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Steel has been ubiquitous as one of the base materials for all majorindustrial developments
over the past century. And its role extends into the next major industrial revolutiontoo - the
enerqy transformation fuelled by decarbonisation.

Thisis all aimed towards achieving the global goals of net-zero carbon emissions by 2050. In
the solar energyvalue chain, steel is used as a base for the mounting structures of solar panel
modulesas well as in tanks, pumps, and heat exchangers.

Hence, volatility in the prices of this essential metalthis year has led to challengesfor
manufacturers of the mounting structures, which have impacted global solar power project
timelines. Let’s take a closer look:
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Steel priceshad been soaringfor the first four months of 2021, due to reduced supply. The reasonwas that
various steel millsacross geographies had shut off productionin early 2020, anticipating the world economy was
headed into a deep recession or even an economic depression.

This decision came on the back of the Covid-19 lockdowns announced by various governments. However, the
demand for steeltowardsindustrial use beatthe steel mills’ anticipation and was even augmented by its demand
for personaluse duringthe past year.

This reboundin steel demand caughtthe mills unawares, leadingto lower supply and shortage in iron ore, the
raw materialwhich produces steel. Thus, when economies acrossthe world started reopening afterthe
lockdown, the demand had been rising, leading to steel prices hitting an all-time highin May 2021.

Steel price trends

© Evalueserve. All rights reserved.



Hot-Rolled Coil Steel Futures Continuous Contract
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Steel prices continue to rise
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Source: Marketwatch, Fortune, Trading Economics, World Steel Assaociation

1,878
million tonnes (mt) of crude
steelwas producedin 2020,
marginally higher than the
1,874 mt produced in 2019

10

times highercrude steel
productionthanin 1950,
when the number stood at
189 mt

215%

IS the growth in steel prices
since March 2020
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steel futures contract prices
hitin 2021

$500 - $800

was the range in which
steel traded prior to the
pandemic
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79.7%

of world steel demand in
2021 will come from the top
10 countries— China, India,
U.S., Japan, SouthKorea,
Russia, Germany, Turkey,
Vietnam, and Mexico, in
that order

/

of the world finished
steeldemandin
2021 will come from
Chinaalone

Top 20 steel-producing
nations 2020 (mt)
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Solar PV module prices

Global average price of solar photovoltaic (PV) modules, measured in 2019 US$ per Watt.
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Solar growth story

OurWorldIinData.org/energy . CCBY

Source: Evalueserve Insights, IRENA, LaFond

Solar power generation
is quickly gaining
popularityand can be
seen as the most likely
renewable sourceto
replace the primary
non-renewables as
more playersembrace
decarbonisation. The
growth potential and the
factthat solar energy is
the most abundantly
available sustainable
energy source is driving
the rapid innovation
developmenttowardsiit.
While solar power
prices had beenrising
two decades ago, they
had begun sliding down
towards the middle of
the previousdecade, as
economiesof scale
tipped in their favour.
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CAGR of higher solar capacity of the total 260 GW of
solar power expansionin 2020 renewables capacity added
industry compared with 2019 in 2020 came from solar
of global solar
power capacity was
added in 2020
rise in renewables drop in solar PV module prices increasein solar PV module
installed capacity from $4.88 per watt in 2000 to mounting structures during
during 2020 over2019 $0.38 perwattin 2019 March-June 2021

Solar growth story
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While solar photovoltaic (PV) module prices had beenon a downtrend over the last two decades, high
commodity prices and shortage of metalsincluding steel over the past yearhad pushed up cost of
manufacture for the mounting structures driving up overall solar PV module prices. Modules, especiallyin
competitive emerging economies such as India and China, account for around 60% of the cost of a solar

power project. This had led to many solar power projects temporarily slowing down and some being entirely
put on hold throughthe early partof 2021.
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How?

Manufacturers of mounting structures usually take around 2 months to fulfill orders. The price of the structuresis decided by the
solar project developers and structure manufacturers at the time of placingthe order. However, steel makers provide material
prices to the structure makers on a weekly basis. This means thatthe structure makers had to buy steel at the volatile weekly price
corrections after having already agreed to a competitive price with the solar project developers. This led to lossesamongthe
mounting structure manufacturers. Since there is no price validity backing fromthe steel makers, mounting structure suppliers had
to bear the brunt. Withfluctuation in steel supply, transport delays, iron ore shortage, the prices of mounting structures had gone
up as much as 25% during March-June 2021. This led to overall cost of solar projectsrisingin the range of 2% to 7%, leaving a
dentinthe margins of developers as well.

Impact of steel prices on solar
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What next?

A large contributorin this supply ecosystem disruption has been dependence on China, which accounts for majority of the solar
PV components used in solar power projects across geographies. The price advantage which had helped Chinese suppliers
remain extremely competitive also ensuredthat local solar panel building capacities in various nations remained impractical.
However, when Chinafaced industrial lockdown in the wake of the Covid-19 pandemic, the entire supply chain suffered.

While steel prices have come downfrom
their all-time high witnessed earlier this
year, priceswill not relentquickly enough
to bring everything back to pre-pandemic
levels before 2022, or even 2023 by
some estimates.

To battle this, solar module makers in
various parts of the world are pushing
their respective governments to
implementsome incentives for local solar
PV module production. Capping the
reliance onimport of base structures and
other components can also help.

While priceswill go up in the near-term
even with these actions, it will help build
local capacity and eventually reach the
desired price parity while also stabilising

supply.

Impact of steel prices on solar
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Theimpactseenon solarpower projectsis a stark exampleof how reduced capacities orresource
supplyduringcrises can affect global efforts, in this case,thosetowards a clean energy future.
Governments and industry will have to foresee and safeguard themselves against such challenges

beforetheyariseinthefuture,if wewish to see energy transformation and decarbonisation efforts
proceed atthe paceneededto mitigate climate change.

EQ Conclusion

Author
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ABOUT EVALUESERVE

Evalueserve is a leading analytics partnerto Fortune500 companies. Powered by mind+machine ™, Evalueserve
combines insights emerging from data and research with the efficiency of digital tools and platforms to design impactful
solutions. A global team of 4,000+ experts collaborates with clients across 15+ industries.
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If you are interested in speaking with Evalueserve about how your organization
can adapt for tomorrow, please contact us at decarbonization@evalueserve.com
or for more information, visit http://www.evalueserve.com/.

Evalueserve Disclaimer

The information contained in this report has been obtained fromreliable sources. The output is in accordance with the
information available on such sources and has been carried out to the best of our knowledge with utmost care and
precision. While Evalueserve has no reason to believe that there is any inaccuracy or defect in such information,
Evalueserve disclaims all warranties, expressed or implied, including warranties of accuracy, completeness, correctness,
adequacy, merchantability and/ or fithess of the information
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