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TABLE Q1
Iron & Steel Products
(Second Quarter 2009 Forecast)

2008:3 2008:4 2009:1 2009:2 2009:3 2009:4 2010:1 2010:2 2010:3 2010:4 2011:1 2011:2 2011:3

RAW MATERIALS
Iron Ore, Brazil Spot Price ($/dry metric ton unit)
L76GA&Z@C223 488.4 488.4 488.4 317.0 275.0 210.9 203.3 204.8 194.0 191.9 205.7 218.3 230.6
% 0.0 0.0 0.0 -35.1 -13.2 -23.3 -3.6 0.7 -5.3 -1.1 7.2 6.1 5.6
%CHYA 66.0 66.0 0.0 -35.1 -43.7 -56.8 -58.4 -35.4 -29.5 -9.0 1.2 6.6 18.9
Ferrous Scrap - No. 1 Busheling, Three City Avg ($/gross ton)
PS1BUSHELNS 782.7 206.3 229.2 215.0 211.6 250.1 265.3 263.3 261.6 258.4 265.0 263.7 276.2
% 19.9 -73.6 11.1 -6.2 -1.6 18.2 6.1 -0.7 -0.7 -1.2 2.6 -0.5 4.7
%CHYA 158.8 -33.9 -43.0 -67.1 -73.0 21.2 15.8 22.5 23.6 3.3 -0.1 0.1 5.6
Price of Steel Scrap - No.1 Heavy Melt, Three City Avg ($/Long Ton)
PS1HMNS 427.7 156.3 183.7 174.0 169.4 201.2 210.4 212.2 209.4 208.6 210.6 207.5 226.6
% -13.5 -63.5 17.5 -5.3 -2.7 18.8 4.6 0.9 -1.3 -0.4 1.0 -1.5 9.2
%CHYA 69.1 -39.8 -45.3 -64.8 -60.4 28.7 14.5 22.0 23.6 3.6 0.1 -2.2 8.2
Pig Iron, Russia (2001:12=100)
RUSPJ0158L 945.7 503.6 323.1 233.1 251.3 280.4 296.6 294.7 293.1 290.2 305.8 297.0 305.1
% 43.3 -46.7 -35.8 -27.9 7.8 11.5 5.8 -0.7 -0.5 -1.0 5.4 -2.9 2.7
%CHYA 137.3 21.6 -29.8 -64.7 -73.4 -44.3 -8.2 26.4 16.6 3.5 3.1 0.8 4.1
PRODUCT SPOT PRICES ($/SHORT TON, UNLESS OTHERWISE SPECIFIED)
Hot Rolled Sheet, Carbon Steel
PHRCSHEET 1033 702.0 493.0 399.0 466.9 461.3 489.6 521.5 532.1 551.1 534.7 540.0 553.2
% 6.0 -32.0 -29.8 -19.1 17.0 -1.2 6.1 6.5 2.0 3.6 -3.0 1.0 2.4
%CHYA 101.6 32.0 -25.5 -59.0 -54.8 -34.3 -0.7 30.7 14.0 19.5 9.2 3.5 4.0
Cold Rolled Sheet, Carbon Steel
PCRCSHEET 1122 803.3 586.0 481.3 546.2 546.5 575.5 604.5 617.7 642.3 621.4 639.5 650.0
% 6.0 -28.4 -27.1 -17.9 13.5 0.1 5.3 5.0 2.2 4.0 -3.3 2.9 1.6
%CHYA 87.7 30.7 -20.7 -54.5 -51.3 -32.0 -1.8 25.6 13.1 17.5 8.0 5.8 5.2
Hot Dipped Galvanized Sheet
PGALVSHEET 1203 880.7 658.3 565.0 619.0 637.0 653.0 680.4 705.0 721.9 704.6 718.3 731.8
% 6.5 -26.8 -25.2 -14.2 9.6 2.9 2.5 4.2 3.6 2.4 -2.4 1.9 1.9
%CHYA 90.0 30.6 -13.8 -50.0 -48.5 -27.7 -0.8 20.4 13.9 13.3 7.9 5.6 3.8
Plates, Carbon Steel
PCPLATE 1182 1032 777.7 526.0 602.5 648.7 656.7 639.6 677.5 715.8 691.5 703.2 732.1
% 15.7 -12.7 -24.6 -32.4 14.5 7.7 1.2 -2.6 5.9 5.7 -3.4 1.7 4.1
%CHYA 68.8 46.3 -0.6 -48.5 -49.0 -37.1 -15.5 21.6 12.4 10.3 5.3 9.9 8.1
Plate, Carbon Plate Cut to Length, Midwest
PCPLATECUT 1388 1215 858.0 676.7 692.0 714.6 723.5 710.3 758.2 805.3 778.5 791.7 823.4
% 19.7 -12.5 -29.4 -21.1 2.3 3.3 1.2 -1.8 6.7 6.2 -3.3 1.7 4.0
%CHYA 77.3 57.3 1.6 -41.6 -50.1 -41.2 -15.7 5.0 9.6 12.7 7.6 11.5 8.6
Cold Finished Bars, SBQ Grade 1018, Carbon Steel
PSQBAR1018 1373 977.3 822.3 779.0 685.3 673.9 720.8 683.0 637.2 636.4 636.5 638.2 652.7
% 6.3 -28.8 -15.9 -5.3 -12.0 -1.7 7.0 -5.2 -6.7 -0.1 0.0 0.3 2.3
%CHYA 66.1 17.9 -14.0 -39.7 -50.1 -31.1 -12.3 -12.3 -7.0 -5.6 -11.7 -6.6 2.4
Light Structural Shapes, Carbon Steel
PCSTRUCTURAL 1094 949.0 823.0 710.0 682.8 703.4 730.5 706.0 660.6 657.2 636.8 644.2 675.3
% 11.8 -13.2 -13.3 -13.7 -3.8 3.0 3.9 -3.3 -6.4 -0.5 -3.1 1.2 4.8
%CHYA 46.2 23.4 0.2 -27.4 -37.6 -25.9 -11.2 -0.6 -3.2 -6.6 -12.8 -8.8 2.2
Wire Rod, Carbon Steel
PCWIREROD 1019.0 868.3 642.3 491.0 462.9 471.1 463.5 463.0 463.5 515.5 521.7 501.3 505.2
% 10.3 -14.8 -26.0 -23.6 -5.7 1.8 -1.6 -0.1 0.1 11.2 1.2 -3.9 0.8
%CHYA 74.7 49.3 -6.3 -46.8 -54.6 -45.7 -27.8 -5.7 0.1 9.4 12.6 8.3 9.0
Concrete Reinforcing Bar, Carbon Steel
PREBAR 960.7 687.3 531.3 465.3 519.2 489.9 491.4 453.7 467.0 489.3 495.5 500.1 508.7
% 13.3 -28.5 -22.7 -12.4 11.6 -5.6 0.3 -7.7 2.9 4.8 1.2 0.9 1.7
%CHYA 65.7 19.5 -18.5 -45.1 -46.0 -28.7 -7.5 -2.5 -10.1 -0.1 0.8 10.2 8.9
Merchant Bar, Carbon Steel
PCMERCHBAR 1013.0 918.3 820.0 625.0 503.0 470.8 477.1 488.9 495.9 507.6 495.8 487.6 500.2
% 10.0 -9.3 -10.7 -23.8 -19.5 -6.4 1.3 2.5 1.4 2.4 -2.3 -1.7 2.6
%CHYA 56.3 38.5 10.6 -32.1 -50.3 -48.7 -41.8 -21.8 -1.4 7.8 3.9 -0.3 0.9
Stainless Steel Plate Grade 316
PSTAINPLATE316 4590 3986 2798 2489 4032 4042 3632 3594 3940 4025 3721 3854 3957

% -7.4 -13.2 -29.8 -11.0 62.0 0.3 -10.1 -1.1 9.6 2.2 -7.6 3.6 2.7
%CHYA -29.7 -17.7 -44.1 -49.8 -12.2 1.4 29.8 44.4 -2.3 -0.4 2.4 7.2 0.4
Stainless Cold Rolled Sheet, Grade 304
PSTAINSHEET304 4158 3589 2452 2099 2369 2634 2595 2659 2804 2903 3067 3171 3213
% -4.7 -13.7 -31.7 -14.4 12.9 11.2 -1.5 2.5 5.5 3.5 5.6 3.4 1.3
%CHYA -26.7 -9.4 -40.6 -51.9 -43.0 -26.6 5.8 26.7 18.4 10.2 18.2 19.3 14.6

AT A GLANCE provides a
quick summary of the
sector and what’s
driving change.

SUPPLY MANAGER
Iron and Steel

76

Second-Quarter 2009

Hot-Rolled Sheet
Summary
Sheet prices are extremely low, below equilibrium in our
view. Prices are higher in other markets including Europe,
and thus the low prices in the United States will not be sus-
tained. Current prices should be seen as a buying opportu-
nity, although the need to move quickly is small because
the upside is limited.

Inventory destocking is complete. Consumers and service
centers will soon be forced to start buying from mills once
again, implying a pickup in steel production. Nevertheless,
the need for steel will remain low, so the increases in pro-
duction will still leave much idle capacity.

The low inventories introduce an element of risk for steel
buyers. Similar to an after-Christmas sale, the shelves are
rather bare. If a buyer wants something specific, it may not
be available. Any shortages can quickly be alleviated by
increased use of idle mill capacity, but there could be a
short-lived jump in lead times.

Underlying demand remains bad. China is the only major
economy that is growing robustly. The declines are over for
the United States, although any upturn will be anemic.
Meanwhile Europe, Japan, and South America have not
turned the corner. 

Supply
Sheet inventories have been drawn down to minimum lev-
els in most global markets. Although consumption has been
terrible in the recession, production has been even lower.
Inventory is low enough that any uptick in buying could
result in temporary shortages. Such shortages will not last
long, for idle mills could quickly ramp up output. Indeed,
production is slowly being restarted in anticipation of
greater buying.

China is not only the largest steel producer in the world, it
is the strongest economy by far in 2009. Steel production
has already regained the peak levels of 2008 even as other
countries are off 40-60%. The rapid recovery presents risk
and opportunity to steelmakers around the world. If the
Chinese recovery falters or steel is overproduced, then
China could flood the world with excess tonnage.
Nevertheless, if the recovery continues at its current pace,
China will likely become a strong net importer for several
quarters, providing markets for foreign steel companies.

Idle hot-rolled sheet capacity is slowly being restarted.
Months of inventory consumption have pulled stocks to a
minimum. Future consumption, no matter how weak, will
have to come from fresh output. 

The longer-term production forecast shows a profound
shift. It is assumed that the fall in prices and profits will
retard ore, coal, and steel companies from capacity expan-
sion. We do expect the global economy to recover strongly
by 2011, and that future demand will exceed current capac-
ity. The lack of capacity expansion will cause raw-materi-
als shortages very similar to those seen in 2004. The timing
is uncertain. Our forecast assumes that problems will
become evident by 2013 and supply will remain tight until
new mines and coke ovens can be brought online. 

Demand
The worst of the economic declines appear to be winding
down going into the third quarter of 2009. Many sheet end-
markets are stabilizing or even rising ever so slowly.
Nevertheless, it is vital to recognize that lack of declines
does not equate to strong improvement. Indeed, the down-
turn was so deep and the recovery will be so timid that steel
demand from most markets stays well below 2008 peaks
until 2012 or later.

The global automotive market is extremely weak, with
massive production cuts plaguing North America, Europe,
and the Far East. The bankruptcy resolution in North
America means that production should stop falling and
soon rise, although individual customers could find it diffi-
cult to pay for steel. European incentive plans for junking
of old cars are stimulating demand there, and the United
States may copy the plan. These actions will help at the
margin, but until consumers work out from debt and falling
home wealth, autos will remain weak. 

China is recovering much faster than other regions, and
steel production is back to 2008 peaks already. More of the
growth is in construction than in consumer goods. Sheet
demand is rising, but not to the same extent as construc-
tion-focused long products.

Prices
Hot-rolled sheet prices are recovering after falling to
$390/short ton in May. This is the first time since January
2004 that prices were below $400. The prices were too low
to be sustained. Scrap has rebounded after earlier weaken-
ing to the point where surcharges were minimal or gone
altogether. Thus, surcharges will soon be reimposed,
although they will not be high—probably about $50/ton or
so. We do not believe prices below $450/short ton are sus-
tainable at all, and believe the equilibrium to be just below
$500, well above current levels. The percent increase is
large from May levels, but the price is low compared with
the past five years.
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Forecast Highlights
Hot-rolled coil and sheet (HRCS) supply is near balance, and may actually be getting a bit tight. This scenario should
not be construed as a sign of strength, however. It is rather a consequence of very low output and continuous invento-
ry drawdown. Mills will boost production very modestly to balance inventory, but much global sheet capacity remains
idle through 2011, maybe 2012.

Demand is reaching its low point in most countries and will creep upwards over the second half of 2009 and the first
half of 2010. China is recovering faster; Europe and Japan are slower. Significant improvement starts late in 2010, with
2008 peaks not regained until 2012 or later.

Prices reached their low point in April and May. Most regions fell below $450/metric tonne ($400/short ton), which
was too low. A mild recovery is already occurring as prices move to a more sustainable level just above $500/metric
tonne. Sellers will find it very hard to get additional increases with so much capacity sitting idle.

Hot Rolled Sheet at a Glance
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DATA FORECAST TABLES provide three-year quarterly
forecasts that help you anticipate price changes
and better negotiate contracts.

QUARTERLY ANALYSIS tracks manufacturing-
related trends and statistics, including
projections of detailed materials and
commodity buys.

THE POWER OF PERSPECTIVE

CONTACT US Web: www.ihsglobalinsight.com E-mail: info@ihsglobalinsight.com
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ABOUT IHS GLOBAL INSIGHT: IHS Global Insight (www.ihsglobalinsight.com) provides the most comprehensive economic and financial
information on countries, regions, and industries available from any source. IHS Global Insight’s immediate and insightful analysis of
market conditions and key events enables innovative and successful decision making for clients around the world. IHS Global Insight
employs approximately 700 employees in 13 countries.
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TABLE Q1
Iron & Steel Products
(Second Quarter 2009 Forecast)

2008:3 2008:4 2009:1 2009:2 2009:3 2009:4 2010:1 2010:2 2010:3 2010:4 2011:1 2011:2 2011:3

RAW MATERIALS
Iron Ore, Brazil Spot Price ($/dry metric ton unit)
L76GA&Z@C223 488.4 488.4 488.4 317.0 275.0 210.9 203.3 204.8 194.0 191.9 205.7 218.3 230.6
% 0.0 0.0 0.0 -35.1 -13.2 -23.3 -3.6 0.7 -5.3 -1.1 7.2 6.1 5.6
%CHYA 66.0 66.0 0.0 -35.1 -43.7 -56.8 -58.4 -35.4 -29.5 -9.0 1.2 6.6 18.9
Ferrous Scrap - No. 1 Busheling, Three City Avg ($/gross ton)
PS1BUSHELNS 782.7 206.3 229.2 215.0 211.6 250.1 265.3 263.3 261.6 258.4 265.0 263.7 276.2
% 19.9 -73.6 11.1 -6.2 -1.6 18.2 6.1 -0.7 -0.7 -1.2 2.6 -0.5 4.7
%CHYA 158.8 -33.9 -43.0 -67.1 -73.0 21.2 15.8 22.5 23.6 3.3 -0.1 0.1 5.6
Price of Steel Scrap - No.1 Heavy Melt, Three City Avg ($/Long Ton)
PS1HMNS 427.7 156.3 183.7 174.0 169.4 201.2 210.4 212.2 209.4 208.6 210.6 207.5 226.6
% -13.5 -63.5 17.5 -5.3 -2.7 18.8 4.6 0.9 -1.3 -0.4 1.0 -1.5 9.2
%CHYA 69.1 -39.8 -45.3 -64.8 -60.4 28.7 14.5 22.0 23.6 3.6 0.1 -2.2 8.2
Pig Iron, Russia (2001:12=100)
RUSPJ0158L 945.7 503.6 323.1 233.1 251.3 280.4 296.6 294.7 293.1 290.2 305.8 297.0 305.1
% 43.3 -46.7 -35.8 -27.9 7.8 11.5 5.8 -0.7 -0.5 -1.0 5.4 -2.9 2.7
%CHYA 137.3 21.6 -29.8 -64.7 -73.4 -44.3 -8.2 26.4 16.6 3.5 3.1 0.8 4.1
PRODUCT SPOT PRICES ($/SHORT TON, UNLESS OTHERWISE SPECIFIED)
Hot Rolled Sheet, Carbon Steel
PHRCSHEET 1033 702.0 493.0 399.0 466.9 461.3 489.6 521.5 532.1 551.1 534.7 540.0 553.2
% 6.0 -32.0 -29.8 -19.1 17.0 -1.2 6.1 6.5 2.0 3.6 -3.0 1.0 2.4
%CHYA 101.6 32.0 -25.5 -59.0 -54.8 -34.3 -0.7 30.7 14.0 19.5 9.2 3.5 4.0
Cold Rolled Sheet, Carbon Steel
PCRCSHEET 1122 803.3 586.0 481.3 546.2 546.5 575.5 604.5 617.7 642.3 621.4 639.5 650.0
% 6.0 -28.4 -27.1 -17.9 13.5 0.1 5.3 5.0 2.2 4.0 -3.3 2.9 1.6
%CHYA 87.7 30.7 -20.7 -54.5 -51.3 -32.0 -1.8 25.6 13.1 17.5 8.0 5.8 5.2
Hot Dipped Galvanized Sheet
PGALVSHEET 1203 880.7 658.3 565.0 619.0 637.0 653.0 680.4 705.0 721.9 704.6 718.3 731.8
% 6.5 -26.8 -25.2 -14.2 9.6 2.9 2.5 4.2 3.6 2.4 -2.4 1.9 1.9
%CHYA 90.0 30.6 -13.8 -50.0 -48.5 -27.7 -0.8 20.4 13.9 13.3 7.9 5.6 3.8
Plates, Carbon Steel
PCPLATE 1182 1032 777.7 526.0 602.5 648.7 656.7 639.6 677.5 715.8 691.5 703.2 732.1
% 15.7 -12.7 -24.6 -32.4 14.5 7.7 1.2 -2.6 5.9 5.7 -3.4 1.7 4.1
%CHYA 68.8 46.3 -0.6 -48.5 -49.0 -37.1 -15.5 21.6 12.4 10.3 5.3 9.9 8.1
Plate, Carbon Plate Cut to Length, Midwest
PCPLATECUT 1388 1215 858.0 676.7 692.0 714.6 723.5 710.3 758.2 805.3 778.5 791.7 823.4
% 19.7 -12.5 -29.4 -21.1 2.3 3.3 1.2 -1.8 6.7 6.2 -3.3 1.7 4.0
%CHYA 77.3 57.3 1.6 -41.6 -50.1 -41.2 -15.7 5.0 9.6 12.7 7.6 11.5 8.6
Cold Finished Bars, SBQ Grade 1018, Carbon Steel
PSQBAR1018 1373 977.3 822.3 779.0 685.3 673.9 720.8 683.0 637.2 636.4 636.5 638.2 652.7
% 6.3 -28.8 -15.9 -5.3 -12.0 -1.7 7.0 -5.2 -6.7 -0.1 0.0 0.3 2.3
%CHYA 66.1 17.9 -14.0 -39.7 -50.1 -31.1 -12.3 -12.3 -7.0 -5.6 -11.7 -6.6 2.4
Light Structural Shapes, Carbon Steel
PCSTRUCTURAL 1094 949.0 823.0 710.0 682.8 703.4 730.5 706.0 660.6 657.2 636.8 644.2 675.3
% 11.8 -13.2 -13.3 -13.7 -3.8 3.0 3.9 -3.3 -6.4 -0.5 -3.1 1.2 4.8
%CHYA 46.2 23.4 0.2 -27.4 -37.6 -25.9 -11.2 -0.6 -3.2 -6.6 -12.8 -8.8 2.2
Wire Rod, Carbon Steel
PCWIREROD 1019.0 868.3 642.3 491.0 462.9 471.1 463.5 463.0 463.5 515.5 521.7 501.3 505.2
% 10.3 -14.8 -26.0 -23.6 -5.7 1.8 -1.6 -0.1 0.1 11.2 1.2 -3.9 0.8
%CHYA 74.7 49.3 -6.3 -46.8 -54.6 -45.7 -27.8 -5.7 0.1 9.4 12.6 8.3 9.0
Concrete Reinforcing Bar, Carbon Steel
PREBAR 960.7 687.3 531.3 465.3 519.2 489.9 491.4 453.7 467.0 489.3 495.5 500.1 508.7
% 13.3 -28.5 -22.7 -12.4 11.6 -5.6 0.3 -7.7 2.9 4.8 1.2 0.9 1.7
%CHYA 65.7 19.5 -18.5 -45.1 -46.0 -28.7 -7.5 -2.5 -10.1 -0.1 0.8 10.2 8.9
Merchant Bar, Carbon Steel
PCMERCHBAR 1013.0 918.3 820.0 625.0 503.0 470.8 477.1 488.9 495.9 507.6 495.8 487.6 500.2
% 10.0 -9.3 -10.7 -23.8 -19.5 -6.4 1.3 2.5 1.4 2.4 -2.3 -1.7 2.6
%CHYA 56.3 38.5 10.6 -32.1 -50.3 -48.7 -41.8 -21.8 -1.4 7.8 3.9 -0.3 0.9
Stainless Steel Plate Grade 316
PSTAINPLATE316 4590 3986 2798 2489 4032 4042 3632 3594 3940 4025 3721 3854 3957

% -7.4 -13.2 -29.8 -11.0 62.0 0.3 -10.1 -1.1 9.6 2.2 -7.6 3.6 2.7
%CHYA -29.7 -17.7 -44.1 -49.8 -12.2 1.4 29.8 44.4 -2.3 -0.4 2.4 7.2 0.4
Stainless Cold Rolled Sheet, Grade 304
PSTAINSHEET304 4158 3589 2452 2099 2369 2634 2595 2659 2804 2903 3067 3171 3213
% -4.7 -13.7 -31.7 -14.4 12.9 11.2 -1.5 2.5 5.5 3.5 5.6 3.4 1.3
%CHYA -26.7 -9.4 -40.6 -51.9 -43.0 -26.6 5.8 26.7 18.4 10.2 18.2 19.3 14.6

AT A GLANCE provides a
quick summary of the
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driving change.

SUPPLY MANAGER
Iron and Steel

76

Second-Quarter 2009

Hot-Rolled Sheet
Summary
Sheet prices are extremely low, below equilibrium in our
view. Prices are higher in other markets including Europe,
and thus the low prices in the United States will not be sus-
tained. Current prices should be seen as a buying opportu-
nity, although the need to move quickly is small because
the upside is limited.

Inventory destocking is complete. Consumers and service
centers will soon be forced to start buying from mills once
again, implying a pickup in steel production. Nevertheless,
the need for steel will remain low, so the increases in pro-
duction will still leave much idle capacity.

The low inventories introduce an element of risk for steel
buyers. Similar to an after-Christmas sale, the shelves are
rather bare. If a buyer wants something specific, it may not
be available. Any shortages can quickly be alleviated by
increased use of idle mill capacity, but there could be a
short-lived jump in lead times.

Underlying demand remains bad. China is the only major
economy that is growing robustly. The declines are over for
the United States, although any upturn will be anemic.
Meanwhile Europe, Japan, and South America have not
turned the corner. 

Supply
Sheet inventories have been drawn down to minimum lev-
els in most global markets. Although consumption has been
terrible in the recession, production has been even lower.
Inventory is low enough that any uptick in buying could
result in temporary shortages. Such shortages will not last
long, for idle mills could quickly ramp up output. Indeed,
production is slowly being restarted in anticipation of
greater buying.

China is not only the largest steel producer in the world, it
is the strongest economy by far in 2009. Steel production
has already regained the peak levels of 2008 even as other
countries are off 40-60%. The rapid recovery presents risk
and opportunity to steelmakers around the world. If the
Chinese recovery falters or steel is overproduced, then
China could flood the world with excess tonnage.
Nevertheless, if the recovery continues at its current pace,
China will likely become a strong net importer for several
quarters, providing markets for foreign steel companies.

Idle hot-rolled sheet capacity is slowly being restarted.
Months of inventory consumption have pulled stocks to a
minimum. Future consumption, no matter how weak, will
have to come from fresh output. 

The longer-term production forecast shows a profound
shift. It is assumed that the fall in prices and profits will
retard ore, coal, and steel companies from capacity expan-
sion. We do expect the global economy to recover strongly
by 2011, and that future demand will exceed current capac-
ity. The lack of capacity expansion will cause raw-materi-
als shortages very similar to those seen in 2004. The timing
is uncertain. Our forecast assumes that problems will
become evident by 2013 and supply will remain tight until
new mines and coke ovens can be brought online. 

Demand
The worst of the economic declines appear to be winding
down going into the third quarter of 2009. Many sheet end-
markets are stabilizing or even rising ever so slowly.
Nevertheless, it is vital to recognize that lack of declines
does not equate to strong improvement. Indeed, the down-
turn was so deep and the recovery will be so timid that steel
demand from most markets stays well below 2008 peaks
until 2012 or later.

The global automotive market is extremely weak, with
massive production cuts plaguing North America, Europe,
and the Far East. The bankruptcy resolution in North
America means that production should stop falling and
soon rise, although individual customers could find it diffi-
cult to pay for steel. European incentive plans for junking
of old cars are stimulating demand there, and the United
States may copy the plan. These actions will help at the
margin, but until consumers work out from debt and falling
home wealth, autos will remain weak. 

China is recovering much faster than other regions, and
steel production is back to 2008 peaks already. More of the
growth is in construction than in consumer goods. Sheet
demand is rising, but not to the same extent as construc-
tion-focused long products.

Prices
Hot-rolled sheet prices are recovering after falling to
$390/short ton in May. This is the first time since January
2004 that prices were below $400. The prices were too low
to be sustained. Scrap has rebounded after earlier weaken-
ing to the point where surcharges were minimal or gone
altogether. Thus, surcharges will soon be reimposed,
although they will not be high—probably about $50/ton or
so. We do not believe prices below $450/short ton are sus-
tainable at all, and believe the equilibrium to be just below
$500, well above current levels. The percent increase is
large from May levels, but the price is low compared with
the past five years.
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Forecast Highlights
Hot-rolled coil and sheet (HRCS) supply is near balance, and may actually be getting a bit tight. This scenario should
not be construed as a sign of strength, however. It is rather a consequence of very low output and continuous invento-
ry drawdown. Mills will boost production very modestly to balance inventory, but much global sheet capacity remains
idle through 2011, maybe 2012.

Demand is reaching its low point in most countries and will creep upwards over the second half of 2009 and the first
half of 2010. China is recovering faster; Europe and Japan are slower. Significant improvement starts late in 2010, with
2008 peaks not regained until 2012 or later.

Prices reached their low point in April and May. Most regions fell below $450/metric tonne ($400/short ton), which
was too low. A mild recovery is already occurring as prices move to a more sustainable level just above $500/metric
tonne. Sellers will find it very hard to get additional increases with so much capacity sitting idle.

Hot Rolled Sheet at a Glance
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DATA FORECAST TABLES provide three-year quarterly
forecasts that help you anticipate price changes
and better negotiate contracts.

QUARTERLY ANALYSIS tracks manufacturing-
related trends and statistics, including
projections of detailed materials and
commodity buys.
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