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Key Point Summary of the
Introduction

» > Steel Demand<<

» »Steel Trade<<

»In 2011, global apparent steel
consumption was estimated at 1.373
billion metric tons, having increased
by 5.6% compared to 2010;
consumption is expected to grow by
3.6% in 2012 to reach 1.422 billion
metric tons, and will continue to grow
to 1.486 billion metric tons by 2013.

>1n

2011, the world's top five
steel-exporting countries were: China,
Japan, EU-27, South Korea and the
Ukraine. Steel trade in 2011 carried on
the recovery which began in 2010; thus,
compared with the export volume in
2010, only Japan's export volume
declined, mainly due to the impact of
the earthquake on March 11, 2011 and
the nuclear accident.

» »Prospects of the Industry<<

»Global crude steel
to grow by 8.5% d
tons to 2.131 billi
around

will m
phase

»By
no
ove
ca

93.7%
eatest

nnual ¢
%. A
will be
ad to p

> > Market<<

nerated by
)n to the ne

o incre
2011
incre

capacity is expected
sing from 1.963 billion
ity of 168 million tons
economies, and China
apacity during this

dema
Sis, the
DO mi

2ach year will be
steel production
lous overcapacity

mmary for
Steel

» »Manufacturer<<

»1n 2011, the crude steel production in
Taiwan was 20.175 million metric
tons, accounting for 1.33% of the
world’s total, and ranking 12" in
global crude steel production. The
crude steel self-sufficiency rate was
84.81%, of which electric furnace
production accounted for 48.96% and
blast furnace/BOF production
accounted for 51.04%. In 2011,
imports of semi-finished products of
billet ingots amounted to 3.978
million metric tons, and exports
reached 367,000 metric tons.

» Domestic crude steel manufacturers are

divided into two categories. The first
category is Dblast furnace plants;
currently there are only 2
manufacturers: China Steel Corp. and
its subsidiary Dragon Steel Corp.; the
second category is electric furnace
steel mills. Currently there are 18
manufacturers nationwide, including:
Tung Ho, Feng Hsin and Yieh United,
with the main manufacturers
concentrated in the southern region.

<Continued below>
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»» Prospects of the Industry <<

<- Domestic: According to Taiwan's steel product demand forecasts, in the long
term, domestic crude steel apparent consumption will maintain a low growth
trend; from 2012 to 2016 it is expected to range between 0.8 and 2.5%.

< International: In the Short Range Outlook released by the World Steel
Association (worldsteel), it is predicted that the demand growth rate in the
market from 2012 to 2013 will slow down. The demand is expected to grow by
3.6% to 1.422 billion metric tons in 2012, and continue to grow to 1.486 billion

metric tons in 2013.

»»Advantages<<

» »Disadvantages<<

<~ Ordinary steel and special steel
develop in tandem.

<~ Division of labor of the steel industry
is very detailed: the up-, middle- and
down-streams have complete
systems, and the infrastructure and
surrounding facilities'are sound.

<- Due to the regional.advantages in the
center of the Asia-Pacificarea, the
transportation costs of steel raw
materials can be lowered.

<~ The process is increasingly
sophisticated and rational, boasting
production cost advantages.

< The quality meets international
standards, and the capacity has
reached considerable economy of
scale.

< The environment for basic industries
is/very good, and the peripheral
industries have excellent operating
flexibility; thus, they 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 in oversupply and rely
on exports.

< R & D expenditure input and technical
personnel training are inadequate.

<"The domestic steel business
environment is becoming increasingly

severe,.and it is not easy for capacity to

grow (EIA, lack of labor, land
acquisition, etc.).

<> Sqgueezed by the IT and electronics
industries, récruitment of outstanding
young talents is difficult.

< The government promotes greenhouse
gas reduction measures, and
progressively implements oil and
electricity price rationalization and
energy tax measures, intensifying the
pressure on manufacturers’ operations.

<Continued below>
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»>Opportunities<< »»>Threats<< :

< Steel-consuming industries continue (< Global crude steel production is faced
to expand their capacity in emerging with serious capacity surplus, and the

markets, spurring steel exports. manufacturers’ operating profit is
< The signing of the ECFA is favorable | declining due to the intense competition
for the direct exports of China's in the industry.
steel. < The steel growth momentum in China is
<> Downstream steel-consuming diminishing, and steel prices are
industries continue to grow, and increasingly weaker.

machinery and other industries also |< With the withdrawal of the economic
grow due to the ECFA early harvest stimulus policy launched by the
program, spurring domestic demand government in response to the financial

for steel. turmoil in 2008, government spending
< The monetary policy is easing, and| On public works is decreasing.

the global economy is facing a < Impacted by European debt crisis,

gradual recovery. demand by steel-consuming industries
< The real estate market in the U.S. is weak, the desire to set up new plants

is low, ag or construction
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