
 

 

 

April global crude steel utilization rises to a five-year high of 76.9%  

In April, global crude steel utilization rose to 76.9% (+2.4%p YoY, +2.4%p MoM), the highest 

level in five years. In the January-April period, average utilization was 74.4%, up 2.3%p YoY. 

It appears that the current pickup in utilization was due to output growth (rather than 

decreasing capacity). In April, global crude steel output expanded 4.1% YoY to 148mn 

tonnes. In the January-April period, global crude steel output was 574mn tonnes, up 4.1%, 

or 23mn tonnes, YoY. On the other hand, production capacity is estimated to have increased 

just 0.9%, or 7mn tonnes, YoY during that period.    

China’s restructuring and robust global demand are the key drivers  

We believe the rise in global crude steel utilization stems from China’s steel industry 

restructuring and robust global demand.     

1) In our view, utilization is rising partly because the void left by the closures of China’s 

outdated and illegal steel plants (which are not captured in official data) is being filled by the 

country’s legal plants. China’s shutdown of obsolete and illegal capacity has also led to a 

decline in the country’s exports. We believe steel mills in other regions are picking up the 

slack, further pushing up utilization. Therefore, while data may show an increase in nominal 

output, we believe actual output has decreased, considering the shutdown of capacity that 

was unaccounted for.     

2) On the other hand, steel demand appears robust, as evidenced by the strength in steel 

prices. If demand is weak, an increase in supply typically leads to a decline in prices. 

However, average steel prices since the beginning of the year are 15-30% higher than the 

2017 average levels (depending on region). Several other indicators also suggest demand is 

robust. April global PMI came in at 53.5, remaining in expansionary territory, while China’s 

construction starts based on area increased 7.3% YoY from January to April.      

Global steel demand/supply is finding a balance  

We believe global steel supply/demand is gradually finding a balance, supported by the rise 

in crude steel utilization. Assuming 80% as the balanced utilization rate, we forecast global 

steel overcapacity to shrink from 220mn tonnes in 2016 to 120mn tonnes in 2018. The key 

will be whether China maintains its policy of containing supply and stimulating demand. We 

believe this policy will remain in place and therefore expect the global steel cycle to continue 

to improve (see our 2H18 outlook report “Winds of change”).   
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Figure 1. Global crude steel utilization on the rise  Figure 2. Uptrend in global crude steel output 

 

 

 

Source: WSA, Mirae Asset Daewoo Research  Source: WSA, Mirae Asset Daewoo Research 

 

Figure 3. Ongoing closures of outdated/illegal steel plants in 

China  
 Figure 4. Uptrend in China’s crude steel output 

 

 

 

Source: Mirae Asset Daewoo Research  Source: WSA, Mirae Asset Daewoo Research 

 

Figure 5. China’s steel exports trending downward  Figure 6. Uptrend in crude steel output in other regions  

 

 

 

Source: China Customs, Mirae Asset Daewoo Research  Source: WSA, Mirae Asset Daewoo Research 
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Figure 7. Global HRC prices on the uptrend (1)  Figure 8. Global HRC prices on the uptrend (2) 

 

 

 

Source: Platts, Mirae Asset Daewoo Research  Source: Platts, Mirae Asset Daewoo Research 

 

Figure 9. Both global and China PMIs on the rise  Figure 10. China’s construction starts trending upward  

 

 

 

Source: Markit, Mirae Asset Daewoo Research  Source: National Bureau of Statistics of China, Mirae Asset Daewoo Research 

 

Figure 11. Steelmakers’ profitability is rising with the global steel market approaching 

supply/demand balance  

 

Source: Industry data, Mirae Asset Daewoo Research 
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APPENDIX 1 

Important Disclosures & Disclaimers 
 

 

 

Equity Ratings Distribution & Investment Banking Services 

 Buy Trading Buy Hold Sell 

Equity Ratings Distribution 75.00% 11.11% 13.89% 0.00% 

Investment Banking Services 70.73% 19.51% 9.76% 0.00% 

* Based on recommendations in the last 12-months (as of March 31, 2018) 

 

 

Analyst Certification 

The research analysts who prepared this report (the “Analysts”) are registered with the Korea Financial Investment Association and are subject to Korean 

securities regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws or regulations thereof. Each Analyst 

responsible for the preparation of this report certifies that (i) all views expressed in this report accurately reflect the personal views of the Analyst about 

any and all of the issuers and securities named in this report and (ii) no part of the compensation of the Analyst was, is, or will be directly or indirectly 

related to the specific recommendations or views contained in this report. Mirae Asset Daewoo Co., Ltd. (“Mirae Asset Daewoo”) policy prohibits its Analysts 

and members of their households from owning securities of any company in the Analyst’s area of coverage, and the Analysts do not serve as an officer, 

director or advisory board member of the subject companies. Except as otherwise specified herein, the Analysts have not received any compensation or 

any other benefits from the subject companies in the past 12 months and have not been promised the same in connection with this report. Like all 

employees of Mirae Asset Daewoo, the Analysts receive compensation that is determined by overall firm profitability, which includes revenues from, 

among other business units, the institutional equities, investment banking, proprietary trading and private client division. At the time of publication of this 

report, the Analysts do not know or have reason to know of any actual, material conflict of interest of the Analyst or Mirae Asset Daewoo except as 

otherwise stated herein. 

 

Disclaimers 

This report was prepared by Mirae Asset Daewoo, a broker-dealer registered in the Republic of Korea and a member of the Korea Exchange. Information 

and opinions contained herein have been compiled in good faith and from sources believed to be reliable, but such information has not been 

independently verified and Mirae Asset Daewoo makes no guarantee, representation or warranty, express or implied, as to the fairness, accuracy, 

completeness or correctness of the information and opinions contained herein or of any translation into English from the Korean language. In case of an 

English translation of a report prepared in the Korean language, the original Korean language report may have been made available to investors in 

advance of this report. 

The intended recipients of this report are sophisticated institutional investors who have substantial knowledge of the local business environment, its 

common practices, laws and accounting principles and no person whose receipt or use of this report would violate any laws or regulations or subject Mirae 

Asset Daewoo or any of its affiliates to registration or licensing requirements in any jurisdiction shall receive or make any use hereof. 

This report is for general information purposes only and it is not and shall not be construed as an offer or a solicitation of an offer to effect transactions in 

any securities or other financial instruments. The report does not constitute investment advice to any person and such person shall not be treated as a 

client of Mirae Asset Daewoo by virtue of receiving this report. This report does not take into account the particular investment objectives, financial 

situations, or needs of individual clients. The report is not to be relied upon in substitution for the exercise of independent judgment. Information and 

opinions contained herein are as of the date hereof and are subject to change without notice. The price and value of the investments referred to in this 

report and the income from them may depreciate or appreciate, and investors may incur losses on investments. Past performance is not a guide to future 

performance. Future returns are not guaranteed, and a loss of original capital may occur. Mirae Asset Daewoo, its affiliates and their directors, officers, 

employees and agents do not accept any liability for any loss arising out of the use hereof. 

Mirae Asset Daewoo may have issued other reports that are inconsistent with, and reach different conclusions from, the opinions presented in this report. 

The reports may reflect different assumptions, views and analytical methods of the analysts who prepared them. Mirae Asset Daewoo may make 

investment decisions that are inconsistent with the opinions and views expressed in this research report. Mirae Asset Daewoo, its affiliates and their 

directors, officers, employees and agents may have long or short positions in any of the subject securities at any time and may make a purchase or sale, or 

offer to make a purchase or sale, of any such securities or other financial instruments from time to time in the open market or otherwise, in each case 

either as principals or agents. Mirae Asset Daewoo and its affiliates may have had, or may be expecting to enter into, business relationships with the 

subject companies to provide investment banking, market-making or other financial services as are permitted under applicable laws and regulations. 

No part of this document may be copied or reproduced in any manner or form or redistributed or published, in whole or in part, without the prior written 

consent of Mirae Asset Daewoo. 

 

  

Stock Ratings Industry Ratings 

Buy : Relative performance of 20% or greater Overweight : Fundamentals are favorable or improving 

Trading Buy : Relative performance of 10% or greater, but with volatility Neutral : Fundamentals are steady without any material changes 

Hold : Relative performance of -10% and 10% Underweight : Fundamentals are unfavorable or worsening 

Sell : Relative performance of -10%   

Ratings and Target Price History (Share price (─), Target price (▬), Not covered (■), Buy (▲), Trading Buy (■), Hold (●), Sell (◆)) 

* Our investment rating is a guide to the relative return of the stock versus the market over the next 12 months. 

* Although it is not part of the official ratings at Mirae Asset Daewoo Co., Ltd., we may call a trading opportunity in case there is a technical or short-term material 

development. 

* The target price was determined by the research analyst through valuation methods discussed in this report, in part based on the analyst’s estimate of future 

earnings. 

* The achievement of the target price may be impeded by risks related to the subject securities and companies, as well as general market and economic 

conditions. 
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its contents.   
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and place orders with Mirae Asset Securities (USA) Inc.  Mirae Asset Securities (USA) Inc. accepts responsibility for the contents of this report in the U.S., 
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