
Steel is a key input in the construction,
mechanical engineering and transport
vehicle industries—all sectors that are
among the hardest hit in the current glob-
al economic recession. Consequently, the
steel industry is currently facing the worst
demand downturn since the oil crisis of
1974-1975 and the iron ore market has,
of course, been affected. Iron ore is used
almost exclusively to produce pig iron and
direct reduced iron (DRI), the main raw
materials, along with coke, that are used in
the production of crude steel. 

World crude steel production decreased
by 1.5% to 1,325 million metric tons (mt)
in 2008. China now accounts for more
than a third of world production (38%), but
while Chinese production is still rising
(1.9%), growth was much slower than the
16% rate achieved in 2007. All world
regions except Asia reported production
decreases. In Europe, production fell by
6.4%, in Africa by 8.8%, in the Americas,
by 4.9% and in Oceania by 4.1%. The
Asian nations increased output by 1.5%
taking into account Chinese production.
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Despite a drop in demand late in the year, global iron
ore production rose by 3.6% in 2008 to more than 1.7
billion tons.

Iron Ore Outlook: Facing a Slow Climb
Out of the Pit 
Our review of 2008–2009 market developments concludes that an oversupply 
situation will continue for the remainder of this year and into the next, when 
prices could begin to stabilize in preparation for a possible upturn in 2011
By Magnus Ericsson and Anton Löf

World Production of Iron Ore, 2003-2008 (million mt)
Country 2003 2004 2005 2006 2007 2008

Sweden 21.5 22.3 23.3 23.3 24.7 23.8
Sub-total Europe excl. CIS 25.3 26.2 29.7 30.2 29.5 28.3

Kazakhstan 17.3 18.7 16.5 18.6 19.7 18.8
Russia 91.8 97.0 95.1 102.5 105.0 99.9
Ukraine 62.5 65.6 68.6 73.1 77.4 71.7
Sub-total CIS 171.6 181.3 180.1 194.2 202.1 190.4

Sub-total Europe 196.9 207.5 209.8 224.4 231.7 218.7

Canada (1) 33.3 28.6 30.1 35.0 34.1 32.1
USA 48.5 54.7 54.3 52.9 52.4 53.0
Brazil 245.6 270.5 292.4 318.6 336.5 346.0
Venezuela 19.2 20.0 21.2 22.1 20.7 21.5
Sub-total Americas 371.3 400.2 425.2 545.6 471.2 481.2

Mauritania 10.1 10.7 10.7 11.1 11.9 11.2
South Africa 38.1 39.3 39.5 41.3 41.6 49.0
Sub-total Africa 53.3 54.3 54.3 56.1 57.7 64.1

India 99.1 120.6 142.7 180.9 206.9 214.0
Sub-total Asia excl. China 116.6 140.1 164.7 205.4 2327.2 242.5

China (2) 122.7 145.7 197.6 276.4 365.0 366.0
Sub-total Asia 239.3 285.9 362.4 481.9 602.2 608.5

Australia 212.0 234.7 257.5 275.1 299.0 349.8
Sub-total Oceania 213.9 237.0 259.8 277.3 301.2 352.1

Total world 1074.7 1184.9 1311.5 1494.4 1664.0 1724.6

(1) Shipments, not production.
(2) Ore production converted to iron content level roughly equal, on average, to other regions.
China ore production (unconverted): 261.1 310.1 420.5 588.2 682.5 824.0
Source: UNCTAD 2009
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Among the larger producers, the United
States, Russia and Germany experienced
production decreases of 5.4%–7% while
Japan had a decline of 1.2%. China, India
and the Republic of Korea all had increas-
es of between 1.9%–4.1%.

2008 Ore Output: Another
Record Despite Late-Year Slump
Despite the fall-off in demand that took
place in the final quarter, world production
of iron ore grew by 3.6% in 2008 to more
than 1.7 billion tons. This was the seventh
consecutive year of record growth. Output
fell in most countries but the decrease was
more than offset by the major producers—
Brazil, Australia, South Africa and India.
Developing countries accounted for slight-
ly more than 62% of world iron ore pro-
duction in 2008 (almost exactly the same
as in 2007), the CIS republics contributed
11%—down from 12% in 2007— and the
industrialized economies 27%. A roughly
50-million-mt increase from the industrial-
ized economies was due mainly to growth
in Australia. China produced 366 million
mt (on a comparable grade basis), or 21%
of total world production in 2008, down
from 22% in 2007, but still qualifying it as
the world’s largest producer, more than 15
million mt ahead of Australia.

Since 1999, the global iron ore market
has grown by 95% or 840 million mt.  More
than 78% of this growth occurred in the
last five years and 61 million mt in 2008
alone. In developed market economies
(including Eastern Europe), excluding
Australia and Sweden, iron ore production
fell by 6.6% during the same period.
Australian and Swedish production grew,
however, by 130% and 26%, respectively.
Iron ore production from the CIS republics
increased by 37% during the same period.
However, production from those countries
still has far to go to reach the record level of
250 million mt attained in the mid-1980s,
despite some recovery in recent years. In
Western Europe, production appears to
have bottomed out and has remained just
below 30 million mt for the past couple of
years. In North America, production re-
mained stable at 85– to 90–million-mt. 

Pellet production reached 317 million
mt in 2008, a 3% fall from 2007’s record
326 million mt. This drop-off confirms that
pellet production was hit harder than other
iron ore production in late 2008 when the
financial crisis hit and steel producers
chose to maintain their blast furnace oper-
ations—but at minimum capacity and with-

out using high-grade raw materials such as
pellets. World exports were 137 million mt,
a decrease of 2.9% compared with 2007.

Global Exports Grew by 7.8%
International iron ore trade set a record in
2008 for the seventh year in a row and
exports reached 882 million mt, up 7.8%.
These figures include all export trade includ-
ing intra-CIS trade and exports by barge
between the U.S. and Canada. Seaborne
iron ore trade is estimated to have increased
by 7.4% in 2008 to 845 million mt (exclud-
ing U.S.-Canada barge trade). The first three
quarters were characterized by very strong
growth, which turned into a precipitous
decline in the final three months of the year,
as steel producers slashed production and
raw material purchases. 

Brazil’s exports increased by 4.5% to
282 million mt in 2008. The increase was
smaller than the previous year and dropped
Brazil to second place among iron-ore
exporting countries. With more than 300
million mt and an increase on 2007 of
16%, Australia regained the top spot
among ore exporters. Indian exports grew
for the ninth consecutive year and it is now,
at 101 million mt, the third largest
exporter. South Africa, Canada, Russia,
Ukraine and Iran follow, each with exports
at 25– to 35–million-mt. Swedish exports
reached 18 million mt, a decrease from
2007. In Africa, Mauritanian exports
decreased by 7.2% in 2008, while South
African exports rose by 8%. The last few
years have been successful for Kazakhstan
and Russia in terms of iron ore exports, but
in 2008 exports decreased from both coun-
tries. Exports from Ukraine, on the other
hand, increased by 5.4% to 22 million mt.

China is still by far the world’s largest
iron ore importer. In 2008, it imported
444 million mt, an increase of 16% over
2007. Japan’s imports increased by a com-
paratively modest 1.1% to 140 million mt.
Together with the third and fourth largest
importers—Germany and the Republic of
Korea—these countries accounted for
around 75% (678 million mt) of total
world imports. European imports (exclud-
ing the CIS countries which fell by 5% in
2008), reached 164 million mt, corre-
sponding to 18% of world imports. France
imported slightly less than half as much as
Germany, and the remaining countries with
imports exceeding 10 million mt are Italy,
the United Kingdom, Belgium, Luxem-
bourg and the Netherlands. The CIS
republics do not yet import iron ore from
outside the CIS, and their internal trade
was about 1.7% of the world total. Given
Russian overseas projects, however, im-
ports from the rest of the world will soon be
a fact there. 

Price Negotiations: Not Over
‘til the Chinese Lady Sings
The 2009 price negotiations have been
lengthy and at the time of writing (late
June) were still not fully completed. Initially
voices were heard, in particular from the
Chinese steel mills led by Baosteel and
backed by CISA representing more than
100 steelworks, demanding a sharp de-
crease in prices to offset lower profits for
the steel companies. Some buyers demand-
ed iron ore prices to be cut at least to 2007
levels and some even expected price reduc-
tions would be as large as 50%–60%, but
when Chinese spot prices later increased,
expectations were moderated.
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Corporate Control in Iron Ore Mining, 2008
Controlling Entity Country Controlled Production Share of Total

(million mt) Global Production (%)

Vale Brazil 303.0 17.6
Rio Tinto plc UK 150.0 8.7
BHP Billiton Ltd. Australia 137.0 7.9
State of India India 54.0 3.1
Arcelor Mittal UK 46.0 2.7
Metalloinvest Russia 38.0 2.2
Anglo American So. Africa 36.7 2.1
Cliffs Natural Resources USA 32.7 1.9
System Capital Mgmt. Ukraine 24.5 1.4
LKAB Sweden 23.9 1.4
TOTAL, Ten Largest 846.0 49.0

TOTAL, WORLD 1725.0 100.0

Note: State of India incl. SAIL and NMDC     Source: Raw Material Group, 2009
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While the “Big Three” producers—Vale,
Rio Tinto and BHP Billiton, have all
reached agreements with some of their
customers, no deals have yet been made
with Chinese steel companies. The
Japanese steel industry continued to be
first to sign when Nippon Steel concluded
the first deal with Rio Tinto on May 26. The
agreement was accepted as a benchmark
price by BHP Billiton which signed its first
agreement, with Japanese JFE, on the
June 12. Meanwhile, Vale had settled for a
28.2% reduction in the price of fines and
a cut of 44.47% in the price of lump ore.
Southeastern fines prices declined to
US85.43¢/dmtu and Carajas fines to
US89.87¢/dmtu. Lump prices went down
by 44.47% to US99.42¢/dmtu. Vale also
concluded the first pellet deal at
US110.43¢/dmtu, a decrease of 48.3%.

The smaller reduction for Brazilian ore
reflects elimination of the Australian
“freight premium” that was added in
2008, and which had lost its justification
with the fall in freight rates. The final out-
come of negotiations for prices to China is
still uncertain. It is possible that there will
be no agreement at all—which would not
be totally controversial as a large portion of
Chinese imports are already traded on a
spot basis—but it may be more likely that
agreement will be reached at the rates
already negotiated with the producers by
other Asian steel makers. 

The benchmark pricing system contin-
ues to be fiercely discussed and its future
is uncertain, to say the least. A new price
setting mechanism will, however, not be
introduced overnight. It will take several
years to find a new model and it is more
likely that there will be several models in
use in parallel. 

Industry Consolidation Tapers
Off—for the Time Being
The total market share of the Big Three pro-
ducers dropped to 34% in 2008. They have
not managed to increase their production
quite as fast as total world production,
mainly because of rapid expansion by small
producers in India and China in 2005–
2007, but also due to  production curtail-
ments by the same Big Three in late 2008.

The long-standing trend toward increas-
ing corporate concentration in the iron ore
industry appears to have subsided for the
time being, although it is not at all certain
that this reversal will continue in the
future. It is mainly due to both Vale and
Rio Tinto having taken leading roles in cut-

ting production to support prices. They will
both be ready to increase their production
sharply should demand increase. It is fur-
ther likely that a severe fall in Chinese
domestic production with widespread mine
closures—the “Great Chinese Shakeout”—
will take place in the next few years. These
two factors could help catapult the total
share of production controlled by the Big
Three back to or even beyond the top lev-
els of 2003–2005 in a few years time.

To measure corporate control at the pro-
duction stage underestimates the concen-
tration of the iron ore sector, because large
portions of total production do not enter the
market due to vertical integration. An alter-
native is to look at share of seaborne trade.
Measured this way, the shares of the major
companies are considerably higher. Vale
alone controls 33% of the total world mar-
ket for seaborne iron ore and the three
largest companies control 69%. This num-
ber is quoted by those who argue that this
concentration could lead to control by
major producers over prices, particularly
under the present benchmark negotiating
system. While the proposed merger
between BHP Billiton and Rio Tinto failed,
it was announced in early June 2009 that
Rio Tinto and BHP Billiton had entered into
a non-binding joint venture agreement cov-
ering the entirety of both companies’ iron
ore operations and infrastructure in Western
Australia. This agreement has also raised
concern in some quarters about the growing
bargaining power of the large producers. 

Vale remains the world’s largest iron ore
producer. In 2008, Vale controlled 303
million mt of iron ore production, a slight
drop from a peak of 308 million mt in
2007. Vale’s share of total world produc-
tion was 17.3% in 2008, down from
18.8% in 2007. The decrease was due to
drastic cuts in production in the last quar-
ter because of the collapse in the North

American and European steel markets,
which hit Vale harder than its Australian
competitors; and to the quick growth in
total world production resulting from high-
er production in Western Australia and
South Africa. Rio Tinto increased its pro-
duction by only 8 million mt after having
cut down in the last quarter of 2008 and
this resulted in a marginal loss of market
share, to 8.7%. BHP Billiton, in third
place, increased its total output by 15 mil-
lion mt and its market share to 7.8%. 

New Mine Capacity Growth
Drops by Almost a Third
New iron ore mining capacity brought into
operation in 2008, as identified at the
individual project level, reached around 90
million mt globally. This is a considerably
lower figure than in 2007 when some 130
million mt of new capacity was recorded.
The year preceding that saw 70 million mt
of added capacity and even farther back in
the past only 30– to 40–million-mt was
typically reported. 

These totals include known brownfield
(expansion) projects. However the esti-
mates for both years exclude many small,
locally owned projects, mostly in China and
India but also in Brazil, which are not pub-
licly disclosed and described in the same
manner as a project sponsored by a listed
company. Neither do the figures include
incremental capacity increases in existing
mines, such as de-bottlenecking or capac-
ity increases due to reorganization, some-
times called “capacity creep.” The driving
forces for refilling the pipeline with new
projects increased considerably in the
years of high prices. The coming years will
see fewer projects announced but there are
still many projects in the pipeline. 

Although the global mining boom
emphatically ended in 2008, the extended
period of strong demand growth lasted
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The ambitious production plans announced by Fortescue Metals Group, aimed at reaching 155 million mt/y, could
land the Australian company a spot as one of the world’s top four producers.
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longer than anybody expected and the first round of new projects,
together with all brownfield projects that had been started, was not
sufficient to keep up with the growing demand. The Big Three pro-
ducers soon realized that if they did not continue to increase iron
ore production they would soon be competing in a new market
where there might be a fourth or even a fifth big player. With
Fortescue Metals’ Cloudbreak project coming onstream the Big
Three could soon be the Big Four. This development, taken with
the increases in iron ore prices in 2008, created a determination
by various juniors and investors to proceed with some of the more
long-term projects in West Africa and faster-than-anticipated
expansion in Brazil and Australia. Projects in the Canadian Arctic
have also progressed significantly. When the end of the mining
boom came, it came rather suddenly, and many early-stage proj-
ects will probably be idle for the next couple of years. Only those
projects that are highly competitive will go on to become mines.

Vale has taken major steps to remain the largest producer.
Among its projects are expansions in Carajás, first by 10 million
mt in 2009 and later by 30 million mt by 2011. The company’s
Serra Sul project, with an addition of 90 million mt to be ready in
2013, is still subject to approval by the board of directors. Apolo
is a 24-million-mt/y project, also to be finalized in 2013. The
combined cost of these projects is roughly $16.6 billion. If all
Vale’s projects revolving around iron ore, including infrastructure
capacity increases and pellet plants, are added together, the total
comes to about $20 billion. These projects are all part of Vale's
plan to compete with Chinese producers by increasing output and
possibly producing pellets directly on the Chinese market. The ore
will be transported by new, very large ore carriers with long-term
shipping contracts to avoid the volatility of freight charges. Vale
has also decided to enter the coal business on a massive scale,
aiming at 30-million-mt production in 2010. In this way Vale will
be able, as have Rio Tinto and BHP Billiton, to supply both major
inputs for steel making coke and iron ore.

Current Rio Tinto iron ore projects include the Hope Downs,
Mesa A and Brockman 4 mine in Australia, which are all key pri-
orities, while the Simandou project in Guinea, the collaboration
with state-owned Orissa Mining Corp. in India and the Canadian
projects within the IOCC are all on hold or being operated at lower
levels than earlier. The Corumba project in Brazil was sold to Vale
in early 2009.

In 2008, BHP Billiton announced approval of $1,094 million
of capital investment to accelerate the growth of its iron ore opera-
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Brazil’s Vale S.A. is seriously studying the possibility of producing pellets in China.
It’s case is bolstered by availability of a high-capacity fleet of ore carriers to carry
ore to the Chinese mainland from Brazil, with long-term shipping contracts that
would avoid freight-charge volatility.
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tions in Western Australia. This invest-
ment—Rapid Growth Project (RGP) 5—is
expected to increase capacity to more than
200 million mt during 2011. The actual
capacity increase is 50 million mt/y. At
present some 50% of engineering is com-
plete and construction activities have com-
menced. BHP Billiton’s long-term plan is to
increase iron ore capacity to more than 300
million mt, but there are already plans to
increase the capacity of Port Hedland, the
export port, to over 350 million mt. In the
last quarter of 2008, BHP Billiton delivered
RGP 3 which expanded the capacity at Area
C by 20 million mt. RGP 4 is on track with
engineering more than 95% complete and
construction is nearing 80% completion.
RGP 4 will increase installed capacity by
26 million mt to approximately 155 million
mt in the first half of 2010.

Fortescue Metals Group (FMG) has
reached its planned production capacity of
55 million mt/y within a year after its first
shipment. Australia now has a third force in
iron ore mining after Rio Tinto and BHP
Billiton. Most other Australian projects are
at an early stage or considerably smaller.
FMG’s plans for expansion are set on ramp-
ing up capacity from today’s 55 million mt/y,
to 75 million, 95 million and then 155 mil-

lion mt/y. This involves expanding the
Chichester range and putting the Firetail,
Investigator, Solomon East and Serenity
deposits into production. According to the
company, this could be done within a period
of about four to five years. 

Progress in Canada slowed in late
2008 and early 2009, not surprising con-
sidering that most new projects are locat-
ed in the Canadian Arctic. By mid-2009
most Canadian iron ore projects had been
postponed because of the current finan-
cial situation.

In South Africa, Kumba Iron Ore has
been plagued with problems during the last
couple of years; for  example, the dispute
over the Falémé project in Senegal. This
project was originally operated by Kumba
but was later awarded to Arcelor Mittal by
the Senegalese authorities, and then con-
tested by Kumba. However, many of the
problems have been resolved and the com-
pany has targeted increased production as
a goal. Kumba has stated that by 2016 it
will have capacity to produce 150 million
mt/y and will obtain a 13% share of the
total seaborne market for iron ore. This is
more than double its current capacity and
will be achieved by realizing the full poten-
tial of the Northern Cape Province in South

Africa. The company also has access to
opportunities in West Africa. Kumba's pro-
ject pipeline includes both expansions and
new mines: The Sishen expansion project
is under way with the construction phase
almost complete and full operation expect-
ed in 2009. The Sishen South project was
first envisaged as a 3-million-mt/y new
mine, but has been upgraded to a 9 million
mt/y project, following completion of a fea-
sibility study and an investment decision in
2008. The mine will start production in
2012 and full capacity will be reached in
2013. Assmang is the other large produc-
er of iron ore in South Africa. Construction
of its Khumani iron ore mine is complete
and full production of 16 million mt will be
reached by 2010. 

There are a few other early-stage proj-
ects throughout Africa, some of which are
probably years from completion but may
contribute to making Africa more important
as an iron ore producing region. Arcelor
Mittal has taken an interest in the conti-
nent and is in the process of developing
three different projects: Falémé in Senegal,
El Agareb in Mauritania and Yekepa in
Liberia. The Mbalam project is controlled
by Sundance Resources. In Liberia the
Bong iron ore mine is to be reopened by a
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Chinese company. Rio Tinto's Simandou
project in Guinea could become a mine
that will potentially produce 70– to
170–million-mt/y. However, in August
2008 Rio Tinto received notice from the
Guinean Minister of Mines of a compulsory
relinquishment of the northern part of the
Simandou mining concession while con-
firming Rio Tinto’s right to the southern
part.  Rio is contesting this decision.

Possible Shakeout Will
Benefit Offshore Competitors
The World Steel Association has forecast a
drop in steel consumption of almost 15%
in 2009. That estimate can be character-
ized as relatively cautious, since there are
signs that the impact of China’s very large
stimulus package may be sufficient to yield
positive growth in steel use in that country.
Similarly, the composition of macro-eco-
nomic stimuli in other countries, with an
emphasis on construction and support to
the transportation industry, is such that the
measures are likely to have a positive effect
on steel demand. 

When analyzing probable developments
over the medium term, the authors of this
report typically employ a type of gap fore-
cast comparing projected capacity, based

on investment plans, with assumptions
about steel production. This approach is
less useful in the present situation. The
world iron ore industry is operating far
below capacity. Even under the most opti-
mistic assumptions for steel production,
demand for iron ore will surely be lower in
2009 than in 2008. It is clear that the
present oversupply situation will not go
away soon. There are, however, two impor-
tant factors that affect the outlook,
although they do not eliminate the supply
overhang: expected low freight rates, and
high costs in Chinese iron ore mines.
Small- and medium-sized Chinese produc-
ers will most likely be forced to substan-
tially reduce their output, particularly since
they are no longer protected by high freight
costs for imported iron ore. It is estimated
that half the Chinese iron ore mining
industry is presently operating at a loss.  

In the medium term, it is likely that
contract prices will remain at a level corre-
sponding to that of current spot prices; that
is, $70/mt for landed ore in China. A con-
sequence of this price shift will be a shake-
out of Chinese iron ore mining. The effect
of the price fall will be reinforced, as far as
the Chinese mines are concerned, by rising
costs for health and safety measures, envi-

ronmental management and rising energy
prices. As domestic production in China
falls, the potential slack will be taken up by
new investment, particularly by the Big
Three. This will allow the industry through-
out the rest of the world to maintain oper-
ating rates that generate a contribution to
fixed costs, although they will not produce
at full capacity. 

In conclusion, the iron ore market will
continue to be oversupplied through 2009
and probably also into 2010, depending
on when steel demand picks up. Raw
Materials Group expects iron ore prices to
stabilize in 2010 and turn upwards in
2011.

Magnus Ericsson is a senior partner and
co-founder of Raw Materials Group,
Stockholm, Sweden (www.rmg.se). Anton
Löf is a research analyst with RMG, spe-
cializing in the global iron ore trade.
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The background material for this article is
extracted from The Iron Ore Market 2008–
2009, published by UNCTAD in June
2009. This study was researched and com-
piled by Raw Materials Group for UNCTAD,
and can be ordered from: ironore@
unctad.org or by fax at +41-22 9170509.
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