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Esfahan Steel Company:
Longs Consumption to Rise 20%

This year Iran expects to see a significant
increase in construction budget, which will lead
1o the revival of the sector.

Since this segment is the largest consumer
af long products, local mills will have a chance
of impraving their position. As more longs
suppliers will wani to gel their piece of the pie.
this can cause higher compelition and produce
the opposite effect.

The country is already suffering from
excess longs capacity, which continues
to grow, tightening competition as well as
influencing capacity utilization rate and prices.

To learn more about the future of longs
market in lran, Metal Expart, a Ukraine-
based provider of news and analysis on steel
products and steelmaking raw materials
industries, has interviewed Ehsan Dashfianah,
deputy managing director for sales and

marketing of the largest longs steel producer in
Iran-Esfahan Steal Company (ESCO),

Below is the interview's full text:

ESCO is one of the leading lranian longs
producers. How do you assess the current
activity of the construction sector and
longs consumption in lran?

Construction sector in lran has been
freazing for about three years now. Moregver,
oil price drop has disabled state investmants in
many development projects, Fortunately, after
sanctions removal, we have a betler financial
anvironment in the country and the market
is showing positive signals. Iran’s long steel
consumption in 2015 was about 8 million tons.

How balanced is the role of public and
private sectors in carrying out projects in
Iran? How does ESCO perform in the local
market in this regard?

INAN I
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In 2015, about 30% of construction projects
belonged to the government. This year wa
astimate that the government's share will be
more than 50%. Our entire domestic sale is
performed through Iran Mercantile Exchange
and more than 60% of products have been
used in government projects.

How export differs from the domestic
market?

For export, usually we sell through negotiation
and we have not had any long-term contract so
far. Our niew export policy is based on having
the network of distributors or agents in some
countries and our marketing teams are working
on details that we will soon announce io media,

With the removal of sanctions, construction
market Is expected to grow around 8% in
2016, What are your forecasts for longs
consumption in the country?

We have two kinds of construction projects.
Some have been started and left unfinished,
others are greenfield projects. Our studies
show long steel consumption in lran is
expected lo rise by at least 20% this year.

Despite the expected growth of
consumption, there is still the problem
of significant overcapacity. How will the
powers in the local market change in your
opinion and how will it influence ESCO
positions?

In fact you are right and not only Iran bul
also everywhere around the world, countries
face overcapacity and that is why the utilization
rate is under 70%.

Moreover, the competition will be tougher
and just the producers with lower cost

can afford to remain competitive in such
circumstances. Domestic market, howeaver,
is loyal to the ESCO brand and we are trying

hard to answer this trust by improving quality
and providing products at a reasonable
pice.

In addition, ESCO's social responsibility is
to support other smaller rolling mills. To fulfil
this misgion, we are focusing on expansion of
our export markel share, sales geography and
preduct portfolio, which will give more space
for other producers in the domestic market.

What export targets do you have for
20167

Our steel products export goal is 1 million
tons. We have targeled some new regions and
our plan is to offer a basket of products to our
customers. Our export will include billet, rebar
and beams plus rail and new profiles. We also
plan to add some byproducts like slag, sludge
and tars.

What destinations do you see as
promising markets for ESCO7

As | have mentioned before, we ane
interested in expansion of sales geography.
Africa, Europe and some East Asian countries
are new largels thal we are working on,

What are your forecasts regarding
demand and price trend movement in the
foreign outlets?

The commodity prices downtrend has
coma to a halt and we have positive frends
In most raw material and steel products.
MNegative competition and oversupply caused
hard times for steaimakers but hopefully we
will reach a fair point for both the producers
and consumers. So we try nol only to keep
our traditional markeat share in export, but also
axpand il
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Cement Exporters Get $285m
in Transportation Subsidy

The subsidy will enable cement prnducers to have a

competitive edge in new overseas markets

The Islamic Republic of Iran Shipping Lines and
Islamic Republic of Iran Railways will be the main
beneficiaries of the new incentive.

Several agreements with African countries have
been signed and two cargos have already been
exported to Tanzania and Egypl.

The cement exporters’ shift to African markets
comes against a background of diminished sales to
Irag. For years, the western neighbor was the main
export destination for Iranian cement and clinker—
the raw material used in the first stage of cement
manufacturing

The neighboring country once used to account
for nearly 65% of Iran’'s overseas cement shipments.
However, since 2015, the rise of the self-styled Islamic
State terrorist group in Iraq and falling oil prices
reduced demand for cement

In April, the Iraqi government banned cement
imports to support its domestic producers. Although
talks are underway with Iraqi officials to lift the ban,
diversifying export markets is an existential need for
Iran’s strategic cement industry.

According to Lotfi, Iranian cement factories
currently operate at half their 80-million-ton annual
production capacity.

Domestic demand for cement is also in slump,
amid the slowdown in construction.

Before the ongoing slump hit, Iranian cement
producers experienced a seven-year boom owing to

the ill-famed Mehr Housing Scheme—a large-scale
construction program initiated in 2007 by the previous
administration to provide two million low-income
people with housing units through free land and cheap
credit.

The plan, however, slowed down due to lack of
funding. which dragged down domestic demand for
construction materials. Cement manufacturers were
forced to turn to exports to make use of the increased
production capacities developed during the boom
years.

The 2015 output stood at 58.6 million tons, down
12% from the year before, according to CEAdata.

Last year, exports were also hit, falling by 20%
compared to the prior year.

The domestic cement industry's capacity
expansion trend came to a halt in 2015 for the first time
in more than 15 years, as it stayed put at 79.7 million
tons per year.

Plummeting production led to a fall in Iran's global
ranking as the country stood three steps lower in 2015
from the previous year's fourth position among top
cement producers. However, Iran remains the world's
top exporter.

As per the objectives set in the 20-Year National
Vision Plan, Iran’'s cement production is to grow 60%
to reach 120 million tons per year by the end of 2025.

The industry is also planning to increase exports
by 68% over the next decade to 32 million tons per
annum.

Several agreements with African

countries have been signed and two

cargos have already been expnrted to

Tanzania and Egp_t
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