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Steel distributors' margins in the European 

Union have not fully recovered from the 

global economic crisis, and subdued regional 

growth prospects have led several to seek 

growth in the more lucrative North 

American market or eastern Europe, the 

Middle East and Latin America. 

Compounding the market problem is a 

structural one: the EU distribution system, 

which accounts for about 62% of regional 

steel supply to end-users, is largely 

controlled by mills, whose direct sales to end

-users meanwhile account for the remaining 

38% of the market. A fight for tonnage with 

independent distributors has ensued, amid 

persistent overcapacity and prospects for 

zero growth in distributors’ sales this year.   

“Margins are low due to overcapacity in 

steel distribution, mill tied and 

independents, in a no- growth market,” said 

Eurometal, the Luxembourg-based EU steel 

distribution association. Together with its 

national associates, Eurometal groups 

around 3,100 distribution companies, of a 

total of around  5,000 active in the EU: a 

number which is, moreover, in decline 

Distributors fight for tonnage in EU: look abroad  

Welcome to Platts SBB Insight 

After what looked like a brighter first 
half in the European Union, with a 
strengthening Euro, economic growth 
rates in some EU countries may now be 
slowing again, according to indicators 
published by the Organisation for 
Economic Co-operation & Development 
(OECD) this week. Performance is 
looking critically weak in countries 
including Italy, Germany and France, 
and the International Monetary Fund 
has warned of the possibility of a new 
Eurozone recession.  This is bad news 
for the region’s steel distributors, who 
are still struggling to raise margins after 
the crisis of 2009, in a market 
dominated by major mills, where 
growth has been taken up by imports 
and there is an estimated 30% 
overcapacity.  As the UK’s National 
Association of Steel Service Centres said 
in its latest report, global and European 
steel production remains too high for 
steel mills of any size to make 
acceptable economic returns, leading 
producers and distributors alike to face 
real issues about long-term viability. 
France’s Fers et Metaux de Paris, an 
independent stockholder, claims the 
“cohabitation” between independent 
and mill-owned distributors is one 
factor depressing EU steel prices. Low 
returns in Europe have encouraged 
several key distributors to seek 
expansion opportunities elsewhere, and 
particularly in the US, where 
distributors operate independently 
from the mills, are therefore more 
responsive to demand factors and tend 
to achieve better margins than their EU 
counterparts.  

Dogged by overcapacity and weak prices amid an uncertain economic scenario, key distributors are seeking higher 

margins outside the European Union, and particularly in the US  
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Rebar prices have been higher in the US than in EU since the crisis  
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due to mergers and acquisitions, as 

well as liquidity problems, especially in 

southern Europe.  “Eurometal estimates 

that there is a pending overcapacity in 

steel distribution averaging between 20 

to 30% depending on business model 

and product and service offer,” it said.  

Overall, EU distribution prospects 

remain stagnant. Sales by EU steel 

distributors continued flat in Q2 at year-

earlier levels,   amid weak industrial 

performance in several European 

nations. Early indications are that sales 

in July and August  also continued flat,  

and Eurometal expects zero growth 

over 2013 for the rest of this year. 

“Distribution sales are a rather smart 

indicator of real steel demand,” the 

association said. “In main steel market 

Germany, industrial production is 

forecasted to be at best stalled. France 

and Italy are forecasted to have lower 

industrial production. Only Spain and 

Poland will be positive spots in this 

picture. So these forecasts are really not 

boosters for steel demand forecasts.”   

ArcelorMittal, ThyssenKrupp, Tata Steel 

and independent distributor Klöckner & 

Co are among major EU steel 

distribution and processing companies 

to have reported improved margins in 

the first half of the year. But recent 

statements and business activity show 

one of their priorities continues to be to 

expand distribution operations outside 

Europe.  Gonvarri Steel Services and 

steelmaker Saarstahl are also among 

those reaffirming such a commitment. 

“It is part of Saarstahĺ s strategy to 

further access new markets and regions 

outside its core markets in Europe”, the 

German firm stated this week, when 

asked about prospects in the 

distribution sector. 

US seen as attractive market for 

expansion 

The US, where steel market recovery is 

more consolidated than in the EU and 

sales prices tend to be higher partly 

because distributors are not mill-

dependent, is one of the key areas 

where distributors have chosen to 

expand.  

Margins for steel distribution in the EU 

tend to be in the region of 2-3%, while in 

the US they may be between 4-7%, 

according to Seth Rosenfeld, European 

metals and mining equity research 

analyst with investment bank Jefferies 

International.  “In the EU many large 

distributors are owned by steelmakers, 

as is the case with Salzgitter, 

ArcelorMittal, ThyssenKrupp: these can 

sell at discounted prices, putting 

pressure on independent distributors, 

such as Klöckner.  In the US steel 

distribution centers are more 

independent.”  

According to one major German 

distributor, mills in the US have given 

distributors a clear function aside from 

their own direct end-user business. 

“This leaves room for sound margins,” 

he said. “Another reason for the 

difference in price levels is that the 

distribution market in Europe is much 

more fragmented, entailing much higher 

competition. Furthermore, I would 

believe that the anti-dumping/

countervailing duty measures of US 

authorities ensure that imports will not 

drive domestic prices down.”  

Eurometal claims that due to the use of 

different business models and end-user 

structures, “Europe and Americas are 

not playing in the same steel 

distribution market league. Presently, 

average margins in the Americas are 

significantly higher than margins in EU 

steel distribution.” 

ThyssenKrupp Materials and Klöckner 

are among distributors apparently 

making a firm bet on expansion in the 

US after returning to profit this year. 

Germany-based ThyssenKrupp Group 

reported a profit turnaround in the first 

nine months of its current accounting 

year, with earnings before interest and 

taxes (ebit) seen doubling in the full 

year. Still, business volume in its Steel 

Europe business area fell due to 

disposals and low prices while its 

distribution and processing Materials 

Service business area achieved higher 

volumes “in a difficult price and 

competitive environment”, raising sales 

by 12% from a year earlier to EUR9.8 

billion ($12.42 billion) although ebit 

stayed flat. ThyssenKrupp Materials is a 

truly global concern, with more than 

20,000 employees at over 500 locations 

in 34 countries with 250,000 customers, 

active in the processing and distribution 

of non-ferrous metals, plastics and raw 

materials as well as steel. One of its 

major outlets is ThyssenKrupp Materials 

NA, which has over the last 20 years 

established operations at more than 90 

sites in North America, and also has a 

subsidiary in Mexico, importing 

materials for automotive and other 

industries.  ThyssenKrupp Materials NA 

has over 2,900 employees and 

annual sales of $2.5 billion. → 

→ 
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“The America region is the second 

biggest in our international materials 

trading business and a prime target 

when investing in our future,” said 

Joachim Limberg, ceo of the Materials 

Services business area, while opening a 

new 100,000 sq ft steel, specialty steel 

and aluminum US service center in 

Woodstock, Alabama in March, which it 

is already planning to expand to 250,000 

sq ft.  “The new plant plays a lead role in 

our corporate strategy and represents a 

significant location for us.” 

ThyssenKrupp Materials Services has 

this year also further strengthened its 

market position in eastern Europe with 

the expansion of a service center in 

Budapest, Hungary, for slitting, cutting-

to-length and plasma cutting and 

opening of a new production shop. “The 

opening of the new service center 

continues our growth and success story 

in eastern Europe,” Limberg said, noting 

the company is also active in Poland, the 

Czech Republic, Russia, Bulgaria and 

Slovakia. 

In western Europe, however, prospects 

look trickier: Italy’s lossmaking Acciai 

Speciali Terni was integrated this year 

into Materials Services, which has now 

devised an action plan for the special 

steelmaker in conjunction with local 

authorities and trade unions, aimed to 

cut costs by more than EUR100 million a 

year and restore profit amid what 

Materials Services describes as “a 

challenging market situation and 

especially the existing overcapacities.”  

Klöckner, Europe’s largest producer-

independent distributor of steel and 

metal products, and a leading steel 

service center provider in both 

European and US markets, reported a 

marked improvement in H1 margins, 

with earnings before interest, taxes, 

depreciation and amortization (ebitda) 

leaping 41% from year-earlier levels to 

EUR101 million on sales shipments 

which rose 0.5% to 3.4 million mt 

despite the scaling-back of low-margin 

business. Sales declined by 2.1% to 

EUR3.3 billion on currency factors and 

lower steel prices in Europe: however, 

the focus on higher-margin business 

enabled the company’s gross profit 

margin to rise to 19.3% from 18.3%, and 

gross profit to rise by 3.1% to EUR627 

million. 

The company has been unequivocal in 

stating how its strategy to expand into 

the US market has lifted the company’s 

fortunes.  “After returning to profit in 

the first quarter, we sustained the 

upward trend in the second quarter too, 

despite conditions in Europe remaining 

difficult,” said Gisbert Rühl, Klöckner’s 

ceo. “This shows that the expansion of 

our activities in the US and the very 

comprehensive restructuring measures 

are already proving increasingly 

effective.” 

Klöckner has now fully consolidated its 

2011 EUR404 million purchase of 

Macsteel Service Centers USA Inc., one 

of the USA’s leading metal service 

center companies, with 30 locations, 

and which generated sales of around 

$1.3 billion in 2010, with 1,200 

employees. Klöckner is now 

strengthening its market position by 

more than doubling its sales in the US 

and is expanding its product and service 

range through expansion of its high 

value-adding steel service center 

business, the company said this week.  

“The US share of total turnover will 

increase further with the expected rise 

in steel demand and the lagged effects 

of the restructuring measures in Europe. 

Over the medium term, we are aiming 

for an additional increase in this share 

from the 43% attained in 2013 to more 

than 50%,” a spokesperson said. 

Klöckner expects European steel 

demand to rise by 2% to 3% this year, 

driven primarily by growth in machinery 

and mechanical engineering as well as 

the automotive industry. In the USA, 

steel demand should increase by 4% to 

5%, due to the very robust automotive 

industry and the upturn in commercial 

construction, it said in August. 

Klöckner made its latest acquisition in 

March, taking a majority stake in Swiss 

rebar processor Riedo, which had sales 

of almost EUR140 million last year and 

was described as highly-profitable.  

Although the company could still 

consider further European acquisitions, 

Klöckner was “especially” interested in 

the US where it sees more growth 

potential, Rühl confirmed.  

Europe, Rühl said, was still a “difficult 

environment” where the southern 

countries in particular were continuing 

to struggle. “France is not making 

progress and has declined further. 

Northern Europe is running better but 

Germany’s growth in the last quarter 

was slightly negative. If we have another 

minus in Q3 then technically we are in a 

recession,” he said.  

 → 

→ 
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In Spain, where Klöckner operates 

25 sites, Rühl said the bottom of the 

market had been reached but there 

were opportunities in machinery rather 

than construction. “But it will take time. 

We don’t see a quick recovery but the 

business environment may continue to 

slightly improve. There are no plans at 

the moment to close any more sites in 

Spain,” he said. 

Sources close to Klöckner report that in 

2012 the company stopped selling heavy 

beams to the construction sector in 

Holland where it has this year also closed 

a 25,000 square meter warehouse 

because the reported margins of just 

EUR20-40 mt for beams weren’t enough 

to cover costs.  The company didn’t 

formally confirm this information.    

Rühl said he was “increasingly 

optimistic” about the company’s 

prospects in North America, where the 

development of shale gas had boosted 

the oil and gas industry; its automotive, 

machine building, agricultural and 

mining sectors were also running well, 

he said. 

“Growth in the US is very strong. I must 

say that the US presents clear 

advantages for the [steel] industry. 

Energy costs are more favourable, and 

personnel costs are 30% lower than they 

are in Europe,” he added. 

Margins improve at ArcelorMittal 

Since 2007 ArcelorMittal, the world’s 

biggest steelmaker, has acquired or 

expanded steel distribution or 

processing operations increasingly 

outside the EU: in China, Brazil, Uruguay, 

Argentina, Mexico, the UAE and Turkey, 

as well as in European locations 

including the UK, Austria, Sweden, 

Slovakia, the Czech Republic and 

Luxembourg, expanding its total number 

of distribution facilities to 400 in more 

than 30 countries, processing 12 million 

mt/year for 200,000 active customers.  

The recent steel margin expansion at 

ArcelorMittal, the world’s biggest 

steelmaker, nonetheless favored its 

European operations: steel-only 

→ 
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 Klöckner made 24 acquisitions since its IPO in 2006   

Country Acquired (1) Company Sales (FY) (2) 

CH 2nd quarter 2014 (3)  Riedo €140m 

  2014 1 acquisition €140m 

Brazil May 2011 Frefer €150m 

USA Apr 2011 Macsteel €1bn 

  2011 2 acquisitions €1,150m  

USA Dec 2010 Lake Steel €50m  

USA Sep 2010 Angeles Welding  €30m  

GER  Mar 2010 Becker Stahl-Service €600m  

CH Jan 2010 Bläsi  €32m 

  2010 4 acquisitions €712m 

US Mar 2008 Temtco €226m 

UK Jan 2008 Multitubes €5m 

  2008 2 acquisitions €231m  

CH Sep 2007 Lehner & Tonossi  €9m  

UK Sep 2007 Interpipe €14m  

US  Sep 2007 ScanSteel  €7m 

BG Aug 2007 Metalsnab €36m 

UK Jun 2007 Westok €26m 

US May 2007 Premier Steel €23m 

GER Apr 2007 Zweygart €11m 

GER Apr 2007 Max Carl €15m 

GER  Apr 2007 Edelstahlservice €17m 

US Apr 2007 Primary Steel €360m 

NL Apr 2007 Teuling €14m 

F Jan 2007 Tournier €35m 

  2007 12 acquisitions €567m 

  2006 4 acquisitions €108m 

(1) Date of announcement (2) Sales in the year prior to acquisitions (3) The transaction 
is still subject to normal closing conditions but has already been approved, with a differ-
ent transaction structure, by the Swiss Competition Commission  

Source: Klöckner   
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Europe ebitda grew 39% in Q2 from 

a year previously to $68/mt, compared 

to a 31% growth in the company’s 

NAFTA area steel ebitda to $46/mt in the 

same period. However, the 

improvement in Europe is from a 

relatively low point of comparison in 

2013, while the company said the Q2 

NAFTA figures were held back by severe 

weather and higher energy costs in H1. 

ArcelorMittal foresees an overall 

advance of 3% in its steel sales this year.  

“If you look at our European business 

you can see that margins have improved 

due to volume improvements and the 

results of cost optimisation,” a company 

spokesperson said. “The indices that are 

available on a public basis are saying that 

steel prices today are where they were 

at the end of last year, with raw material 

prices being lower.”   

Tata Steel is intent on beating the slack 

market and rising imports in Europe by 

developing new products and improving 

customer service.  Ebitda at its European 

operations increased by 28% in Q1 FY’15 

(the quarter ending June 30, 2014) from 

a year earlier while the ebitda margin 

improved by 58 basis points on deliveries 

that grew 2% from the previous year to 

3.2 million mt. “Ten new products have 

been launched so far this year, such as a 

new automotive steel grade which 

combines strength and formability, 

making it ideal for the crash-protection 

structure of vehicles. These efforts have 

resulted in the proportion of 

differentiated products in the 

operations’ sales rising by around a fifth 

compared to last year,” the company 

said. 

 Tata during the quarter started up 

processing centers in the Netherlands 

and Germany to support customers in 

Germany, a strategic market for the 

company, by supplying them with 

lighter, stronger steels. In northern 

Spain, Tata’s Layde service center and 

cold rolling works said in June that in a 

bid to overcome the depression in the 

domestic market, the company was 

considering moving away from 

commodity-grade steel production and 

into higher value-added output, by 

installing a new pickling line to enhance 

product range and introduce new coil 

sizes for the automotive and 

construction industries. Layde was 

exporting more to obtain higher prices, 

as prices obtainable in Spain were “too 

low”, said the plant’s managing director 

Fernando Espada, noting at that time 

that only 40% of output from the Layde 

mill and service center was being 

channeled to the Spanish market. Tata is 

the third biggest service center operator 

in Spain in terms of automotive sector 

sales after Bamesa and Gonvarri. 

Gonvarri Group, a Spain-based steel 

service center company, has made a 

strategic decision to expand outside 

Europe.  Created in 1958 in Spain, the 

company has over the last 15 years 

focused on international growth and has 

interests in 30 steel service centers in 15 

countries, processing more than 3.6 

million mt/year steel with more than 

2,000 employees, achieving EUR2.2 

billion turnover in 2013.  The aim is to 

consolidate operations as “the no. 1 

independent SCC in Europe, whilst 

pursuing leadership in Latin America, 

with a relevant presence in NAFTA and a 

strategic position in Asia and South 

Africa” its website declares. As well as 

expanding into eastern European 

destinations in joint ventures in → 

ArcelorMittal reports Q2 steel margin growth in Europe, NAFTA, ACIS  

* Underlying EBITDA in 2Q’14 excludes $90 million relating to settlement of US antitrust litigation ** Brazil includes Brazil and neighbouring countries  

Source: ArcelorMittal 

→ 

hinese Domestic Iron Ore Price, ex-works, Shandong mine           
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Poland and Slovakia, Gonvarri has in 

recent years, and particularly since the 

2008 downturn,  made a priority of 

expanding further afield: into the US, 

Kazakhstan, Turkey, South Africa, Brazil, 

Argentina, Mexico, Colombia  and India.  

According to sources close to Salzgitter 

Mannesmann Handel, a mill-linked 

distributor active mainly in Germany and 

central Europe, overcapacity in Europe 

continues a problem in the EU 

distribution business, particularly in long 

products. 

Salzgitter, loss-making in 2013, trimmed  

losses in H1 after cutting production 

volumes and employee numbers at its 

Peiner Träger sections mill in what one 

source close to the company describes 

as “a strategy to contribute in a very 

small scale to overcome the 

overcapacity in Europe, which is a huge 

problem.”  The company has reduced its 

expected 2014 profiles and beams 

output to 950,000 mt from 1.3 million 

mt last year at the German mill to 

uphold prices,  but demand for these 

products in the EU still remains at 8 

million mt/year, compared to a capacity 

of 14 million mt, according to trade 

sources, which expect the mill to 

continue with a similar strategy next 

year. Demand for long products in 

France, for instance, is reported to have 

declined 3% up to the end of August 

from a year ago. Employee numbers at 

Peiner Träger  are being cut to 780 from 

1,350 over three years. 

Amid a slight uptick in flat products 

sales, Salzgitter has indicated to the 

market that it intends to  focus on higher

-value products that can compensate for 

the losses sustained on commodity 

grades, the trade sources said. The 

company sells up to 70% of its coil 

output to the automotive sector.  

“Markets for automotive steels are still 

not good, but average to good 

throughout Europe, having resumed this 

year in France where Peugeot is 

improving, ” the sources said. 

EU casualties abound,  M&A proceeds 

apace 

Casualties already abound in European 

distribution.  Spanish authorities 

confirmed last week that 15 companies, 

all part of steel distributor Ros Casares 

Group, officially filed for bankruptcy in 

July, with creditors of the 15 companies 

now having one month to file for a 

request for compensation. The 15 

companies include: Grupo Ros Casares, 

Corporacion Ros Casares, Oxicorte 

Francisco Ros Casares and Grupo 

Industrial Brava Steel. 

According to local media, Ros Casares 

has also filed for compensation from 

ThyssenKrupp in relation to the closure 

of the Galmed plant, near Valencia. This 

closure negatively affected the joint 

venture, Thyssen Ros Casares, which the 

two companies run. Ros Casares 

calculates the impact to be in the region 

of EUR29 million. 

M&A is also proceeding apace: Sweden’s 

SSAB will finalize by January the sale of 

certain Nordic steel distribution assets to 

be divested in line with the European 

Commission's terms for the approval of 

its merger with Rautaruukki, and has 

hinted further divestments of non-core 

assets may take place. 

SSAB confirmed  last week it is in 

negotiations with Tata Steel – joint 

owner of distribution units Norsk Stal AS 

and Norsk Stal Tynnplater AS, of which 

SSAB has a 50% ownership – but did not 

confirm whether it was willing to buy the 

shareholding or sell the asset as a whole. 

Swedish stainless steel producer Sandvik 

Materials Technology said in September 

it is selling its distribution business in 

Australia and New Zealand to 

Melbourne-based distributor Vulcan 

Steel. The divested operations include 

processors and distributors of stainless 

steel products and other corrosion and 

wear-resistant products in Australia and 

New Zealand, and achieved sales in 2013 

of SEK 930 million ($132.8 million), with 

operating margins of 7%.  “This 

divestment is well in line with Sandvik 

Materials Technology’s strategy to focus 

on attractive segments, such as energy – 

and exit businesses considered non-

core,” the company said.  

In April Swiss special steel producer 

Schmolz & Bickenbach (S+B) said it was 

selling several of its European 

distribution businesses as it tried to 

move away from sales of third-party 

products. S+B is understood to have 

received binding offers for the units in 

Germany, Austria, Belgium and the 

Netherlands and is expected to reach an 

agreement on their sale by the end of 

2014.  

In Scandinavia, all distributors are said to 

be streamlining their operations after 

successive years of weak 

demand.  “Margins are down and there 

are no signals that they will go up,”   

according to Markku Uitto, head of → 

→ 
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the Association of Finnish Technical 

Traders. The association’s  14 

members, which include both 

independent and mill-controlled 

distributors, including  Ruukki Metals, BE 

Group, Kontino, Tibnor, Celsa Steel 

Service and Onninen, are reporting 

volumes at the same level as in 2013 but 

say price competition is fierce “so the 

euros are somewhat down,” particularly 

as, due to import difficulties in Russia the 

Eastern European manufacturers and 

distributors are attempting to sell steel  

to Finland at low prices. 

Inventories are meanwhile considered 

relatively low: ArcelorMittal is reported 

to have stocks of 50-60 days’ worth of 

long products, compared to more usual 

levels of 70-80 days.  Other distributors 

are said to be holding inventories as low 

as 1 to 1.5 months’-worth of sales for 

both long and flat products, down from 

a 2-3 months’ inventory cycle before the 

2008-9 crisis. A EUR15-20 mt premium is 

being charged for just-in-time deliveries 

of flat products.  

There are however a few brighter spots : 

in the UK,  Barrett Steel, the country’s 

largest independent steel stockholder, 

has continued a recent spate of 

expansions, having started up a new 

general steel business in Bristol in a 

£250,000 ($405,000) investment, 

offering merchant bar, structural 

sections, hollow sections and flat 

products among others. 

The UK’s National Association of Steel 

Service Centres (NASS),  reports its 50 

members have “enjoyed good 

activity  levels in the first seven months 

of 2014 in both long and flat 

products, ahead of 2013,” with 

indications that UK demand for 

distributors’ core steel products, the 

lion’s share from service centers and also 

including imports,  could this year 

exceed the 6 million mt/year level that 

has persisted for the last four years.   

“But steel prices generally remain 

depressed. Margins have been 

squeezed, even on products that have 

higher value-added content and have 

been the best performers in terms of 

activity, such as heavy and structural 

hollow sections,”  said NASS’ director 

general Peter Corfield.  

Diana Kinch with the 

collaboration of Sara Macham  
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   What are …  

 ... Outsell prices?  

These are the prices at which 
stockholders and service centres sell 
steel to their customers. In normal 
market conditions the outsell price is 
higher than the price at which the 
steel was bought by the stockist from 
a mill, trader or other supplier 
because of the cost incurred in 
breaking large mill-size orders into 
much smaller consignments. 

For more steel terms go to: steelbb.com > steel 

news > steel glossary 
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4th Annual Steel Supply Chain 

Back for the 4th time, Platts annual Steel 

Supply Chain conference will again 

debate all that matters for each part of 

the steel supply chain in one action 

packed day. Backed with a number of 

high level industry speakers, the theme 

of this year’s event is discovering new 

and innovative supply chain processes to 

boost competitiveness long-term in 

today’s still challenging economic and 

industry environment.  
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Steel Supply Chain Antwerp 
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Steel Training Course Dubai 
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