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Summary of the Introduction

» > Steel Demand << > > Steel Trade <<

» According to the statistics of global|»In 2015, the world’s top steel-exporting
crude steel production by the World| countries were: Mainland China,
Steel Association (WSA), the global] Commonwealth of Independent States
crude steel output was 1.67 billion| (CIS), Japan and EU(28 members), with
metric tons in 2014, a growth of| the export volume being 111.6 million
1.21% compared to 2013. The| tons, 43.0 million tons, 40.8 million
global crude steel output was 1.621| tons and 33.8.million tons respectively.
billion metric tons ' in 2015, a
decrease of 2.93% compared to 2014,
which was the first decline since the
financial crisis in 2009.
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I > » Products and Technologies << F\

»The global steel market witnessed a decline in demand in 2015, and the global
nominal crude steel production capacity was 700 million tons more than the
crude steel output, which means that the growth momentum of demand was
unable to match the 'excessive capacity. If the global steelmaking capacity
cannot be effectively controlled, the excessive capacity will be the most
important issue facing the global steel industry for several years to come. The
pressure of oversupply will intensify the trade conflicts, and the steel mills will
continue to have limited profitability.

yoopnQ

> 1t is estimated that in this year and next year, the global steel market will record
negative growth in demand; however, different countries or regions will still
differ in their growth momentum: regions such as the European Union, North
America, India, Middle East and Africa can still maintain modest growth, but
the markets such as Mainland China and CIS will record relatively poor market
performance.
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Key Point Summary for

> > Market <<

B R

Crude Steel of Taiwan

»>» Manufacturer <<

»In 2015, the crude steel output in
Taiwan was 21.39 million metric
tons, ranking the 12th in the world
and accounting for 1.32% of the
world’s total output. The crude
steel self-sufficiency rate was 87.0%,
of which the blast furnace/BOF
output accounted for 62.3% and the
electric arc furnace production
37.7%. Out of the total output of
crude steel in 2015, the ordinary
crude steel output was 20.175 million
metric tons, accounting for 94.3% of
various types of steel, and the
stainless /steel and alloy steel crude
steel
5.7%.

output only accounting for

»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.

o

»» Products and Technologies <<

»Domestic market: Under the circumstances of continuous economic recovery at

home and abroad, increased demand for downstream steel products and the

demand for approved building construction license area remaining at a certain
level, the average annual growth rate of apparent crude steel consumption in

Taiwan is estimated by Taiwan Steel
from 2015 to 2020.

& Iron Industry Association to be 1.13%

»International market: In the Short-Term Outlook on Global Steel Industry
released by the World Steel Association (WSA), it is predicted that the global
apparent consumption of steel will be 1.488 billion metric tons in 2016, a

decline of 0.8% compared to 2015.

In 2017, with the continuous and steady

recovery of developed countries and the improving situations in emerging
economies, the global demand for steel is expected to grow slightly by 0.4%.
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»» Strength <<

» > Weakness <<

»Carbon steel and special steel
develop in parallel.

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

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

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

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

»The basic industries are developing
in | good environment, and @ the
peripheral industries have excellent
operating  flexibility =~ which can
rapidly change in response to the
market.

EErs -

»Steelmaking  raw  materials and
semi-finished products are dependent on
importation, while finished steel
products in the downstream are
oversupply and shall be exported.

»Insufficient R&D expenditure and
inadequate technical personnel training.

»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, . insufficient water and
power, etc.).

»Due to the competition from the IT and
electronics industries, it is difficult to
recruit young talents.

»The government promotes greenhouse
gas reduction measures and
progressively implements the measures
such as oil and electricity price
rationalization, which poses greater
operating pressure on manufacturers.
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»» Opportunities << »» Threats <<

»Steel-consuming industries continue|>Global crude steel industry faces
to expand their capacity in emerging| serious capacity surplus and fierce
markets, spurring steel exports. industrial competition.

»The signing of the FTA helps to|[»Emerging markets may be influenced by
catch up with our major competitors| the normalization of US monetary
and is favorable to our steel exports. | policy.

»Downstream steel-consuming|» Uncertainties exist in the economic
industries continue to grow, and if| outlook and financial risks of Mainland
more countries join the FTA, it| China.

would drive the steel demand of|yThe problems of refugees and terrorist
domestic steel-consuming industries. | gattacks in the Eurozone pose negative

»The monetary policy maintains an| impact on people’s confidence in the
easy status, and the global economy| market.

recovers gradually. »Political and financial vulnerabilities in
»Green energy industries such as solar| the Eurozone are frequently witnessed.

energy, wind power, electric cars are|»The debt of Japanese government keep

ready to develop in full swing, which| yorsening.

would drive the demand for relevant

steel products.
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»Mainland China are reaching new high
in its steel products export, and the
great amount of cheap steel products is
posing threats to the global market,
which lead to the instability of steel
prices.

® Stabilize the supply sources of steelmaking raw materials.

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

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

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

products.

suonsagdng 0139188

® Promote the clustering of steel-consuming industries.

® Promote green building steel technology.

® Cultivate senior smelting technicians to facilitate industrial upgrading.
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