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The steel industry is a central part of the global economy. 
According to the World Steel Association, global steel 
production was over 1.8 billion metric tons in 2018, an increase 
of 4.6% on the previous year 1. Alongside growth in the 
physical market, the use of NYMEX’s steel derivatives has also 
increased in recent years, as increased price volatility drives a 
need for commercial hedging strategies 2.

World Crude Steel Production

Source: World Steel Association 3

China now accounts for over half of global production of 
steel 4. India has overtaken Japan to be the world’s second 
largest producer. The top six producing nations produce three 
quarters of global output 5.

International trade in steel equated to approximately 277 
million tons in 2017, or 16.1% of production 6. However, much 
of the steel that is consumed domestically is used to make 
components and finished products which are also traded 
internationally.

The United States is the fourth largest steel producing nation, 
producing 86.7 million metric tons in 2018 7. U.S. output grew 
6.2% in 2018, although production volumes in the U.S. have 
experienced both ups and downs in recent years. 
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The U.S. is also a net importer of steel. When imports and 
exports are factored in, apparent consumption was nearly 
100 million metric tons in 2017 9.

Steel is produced in a wide variety of formats, to serve 
the variety of purposes it is put to, e.g. construction, 
railroads, consumer goods. In the U.S., flat steel – used in 
the manufacture of automobiles and appliances (amongst 
other things) – accounts for approximately 75% of steel 
production. In comparison, flat steel production in India is 
just over 50% of the total, and in China it is approximately 
40% of the total 10.

Hedging hot rolled coil steel
NYMEX offers futures contracts on U.S. hot rolled coil steel. 
Hot rolled coil is the most significant by volume of the flat 
steel products, and hot rolled coil prices can be seen as a 
marker for the wider flat steel sector. Traded volumes in 
NYMEX futures have been increasing in recent years.
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NYMEX Hot Rolled Coil Futures Volume
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Traded volume in NYMEX hot rolled coil steel futures grew 
89% in 2018 compared to 2017, which in turn was 17% higher 
than in 2016.

The NYMEX futures – officially known as U.S. Midwest 
Domestic Hot-Rolled Coil Steel (CRU) Index Futures – are 
financially settled contracts linked to the price assessment 
for hot rolled coil in the US Midwest published by CRU, which 
is widely used in physical steel transactions. Each hot rolled 
coil steel contract traded at NYMEX has a unit size of 20 
short tons. Prices are quoted in U.S. dollars per short ton. The 
contract is available to trade on the CME Globex electronic 
trading platform 23 hours a day, and privately negotiated 
transactions can be submitted to clearing via CME ClearPort. 
In 2018, 30% of hot rolled coil futures volume was traded 
electronically.

In 2018, physical and futures market prices were affected 
by the introduction of tariffs of 25% on U.S. imports of steel. 
The latter part of the year saw steel prices falling around the 
globe. These dramatic changes in price highlight the benefits 
of hedging price risk.

NYMEX Hot Rolled Coil Futures Prices
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Hedging ferrous scrap
Recycling is a prominent feature of the steel industry. It has 
been estimated that the U.S. processed 62 million metric tons 
of ferrous scrap in 2017 11, with most of this being used as a 
feedstock for new domestic steel production.

The NYMEX U.S. Midwest Busheling Ferrous Scrap (AMM) 
Futures contract provides a risk management tool for the 
ferrous scrap industry. It is financially settled with reference 
to the price assessment for busheling scrap published by 
Fastmarkets AMM. Each busheling scrap steel contract 
traded at NYMEX has a unit size of 20 gross tons, with prices 
quoted in U.S. dollars per gross ton. Traded volume observed 
in NYMEX’s scrap steel futures in 2018 was nearly 14 times 
higher than 2017 volume. 

NYMEX Busheling Ferrous Scrap Futures Volume
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Increased domestic U.S. steel production in recent years has 
resulted in greater demand for scrap, and higher prices for 
scrap steel have been seen.

NYMEX Busheling Ferrous Scrap Futures Prices



MARCH 2019 

3

Source: CME Group

Conclusion
Steel prices have seen substantial movements in recent 
years. The price range over the past two years for hot rolled 
coil steel futures covers around $350, or over 50% of the 
current prices. With this level of volatility, steel industry 
firms have been embracing risk management strategies 
throughout the value chain, as can be seen in the increased 
NYMEX futures volumes.
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