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Key Point Summary of Steel and Iron Chapter

» > Market <<

»>» Manufacturer <<

»In 2017, the crude steel production in
Taiwan was 22.44 million metric
tons, which makes it the 11th biggest
steel producing country in the world,
accounting for 1.33% of the global
production and a self-sufficiency rate
of 86.3%. 61.0% of the production
comes from blast furnaces, while
39.0% comes from electric furnaces.

»Out of the total / crude steel
production ‘in 2017, 20.964 million
metric tons was carbon crude steel,
accounting for 93.4% of all steel
types produced, while stainless and
alloy steel only accounted for 6.6%.

»There are two types of domestic crude
steel manufacturers. The first type is
blast furnace factories, which currently
only include China Steel Corporation
and its subsidiary Dragon Steel.

»The second type is electric furnace steel
making factories, . which currently
include 18 steel companies around the
island, such'as Tung Ho, Feng Hsin, and
Yusco Steel. The major factories are
located in southern Taiwan.

§ >> Industry Outlook <<

»Domestic: The Taiwan Steel and Iron

Industries Association estimates that with

the increasing demand for downstream steel and iron products, and the expected
continuous increase of the area of public construction projects and construction
permits, the average annual growth of the apparent consumption of crude steel
in Taiwan during the period of 2017~2022 will be 1.42%.

»International: The World Steel Association released a short-term global steel
outlook, in which they estimate that the global apparent consumption of steel in
2018 will be 1.616 billion metric tons, a growth of 1.8% compared to 2017. The
global steel demand will experience a small growth of 0.7% in 2019 as a result
of the uncertainty of rising inflation and the spillover effect from developed

countries exiting easy-money policies.
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» » Strengths <<

» > Weaknesses <<

»Carbon steel and special steel
develop in parallel.

»The steel industry has elaborate
division of labor, comprehensive up-,
mid-, and downstream system, and
sound infrastructure and surrounding
facilities.

»The beneficial location at the center
of the Asia-Pacific region reduces the
transportation costs of steel raw
materials.

»With high levels of sophistication
and rationalization, the . production
process  boasts advantages in
production cost.

»The quality meets international
standards, and the ‘production
capacity has reached economics of]
scale.

» Great environment for  basic
industries, and the ' surrounding
industries have excellent operating
flexibility that allows for rapid
changes in response to the market.

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

»>Insufficient funding for R&D and
training of technical personnel.

»The domestic business operating
environment is gradually becoming
stricter, and it is difficult to increase
steel production capacity
(environmental __impact assessment,
labor, land< acquisition, insufficient
water and power, etc.).

»1It is difficult to recruit young talents
due to the competition the IT and
electronics industries.

»The government promotes measures for
greenhouse gas reduction and gradually
implements measures to rationalize the
price of oil and electricity price, which
have increcased the pressure on
manufacturers.

> > Opportunities <<

» > Threats <<

> Steel-consuming industries continue
to expand their capacity in emerging
markets, which may boost ' steel
exports.

»The  signing of bilateral or
multilateral FTAs helps us catch up
to our major competitors and benefit
steel exports.

»Downstream steel-consuming
industries continue to grow. If more
parties sign FTAs, the demand of
steel from domestic downstream
steel-consuming industries can
increased.

»The monetary policy maintains its
easy status, and the global economy
continues to grow steadily.

» Green energy industries such as solar
energy, wind power, and EV, are
ready for development, which could
drive the demand for related steel

products.

> The global crude steel industry faces
severe capacity surplus and fierce
industrial competition. In addition,
trade protectionism is prevalent.

»Market interest rates are currently on
the rise. Emerging markets may be
affected by the normalization of
monetary policies, such as the U.S.
raise of interest rates.

»The global economy continues to be
affected by the geopolitical risks in
arcas such as the Middle East and Asia.

»As a result of factors such as aging
populations, the digital revolution,
climate change, and circular economy,
the average per capita steel
consumption is decreasing, which has
impacted the long-term demand outlook
for global steel.
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® Stabilize the supply sources of steelmaking raw materials.

® Develop optimal and feasible production technologies and improve steelmaking
energy efficiency.

® Encourage steelmaking factories to replace old equipment and enhance the
corporate constitution.

® Establish industrial R&D strategic alliances to develop high value-added
products.

® Promote the clustering of creation of steel-consuming industries.

® Promote the development of marine steel, steel for green construction, steel for
green energy industries, etc.
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® Cultivate senior smelting technicians to facilitate industrial upgrading.
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