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Macro 

Market Summary： 

Iron ore neutral.  

Macro and Money Movement: 

Some U.S. based investment banks believed that “the super commodity cycle” has come and significantly increase the expected price on copper and zinc. If 
compared with the financial crisis during 2007 –2008, the assumption was less likely to be proven since the big increase on copper price by then was under the 
hyper-inflation. Currently market expected a “mild” inflation as most of monetary strategy were leading the warming of global economy, thus less likely to 
enter a stage of hyper inflation.  

Steel: 

Steel mills maintained a high utilisation rate during CNY since most of workers were not  travelling during the big holiday avoiding spread of pandemic. The 
EAFs also recovering next week significantly. Eastern mills expected EAFs would reach seasonal high capacity in the second week of March. Thus, steel invento-
ries expected to reach the highest level of the year, and similar level compared to last year during mid-March.  

Tangshan started two restriction curb last through mid-February till mid-March(expected) respectively, to control the carbon emission. MySteel estimated the 
recent restriction would impact 65,000 tonnes per day. Tangshan billet up 400 yuan compared to pre-Chinese New Year level. MySteel researched 10 Tang-
shan mills with 74 yuan/tonne of profit last week, the biggest number in the previous two months with negative numbers in most of times. U.S. HRC sold at 
$1312/tonne, created a 60 year-high.  

Steel production also restricted under the policy of capacity and production control, as well as a carbon-neutral strategy in several political conferences from 
mid-2020.  

Iron ore: 

Iron ore port inventories up 1.875 million tonnes, partially contributed by a decrease on port congestion by 54 ships. Daily evacuation decreased by 431,600 
tonnes. Iron ore had become a half financial and half industry products since 2019, many China domestic and western funds were structurally long iron ore as 
part of their metal book. As a result, iron ore look sometimes resilient when the rest of ferrous products softened.  

The financial property of iron ore has made the value of iron ore becoming hard to measure, as 70% of iron ore value has transferred into a intangible part. In 
other words, iron ore miner cost as well as supply demand have becoming less relevant to the price.   

One important finding was iron ore tend to exhaust steel margin to negative on both physical and futures market, so this positive margin on steel market po-
tentially not lasting unless steel mills start to initiate a decrease on their prices or start to offer some discount.  

FMG expected FY2021 delivery target 178—182 million tonnes, higher than previous prediction.  

Senior Researcher: Hao Pei 
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Steel 
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