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Recycled metals price collapse 
Domestic metal recycling industry facing universal price pressure 

The global steel industry continues to struggle with production overcapacity and the compounding 

effects of a persistent low global growth environment. Despite widespread adoption of a softer 

monetary policy stance across emerging and developed markets, global growth and manufacturing 

output remains stubbornly low as trade tensions, geopolitical uncertainty and policy uncertainty 

persists. As a result, steel consumption growth stalled in most economies in 2018, and carried over 

to 2019, which suggests that large structural imbalances are likely to endure. 

According to the OECD Steel Committee1 the largest steel producers have seen notable effects on 

their global steel exports which declined in the first 10 months of 2018 (y-o-y); India (-29.3%), USA (-

13.4%), China (-9.3%), the EU (-6.4%) and Japan (- 3.1%). 

Declining exports have also affected steel prices. After increasing during the first months of 2018, 

steel prices reversed their gains, falling back to pre-2018 levels. Coking coal and ferrous scrap prices 

too have fallen back to pre-2010 levels, while iron ore prices have remained roughly the same over 

the year. 

Figure 1: Price of Steel Scrap HMS 1&2 (80:20) per ton, 2009 – 2019 (YTD), USD 

SOURCE: FAST MARKETS, METAL BULLETIN, 2019 

                                                             
1
 OECD, Steel Market Developments, Q2 2019 
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Despite a slowdown in exports and a decrease in price the latest available information
2
 from the 

OECD suggests that global steelmaking capacity remained nearly unchanged in 2018, following 

declines in 2016 and 2017. 

The net capacity change in 2018
3
 brings global steelmaking capacity to 2,233 mmt; representing a 

slight decline of just over 6 mmt, or 0.3%, from 2017. Regardless of these marginal changes, global 

steelmaking capacity remains well above production and demand. 

To address excess capacity the OECD Steel Committee has called for the implementation of policy 

actions to eliminate excess capacity and the market distorting support measures that contribute to 

excess capacity; which include steps to ensure that governments and government-supported 

institutions do not provide subsidies or other support that either sustain uneconomic or consistently 

loss-making steel plants, encourage investment in additional steelmaking capacity which would 

otherwise not be built, or otherwise distort competition.  

Despite the Steel Committees’ efforts countries are not closing or facilitating the exit of 

uncompetitive steel producers. The latest report from the World Steel Association4 notes that global 

crude steel production year-to-date, September 2019, increased by 3.9% (YoY) to 1.3-billion tonnes; 

primarily driven by an increase in Chinese output; while South Africa’s production declined by 16% 

year-on-year and has failed to breach 500 000 t per month since June 2019. There has also been a 

notable decline in the manufacturing production indices of Basic Iron and Steel since April 2019 as 

reported by Stats SA
5
. 

Figure 2:South Africa primary steel output 

 

Impact on the South African value chain 

Without large structural changes to global capacity both demand and prices are likely to remain 

depressed which have a significant effect on South Africa’s steel value chain. Given massive global 

                                                             
2
 31 December 2018 

3
 Taking into account new capacity additions and closures 

4
 September 2019 crude steel production; https://www.worldsteel.org/media-centre/press-

releases/2019/september-2019-crude-steel-production.html 
5
 Statistics South Africa, Manufacturing: Production and sales, August 2019 
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latent capacity and weak demand, the tide will likely force South African steel producers to cut costs 

and reduce output to adjust to the new global market conditions. 

Markets with strong supporting environments; i.e. reliable and affordable electricity, access to 

affordable inputs (coking coal and raw materials), a competitive transport sector (rail and port), and 

large domestic demand supported by fiscal expenditure on infrastructure investments; are much 

better positioned to weather the storm and would likely resist structural changes. 

Under the prevailing circumstances international ferrous scrap prices have plunged from $660 per 

ton in July-2008 to $198 per ton on 04-Oct-2019, without adjusting for inflation. In the South African 

context, the global price decreases are exacerbated by strict export regulations from the Price 

Preference System which forces domestic metal recyclers to first offer their products to the 

domestic market at a discount (of as much as 30% of the international base price) before attempting 

to export to an already depressed global market with a volatile domestic currency.  

Figure 3: LME Aluminium Price per ton, US$, 2003-2019 (October) 

SOURCE: LONDON METAL EXCHANGE, 2019 

Figure 4: LME Copper Price per ton, US$, 2003-2019 (October) 

SOURCE: LONDON METAL EXCHANGE, 2019 

The combined effect of these price forces means a reduced turnover of recycled metals (both in 

terms of material and operating profit) which has a direct impact on operating costs and metal 

recyclers’ capacity to compete for unrecycled scrap metal supplies. As economic incentive decreases 

so does the available supply of domestic recycled metals. 

While depressed recycled metal prices might favour the domestic steel manufacturing industries in 

the short term, combined with depressed global steel demand means no significant gains can be 

sustained without considerable domestic fiscal stimulus (infrastructure investments), which the 

national budget is unlikely to support even with reduced recycled metal prices. 
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Consequently, the local metal recycling industry is in distress and forced to aggressively cut costs to 

ensure sustainability. This puts 5,700 direct jobs in the metal recycling industry at risk; with an 

additional impact on the estimated 64 000 informal sector participants, including dependants. 

Depressed global prices are also affecting the export revenue generated by all types of recycled 

metals. Both value and volume of ferrous scrap exports have decreased significantly since 2014 with 

very little sign of recovery; while the quantity and value of copper scrap exports have been not 

recovered since the 4th quarter of 2014. Both quantity and value of aluminium exports have steadily 

increased since 2010 but exports have been volatile and declining since the 2nd quarter of 2018 (see 

Figures 2 and 3). 

Additional, or comparatively more costly export control measures, as indicated in the specific duty 

per tonne in the Government Gazette6 18 October 2019, will likely cause significant damage to the 

South African metal recycling value chain with the ultimate victims being the smaller smelters and 

foundries dependent on domestically sourced and supplied recycled metals. 

 

                                                             
6
 Department of Trade and Industry Notice 568 of 2019; Proposed Export Tax On Ferrous And Non-Ferrous 

Waste And Scrap; International Trade Administration Commission Of South Africa. 
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Figure 5: South Africa exports of ferrous scrap metals, HS7204, Volume (kg) and Value (ZAR), 2010 - 2019 (YTD) 

SOURCE: SARS, MERCHANDISE TRADE STATISTICS, 2019 
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Figure 6: South Africa exports of non-ferrous scrap metals, HS7404 and HS7602, Volume (kg) and Value (ZAR), 2010 - 2019 (YTD) 

SOURCE: SARS, MERCHANDISE TRADE STATISTICS, 2019 


