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Raw Materials and Logistics
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The Steel Industry of Japan 2010
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Iron Ore and Coal Imported in 2009, by Supplier Country
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Weak demand as global recession cuts steel production, but signs of a recovery are emerging in Asia

Hl Raw Materials

The Japanese steel industry depends entirely on imports for the main
steelmaking raw materials of iron ore and coal.

In 2009, imports of iron ore decreased by 24.9%, or 3.49 million tons, to
155.0 million tons. Among major suppliers to Japan, imports were down by
21.5% from Australia, 20.8% from Brazil and 25.7% from India.

Coal imports decreased by 17.7%, or 1.14 million tons, to 53.1 million tons.
Among major suppliers of coal to Japan, imports were down by 14.9% from
Australia, 17.7% from Canada, 17.4% from Russia and 77.2% from China.

Prices of raw materials decreased in 2009 but the cost of these materials
remains high. According to Ministry of Finance Trade Statistics of Japan, the
unit price of imported iron ore decreased by $10 to $84 and the price of coal
decreased by $18 to $174.

Japan has been a net exporter of ferrous scrap since 1996, with the volume
of exports exceeding imports every year. In 2009, there was a large increase
of about 4 million tons in ferrous scrap exports to 9.41 million tons, the first
increase in three years.

Global demand for steel has plummeted since the start of the worldwide
recession in the fall of 2008. Weak demand severely impacted the Japanese
steel industry throughout 2009. The economies of China, Korea and some
other Asian countries started to recover in the second half of 2009 ahead of
the rest of the world. With signs of an end to the decline in demand for raw
materials now emerging, steelmakers worldwide continue to acquire mining
rights and take other actions aimed at maintaining a consistent supply of the
materials needed to produce steel.
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Imports and Exports of Ferrous Scrap (2003-2009)
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Crude Steel Production and Primary Transport
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@ HIAFOEHNERZEE Modes of Steel Product Transportation

M Logistics

The steel industry has many characteristics of a logistics or transport
industry. Annual gross shipments total approximately 300 million tons,
including imports of raw materials and exports and domestic shipments of
steel products.

Since Japan’s steel mills are located on the coast, most shipments of steel
products within Japan begin with coastal vessels. Steel is then transported
from distribution bases by truck to customers. By mode of primary
transportation, coastal vessels accounted for about 66.5% of gross shipments
and trucks for about 32.8% in 2009. When secondary transportation (from
distribution bases to customers) is included, the share of trucking rises to an
estimated 60%.

In 2009, there was a large decrease in the volume of steel products
transported by coastal vessels and trucks within Japan. Lower production
volumes at steel-consuming industries and a downturn in construction
activity, both the result of the economic recession, were responsible for this
decrease.

The figure below shows the shares for coastal shipping volume for six
major cargo categories where coastal shipping accounts for at least 60% of
primary transportation. Steel ranks first with a share of almost 30% followed
by cement and limestone, some of which is used by the steel industry.
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Note: Figures in ( ) are composition ratios in 2009.

1. Primary transportation: From steelworks to distribution bases, depending heavily on vessels because of large volumes.
2. Secondary transportation: From distribution bases or railway stations to downstream, depending heavily on trucking.
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