
This year has no doubt been a challenging 
one for just about everyone in the US 

steel supply chain, especially compared with 
2018, which some industry observers say was 
the industry’s strongest year since 2014.

There are, however, some early indications 
that market conditions may be on the verge 
or improving, although that is far from being 
certain. 

While the General Motors (GM) automotive 
strike, which lasted 40 days and was starting 
have a negative impact, has ended, some 

domestic mills have begun to float price 
increase and increased optimism that trade-
related tensions could ease, fears about US 
economic growth - particularly the strength 
of manufacturing sector - remain and 
opinions are mixed about the possible impact 
on new steelmaking capacity coming online 
over the next few years.

Amy Bennett, principal consultant for 
Fastmarkets MB, observes that at least through 
late October, US steel products were stuck 
in a downward pricing spiral. For example, 
hot rolled coil (HRC) bottomed out at a 3.5-
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year low of $463 per short ton, down from a 
peak of $916 per ton in mid-July 2018, before 
recovering slightly to $480 per ton on October 28.

Also, Fastmarkets’ assessment for rebar 
prices had fallen to a 21-month low of $600-
$610 per ton as of mid-October.

Even though steel end-user demand is 
currently “squishy” at best, according to Tyler 
Kenyon, a metals and mining analyst for 
Cowen & Co, it appears as if US steel prices 
are now at or close to the bottom and are 
likely to begin moving upwards.

Major domestic mills have followed 
ArcelorMittal’s lead in announcing a price 
increase of $40 per ton for steel sheet early 
speculation that ferrous scrap prices are 
likely to move up by $10-30 per long ton in 
November and will rise further in December 
as well, following two consecutive months of 
larger-than-expected declines.

But John Anton, director of steel analytics 
for IHS Markit’s pricing and purchasing 
service, is doubtful that the sheet price 
increase will stick, at least in its entirety, 

given that the domestic steel market is one 
of the strongest buyer’s markets he has ever 
encountered, he says.

But a $20 per ton increase might have 
a chance, he says: “Even with steel buying 
being as terrible as it has been, there should 
be some price recovery by the end of the year” 
especially if, as expected, scrap prices start 
increasing. “Scrap prices should start turning 
up because they are currently below the price 
where scrap collection is profitable,” he adds.

But even if steel prices do not actually rise 
within the next few weeks, Bennett says a 
pricing floor is likely to form and that prices 
will start to recover before the end of the 
year or very early in the first quarter of 2020 
at the very latest. “It won’t be anything huge 
- just a slight turnaround,” she says.

The size of the rebound will depend upon 
whether steel buyers become more cautious 
than they have been in recent months. During 
this company’s recent earnings conference 
call, John Ferriola, chairman and chief 
executive officer of Nucor Corp, observed that 
conditions for some steel products, particularly 
sheet and plate, softened in the third quarter 
after a brief summer rally market.

This resulted in excess inventory throughout 
the supply chain, which companies have been 
trying to work down, especially while the end of 
the year approaches. “However, we believe that 
both our service center and OEM customers 
will start restocking to meet demand as 2020 
gets underway,” Ferriola declared. 

Mark Millett, president and chief executive 
officer of Steel Dynamics Inc, recently 
told reporters at a Steel Manufacturers 
Association (SMA) press roundtable that 
one cloud that has been hanging over the 
US market is the uncertainty about the 
future - uncertainty that has been the result 
of various factors, including the trade war 
between the US and China. 

Bennett says this uncertainty has 
definitely had a dampening effect – not 
just for numerous key steel end-use sectors 
but for the whole manufacturing sector, 
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as evidenced by the Institute for Supply 
Management’s manufacturing purchasing 
managers index (PMI) falling into negative 
territory for at least two consecutive months 
with the September PMI plummeting to 
47.8% -  its lowest since June 2009. 

In general, she says manufacturers are 
very nervous and very cautious. This comes 
while the American Institute of Architects’ 
architecture billings index, an indicator of 
nonresidential construction activity, has 
been fluctuating between expansion and 
contraction over the past several months - it 
was 49.7 in September. 

Overall, however, 2019 has been a flat 
to slightly positive year for the US steel 
market, according to Christopher Plummer, 
managing director of Metal Strategies Inc. He 
estimates that apparent consumption will be 
up by 0.3% for the whole year before falling 
by about 1.6% next year. 

The automotive and construction sectors, 
which are the two largest end-use markets, 
remain “incredibly healthy”, he also says, 
although he admits that some other markets, 
including industrial manufacturing and 
downhole energy, are “a little bit off.”

But he believes that demand is likely to 
incrementally improve in 2020, especially 

if companies become more confident, 
recognizing that imports have eroded and 
that inventories throughout the supply chain 
are being worked down.  

While North American automotive output 
is down about 2% year on year, it remains 
at historically high levels, Plummer observes, 
with about 17 million light vehicles expected 
to be produced this year. Steel use in that 
sector is being helped by the fact that those 
units are largely light trucks, which contain 
about 85% more steel than sedans, he says. 
It is uncertain what the impact will be from 
the GM strike given that the automaker 
had been producing about 12% of all North 
American light vehicles and the new labor 
contract did not reverse GM’s plans to close 
three US assembly plants. 

While, partly because of weather-related 
issues construction spending was down 2.1% 
year to date through August, Plummer says 
that steel use in that sector was actually up 
4.9%, including an 8.4% increase for public 
works and a 4.3% increase for nonresidential 
construction. Tracy Porter, executive vice 
president and chief operating officer for 
Commercial Metals Co, says that if Congress 
passes an infrastructure spending bill, it 
would not only bolster US steel demand 
but could also counter the softening of US 
economic growth. 

Metal Strategies US Steel Market
 U.S. Steel Market   Latest mo YTD ‘19 2019 Forecast Basis
Million Tons 2017 2018 2019e 2020F  vs yr ago  vs yr ago 
Apparent Consumption 109.9 112.2 112.5 110.7 -0.9% 0.1% Actual thru June; then steel  
% Change 6.1% 2.1% 0.3% -1.6%   prod thru 9/28/19 (yielded to 
       shipments), imports  
       through Aug

Crude Steel Production 90.0 95.5 96.9 95.4 -2.2% 3.4% Actual through week ending 
% Change 4.0% 6.1% 1.5% -1.5%   Sept 28 2019

Steel Shipments 90.9 95.3 91.9 90.7 -3.4% 1.9% Actual through June, est’d by  
% Change 5.0% 4.8% -3.5% -1.3%   actual crude prod to 9/28/2019

Steel Exports 10.5 8.8 6.4 5.9 -34.5% -28.8% Actual through June 2019 
% Change 13.0% -16.5% -27.2% -7.8%   

Steel Imports 38.1 33.7 27.0 25.9 -24.1% -13.6% Actual through August 2019 
% Change 15.5% -11.5% -20.0% -4.1%    
- Finished Imports 29.6 25.7 22.1 21.2 -12.0% -15.9% Actual through August 2019 
% Change 12.2% -13.1% -14.1% -4.1%    
% Consumption 26.9% 22.9% 19.6% 19.1% 19.5% 20.8% Actual through June 2019 
- Semifinished Imports 8.6 8.0 7.7 7.5 NA 0.1% Actual through August 2019

Source: Metal Strategies Inc



Meanwhile, Kenyon notes that domestic 
steel supply has been gradually ramping up 
ever since the back half of last year, including 
restarts of two blast furnaces at United 
States Steel Corp’s Granite City, Ill., facility, 
and JSW Steel’s Mingo Junction, Ohio, 
mill as well as some incremental capacity 
additions. For example, Nucor started up a 
new galvanizing line at its Gallatin facility in 
Ghent, Ky, and is in the process of ramping 
up its Marion, Ohio, rebar mill. 

Plummer estimates that from the start of 
2019 through 2022, about 12.1 million tons 
per year of new flat rolled steel capacity - all 
electric arc furnace, or mini-mill, capacity 
- will come online in the US, including 10.9 
million tpy of sheet and 1.2 million tpy of 
plate, largely by Nucor, Steel Dynamics and 
Big River Steel. And about 1.8 million tpy of 
long product capacity - mostly rebar micro-
mills but also some merchant bar (MBQ) and 
wire rod capacity - will come online over the 
same period, he adds.

Another 3.7 million tpy of new sheet 
capacity could be announced shortly, with 
the largest portion of that expected to be 
for a new mill that Big River is expected to 
build in Brownsville, Texas, or elsewhere in the 
Southwest. While he fell short of announcing 
that mill, David Stickler, Big River’s chief 
executive officer, says that US Steel’s 
purchase of a 49.9% stake in the company 
should accelerate both its project to double 
its steelmaking capacity at its existing 
Osceola, Ark., plant and its plans to build a 
second mill.

There are varying views on what the impact 
of these moves will be. While Bennett says 
it could cap how much domestic mills can 
raise prices in coming years because it will 
create a very competitive environment, John 
Tumazos, president and metals analyst for 
John Tumazos Very Independent Research, 
says that it could have the opposite effect. 
Since it is almost entirely electric arc furnace 
(EAF) capacity, it could support higher scrap 
prices, which he says are already trending 
higher, predicting that they could rise by 
$100-$150 per long ton between November 
and February. Also, Millett points out that the 

US is one of the few countries in the world 
that is currently short of steel.

Philip Bell, president of the Steel 
Manufacturers Association, warns that 
these moves should not just be looked at as 
capacity additions but rather as an algebra 
equation given that could also result in some 
inefficient existing capacity being idled or 
closed, the displacement of imports and even 
some companies going out of business and 
exiting the market. 

Bell did not attribute the recent closure of 
operations at merchant bar producer Bayou 
Steel to the addition of new capacity, stating 
it was an older mill with older equipment in a 
tough market. But the new capacity coming 
online does represent a modernization of the 
US steel industry, he adds.

“Also, some of the capacity additions could 
be postponed, rescheduled or even shelved,” 
he points out. “I think that there is too much 
fear about this and not a real understanding 
if what is happening right before our eyes.” 

Such decisions are also not necessarily 
influenced by market ups and downs, Ferriola 
says, adding: “We invest in the downturns 
to come back into the upturn stronger. If we 
didn’t invest and grow our company during 
the last recession, we would not have seen 
the record year that we had in 2018.”

While some believe that will the case, 
Anton is not optimistic about much 
additional displacement of finished steel 
imports - not just because they have already 
come down significantly, falling 16.1% year to 
date through September but because “new 
capacity doesn’t drive out imports, it drives 
out domestic capacity.” Integrated steel 
capacity is especially vulnerable, Bennett says.

 “While hopefully some of the uncertainty 
resulting from US trade policies and 
nervousness about the future will start to 
get resolved [in 2020], currently both US and 
global economic growth have been slowing,” 
Bennett says. “Because of that, next year 
could be somewhat subdued, with lower 
average steel prices than for 2019.”


