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Locker Associates: Client Service  
Serving unions on business issues and campaigns 
 
Over 31 years of experience 

 225 U.S. and Canadian engagements focused on steel & other 
metals, as well as manufacturing, construction and distribution 

 Major union clients: USW, UAW, CWA, IBT, IAM, Unite-HERE, 
Boilermakers, IUE, Ironworkers, NYC Building Trades, 
independent steel locals and others  

 Emphasis on reorganizations requiring operating improvements 

•  Joint labor-management efforts to enhance performance 

•  Identify & negotiate with union-friendly buyers for distressed 
 companies 

•  Evaluate company business & market plans, as well as cap ex 

•  Economic and industry analysis for contract negotiations 

 Extensive experience protecting union interests in bankruptcies  

 Experts on organizing and directing corporate campaigns 
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 The future of steel is bright, but the future of the integrated 
sector is cloudy.  BF/BOF production is declining in the U.S. and 
Europe, but still gaining in the rest of the world. 

 Steelmakers around the world are facing a margin squeeze as 
a result of higher raw material costs, flat to down prices and 
lower operating rates (overcapacity).   

 Since 2000, global steel demand is growing at a rate of 6%; 
80% of that is due to China, which today represents 46% of 
global steel production and consumption. 

 Construction is by far the largest end-user and steel is by far 
the greatest construction material.   

 In auto market, losing share to lighter products (aluminum, 
plastics).  Countering with advanced steels that are high-strength 
and lower weight. 

Major Findings: Part I 
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 Auto is facing record aluminum usage which is replacing 
heavier steel -- rising about 5% a year, and growth should 
accelerate over the next decade as fuel economy and lower 
emissions are stiffened.  For each 10% reduction in vehicle 
weight, car manufacturers achieve a 5% to 7% fuel saving. 

 Integrated sector is facing severe energy and environmental 
challenges.  Mills are replacing iron ore with DRI and coking coal 
with fuel. 

 In EU, by 2020 integrated capacity could be reduced by one 
third. With the advent of DRI, nearly half of the NAFTA 
integrated mills will be threatened. 

 In Japan, the nuclear disaster raised electricity costs, making 
EAF production uncompetitive (30% of total EAF costs, which 
constitutes 24% of raw steel production). 

Major Findings: Part II 
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 EAF steelmaking is now 60% in NAFTA, 50% in EU, 39% in 
Korea and 10% in China. 

 EAF has major environmental advantages over integrated, but 
integrated currently has lower cost. 

 With low natural gas prices, DRI enjoys a $85/tonne cost 
advantage over scrap or pig iron, a major reason Nucor is 
building a DRI plant in Alabama (2 modules for 5 mt) in addition 
to its 2 mt plant in Trinidad. Nucor signed a 20-year shale gas 
contract with Encana Oil & Gas. This facility could produce DRI 
at $321/t, iron ore at $100/t and $4/mmbtu natural gas.   

 Steel Dynamics is also committed to vertical integration by 
boosting its captive raw materials supply.  SDI now gets about 
half of its scrap from Omnisource and is completely self-
sufficient in pig iron, which it receives from Mesabi Nuggets, its 
JV with Kobe Steel in Minnesota. 

Major Findings: Part III 
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 AK Steel analysts are divided on whether the company faces 
a major liquidity crisis by 2015 that could threaten its solvency.  
Appears it can fund operations, capex and pension payments for 
only the next couple of years. 

 Severstal plans $1 billion capital investment program for 2013, 
$704 million in Russia and only $107 million in the US. 

 Gerdau appears to be downsizing in NA.  St. Paul cuts limited 
by a favorable loan from the Port Authority to help finance a 
major upgrade. At Monroe, installing a new caster and a vacuum 
degasser later this year, as well as upgrading the rolling facilities 
(adding six new stands and a walking beam furnace). SBQ 
demand is strong due to high transportation sector. 

Major Findings: Part IV 
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WORLD STEEL 



 

 

World Crude Production, 2005 - 2012 
China constitutes 46% of global supply 
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World Apparent Steel Use, 2013f 
Continues to climb  
 

Source: World Steel Association, 10/12 - 8 - Locker Associates, Inc. 

Short-range Outlook for Apparent Steel Use (ASU), 2011-2013 

Apparent Steel Use (Mt) Growth Rate, % 

Region 2011 2012 (f) 2013 (f) 2011 2012 (f) 2013 (f) 

European Union (27) 153.1 144.5 148.1 5.9 -5.6 2.4 

Other Europe 33.2 34.4 36.0 12.7 3.8 4.5 

CIS 54.8 55.2 57.4 13.8 0.8 3.9 

NAFTA 121.3 130.4 135.1 9.0 7.5 3.6 

Central & S. America 45.7 47.4 50.4 2.6 3.8 6.3 

Africa 23.9 25.3 27.3 -3.4 5.8 7.7 

Middle East 48.2 49.9 52.8 2.9 3.5 5.9 

Asia & Oceania 900.6 922.2 947.9 5.9 2.4 2.8 

World 1,380.9 1,409.4 1,454.9 6.2 2.1 3.2 

Developed Economies 395.6 394.6 402.1 6.2 -0.3 1.9 

Emerging/Dev. Economies 985.2 1014.8 1,052.8 6.3 3.0 3.7 

   China 623.9 639.5 659.2 6.2 2.5 3.1 

   BRIC 759.7 779.9 806.0 6.4 2.7 3.3 

   MENA 59.8 62.7 66.9 -2.0 4.9 6.7 

World, excl China 757.0 769.9 795.6 6.3 1.7 3.3 



 

World Steel Capacity Utilization, 2012 
Declining demand + net increase in supply = excess capacity 
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Automaking Consumes 12% of World’s Steel 
While construction is over 50% 

- 10 - Source: World Steel Association, 12/12 Locker Associates, Inc. 

”New high-strength lightweight steel is 

dramatically changing the market.  In 1937 

83,000 tonnes of steel was used to build 

the Golden Gate Bridge in SF.   

Today, only half of that would be needed.” 

 -- WorldSteel.org, 1/13 



 

 

Steel Producing & Using Countries 
China takes over; NAFTA and Japan recede 

- 11 - Source: World Steel Association, 2012 Locker Associates, Inc. 



 

Top 20 Steel Producing Countries, 2012p  
Top five produce 74% of world output   
 

Top 20 Steel Producing Countries, 2012p & 2011 (in 000 tonnes) 

Rank Country 2012p 2011 % Chg 

1 China 717 695 3.1% 

2 Japan 107 108 -0.3% 

3 United States 89 86 2.5% 

4 India 77 74 4.3% 

5 Russia 71 69 2.5% 

6 South Korea 69 69 1.2% 

7 Germany 43 44 -3.7% 

8 Turkey 36 34 5.2% 

9 Brazil 35 35 -1.5% 

10 Ukraine 33 35 -6.9% 

11 Italy 27 29 -5.2% 

12 Taiwan 21 20 2.4% 

13 Mexico 18 18 0.4% 

14 France 16 16 -1.1% 

15 Iran 15 13 9.6% 

16 Canada 14 13 5.9% 

17 Spain 14 16 -12.1% 

18 United Kingdom 10 10 2.9% 

19 Poland 8 9 -5.0% 

20 Austria 7 8 -0.7% 

Source: World Steel Association, 2/13 

 In my last UAW presentation     

in 2009, the top 5 produced 

63% of world output 

Locker Associates, Inc. - 12 - 

 China plans to produce 750 

million tonnes in 2013 



 

World’s Top 15 Steelmakers, 1972 & 2012  
Seven of the top 15 headquartered in China; 2 in US 
 

World’s Top Steelmakers, 2012 (in million tonnes) 

# Company Country Tonnes 

1 ArcelorMittal Luxembourg 97.2 

2 Hebei Group China 44.4 

3 Bao Steel China 43.3 

4 POSCO South Korea 39.1 

5 Wuhan Steel China 37.7 

6 Nippon Steel Japan 33.4 

7 Shagang China 31.9 

8 Shougang China 30.0 

9 JFE Japan 29.9 

10 Ansteel China 29.8 

11 Shandong China 24.0 

12 TATA India 23.8 

13 U.S. Steel USA 22.0 

14 Gerdau Brazil 20.5 

15 Nucor USA 19.9 

- 13 - Locker Associates, Inc. Source: World Steel Association, 2/13 

World’s Top Steelmakers, 1972 (in million tonnes) 

# Company Country Tonnes 

1 Nippon Steel Japan 34.6 

2 US Steel USA 28.5 

3 British Steel England 25.6 

4 Bethlehem USA 18.7 

5 Nippon Kokan Japan 12.9 

6 Thyssen Hutte Germany 12.2 

7 Sumitomo Japan 11.2 

8 Kawasaki Japan 11.0 

9 Finsider Soviet Union 9.7 

10 Republic Steel USA 8.7 

11 Wendel-Sidelor France 8.2 

12 Usinor France 8.0 

13 National Steel USA 7.6 

14 Armco Steel USA 7.2 

15 Broken Hill Australia 6.8 

In 1972, five of the top 15 were headquartered in the US; 4 in Japan 



 

World’s Largest Flat Producers, 2012 
Top 20 have 59% of the world market 
 

World’s Largest Flat Product Producers, 2012 (million tonnes) 

Rank Company Base Capacity 

1 ArcelorMittal Luxembourg 113.3 

2 Baosteel China 34.9 

3 Nippon Steel Japan 32.9 

4 POSCO Korea Republic 31.3 

5 JFE Steel Japan 30.5 

6 US Steel USA 29.2 

7 AnBen China 28.1 

8 Thyssen Krupp Germany 24.2 

9 Severstal Russia 19.2 

10 TATA Corus India 17.4 

11 MMK Russia 16.5 

12 Wuhan Iron & Steel China 15.7 

13 China Steel Taiwan 13.7 

14 Jiangsu Shagang China 13.5 

15 Riva Group Italy 12.6 

16 Nucor USA 10.6 

17 Shandong China 10.3 

18 NLMK Russia 9.9 

19 AK Steel USA 9.5 

20 Hebei China 9.4 

Total Top 20 482.7 

Total World 821.4 

- 14 - Locker Associates, Inc. Source: World Steel Association, 2/13 



 

World’s Largest Long Producers, 2012 
Top 20 have 34% of the world market 
 

- 15 - Locker Associates, Inc. Source: World Steel Association, 2/13 

World’s Largest Long Product Producers, 2012 (million tonnes) 

Rank Company Base Capacity 

1 ArcelorMittal Luxembourg 54.4 

2 Gerdau Brazil 25.1 

3 Evrazholding Group Russia 18.4 

4 TATA Corus India 11.9 

5 Nippon Steel Japan 11.1 

6 Nucor USA 10.8 

7 JFE Steel Japan 10.2 

8 Baosteel China 9.4 

9 Hebei Steel China 9.1 

10 Riva Group Italy 9.0 

11 Celsa Group Spain 8.6 

12 Wuhan Iron & Steel China 8.1 

13 Severstal Russia 7.9 

14 Metinvest Group Ukraine 7.8 

15 Hyundai Group Korea Republic 7.0 

16 Shougang China 6.9 

17 NLMK Russia 6.7 

18 Sumitomo Japan 6.6 

19 Jiangsu Shagang China 6.0 

20 Panzhihua Iron & Steel China 5.7 

Total Top 20 240.7 

Rest of World 704.0 



 

Richest Global Metal and Mining Barons 
Not a single US individual makes the list  
 

Source: Bloomberg, 11/12 - 16 - Locker Associates, Inc. 

Metal & Mining Barons in Bloomberg Billionaires Index 2012  

Rank* Name Age Worth Source Citizen 

  28 Eike Batista 56 20.4 OGX Petroleo & Gas Brazil  

  29 Iris Fontbona na 20.2 Antofagasta  Chile  

  34 Alberto Bailleres Gonzalez 81 19.5 Industrias Peoles Mexico  

  36 Gina Rinehart 58 19.1 Hancock Prospecting Australia  

  38 Rinat Akhmetov 46 18.9 Metinvest Ukraine  

  40 Alisher Usmanov 59 18.0 Metalloinvest Russia  

  41 Lakshmi Mittal 62 17.4 ArcelorMittal India  

  44 Vladimir Lisin 56 16.7 Novolipetsk Steel Russia  

  48 Alexey Mordashov 47 15.0 Severstal Russia  

  51 Roman Abramovich 46 14.7 Sibneft Russia  

  55 Mikhail Prokhorov 47 13.9 MMC Norilsk Nickel Russia  

  58 Vladimir Potanin 51 13.8 MMC Norilsk Nickel Russia  

  75 Andrey Melnichenko 40 12.0 SUEK Russia  

  87 Sara Mota de Larrea na 10.9 Grupo Mexico Mexico  

  90 Oleg Deripaska 44 10.5 United Co. Rusal Russia  

  97 Paolo Rocca 60 10.2 Tenaris Italy  

118 Kumar Birla 45 9.1 Essel Mining & Industries India  

122 Savitri Jindal 62 8.8 Jindal Steel & Power India  

137 Beny Steinmetz 56 8.1 Steinmetz Diamond Group Israel  

(worth in US$ billions; *world rank) 



 

US STEEL INDUSTRY 



 

Overall Domestic Performance, 2012 
Since 2009 low-point, some recovery 
 

(million tonnes, except for prices) 2009 2010 2011 2012 

11/12 

 %chg 

Raw Steel Production(mt) .….. 58.2 80.5 86.4 88.6 2.5% 

Mill Shipments(mt)……….…… 54.8 75.8 83.5 87.2 4.4% 

Exports(mt)……………….…….. 8.5 11.0 12.2 12.5 2.2% 

Total Imports(mt)………………. 14.7 21.7 25.9 30.4 17.4% 

Average Spot Price* ($/ton)…… $553 $680 $867 $754 -13.0% 

Average Scrap Price# ($/ton)… $236 $348 $437 $398 -9.8% 

(*composite price of 3 carbon steel products  #shredded bundles;  mt=metric tonnes) 

Source:  AISI; World Steel Dynamics, 2/13 - 18 - Locker Associates, Inc. 

In 2012, US operated at 75% of capacity as demand stagnated -- 

especially construction -- and supply fragmented  



 

U.S. Steel Shipments & Consumption (1995-2013)  
Just getting back to 1995 levels  
 

Source: World Steel Dynamics, 6/12 - 19 - Locker Associates, Inc. 

US Steel Shipment & Consumption Outlook, 1995-2013f 

(million short tons) 1995 2000 2005 2009 2010 2011 2012e 2013f 

First quarter 24.9 28.6 27.1 13.3 20.5 22.5 25.0 25.5 

Second quarter 24.4 28.5 25.6 13.5 21.7 22.3 24.5 26.0 

Third quarter 24.0 27.3 25.7 16.8 20.8 23.7 24.0 25.5 

Fourth quarter 24.2 24.7 26.6 18.6 20.4 23.4 24.5 25.1 

Shipments 97.5 109.1 105.0 62.2 83.4 91.9 98.0 102.1 

Plus: Imports 24.4 38.0 32.1 16.2 23.9 28.5 31.5 33.0 

Less: Imported semis converted to 

finished products* 
5.0 8.6 6.9 2.0 5.1 6.7 8.0 8.5 

Less: Exports 7.1 6.5 9.4 9.3 12.0 13.5 13.5 14.0 

Subtotal: Apparent steel demand 109.8 131.9 120.8 67.1 90.2 100.3 108.0 112.6 

Less: Est. user/buyer inv. build -2.0 -2.0 -6.4 -10.0 4.0 1.5 2.8 2.0 

Equals: Actual steel consumption 111.8 133.9 127.2 77.1 86.2 98.8 105.3 110.6 

% Change 2.0% 3.1% 2.8% -32.9% 11.9% 14.5% 6.6% 5.1% 

Index of activity (IDX) in 15 steel 

consuming industries (2004 =100) 
98.6 116.2 101.9 75.4 79.3 84.3 88.0 91.4 

% Change 4.3% 5.8% 1.9% -24.8% 5.2% 6.3% 4.3% 3.9% 

Steel Consumption** 1.134 1.152 1.247 1.022 1.088 1.172 1.197 1.210 
 

*AISI-reporting companies; **per point of activity index (million tons) 



 

Imports Back to Pre-crisis Levels 
Despite continued soft demand  
 

- 20 - Locker Associates, Inc. Source: Goldman Sachs, 1/13 



 

Steel Shipments by End-Use Markets, 2012 
Construction & automotive make up 65% of demand  
 

- 21 - Locker Associates, Inc. Source: AISI, 2/13 

*preliminary 



 

US Flat Product Shipments 
Recovered to pre-crisis levels 
 

- 22 - Locker Associates, Inc. Source: Goldman Sachs, 1/13 



 

US Long Product Shipments 
Lagging behind due to lower construction demand  
 

- 23 - Locker Associates, Inc. Source: Goldman Sachs, 1/13 



 Source: World Steel Dynamics, 2/9/13 

Steel Product Prices; 5-year History  
Financial crisis had huge effect on prices 
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Current Prices (7/12 – 2/13) 

Holding steady over the last 8 months 

Source: World Steel Dynamics, 2/13 

 

($/ton) Jul Aug Sep Oct Nov Dec Jan Feb 

Hot-rolled band 607 647 657 605 617 639 624 631 

Cold rolled coil 707 751 753 705 721 742 722 727 

Plate 819 796 778 739 714 733 735 722 

#1 Heavy melt 295 354 345 301 342 344 346 332 

Shredded scrap 332 393 382 330 382 381 379 366 

#1 Busheling 329 397 376 337 380 376 385 370 
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Growth of Domestic Capacity 
Keeps expanding  
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Expecting Decrease in U.S. HRC Prices  
Down as much as 3% in 2013  
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Steel Price Forecast  
Not much movement  
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Margins Have Compressed 
Compressed margins due to higher input costs  
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Mini Mill EBITDA Margins 
Still well below pre-crisis levels; 2012 margins off 50%  
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Company Results – 2012 vs 2011  
SDI and USS do surprisingly well 
 

Company 
Shipments 
(mil net tons) 

Sales 
($ millions) 

Sales/ton 
($) 

EBITDA 
($ millions) 

2012 2011 2012 2011 2012 2011 2012 2011 

AK Steel 5.4 5.7 $5,934 $6,468 $1,099 $1,135 $238 $267 

Nucor 23.1 23.0 $19,429 $20,024 $841 $871 $1,534 $1,926 

SDI 5.4 5.4 $7,290 $7,998 $1,350 $1,481 $595 $732 

U.S. Steel 16.0 15.5 $11,976 $11,776 $749 $760 $891 $937 

Total  49.9 49.6 $44,629 $46,266 $894 $933 $3,257.7 $3,862.1 

Source: World Steel Dynamics, 2/19/13 - 31 - Locker Associates, Inc. 

 Company data is steel-related business only; U.S. Steel data is flat-rolled and tubular, excluding Europe  



 

Steel Sector Stock Performance, 2012 
AK Steel plunges 46% while others underperform  
 

- 32 - Locker Associates, Inc. Source: Goldman Sachs, 1/13 

In December, Goldman Sachs downgraded AK with a target 

price of $3 per share  



 

Company Raw Materials Exposure 
Market fluctuations make some more vulnerable  
 

- 33 - Locker Associates, Inc. Source: Morgan Stanley, 5/12 

Ticker Iron Ore Coking Coal Coke 

Scrap 

Processing* 

X 100%** Contracted at $188/t 100% 0 

AKS 6% Contracted near $190/t 60% 0 

NUE na na na 35% 

STLD 0% Contracted near $190/t na 50-100% 

CMC na na na 100% 

SCHN na na na 100% 

*Scrap processing capability / tons of scrap consumed; **North American operations 



 

Service Center Industry 
Remains highly fragmented  
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U.S. Steel Industry: Economic Impact 
Employs over one million workers (direct & indirect)    
 

Source: Economic Impacts; American Steel Industry, 3/12  - 35 - Locker Associates, Inc. 



 

Steel Industry Political Contributions 
Renco and Nucor lead the way  
 

Source: Opensecrets.org 11/12  - 36 - Locker Associates, Inc. 



 

AK STEEL 



 

AK’s Year-end Shipments & Growth (2010-2012) 

Attractive product mix, but low margins & cash crunch 
 

Source: Goldman Sachs, 1/13 - 38 - Locker Associates, Inc. 

Product (000 tons) 2010 2011 2012 

 Stainless/electrical 857 900 850 

 Coated 2,604 2,441 2,410 

 Cold-rolled 1,204 1,204 1,139 

 Tubular 121 130 133 

 Hot-rolled 693 874 768 

 Secondary 160 150 135 

Total Shipments 5,638 5,699 5,432 

Volume Growth 2010 2011 2012 

 Stainless/electrical 15% 16% 16% 

 Coated 46% 43% 44% 

 Cold-rolled 21% 21% 21% 

 Tubular 2% 2% 2% 

 Hot-rolled 12% 15% 14% 

 Secondary 3% 3% 2% 

Average price/ton $1,053 $1,131 $1,094 



 

US Companies: Product Market Exposure  
Unexpected picture  
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US Companies: End Use Exposure  
Another unexpected picture  
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Stainless Steel Prices, 2010-2012 
Threatened by domestic overcapacity  
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 China’s crude stainless 

steel production hit 16.1 

million tonnes in 2012, up 

14%; exports totaled 2.1 

million tonnes, falling 14%  



 

Stainless Steel  
Threatened by imports and domestic overcapacity 
 

- 42 - Locker Associates, Inc. Source: Morgan Stanley, 5/12 

 AK facing stiff competition from high import levels and Outokumpu 

NA’s new low cost mill in Alabama that will add 1 million tons to the 

NA market -- threatened with way too much capacity. They want to 

capture 25% of the NA market. Can produce 72”-wide coils which is 

unique for NA. In addition, ATI is upgrading its Brackenridge plant to 

handle bigger and wider coils. 

In 2012, US imports reached 16% as global stainless 

production went up 7.6% to 33.4 million tonnes 



 

Electrical Steel Price History, 2010-2012 
Threatened by global over-capacity and imports 
 

- 43 - Locker Associates, Inc. Source: Morgan Stanley, 5/12 

 
 

Electrical has upside potential 
following reduction of Chinese 
duties, but global capacity has 
increased over the last few 
years which could negatively 
impact exports and prices. 
 



 

AK’s Liquidity Challenge  
Pension liabilities and raw material costs  
 

Source: Seeking Alpha, 11/12 - 44 - Locker Associates, Inc. 

(in million US$) 

  Some improvement in 
raw material costs in 2Q13 
as lower iron ore and coal 
prices come online. Long 
term (2015 and beyond) 
benefits from Magnetation 
iron ore and coal projects, 
but not soon enough.  

  Raised cash with $600 
million security offerings 
last year, but faces $420 
million in pension payments 
in the next two years (2013 
& 2014).  



 

 CHINESE STEEL INDUSTRY 



 

China’s Demand-Supply Balance 
Overcapacity is a real concern 
 

Source: Ernst & Young’s Global Steel, 2013  - 46 - Locker Associates, Inc. 

2006 2007 2008 2009 2010 2011 2012 

Production 422 488 498 566 637 683 702 

Consumption 388 436 453 559 611 650 663 

Oversupply 34 52 45 7 26 33 39 

(*estimate; in million tonnes)   



 

China’s Largest Steelmakers 
Top ten control 46% of the market; 7 in world’s top 10 
 

Source: Reuters, 2/3/13 

Company 2012 Share 

Hebei Iron & Steel Group 69.2 9.7% 

Anshen Iron & Steel Group 45.3 6.3% 

Baosteel Group 42.7 6.0% 

Wuhan Iron & Steel Group 36.4 5.1% 

Shagang Group 32.3 4.5% 

Shougang Group 31.4 4.4% 

Shandong Iron & Steel Group 23.0 3.2% 

Magang Group 17.3 2.4% 

Tangshan Bohai Steel Group 17.3 2.4% 

Hunan Valin Iron & Steel Group 14.1 2.0% 

Total of Key Steelmakers 329.0 45.9% 

Other Steelmakers 388.0 54.1% 

Total of All Steelmakers 717.0 100.00% 

- 47 - Locker Associates, Inc. 

(in million tonnes) 



 

Chinese Steel Price Index (Last 12 Months) 

Bottomed in Sept, but now moving up 
 

Source: Steelhome.cn 2/13  - 48 - Locker Associates, Inc. 

Long Products 

Flat Products 

Steel Products 



 Source: Goldman Sachs, 2/13 

HRC vs China 
Price spread   
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Chinese Input Price Index (Last 12 Months) 

Big impact on price and profit 
 

- 50 - Locker Associates, Inc. Source: Steelhome.cn 2/13  

Raw Materials 

Iron Ore 



 

Production Costs Determine Export Prices 
US mills competitive with Chinese imports at $680/t  
 

- 51 - Locker Associates, Inc. Source: Morgan Stanley, 5/12 

China: 66% of 

integrated cost 

is iron and coal 



 

Cost Gap for US vs China & Other Markets 
Closing spread for manufacturing labor and total cost 
 

Source: The Hackett Group, 2012 - 52 - Locker Associates, Inc. 



 

RAW MATERIALS 



 

Top 15 BF Iron Producing Countries, 2012 
China leads by far 
 

Source: World Steel Association, 2/13 - 54 - Locker Associates, Inc. 

Top 15 countries produce 

94% of world’s BF/BOF;  

China accounts for an 

astounding 59%  

(in million tonnes) 
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EAF Capacity is Growing 
But integrated is still dominant  

  Integrated vs. EAF Capacity, 2008-2009 

Integrated vs 

EAF Capacity Japan Korea Europe China 

2008 2009 2008 2009 2008 2009 2008 2009 

Output (000 MT) 119 87 54 48 169 116 500 569 

% Blast Furnace  72% 73% 39% 27% 62% 66% 94% 95% 
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Iron Ore & Coking Coal 
Percent of US hot-rolled coil prices, 1988-2011e 



 Source: Goldman Sachs, 2/13 

Scrap Prices 
Relatively flat since 2011, but higher overall 
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HRC/Busheling Spread  
Projected to be flat, 2012 vs 2013  
 

- 58 - Locker Associates, Inc. Source: Goldman Sachs, 1/13 



 

Top 10 Iron Ore Mining Companies, 2010 
Three companies rule  
 

Source: Raw Materials Group, 7/11  - 59 - Locker Associates, Inc. 

Corporate Control in Iron Ore Mining, 2010 

Entity Country 

Controlled World 

Production* Share % 

 Vale (Cia Vale do Rio Doce)  Brazil 309.0 16.9% 

 Rio Tinto  UK 181.0 9.9% 

 BHP Billiton  Australia 149.0 8.2% 

 State of India  India 56.1 3.1% 

 ArcelorMittal  Luxemburg 49.7 2.7% 

 Anglo American  UK 46.2 2.4% 

 Fortesque Metal Group  Australia 38.8 2.1% 

 Cliffs Natural Resources   US 37.4 2.0% 

 Metalloinvest  Russia 37.0 2.0% 

 System Capital Management  Ukraine 31.2 1.7% 

Total of 10 Largest 935.0 51.0% 

World Total 1,827.0 100.0% 

(*in million tonnes) 

Global demand is expected to reach 2.6 billion tonnes in the next seven 

years and prices are expected to remain high due to rising operating costs 

for mining.  Some possibility of over-capacity from new mining projects. 



 

China: Imported Iron Ore Price Index 
Last 12 months saw high volatility, sharp upward spike  
 

- 60 - Locker Associates, Inc. Source: Steelhome.cn, 2/13  

Imported Iron Ore 
(FE: 62%, CFR) 

Iron ore prices have surged 70% in the last 4 months 
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Hard Coking Coal Benchmark, 1978-2010 
Steady for 25 years, and then…  
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Met Coal Shipments 
Three countries dominate the market  

 Met Coal Shipments, 2004-2009 

Seaborne 

 Imports 2004 2005 2006 2007 2008 2009 

  China (net) 0 0 2 net 1 0 30 

  Japan 56 55 52 54 54 45 

  Korea 15 12 12 16 19 15 

  India  0 21 22 24 25 25 

  Europe 51 51 54 59 61 41 

  South America 11 11 12 14 16 12 

  Other 42 50 40 42 43 31 

Total 174 200 192 211 217 199 

Seaborne 

 Exports 

  Australia 117 125 124 137 134 134 

  USA 20 21 20 26 35 31 

  Canada 22 25 23 25 25 21 

  Other 16 29 24 23 23 13 

Total 174 200 192 211 217 199 

 (in million tonnes) 



 

Coke Production 
China’s share is 65%  
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World Ranking of Coke Producers by Capacity, 2008-2009 

Country (mil tonnes) 2009 2008 

 China 345.0 327.0 

 Japan 30.4 38.2 

 Russia 25.8 30.3 

 India 18.4 18.4 

 Ukraine 13.7 18.5 

 USA 10.5 14.2 

 South Korea 10.1 10.6 

 Brazil 8.4 9.4 

 Poland 7.0 9.8 

 Germany 5.8 8.3 

World 528.7 541.8 



 Source: Goldman Sachs, 1/13 

Earnings Power of Scrap Processors 
Diminishing as shredder capacity grows  
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 Source: Laplace Conseil, 12/12 

Scrap Has Several Advantages 
Much lower environmental impact  
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 Source: Laplace Conseil, 12/12 

But Natural Gas Prices Move the Needle 
Lower NG prices makes DRI competitive with scrap  
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Steelmaking Input Price Forecast 
Holding steady at a high level  
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AUTO INDUSTRY 



 

Automotive: “Strong Finish in 2012”   
U.S. market set to over-deliver as recovery continues 
 

Source: JD Powers, 1/13 - 69 - Locker Associates, Inc. 

Based on a strong finish in 2012 and a higher-than-expected 

pace to begin 2013, LMC Automotive is increasing its 2013 U.S. 

forecast for total light-vehicle sales by 100,000 units to 15.1 

million.  In addition, the outlook for retail light-vehicle sales 

increases to 12.4 million units from 12.2 million units for 2013. 
 

"The global industry is looking for the United States to offset risk 

in Europe and potentially slower growth in the emerging 

markets in 2013," said Jeff Schuster, Sr VP of forecasting at 

LMC Automotive.  
 

"The good news is that the U.S. market is primed to over-deliver 

as the recovery heats up.  The concern now is shifting from the 

continuing recovery to whether the automotive supply base will 

be able to keep up with hearty demand.“ 
 

             -- JD Powers Press Release, January 25, 2012 



 

NA Light Vehicle Production 
Forecast for steady growth   
 

Source: Ducker, 2011; American Metal Market, 1/13 - 70 - Locker Associates, Inc. 

(FF: full frame) 

“The automotive market was a bright spot last year for AK Steel, which 
increased its auto business by about 20%, and gained market share.” 

                                                  -- James Wainscott, CEO AK Steel, 1/31/13 



 

Automaking Expected to be up 7.5% in ‘13 
Over 11% growth in 2012 
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Automotive Material Shipments 2008-2025p 
Lighter cars in the future means more aluminum  
 

Source: Metal Center News, 12/12 - 72 - Locker Associates, Inc. 

Roughly 30% of autos produced in the US now have  

aluminum hoods -- and it’s going up. 



 

Automaking Materials, 2008-2025f 
Flat-roll steel hit hard while aluminum is up  
 

Source: Wards Auto, 2/13 - 73 - Locker Associates, Inc. 

 Product 2008 2012 2015 2025  

  Mild flat-roll steel 26% 23% 17% 12% 

  FR, BH & HS Steel (HSLA) 13% 13% 14% 11% 

  FR AHSS 3% 5% 7% 7% 

  All other steels 16% 16% 16% 16% 

  Flat-rolled aluminum 1% 1% 2% 5% 

  Structural/other aluminum 7% 8% 9% 11% 

  Iron 8% 8% 8% 8% 

  Copper 1% 1% 1% 2% 

  Other metals 3% 3% 3% 3% 

  Non-metallics 22% 22% 23% 25% 

 Total Weight (lbs) 3,835 3,800 3,700 3,427 



 

Union Auto Production 
Significant decline  
 

Source: Wards Auto, 2/13 - 74 - Locker Associates, Inc. 



 

 RECOMMENDATIONS 


