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THE STEEL INDUSTRY OF JAPAN 2017

—HREER  The Japanese Economy
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ﬂEE Production

The Japanese economy recovered slowly during 2016. Employment and
personal income were firm, but consumer spending lacked momentum.
Corporate capital expenditures were sluggish due to the uncertain outlook
for external demand caused by Brexit and other events. Exports were lower
in the first half but started recovering in the fall. As a result, Japan’s real
GDP growth in 2016 was 1.0%.
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EINFJTE Domestic Supply and Demand

In 2016, crude steel output in Japan continued to decline early in the year as
domestic demand was weak. But output slowly began to recover in the spring
along with a rebound in demand in the construction and automobile
industries. The recovery in crude steel output gained momentum in the
second half in part due to progress with inventory reductions. Total output
fell for the second consecutive year, decreasing 0.3% (360,000 tons) to
104.78 million tons.
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i A Steel Trade

Domestic demand for ordinary steel based on orders received increased
for the first time in three years. Construction demand rose for the first time
in three years, mainly because of solid demand for steel used in public
works projects. In the manufacturing sector, steel demand was higher for
the first time in two years as automakers shifted production to Japan and
demand for machinery recovered. Specialty steel orders rose for the first
time in two years.
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Raw Materials and Logistics

Japan’s iron and steel exports in 2016 decreased for the third consecutive
year, declining 1.0% to 41.21 million tons but remaining above 40 million
tons for the seventh consecutive year. Imports increased for the first time in
two years, rising 0.9% to 8.10 million tons. Ordinary steel imports decreased
1.5% to 4.27 million tons, falling for the second consecutive year, but
remained above 4 million tons for the sixth consecutive year.
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Iron ore imports in 2016 decreased for the second consecutive year, declin-
ing 0.7% (940,000 tons) to 130.02 million tons. Imports of metallurgical coal
were up for the first time in three years, climbing 3.3% (1.89 million tons) to
59.95 million tons.

By mode of primary transportation, coastal vessels accounted for 66.8% of
gross shipments of steel products and trucks for 32.9%. Furthermore, also
because crude steel output in 2016 decreased for the second consecutive year
(down 0.3%), the steel product primary transportation volume was largely
unchanged (down 0.009%).

MERRBEIEXISR Initiatives to Fight Global Warming
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UL oI1) Recycle

As one way to fight global warming, the Japanese steel industry is going ahead with
the “Commitment to a Low Carbon Society” as a new voluntary initiative that started in
fiscal 2013. There are four central components: eco-process, eco-product, eco-solution
and the development of innovative technologies. One goal is to further improve the
steel industry’s energy efficiency, which is the highest in the world. Another goal is to
contribute to the fight against global warming by increasing the use of Japan’s outstand-
ing steel products and energy conservation technologies around the world.
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The Japanese steel industry recycles products by using steel scrap to
fabricate steel. In addition, by-products of steelmaking processes (slag, dust
and sludge) are reused and waste plastics and scrap tires are used at steel
mills. A variety of recycling programs facilitate the effective use of many
materials. By using these activities to reduce industrial waste going to
landfills and make other improvements, the steel industry is helping in many
ways to create a recycling oriented society.
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Mﬁ Financial Affairs

The Japanese steel industry is constantly developing technologies to supply
high-grade steel that can meet the diversifying and exacting requirements of
companies that use steel products. At the same time, steelmakers are achiev-
ing more productivity gains in all manufacturing processes.

Fiscal 2008 was the beginning of a project called COURSES50 (CO:
Ultimate Reduction in Steelmaking Process by Innovative technology for
cool Earth 50), which has the goal of achieving a substantial reduction in CO>
emissions associated with ironmaking by 2050.
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Industrial Relations

Steelmakers expect fiscal 2016 sales and ordinary income to be lower than
in the previous fiscal year. The volume of steel shipments is expected to
increase along with the recovery in steel demand that started in the July-Sept
quarter. However, the slow pace of the recovery in steel product prices in the
first half and the sharp increase in the cost of raw materials in the second half
held down sales and earnings. Capital spending in fiscal 2016 is expected to
increase 14.5% to ¥637.1 billion.
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5ﬁ91~ Overseas

The Japanese steel industry had a workforce of 176,000 in 2016 for the
second straight year of increase. Average monthly working time surpassed
170 hours for the third consecutive year.

Under the auspice of the Committee on Promoting Safety and Hygiene that
was established in 2006, the steel industry has been engaged in many
activities to prevent occupational accidents. Due to these consistent activities,
a long-term declining trend in such accidents has been accomplished.
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MIZMFE Market Development

World GDP growth slowed down to 3.1% in 2016 for the second consecu-
tive year. World economy is expected to grow by 3.5% in 2017, supported by
economic recoveries in emerging market and developing countries. Global
crude steel output grew by 0.9% to 1.63 billion tons. To alleviate the
imbalance between supply and demand in the global steel industry caused by
the oversupply of steel products, it is urgently necessary to address excess
capacity.
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%Zﬁﬂs Standardization

Market development in fiscal 2016 included joint academic/corporate sector
research activities involving technologies for aging steel mill equipment and
extending the life of this equipment. Research also covers measures for
tsunamis, soil liquefaction and other disaster-related issues. In addition, there
were activities involving new ideas for steel structure technologies and
construction methods that the steel industry has created. Market development
includes the establishment of associated standards and laws and regulations.
To increase the use of steel structures and improve infrastructures in other
countries, there were programs to promote the use of technologies and a
seminar in Cambodia as well as other activities.
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In fiscal 2016, one JIS (Japan Industrial Standard) was established, 16 were
revised and 2 were withdrawn. The work consolidating internal standards
("Gyokai- ho") into JISs that started at the end of 2012 has now been
completed. Most significantly, the JISF has taken charge of the secretariat
and terminated the revision of ISO standards regarding tin mill products. The
revision of ISO standards was incorporated in JISs. In addition, the JISF
started selling five certified reference materials.
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