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l Steel scrap futures — annual traded volumes
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l Case study 1: cargo accumulation

» Short physical position

* Buy f the
exé"la oledge the risk

of prices going up during
the accumulation phase

SHORT

» Gradually sell back on the
exchange as steel scrap is
accumulated dockside

.
Notes: picture courtesy of Ward Recycling ro



l Case study 2: demolition project / shipbreaking

» Long physical position

» Sell forward on the
exchange to hedge the risk
of a price decline

» Gradually buy back on the
exchange as the project
starts generating steel
scrap

Notes: picture courtesy of Ward Recycling




l Case study 3: fixed price sales (a value-add service)

Notes: picture courtesy of Ward Recycling

» Short physical position

* Buy forward on the
exchange to hedge the risk
of a price increase

 Close positions on the
exchange as the material
for the contract is collected
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l Working capital and trade finance solutions

» Advance rates and haircuts
» Unsold inventory

* Tripartite financing



Appendix: hedging examples
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l Hedging a long physical position (1/2)

+ Long physical exposure (e.g. inventory) Market price Market price
A decrease increase
+50 Long physical exposure
*‘3’2 = o Value today 250 250
_ 0 Unexpected é% Price in 3 months 200 300
S +10 gain £ g Profit/ loss -50 +50
2 0 a
20| avoidable
= 20 loss Hedging a long exposure with a short position
-30 _ . i
» 3 . Price locked-in 250 250
-50 2 o today
~ 28 Price in 3 months 200 300
200 210 220 230 240 250 260 270 280 200 300 Lo + -
Price at the end of the holding period Profit / loss +50 50
* Hedging a long exposure with a short position
A
Actual value at the
+50
+40 end of the period 250 250
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| Cover from Actual profit / loss 0 0
:’E +10 hedging
s, « The objective of hedging is to lock-in a future prices,
3 -10 Cost of thus reducing exposure to price volatility risk
o .
= 5 hedging
30 « Speculators do not hedge, but rather take a view on
0 future price movements by gaining exposure with
50 either a physical or a financial position
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Price at the end of the holding period



I Hedging a long physical position (2/2)
Fixed price purchases / inventory
Buying at a fixed price generates a long physical position, as it is an obligation to receive material at a
previously agreed price

The financial transaction needed to hedge the price risk is forward selling an equivalent quantity (or a
fraction of it) to create a short financial position

Example

Steel mill ABC agrees to buy 5,000mt of scrap per month for 6 months at the price of $250 per tonne to
ensure production continuity

To hedge this position, steel mill ABC decides to forward sell 5,000mt of scrap per month for 6 months at
the price of $250 per tonne

After 6 months, the price of scrap...

...drops to $200 ...rises to $300

« Loss on the physical position -$50/mt « Gain on the physical position +$50/mt

« Gain on financial hedge is +$50/mt * Loss on financial hedge is -$50/mt

« Final cost of the raw material $250/mt « Final cost of the raw material $250/mt



l Hedging a short physical position
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» Short physical exposure (e.g. sale at fixed price)
A

+50
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Avoidable
loss

Loss / profit
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* Hedging a short exposure with a long position
A

Cover from
hedging

-10 Cost of
hedging

Loss / profit
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200 210 220 230 240 250 260 270 280 290 300

Price at the end of the holding period

(1/2)

Physical

Financial

position

position

Market price Market price

decrease increase
Short physical exposure
Value today 250 250
Price in 3 months 200 300
Profit / loss +50 -50

Hedging a short exposure with a long position
Price locked-in

today 250 250
Price in 3 months 200 300
Profit / loss -50 +50
Actual value at the

end of the period 250 250
Actual profit / loss 0 0

The objective of hedging is to lock-in a future prices,
thus reducing exposure to price volatility risk

Speculators do not hedge, but rather take a view on
future price movements by gaining exposure with
either a physical or a financial position




I Hedging a short physical position (2/2)

Fixed price sales
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Selling at a fixed price generates a short physical position, as it is an obligation to deliver material at a
previously agreed price

The financial transaction needed to hedge the price risk is forward buying an equivalent quantity (or a
fraction of it) to create a long financial position

Example

Recycler XYZ agrees to sell 5,000mt of scrap per month for 6 months at the price of $250 per tonne to a
steel mill

To hedge this position, Recycler XYZ decides to forward buy 5,000mt of scrap per month for 6 months at
the price of $250 per tonne

In the delivery months, the price of scrap...

...drops to $200 ...rises to $300

« Gain on the physical position +$50/mt « Loss on the physical position -$50/mt
« Loss on financial hedge -$50/mt e Gain on financial hedge +$50/mt

+ Final value of the material $250/mt « Final value of the material $250/mt

Please note that if Recycler XYZ decides to bear the price risk of the physical contract, may it be able to
negotiate a favourable price, or a premium (maybe $5-$107?), with its customer?



I Disclaimer

© The London Metal Exchange (the “LME”), 2025. The London Metal Exchange logo is a registered trademark of The London Metal Exchange.

All rights reserved. All information contained within this document (the “Information”) is provided for reference purposes only. While the LME endeavours to ensure the accuracy, reliability and completeness of
the Information, neither the LME, nor any of its affiliates makes any warranty or representation, express or implied, or accepts any responsibility or liability for, the accuracy, completeness, reliability or suitability
of the Information for any particular purpose. The LME accepts no liability whatsoever to any person for any loss or damage arising from any inaccuracy or omission in the Information or from any consequence,
decision, action or non-action based on or in reliance upon the Information. All proposed products described in this document are subject to contract, which may or may not be entered into, and regulatory
approval, which may or may not be given. Some proposals may also be subject to consultation and therefore may or may not be implemented or may be implemented in a modified form. Following the conclusion
of a consultation, regulatory approval may or may not be given to any proposal put forward. The terms of these proposed products, should they be launched, may differ from the terms described in this
document.

Distribution, redistribution, reproduction, modification or transmission of the Information in whole or in part, in any form or by any means are strictly prohibited without the prior written permission of the LME.

The Information does not, and is not intended to, constitute investment advice, commentary or a recommendation to make any investment decision. The LME is not acting for any person to whom it has provided
the Information. Persons receiving the Information are not clients of the LME and accordingly the LME is not responsible for providing any such persons with regulatory or other protections. All persons in receipt
of the Information should obtain independent investment, legal, tax and other relevant advice before making any decisions based on the Information.

The information in these materials in relation to any products or services are not intended to constitute marketing, offering or sale of such products or services to customers or potential customers in Thailand.

LME contracts may only be offered or sold to United States foreign futures and options customers by firms registered with the Commodity Futures Trading Commission (CFTC), or firms who are permitted to
solicit and accept money from US futures and options customers for trading on the LME pursuant to CFTC rule 30.10.

The LME is authorised and regulated by the Financial Conduct Authority in respect of its benchmark administration activities under the European Benchmarks Regulation (Regulation No (EU) 2016/1011)
(“BMR”), as onshored into UK law.

The names “S&P Global Platts” and “Platts” and the Platts logo are trademarks of S&P Global Inc. and have been licensed for use by The London Metal Exchange. S&P Global Platts, a division of S&P Global
Inc. also licenses The London Metal Exchange to use Platts Steel Rebar FOB Turkey, Platts TSI Scrap HMS 1/2 80:20 CFR Turkey, Platts TSI HRC EXW US Indiana, Platts TSI HRC EXW Ruhr, Platts HRC
SAE1006 FOB China , Platts Aluminum Transaction Premium DDP US Midwest and Platts Molybdenum Oxide Daily Dealer (Global); (the “Assessments”) in connection with the listing, facilitation of trading of,
settlement and clearing of certain contracts (the “Contracts”) based upon the Assessments. The Contracts are not sponsored, endorsed, sold or promoted by S&P Global Platts or its affiliates or licensors. S&P
Global Platts, its affiliates and licensors make no representation or warranty, express or implied, either regarding the Contracts or the advisability of investing in securities or commodities generally or the ability of
the Assessments to track general market performance or commodity price movements. S&P Global Platts, its affiliates and licensors disclaim any and all warranties, express or implied, including, but not limited
to, any warranties of merchantability or fitness for a particular purpose or use as to the Assessments, or the results obtained by its use or as to the performance thereof. S&P Global Platts, its affiliates and
licensors do not guarantee the adequacy, accuracy, timeliness and/or completeness of the Assessments or any component thereof or any communications (whether written, oral, electronic or other format), and
shall not be subject to any damages or liability, including but not limited to any indirect, special, incidental, punitive or consequential damages (including but not limited to, loss of profits, trading losses and loss of
goodwill).

ARGUS, ARGUS MEDIA, the ARGUS Logo, Argus HRC FOB Tianjin China are trademarks and are used under licence from Argus Media Limited. All copyrights and database rights in the Argus HRC FOB
Tianjin China index belong exclusively to the Argus Media group and are used herein under licence. Argus takes no position on the purchase or sale of LME products which reference Argus or the Argus HRC

FOB Tianjin China index and excludes all liability in relation thereto.
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