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Bl Annual New York Steel Briefing

Join us for our upcoming webinar, featuring the outlook for steel and how to
manage through volatile markets.

CRU New York Steel Briefing

Tuesday 23 June
10:00 - 11:00 AM EST

View the agenda and register at

WWW.crugroup.com

Speakers
il K
22 CME Group
Guest speaker, -
The CME Group 4
Chris Houlden Josh Spoores Ryan McKinley Anissa Chabib
Head of Steel Principal Analyst Senior Analyst Economist

Questions about steel costs or analysis? Contact us at americas@crugroup.com
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An interactive and immersive experience awaits YOU!

SMU Steel
b Summit 2020

STEEL SUMMIT

cowssaence . VIRTUAL CONFERENCE ‘ ;
August 24-26, 2020 . STEEL MARKE TP
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SMU Steel Summit Virtual Conference 2020 will be a fully immersive online environment
where you can attend conference presentations by top speakers with live Q&A; interact with
exhibitors, and network with fellow attendees - right at the start of planning and negotiation
season.
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Agenda: The timings and mix of live and on-demand SR
sessions will mean that whatever time zone you’re in, you e SUMMt 2020

. * . VIRTUAL CONFERENCE
can watch the presentations you want, when you want. So e - WG
no need to choose between attending a meeting or

attending a presentation - you can now do both!

Networking Lounge: Here you can search the delegate list,

request private meetings, chat in a group, or schedule a =
video chat. R ——

Exhibit Hall: Here you can visit a booth, chat to the exhibitors, watch their videos and download
brochures of interest. Booths will be manned by staff during the event dates.

More Time for Everything: The virtual event will be open before the event start date and will
remain open after - allowing you more time to schedule meetings, watch conference sessions
and browse the exhibit hall.

"The SMU steel summit is a very worthwhile event - a good place to invest your time and a very
reasonable amount of money.”
- Patrick Murley, CEO, Material Sciences Corp

For more information and to book your place, visit www.smusteelsummit.com
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SMU NexGen
by Leadership Award

STEcLSuMmIT 2020

We are pleased to announce the 2nd annual SMU NexGen Leadership Award, sponsored by the
Steel Manufacturers Association. The Award is designed to recognize and celebrate the excellence
of emerging leaders within the greater steel community.

SMU is dedicated to helping businesses recruit, train and retain the next generation of talent. Any
young motivated employee under the age of 35 who is currently employed by an organization that
utilizes carbon steel as part of its core business function is eligible for this award.

This is a great opportunity to shine the light on the hard work of the people in your organization,
and celebrate it with the greater steel industry.

The winner will get: a mentorship day with Chuck Schmitt, President of SSAB Americas; a free pass
to a SMU Steel 101 Workshops; and a free pass to the next SMU Steel Summit.

Nomination details will be announced by SMU in the coming days.
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Steel Market Update Future Buyers Sentiment Index
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Some states are beginning to re-open for business. The question now
becomes when will your business return to pre-COVID-19 levels?

Our business is already at pre-COVID-19 levels
By the end of June

By the end of July

By the end of August

By the end of September

Not until 4th Quarter 2020

Not until 1st Quarter 2021 (or beyond)

© Steel Market Update 2020
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Prices have risen modestly since the mills first began raising prices.
Do you think prices will continue to rise over the next 60 days,
will they stall or will they begin to move lower?

- Prices will continue to rise
- Prices will stall at current levels
- Prices will begin to slide

© Steel Market Update 2020
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Is your company an active buyer of steel right now?

-Yes - No

© Steel Market Update 2020
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Donald Bly is a Managing Director at Applied
Value. Donald leads Applied Value’s Global
Sourcing, Supply Chain and Raw Material practices
globally. He is a Board Member on several of
Applied Value’s portfolio companies including:
Division 5 LLC, a metal fabricator in the industrial
building construction sector and Sourcing Value, a
digital platform focusing on raw material supply
chain analytics. He is the Chief Editor of Applied
Value’s Quarterly Steel Industry Report, which is
read by thousands of industry professionals
globally across steel-consuming industries. Donald
is a trusted advisor to many Fortune 500 clients,
and has worked extensively with steel-consuming
manufacturers on strategy and execution to drive
short and long-term financial & operational impact

SteelMarketUpdate.com/blog/SMU-Community-Chat-Webinars
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Applied Value

Empire State Building
350 Fifth Ave. Suite 5400
New York, NY 10118
Phone: +1 646 336 4971

www.appliedvaluegroup.com

SMU Community Chat

Webinar

June 2020
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SMU Webinar

Applied Value is a management consulting & investment firm with deep
expertise in supporting clients throughout the steel industry.

Applied Value Group Steel Sourcing Strategies
] :  Experience Game Changers
.o' - & i with dozens 2
[\ = g = = i of major steel
i i consumers... : :
Investments Management Res S(?r?ls?llailit TECTRICEl Savings
Consulting P y
Selected Risk Management
portfolio companies
............................ L D LD
Manage Component Costs
E— 5°“"°'"° APPLIED VALUE
Value Chain Optimization
@ Fact-based Negotiations -..across
multiple
ROI driven Practical over Global industries from
theoretical perspectives Control of Data 10k-10M MT
volumes
Fact-based Hands-On 5 Tools & Data Analytics

3 Main Offices support global b i .
clients across all 6 continents: New York g Stockholm Shangha
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Automotive has been a large contributor to the reduction in US steel
production/demand as a result of COVID impacts.

US Crude Steel Production, MMT
Jul 19 — Jun 20
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% of US steel shipments by Industry
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North America Crude Steel Production is down
~32% since February when COVID hit the US

Most of this decrease coincides with the timing of
automotive production stoppages

100% Industry

COVID Demand

x‘ Construction

—&»  Automotive

é\b Heavy Equip

Energy
6% Appliances
|
0,

“April construction
spend is up 3% YoY”

“Near 0 production *
mid-Mar to mid-May

“Machinery ship. down
16% MoM March-April”

“US QOil Prod. dropped
11% from March-May”

“‘Reduced production
to re-tweak lines”

Sources: AlSI, Statista, World Steel, Applied Value Analysis

»  Automotive facilities were shut down for ~8 weeks or

~40% of 2020 year to date

> This implies that roughly ~85% of the decline in
production can be attributed to Automotive
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As the impact of COVID-19 intensified in March-April, Auto production
ground to a halt, declining to near zero even while sales only fell ~35%.

US Vehicle Sales, Inventories and Production, Indexed Jan-20
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Revenue and EBIT performance of “Big 3” auto-makers, BUSD & BEUR

FIAT CHRYSLER AUTOMOBILES “
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Sources: St. Louis Fed, Cap 1Q, Company Annual Reports, Applied Value Analysis
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Most OEMs have put forward a plan to reopen by June across most plants
with relatively quick targets back to Pre-COVID capacity.

@,
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Plants reducing shift . . GM forced to push back
count and length to Growing Mexican COVID case count has

; addition of 3™ shift one
allow for increased delayed some plant openings — Puebla

X week due to parts
cleaning measures aytlerse &l He el plaris slosee shortages from Mexico
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With lower volumes & demand, utilization has dropped significantly,
encouraging a competitive environment for steel buyers in sourcing.

US Domestic Utilization Rates, % of total capacity

90%

— Capacity Utilization % Mill capacity utilization in the US

has dropped to the lowest level in

the last decade, although still not
near lowest levels seen in ‘08

85%  g29p

80%

75% Steeper dive
70% 2008/2009
- 38.3%

5%
60%
55% 53%

Jan-20
50%
Feb-20 Mar-20 Apr-20 May-20 Jun-20 June 2020 2009 Avg. Dec 2008

Buyers have continued to source steel “normally” with typical negotiation flows...the current environment
is particularly competitive for buyers as suppliers are hungry for business

gy gy gy
-, . - /-s - . ~ .
$ Competitive Environment N\, Quicker Response Time k& Shorter Lead-Times
Suppliers have been eager & hungry to Additional resource bandwidth means Slightly shorter lead-times, although
guote business shorter amount of time for RFQs increasing with shuttering capacity é
Source: AlSI
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A survey in the end of March indicated that OEMs were focused on tactical
short-term strategies...now most are focused on longer-term implications

Participating (o) u@ ﬂ K @ e D 28 E\

Industries Auto Construction ~ Consumer Energy Healthcare Other Mfg.  Pulp & Paper Services Transport

83%

Only 41% 82%

of respondents believe

of respondents believe this is of respondents believe their COVID will reduce savings
the important issue affecting organization is able to take on a by a 0/ ava
their org. in the last 5 years disruption of this magnitude 2 5 /0 '

Reactions & Thoughts Strategies
Most respondents experienced shortages & increases in lead- o _ .
times, among other things Supplier risk mgmt. 58%
Change transportation _ 54%

I 5
- B

Increase safety stock
Increase inventory levels

Secondary source use _ 50%
Tier 2/3 monitoring _ 42%

Alternate supplier sites - 29%

Extend payment terms - 29%

Secondary supply base _ 63%
Become dual sourced _ 50%

Tier 2/3 visibility 33%
Re-evaluate make v. buy 29%

Lead times increase
Supply shortages

Protective measures

Short-Term
Strategies

Supplier liquidity issues
Secondary source reliance

Higher costs

As most OEMs are
coming out of COVID
Supplier compression 25%  challenges, they are

[y Increase in automation 8% now focused on
= [ - | ° longer-term,
_ 33% Mfg. footprint changes [ 4% impactful strategies

Source: Applied Value Sourcing Survey

Automotive respondents believe COVID will have
permanent, lasting damage on their supply chains

Long-Term
Strategies




SMU Webinar 8

Companies are increasingly considering moving production closer to home
as the risks of disrupted supply chains have become more visible.

Benefits of near/reshoring from China despite potential increased cost

Shift away from China Nearshoring (ex: Mexico)
Increased volatility & global scrutiny Increased supply chain control Highest supply chain control
Increased labor costs Lower labor costs Best response times
Politics, trade, and tariffs Proximity to end-use OEMs Reduced delivery & distribution costs
Poor IP protection Shorter lead times Robust protection of intellectual property

64% of manufacturing
& industrial
companies likely to

near/reshore due to
COVID-19 concerns < 53% of businesses
reported difficulty

. receiving COVID-
< related supply
15% increase in MX - chain info from their

imports since 2017, -y Chinese suppliers
mostly at expense of China

Proposed strategy to decide whether to near/reshore supply chain

Assess current state; Site scoring new Cross-functional Negotiations &
components to shift locations & suppliers business cases ramp-up

Sources: Applied Value White Paper: “Optimizing Supply Chain & Commodity Strategies”, Kearney, Supply Chain Dive, CSIS, Atlantic Council

0
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In addition to nearshoring, OEMs are employing Supplier Financial Risk and
Re-Evaluating Category Strategies, given the impact of COVID-19.

Supplier Financial Risk

Re-Evaluate Category Strategies

Evaluate supplier financial performance
to avoid disruptions & anticipate compression

Determine adjustments in supply chain &
footprint for flexibility and control

» Create dynamic financial evaluation models » Make vs Buy

» Develop real-time scorecards » Value Chain Set Up

» Proactive supplier compression, when needed »  Flexibility

Re-evaluate Category
SMU Weekly Series 15 COVID-19 Supply Chain Impact Strategies

Most companies have supplier portals that contain static financial OA well-defined category strategy is crucial for sustainable advantage &
information, but lack dynamic models that are forward-looking. should be based on cost, quality, capacity & delivery performance.

Dynamic Evaluation Model: Financial Assessment Maintaining an up-to-date strategy requires continuous development; the analyses continuously need to be

revisited are Make vs. Buy, Value Chain Setup & Flexibility assessments

Metrics Purpose

Quick ratio
i 5 Flexibility Assessments
Liauidity [ Show the fin's abilty to met ts current obligations m m

Cash to sales

Profitability g:;:.ﬁ: sqnmmargh
Gross margin

Measure the performance of the company and its ability to control expenses
and to eam & retum on the rescurces committed to the business

Ratios

Evaluate the firms” capital structure in terms of the mix of its financing scurces
and the ability of a firm fo safisfy its langer-term debt and investment
ohligations.

» Fmed asset turnover
Efficiency : Days sales in Provide abaut 's abiiity to control expenses and fo
Ratios + Days payables outstanding 2arn a return cn the resources committed to the business
» Days sales in inventory
Cash Access [ P;d":i';';;:yszm'nm; Identify if the supplier has. access to additional liquidity during economic
Indications sudden economic downfums.  JOWMUMS / crisis and i raditional access becomes imited

Many supp risk or also rely on D&B or other creditagencies that often
lag real-time and do not provide insights into future scenarios

Leverage Debt to assets
Ratios Debt to equity

* In house production requires

*  Lack of proper evaluation leads

significant CAPEX & OPEX

1o missed opportunities
Evaluate current & incoming
categories based on strategic
importance of the product
Perform comprehensive risk
and Total Cost of Ownership
analyses do make educated
Make vs. Buy decisions

Increased insight & control
along the value chain lets
buyers protect against changes
in raw material pricing
Investigate implementation
of managed buy programs for
indirect raw material

Managed buy programs allows
the sourcing organization to
tailor the raw material risk
after its own requirements

«  Flexibility is managed through

three main levers

Multi vs. Single sourcing:
Multi sourcing provides
significant risk mitigation thru
diversification

Supplier qualification: a
quick and robust supplier
qualification program mitigates
risk from systemic disruptions
Supply change efficiency:
Organization preparedness for
unplanned disruptions
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Donald Bly

Managing Director & Head of Raw Matl. Practice

Empire State Building

350 Fifth Ave. Suite 5400 +1 440 759 3894
ngx York, NY 10118 Donald.Bly@AppliedValue.com

SOURCING VALUE
“Digital Steel Sourcing for the 21st Century”
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Automate and enhance your steel ’

Social
Responsibility

Management
Consulting

sourcing process to save time and money

Investments




SMU Weekly Series 11

Appendix: US Midwest HRC Pricing vs. Futures Curves.

US HRC Actual vs. Futures Curves, $/MT
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Source: Applied Value Analysis, CME
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Thank you for attending our SMU Community Chat Webinar.

A special thank you to Mr. Bly for his participation in today’s
community chat.

Join us next week in CRU’s Annual New York Steel Briefing
webinar Tuesday, June 23rd at 10 AM ET: www.crugroup.com

Our next webinar will be Wednesday, July 1st at 11 AM ET.

To contact John Packard — John@SteelMarketUpdate.com

For information about subscribing to SMU contact Paige Mayhair
at Paige@SteelMarketUpdate.com

Stay safe and stay tuned to Steel Market Update.
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CRU SUPPORTS STEEL

Your market intelligence solution
G across the entire supply chain.

RAW MATERIALS PRICES ¢ ANALYSIS *» FORECASTS » COSTS * CONSULTING

Iron Ore  Manganese  Met Coal

Met Coke | Silicon Vo4
Thermal Coal | NEWS
E' Steel disruptions tracker l
STEEL PRODUCTION
Crude Steel | Ferroalloys MANUFACTURING Cond=g Siiigiass stest St ﬂ. x
Zinc

Steel Plate Steel Sheet
Steel Longs

/

o 30N
STEEL SCRAP

Metallics

END USE

Economics Global Trade

\dentifying price fioors during the Covid-19 crisis

Learn more

Get in touch for more information or a demo
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When you need answers... www.SteelMarketUpdate.com




	Webinar June 17, 2020.pdf
	Applied Value_SMU Webinar_061720.pdf

