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Steel Producers Oppose
Plans to Cut Import Tariffs

Plans are underway to cut down duties on less than 0.5 mm thick cold-rolled coils and less

than 0.3 mm hot-rolled coils from 20% to 10%, and semi-finished non-alloy iron and steel

pmducta with les.s than 25% carbon (such as hlllets hluoms and slabs) from 15% to 5%

ﬂ\l “ ‘,‘ﬁ‘“ ﬁ.}“*\‘ .,w'\*""‘\

ran Steel Producers Association has
voiced its opposition to plans to reduce
import tanffs on 8 number of steel
products in an open letter 1o the First Vice
President Es'haq Jahangin last week,
According to the association, the latter
was writtan in reaction to the Ministar of
Indusirias, Mining and Trade Mohammad
Reza Nematzadeh's suggestion 1o Jahangin
back in December, Bourse Prass reponed.
MWematzadeh called for reducing duties on
lass than 0.5 mm thick cold-ralled coils and
le=s than 0.3 mm hot-rolled coils from 20%
to 10%, and semi-finighed non-alloy iron and
steel products with less than 25% carbon
(such as billetz, blooms and slabs'; from 15%
to 5%.

Rebounding global steel prices, rising local
demand and domestc producers’ inability o
sustain an adequate supply have been cited
as the reasans behind the industries minister's
proposal

fran Trade Promotion Organization’s
Article One Commission, which comprises
representatives of the ministres of industries,
agriculture and economy, as well as those of
the Central Bank of Iran and Iran Chamber of
Commerce, Industries, Mines and Agriculture,
has agreed to the minkster's proposal.

The government has yet to announce when
the new rates will come inta force.

"The supply of flat steel in the domestic
market is shightly lower than demand, which can

i perbndaery. inaalifify o anvideain s ool il Dt B ol um e reomont Pl W pyrpn e foroe Ky

be batanced by imports,” said deputy minister of
industries, mining and trade, Jafar Sargeyni.

“The cessation of Chinese steal dumping
has prompled the government to lowaer the
tariff wall.”

The new duly rate would mark the first
reduction of taniffs since January 2016,

Addressing tha first vice prasidant, Iran
Steel Producers Association described
Memalzadeh's proposal as “uninformed” and
“unprofessional”.

The association criticized the governmant
for making sensitive decisions regarding the
industry withoul consulling the association
and called for a revision of the plan before it
is enacted.



YV o iras s £ agas

Al present, import dulies are sel at 15%
for semi-finished products, 20-26% for fiat
products (excluding stainless stesl) and 26%
for most long products, including |-baams and
H-beams.

2 Risk of Bankruptcy

Iran Steel Producers Association claims
the main motive of the Industries Ministry
for lowering tariffs is to meet the flat sleel
demand of Tavan Avar Steel Industries
Company—one of Iran's largest producers
of tin-plated sheets and plates based in
Chaharmahal-Bakhtiari Province and a
member of the associafion.

“This is while the new taniff codes proposed
[by the ministry] include other grades of CRC
with less than 0.5 mm thickness, the producers
of which are operating at less than half
their aciual capacity due to depressed local
demand,” reads the letter.

The association suggested spliting tanff
codes on less than 0.5 mm thick coils into two
new sactions: duties on 0.3 mm thick CRC to
be halved to 10% and maore than 0.3 thick coils
to retain their 200 levy.

It also criticized the proposal to lower
duties on slab and ingot imports, while Iran's
S-million-ton slab output capacity is more than
dauble the lacal demand.

Iranian billet and bloom producers are
operating al 80% of their nominal capacily.

The association said the reduction in
import duties on billets, blaoms and slabs
will take the limited number of producers still
afloat to the brink of bankruptey. It called on
Jahangiri to return the proposed plan to the
Indusiries Ministry for more expert analysis
through talks with representatives of the
private sector.

) Producers on Alert

Lowering the steel tanff bulwark will
hurt local producers, says Aziz Qanavati,
managing director of Kashan Amir Kabir Steel
Company.

The company is a subsidiary of Iran's
largest sleelmaker, Mobarakeh Steel
Company, and a producer of galvanized
sheels

"Maost Iranian industries are sfill using
old production technologies and have high

- production costs, Consequently, we cannot

compete with foreign offerings due to their
lower pricas " he said

Iranian steal mills produced 17839 million
tons of crude steel 1. 2016, registering a
10.8% growth compared with the previous
year, according to Warkd Steel Association,

The data also show Iran's steel sacior
registerad the sixth fastest growdih in the world
after Serbia, Pakistan, Greece, Libya and
Macedonia.

Furthermore, the country's major
steelmakers exported over 412 million
tons of crude steel and steel producis in the
nine months to December 20, registering a
55% growth compared with last year's
corresponding penod, according o IMIDRO,

Zakariya Nayebi, the head of research and
development at Fulad Nab Tabriz Company,
also doubled down on Qanavali's remarks.

“We are grappling with & crisis right
now, Lowering import duties will worsen the
situation,” Nayebi declared, adding that the
construction sector is still stagnated and
demand is deprassed.

¥ Pipe, Profile Manufacturers to Benefit
Despite the criticizm leveled by lran
Steel Producers Association, the move

Cutting import duties on billets,

blooms and slabs will take the

limited number of producers still

afloat to the brink of bankrum

I - el

Vomm ﬁlqlaulim'l%ﬁl..

to reduce import tariffs is regarded as a
positive development for domeastic steal
industry's downstream sactors, espacially
Iran's Syndicate of Steel Pipe and Profile
Manufacturers who had to shoulder the brunt
of market pressure,

“The industries minister finally saw aye fo
eye with the syndicate. What we ask next is to
implement the new lariffs as soon as possible
Io save the markel from recession and high
prices,” said the syndicate secretary, Amir
Hossein Kaveh.

Kaveh, who iz alzo a membear of Iran
Chamber of Commerce, Industries, Mines
and Agriculture, criticized the government for
dragging ils feet,

“For the past year, we maintained our
position that high tariff rates will hurt local
producers. What we had to do all along
was limiing raw material exports and
manufacturing high value-added products,”
he said.

He also slammed Iran's major flat stesl
producers for not being able to supply the local
market and prioritize exporis.

This is while global steel prices are steadily
riging, which will make it even harder for steel
pipe and profile manufacturers to meet thair
resquirements.

Az a case in point, Mobarakeh Steel
Company reached an agreement with the
syndicate back in March to supply them with
600,000 tons of 2-mm sheeats and 200,000
tons of less than 2-mm hot-rolled coils during
the first half of the current fiscal year (March
20-Sept, 21).

According to Kaveh, MSC failed to live up
to the agreement, leaving syndicate members
high and dry

Together with its subsidiaries, M5C is
the largest flat steel producer in the Middle
East and Morth Africa region and lran's
largest steelmaker, accounting for 1% of
Iran's GDP.

The company accounts for approximately
50% of the country’s total steel oulput and also
holds the same share in domestic flat steel
consumption, which stood at about 7.5 million
tons in the last fiscal year,

Private Steel Output Up 45%

lranian private steelmakers produced 3.42 million tons of crude steel during the 10
manths to lanuary 19, registering a 45% rise compared with last year's coresponding
period, Iran $teel Producers Association's latest data show, According to the data,
the private sector accounted for more than 22% of the industry’s total 15.4-million-ton

crude steel output during the period. Private steel mills also produced 5.36 million tons
of steel praducts, including beams, rebar and galvanized, hot and cold-ralled coilsin
10-manth perdod to record an 11% growth year-on-year. Their output comprised over
37% of Iran's total 1 &-milion-ton production of steel products.
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