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SMU Newsletter developed for active buyers & sellers of flat rolled steel.
Prices — Momentum — Trends — Analysis — with a guarantee
For more information visit www.SteelMarketUpdate.com
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Date Event Status Venue

July 19-20 SMU Steel 101 Workshop Virtual Online

Georgia International Convention

August 22-24 SMU Steel Summit Conference Live Center, Atlanta, Georgia

August 22-24 SMU NexGen Leadership Award Link  SMU Steel Summit Conference

If you would like more information about any of our workshops, you may visit
SteelMarketUpdate.com/Events or e-mail our team at Events@ SteelMarketUpdate.com
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SMU Flat Rolled Market Trends Analysis STEEL MARKET UPDATE
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Steel 101 Workshop, Severstal Dearborn 2012
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Our goal is to provide quality information
to the flat rolled steel industry.

We invite over 600 companies to
participate in our surveys.

All responses are kept confidential and
are never attributed to the individual or
company responding.

To become a data provider, contact
Brett@ SteelMarketUpdate.com



mailto:Brett@SteelMarketUpdate.com
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Don't just read our data, see your
company's experience reflected in it.

Contact Brett@SteelMarketUpdate.com
for participation information.
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SMU Steel Prices vs Lead Times STEEL MARKET UPDATE
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— SMU Hot Rolled Price Average — SMU Hot Rolled Lead Times
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Steel Mill Lead Times by Product STEEL MARKET UPDATE
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SMU Lead Times Comparison
January 2020 through June 23, 2022
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SMU Price Negotiations on New Steel Orders
June 2021 through June 23, 2022

100% -
90% A
80% -
70% A
60% -
50% -
40% -
30% -

20% ~

% of Buyers Reporting Mills Willing to Negotiate

10% -

0%
Jun-21 Aug-21 Oct-21 Dec-21 Feb-22 Apr-22 Jun-22

= Hot Rolled == Cold Rolled Galvanized = Galvalume = Plate

© Steel Market Update 2022




Service Center Inventories STEEL MARKET UPDATE
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Shipping Days of Supply — Flat Rolled
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How are you seeing demand for your products?

B Demand is improving
Il Demand is stable
Bl Demand is declining
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Steel Buyers Sentiment S

Down 11 points to +59 part of the ] Group

Steel Market Update Steel Buyers Sentiment Index

100 - 100
90 Il 2021 [ 2022 L 90

79
84
78
83
83
77
78
73
75
72
5

-100 - - -100
Q1 Q2 Q3 Q4

© Steel Market Update 2022




.

Future Prospects STEEL MARKET UPDATE

part of the m Group

Would you describe yourself as optimistic or pessimistic
about your prospects in the second half* of 20227

B optimistic Il Pessimistic

May 26, 2022 June 9, 2022 June 23, 2022

* May survey participants were asked about their Q2 2022 prospects, while June participants were asked about H2 2022.
© Steel Market Update 2022
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Manufacturer and Service Center L ——

Inventory Buying Patterns part of the [ arou
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Timna Tanners STEEL MARKET UPDATE
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Timna Tanners is a Managing Director at Wolfe
Research. She has covered the Metals and Mining
sector since 2002. She was ranked #1 in Metals and
Mining in the Institutional Investor All-America Research
Poll from 2013 to 2018. Before joining Wolfe Research,
Tanners worked as a Managing Director at Bank of
America, where she covered metals and mining not only
in North America but in Latin America as well. She
began her career in 2002 at UBS. Tanners has a BA in
politics from Pomona College, an MS in journalism from
Northwestern University, and an MBA from UCLA. She
IS based in New York.

www. SteelMarketUpdate.com/blog/SMU-Community-Chat-Webinars




Pricing analysis - bottoms up and top down

Steel Market Update Community Chat
June 29, 2022

Timna Tanners

(646) 582-9290
ttanners@WolfeResearch.com
tannersteam@WolfeResearch.com

This report is limited solely for the use of clients of Wolfe Research. Please refer to the DISCLOSURE SECTION located at the end of this report for Analyst Certifications and Other
Disclosures. For Important Disclosures, please go to www.WolfeResearch.com/Disclosures or write to us at Wolfe Research, LLC, 757 Third Avenue, 6th Floor, New York, NY 10017

LFE

RESEARCH
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Sheet Storm is brewing W LFE
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More supply, less demand = tough C-Suite decisions

What a difference two wks make — Mills were excited about record Q2 profits, now investors tell me I’m too bullish

Toughest test yet of supposed new mill discipline... who wants to hand off market share to a new entrant?
Dearth of auto activity forces more tons into the spot market.

U.S. sheet market share (2021)* U.S. HRC forward curve ($/st)
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U.S. vs global — Premium still too high WRE!'E;EE

Looking globally, U.S. prices can fall ~$100/t to post $232 premia vs China, and ~$200/t to pre S232 premiums to Europe

U.S. vs China HRC spread ($/st) U.S. vs Germany HRC spread ($/st)
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Bottoms up: Scrap plus
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On a bottoms-up basis we expect a wider gap than historical on pig iron tightness for now.

Assuming conversion costs of $250/t, EAF mills are firmly in the black until ~$700/t at recent shred prices.

U.S. HRC vs shredded scrap

1,900
1,700
1,500
1,300
1,100
900
700
500
300

100

Jun-17

Feb-18

Oct-18

——HRC ($/1)

Jun-19

Feb-20
Oct-20

Shredded scrap ($/t)

Jun-21

Feb-22

Near-term iron units remain
somewhat scarce without
Russia...

However, new pig iron capacity
and new DRI/HBI from SDlI,
others can help ease prime
premiums and “stronger-for-
longer” sheet price support.
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Conclusions: It was fun while it lasted... P ESEARCH

The good

= Demand has resilience in infrastructure, non-res construction (late-cycle), energy, auto; re-shoring can also support the region
= Fewer mills with better balance sheet health can drive greater discipline than in the past

= U.S. mills hold a relative advantage as global mills look to decarbonize

= Chinese stimulus could reduce exports

= Late summer disruptions look possible due to labor negotiations (X, CLF, STLC) that could turn contentious

The bad:

= New capacity is arriving, unfortunately coinciding with some demand weakness

= Sheet prices can continue to slip, with support potentially from import arbitrage at best or marginal cost mill at worst

= Global raw materials prices easing can herald lower global breakevens, and supply chain normalization makes imports easier
= A further wave of capacity additions comes from NUE’s new sheet mill and 7Mt of new sheet capacity in Turkey, rebar too...

= Fuel challenges won’t abate anytime soon; Europe faces an energy crisis that already seems to be crushing its demand

The ugly:

* The Fed could go overboard and bring on a prolonged recession
= Rising interest rates can stifle activity, and lead service centers to hold less inventory

= Risk Chinese exports stay high, Russia flooding mkt at low prices drives down Asian prices for a while
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DISCLOSURE SECTION

Analyst Certification:

The various Wolfe Research, LLC analysts who are primarily responsible for this research report certify that (i) the recommendations and
opinions expressed in this research report accurately reflect the research analysts” personal views about the subject securities or issuers and
(ii) no part of the research analysts” compensation was, is or will be directly or indirectly related to the specific recommendations or views
contained in this report.

Other Disclosures:

Wolfe Research, LLC Fundamental Stock Ratings Key:

Outperform (OP): The security is projected to outperform analyst's industry coverage universe over the next 12 months.

Peer Perform (PP): The security is projected to perform approximately in line with analyst's industry coverage universe over the
next 12 months.

Underperform (UP): The security is projected to underperform analyst's industry coverage universe over the next 12 months.

Wolfe Research, LLC uses a relative rating system using terms such as Outperform, Peer Perform and Underperform (see definitions
above). Please carefully read the definitions of all ratings used in Wolfe Research, LLC research. In addition, since Wolfe Research, LLC
research contains more complete information concerning the analyst’s views, please carefully read Wolfe Research, LLC research in its
entirety and not infer the contents from the ratings alone. In all cases, ratings (or research) should not be used or relied upon as investment
advice and any investment decisions should be based upon individual circumstances and other considerations.

Wolfe Research, LLC Sector Weighting System:

Market Overweight (MO): Expect the industry to outperform the primary market index for the region (S&P 500 in the U.S.) by at least
10% over the next 12 months.

Market Weight (MW): Expect the industry to perform approximately in line with the primary market index for the region (S&P 500
in the U.S.) over the next 12 months.

Market Underweight (MU):  Expect the industry to underperform the primary market index for the region (S&P 500 in the U.S.) by at
least 10% over the next 12 months.

Wolfe Research, LLC Distribution of Fundamental Stock Ratings (As of May 31, 2022):

Outperform: 53% 6% Investment Banking Clients
Peer Perform: 38% 3% Investment Banking Clients
Underperform: 9% 0% Investment Banking Clients
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Wolfe Research, LLC does not assign ratings of Buy, Hold or Sell to the stocks it covers. Outperform, Peer Perform and Underperform are
not the respective equivalents of Buy, Hold and Sell but represent relative weightings as defined above. To satisfy regulatory requirements,
Outperform has been designated to correspond with Buy, Peer Perform has been designated to correspond with Hold and Underperform has
been designated to correspond with Sell.

Wolfe Research Securities, Wolfe Research Advisors, LLC and Wolfe Research, LLC have adopted the use of Wolfe Research and The
Wolfe Daily Howl as brand names. Wolfe Research Securities, a member of FINRA (www.finra.org) and the National Futures Association,
is the broker-dealer affiliate of Wolfe Research, LLC. Wolfe Research Advisors, LLC is the SEC-registered investment adviser affiliate of
Wolfe Research, LLC. Wolfe Research Securities and Wolfe Research Advisors, LLC are responsible for the contents of this material. Any
analysts publishing these reports are associated with each of Wolfe Research, LLC, Wolfe Research Securities and Wolfe Research
Advisors, LLC.

The Wolfe Daily Howl is a subscription-based service for Institutional investor subscribers only and is a product of Wolfe Research, LLC.
The products received may contain previously published research which has been repackaged for Wolfe Daily Howl subscribers. The types
of services provided to you by Wolfe Research, LLC, vary as compared to that provided to other external clients of Wolfe Research. Wolfe
Research, LLC, its directors, employees and agents will not be liable for any investment decisions made or actions taken by you or others
based on any news, information, opinion, or any other material published through this service.

The content of this report is to be used solely for informational purposes and should not be regarded as an offer, or a solicitation of an
offer, to buy or sell a security, financial instrument or service discussed herein. Opinions in this communication constitute the current
judgment of the authors as of the date and time of this report and are subject to change without notice. Information herein is believed to be
reliable but Wolfe Research and its affiliates, including but not limited to Wolfe Research Securities, makes no representation that it is
complete or accurate. The information provided in this communication is not designed to replace a recipient's own decision-making
processes for assessing a proposed transaction or investment involving a financial instrument discussed herein. Recipients are encouraged
to seek financial advice from their financial advisor regarding the appropriateness of investing in a security or financial instrument referred
to in this report and should understand that statements regarding the future performance of the financial instruments or the securities
referenced herein may not be realized. Past performance is not indicative of future results. This report is not intended for distribution to, or
use by, any person or entity in any location where such distribution or use would be contrary to applicable law, or which would subject
Wolfe Research, LLC or any affiliate to any registration requirement within such location. For additional important disclosures, please see
https://www.WolfeResearch.com/Disclosures.



The views expressed in Wolfe Research, LLC research reports with regards to sectors and/or specific companies may from time to time be
inconsistent with the views implied by inclusion of those sectors and companies in other Wolfe Research, LLC analysts’ research reports
and modeling screens. Wolfe Research communicates with clients across a variety of mediums of the clients’ choosing including emails,
voice blasts and electronic publication to our proprietary website.

Copyright © Wolfe Research, LLC 2022. All rights reserved. All material presented in this document, unless specifically indicated
otherwise, is under copyright to Wolfe Research, LLC. None of the material, nor its content, nor any copy of it, may be altered in any way,
or transmitted to or distributed to any other party, without the prior express written permission of Wolfe Research, LLC.

This report is limited for the sole use of clients of Wolfe Research. Authorized users have received an encryption decoder which legislates
and monitors the access to Wolfe Research, LLC content. Any distribution of the content produced by Wolfe Research, LLC will violate
the understanding of the terms of our relationship.
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Anton Posner — July 13th STEEL MARKET UPDATE
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Anton Posner is Chief Executive Officer of Mercury
Resources LLC. Mercury Resources provides full supply
chain services to the global metals, steel, and industrial
commodity markets. Founded in 2016, Mercury Resources
has diverse experience providing total solutions to producers,
consumers, trading companies and banks involved in the
commodity trade space.

Prior to joining Mercury Resources, Anton was Chief
Executive Officer of CWT Commodities USA, the North
American unit of the Singapore based global logistics and
financial services company CWT Limited. Over his career
Anton held positions at supply chain management companies
and steamship lines including sales and marine operations.

www. SteelMarketUpdate.com/blog/SMU-Community-Chat-Webinars
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Thank you for attending our SMU Community Chat. And a special
thank you to Mrs. Tanners for her participation today.

To contact Michael Cowden: Michael@ SteelMarketUpdate.com

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

To participate in our survey contact Brett Linton:
Brett@ SteelMarketUpdate.com

To become a data provider for our service center inventory report,
contact Estelle Tran: Estelle. Tran@CRUGroup.com

Stay safe and stay tuned to Steel Market Update!


mailto:Michael@SteelMarketUpdate.com
mailto:Paige@SteelMarketUpdate.com
mailto:Brett@SteelMarketUpdate.com
mailto:Estelle.Tran@CRUGroup.com

CRU SUPPORTS STEEL

Your market intelligence solution
é across the entire supply chain.
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When you need answers... www.SteelMarketUpdate.com




