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Growth in demand for raw materials is slowing along with the moderate pace of growth in global steel demand
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Iron Ore and Coal Imported in 2014, by Supplier Country
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B Raw materials

The Japanese steel industry depends entirely on imports for the two primary raw materials used to
produce steel: iron ore and coal.

In 2014, Japan’s imports of iron ore increased for the third consecutive year, climbing 620,000
tons, or 0.5%, to 136.44 million tons. Among major suppliers to Japan, imports from Australia,
which accounted for 60.7% of all iron ore imports, decreased 1.3% from the previous year. Imports
from Brazil, the second-largest supplier with a 27.1% share, increased 1.5%. Together, these two
countries supplied about 90% of Japan’s iron ore imports. South Africa ranks third (imports down
17.2%), Canada fourth (imports up 98.0%) and India fifth (imports down 14.9%).

Metallurgical coal imports in 2014 decreased 2.90 million tons, or 4.6%, to 59.49 million tons.
This was the first decline in two years and the first time that imports fell below 60 million tons since
2009, when imports were 53.10 million tons. Imports from Australia, which accounted for more
than 70% of all metallurgical coal imports, decreased 4.7%. Imports were up 7.0% from Canada, up
27.0% from Russia, down 28.1% from the United States and down 35.0% from Indonesia.

According to Trade Statistics of Japan from the Ministry of Finance, unit prices decreased for the
third consecutive year. The unit price of imported iron ore was down $9 to $118 and the unit price of
metallurgical coal was down $26 to $115.

Japan has been a net exporter of ferrous scrap since 1996. In 2014, exports of ferrous scrap
decreased for the second consecutive year, falling 780,000 tons to 7.35 million tons.

Global crude steel production in 2014 increased 0.8% to 1,661.50 million tons, a record high for
the fifth consecutive year. But this was the smallest growth rate during the past five years in part
because of slower growth in output in China, the world’s largest steel producer. Despite this slower
growth, major suppliers of iron ore raised the pace of production growth. Since the supply of iron
ore was greater than demand, the prices of iron ore and metallurgical coal, the primary materials for
steelmaking, decreased.

In 2015, the outlook is for slower growth in demand for steelmaking raw materials because of a
declining growth rate of crude steel output worldwide, including in China. Consequently, it is
unlikely that the balance between supply and demand for these raw materials will be tight.
Nevertheless, steelmakers will continue to acquire mining rights and take other actions to secure
supplies of raw materials in order to provide users with a reliable supply of steel products.
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Imports and Exports of Ferrous Scrap (2008-2014)

(BA1:J5b>) [ten thousand tons] - HiH Exports

1000 — 940 - A Imports
900 - 89 a3
800 |- 735
700 |-
600 |- 646
500 |- 534 544
400 |-
300 |
200 |-
100f 2 19 49 58 23 23 36
.\.—-""'.__—.\I—I—".
0 n L n n n i
09 10 1 12 13 2014

HABMEEBS#ET  Source:"Trade Statistics of Japan" Ministry of Finance

— =

B 7%

SRS i e | Tk S J e D S b, Sk R0 S O 8k 8
JECRH AV SR80 B i oo i H R0 B A & B B L AR IR S s
IEMEIATET B

SRER BT O NI BV 2Bk TR RERT O B i T H O R E B
LI LA i R25) J— i@ di |- by 2 (B Riiek) - HEEK
AERERSTHY BB FET (— K %) D20144- FfH A A DL,
WALARA366.6%, M52 %333.0%D He 3 1 CTdh 2 (FiE B I A5 T FER
ORI S A TR vy R EHLEI60%I2 7 5%
DEHERIEND) .

S W 2 % FH) IR b o 2 Bk O By i O IR AR A 52014
AE LG 22 P RS AE FRO.1 963 L 24E T A CRIAE % Ell-7-22bd
0 B ik VL A4 LE4.3% 3 & 245 e TR AR K HE A 1 Inl ), 44E 501
6,00077 AIZElEL 72,

F72, KA TOHI % 2 Dl % w2 ) LI %A R 6 H TAS
EEREN AT 25%% HOTHBY EAVMN AIKADIAT EALE D5 A KA
O—EIHIEH B EZEN TS,

@ ML EE—RENXEDHR

Crude Steel Production and Primary Transport
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Modes of Steel Product Transportation

The Steel Industry of Japan 2015

B 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 66.6% of gross shipments and
trucks for 33.0% in 2014. When secondary transportation (from distribution
bases to customers) is included, the share of trucking rises to an estimated
60%.

The volume of steel products transported by coastal vessels and trucks in
Japan in 2014 increased 4.3% to record a second consecutive year of growth
because crude steel output also rose for two years in a row (up 0.1% from
2013). This was the first time in four years that the volume of crude steel
transported exceeded 60 million tons.

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 25% 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 2013.

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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