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Right - Table 1: Volumes of
clinker, bulk cement and bagged
cement (all Mt) transported on
water in 2015, split by market
and the type of waterway.

* = Excluding China.

Right - Table 2: Volumes of
clinker, bulk cement and
bagged cement (all Mt)
transported on water in 2015,
split by type of carrier.

* = Excluding China.

Ad Ligthart, Cement Distribution Consultants

Cement and clinker trade and
risk of a Chinese slowdown

Global seaborne cement and clinker trading volumes are relatively small compared to
global production levels but they are strategically important and have a significant impact
on the profitability of the companies involved. Here, Ad Ligthart from Cement Distribution
Consultants presents the latest cement and clinker trade patterns, with a focus on Chinese
over-capacity and rapidly-developing import markets in Africa and the US.

Acement producer’s profitability is determined,
to a large extent, by the utilisation factor of its
cement plants. This is where seaborne cement trade
and distribution plays a major role. The ability to sell
cement (or clinker) in long distance markets not only
brings the profits that go with the trade itself, but en-
sures a substantial reduction in production costs per
tonne over the full production volume of the plant.
Approximately 800-900Mt/yr of clinker and cement
benefit from seaborne cement and clinker trade and
distribution. Changes in global cement markets and
the related changes in trade thus have a major impact
on the profitability of cement producers.

In 2015 around 4.1Bnt of cement was produced by
the global cement industry.! Of this volume, 110Mt
of cement and clinker were traded internationally by
water. This is just 2.7% of all cement made. As marine
transport is the most popular form of transport for
cement, this can be used as a proxy for international
cement trade. A further 93Mt of cement and clinker
was transported by sea domestically in 2015, with
18.7Mt transported domestically on inland water-
ways, excluding China. This means that a total of
221Mt of cement was transported on water in 2015,
around 5.4% of the amount produced.

Seaborne trade Inland
International | Domestic | Domestic*
Clinker 439 9.4 47
Bulk Cement 49.1 721 103
Bagged Cement 17.0 1.5 3.7
Total 110.0 93.0 18.7

A breakdown of clinker, bulk cement and bagged
cement transported in 2015 by these different meth-
ods is shown in Table 1. The types of vessels carrying
each type of product are shown in Table 2.

Global statistics

A total of 49Mt of cement and clinker was traded
regionally and 61Mt was traded globally in 2015.
112Mt of cement was distributed by water domesti-
cally, excluding China. Figure 1 provides a summary
of estimated regional and global cement and clinker
exports in 2015.

Asia Pacific was the main cement exporting re-
gion in 2015, providing 55.1Mt of seaborne exports.
This is more than 50% of all seaborne exports. China
alone contributed 16.8Mt, around 15.2% of the global
total. Vietnam was close behind, exporting 15.7Mt,
while South Korea exported 11.1Mt, Japan exported
8.3Mt and Taiwan exported 3.8Mt. Other notable
exporters in 2015 included Turkey (14Mt) and the
Iberian Peninsula (14.6Mt).

Europe is the second-largest exporting area in
the world, with the Mediterranean the key export
basis. In 2015 a total of 43.9Mt was exported by sea
from European plants, of which 15.3Mt was traded
regionally within the continent, 14Mt was exported
to North Africa, 10.7Mt to West Africa and 3.9Mt to
the Americas.

The largest internal regional markets for cement
transport by ship were North East Asia (10Mt), the
US Great River System (8Mt), the Middle East (6Mt)
and the north east Atlantic (5.5Mt).

Will China flood the world with cheap
cement and clinker?

China consumed 140Mt

- - - - less cement in 2015 than it

Bulk Carriers Self dlscharqlng Inland ships did in 2014, the first official

International | Domestic | ¢ementcarriers and barges* decrease in 25 years. In the

Clinker 412 121 0.0 47 first two months of 2016 sales
Bulk Cement 127 15 97.0 103 were down by 9.4%. There is
a theoretical risk that China

Bagged Cement 19.6 8.9 0.0 3.7 could export hundreds of
Total 73.5 325 97.0 18.7 millions of tonnes of cement.
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However, China is in the process of closing old
and small capacity, which could represent as much
as 20% of all capacity. China also wants to stop
production of 32.5 grade cement, which currently
represents 70% of all cement produced in the coun-
try. Making 42.5 grade the minimum standard would
require increased clinker levels per tonne of cement,
by around 10-15%, reducing the amount of cement
produced accordingly.

On top of these efforts to reduce capacity, China
also has almost no cement plants on deep water and
has to export via general ports. This makes exports

expensive, despite the fact that free on board export
prices have dropped to levels not seen since the Asian
crisis of the late 1990s.

The key reason however that China will not be
able to export its surplus capacity is that it does not
have the international trading network to do so. Bulk
cement imports require specialist terminals and
clinker imports require grinding plants. The owners
of these facilities control cement and clinker trade.
Chinese cement companies do not own any of these
overseas import facilities. Bagged cement trade is
not a realistic alternative, as it is expensive and easily

stopped by antidumping regulations.

/

From Europe

//

Clinker
Bagged cement
Bulk'cement

[

A

Africa

Africa is an important and growing
import market for cement and clinker.
In 2015 a total of 38.7Mt was imported.
Although a lot of new production ca-
pacity is realised in Africa to meet the
increasing cement consumption, part
of this consists of grinding plants that
need imported clinker. Bagged cement
is also imported in sizeable volumes
- but is in decline due to high costs and

/ logistical difficulties. Bulk cement im-

M

5.3/< ports represent a small and declining
1% Mauritius volume as port space for specialised
/ terminals is limited and outdated float-
A ing terminals have been phased out.

/* Reunion

In the past three years, 18 grinding
plants have been added in Africa, five
other plants have expanded and others
have been announced. Even when the

additional small scale Plug & Grind
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Above - Figure 1: Estimated
global seaborne cement and
clinker trade flows in 2015 (Mt).

W Production > Consumption
[ Consumption > Production
Consumption = Production

Left - Figure 2: Estimated
seaborne cement and clinker
trade flows in Africa 2015 (Mt).

@ Bulk terminal

A Grinding plant

W Production > Consumption
[ Consumption > Production
Consumption = Production
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plants are not taken into account, the potential for
clinker imports into Africa has been increased by
about 9Mt/yr. However, all of the new

Alaska grinding plants have to import their
2006 | 0.13 clinker via general ports, which is a
2014 | 017 | bigdisadvantage.

Bulk cement imports to Africa have

2020 | 0.25
actually decreased over the same pe-
2025 | 0.27 | riod. Floating terminals have left Libya,
2035 | 031 for example, and cement terminals in

Nigeria have closed. This is not indica-
tive of lower cement consumption on

Over the six year period, US cement imports will
have to rise from 4.9Mt to 22.4Mt to meet demand.
This is because, while surpluses are expected to grow
in as many as 10 states, 33 will see their deficits grow.
A further three, California, Colorado and Iowa, will
go from being net exporters to net importers and the
remaining four states will see reduced surpluses.

Figure 4 shows the cement imports into nine US
coastal regions in 2006 and 2014, with forecasts for
2020, 2025 and 2035. Over this period, imports into
Hawaii are expected to nearly double and those to
Alaska are expected to almost triple. Imports to the
Pacific North-west will also more than double and
the Pacific South will see a massive recovery in de-

mand, based largely on

California. The situa-

Atlantic North

tion is similar in the Big
2006 ( 3.8 . . .

Rivers region, despite
2014 06 this region including
2020 | 3.0 Missouri, which will
2025 | 42 have the largest surplus
2035 | 62 of cement of any state

by 2020. It will presum-

ably continue to be a

strong producer further in the
Atlantic South f

uture.
2006 | 6.7 The South Central region,
2014 | 04 which encompasses the vora-
2020 | 34 cious cement consumer Texas

as well as Colorado, New Mex-
2025 | 48 ico, Kansas and Oklahoma,
2035 | 77 is expected to see imports of

14.1Mtby 2035, almost 10 times
the 2014 level. The Atlantic Sea-
board will also see imports grow strongly,

Puerto Rico

from 0.6Mt in 2014 to over 6Mt in 2035

2006

0.12 in the north, and from 0.4Mt to 7.7Mt in

2014

0.07 the south.

2020

032 [ Global cement trade - Conclusions

2025

0.40 The large surplus export capability in China

2035

0.53 will almost entirely stay there, unused, and

Pacific North
the continent, but rather expansion of capacity,
2006 | 1.90 . . .
particularly in west Africa.
2014 | 1.54
2020 | 2.95
2025 | 3.28
2035 | 3.9
ot cnca |
Pacific South
South Central Big Rivers
2006 | 6.7
B 2014 | 00
> 2020 | 2.7
2025 | 42
Hawaii 2035 | 638
2006 | 0.40
2014 | 034
2020 | 089 The United States
2025 | 053 The US is currently witnessing a third wave of
2035 | 0.61 rapidly growing cement imports. In between
these waves, there have been two economic
downturns (1991-1994 and 2007-2014), during
Above - Figure 4: Actual and which seaborne imports reduced by 90%. They
forecast seaborne imports into were 29.2Mt in 2005 but only 2.9Mt in 2009.
nine US regions to 2035.
Around 50% of US terminals have seen more
years of crisis than years of profitable imports.
Even terminals that are 30 years old have seen up to
10 years with almost zero seaborne imports.

Based on projections from the Portland Cement
Association (PCA) it will take until 2025 to reach
the level of imports last seen in 2006. As nearly all
cement terminals are owned by US-based cement
manufacturers there is no risk of uncontrolled im-
ports. However, the places where cement will be
imported will change, meaning that new terminals
will be needed.

Figure 3 shows how cement production and con-
sumption are expected to change on a state-by-state
basis between 2014 and 2020. Those states that are
shown in red have deficits in supply, while those in
green have more cement than they require.
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the very large global surplus of cement and
clinker on the export market probably will
mean that less new production capacity is built in
markets where cement is needed. More grinding
plants and import will be realised.

There will be continued steady growth in global
cement and clinker trade, with Africa and the US as
the key growing import markets. Clinker trade will
grow especially, with many more coastal grinding
plants being built than cement import terminals.
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