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 EUROFER  Forecast 
October 2017 

EU 

 
2015 

 
2016 

    
2017 

(f) 
2018 

(f) 

GDP 2.2 1.9 2.1 1.9 

Private consumption 2.0 2.3 1.9 1.6 

Government  

consumption 
1.3 1.6 1.1 1.2 

Investment 3.0 1.7 3.1 3.0 

Investment  in mach. 
equip. 

4.9 3.1 2.9 3.4 

Investment in 
construction 

2.2 0.9 2.9 2.6 

Exports 6.2 3.3 4.4 4.3 

Imports 6.4 4.2 4.8 4.4 

Unemployment rate 10.0 9.2 8.4 7.9 

Inflation 0.2 0.3 1.7 1.6 

Industrial 

production 
1.7 1.6 2.4 2.3 

 
(f) = forecast 

I. EU macroeconomic overview 

 Confidence indicators rise further 
 Investment cycle gaining momentum 
 Consumer spending growth seen easing 
 Fiscal stance more expansionary 
 ECB could start QE tapering early 2018 
 Euro falls back after rise to US$ 1.20 
 EU economy: upswing sustained in 2018 
 EU sentiment resilient to political 

noise so far 
In the second quarter of 2017, GDP 
growth accelerated to 0.6% quarter-on-
quarter in the euro area and to 0.7% 
quarter-on-quarter in the EU28. Year-
on-year growth strengthened, 
respectively, to 2.3% and 2.4%.  
On balance, the second quarter 
performance of the EU economy was 
surprisingly positive, supported by 
strong sentiment levels, an improving 
labour market and a more broad-based 
acceleration of global growth providing 
a welcome boost to international trade. 
The underlying GDP breakdown 
reveals an increasingly synchronised 
growth pattern across EU member 
states, including the previously 
struggling peripheral Eurozone 
economies. Internal economic 
dynamics in the United Kingdom 
continued to disappoint, however. 
As far as the major expenditure 
components are concerned, household 
and government expenditure, the 
inventory cycle as well as gross fixed 
capital formation and net trade all 
contributed positively to GDP growth.  
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Confidence indicators rise further 
Having already reached multi-year 
highs at the end of the second quarter, 
economic sentiment in the euro area 
and EU28 continued to rise over the 
third quarter.  
The monthly business and consumer 
survey conducted by the European 
Commission indicates that in 
September economic sentiment 
reached levels last seen in the summer 
of 2007. This improvement has been 
driven by strengthening confidence in 
industry, the retail sector and 
construction. Meanwhile, sentiment in 
the services sector and among 
consumers stabilised at around the 
levels registered earlier in the third 
quarter. 

The headline IHS Markit Eurozone PMI 
Composite Output Index also ended 
the third quarter on a strong note, 
rising to 56.7 in September according 
to the preliminary flash estimate. 
According to IHS Markit, activity 
strengthened in both manufacturing 
and the services sector, though the 
manufacturing sector remains the 
major driver in the current phase of the 
business cycle. This was reflected in 
the Flash Eurozone Manufacturing PMI 
ending September at 58.2, a 79-month 
high.  
Hard data for production growth in the 
EU manufacturing industry show that 
year-on-year activity growth has shifted 
into a higher gear since May. On 

balance, manufacturing activity grew 
by 2.7% year-on-year over the first 
eight months of 2017. All large EU 
countries participated in this uptrend. 

The continued strengthening of 
sentiment in industry because of an 
increasingly positive assessment of 
order intakes in general, and the pace 
of new export order growth in 
particular, in combination with healthy 
order backlogs bode well for 
production activity and capacity 
utilisation in industry going forward.  
 
Investment cycle gaining momentum 
Strong sentiment levels and improving 
business conditions have led to 
investment joining the recovery since 
the start of this year. Gross fixed 
capital formation grew by 1.1% 
quarter-on-quarter in Q2-2017, which 
resulted in a 3% year-on-year rise of 
investment over the first half of this 
year. 
Easing access to, and lower costs of, 
finance also supported investment 
impetus. The ECB euro area bank 
lending survey (July 2017) shows that 
net demand for loans increased across 
all loan categories. Merger and 
acquisition activity and fixed 
investment made an important and 
increasingly positive contribution to 
demand for loans to enterprises in the 
second quarter of 2017, and the 
general level of interest rates and 
inventories and working capital, as well 
as a further easing in credit standards, 
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continued to have a positive impact on 
demand.  
In Q2-2017 net demand for loans to 
enterprises grew by 15%. The survey 
signals that banks expect net demand 
to have increased by a further 17% in 
the third quarter. 

High levels of optimism about current 
and short-term order books and 
production activity, as well as 
sustained and strong export order 
growth suggest that for the moment the 
strength of the euro – having 
appreciated by around 12% since the 
start of this year – is not yet having a 
negative impact on exports of goods 
and services.  
A key question is whether euro 
strength, and a potential slowing of 
international trade, could pose a risk 
for export performance in 2018 and, as 
such, for the overall health of, and 
investment propensity in, the industrial 
sector. 
IMF projections show global GDP 
rising by 3.5% this year and by 3.6% in 
2018 with basically stable growth in the 
advanced economies, a further 
managed slowdown in China and 
improving growth in the emerging 
economies.  
This should keep global demand and 
international trade on track for robust 
growth. Even if the euro were to 
remain close to the US$ 1.20 level, it 
would not necessarily mean that export 
volumes would weaken abruptly. 

With healthy prospects for EU 
domestic demand, investment looks 
set to contribute more positively to 
economic growth in 2017 and 2018 
than in the recent past.  
On balance, investment growth in the 
EU is expected to increase by 3.1% in 
2017 and by 3% in 2018. 
 
Consumer spending growth seen easing 
Household consumption expenditure 
continued to do well in the second 
quarter of 2017.  
Household spending growth remained 
at a quarter-on-quarter growth rate of 
0.5% in both the euro area and the 
EU28, reflecting healthy labour market 
conditions owing to the rapid pace of 
job creation and because of 
unemployment rates having fallen to 
the lowest level since 2009. The EU28 
unemployment rate was 7.6% in 
August, down from 7.7% in July and 
down from 8.5% in August 2016. 
Employment was up by 0.4% in the 
EU28 in Q2-2017 in comparison with 
the preceding quarter. 
So far, a significant rise in wage growth 
has not materialised across the EU, 
but in several countries wages are 
improving modestly. In combination 
with easing inflationary pressures, real 
income growth and overall robust 
levels of consumer confidence have 
been supportive to private 
consumption growth. Easing standards 
for consumer credit contributed 
positively to net demand for consumer 
credit in Q2-2017. Demand grew by 
11%. Banks expect this trend to 
continue in the third quarter. 
Prospects for 2018 remain bright. 
Further employment gains and high 
levels of consumer confidence will 
continue to support the growth of 
household consumption expenditure.  
A further moderate increase in annual 
wage growth is also expected to be 
supportive to consumer spending 
growth.  
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Nevertheless, with a projected growth 
rate of 1.9% in 2017 and 1.6% in 2018, 
the growth of private spending will 
probably be moderate over the 
forecast period. 
 
Fiscal stance slightly more expansionary 
Government consumption expenditure 
is forecast to expand at a rate of 1.1-
1.2% in 2017 and 2018. 
Following considerable retrenchment 
over the period 2011-2013, the fiscal 
stance in the euro area and the EU has 
gradually become more neutral. 
Headline deficits are expected to 
shrink and public debt pressures are, 
at the very least, expected not to 
increase. This improvement in public 
finances is supported by higher-than-
anticipated economic growth rates in 
2017 and 2018. This suggests that the 
fiscal stance could actually become 
slightly more expansionary over the 
forecast period. 
 
ECB could start QE tapering early 2018 
As expected, the ECB did not provide 
more insight on any potential changes 
in the timing and scale of its monetary 
policy in 2018 in its September 
meeting of the Governing Council of 
the ECB. Instead, the Governing 
Council reaffirmed that interest rates 
will remain unchanged at their present 
levels for an extended period of time, 
and well past the horizon of the net 
asset purchases. Net asset purchases 
are intended to run until the end of 
December 2017 – or beyond if 
necessary – at the current monthly 
pace of €60 billion – or until the 
Governing Council sees a sustained 
adjustment in the path of inflation 
consistent with its inflation aim. 
Concern was expressed that strength 
of the euro could prevent inflation from 
converging to the target rate. The 
recent volatility in the exchange rate 
will require monitoring with respect to 
the implications for price stability.  

In September, euro area annual 
inflation was estimated at 1.5%. This 
was stable compared to August. Earlier 
in 2017 the inflation rate had been 
somewhat prone to strong monthly 
fluctuations. 
Give the current strength of the 
economic recovery and the 
accompanying likelihood that inflation 
will begin to pick up, it is possible that 
the ECB will begin to gradually taper its 
QE programme during the first half of 
2018. 
 
Euro falls back after rise to US$ 1.20  
The dovish tone of the ECB 
announcement and evidence of a 
strengthening EU economic recovery 
temporarily pushed the euro to 
US$1.20 by mid-September. Later in 
the month, the common currency did 
not maintain that level and slid back to 
1.17-1.18 against the US dollar, still 
some 12% up on the exchange rate at 
the start of 2017. 

The future rate of the euro against the 
US dollar does, to a significant extent, 
depend on the economic performance 
and monetary policies in both 
economic regions. However, 
speculative positions in the futures 
market also have an impact. With 
investors in futures market already 
speculatively positioned for euro 
strength, a further downward correction 
in the euro exchange rate versus the 
dollar may trigger profit taking which 
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could lead to a further depreciation of 
the euro.  
 
EU economy: upswing sustained in 2018 
The economic upswing that the EU is 
enjoying since mid-2016 is becoming 
increasingly synchronised across 
countries and GDP spending 
categories. New multi-year peaks in 
confidence indicators at the end of the 
third quarter of 2017, and robust hard 
data signalling improving conditions in 
the labour market, the services and the 
manufacturing sectors, bode well for 
the performance of the EU economy in 
the final quarter of 2017 and in 2018. 
The business climate looks set to 
remain supportive to continued healthy 
investment growth, whereas private 
consumption growth is forecast to slow 
down somewhat. In combination with 
stable growth in government 
consumption, domestic demand will be 
the major driver of economic growth in 
the EU. 
Meanwhile, prospects for the external 
sector remain positive as well, owing to 
a favourable outlook for international 
trade and the global economy in 2018. 
On balance, EUROFER’s October 
2017 outlook forecasts EU GDP 
growth at 2.1% in 2017 and at 1.9% in 
2018. 
 
EU economic sentiment resilient to 
political noise so far  
While concerns about the strength of 
populist parties in EU presidential and 
parliamentary elections receded over 
the course of this year, other political 
risks have come to the fore. 
In particular, the political crisis in 
Catalonia will continue to generate 
uncertainty over the short term and 
jeopardise the recovery of the Spanish 
economy, which is only just emerging 
from a long downturn. 
The disappointingly slow political 
progress in the Brexit negotiations may 

also have an impact in the wider 
economy.  
The original plan laid out by the 
European Commission was that Brexit 
negotiations on trade and the future 
relationship between the EU and the 
UK were to start in October 2017 on 
condition that negotiations with the UK 
had shown sufficient progress in the 
settlement of the divorce bill, the rights 
of EU citizens in the UK and Northern 
Ireland after Brexit. 
However, progress made in the August 
negotiations was assessed by the EU 
to be insufficient and as of the time of 
the October European Council meeting 
there was no agreement to move onto 
the next phase of negotiations on the 
future trading relationship.  
Meanwhile Theresa May has 
confirmed that the UK will seek a two- 
year transition period after Brexit under 
plans which will see Britain effectively 
keep its existing relationship with the 
EU until 2021.  
Angela Merkel’s victory in the German 
elections was widely expected. 
However, the shift in the electoral 
landscape towards far-right was not. 
Finding a workable coalition will not be 
easy and may affect German’s position 
on EU issues. 
Political instability is also seen as a risk 
for the Italian economy. The upcoming 
legislative elections are now expected 
to take place in early 2018. The 
outcome is most likely to be a weak 
right-wing coalition and might lead to a 
more critical stance towards the EU 
and less convergence with the 
standpoints of Germany and France. 
This uncertain political environment 
may slow further progress on national 
and EU reforms. Structural reform is 
underway and is starting to bear fruit, 
but the pace of progress is still very 
slow.  
Eyes are currently on France where 
Macron is trying to push through far-
reaching labour market reforms. If 
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successful, this might lead to other 
countries such as Italy following that 
example. 
Intensifying tensions between the US 
and North Korea are also a source of 
political noise. Despite fiery rhetoric, 
diplomacy is expected to continue. 
Protectionism and trade restrictions 
remain a concern in general, and for 
steel in particular. US trade restrictions 
resulting from the Section 232 
investigation initiated by the Trump 
administration could damage interna-
tional trade relations and trigger 
retaliation by the affected US trade 
partners. Moreover, the EU will most 
likely witness an unprecedented inflow 
of steel from third country suppliers 
looking to compensate for the loss of 
the US as an outlet. 
The question as to whether these 
competing political affairs is going to 
affect EU confidence levels and growth 
is difficult to concretely assess.  
So far, sentiment has been resilient 
and has strengthened steadily. As 
such, it seems that for now political 
uncertainty has not on its own had an 
"obvious" effect on confidence. In the 
current phase of the economic cycle, 
investment and consumption decisions 
appear to have a stronger correlation 
with hard data and financing 
conditions. 
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USA 
 GDP 3% up in Q2’17 
 Q3 growth negatively affected by 

hurricanes Harvey and Irma 
 Recovery expected for Q4 
 Uncertainty on tax reforms continues 
 Positive fundamentals in 2018 
 GDP +2.2% in 2017, 2.5% in 2018 
GDP grew by 3% year-on-year in Q2-
2017, owing to a positive contribution 
of consumer spending and business 
investment and a neutral impact of the 
inventory cycle. Business investment 
grew by almost 7%, supported by 
robust domestic demand and 
improving global economic dynamics. 
The third quarter has evidently felt the 
negative impact of hurricanes Harvey 
and Irma. Leading data signal that both 
manufacturing activity and retail sales 
have been affected. The impact could 
knock around 0.5% percentage points 
off of GDP growth. 
Although sentiment was hurt, 
economic fundamentals remain overall 
supportive to growth. It is therefore 
expected that GDP growth will recover 
in the final quarter of 2017 thanks to 
reconstruction work and replacement 
purchases of damaged consumer and 
capital goods. The US$ 15 billion relief 
approved by the US senate will provide 
a significant stimulus in that respect.  
Congress found agreement on an 
increase of the debt ceiling and an 
extension of government funding for 
the fourth quarter. Meanwhile, the 
House of Representatives passed a 
budget resolution that could pave the 
way for a transformational tax reform. 
This tax reform could in theory provide 
a significant boost to economic growth 
in 2018. However, the actual size and 
timing of the reform package remains 
rather uncertain. More certain is the 
continued stimulus from healthy labour 
market fundamentals, wage growth, 
improving business investment and 
construction sector activity.   
With inflation well below the Fed’s 2% 
target, a rise in interest rates is seen 
as fairly remote. 
GDP is expected to reach 2.2% this 
year followed by a rise to 2.5% in 
2018.  

Key emerging regions 
 China: managed slowdown to 

continue 
 India: healthy prospects for 2018 
 Brazil came out of recession 
 Russia’s economic recovery is 

gaining strength 
China: economic activity started to lose 
momentum in August, following healthy 
growth over H1-2017. Recent data 
signal the slowing growth of retail sales, 
weakening industrial activity and fixed 
asset investment losing strength. 
Exports of goods also started to slump 
whereas import growth gained traction. 
More recently, China’s export perfor-
mance has been hurt by the yuan’s 
appreciation. GDP is seen growing by 
6.7% in 2017. Next year, GDP is 
expected to continue its managed 
transitional slowdown to 6.3% of 
economic expansion.  
India’s Q2-2017 economic performance 
was affected by confusion over the 
implementation of the Goods and Servi-
ces Tax (GST) while the strong rupee 
acted as a drag on export growth. 
Nevertheless, underlying economic 
fundamentals remain positive. In August 
the manufacturing PMI climbed again 
above the 50 mark because of 
improving output and orders. For 2018 a 
pick-up in private consumption and 
infrastructure investment is expected. 
GDP growth is forecast at 6.5% in 2017 
followed by 7.5% growth in 2018. 
Brazil’s economy appears to have come 
out of recession in Q2-2017 supported 
by an increase in private consumption 
and stronger export growth. However, 
initial data for Q3 are not particularly 
encouraging. For the time being, the 
recovery looks set to remain patchy due 
to political uncertainty, weak public 
finances and uncertainty about reforms. 
GDP is will probably rise by 0.6% in 
2017, followed by around 2% in 2018. 
In Russia, the recovery gathered further 
momentum in Q2 with consumption, 
investment and exports performing well. 
First data for Q3 are less positive. 
Following 1.5% GDP growth this year, a 
slightly stronger expansion is foreseen 
for 2018, supported by domestic 
demand.
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1) As of 2013, “steel structures” is no longer a separate sector but is included in the construction sector. 
Shipbuilding activity is now included in “other transport” which includes all non-automotive transport equipment 
such as railway material, air & spacecraft and motorcycles 

 II. The EU steel market 
 

Overview of steel-using sectors 

Development of the main steel using sectors – EUROFER forecast October 2017 
% change year-on-year in the SWIP (Steel Weighted Industrial Production) index1) 

 

 
% share 
 in total 

Consumption 

Year 
2016 

Q117 Q217 Q317 Q417 
Year 
2017 

Q118 Q218 Q318 Q418 
Year 
2018 

Construction 35 0.4 5.4 4.3 3.7 3.3 4.2 1.8 2.1 2.9 2.8 2.4 

Mechanical 
engineering 

14 0.7 5.3 3.2 5.4 4.6 4.6 2.1 2.8 2.2 2.0 2.3 

Automotive 18 5.2 6.1 0.0 2.6 4.2 3.2 2.2 1.4 1.4 2.0 1.8 

Domestic 
appliances 

3 1.5 1.6 -0.3 2.9 0.7 1.2 2.9 3.4 1.7 3.2 2.8 

Other Transport 2 1.8 7.4 -0.8 0.0 2.8 2.5 2.0 3.1 3.1 3.1 2.8 

Tubes 13 2.1 11.3 7.0 7.6 2.6 7.2 -2.2 -3.1 0.8 2.8 -0.6 

Metal goods 14 2.4 5.9 2.9 5.1 3.6 4.4 2.7 2.6 1.7 1.7 2.2 

Miscellaneous 2 1.0 4.1 0.0 3.3 2.6 2.5 0.7 2.5 1.4 1.1 1.4 

TOTAL 100 1.9 6.3 3.1 4.1 3.6 4.2 1.5 1.6 2.1 2.3 1.9 

 

 Robust rise activity in Q2-2017 
 Upturn more synchronised 

across countries and sectors 
 Favourable outlook for 2017 and 

2018: 4.2% resp. 1.9% growth 
Business conditions in steel-using 
sectors in the EU remained supportive 
to growth in the second quarter of 
2017; production activity grew by 3.1% 
year-on-year, whereas Q1-2017 
growth was revised up to 6.3% year-
on-year.  
The positive trend in output over the 
first half of this year was the result of 
an increasingly synchronised robust 
performance across EU member states 
and steel using sectors. 
At the individual country level, only in 
Italy and the United Kingdom was the 
growth in production activity in steel-
using sectors significantly lower than 
average EU growth over the first half of 
2017. 
With regard to underlying sectoral 
performance: the steel tube sector and 
the construction industry stood out 
positively, showing significant growth 
compared to the same period of 2016. 
Meanwhile, activity growth in the 

electrical domestic appliances sector 
was only modest. Automotive activity 
stabilised in terms of year-on-year 
growth in Q2-2017, having expanded 
healthily in Q1. 
Estimates and forecast for the second 
half of 2017 are for a continuation of 
this positive growth trend seen in the 
first half. On balance, total output in 
2017 is forecast to rise by 4.2%. 
The outlook for 2018 is overall positive. 
The expected mild acceleration of 
investment growth and solid private 
consumption will support EU domestic 
demand, whereas exports will also 
contribute to further activity growth in 
steel-using sectors. Output in EU’s 
steel-using sectors is forecast to grow 
by 1.9% in 2018. 
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Construction 

 Strong performance construction 
sector in H1-2017 

 Rebound more synchronised across 
EU countries - this year output seen 
growing by 4% 

 Other sectors joining recovery will 
support growth in 2018 

EU construction activity growth in the first 
quarter of 2017 was revised up to 5.4% 
year-on-year, output rose by another 4.3% 
year-on-year in the second quarter. The 
resulting growth over the first half of 2017 
was the strongest over a period of many 
years and clearly reflects improving 
fundamentals in the EU construction 
industry. 
The rebound of the construction sector is 
becoming more synchronised across the 
EU countries, with more countries showing 
stronger activity growth than in the recent 
past. Only Italy and the United Kingdom 
failed to reach the average EU output 
growth achieved in Q2-2017 and 
registered only a very modest increase in 
activity. 
With respect to the performance of the 
main construction sectors it is evident that 
activity in Western Europe has been 
boosted predominantly by greater demand 
for housing. Consumer sentiment is 
supported by improving labour markets, 
rising wages and healthy overall economic 
prospects. Rising demand for residential 
property is stimulating both new private 
housing starts as well as the rental 

property markets. Migrant inflows have led 
to stronger demand for social housing. 
Activity growth in Central Europe is 
becoming more vibrant again owing to the 
un-blocking of EU funds for infrastructure 
projects. 
Activity in the EU construction sector is 
estimated to have remained on a steady 
growth trend in the third quarter, whereas 
Q4-17 projections signal a continued 
expansion of activity in the final quarter of 
this year. All in all, EU construction output 
may register just over 4% growth in 2017. 
Prospects for 2018 remain positive overall. 
The construction sector in the EU looks 
well positioned to continue its cyclical 
rebound from the downturn triggered by 
the combined effect of the global financial 
crisis and the Eurozone crisis. Rising 
housing demand will remain a key driver 
for construction activity growth in 2018; 
this is particularly true for the western part 
of the EU. However, owing to the 
improved outlook for business investment, 
demand for non-residential property is 
also seen to be gaining momentum.  
Civil engineering activity is projected to 
increase as well. In the central European 
countries activity is expected to gain 
particular traction as EU funding will allow 
for infrastructure projects to be started up. 
Total EU output is forecast to rise by 2.4% 
in 2018. 
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Automotive 

 
 

 EU passenger car and CV 
demand continued to increase 

 Automotive output 3% up year-
on-year in H1-2017 

 Saturation effects will dampen 
vehicle demand and output growth 

EU passenger car registrations grew 
by 3.7% year-on-year over the first 
nine months of 2017. Demand 
increased in all large markets while the 
UK registered a moderate decline. The 
new EU member states performed 
strongly and made a significant 
contribution to demand growth in the 
EU market. 
Commercial vehicle sales grew by 
3.3% year-on-year over the first nine 
months of 2017. The strongest growth 
was seen in the light commercial 
vehicles segment. Similar to the trend 
in the passenger cars market, the UK 
was the only large markets that failed 
to register growth. 
EU car exports rose by 2% in value 
terms and by 7.6% in volume over the 
first half of 2017 year-on-year, Exports 
to the US and Turkey were on a 
downward trend over this period.  

Automotive output – in value added 
terms and including parts and 
components – stabilised in the second 
quarter of 2017, thereby exceeding 
earlier expectations. Q1 output growth 
was revised up to 6.1% year-on-year. 
The resulting growth over H1-2017 
was broadly in line with earlier 
projections. 

Output growth is estimated to have 
resumed in the third quarter, whereas 
Q4 forecasts signal a further year-on-
year increase in activity. Total 
production activity in 2017 is now 
forecast to expand by a robust 3.2%. 
The EU vehicle market is expected to 
slow down further in 2018 from more 
vigorous growth registered over the 
past few years as saturation effects 
dampen both demand growth for 
passenger cars and commercial 
vehicles, markets which are primarily 
driven by replacement demand. 
Nevertheless, demand fundamentals in 
the EU passenger car market will 
remain supportive to growth of demand 
owing to strong consumer sentiment, 
the low cost of credit and rising wages. 
Despite indications that the popularity 
of diesel cars is waning, the electri-
fication of EU’s car fleet is only likely to 
progress only very gradually and is not 
seen boosting overall demand. 
Commercial vehicle demand in the EU 
will also slow following last years’ 
strong expansion. 
Exports of vehicles and components 
could suffer from the stronger euro and 
capacity build-up in third countries. 
Moreover, demand in the US – the 
EU’s largest export market in value 
terms – appears to be plateauing.  
EU automotive output – including parts 
and components – is forecast to rise by 
1.8% in 2018.  
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Mechanical Engineering 

 Production activity growth Q2-2017 
remained on track 

 Boost from investment gaining 
momentum 

 Prospects for 2017-2018 revised 
up further 

Output in the EU mechanical 
engineering industry rose by 3.2% 
year-on-year in the second quarter of 
2017. Total production activity over the 
first half of 2017 grew by 4.2% year-
on-year. This reflects investment in 
machinery and equipment in the EU 
gaining traction since the start of this 
year, as well as stronger demand in 
international export markets.  
Production activity improved across 
most reporting EU countries, albeit with 
diverging trends in quarterly growth 
patterns and with varying the 
performance in different subsectors. 
A general trend which can be observed 
is rising business investment in 
efficiency improvement and cost 
reduction; this benefits subsectors 
such as automation equipment and 
robotics, material handling and lifting 
equipment, as well as digitisation, 
connectivity software and services. 
Strong order backlogs and an 
increasingly positive view of production 
expectations mean there is an 
anticipated continuation of production 
growth in the second half of this year. 
Estimates for Q3-2017 are for activity 
growth of 5.4%; projections for the final 

quarter again signal robust year-on-
year growth. All in all, forecasts for 
2017 are for total production activity to 
increase by 4.6%. This growth will be a 
multi-year peak in output growth. 
The outlook for 2018 remains positive. 
With the main driver of demand being 
capital goods investment, prospects for 
EU domestic and export demand for 
machinery and equipment are 
expected to be fairly strong.  
Investment growth in the EU is 
predicted to remain at approximately 
3%, with at least a similar rise in 
investment spending on machinery and 
equipment. Increasing capacity 
utilisation and financial performance in 
major client industries, in combination 
with easing access to finance and 
lower cost of credit, has unleashed 
pent-up EU demand for capital goods 
after a number of years of relative 
restraint. 
EU exporters are also expected to 
benefit from the anticipated 
improvement in global economic 
growth and the related strengthening of 
international trade. The impact of the 
euro’s strength on Eurozone exporters’ 
competiveness remains to be seen. 
No major setback related to Brexit 
uncertainty is expected in 2018. 
EU mechanical engineering activity is 
forecast to rise by 2.3% in 2018. 
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Tubes  

 
 

 Strong output growth in Q2-2017 
– Germany and Spain leading 

 Healthy business conditions in 
downstream sectors 

 2017 growth revised up to 7.2% 
 Slight drop in activity in 2018 as 

boost from pipeline projects 
tapers off 

EU steel tube production expanded by 
7% year-on-year in Q2 of 2017, having 
grown by more than 11% year-on-year 
in Q1. The resulting output growth of 
just over 9% year-on-year over the first 
half was to a large extent driven a 
sharp production rises in Germany. 
Tube output also rose rather substan-
tially in Spain. Meanwhile, output in 
France recovered from its first quarter 
dip and registered double-digit growth 
in the second quarter of this year. 
Strong project activity in the 
international pipeline market has been 
a key driver of production activity 
growth in the EU steel tube sector. EU 
mills have been able to benefit from 
numerous projects, both large and 
small, in the wider European area – 

including the Nord Stream 2 project. 
This has contributed to healthy 
workloads for large welded tube 
manufacturers in the EU. Global 
project activity in gas distribution has, 
in particular, been gaining momentum, 
thereby relieving international 
competitive pressures. Meanwhile, 

OCTG demand remained at a more or 
less satisfactory level. 
Demand for small welded tubes 
improved over the first half of 2017, 
owing to increasing production activity 
in major client sectors such as 
construction, automotive and metal 
goods manufacturing. 
Fairly similar business conditions are 
expected to have led to a continuation 
of activity growth in Q3-2017. 
Prospects for the final quarter of 2017 
are for continued but somewhat slower 
year-on-year output growth as order 
backlogs for large welded tubes start to 
shrink. All in all, total EU tube output is 
expected to increase by 7.2% in 2017. 
In 2018, steel tube production in the 
EU is projected to decline slightly as 
the boost from strong order books at 
EU mills for large welded tubes for 
pipeline construction projects comes to 
an end. This market will therefore no 
longer support total output growth as 
strongly as before, although project 
activity will continue to contribute to the 
workload of line pipe mills. Demand for 

small welded tubes is expected to 
increase further, supported by 
relatively healthy business conditions 
in the main downstream client 
industries. 
Total EU steel tube output is expected 
to shrink by 0.6% in 2018. 
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Domestic Appliances 

 

 
 Q2-17 output down by 0.3% year-

on-year 
 EU demand is rising, and so are 

imports 
 Outlook for EU production activity 

in 2018 is moderately positive 
Production activity in the electrical 
domestic appliances sector in the EU 
in the second quarter of 2017 declined 
slightly compared with the same period 
of 2016. The 0.3% drop followed a 
1.6% year-on-year increase in the first 
quarter of 2017. 
Diverging trends could be 
distinguished at the individual country 
level, with output on a downward trend 
in France and the majority of the 
central European countries. The other 
countries stabilised at around level of 
the previous year or registered growth. 
Production activity grew rather strongly 
in Germany, Spain, Sweden and the 
Netherlands. 
EU demand for electrical domestic 
appliances in the EU held up well in 
the first half of 2017. Sales of home 
appliances were supported by high 
levels of consumer sentiment as a 
result of an improved assessment of 
the general economic situation and 
household wealth. Consumers have 
become increasingly confident about 
making major purchases such as large 
domestic appliances over the next 
twelve months. Low cost of credit also 
is also a supportive factor. The same is 

true for the strengthening recovery of 
the EU residential property markets 
and related rising trend in housing 
starts and renovation activity. 
The EU market is also the second 
largest global market for large 
domestic appliances and imports are 
on a rising trend. At the same time, 
fierce international competition from 
major third country suppliers such as 
China and Turkey are keeping exports 
under pressure. 
This explains the only modest growth 
in EU output in H1-2017; in the 
expectation of fairly similar conditions 
in H2, total production in 2017 is 
forecast to rise by 1.2%. 
The outlook for 2018 is moderately 
positive. Output is foreseen to rise by 
2.8% in 2018.  
The expected continued strength of 
consumer demand will be supportive to 
demand for household appliances. 
Growing activity in the residential 
construction sector – with both new 
work and renovation and moderni-
sation on a growth trend – also bodes 
well for white goods sales.  
In a business environment charac-
terised by fierce international 
competition, innovation in the field of 
connectivity, the environmental foot-
print and user-friendly interfaces will 
remain key priorities for EU 
manufacturers. 
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1) steel intensity is the ratio of steel consumption to steel weighted production in the steel using 
industries (SWIP) 

Real Consumption 

Forecast for real consumption -  % change year-on-year 

Period 
Year 
2016 

Q117 Q217 Q317 Q417 
Year 
2017 

Q118 Q218 Q318 Q418 
Year 
2018 

 3.8 5.4 1.5 3.3 2.7 3.2 1.3 1.4 1.6 1.8 1.5 

 

 

 
 

 Robust growth real steel 
consumption over first half 2017 

 Real consumption to rise by 
3.2% in 2017 – further growth in 
2018 

EU real steel consumption in the Q2 of 
2017 grew by 1.5% year-on-year. Over 
the first half of this year, final 
consumption at the end-user level rose 
by around 3.5% year-on-year, fairly 
well aligned with the robust growth of 
activity in EU steel-using sectors. 
While this increase in activity has 
become more broad-based across 
sectors over the last few quarters, the 
solid performance of relatively steel-
intensive sectors such as steel tube 
manufacturing, the mechanical 
engineering and metal products 
industry supported the rise in end-user 
demand for steel products. However 
the positive overall trend in other steel 
using sectors, such as mechanical 
engineering, electrical domestic 
appliances and metal goods also 
contributed positively to the rise in real 
steel consumption. 
The outlook for real steel consumption 
in the second half of 2017 is for a 

continuation of rather strong market 
fundamentals. First estimates for Q3 
and forecasts for the final quarter of 
2017 signal growth of, on average, 
around 3% year-on-year. On balance, 
total real steel consumption in the EU 
is forecast to grow by 3.2% this year. 
The outlook for 2018 is for further 
moderate growth in real steel 
consumption on the EU market. The 
expected moderation of production 
activity in the EU steel using sectors – 
essentially the result of stagnating tube 
in general, and of steel tube output in 
particular, – will cause growth in real 
consumption to slow down to 1.5% in 
2018. 
This implies that EU real steel 
consumption is expected to remain on 
track for a further, but only very 
gradual, return to higher end-user 
consumption levels. However, this will 
not near the pre-crisis peak in the 
foreseeable future.  
Steel intensity will continue to exert a 
slightly negative influence on real steel 
consumption growth.   
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Apparent Consumption 

Forecast for apparent consumption - % change year-on-year 

Period 
Year 
2016 

Q117 Q217 Q317 Q417 
Year 
2017 

Q118 Q218 Q318 Q418 
Year 
2018 

 3.3 3.8 -0.8 5.9 0.7 2.3 1.1 2.2 1.9 1.7 1.7 
 

  

 
  

 EU steel demand fell by 0.8% year-
on-year in Q2-2017 due to a stock 
cycle related correction  

 EU deliveries 3.5% year-on-year 
down while imports rose by 10% 

 Steel demand to rise by 2.3% in 
2017; further mild recovery in 2018 

 Import distortions main risk for 
stability of the EU steel market 

EU apparent steel consumption fell 
0.8% in Q2, following robust growth in 
the first quarter. The slight year-on-
year dip is rather a technical correction 
related to the stock cycle than a 
tangible slowdown in the EU market.   
Unfortunately, EU domestic suppliers 
bore the brunt of this correction; their 
deliveries into the community market 
fell by 3.5% year-on-year in Q2, 
whereas third country imports grew by 
around 10% year-on-year. This implies 
that the relative balance between 

growth in domestic and foreign supply 
seen in Q1 was reversed at the 
expense of EU steel mills. It also 
illustrates that in Q2-2017 volume 
pressure from third country imports 
increased to well over 23% of  
 

 
 
 
 
 
 
 

 
 
 
 

 
total steel demand despite anti-
dumping duties on steel imports from 
several countries. 
First estimates for apparent steel 
consumption in Q3-2017 signal a 
return of EU steel buyers to the 
market. The destocking in Q2 is 
expected to have led to a lower than 
usual inventory reduction in Q3 than in 
the same quarter of 2016. The forecast 
for Q4 apparent steel consumption is 
for continued year-on-year growth, but 
with the seasonal destocking 
dampening growth over this quarter. All 
in all, EU apparent steel consumption 
is foreseen to increase by 2.3% over 
the whole year 2017. 
In 2018, steel demand is expected to 
continue its graduate recovery which 
started in 2014, driven by the expected 
rise in real steel consumption in the EU 
market and very modest support from 

the stock cycle. 
As seen in preceding years, it remains 
to be seen to what extent EU steel 
suppliers will be able to benefit from 
growing EU demand. Import distortions 
remain the main risk for the stability of 
the EU steel market. 

EU Apparent   
Consumption 

in million tonnes per annum 

2009 121 

2010 148 

2011 158 

2012   141 

2013 141 

2014 146 

2015 152 

2016 157 

2017 (f) 160 

2018 (f) 163 
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Imports 

 Total imports rose by 3% year-
on-year over the first 8 months of 
2017 

 Flat product imports 6% up and 
long product imports 11% year-
on-year down over first 9 months 
of  2017 

 India volume-wise largest 
exporter to EU, showing also 
strongest growth 

In May monthly steel imports – 
including semis – reached the highest 
level since the start of 2017, and then 
moderated from June to July. SURV2 
data for August and September signal 
that finished steel imports moved 
sideways compared with July. Total 
steel imports from third countries into 
the EU rose by 3% year-on-year over 
the first eight months of 2017. Finished 
steel imports also increased by 3% 
over the first nine months.  
The split of total finished imports into 
flat and long product imports shows 
strongly diverging trends in import 
supply. Whereas flat product imports 
grew by 6% year-on-year over the first 
eight months of this year, long product 
imports fell by 11% year-on-year. 
At the individual flat product level, only 
hot-rolled coil and quarto plate 
registered a decline over this period of 
5% resp. 14% year-on-year. Imports of 
all other major flat products showed a 
sharp rise, ranging from 15% for 
electro- galvanised steel up to 41% 
year-on-year for hot-dipped galvanised 

steel. All major long product imports 
showed a tendency towards decline 
over the January-September period, 
especially for heavy sections (-41% 
year-on-year) and less so for wire rod 
(-2% year-on-year).  
As far as the main countries of origin 
are concerned, India is, volume-wise, 
the largest steel exporter to the EU so 
far in 2017, followed by Turkey and 
China; South Korea, Russia and the 
Ukraine come next. 
Finished product exports from India 
grew by a staggering 159% year-on-
year over the first nine months of 2017, 
followed by Turkey with an increase of 
78%. Exports from China to the EU fell 
by 40%, reflecting the impact of import 
measures imposed on various pro-
ducts. Despite this falling tendency 
China remained the largest exporter of 
hot-dipped galvanised steel to the EU; 

exports rose by 8% year-on-year over 
the first nine months of 2017, covering 
almost 50% of total HDG imports. 
On balance, import pressure remained 
at a high level in the first five months of 
2017, confirming earlier concerns of 
continued market distortions. 
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Exports  

 EU exports fell by 2% over the 
first 8 months of 2017 

 Net trade deficit increasing 
 EU rebar exports to Algeria fell 

by almost 200,000 tonnes per 
month over January-August 
period 
 

Total EU exports of steel products to 
third countries fell by 2% year-on-year 
over the first eight months of 2017. 
While semis exports grew by 112% 
compared with the same period of 
2016, total finished product exports 
decreased by 7% year-on-year, owing 
to a 1% drop in flat product exports 
and a 15% reduction in long product 
exports. 2017 is the third consecutive 
year that there has been a trend for a 
decline in EU steel exports. 
The rise in imports and decline in 
exports resulted in an increase in EU’s 
net trade deficit, to an average of 992 
KT per month over the first eight 
months of 2017.  
The trade deficit in semis diminished 
from on average 691 KT per month in 
2016 to 570 KT over the January-July 
2017 period. There was a significant 

further rise in the deficit in finished 
products, from on average 221 KT per 
month in 2016 to 423 KT per month 
over the first seven months of this 
year. 

 
 

 
 
The deficit for flat products increased 
from on average 550 KT per month in 
2016 to 673 KT per month, while the 
trade surplus in long products 
decreased from an average of 328 KT 
per month in 2016 to 250 KT over the 
first eight months of 2017.  
Algeria not providing new import quota 
for rebar at the start 2017 had a 
massive impact on EU exports. EU 
rebar exports to Algeria were reduced 
by almost 200,000 tonnes per month. 
The newly issued rebar import licences 
by Algeria’s ministry of commerce for 
the rest of 2017 amount to around 
400,000 tonnes. It is unclear as to what 
extent EU producers will be able to 
benefit.  
The main countries of destination of 
EU exports over the first eight months 
of 2017 were North America, Turkey 
and Switzerland.  
 

 


