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ISRI: Voice of the Recycling Industry 

1,600+  
Member 
companies 

39  
Countries 

7,000+  
Recycling facilities 
worldwide 
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2015 in Review – Scrap Industry Challenges 

• Excess global production across a 
range of commodity markets, e.g. 
crude oil, iron ore, etc., weighs on 
prices as investors turn even 
more bearish on commodities. 

• Stronger dollar hurting 
competitiveness of U.S. scrap 
exports/promoting imports. 

• Weaker overseas scrap demand 
amid falling primary prices, 
slowdown in Chinese economic 
and manufacturing growth and 
substitution to ore and refined. 

 

• China contributing to global 
deflationary pressure. 

• Uneven U.S. manufacturing 
output across various industries 
and geographic regions. 

• Disconnect between mostly 
positive macroeconomic 
indicators and difficult scrap 
market conditions widens.  

• Falling commodity prices +  soft 
manufacturing output + strong 
dollar + logistical & regulatory 
issues = Margins disappear, 
scrap industry consolidation. 



   Main Driver of Globalization: China 
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Falling Prices in China = Global Deflation Pressure 
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Source: China National Bureau of Statistics 

Producer prices 
for industrial 
goods in China 
have been falling 
for nearly 4 years 
due in part to  
excessive Chinese 
property market 
investment and 
subsequent 
correction.  



   Strong Dollar Hurts U.S. Competitiveness 
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An on-going 
concern for the 
scrap industry has 
been a stronger 
dollar, boosted in 
part by Federal 
Reserve decisions 
that led to more 
attractively priced 
imports while 
hurting the 
competitiveness 
of U.S. scrap 
exports.  



2015 in Review: U.S. Economy Still Growing 



But U.S. Manufacturers Not Adding Jobs 

BLS reports that 
employment increased 
in retail trade and 
health care in March 
while job losses 
occurred in 
manufacturing and 
mining. Construction 
sector employment 
reportedly rose by 
37,000 jobs last month. 
But following an 18,000 
drop in manufacturers’ 
payrolls in February, 
the March report shows 
manufacturers cut 
another 29,000 jobs in 
March.  
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Price Performance Since 2007 

Ferrous scrap prices 
declined by 50 percent 
over the course of 
2015 but have picked 
up in recent months 
thanks in part to 
diminished obsolete 
supply; improving 
U.S. steel mill capacity 
utilization; firmer iron 
ore prices; slowing 
Chinese output; trade 
cases; and btter 
demand from steel-
intensive sectors. 



U.S. Steel Mill Utilization Rates Recovering 

The American Iron 
and Steel Institute 
reports that 
capacity utilization 
rates in the U.S. 
have climbed back 
up over 70% in 
recent weeks, 
although  year-to-
date U.S. steel 
production 
(through March 26) 
is still down 3.4% 
as compared to last 
year to 21.53 
million net tons.  



  Housing Starts Rising 

The Census Bureau 
reports new housing 
starts in February 
increased 5.2% 
month-on-month to 
a seasonally 
adjusted annual rate 
of 1.178 million 
units. That is nearly 
31% higher than 
housing starts in 
February 2015 while 
building permits 
posted a 6.3% year-
on-year gain. 



  Solid Light Vehicle Sales  

• U.S. light vehicle sales were at a seasonally adjusted annual rate 
(SAAR) of 17.54 million units in February versus a SAAR of 16.40 
million units a year ago. Sales were down slightly from the SAAR of 
17.58 million units for January.  
 

• Key Factors 
• General Motors sales were down 1.5% year-over-year.  
• Ford sales were up 20.2% year-over-year.  
• Fiat Chrysler sales were up 11.9% year-over-year.  
• BMW Group sales were down 12.3% year-over-year.  
• Toyota sales were up 4.1% year-over-year.  
• American Honda Motor sales were up 12.8% year-over-year.  
• Nissan North America sales were up 10.5% year-over-year.  
• Hyundai-Kia sales were up 6.4% year-over-year.  
• Subaru sales were up 1.6% year-over-year.  
• Volkswagen Group of America saw its sales decline 7.1% year-over-year, hurt by the lingering cloud of 

its emissions testing scandal. 
 

Source: Briefing.com 



  J.P. Morgan Outlook on Ferrous 

“The premium spread of the U.S. hot-rolled coil (HRC) price over the Chinese export price 
has narrowed to the lowest level in three years to $54/ton – down from its recent high of 
$233/ton in May 2014. During the prior four periods since 2009 when the spread has also 
narrowed substantially, U.S. HRC prices have rebounded sharply thereafter. We believe 
steel sheet prices will continue to rise this year due to domestic supply cuts and import 
reductions. The main drivers of the narrowing are higher Chinese steel prices, which reflect 
a pickup in demand and lower supply with low steel output and inventory levels.  
 
The Shanghai export price for China hot-rolled steel jumped to $400/mt from $300/mt just a 
week ago. Higher Chinese steel prices are an important positive trend since they 
represent 50% of world production but are not critical for our positive thesis on domestic 
steel sheet stocks. U.S. supply cuts from domestic capacity curtailments as well as positive 
sheet trade case rulings should continue to support the recovery in domestic steel prices 
and stocks. Domestic mills have announced two $30/ton price increases to $460/ton in a 
matter of weeks, and the U.S. HRC price has moved up from the bottom at $364/ton to 
$417/ton currently. We believe there is still more room to run for steel prices and steel stocks 
and reiterate our top picks U.S. Steel, AK Steel, Steel Dynamics, and Nucor.”  
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2015 in Review – Refined Copper and 
Copper Scrap Prices 



2015 in Review – U.S. Refined Copper 
Consumption and Copper Scrap Recovery 

According to U.S. 
Geological Survey 
estimates, reported 
consumption of 
refined copper in the 
U.S. increased 2.9% 
in 2015 to 1.8 million 
metric tons while 
recovery of old + 
new copper scrap 
edged up 1.2% to 
around 830,000 
metric tons. 



2015 in Review – U.S. Copper Scrap Exports 



2015 in Review – U.S. Copper Scrap Export 
Gains and Losses 



2015 in Review – U.S. Copper Scrap Export 
Gains and Losses 



  Goldman Sachs Outlook on Nonferrous 

“With prices rising significantly, and with the structural case for base metals 
remaining very poor we recommend producers and investors with longer-
term horizons begin implementing hedging strategies and consider short 
positions in copper and aluminium over the coming month,” Goldman Sachs 
analysts wrote in a recent report. 
 
“In Goldman’s 12-month view, copper may drop to $4,000 a ton and 
aluminum will probably slide to $1,350. Deleveraging in China and emerging 
markets, further dollar strength, mining cost deflation and strong supply 
growth, particularly in copper because of a prior boom in capital 
expenditure, are set to keep “capex-heavy” metals prices under pressure 
over the coming year, the bank said.  
 
“Overall we find that the likelihood of a sustained improvement in Chinese 
demand during 2016/17 is low,” Goldman said.” 
 
Source: Bloomberg 
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2015 in Review: Recovered Paper Exports 

U.S. exports of recovered paper and 
fiber were up around 2% by volume in 
2015 to approach 21.6 million short 
tons, the highest volume since 2012.  
 
China was again the largest overseas 
customer by far last year, accounting 
for 14.9 million short tons or nearly 
70% of total U.S. recovered paper and 
fiber exports. By grade and volume: 
 
• Corrugated exports increased 9% 

to 10.6 million short tons. 
• Mixed paper shipments edged up 

1% to 4.7 million short tons. 
• But overseas demand decreased 

for pulp substitutes (-22%), high 
grade deinking (-16%) and printed 
news (-8%). 



  RP Prices More Resilient than Other Commodities 

*Composite National Average of OCC (11), ONP (8), and  Mixed Paper (1). 



U.S. Paper and Board Production Down 1% 



  RISI Outlook on Chinese RP Demand 

According to a recent report by RISI, “Chinese 
recovered paper consumption expanded by 
about 1.4 million tons in 2015, with most of the 
demand growth being met by imports. Chinese 
domestic recovered paper collection volume, 
however, was estimated to have shown no 
increase in 2015 after growing by about 10% or 
2.7 million tons per year on average in 2002-
2014.”  
 
But don’t get used to rising Chinese import 
demand, according to RISI analysts: “…we 
think the Chinese import rebound that began in 
2015 will not last long. Suppliers in the 
exporting regions should probably not get their 
hopes up for a continuation over the next five 
years of the strong Chinese demand that they 
saw in 2015. China will certainly continue to buy 
a huge amount of recovered paper overseas, 
but the net import volume is predicted to decline 
gradually together with the nation's slowing 
recovered paper demand growth and the 
improvement of its domestic collection.” 
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   U.S. Economic Outlook 

“Caution is appropriate.” So says Fed Chairwoman Janet Yellen and investors welcomed 
last week’s statements regarding the on-going pause in Fed rate hikes and slower 
projected path of rate hikes later this year. The Fed’s announcement indicated 
“…economic activity has been expanding at a moderate pace despite the global 
economic and financial developments of recent months… however, business fixed 
investment and net exports have been soft” while inflation expectations remain muted.  



  IMF Global Growth Forecasts 
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  Searching for Signs of Life… 

• Few expecting a V-shaped recovery, but soft prices 
have impacts for supply (e.g. obsolete scrap supply) 

• Sentiment recently better towards commodities, but 
most analysts still expect prices to remain lower for 
longer 

• Need for cutbacks in excess global primary commodity 
capacity and production in order to rebalance 
commodity markets 

• Need to develop new markets 

• Focus on safety, operational efficiency, quality and product diversification 

• Targeted investment 

• Cyclical, evolving industry with longer term positive trends 

• Opportunities for ISRI and the industry to educate policymakers and the public 

• Scrap recyclers are resilient! 



Thank You!! 
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