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Making US Steel Great Again

US hot-rolled coil prices have been trading $100/mt above Europe in
anticipation of trade duties. President Trump's announced 25% tariff will
affect 30% of US demand, a considerably lower portion than the tariff
impact in aluminium. The impact on costs for the consumer will vary by
product

Source: Shutterstock

Quick Take

In 2017, the US imported 34.5Mt of steel, making up 30% of consumption. As tariffs
are imposed, a drop off in exports (9.5Mt) and a boost in domestic mill

utilisation could easily see this import reliance drop to under 20%. The pricing effects
on US consumers will, therefore, be considerably less than the 25% imposed

and less severe than the story unravelling in aluminium. The effect does vary by steel
product, however.
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US HRC premium widens to Europe/China
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Weighing up imports

The US currently imports around 30% of its steel consumption needs. This compares to over
80% for aluminium. But steel mill utilisation only averaged 74% last year (vs a commerce
target of 80%) and exported 9MT. Cutting those exports and boosting utilisation to 80%
reduces the import need to under 20%. At 90%, the figure is only 7% and this is even before
we account for any new capacity builds. It is likely, therefore, that the incremental cost to be
paid by US consumers will end up considerably below the 25% tariff. Import dependency does
vary by product, however.

Of US imports, the largest tonnage is crude steel in semi-fabricated form: billets/blooms/slabs,
this represents only 7% of the crude steel production and the quickest import void filled by
higher utilisation of US mills. After this, the flat products (hot and cold rolled steel) do have the
highest tonnage of imports but lower dependency. Long products: Rebar/Wire Rod look more
at risk of higher local prices basis the import dependency but expansions of domestic

supply should see this decrease. Line Pipe is an example of a lower tonnage but more exposed
market with import dependency around 60%.

2017 US steel imports by product and import dependency (%)
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING") solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to requlation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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