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China’s Steel Capacity Cuts Were Faked:

Smoke billows from a large steel plant 6 in Inner Mongolia,
China. (Photo/Getty Images)

When it comes to steel, China is, well, faking it.
Faced with global condemnation for flooding world
markets with cheap steel, China announced last year it
had implemented ambitious cuts in steel capacity.

But a new report by Greenpeace East Asia and Chinese
consultancy Custeel says that number was largely
smoke and mirrors. Many of the plants China says it
closed down were already idle, while production was
restarted elsewhere and brand new plants opened.

In fact, China’s steel industry actually saw a net
increase in operating capacity equivalent to twice
Britain’s total capacity, the report concludes.

That’s bad news for the air in Beijing, but it could
also inflame China’s trade relations with the United
States and the European Union, which have repeatedly
accused China of dumping cheap steel abroad and
damaging their own steel industries.

Tens of thousands of European steelworkers
demonstrated last year in Brussels and in Germany
against cheap Chinese steel.

“Impressive as they seem, China’s current steel capacity

Smog And Mirrors?

Compiled And Edited By John T. Robbins, News&Review Editor

reduction targets won’t suffice to limit oversupply, as
local governments maneuver to shield zombie steel
mills and minimize the impact of the policies,” said
Lauri Myllyvirta, Greenpeace global coal campaigner.
“Global markets are awash with steel and the people
of northern China continue to choke on the industry’s
major byproduct, smog. Increasing steel capacity
makes neither economic nor environmental sense.”
China, which accounts for half the world's steel
production, has a total capacity of 1.1 billion metric
tons (1.2 billion U.S. tons): It has announced plans
to eliminate 100-150 million metric tons (110-165
million U.S. tons) of annual production over the next
five years, but cutting capacity has so far done little to
rein in output and exports.

Last year, it said it had far exceeded its initial target to
cut capacity by 45 million metric tons (50 million U.S.
tons), recording cuts of around 85 million metric tons
(94 million U.S. tons).

Air pollutant emissions in Beijing region* by sector
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) ] wResidental
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*Beijing, Tianjin, Hebei
Source: Ministry of Environmental Protecticn Anauol statistcal report 2014

Sources of sulfur dioxide, nitrogen oxides and particulate
matter. (Chart courtesy Greenpeace East Asia).

But the report says that 73 percent of the announced
cuts in capacity were already idle — in other words the

plants were not operating. Only 23 million metric tons
(25 million U.S. tons) of cut capacity involved shutting
down production plants that were operating.

At the same time, some 54 million metric tons (59.5
million U.S. tons) of capacity were restarted, and
12 million metric tons (13 million U.S. tons) of new
operating capacity came online.

That left China showing a net increase in operating
capacity of 36.5 million metric tons (40 million U.S.
tons) last year, a figure that is consistent with a 3
percent increase in steel production in the second half
of last year.

It is also consistent with evidence of a deterioration in
the air quality in Beijing in the second half of last year
— the steel industry is a heavy consumer of coal and
contributor to air pollution, and most of the restarted
capacity came in the industrial provinces near the
capital, Shanxi, Hebei and Tianjin.

Here's a link to an interactive map showing the
increases in steel production around China in more
detail.

“Cutting already idle capacity is not enough to win
the battle to tame the steel industry and the central
government’s much-touted ‘war on air pollution,’”
Myllyvirta said.

With the economy slowing, national and provincial
leaders have been under pressure to bolster employment
and maintain social stability. A new round of debt-
fueled spending on infrastructure, combined with
measures by local leaders to protect local industries
and continued bank lending to so-called zombie
companies, pushed up steel prices and output.

The Obama administration imposed heavy anti-
dumping duties on certain types of Chinese steel and
aluminum, and experts say the Trump administration
could take even stronger measures, with the president

John T. Robbins, Editor

Report
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campaigning on a promise to rebuild the country with
American steel — even though he was reported to have
usedChinese steel for his own construction projects.
At his nomination hearing to become commerce
secretary, Wilbur Ross, who has a background in the
U.S. steel industry, also said the United States need to
look more closely at anti-dumping tariffson Chinese
steel and aluminum.

Finally, this chart shows how Beijing's air quality (the
red line) deteriorated in the second half of last year as
steel, iron and coke production rebounded.

According to a document seen by Reuters news agency,
the Chinese Ministry of Environmental Protection does
have a plan to further cut steel and aluminum output as
well as banning coal from some ports to combat the
growing smog problem. The reportpublished Monday
includes cutting steel capacity in half across five
regions during the winter. But the policy is still in the
planning stages, and it is far from clear if it will be
implemented. (Courtesy https://www.washingtonpost.
com/news/worldviews/wp)

Figures Were Released By China Association Of Automobile Manufacturers

Lowest Vehicle Sales Recorded In China Since February 2016

Complled And Edited By John T. Robbins, News&Review Editor

BEIJING, China - China is said to have witnessed low

sale of vehicles in January 2017 this year, with
statistics revealing that sales grew at their slowest pace
in almost a year.

The roll back on a tax cut on small-engine vehicles and
the Lunar New Year holidays are being attributed as
reasons for the slump in sales.

According to the China Association of Automobile
Manufacturers (CAAM), auto sales in China, the
world's largest car market, rose by only 0.2 percent in
January from a year earlier, to 2.52 million vehicles.
This has been the weakest car sales recorded in the

New cars at the parklng Iot in Shenyang, Llaonlng province
in northeast China on January 16, 2017. Although having
reached a three-year peak of growth in car sales due to the
reduction of the tax for buying cars with engine capacity
of less than 1.6L, according to the China Association of
Automobile Manufacturers (CAAM), auto sales in China,
the world's largest car market, rose by only 0.2 percent in
January from a year earlier, to 2.52 million vehicles.

country since February 2016.

Further, the figures are in sharp contrast to the huge 9.5
percent increase recorded in December last year and an
even larger rise of 16.6 percent in November.

Chen Shihua, a CAAM spokesman, told reporters
that the national holiday period and a decision to raise

taxes on small-engine vehicles were the reasons due to
which monthly sales were hit.

Global automakers too commented on the drop in
sales.

Jing Yang, Shanghai-based analyst at Fitch Ratings
said, “Many Chinese consumers in anticipation of a tax
hike had placed their car orders by 2016-end.”

Last month, CAAM had predicted that Chinese vehicle
sales would grow by as much as 5 percent in 2017,
which is a marked slowdown from a 13.7 percent rise
last year.

The high sales recorded last year were enabled by deep
tax cuts on small-engine cars.

Meanwhile, in the month of January, sales of battery
electric and plug-in hybrid cars recorded a dramatic
plunge.

This followed the government’s requirement from
all automakers to re-apply for their models to receive
subsidies under a stricter regime, following allegations
of subsidy cheating.

New Energy Vehicles (NEV) sales too witnessed a
steep fall of 74.4 percent in January, compared to a rise
of 53 percent recorded last year.

According to CAAM, China NEVs sales are likely to
be between 700,000 vehicles and 800,000 vehicles this

A child looks into a car window at a car dealership
showroom in Beijing. (Getty Images)

year.

Lastmonth, China had released a list of "recommended"
green energy vehicles. This had led to 185 car models
receiving government subsidies.

Xu Haidong, CAAM’s assistant secretary general said,
"Factory owners can't sell cars they have now as they
are not on the list, and are worried they won't get the
subsidies either. This has had an impact on new energy
vehicles' sales and is the reason behind the big drop-
off." (Courtesy http://www.chinanationalnews.com)
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