Eurometal: “Consumption mood in Europe is rather positive”

Anna Smyk, Metal Expert, Duesseldorf

Eurometal, the voice of European intermediation, takes under its wings 18 na-
tional associations and represents interests of about 3,000 steel distributors and
service centres. EU steel distribution is a vital part of the market chain between
200 steel and tube producers and more than one million end users.

During the 3rd Steel Plate Conference Europe in Duesseldorf, Germany,on March
10, Metal Expert took an opportunity to communicate with Mr. Georges Kirps,
Director General of Eurometal, and discussed with him the current situation in
European distribution and its prospects.

How was the year of 2016 for European distribution? What peculiarities in  Mr. Georges Kirps, Director
the performance of different regions could you point out? General, Eurometal

The year of 2016 was a mixed one for European distribution. Multi-product & proximity steel distribution shipments
grew by about 1%. At the same time, for flat steel service centres, it was a better year because shipments increased
by 2-3% on average in 2016.

Regarding regions, | would say that Southern Europe started to come back. Central Europe was not too bad. Nordic
regions also had rather good performance. Meanwhile, business activity in the UK and France slowed down.

The EU steel producers demand increasingly more trade protection amid a glut of steel imports. What changes
could we see in steel distribution in this regard?

The problem of steel distributors in light of steel trade cases is that most probably its impact will result to the limited
supply of commodity products. This may lead in some sectors to disruptions in the supply chains to end-users. Imports
have always been a part of EU plate market supply. Historically non-EU imports in plate segment accounted 15-20%
of the total market supply. It has been tremendously surging with the market share of 26.2% and 27.8% over the years
2015 and 2016, respectively.

At the same time, trade cases are essential for EU steel industry. Antidumping duties have helped to reduce imports
from China but there is also an opposite effect by increasing shipments from India, Russia, Brazil, Indonesia, etc. If
you look at the last information released by Eurofer, they carefully examine the statistics and have already seen a
rather spectacular increase in the imports from other destinations. So, | wouldn’t exclude further tightening of trade
measures, which surely influence distributors.

Distribution is experiencing the real boom of digital technologies and on-line trading. What changes have they
already brought to traditional distribution and how do you see the future development?

Digitalization is suitable for the business model in steel distribution called proximity business. Clearly, some success
has been already achieved there with some companies introducing digitalization and e-commerce into their business
models, some big distributors in Germany in particular. This business model let smaller customers order tiny volumes
of steel. So, e-commerce is a way to consist customers.
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On the other hand, distribution business is also related to contract business. From this point of view, this kind of activ-
ity in my today perception suits less to be introduced into e-commerce. For the time being major processors in steel
distribution for instance typical steel service centres which supply industrial customers, see fewer opportunities in
digitalization. Meanwhile, this might change in future. It is really something that is going to happen in steel distribution.

European distributors serve more than 1 million customers; construction and automotive industries are
among the main consumers. What prospects do you see for these segments? What other sectors could be
considered as promising?

We see that distribution in the construction sector is improving in 2017. We expect it would develop over some years
ahead at least.

European automotive market will not be bad. At the same time, automotive suppliers do a lot of business with the UK,
the US, and China. In this regard, there are some question marks. Nobody knows how the tax will change after Britain
will quit the EU. On the other hand, the future of the Chinese market for the automotive industry is unclear as well.

As a promising sector, | see mechanical engineering as consumption mood in Europe is rather positive. Moreover,
European mechanical producers from Germany, Italy, France and Spain are selling a lot of products to the world
market which is good performed.

| believe one more perspective consuming sector is white goods.

Distributors provide 59% of EU market supply in plates. How do you see the development of this segment in
2017 and next coming years?

In 2016 European market supply in plates reached 10 million t, which is an increase of 3.1% compared to 2015. The
number 10 million t excludes pre-material of around 2 million t, which mills deliver to the tube mills because those
volumes are not available for distributors. But if to compare this number with 2008 when market supply was at 12.2 mil-
lion t, you see that now in 2016 we are still 15-20% below golden age that the EU reached in 2007-2008. So, we lost
a lot in 2009 and 2010. However, from 2011 we are recovering step by step.

End-users in plate segment have the intention to get smaller volumes of material at short lead times. And these two
points are the main reasons why the share in favour of steel distribution in EU has developed a little bit in the last
years and will maintain to grow. European plate mills are producing big volumes and they are struggling to sell big lots
as well. If you go to a mill with an aim to order minimal volume, you will have to wait for material between 6-8 weeks
for commodities. For premium products, delivery time can range between 3-6 months depending on a producer. But
end-users have no time to wait. That’s an argument in favour of distributors which have stocks, additional processing,
and services, capable carrying also the logistics for small orders at a short delivery period.

Back to top
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