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Rough Road Ahead for Steel and 
Non-Ferrous Metal Industries in 2009

By nature, the steel and non-ferrous 

metal industries tend to be bundled 

together as cyclical businesses, but if we 

look at last year’s trends, we may conclude 

that the industries have literally been hit 

hard by erratic fluctuations in the finished 

goods market (as well as the raw materials 

market).

In the first half of 2008, while iron 

material prices continued to rise, driven by 

strong increasing demand from emerging 

nations such as BRICs (Brazil, Russia, India 

and China) according to the Decoupling 

Theory, prices surged across the board 

for related raw materials such as iron ore, 

metallurgical coal, alloy iron and iron 

scraps. Some pointed out the provisional 

demand of some users who feared that iron 

materials would become scarce and rushed 

to buy before prices rose.

Circumstances Completely Change, 
Triggered by the Lehman Shock

However, since the beginning of 

autumn when global steel material 

consumption was peaking, construction 

starts in mainstay China dropped by 4.2% in 

the period from July to October 2008. This 

turned the situation around and led to a 

substantial decline in market conditions. 

In particular, what spurred the turnaround 

to a sharp decrease in demand was the 

shock of Lehman Brothers’ failure, which 

triggered the ensuing financial crisis.

Besides the normal knock-on effect 

of “an economic downturn leading to a 

slowdown in demand,” factors such as 

the sharp decrease in automobile sales 

(production adjustments by manufacturers), 

an industry which uses large volumes 

of steel or non-ferrous metals, and the 

outflow of some speculative funds from 

the commodities markets (selling), etc. 

caused the decline in various commodities 

markets, particularly crude oil.

In late October 2008, four major steel 

corporations simultaneously revised their 

consolidated performance forecasts upward 

for the fiscal period ending March 2009. 

The main reason was the decrease in 

costs of raw materials and fuel, which they 

had initially estimated conservatively. 

The appreciated yen and depreciated 

dollar instead helped decrease purchasing 

costs (since dollar-denominated payments 

surpassed receipts for exports).

Effects of Cost Decreases Also 
Temporary

Nevertheless, the effects of these profit 

improvements proved temporary, and in 

contrast to the trend until the summer, 

the tendency for users to refrain from 

purchasing is becoming more and more 

pronounced. The prices of many principal 

raw materials have been contracted 

annually with these contracts ending in 

spring, and full-fledged advantages of cost 

decreases are expected to become apparent 

after February 2009. However, significant 

pressures for product price decreases are 

becoming stronger and circumstances 

point to inevitable and significant declines 

in profits in the future.

The stalling of global production of 

crude steel is clear. According to the 

“Global Crude Steel Production” report 

for November (preliminary figures for 66 

nations/regions) compiled by the World 

Steel Association at the end of 2008, 

overall production was 89.04 million tons, 

a 19.0% year-on-year decrease, showing 

a greater rate of decrease than before. In 

September 2008, growth turned negative 

for the first time in six years and nine 

months, making this the third consecutive 
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Table 1:  Crude Steel Output of 
          Major Nations (November) Stalls

(Units: Millions of tons, %)

 Crude Steel Output Year-on-Year

Japan 8.81 -12.9 
China 35.18 -12.4 
India 4.65 1.9 
South Korea 3.91 -9.0 
U.S. 5.05 -38.4 
Russia 3.73 -36.5 
Brazil 2.32 -19.1 
27 Nations of the EU 13.01 -24.8 
Total 89.04 -19.0 

Hard hit by decreased demand and market slowdown, the steel and 
non-ferrous metal industries have great expectations for various 

national economic policies that come into effect in latter half of year 
and the promotion of structural reform is seen as the key.



halt its no. 3 blast furnace at the West 

Japan Works (Kurashiki) in mid-January, 

2009 and will renovate the factory. Nippon 

Steel Corporation, which was planning to 

renovate its Oita Works in March 2009, 

announced that it will move the schedule 

forward by one month. We suspect that such 

actions will spread further as a measure to 

improve supply and demand conditions.

Learning from Past Adjustment 
Phases  

During major adjustment phases in steel 

output since 1970, it has taken about two 

years from the peak to reach the bottoming 

out of steel output, such as was seen (1) after 

the oil shock in 1974-1975 (26 months), (2) 

around the time of the high yen recession in 

1985 (23 months), and (3) around the time 

of the recession during the Asian Currency 

Crisis in 1998 (23 months), etc. If we apply 

this time frame to the peak of steel output 

this time around (March or April 2008), 

then this means that the bottoming out will 

take place somewhere between January and 

March 2009 (see Table 3).

Under the current circumstances, 

however, a bright outlook may not be 
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Statistics for November 2008” announced 

by the Japan Iron and Steel Federation in 

late December 2008, output decreased by 

12.9% year-on-year and by 12.7% month-

on-month(see Table 2). A decrease was just 

announced in October for the first time in 

two years and five months (2.7% year-on-

year decrease), indicating that the output 

decrease was sudden. It is said that output 

this year may drop below 100 million tons.

The Ministry of Economy, Trade and 

Industry (METI) announced its forecast 

of crude steel output for the quarter from 

January to March 2009, saying that it will 

drop by 32% year-on-year to 21.1 million 

tons. This represents the lowest figure for 

the quarter from January to March in 39 

years, since 1969.

Another contributing factor is that 

major steel corporations are moving 

toward long-term halts of blast furnaces 

in line with the decreasing demand. JFE 

Steel Corporation announced that it will 

month of decline. For the whole of 2008, 

it is highly likely that a year-on-year loss 

will be posted for the first time in ten years 

(see Table 1).

For example, if we look at China’s 

monthly output of crude steel on an 

annualized basis, the 571.15 million tons in 

June 2008 plunged to 428.13 million tons in 

November 2008. This means that, despite an 

annual manufacturing capability estimated 

at about 600 million tons, only about 

70% is being manufactured. Including 

Japan, major global manufacturers are 

accelerating production adjustments, and 

in a situation where signs of a turnaround 

in demand are nowhere in sight, it seems 

that a further decrease in production is 

inevitable in the near term.

Domestic Output at Its Lowest
in 39 Years

On the other hand, in Japan, according 

to the “Iron and Steel Output: Monthly 

Table 3:  Adjustment Phases of Domestic 
         Crude Steel Output Since 1970

(Units: Months; thousands of tons per month; %)

Phase Duration Adjustment Range Adjustment Rate

Sep. 1970 - May 1971 9 784 10
Nov. 1973 - Dec. 1975 26 2,559 25
Nov. 1976 - Jan. 1978 15 1,466 15
Apr. 1980 - Feb. 1981 11 1,635 17
Apr. 1982 - Feb. 1983 11 1,270 14
Apr. 1985 - Feb. 1987 23 1,463 16
Nov. 1990 - Mar. 1992 17 1,616 17
Jun. 1993 - Feb. 1994 9 1,279 15
Apr. 1995 - Feb. 1996 11 880 10
Apr. 1997 - Feb. 1999 23 1,792 20
Nov. 2000 - Jan. 2002 15 917 10
Apr. 2005 - Jan. 2006 10 561 6
Average 15 1,352 15

(Unit: Thousands of tons)

Table 2:  Sharp Decline in Domestic Crude Steel Output Since November 2008
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expected until 2010. As for the demand 

side, not only is the global downward 

trend continuing, but excessive plant and 

equipment also remains, mainly in China. 

If market conditions show signs of recovery, 

there is a risk that price rises would be 

suppressed as the decreased output abates. 

Furthermore, regarding the inventory 

side, in addition to steel material itself, end 

users’ inventories of finished goods also 

remain high. The reason behind this is that, 

amid a slowdown of shipments for steel 

corporations and consumer electronics 

manufacturers, inventory adjustments 

have been delayed.

New Opportunities in Economic 
Measures and Original Technology

On the other hand, real effects from 

economic measures, such as those in China 

and the U.S., are anticipated in the latter 

half of the year. The key is whether such 

movements lead to real recovery of demand 

for low-grade steel.

Another key point is quantitative 

recovery, as well as the extent of the 

recovery of high value-added steel, etc. 

made using original technology, an area in 

which Japanese manufacturers excel.

For example, ZAM, the “highly 

corrosion-resistant hot-dip coated steel,” 

made by Nisshin Steel Co., Ltd. is becoming 

widespread, mainly for use in casings for 

in-car motors. Furthermore, Nisshin 

Steel is proactively developing business in 

emerging countries, such as India where 

it is the first Japanese steel manufacturer 

to begin steel pipe manufacturing. Once 

the current crisis subsides, a situation 

is anticipated where the medium-to-

long term growth potential of regions 

such as BRICs will once again be in the 

spotlight. Furthermore, from a long-term 

perspective, it may become clear that 

the key determining factor for the future 

outlook lies in the development of such 

rapid growth regions. 

Breaking Away from Refining 
Business Key for Breakthrough in 

Non-Ferrous Metals Industry
Meanwhile, major non-ferrous metal 

corporations face a similar overall business 

environment, with the situation even more 

severe because their main customers 

are the construction, automobile and 

electronics industries, thus making them 

more susceptible to economic trends.

Since last year, there have been heavy 

declines in the metals market, except for 

gold, where the prices of some metals 

have already fallen to the break-even point. 

There are thus many voices that forecast a 

further fall in business performance next 

fiscal year following this fiscal year.

Mitsui Mining and Smelting Co., Ltd. 

and DOWA Holdings Co., Ltd., leading 

companies in the industry, are forecast to 

post large inventory valuation losses as 

a result of the deterioration of the metals 

market, and both expect their refining 

businesses to fall into the red this fiscal 

year. Furthermore, major non-ferrous 

metal corporations are among the sectors 

hit hard by the yen appreciation. Thus, their 

mainstay refining business is currently 

suffering from the threefold distress of 

metal price declines, yen appreciation and 

a decline in processing fees. In order to 

escape these effects, manufacturers appear 

to be accelerating efforts to diversify their 

management by breaking away from the 

refining business.

For example, Mitsui Mining and 

Smelting constructed a new factory 

for electrolytic copper foil, a material 

which is indispensable for digital 

materials. DOWA Holdings will start a 

recycling-related business. Mitsubishi 

Materials Corporation will engage in the 

development of copper mines. Sumitomo 

Metal Mining Co., Ltd. also plans to make 

further progress in purchasing overseas 

mines in the upstream sector.

Time to Overcome Structural 
Problems

Further worsening of business 

performance in the short term is 

unavoidable for steel and non-ferrous metal 

companies due to the decline in global 

demand and the ensuing deterioration of 

market conditions. Hereafter, structural 

problems will remain important issues, 

such as the decrease in domestic demand 

for high-end steel, which resulted from the 

contraction of domestic manufacturing 

output triggered by the appreciated yen, 

becoming a long-term phenomenon.

A little further on, whether or not 

companies return to a recovery path in 

terms of business performance between 

the latter half of 2009 towards the first 

half of 2010 when an economic recovery 

is forecast would depend on how they 

make progress in strategic business 

reconstruction, proactive investment in 

growth areas, or other factors. For now, 

the management capabilities of these 

companies are under question. 
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