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Key Point Summary for Stainless Steel

I. Analysis on Industry Dynamics:

According to public data from the International Stainless Steel Forum (ISSF), the global
crude stainless steel production in 2023 reached 58.44 million tons, showing an increase of 4.6%
from the previous year. China is the only country with an increase in stainless steel and crude steel
production, growing by 12.6%. In contrast, other economic markets have seen significant decline
in production. The production in Europe, the United States, and other regional markets decreased
by 6.2%, 9.6%, and 7.2% respectively. Additionally, Indonesia's production dropped significantly
to 4.025 million tons, a 21% decrease compared with that of the previous year. The decline in
global stainless steel production in 2023 can be attributed mainly to the ongoing effects of the
Russo-Ukrainian war in 2022 and continuous conflicts in the Middle East, which have heightened
geopolitical uncertainty. The Purchasing Managers' Index (PMI) of major countries, except for
China, has mostly fallen below the 50-point threshold, indicating sluggish manufacturing activity.
Additionally, the weak global end-user demand has further exacerbated the situation, leading to a
significant contraction in stainless steel demand and a worsen industrial environment in the
European market than during the pandemic. Affected by the sluggish demand and oversupply in
China's real estate and steel markets, Chinese steel mills are willing to compete for orders at low
prices in order to boost sales of stainless steel products, and some steel mills have reduced

production in response to the existing economic climate.

Regarding Taiwan’s industrial performance, the total production volume of stainless steel
billets was 658,000 tons in 2023, and apparent consumption was 845,000 tons. Affected by high
global inflationary pressure and weak economic recovery in Europe and the United States,
domestic demand for stainless steel billets declined significantly in 2023 by 11.8% compared with
that of the previous year. Import dependency continues to be affected by the import of low-priced
billets from China and Indonesia, increasing to 23.4%, marking a new high for import dependency
which exceeded 20% for the first time. Moreover, Taiwan's production of cold and hot-rolled
stainless steel plates and coils, stainless steel pipes and tubes (including welded and seamless

pipes), bars, and rods declined in 2023.
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1. Key Issue Analysis: Stainless steel foil is a high-end precision
material with strong market development demand. The main
application areas are electronics and semiconductor
application industries, automobile and aerospace industries.

Stainless steel foil is a thin stainless steel product manufactured through multiple
precision cold rolling processes. It possesses characteristics such as flexibility,
corrosion resistance, and a long life cycle. Compared with other types of metal foils, it
has higher strength of material. Stainless steel foil is a high-end precision material with
strong market development demand. In 2023, the global production volume of stainless
steel foil was 10,794 tons. It is expected to grow to 19,375 tons by 2030, with a
compound annual growth rate of 8.7%. Of which, the stainless steel foil with a thickness
of less than 0.05mm shows significant development potential. The global production of
foil with this specification is projected to increase from 3,665 tons in 2023 to 7,271 tons
by 2030, with a compound annual growth rate of 10.3%.

From the market perspective, the Asia-Pacific region is the most important market,
accounting for approximately 62% of global demand, followed by the North America
region. The global stainless steel foil supply mainly comes from Japan and Germany,
while manufacturers in the United States and China have been catching up in recent
years. Stainless steel foil has diverse and widespread applications, which can be mainly
used in the electronics and semiconductor industries, automotive and aerospace
industries, industrial applications, energy industry applications, and the pharmaceutical
industry. Among which, the automotive and aerospace industries account for the highest
percentage at 42.3%, followed by the electronics and semiconductor industries at 30%.
Additionally, there are significant applications in the energy industry, industrial uses,
the pharmaceutical industry, and other sectors.

More mature application components made with stainless steel foil include
shielding materials in electronic components, SMT stencils used in the printing circuit
board (PCB) industry, automotive engine propulsion systems, car bodies or electric
vehicle battery casing panels, hydraulic components of aircraft landing gear, exhaust
manifold heat sink fins for ships, exterior curtain walls of buildings, elevator interior
panels, industrial tanks, fuel cell bipolar plates, flexible solar substrates, medical
surgical equipment and implants, home appliance liners, and consumer products such as
blades. Some companies are also collaborating with academia to develop potential
application opportunities.

BMRE 2-V
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I11. Conclusion and Recommendations for Relevant
Manufacturers in Taiwan

In recent years, the global stainless steel market has been significantly influenced
by international political and economic events, including the COVID-19 pandemic, the
US-China trade war, the Russo-Ukrainian war, inflation caused by rising interest rates,
and shrinking end-user demand. These factors have severely affected the profitability
of industry chain manufacturers in Taiwan. In addition, with the European Union's
Carbon Border Adjustment Mechanism (CBAM) mechanism in its trial phase,
Taiwanese companies are required to report their carbon emissions and face the
challenge of carbon fees proposed by the Ministry of Environment. Stainless steel is
manufactured through the electric furnace steel-making process. Therefore, there is
limited room for carbon reduction, which puts the industry under multiple operational
pressures. In the face of global economic inflation, shrinking demand, and geopolitical
risks, Taiwanese companies should pay attention to international politics and fluctuation
of raw material costs. They should remain vigilant, and adjust cost and production
efficiency strategies accordingly. They should also strengthen cooperation and
exchanges with the international market to monitor market dynamics and seek
cooperation opportunities, thereby staying ahead of the global competition.

For downstream markets and product application development, it is recommended
to enhance the development of high-value stainless steel products to increase revenue
and gross margins. Investing in the production and application development of stainless
steel foil and other products is crucial. Collaborating with downstream customers to
promote the application and certification of foil products is also important. To align
with international decarbonization trends, efforts should be made to promote the use of
stainless steel in emerging and renewable energy fields, such as the hydrogen energy
industry chain, as well as exploring applications in fuel cells, electrolyzers, and pipeline
systems. Niche sectors such as the space industry, geothermal energy, and marine energy
can also create opportunities for the development of downstream applications of
stainless steel.
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