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CENTRAL INTELLIGENCE: AGENCY
WASHINGTON, D.C. 20505

, (b) (1)
/ | (b) (3)

13 December 1974

-

MEMORANDUM FOR: Dr. Edwin Hullander
Assistant Director . .
council on International Economic Policy

SUBJECT : Foreign Demand for US Ferrous Scrap in 1975

1. Attached is the information you requesed on foreign
demand for US ferrous scrap in 1975. Termination of the US
quota system for ferrous scrap is not expected to result in
any significant increase in imports by Japan, South Korea,
or Taiwan. Canada and Mexico probably would boost imports
somewhat above present quota levels. Demand for scrap from
the EC is likely to decline about 8% in the first half of
1975 over the last half of 1974. These countries currently

account for about 80% of total US ferrous scrap exports.

2. The PRC, a newcomer to the US scrap market, could
boost imports in 1975 by scome 300,000 tons above the level
for 1974. This would depend, however, on the success of
some face-saving arrangement over China's current refusal
to purchase US scrap under the present guota system.

3‘

Please do not hesitate TO call me 1L ULK

can be of Turcther assistance on this matter.

Office of EconomicC ResSearcn

Attachment:
As stated

APPROVED FOR RELEASE
DATE: JUL 2004
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US DOMESTIC STEEL SCRAP PRICES - 1973 - November 1974

(Composite price for Chicago, Philadelphia, Pittsburgh)

1973 $ per long-ton
January 49.5
February - - 49.5

- March 47.7
April 46.5
May 51.6
June : 55.0
July . ' 55.0°
August 55.1
September 58.5
October 67.4
November 79.3
December 79.1

1974
January 8l.3
February 104.3
March 120.8
April 123.1
May 97.9
June 110.6
July 126.7
August 114.3
September 114.4
October 119.0

November . 101.0
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JAPANESE, CANADIAN, SOUTH KOREAN AND TAIWANESE
US ScrAP IMPORTS REQUIREMENTS FOR 1975

Termination of the US quota system for ferrous scrap
expoits is not expected to result in any significant increase
in scrap imports by Japan, Sounth Korea, oOr Taiwan. Canada
would probably boost imports somewhat above present_qubtas.

The Japan steel industry has projected crude steel
output for first half of 1975 at 56-58 million tons --
unchanged from the 1974 first half. Scrap imports from the
US, which account for some 73% of Japan's total scrap imports,

are estimated at 1.4 million tons for first half 1975 -- up 22%

over 1974. TImports during the second half are expected to

decline to some 1.2 million, totaling some 2.6 million tons
for the full year ~-- about the same level as 1974. Imports
in the first half are expected to increase because Japanese
s;éelfpxo@ucers want to replenish scrap inventories which
foll some 1 million tons in 1974.

Canada, which imports virtually all of its scrap from
the US, should import at least its quota level and possibly
more if restrictions were lifted. Canada's steel industry
has been operating at near capacity levels and is expected
£o continue this level of operation through 1975. Canada is

a net importer of steel and any softening in domestic steel



4o

demand probably would be reflected in reduced imports.

South Korea also has a relatively strong domestic
steel market, and this coupled with additional steel making
capacity in 1975 is expected to increase scrap imports from
the US some 100,000 tons during the first half 1975, roughly
what present quotas would permit. Taiwan, however, is not
expected to measurably change its 1974 ievel of scrap imports

from the US.

ScrAP IMPORTS FROM US
(1000 metric tons)

1974 _ 1975
First Second First Second
Half Half Half Half
Japan 1,147 1,508 1,400 1,200
Canada 450 450 450 450
South Korea 499 348 - 550 550

Taiwan 431 370 325 350

CIA/OER
13 December 1974



IMpAacT oF TERMINATION OF US ExporT CONTROLS ON
LATIN AMERICAN FERROUS ScRAP IMPORTS

Termination of US export controls on ferrous sCrap._' e
probably would not lead to a significant increase in Latin
American imports oI US scrap in 1975.

Mexico, which absorbs about 80% of US ferrous scrap
exports to Latin America, was able to obtain virtually all
its 1974 needs from the United States under its quota. In
1975 according to a December 1974 estimate by the Mexican
Iron ahd Steel Institute, the Mexican steel industry's
requirement for imported scrap will amount to about‘l.l million

short tons, only slightly above 1974 imports from the United

States.

MexicaN IMPORTS AND Stocks oF US FErRrous Scrap

Million Short Tons

Imports Stocks
1973 1.07 -
1974 .9 (estimate) 0.2 (November)
1975 1.10(requirement) -



EC DEMAND FOR US SCRAP - 1975

Because of softening demand, the Eﬁropean Coal and

.~ Steel Community (ECSC) estimates that EC steel production
' will increase only.slightiy in 1975._ In view of the
‘contlnued deepenlng of the present recession, we believe
that steel output probably w111 decllne sllghtly from

this year's level -- especially through the flrst half

of 1975.

>
-

- The pace of new orders for steel is already softenlng.
Order backlogs should be worked off by early 1975, re-
sulting in an easing of steel output and demand for scrap
inputs. Changes in the coméosition of demaﬁd,occasioned
by a markea slump in automobile and appliance sales?

" has pushed.steel producers more strongly. into heavy-
product areas aﬁd out of rolled steel. This shift has
resulted in more use of continuous casting operations and
a corresponding decline in reliance on electric furnaces,
which heavily consume'scrap.

As a result of these recent trendé,scrap prices
have declined sharply. European quotations for US steel
scrap fell to $103;83 per ton in November -- the lowest
level since February. Prices are expected to decline

further in early 1975.



The EC Commission Steel Office is forecasting a
US scrap import :equirement of apéroximately 365,000
tons for the first half of 1975 -- 8% lower than that for
the last half of 1974. This estimate is based én a
'slight increase in steel output during the period.
In the more likely event that steel output decllnes
sllghtly, first-half 1mports from the Unlted States
would fall to about 350,000 tono.
| Effective import deméndifor US scrap was restricted
in 1974. Imports probahiy wbuld have beeh higher than
the quota limit at least through the third quarter.
The decline in import demand forecast for the first half
of 1975 nonetheless should hold true even if US export
controls afe 1ifted, because of the softening in overall
steel demand and the chahging composition of output.

Scrap import needs vary widely by country. West
Germany, Belgium, and the Netherlands are net exporters
of scrap and require no imports from the US. France
generates much of 1ts own scrap and relles on EC

most of

scrap exporters for/the rest. The United Kingdom is a
_net importer of scrap even though it exports to.other EC
nations. Italy-is'a large scrap importer and depends

heavily on the US.



FIRST HALF 1975

(Thousand Metric Tons)

K EC Cummissionb : CIA
Estimate - Estimate
Italy . 263 - 272 252 - 261
United Kingdom 82 —-91 | 78 - 87
France 9 - 14 8 -13
West Germany 0 - R 'O
Netherlands 0 | o | 0
Belgium " 4 0 | 0

. CIA/OER
13 December 1974




U5 CO'IPOSITE SQBAP PRICES, EUROPEANnOUOTATIONS.

(dollars/ﬁon)
1973 bJanuary . $746.17
- February - 50.83
- March | 48.17 )

April _ - 47.17

ﬁay ‘ ' 50.83‘

June “, i | 54.17

Jﬁly ' h 54,17
August ' 54.17
September . 57.63.
October 66.17
November - ' | 75.17
December ' 80.83

-1974 January 76.17
ﬁebruary 92.50

March . 112.50

April ' 144.50

May 111.00

- June 108.17
July ‘ 114.33

| August 125.17
September " | 114.41
October - +119.33
November 103.83
CIA/OER -7 -

13 December 1974



PRC DemaND For US Serap - 1975

Total Scrap Demand

The demand for iron and steel scrap by the PRC
(People's Republic of China) is expected to rise over the
next few years, but US firms may have difficulty dealing with
China until differences over earlier contracts are settled.

China's imports of scrap began . in 1966 and reached
a total of 360,000 tons in 1972. 1In 1973, largely because
of the initiation of large imports from the US ~- 434,000
tons -- total imports jumped to 640,000 tons. PRC scrap
imports from 1974 are expected to total 400,000'— 500,000
tons.

The PRC will probably import increasing amounts of
scrap in future years because:-

l) the sectors of the steel .industry which consume
scrap (crude steel furnaces) are growing faster
than China's ability to produce domestic scrap.

2) the PRC is pressing for particularly rapid growth
in special steelproduction; the high quality
scrap used to produce special steels in electric
furnaces is rare in China and must be imported.

3) China's pig iron production is falling behind .
her domestic needs. Large open hearth furnace
capacity will allow the Chinese to substitute

scrap for pig iron in steel raw material mix.

The Affect of Lifting US Controls

Even if US scrap export controls are lifted, US-China
scrap trade could continue to be inhibited by the position

the PRC has taken with regard to previous contracts. The PRC



began to.import scrap from the US in early 1973 -- slowly

at first, but by summar large purchases were being arranged.

Because China is a

newcomer . to the scrap markét, the US government has offered
special treatment with regard to quotas, .but the Chinese

have remained adamant, purchasing no scrap under the guotas.
The PRC is maintaining that it wili purchase no more US scrap
until the annulled contracts are fulfilled at the original
contract prices -- a bargin in todays market. China is likely
to maintain this stance at least until scrap prices further
recede. If some face-saving arrangement can be worked out,
China céuld purchase as much as 500,000 tons of scrap from

the US in 1975.

CIA/OER
13 December 1974



