
From the shock of a pandemic to policy and geopolitical shocks— 
the global steel market recovery from the Covid-19 downturn was 
unfortunately short-lived, mainly due to inflation risk that fully 
materialised, the Russia-Ukraine war, and China’s economic deceleration 
resulting in growing concerns about an impending global recession.

The Russia-Ukraine war exacerbated the inflationary 
pressure that was ignited by the post-lockdown supply 
and demand imbalances as the war disrupted energy 
and food supplies and hampered the normalisation 
of supply chains. In Europe particularly, where 
dependence on Russian gas supply is high, economic 
activity and business confidence are heavily affected 
by the energy crisis.

The Fed’s aggressive interest rate hikes and strong 
US dollar are propelling recession risks in the US 
and will have a ripple effect for the rest of the world 
through capital outflows in the emerging economies, 
increasing the financial stress of indebted countries 
and consumers. Rising interest rates and high inflation 
will affect investment and consumer spending, and 
will hurt steel-intensive sectors such as construction, 
machinery, and consumer durables.

According to Mr. Máximo Vedoya, CEO of Ternium, 
and Chairman of the worldsteel Economics 
Committee: “The global economy is affected by 
persisting inflation, US monetary tightening, China’s 
economic deceleration, and the consequences of 
Russia’s invasion of Ukraine. High energy prices, rising 
interest rates, and falling confidence have led to a  

 
slowing in steel using sectors’ activities. As a result, our 
current forecast for global steel demand growth has 
been revised down compared to the previous one. The 
prospect for 2023 depends on the impact of tightening 
monetary policies and central banks’ ability to anchor 
inflation expectations. Particularly the EU outlook is 
subject to further downside risk due to the high inflation 
and the energy crisis that has been exacerbated by the 
Russia-Ukraine war.”

This has led to the downward revision of steel 
demand by the World Steel Association on its short 
range outlook (SRO). For 2022 and 2023, steel 
demand will decline by 2,3% in 2022 after increasing 
by 2.8% in 2021, while in 2023, steel demand is 
expected to recover only slightly by 1,0%.

“The evolution of the steel market for 2022 and 2023 
remains subject to a high level of uncertainty, which 
is likely to continue to undermine demand from steel-
using sectors,” said Axel Eggert, Director General 
of the European Steel Association (EUROFER). He 
further warned that: “In the current context, amidst a 
worsening energy crisis and shortages in raw materials, 
we cannot exclude a new recession or a stagflation 
scenario.”
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Short-term outlook– South Africa
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With economic headwinds having intensified both internationally and locally, 
the domestic trading environment will be severely impacted. International price 
correction in a soft local demand environment will impact the cyclical business 
environment. In South Africa, apparent steel consumption (ASC) for 2022 
is expected to decline by 10,1% year-on-year, reflecting the slowing market 
activity in key steel-consuming sectors; slow realisation of infrastructure 
projects; inflation and rising interest rates affecting disposable income in the 
retail sector.

Notable events that continue to affect the steel 
environment include inflationary pressures, 
persistent and severe load shedding, Transnet 
labour unrest coupled with unsatisfactory freight 
service delivery, and high concentration of imported 
products (including illicit imports) in a weak trading 
environment.

The rail and electricity events represent lost 
opportunities, which is lamentable for a country that 
so desperately needs to take advantage of every 
economic opportunity to rebuild after the destructive 
pandemic.

Despite the current challenges and the short-
term weaker trading environment, the long-term 
investment case for steel remains intact given steel’s 
inherently vital role in the transition to a low carbon, 
circular economy. The government’s drive to attract 
investment should help to bolster capital expenditure, 
however, Eskom’s financial and operational crises 
could delay economic recovery as the availability of 
electricity and the hefty electricity tariff increases 
have developed into major risks jeopardising present 
production, future developments and South Africa’s 
international investment grading.

Although the carbon tax places additional financial 
pressure on the industry, the industry is responding 
with urgency to the issue of carbon emissions. 
Reducing emissions in a well-considered, structured 
and affordable manner requires a clear roadmap to 
be agreed with the regulatory authorities especially 
given the challenging economic circumstances.

An ever-worsening rail logistics service as well as 
the poor performance of the South African ports 
remains a major aggravated risk. This sub-standard 
service from the state-owned service provider has 
a significant impact on the local steel industry and 
its ability to manufacture steel to meet its customer 
demands. In some instances primary steel producers 
have had to shut down operating plants due to the 
unavailability of raw materials, at great cost to the 
business and the economy.



South Africa’s biggest industrial operators aim to achieve 
net zero carbon emissions
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Globally, policymakers are increasingly coordinating their work to address the 
challenges facing the decarbonisation of the steel industry, including the threat 
posed by carbon leakage (loss of competitiveness from emissions policy due to 
cheaper emissions-intensive imports), and the need for more investment into 
developing and deploying clean technology.

Also many private-sector and non-governmental 
actors in the steel industry are beginning to take 
important steps towards transitioning to a zero-
emission steel industry.

Notable recent developments in South Africa include 
an announcement by two of the biggest industrial 
operators, Sasol and ArcelorMittal South Africa, of a 
partnership to develop carbon capture technology 
to produce sustainable fuels and chemicals, and 
green steel production through green hydrogen and 
derivatives.

The joint development agreement (JDA) includes 
studies into two potential projects: the Saldanha 
green hydrogen and derivatives study which will 
explore the region’s potential as an export hub for 
green hydrogen and derivatives, as well as green 
steel production; and the Vaal carbon capture and 
utilisation (CCU) study to use renewable electricity 
and green hydrogen to convert captured carbon 

from ArcelorMittal South Africa’s Vanderbijlpark’s 
steel plant into sustainable fuels and chemicals.

The companies are two of South Africa’s biggest 
industrial operators that both have an ambition to 
achieve net zero carbon emissions by 2050, as well 
as reach their espective sustainability ambitions and 
decarbonisation roadmaps. This places Sasol as a 
leading contributor to the development of Southern 
Africa’s green hydrogen economy with the opportunity 
to incubate local and export opportunities for green 
hydrogen and green hydrogen derivatives. Both 
initiatives have the potential for ArcelorMittal South 
Africa to be the first African green flat steel producer 
using green hydrogen to produce direct reduced iron 
(DRI) via the Midrex facility at its Saldanha Works 
(which is presently under care and maintenance), 
while also reducing the carbon footprint of its 
flagship Vanderbijlpark Works.
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“We are very excited to be leading the pre-
feasibility and feasibility studies on these 
two potential projects that hold promise to 
unlock South Africa’s potential to be a global 
green hydrogen and derivatives player. These 
studies are anchored by the local need for 
green hydrogen and sustainable products, 
cementing Sasol as the leading contributor to 
the development of southern Africa’s green 
hydrogen economy.” 

Priscillah Mabelane,  
Executive Vice President  
for Sasol’s Energy Business.

“These potential projects are an important kick-start to our decarbonisation journey and create an exciting 
opportunity to contribute to the South African government’s aspirations to transition to a green economy. Just as 
importantly, by maximising the utilisation of our installed assets, we will also be stimulating economic growth in our 
host communities.”

Kobus Verster, Chief Executive Officer,  
ArcelorMittal South Africa
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Steel facts



Global Crude Steel Production— Reverse in a Declining 
Trend in September
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World crude steel 
production down by 
4.3% (1 402.9 Mt)  
from January to 
September 2022 
compared to the  
same period in 2021
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According to the World Steel Association (worldsteel) crude steel production 
for the 64 countries reporting to worldsteel was 151.7 million tonnes (Mt) in 
September 2022, a 3,7% increase compared to September 2021. However, 
year to datecrude  steel production remains 4,3% below the previous 
corresponding period, from January to September 2021.

• Africa produced 1.4 Mt in September 2022, up 1.0% on September 2021.
• Asia and Oceania produced 113.0 Mt, up 10.6%.
• The EU (27) produced 10.7 Mt, down 16.7%.
• Europe, Other produced 3.4 Mt, down 18.6%.
• The Middle East produced 3.8 Mt, up 15.4%.
• China produced 86.95 Mt, up 17.6%.
• India produced 9.9 Mt, up 1.8%.
• Japan produced 7.1 Mt, down 12.3%.
• The United States produced 6.6 Mt, down 7.5%.
• Russia is estimated to have produced 5.7 Mt, down 6.8%.
• South Korea produced 4.6 Mt, down 15.4%.
• Germany produced 2.8 Mt, down 15.4%.
• Türkiye produced 2.7 Mt, down 19.4%.
• Brazil produced 2.7 Mt, down 11.7%.
• Iran produced 2.7 Mt, up 26.7%.

South African crude steel 
production was 449 900 
tonnes in September 2022, a 
6,1% decrease compared to 
September 2021.

Steel facts



Steel demand drivers

FNB/BER Civil Confidence Index, the 
index measuring construction activity, 
rose to a six-year high in 3Q2022. 
Although higher, sentiment is still 
weak as civil contractors continue 
to face several headwinds, including 
weak order books and capping gains in 
confidence.

The uncertainty regarding the outlook 
is further highlighted with more 
than 70% of respondents expressing 
dissatisfaction with prevailing business 
conditions.

Manufacturing production increased 
by 1,4% in August 2022 compared 
with August 2021.

Manufacturing production declined 
by 7,9% during the period January 
to August 2022 compared with the 
corresponding pre–Covid period in 
2019.

Mining production decreased by  
5,9% year-on-year in August 2022. 

Mining production declined by 
4,7% during the period January to 
August 2022 compared with the 
corresponding pre–Covid period in 
2019.

Buildings reported as completed (at 
current prices) increased by 25,3% 
(R9 211,1 million) during January to 
August 2022 compared with January 
to August 2021.
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Steel demand drivers

Primary steel product trade 
(according to SARS data)

Imports: 
Customs data show a total of 127 
851 tonnes of primary steel products 
(including semis, drawn wire and 
rails) imported into South Africa 
during August 2022, an increase of 
9,4% compared to July 2022. This is 
attributed to an increase of 14,3% 
month-on-month in flat products. 
Compared to August 2021, imports 
increased by 12,0%.

Exports: 
Customs data show a total of 112 
426 tonnes of primary steel products 
exported by South Africa during 
August 2022, a significant increase 
of 39% compared to July 2022. 
This is attributed to An increase in 
flat products (52,4%), intermediate 
products (33,3%), and section and bar 
(37,3%). Compared to August 2021, 
exports decreased by 37,5%.

Articles of steel trade 
(according to SARS data)

Imports: 
The imports of articles of steel, 
according to SARS data, increased by 
7,1% during the 12 -month period 
from September 2021 to August 
2022, compared with the previous 
corresponding period.

Exports: 
The exports of articles of steel, 
decreased by 7,8% during the 
12-month period from September 
2021 to August 2022 compared with 
the previous corresponding period.

7

ISSUE: October 2022

Imports during the 12-months from September 2021 to August 2022 decreased by 18,2% compared to the 
previous corresponding period.

During the period January to August 2022, the share of imported primary steel product was as follows: flat 
products (87,5%), long products (10,5%) and intermediate products (2,0%).

During the period January to August 2022, the share of exported primary steel product was as follows: flat 
products (47,7%), long products (36,4%) and intermediate products (15,6%).



International steel prices

World commodity prices

According to the London Metal Exchange, the 
cash settled futures for steel rebar increased 
by 4,5% during September 2022 against 
August 2022, while hot-rolled coil, fob China, 
and scrap metal declined by 4,2% and 6,4% 
respectively during the same period.

According to the World Bank, commodity prices 
have diverged since the start of the war in Ukraine, 
with energy prices remaining elevated and non 
energy prices declining.

Iron ore prices dropped 23% in 2022Q3 (quarter 
on quarter), and were 35% lower in September 
than their March peak. The decline reflects reduced 
steel production owing to the slowdown in global 
industrial and construction activity, as iron ore is a 
key input to steel production.

The World Bank expects iron ore prices to decrease 
by 17% in 2023, following an estimated decline of 
26 percent in 2022.

Although oil prices are expected to ease in 2023- 
24, there remains much uncertainty, a key downside 
risk is the possibility of a global recession.
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