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Locker Associates: Client Services  
Serving unions on business issues, campaigns and education 

 
Over 35 years of experience 
 

 245 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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Major Findings I 

 Three sectors will drive steel demand growth over the next ten 

years -- expected to represent 90% of world steel demand growth: 
 

• Construction (68%) driven by residential, infrastructure in emerging   

economies 

•  Mechanical engineering (13%) 

•  Energy transportation (9%), pipelines, OCTG and other tubes 

  

 World steel industry consumes about 5% of all primary energy 

produced and contributes about 7% of global CO2 emissions.  

The integrated sector represents 71% of world production (in 

2012), 82% of energy and 88% of CO2 emissions. 
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Major Findings II 
 
 

 

 Accelerating shift to EAF’s is threatening integrated mills: 
 

• Major US consumers -- especially auto -- are increasingly worried about the 

reliability of aging integrated producers.   
 

• EAF mills continue to climb the quality ladder by improving the quality of 

inputs and widening their strip profile.   
 

• Lower capital and operating costs resulting in higher profitability -- especially if 

scrap prices go down as predicted.   
 

• Lower environmental impact -- this advantage will accelerate with the use of 

renewables. 
  

 The energy needed to melt scrap represents 40% of the energy 
and 30% of the CO2 to smelt iron ore in modern BF/BOF mills.  In 
addition, capital costs per ton of capacity is 60% to 70% lower; 
maintenance decreased in the same proportion and labor 
productivity is twice as high. 
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Major Findings III 
 
  Temporary spike in the price of electrodes drove up EAF 

costs, but this will subside.   
 

 Major shift to spot sales over contract -- too much volatility for 

both producers and consumers.   
 

 In 2017, the threat of Section 232 sanctions and NAFTA 

negotiations actually drove up imports 20% and destabilized the 

U.S. steel market! Noteworthy exception: hot-rolled coil. 

Fortunately, exports are up 13%, as well. 
 

 This year there was a steep rally in U.S. steel prices due to 

232 expectations, strong material costs (especially scrap) and 

higher international steel prices. 
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Major Findings IV 
 
 

 

 World steel export prices have been rising, easing pressure on 
U.S. prices. Crucial factors: Chinese steel prices are up due to 
strong domestic demand, the shut down of less efficient capacity 
and real efforts to reduce pollution. This should continue in 2018 
despite rising production. 
 

 China’s transition from an export-dependent to a consumer 
based economy with a strong emphasis on reducing pollution 
should help the U.S. steel industry 
 

 The average manufacturing wage in China has more than 
doubled in the last decade, now up to $607 per month -- more 
than Mexico or Malaysia.   
 

 Production in Mexico and Brazil is growing, posting double-digit 
percentage gains in output in the first half of 2017.  U.S. managed 
only a 1.3 % gain. 
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Major Findings V 
 
 

 

 U.S. and world capacity utilization rates remain low -- around 
75% and 70%, respectively. Excess capacity throughout the world 
is a major destabilizing factor.   
 
 There’s a good chance Trump will introduce some trade 
restrictions in early 2108, but not a full Section 232 -- too much 
push back from consuming industries and foreign nations. 
 
 Global stainless steel production rose by 10 percent last year, 
totaling 45.8 million tonnes, up from 41.5 million tonnes in 2015. 
This was mostly due to the rise in output in China, the world’s 
largest stainless producer that is planning to add roughly 7.4 
million tons per year of domestic capacity in the next two years.   
 
 Electrical steel production is also growing in China and prices 
are dropping worldwide. 
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Major Findings VI 
 
 

 

 Natural disasters in the United States are (1) driving scrap into 
the steel market, and (2) increasing steel demand, especially in 
construction and auto. 
 
 Auto production is down 14.4% through August, though this has 
been slightly offset by an increase in light truck output.  Electric 
vehicles (EV’s) are expected to be cost competitive by 2025, 
resulting in a strong uptick in sales.   

 
 Auto engineers could cut the weight of a typical sedan by as 
much as 23 percent if they used only commercially available high-
strength steel in place of mild steel.  If they incorporate advanced 
grades, the reduction could be as much as 26 percent.  But what 
will the steel cost? 
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Major Findings VII 
 
 

 

 Scrap harvesting in China is increasingly out-stripping domestic 
demand, pushing large supplies of excess scrap into the world 
market via exports.  Going forward, this will sharply depress scrap 
prices both here and abroad, making EAF production much more 
competitive -- further challenging integrated producers -- unless 
Chinese EAF capacity absorbs the scrap. 
 
 Manufacturing remains a pillar of the U.S. economy and the 
primary industry in 500 of 3,000 counties. It drives 30 percent of 
the country’s productivity growth, 60 percent of exports and 70 
percent of private sector R&D.  But it only accounts for 9 percent 
of U.S. employment.  And the U.S. has lost marketshare, not only 
to low cost countries in labor-intensive industries, but also to other 
advanced economies in knowledge-based industries. We are now 
the second largest manufacturing nation, trailing China which 
grew 2.6 percent in 2016.  Watch out for AI and robotics. 
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Major Findings VIII 
 
 

 

 The share of national income paid to workers has been failing 
since the 1980’s across the advanced economies, including 
China. That means wages have not kept pace with gains in 
productivity and that a greater amount of income is being funneled 
to capital.  In other words, investors are winning out over workers. 
 
 Three fundamental factors determine profitability -- not the 
move to growing demand markets, increasing the share of value 
added products, mergers or acquisitions or backward integration 
(iron ore, coal or scrap): 
 

• Genuine commitment to new ideas and rapidly switching to 
best technology 

 

• Genuine commitment to customers and staying close to them 
 

• Genuine commitment to employees and staying close to them 
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WORLD STEEL 
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World Steel Usage, 2016 
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World Crude Production, 2008-2016 
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Source: Worldsteel.org, October 2017 

(in million tonnes) 



Regional Capacity, 2005 vs 2016 
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Steel Production Growth, 1950-2016 
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Source: Worldsteel.org, October 2017 



World Steel Demand, 2016-2018f 
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Source: Worldsteel.org, October 2017 



World Capacity Utilization, 2017 
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Source: Worldsteel.org, October 2017 



Crude Steel Production, 2006 vs 2016 
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2016 2006 

Source: Worldsteel.org, October 2017 



Crude Steel Usage, 2006 vs 2016 
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2006 2016 

Source: Worldsteel.org, October 2017 



Top 10 Steelmaking Countries, 1967-2016 
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Source: Worldsteel.org, October 2017 



Top 10 Steel Using Countries Forecast 
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Source: Worldsteel.org, October 2017 



World’s Top 15 Steelmakers, 2016 
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World’s Top Steelmakers, 2016 (in million tonnes) 

# Company Country Tonnes 

1 ArcelorMittal Luxembourg 95.5 

2 Baowu China 63.8 

3 HBIS Group China 46.2 

4 NSSWC Japan 46.2 

5 POSCO South Korea 41.6 

6 Shagang China 33.3 

7 Ansteel China 33.2 

8 JFE Japan 30.3 

9 Shougang China 26.8 

10 TATA India 24.5 

11 Shandong China 23.0 

12 Nucor USA 22.0 

13 Hyundai South Korea 20.1 

14 Manshaan China 18.6 

15 Thyssen Germany 17.4 

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 

Source: Worldsteel.org, October 2017 



Top Steel Producers, Flat vs Long, 2016 
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Source: SteelontheNet.com, October 2017 Source: SteelontheNet.com, October 2017 



Steel Production, by Process, 2016 
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Source: Worldsteel.org, November 2017; 6.7% of Ukraine’s steelmaking is open hearth 



Apparent Steel Use, per Capita, 2016 
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Source: Worldsteel.org, November 2017 



World Steel Industry Value Chain: Flat 
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Source: SteelontheNet.com, 7/26/17 

 



Steel Intensity, 1960-2016 
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Source: Steel Times International, October 2017 



Top Steel Importers & Exporters, 2016 
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Source: Worldsteel.org, November 2017 



Indirect World Trade in Steel, 2000-2015 
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Source: Worldsteel.org, November 2017 



Indirect World Steel Imp’s & Exp’s, 2015 
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Source: Worldsteel.org, November 2017 
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U.S. STEEL INDUSTRY 
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U.S. Steelmaking by Region, 2017 



U.S. Steel Industry: Key Take-Aways I  
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1. The U.S. steel industry operates more than 95 steelmaking and 

production facilities, producing 79 million tons in steel shipments 

in 2016. 

2. The steel industry directly employs around 140,000 people in 

the United States, and it directly or indirectly supports almost one 

million U.S. jobs. 

3. Labor productivity has seen a five-fold increase since the 

early 1980s, going from an average of ten man-hours per finished 

ton to an average of 2 man-hours per finished ton of steel in 2015. 

4. Today, 97 percent of steel by-products can be re-used and the 

recycling rate for steel itself is 86 percent. 

5. Through recycling, the steel industry saves enough energy to 

power 20 million homes, for one year. 
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U.S. Steel Industry: Key Take-Aways II  

6. Advanced high-strength steel is the only material that reduces 

greenhouse gas emissions in all phases of an automobile’s life: 

manufacturing, driving and end-of-life. 

7. Since 1990, the industry has reduced energy intensity by 31% 

and CO2 emissions by 36% per ton of steel shipped. 

8. The North American steel industry is committed to the highest 

safety and health standards. Since 2005, U.S. steel producers 

have achieved a reduction of 70 percent in both the total OSHA 

recordable injury and illness and lost workday case rates. 



Overall Domestic Performance, 2013-2016 
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Source: Worldsteel.org, AISI, ITA, 11/17; avg spot price is a composite of 4 carbon steel products; scrap is shredded bundles 

2017 YTD (Jan-Aug): Production: 54,805* | Shipments: 55,291*  

2017 YTD (Jan-Nov): Average Spot Price: $657  



U.S. Steel Prices, 2013-2017 
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Source: World Steel Dynamics, Flack Steel, November 2017 



U.S. Scrap Prices, 2013-2017 
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Source: World Steel Dynamics, November 2017 



U.S. Steel Shipments (in billion $) 
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Source: Microeconomic Insight, 2016 



U.S. Steel Industry Assets 
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Source: Microeconomic Insight, 2016 



U.S. Steel Industry Plants 
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Source: Microeconomic Insight, 2016 



U.S. Steel Industry Employment 
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Source: Microeconomic Insight, 2016 



U.S. Top Imported Steel Sources, 2017 
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Source: ITA, October 2017; data from Jan-Aug, 2017 



U.S. Imports of Chinese Sheet Steel 
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Source: IHS Markit, March 2017 



If U.S. Protectionism Emerges… 
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The harshest possible scenario is that all imports 

of steel are excluded from the United States. In 

this case domestic steel companies could supply 

the market at 2016 levels, but just barely.  
 

History shows that prices tend to rise sharply 

when utilization exceeds 88%. At 93% utilization -- 

and absent the threat of imports -- prices would 

rise extremely sharply and stay high. 
 

-- IHS Markit, March 2017  



Will the Steel Industry Meet Demand? 
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Source: IHS Markit, March 2017; in tons 



Section 232: Can it Wait Much Longer? 
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A key report from the U.S. Commerce Department in 

the Section 232 probe is due in January. The Trump 

administration then has until April, 2018 to decide 

whether imports pose a threat to national security and, 

if they do, what actions to take to stop them. 
-- American Metal Market, 11/28/17 



Corporate Taxes, 1952-2015 
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Share of Federal Revenue 



After Tax Corporate Profit, 1952-2015 
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vs Corporate Tax Revenue as a Share of GDP 



Steel Industry Political Donations, 2016 
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Source: OpenSecrets.org, November 2017; election year: 2016 
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STAINLESS STEEL 



Major Stainless Steel Producers, 2016 
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Source: Outokumpu, November 2017; Tisco: Taiyuan Iron & Steel 



Growth of Major Metals, 1980-2016 
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Source: International Stainless Steel Forum, May 2017 



Stainless Steel Production, 2006-2016 
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Source: Steel-Insights, LLC; International Stainless Steel Forum 



Stainless Steel Production, 2008-2016 
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Source: Steel-Insights, LLC; International Stainless Steel Forum 



U.S. Shipments of Stainless, 2016 
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Source: Steel-Insights; International Stainless Steel Forum 

Sheet & Strip 

 78% 



U.S. Stainless Usage & Shipments 
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Source: Steel-Insights, LLC; International Stainless Steel Forum 



SS Product Imports & Exports, 2000-2017e 
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Source: Steel-Insights, LLC; American Iron & Steel Institute 



U.S. Stainless Shipments, etc. 2005-2017e 
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Source: Steel-Insights; International Stainless Steel Forum 



Highest US$ Value of SS Exports, 2016 
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Source: WorldTopExports.com, October 2017 

The fifteen countries listed shipped 

92.4 percent of world stainless steel 

exports last year, worth $1.1 billion. 



Regional Share of SS Products, 2005-2016 

- 59 - Locker Associates, Inc. 

Source: International Stainless Steel Forum 



Stainless Steel Use per Sector, 2016 
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Source: International Stainless Steel Forum, May 2017 



RAW MATERIALS 



Recycling of Steel Products, 2017 
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The growing re-use and recycling of existing steel 

products is delaying the demand for new crude steel 

production capacity. Global excess steel capacity is 

estimated to reach around 650mt / year in 2017. Scrap 

use in steelmaking totaled 387mt in January-

September 2017, up by 15% year-on-year from 336mt 

in the corresponding period in 2016. In China, steel 

scrap consumption has risen sharply this year, up to 

62mt in January-June 2017, compared with 43mt in 

the corresponding period in 2016. -- American Metal Market, 11/15/17 



World’s Top Iron Ore Producers, 2016 
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Source: SteelontheNet.com, October 2017 



Iron Ore Prices: 1-Yr Rollercoaster, 2017 
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Source: Market Realist, November 2017 



Forecast: Iron Ore Prices, 1Q’18 
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Source: Market Realist, November 2017 



Trade in Ferrous Scrap, 2015-2016 
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Source: SteelontheNet.com, October 2017; in million tonnes 



Scrap Has Several Advantages 
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Source: Laplace Conseil  



BOF Steelmaking Costs, 2017 
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Source: SteelontheNet.com, October 2017 



EAF Steelmaking Costs, 2017 
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Source: SteelontheNet.com, October 2017 



Chinese Steel Scrap, 2005-2030f 
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Source: Recycling Today, October 2016 



Chinese Steel Scrap, 2005-2017 
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Source: Recycling Today, October 2017 



Steel, Scrap & Iron Ore Prices, 2006-2025f 
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Source: Market Realist, November 2017 



Coal vs Natural Gas Prices, 2011-2016 
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Source: Market Realist, July 2016 



AUTO INDUSTRY 



U.S Auto Sales 
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Source: Universal Stainless, December 2017 



Auto & LT Vehicle Sales Recovery 
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World Auto Production, 1990-2017 
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Source: Statista.com, 12/17 



World Automaking Forecast, ‘17e-’40e 
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Source: Loup Ventures, Bloomberg, October 2017 



NA Auto Production, 2016-2017 
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EV’s: The Wave of the Future? 
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Aluminum’s Growth in Automaking 
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Source: Ducker, July 2017 



Aluminum Will Grow to 13% by 2020… 
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Source: Statista.com, 12/17 

Source: Ducker, July 2017 



Aluminum Will Grow to 16% by 2025 
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Source: Statista.com, 12/17 
Source: Ducker, July 2017 
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INCOME INEQUALITY 



The Rich are Getting Richer… 
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The richest 1% now owns more than half of all the world’s 

household wealth. Credit Suisse recently said “The outlook 

for the millionaire segment is more optimistic than for the 
bottom of the wealth pyramid.” 
 

Research showed that there are increasing numbers of 

millionaires. This is partly because the strength of the euro 

has created 620,000 more of them in Germany, France, Italy 

and Spain (conversely, depreciating currencies in the U.K. 

and Japan have seen 34,000 and over 300,000 millionaires 

in those countries, respectively, lose the status).  

-- Fortune, November 2017  



Fall of Labor, Rise of Income Inequality 
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Where the 1% Have Gained the Most 
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Source: New York Times, 11/17/17 



Corporate Profits vs Wages, 1999-2017 
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Source: The Institute on Taxation and Economic Policy 



Fed Minimum Wage vs Productivity 
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Source: The Institute on Taxation and Economic Policy 



Does Apple Need a Tax Break? 
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Source: MarketWarch.com, October 2017 



Does GE Deserve a Tax Break? 
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Source: MarketWatch.com, October 2017 



The Rise of the Robots 
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In the 1st quarter of ‘17, N.A. manufacturers spent 

$516 million on industrial robots, a 32 percent jump 

from the same period a year earlier.  A study published 

by the Brookings Institution shows many of them are 

ending up in steel and auto manufacturing centers 

such as Indiana, Michigan and Ohio. According to the 

report, there are 9 industrial robots for every 1,000 

workers in Toledo and Detroit -- three times the figure 

for 2010.  -- Bloomberg Businessweek, October 23, 2017. 
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