Inflation in Steel industry
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€ €he weak dollar and resulting
drop in imported steel outweigh
the impacts of global deman

run up in steel prices. Cermainly raw matenal faciors ans

still the prirmary contributor fo the sharp risc in stecl
prices (iron ore cosis up 63% vear over vear, coking coal costs
tripling, serap prices jumping, high energy costs, tmansportation
vessel shortnges, freight fuel charpes, etc.). Instend, there are
wiher primary {actors influencing the man in US prces such as,
Thiz weak dollar's effect om steel imports, Global consslidsten m
the indusry
The weak dollar and resulting drop in imported steel outweigh the
impacts of global demand, In fact while demand in many US
inclustries 1% hagh, the contrvction m automolive, bousimg amd
appliance seclors 15 keepang the overall US demand m check,
Unleke the period of 2004- 2005 when steel-making cosrs jusmped
AN dermand spiked, this market is marked by high steel-making
coss and moderate global demeand. The big difference now 1s that
domiesiic steel mills have been able 1o charge whai they want due
te o lack of cheaper-priced impoers. In other words, the weak
dollar has pud the brokes on steel imporis, Global conselidation in
the industry is also playing a significant part. In the past. mills
stnyed within their home regions whenever acquisiions were
rmagles { Astam mills buying Astan mills, LS mills buying US malls,
et Touday, global mills are very oflen acquiring mills m
i fTerent paris of the wirld,
There are Chinese government that has severely modified export
tax rates and VAT changes which have seriously curtailed steel
exports from China, We also have a far savvier “Big Sieel”
inclustry that bas closely matched productsen 1o actual desmanmd
preferring the shuddering of older inefficient nuills o operating at
Just above cost | or in some cases below cost) wlich wsed wbe the
operating nomm. This shifi, which occurred in the lae W¥s, s a
marked change from how mills used to operate. The result - a

ﬂ lot of effores have been attempred to diagnoise the recent

perfect stosm of price increases for sicel buyers!

The steel molustiry has proposed a slew of mezsunes thit will bring
down prices by 12-15 per cent with immedsate effect. Sajjan
Jidal, wice chairman and mansaging director, JSW Stecl said the
indusarry has suggested three measures that the government could
take for bringing about a price reduction. An excise duty cut from
14 per cent to six per cent could bring down the sieel prices by
cight per cend. a 25 per cent export duty on iron ore would impact
the prices by five per cent and the withdrowal of import duty on
input materials such as coke, limestone, fermo alloys, aluminium
amil copper would drag the prices by two per cent, Jindal sand the
industry had decided o beld the priceline for now and would ke
acall onee the government decides on the nequired measures,

Am madusiry source said, " 'We have informexd the povernment that
we will not incresse the prices now, Bl o hike in the prices of mw
material, especially by MMDC, will compel us to hike the poces,”
The govermment-owned MMDC has already wntten 1o some
loig-term customers linting that prices will be hiked i Apeil and
he cliamge will be implemented with retrspectove effect. NMDC
has leng-term contracts with most of the major steel producers
without captive mines. However, a Federation of [ndian Mineral
Indusiries {FIMIT) delegation med the commerce secretary today
and gave an assurance that exponts would not be at the cost of the
domestic indusiry, They further apreed to inferact with others in
the wvalue chain, mcluding sponge dron, pig mon and  steel
industries, in & week's time to find woys of reducing the prices,
Steel industry sources sid the rw material costs have inereased
by Bs 120000 a wonne in the past year Sweel poces, which have
been on an upinend since the stan of tee calendar vear have risen
by am average Bs &, 000 a tomme sinee Jamuary thas year.
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