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Summary of the Introduction

» > Steel Demand <<

» > Steel Trade <<
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» According to the statistics of global

crude steel production by the World
Steel Association (WSA), the global
crude steel output was 1.559 billion
metric tons in 2012, a growth of
1.44% compared to 2011. The global
crude steel output exceeded 1.6
billion metric tons for the first time in
2013, reaching 1.607 billion metric
tons, an increase of 3.0% compared to
2012.

> In

2013, the world’s top five
steel-exporting countries were:
Chinese Mainland, Japan, EU-27,

South Korea and Ukraine, with the
export volume being 61.3 million
tons, 41.4 million tons, 39.4 million
tons, 30.1 million tons and 24.1
million tons respectively. Taiwan
ranked the 9th for 11.1 million tons.

“—

i »» Prospects of the Industry <<

1-IvV

It is estimated that annual growth rate of global steel demand will be less than
3.5% by 2016. Based on this assumption, if the Chinese Mainland and other
countries do not take the initiative to eliminate excess capacity, the excess
capacity of global crude steel will continue to be maintained above 5 million

metric tons.

» Due to excess capacity and decrease of stecl intensity (stecl demand/GDP), the

growth of steel demand will ‘be lower -than that of GDP. The World Steel
Association(WSA) considers that the focus of the steel industry in the future
will be on closing part of capacities, improving environmental performance and

industrial upgrading.
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Key Point Summary for Crude Steel of Taiwan

» »Market<<

» »Manufacturers< <

» In 2013, the crude steel output in

Taiwan was 22.282 million metric
tons, ranking the 12th in the world
and accounting for 1.39% of the
world’ s total output. The crude steel
self-sufficiency rate was 88.8%, of
which the blast furnace/BOF output
accounted for 56.5% and the electric
arc furnace production 43.5%. Out of
the total output of crude steel in
2013, the ordinary crude steel output
was 21.075 million metric tons,
accounting for 94.6% of various types
of steel, and the stainless steel and
alloy steel crude/ steel output only
accounting for 5.4%.

» Crude steel manufacturers at home

are categorized into two classes. The
first class is blast furnace plants, only
2 manufacturers currently: China
Steel Corp. and its subsidiary Dragon
Steel Corp.; and the second class is
electric arc furnace steel mills, 18
manufacturers nationwide at present,
including: Tung Ho, Feng Hsin and
Yieh United and so on, with major
manufacturers concentrated in the
southern region.

» » Prospects of the Industry <<

» Domestic market: The global crude steel output reached 22.28 million metric

tons in 2013. Under the circumstances of continuous economic recovery ,
increase of the demand for downstream steel products and moderate growth of
the demand for approved building construction license area, the average annual
growth rate of apparent crude steel consumption in Taiwan is estimated to be

1.02% from 2013 to 2018.

International market: In the Short Range Outlook released by the World Steel
Association (WSA), it is predicted that the global apparent consumption of
steels will be 1.535 billion metric tons in 2014, a growth of 3.6% compared to
2013. In 2015, with the continuous and steady recovery in developed countries
and the situation getting better in emerging economies, most of the countries
will have an accelerated growth of steel consumption.
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» » Disadvantages <<

» Carbon steel and special steel develop
in parallel.

» The steel industry has elaborate
division of labor, complete upstream,
medium-stream and downstream
system and sound infrastructure and
peripheral facilities.

The regional advantage of occupying
the center of the Asia-Pacific arca
reduces the transportation costs of
steel raw materials.

The production process is
sophisticated, with high
rationalization level and production
cost advantages

» The ' quality meets international
standards, and the capacity has
reached considerable economic scale.

» The basic industry environment is
very good, and the peripheral
industries have excellent operating
flexibility which can rapidly change
in response to the market.

» Steelmaking raw materials and
semi-finished products rely on
imports, while finished steel products
in the downstream are oversupply and
rely on exports.

>R & D
technical
inadequate.

» The domestic steel business
environment is becoming
increasingly severe; and it is not easy
to increase the capacity (environment
impact assessment, lack of labor, land
acquisition, etc.).

and
are

expenditure
personnel

input
training

» Squeezed by the IT and electronics
industries, recruitment of young
talents is difficult.

» The government promotes

greenhouse gas reduction measures
and progressively implements oil and
electricity price rationalization and
energy tax measures, which intensify
the pressure on manufacturers.

@
=
=]
S
(¢}
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=
o
=
>
5
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» » Opportunities< <

» »Threats<<

1-VI

» Steel-consuming industries continue
to expand their capacity in emerging
markets, spurring steel exports.

» The signing of the ECFA is favorable
for the direct steel exports to China.

» Downstream steel-consuming
industries continue to grow, and
machinery and other industries also
grow up due to the ECFA’ s early
harvest program, driving domestic
demand for steel.

» The monetary policy is easing, and
the global economy  recovers
gradually.

» The real estate market in the U.S. and
EU is slowly recovering.

Global crude steel production faces
serious capacity surplus, the industry
competition is intense and the
manufacturers’ operating profit is
declining.

The steel growth momentum in China
is diminishing, and steel price
decreases.

» With the withdrawal of the economic
stimulus policy launched by the
government in response to the
financial crisis in 2008, government
spending on public works decreases.

» Import controls on China’ s steel
products may be gradually removed,
and steel manufacturers will face the
competition of importing steels from
China.
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®Stabilize supply sources of steelmaking raw materials.

®Decvelop optimal and feasible production technology and improve the
steelmaking energy efficiency.

®Encourage steel plants to replace out-of-date facilities and enhance enterprise
constitution.

®FEstablish industrial R&D strategic alliances to research and develop high
value-added products.

®Promote the clustering of steel industry.
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®Promote green building steel technology.
® Cultivate senior smelting technicians to facilitate industrial upgrading
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