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Market Verdict： 

Iron ore neutral. 

Macro Market Change and Money Movement: 

In the past two week, due to talks with relevant 
enterprises by multiple China departments and 
measures such as cracking down on "invisible 
stocks" of industrial products, the iron and steel 
industrial products experienced the biggest correc-
tion since February last year, when the epidemic 
was just discovered. In the United States, Biden's 
infrastructure bill will be greatly discounted as ex-
pected. However after the massive decrease by 
25%, there is still no guarantee to pass both par-
ties.  

China Prime Minister Li Keqiang currently showed up in Ningbo, a typical eastern city as the hub of commodity 
transit. The PM visited several manufacturing enterprises and focus on the strategies to counter against com-
modity price growth risk.    

Iron ore Market :                                                    

The total escape funds are still the bubble crowding out effect after the introduction of commodity price control 
policies. In addition, the counter inflation trade has come to an end, nonferrous metals have temporarily re-
turned to fundamental logic, and iron ore has returned to calm market. At present, the main support of raw ma-
terials are high steel mills margins. The profit for back months are still very high, virtual steel margin onshore 
were 33.92% lower compared with the mid-May, however still created the highest historically. If calculated by 
seaborne iron ore may average, the mills profit were massively decreased.  

The production capacity shifted significantly to top steel mills after the few years of supply-side reform. This ca-
pacity shift will lead to the marginal capacity become less sensitive to the mills margin. For steel mills, it means 
more chances to sell steel at higher price or more time to export rather than produce later. As a result, the pri-
mary target for steel mills are take the high cost materials to guarantee the sales.  

The total shipment of Australia and Brazil iron ore to was 26.402 million tons, increase of 3.819 million tons w-o-
w. The total amount of global shipment was 33.324 million tons, an increase of 6.074 million tons w-o-w. China's 
45 port arrivals totaled 24.566 million tons, a increase of 1.116 million tons w-o-w. 

The risks are that it was hard to predict the market size contributed by macro capital and pure speculative funds. 
Because iron ore and cyber coins have absorbed too much inflation compared with other assets from the begin-
ning of 2020.  

Steel Market: 

The billet correct much slower compared with finished steels, indicating the half-finished steels such as billet, 
high-grade scrap and pig iron have pricing power over the rest of ferrous chain during the carbon emission global 
background. Both apparent consumption for construction steels and HRC decreased slight over previous week.  

Global steel market didn’t stop grow to follow the growth of China steel market. Korean Hyundai Steel stopped 
production in May 10th, which account for 10% of rebar capacity of the whole country. Black sea FOB HRC current 
at $1065, a massive increase compared with April average at $945. The global flat steel market will marginally 
impact China HRC price as many areas capacity shortage.  

Weekly Virtual Steel Margin Report  

Sources from Bloomberg 
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Iron Ore 

Sources from Platts 

Sources from MySteel Sources from MySteel 

Weekly Virtual Steel Margin Report  

Iron Ore Indicator Analysis: 

• Iron ore port stocks slight decrease as Australia 

and Brazil delivery have decreased over the 

previous three weeks.  

• PBF float price was stable from $6-6.5, a retreat 

from the high at $8, and less fixed price traded.  
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Steel 

Sources from MySteel 

Sources from MySteel 
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Sources from Bloomberg 

Steel Indicator Analysis: 

• Five major types of steel inventories entered a 

“destock” phase, with decrease stocks ex-

pected till late May following seasonally fea-

tures.  

• US HRC continuously refreshed historical high 

under the background of U.S. infrastructure 

market investments. Shanghai HRC was high 

because higher price in export as well as the 

imported inflation.  
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Coking Coal 

Sources from MySteel 

Sources from Bloomberg 
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Coking Coal Indicator Analysis: 

• Coking coal port inventories started to 

pick up significantly as Russia exports to 

China increased to historical high in April 

and early May. At the same time, Canada 

and Indonesian sources flow into China 

eastern ports to fill the short by Mongolia 

export decrease.  

• China and Australia tension increased the 

speculation on coal market including ther-

mal coals and Prime coking coals. Howev-

er the truth is, China has decreased mas-

sively since the year 2019, real impact on 

export decrease was very limited.  

Sources from Bloomberg 


