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Abstract

© Currently, the demand for steel industry is still weak due to factors such as near
stagnation of global steel demand and low profit of steel industry due to severe excess||
capacity and the continuous launch of new investment plans. The uncertainties that affect
the global steel industry include slowing global economic growth, mounting geopolitical
tension and future price reduction in petroleum and commodities.

® China accounts up about 45% of the global steel demand and in 2014, the demand for|
steel in China showed the first negative growth in 2 decades. It is estimated to continue to
decrease slightly between 2015 and 2016.The China’s economy will be transformed from||
the investment-driven economic growth to consumption-driven economic growth,

decreasing the momentum of steel demand growth.

® For the US market, factors such as the strong dollar, reduced investment of Shale oil and
gas industries due to lower oil price and competition for materials like aluminum alloy led
to the stagnation of the US steel demand in 2015.

® The EU market benefits from devaluation of Euros and low oil prices as well as recovery,
and expansion of EU economy. However, the situation still varies with countries; for

example, the development of countries such as Greece is less than ideal.

© In other major emerging markets, the main countries producing commodities face the
pressure of decreasing product prices because the drastic drop in prices of the products

resulted in severe reduction in export revenue of these countries. In addition, Brazil and
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Russia are facing the problems of the industrial structure, which is believed to
continuously aggravate the steel demand prospects. Furthermore, Russia also faces the
geopolitical problem, with the Ukraine crisis causing severe impact on its steel demand.
By contrast, in India, the improving business prosperity led to the promising economic
prospects. However, the performances of other emerging economies are mostly below|

expectation.
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® Key factors affecting the prospects of the global steel industry include stagnation of]

®Since the China’s steel demand has reached the mature period, the global steel industry|

©®©World Steel Association proposed the following major trends affecting the future globall

global steel demand and profit reduction due to excess capacity and the continuous launch
of new investment plans. Meanwhile, the price for steel-making raw materials like iron

ore have been decreasing, and may remain low due to weak demand for steel.

enters again into the age of low growth. It is estimated that the annual growth rate off
global crude steel production/consumption between 2015 and 2025 is only 1.3%, while
the annual growth in China is only 0.6%. In the recent years, the profitability of the steel
industry is low and the hope of increasing profitability of the steel industry is also not

high in the future.

steel demand: 1. There are growth opportunities of global steel industry in the field of]
new energy technology; the revolutionization of steel technology will take place mainlyj]
in the increasing strength of steel materials, development of high performance steel, and
the replacement of steel by materials like aluminum. 2. In addition, the excess capacity|
and fierce competition, will force many countries to adopt the trade protectionism, while
environmental issues such as air pollution that gain more and more attention will increase
the production cost of the steel industry. 3. Emerging markets are the major markets for
future steel demand growth because factors such as the population growth in the area,
expansion of middleclass, progress of urbanization and governmental reform will increase
the demand for steel. 4. The rise of emerging markets may cause changes in the
competition of manufacturing and steel industries between markets of various areas and||
the shift of manufacturing bases, while probably resulting in changes in the location of]

steel demand.
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® There will be a long period in the future when the low growth of global steel demandl
becomes a norm. It will be beneficial if the steel industry grasp opportunities brought
about by various long-term structural changes when focusing on value creation instead||
of quantitative growth. The major developmental directions of Taiwan’s steel industry
include the promotion of high quality products, enhancement of cooperation among up-,
middle and down-stream steel industries and development of the down-stream industry
with local characteristics to create the industrial clusters that flourish and prosper.

®The China’s steel demand seems to have reached its peak, meaning that the global excess
capacity period will continue to persist. Currently, the considerable increase in global
steel export has led to the poor market prospects and made an impact on various|
participating economies. Conflicts in the steel trade have been increasing day by day and|
it is thus essential to create a fair competitive environment to promote healthy growth off

the global steel industry.
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©OECD Steel Committee will list the governmental financial support measures for
increasing steel-making capacity as the main inspection point and agree to continuously
inspect the government’s intervention, such as the financial support measures for
promoting steel-making capacity or maintaining the capacity that does not meet the
economic benefits. When promoting the strategies and measures for steel industry

development, it is essential to consider if these measures will become reasons for cases of

anti-subsidies (imposition of countervailing duties), and prepare for response beforehand.
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Abstract of India Industry

<<Market» > <<Manufacturers» »

v" The total output of crude steel was 86.53 |v" The steel manufacturers in India can be

million tons in 2014, with a growth of divided into two categories: The main
6.4% compared to 2013. The total producers, i.e. those with annual steel
domestic demand was about 54 million production capacity of more than 3 million
tons. tons, including SAIL, TISCO and RINL;

and the secondary producers, i.e. those
adopting diversified steelmaking
processes, including Essar and JSW Steel.

Before the fiscal year 2013, India was a
net importer of steel, but after that, a large
number of newly built facilities and
expanded production capacities were put |v' Others include small producers utilizing

snJels Wwaund

into operation, turning India into a net electric arc furnace, induction furnace or
exporter of steel, especially of steel plate manufacturing technique with lower
products and general purpose hot-rolled production capacity.

steel coils.

<<Products and Techniques>» » <<Industrial Foresight>» »

v Steelworks emphasizing a rich product v India’s domestic coking coal is of poor
portfolio,.include pipeline steel grades, quality, which has become an obstruction
high-strength steel plates, electromagnetic affecting the development of its iron and
sheet steels and special plates, to meet steel.industry. In recent years, the coking

g domestic demands. coal import volume in India has been
5 | Astricter carbon emission standard will _steadlly Increasing, | continue to
E increase the investment expenditure on increase in the future.

clean energy technology. v Major iron and steel companies in India
are actively acquiring overseas coking coal
mines, but for the time being, they still
depend on importing a large amount of
high-quality coking coal to satisfy
domestic demands.

v" Currently, over 40% of Indian iron ore output is exported, but with the increase in
domestic demand in India, the export tariff is expected to increase to limit exports in the
future.

v As India lacks coking coal, induction furnace is mainly used for iron making. Moreover,
as the redox reaction is not suitable for mass production, in the long run, iron making via
non-blast furnace, such as Finex and Corex, will enjoy high development potential in
India.d.

v" There still remain 3 to 5 years before India accelerates towards heavy industry; its iron
and steel industry’s current base number is low. Therefore, it can be judged that the
Indian economic development within the next 6 to 10 years will have a limited influence
on the iron and steel industry of Taiwan and the rest of the world
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v According to India’s iron and steel policy, there is recent trend of raising tariffs to protect
their domestic steel. Therefore, Taiwan should sign an FTA with India as soon as possible
to share the benefits from the growth of India’s steel industry.
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Abstract of Vietnam

<<Market> >

® Vietnam’s steel industry has entered a
rapid growth stage, as its crude steel
output reached 5.847 million tons in
2014.

®Vietnam’s steel production was 12.331
million tons in 2014, among which
steel bar (mainly reinforcing bar)

constituted the majority of the
production.

®In 2014, Vietnam’s steel billet
semi-finished products and steel

import totaled 12.149 million tons,
while exports were 3.125 million
tons.

®@In 2014, its steel imports were 11.277
million tons; the main import items
were hot-rolled plate steels,
accounting for 68% of the total steel
imports and reaching 7.709 million
tons.

< <Products and Applications> >

®The /production objective of Vietnam’s
steel industry is “balanced development”.
The government actively encourages
investment to expand the output of
hot/cold-rolled and coated steel plate, as
well as the production of high-quality
steel and alloy steel for producing
engineering machinery and shipbuilding,
in order to reduce dependency on
imported steel.

® Investment and production priority is
given to the following types of
products: pig iron, steel billet (iron
ore), various hot-rolled steel, alloy
steel and stainless steel.

< <Manufacturers> »

®The steel industry in Vietnam can be
divided into three classes: Vietnam|
Steel Corporation and its subordinate
enterprises; joint venture steel mills
of Vietnam Steel Corporation and
foreign  enterprises; and  other
state-owned and private steel mills.

@The first-stage plant construction
project of Formosa Ha Tinh Steel
Corporation commenced on December
3, 2013. It was originally scheduled
that the first furnace would begin
operation in May 2015, and the
second one in the second quarter of
2016, thereby becoming the largest]
one-stop operation steel mill in|
Southeast Asia. However, affected by
the riot (in 2014), the commissioning
of the first furnace is postponed to the
end of 2015; the estimated annual
output of crude steel is 7 million tons.

<<Industrial Foresight> >

@ Vietnam’s Ministry of Planning and
Investment estimated that Vietnam is
required to invest USD 200 billion
from 2010 to 2020 in infrastructure
construction to drive the development
of its steel industry.

© The developmental directions off
Vietnam’s steel industry are as
follows: 1. Follow the country’s

overall development plan; 2. Achieve
a balance between supply and demand
and sustainable development; 3.
Cultivate industrial competitiveness;
and 4. Develop integrated steel plants.
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@The investments by Taiwanese steel operators in Vietnam are concentrated in
the upstream industries, such as iron and steel melting and rolling industry,
while investment in relevant steel consumption industries (such as metal
products, transportation, household appliances, machinery, etc.) is much
weaker. Promoting cluster development of the upstream, mid-stream and
downstream steel industries will help the local development of the upstreamf
steel mills of the steel industry.
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®The tariff and non-tariff trade barriers must be overcome before the competitive
advantages of the Taiwanese steel industry can be improved in the Vietnam
market. Not only is it necessary for our steel industry to become market-
oriented, but we must also reinforce pre-sales and after-sales services, and
establish long-term, stable strategic partnerships in order to expand market
share.
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| 2013 | 2014
|
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2 (% 411 403 | 406 |
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FDI(10 &2 7E) C64 | 21 186 | 147 | 13|
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Abstract for Emerging Market for Steel -- Malaysia

<<Market>» >

®Due to the relatively smaller production scale,

the quality and price competitiveness of]
Malaysian steel industry is lower. Although
there is an increase in domestic demand, the
production of crude steel has been declining.
The imported steel has posed great
competitive pressure for Malaysian steel

industry.

®@In 2014, the total steel production was 7.544

million tons and increased by 0.72% relative
to 2013. Although the production of shape
steel, steel bar and wire rod has decreased,
plate steel has had the positive growth in

production.

® Due to the weak demand for construction,.the

steel consumption in 2014 had a small growth
of 2.2% and reached 10.227 million tons. In
2014, the consumption for long bar steel was
about 6.339 million tons and increased by
13.0% relative to 2013; the consumption of]
plate steel was 3.888 million tons and

decreased by 11.6% relative to 2013.

(®Malaysia is a trade deficit country of steel

products, which imported a total of 6.722
million tons of steel billet semi-finished
products and steel materials and exported
1.618 million tons in 2013, with a net import
of 5.104 million tons. Its import has been

increasing in recent years.

@In recent years, the conflicts between the

®@In October 2013, the signing of stakeholder

®@In August 2014, the China Guangxi Shenglong]

< <Manufacturers» »

up-stream and down-stream manufacturers inl|
Malaysia have been aggravated. While the
down-stream manufacturers tend to support]|
the trade liberalization, hoping for the
reduction of import tariffs and the loosening]

of restrictions such as import/export permits,

the up-stream steel smelting manufacturers|
request the government to impose restrictions|
on imported steel. In September 2010, 9 steel
manufacturers in Malaysia announced the]
establishment of Malaysia Steel Associatio

(MSA) and separated from Malaysia Iron an:"
Steel Industry Federation (MISIF).

contract =~ was completed for Sakura
Sdn., a

ferromanganese alloy factory with joint

Ferroalloys Malaysian
venture of China Steel Corporation, Assmang
(South Africa) and Sumitomo Corporation
(Japan). Not only does it ensure the sable
supply of ferroalloy, it also reduces the cost

of raw materials effectively.

Metallurgical Co., Ltd. and Northern Harbor
Company invested 1.4billion USD in building]
an integrated steel factory at MCKIP. The
factory has an annual production of 3.5
million tons and is one of the stepping stones||
for China’s steel industry to advance into the
ASEAN market.
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©® With housing and public facilities becoming

® Malaysian steel market is about at the later

< <Products and Applications> >

widely available, steel used for construction is
gradually saturated. As for the manufacturing
industry, the Malaysian industrial structure has
been adjusted and transformed in recent years,
and the percentage of the manufacturing
industry shows a mild decreasing trend. The
economic structure put less emphasis on the
manufacturing industry and this trend is

disadvantageous for steel demand.

growth stage for steel demand growth period.
The industries using steel are mostly the
construction industry that involves electric
furnace production process, uses mainly long
bar steel and does not have economies of]
scale. Hence, the future of this industry is still
full of challenges.

©Currently, the

© Currently, with severe global excess capacity

<<Industry Foresight> >

average per capita stee
consumption in Malaysia is more than 330kg,

This is greater than the global average,

belonging to the middle/upper levels,
However, based on the development|
experience of developed countries, the

average per capita steel consumption ca
increase with increasing GDP, but it stil
depends on whether there is the prosperous

development in the steel-using industries.

and continuous _trade liberalization, how to
deal with. competition from international
steel industry has become a serious issue for

Malaysian steel industry during its growth.
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®Overcoming non-tariff and tariff trade barriers: For non-tariff barriers,
countries like Malaysia implement national standard inspection for steel
products, which is disadvantageous for our steel export, but can still be
overcome the manufacturers themselves. For the tariff barriers, since ASEAN
Plus Three Cooperation has been formed, in the competition with major rival
countries such as China, Japan and Korea, the situation is disadvantageous to
Taiwan, but more advantageous to our rivals. If the tide cannot be turned, it
will hurt our manufacturers in the long run. Therefore, this requires active

efforts from the government.

®Being close to the market and responding to customers’ demand rapidly:
ASEAN market has a bigger steel supply gap and is the biggest steel import
market in the world. Facing the competition from major rival countries, our
steel industry must be close to the market, enhance pre-sale and after-sale
services and build stable long term collaborative partnership with major steel
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customers.

©®Laying out in the ASEAN market through collaboration with the down-stream|
steel using industries in pursuit of mutual benefit and common prosperity: The
main steel using industry in Malaysia is still the construction industry, and the
development of down-stream high intensity steel using industries are still
lacking. It will help the territory expansion of the steel industry to collaborate
with down-stream industries for mutual benefits by bringing the Taiwanese
resources to inyest in Malaysia or encouraging the domestic Malaysian|

manufacturers to form alliances.
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Abstract of Vietnam

< <Manufacturers> »

<<Market> >

®Mexico is the world’s 13th largest crude|@There are about 21 major steelworks in

steel producer, ranking after Taiwan; it| Mexico. Although the steelworks in

ranks No. 2 in Central and South| \Mexico are not listed among the top 20
America. The crude steel output of| enterprises with world-class steel

Mexico was 18.995 million tons in 2014, competitiveness, after TERNIUM (owned
representing a growth of 4.32% compared| by TECHINT, the largest steel group in

to that of 2013; over the years, Mexico| [ atin America) merged with SIDERAR in

O .

= cd . ! HYLSA in Mexico, it managed to get a

é 12.39 million tons of steel in 2014. foothold on the world’s major stage of

= ®1In 2014, Taiwan imported about NTD 394 | gtee] and iron industries; its products are

Z million of semi-finished steel products applied in Mexican petroleum industry,
and primary processed products from automobile industry, household
Mexico, with a decline of about 43.5% appliances, liquid (gas) tanks, sanitary
compared to that of 2013. In 2014, apparatuses, catering equipment, bottle
Taiwaq exported about NTD 7.405 billion | ¢caps, jacks, architectural structure, power
of semi-finished steel products and poles, sewers, mining industry, etc.

primary processed products to Mexico,
with a growth of about 29.6% compared
to that of 2013.

< <Products and Applications> >

<<Industry Foresight> >
©The screws and nuts manufactured by|® Thanks to the growth of Mexico’s

Taiwan are highly competitive in the| automobile and other industries, Mexican
Mexican market, especially the Mexican|  giee] consumption expanded in 2014; the
automobile industry - and  construction|  growth rate increased significantly
market, which are advancing rapidly, and (12.22%). The steel import volume of
therefore posing increasing demand for| Nexico increased from 10.37 million tons
screws and nuts. They have high potential| i, 2013 to 12.39 million tons in 2014,
in market expansion. with a growth rate as high as 19.48%.
©The Mexican motorcycle market is| Besides the USA, major countries of
developing fast. In the future, it Willl  orjgin include Japan, South Korea and
develop to gradually establish its own| (Chijna; among them, the import growth

motorcycle industry, only some of the| from China is 101.1%, which is most
parts not yet reaching the economy of] outstanding.

scale will continue to rely on imports.
®As the automobile and parts industries are
booming in Mexico, the demand for
punch is rising, leading to significant
growth in the export of punch from
Taiwan to Mexico in recent years.

sjoadsorg

5-11 IREFFE - MEDLRE

0000 2000000 0000000000dD
goooboobooobooOooooOo0oobooOoOobo oo




=R

® Establish a steel products manufacturing industry in Mexico, which will enjoy low]
(free) tariffs for products sold to the USA and Canada; shorten the lead time; overcome
tariff and non-tariff trade barriers; and be able to sell steel products directly to loca(:"
Mexican manufacturing industry, while importing parts for assembly to reduce finishe
product import tariffs.

© Establish delivery warehouse for imports in Mexico and play the role of a steel]
importer, which will not only enable the screening of buyers and collect payment from||
up close, but also spread local retail channels to facilitate flexible marketing and reduce]
risks.

© Establish representative office in Mexico to cooperate with local importers, establish
brand and win orders; and also respond to customers' demands quickly from up close to
the market.
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Abstract of Myanmar Industry

<<Market» >

v" 2013 Myanmar crude steel output to

30,000 tonnes in 2012, representing a
growth of 4.3%, the total domestic demand
of about 1.4 million tonnes.

v Myanmar did not do statistical mechanism,
steel production and imports value and
hard to grasp, while steel and steel trading
business, but Myanmar's local public
revenues as well as steel sales statistics,

sne)g JULIN))

such as number of business culture.

<<Products and Techniques> >

v Steel is mainly used in Myanmar to build
the industry's share of up to 60% per cent,
including a variety of pipes for power
plants and other large, wires, steel bridges
and other infrastructure and steel, followed
by steam locomotives of various sheet
metal.

v" 2013 Myanmar all kinds of vehicle
registrations reached 3.6 million units at
record highs, the Government of Myanmar
had automotive Assembly and

10adso1g

manufacturing as a key development

sector.

<<Manufacturers>» »

v Myanmar's domestic iron and steel can be
distinguished into three main categories: 1
all State-owned enterprises, industrial and
mining province. 2, MEC and other
Department of Defense operated by
State-owned enterprises, 3, and lastly is the]
private sector.

v" According to the Myanmar Industrial
Development Committee (MIDC) data,
approximately 100 private iron and steel
company, along the Yangon and Irrawaddy
River about 15 companies, including by
Marubeni Itochu steel State of Myanmar's
iron and steel, as well as future UMEHL
galvanizing plant of the joint venture with
POSCO.

<<Industrial Foresight> >

v Myanmar's urban population now exceeds
30%, compared with 90% per cent of the
urban population in many developed
countries, there is still room. Estimated
housing needs an average annual growth
rate of about 2012~2015 years 8%.

v Myanmar domestic coking coal is of poor
quality, has become a development of
resistance of the steel industry. Myanmar's
imports of coking coal has risen steadily in
recent years, will grow further in the
future.

high-quality flat steel market.
v Myanmar industry accelerated at least 5-10

world steel industry is still limited.
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v Working with local Taiwanese or Chinese enterprises using our steel, and develop local

are a low base. Myanmar's economic development future 6-10 years in China and the

v" Because of the direct reduction of iron technology is not suitable for mass production and
the lack of coking coal, so in the long run, Myanmar non-blast development potential.

years after the remains, and the steel industry
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