


__________________________________________________________________________________________________

Ahead of the game: investor sentiment on steel
decarbonisation
July 2024

Contents

Introduction 3
Methodology 3

Key findings 3
1. Green Steel 4
2. Metallurgical Coal 6
3. Low-carbon energy 9
4. Policy and lobbying 10
5. Investor action and information sources 12
Further Reading 12
Disclaimer 13

About ACCR
The Australasian Centre for Corporate Responsibility (ACCR) is a not-for-profit, philanthropically-funded

shareholder advocacy and research organisation that engages with listed companies and investors globally,

enabling and facilitating active stewardship. Our research team undertakes company-focused research into the

climate transition plans of listed companies, offering analysis, research and insights to assist global

institutional capital understand investment risks and opportunities during the energy transition. For more

information, follow ACCR on LinkedIn.
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Introduction
The global steel industry is undergoing a rapid transformation. As previous ACCR research has

identified, across every stage of the value chain a shift towards less carbon intensive steelmaking is

underway, with progress in technology, innovation and policy settings suggesting the sector no

longer deserves the reputation of ‘hard-to-abate’.

To better understand how investors view the shift towards green steel, ACCR commissioned a global

survey of investors in the steel value chain. 500 respondents from 34 countries were surveyed, each

from institutions with investments in steelmaking, iron ore and/or metallurgical coal mining. The

largest cohort of respondents work as portfolio managers, investment managers or investment

directors.

Our analysis of the results suggests institutional capital has a level of appetite for the green steel

transformation that is starting to surpass many policymakers and companies, and that investors are

willing to back greater ambition on steel sector decarbonisation – if the right frameworks are in

place.

Methodology

In December 2023, 500 respondents answered a series of multiple-choice questions relating to the

decarbonisation of the steel sector and its value chain.

The respondents were based across 34 different countries, nine types of financial institutions and all

participants held investments in at least one part of the steel value chain. Find out more about the

demographic of the respondents here (p. 4). All survey responses were recorded anonymously.

All survey results are reported as percentages (rounded to the nearest whole number). In instances

where investors are asked to select two or three responses, the response total will add to 200% or

300% respectively.

Key findings
● The overwhelming majority of investors (81%) agree that ‘green steel’ cannot be produced

with fossil fuels - suggesting companies pursuing ‘green’ steel solutions that use fossil fuels

are out of step with investor expectations.

● The majority of investors (68%) foresee a transition away from metallurgical coal in

steelmaking, and 80% believe metallurgical coal’s risk profile will increase in the next

decade. This is a sentiment at odds with companies seeking to acquire mining stakes, expand

current mines or extend the lives of metallurgical coal assets well beyond 2050.
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● 59% of investors support the import of green iron as a practical solution in regions where

renewable energy capacity is constrained. This indicates strong investment support for

‘green iron corridors’, placing countries like Australia and Brazil, where green hydrogen is

cheaper to produce, in a strong position to become major green iron exporters to steelmakers

in countries with limited access to renewables, like Japan.

● 59% of investors agree that effective climate policies are crucial to accelerate the transition

towards green steel production and are likely to positively impact their investment portfolio.

This shows investor appetite for ambitious policy and regulation which removes barriers to

the uptake of green steel.

● More than half (52%) of investors understand that lobbying by companies is a key contributor

to the persistence of metallurgical coal in steelmaking, and 45% of respondents are

undertaking their own lobbying which counters this. This suggests investors are aware that

company lobbying to retain metallurgical coal in steelmaking contradicts its increasing risk

profile.

See full survey results here.

1. Green Steel
The majority of investors (81%) agree that ‘green steel’ cannot be produced with fossil fuels.
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● The results show investors are converging towards a clear definition of green steel, despite

industry-wide uncertainty on its meaning, which has seen the ongoing use of fossil fuels in

products labelled as ‘green’ steel.

● This also suggests certain technologies and methods marketed as ‘green’ may not align with

investor expectations. One example is the mass balance approach, in which companies

allocate emissions reductions across all operations of their business to a particular steel

product marketed as ‘green’ or ‘low emissions’ steel.

● The sentiment expressed by investors suggests there is interest in genuine emissions

reduction technologies like green hydrogen-based ironmaking (H2DRI) and electric arc

furnaces (EAFs).

The majority of investors (55%) agree the market demand for green steel is growing rapidly,
with confidence strongest amongst Nordic and EU investors, and lowest amongst respondents
in China and India.

Australian investors believe there is rapid innovation in green steel and uncertain returns are
not a key barrier to investment.

● The majority (52%) of Australian investors also agreed the market demand for green steel is

growing rapidly. Concurrently, far fewer Australian investors believed economic uncertainty

was a major barrier to green steel investments, with only 14% selecting difficulty in
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evaluating future returns as one of the top two barriers to investing in green steel (full

results, p. 14).

● More than two-thirds of Australian investors do not believe metallurgical coal will be

required for steelmaking in the decades to come (full results, p. 19), a stark finding given the

high volumes of metallurgical coal produced in and exported by Australia.1 The majority of

investors in Australia see steelmaking moving towards legitimate green steel technologies.

2. Metallurgical Coal
The majority of investors (68%) foresee a transition away from metallurgical coal in
steelmaking.

● The finding suggests investors in steel and diversified mining are increasingly confident that

steelmaking without metallurgical coal – and the increasingly global spread of recently

announced fossil-fuel free steel projects2 – is a safe, long-term prospect for shareholders.

● This sentiment also contrasts significantly from the actions and words of companies who

state metallurgical coal will be needed for decades to come, and/or are seeking to acquire

mining stakes, expand current mines or extend the lives of metallurgical coal assets well

beyond 2050.

2 Leadit, Global shift in green steel projects as major investments move beyond Europe into Asia (April 2024)

1 Australian Government, Resources and Energy Quarterly (March 2024), p. 48
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Almost half of investors (46%) agree the reputational risk from metallurgical coal outweighs
its financial benefits.

● 41% of investors also agreed the fear of stranded assets was a risk factor with the use of

metallurgical coal (full results, p. 25).

80% of investors believe metallurgical coal’s risk profile will increase in the next decade.

● The finding suggests a large majority of investors see metallurgical coal’s risk profile

increasing by 2035, much sooner than many companies are banking on, which corresponds
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with recent findings from the IEA3 and Australian Government4 that markets are moving

away from metallurgical coal.

● This is important as companies are making investment decisions now that could lock-in

emissions and the associated risks from metallurgical coal. Companies may face

consequences as investor appetite for this risk decreases.

Most investors in China (72%) do not believe metallurgical coal has a continued role in
steelmaking.

● China, the world’s largest steel producing region, is also among its most carbon intensive.5

The finding is significant because it shows investor sentiment deviates substantially from

China’s current reliance on coal-based steelmaking. Coal-based steelmaking makes up

around 90% of China’s steel production, compared to the global average of around 70%.6

6 Centre for Research on Energy and Clean Air, Steel sector decarbonisation in China stalls, with investments in coal-based
steel plants since 2021 exceeding USD100 billion despite overcapacity and climate goals (March 2024), p. 8

5 Net Zero Roadmap for China’s Steel Industry (March 2023), p.13

4 Australian Government, Resources and Energy Quarterly (March 2024), p. 48

3 IEA, World Energy Outlook (2023), p. 140
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3. Low-carbon energy
59% of investors also support the import of green iron as a practical solution in regions where
renewable energy capacity is constrained.

● The results show investors see green iron as a viable option for steelmakers who don’t

currently possess the low-carbon energy capacity necessary to reduce the carbon intensity of

their production.

● The finding also suggests investors can engage further with companies and policymakers

across the global steel value chain to incentivise and drive demand for green iron corridors.7

● Such demand could enable countries such as Australia and Brazil, where green hydrogen is

cheaper to produce8, to become major green iron exporters, while steelmakers in Japan,9 who

have limited access to renewable resources, could transition away from coal-based iron

processing.

9 Nikkei Asia, Japan's Itochu to build low-carbon iron supply chain with Brazil, UAE (June 2024)

8 Fraunhofer Institute for Solar Energy Systems ISE, POWER-TO-X COUNTRY ANALYSIS (May 2023), p. 7

7 RMI, Green Iron Corridors: A New Way to Transform the Steel Business (March 2024)
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4. Policy and lobbying
A majority of investors are supportive of incentives and regulations which catalyse the green
steel transition.

● The results show investors are inclined to support and potentially advocate openly for

ambitious policy and regulation which removes barriers to the uptake of green steel.

● With investors split (50% positive; 50% negative/neutral) on the level of upfront investment

required (full results, p. 17) and the uncertain ROI from green steel, it also suggests policy

which allays these concerns will help drive further investor support for green steelmaking.
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More than half of investors understand company lobbying is a key contributor to the
persistence of metallurgical coal in steelmaking, and 45% of those surveyed are
undertaking their own lobbying to counter this.

● The finding demonstrates investors understand the role of lobbying in making - or breaking -

policy decisions, and suggests investors are aware that company lobbying to retain

metallurgical coal in steelmaking contradicts the increasing risk profile it has.

● The survey also found investors were undertaking direct policy advocacy that supports

climate goals and the steel sector transition. Nearly half of the respondents said that they are

lobbying their government for incentives to attract renewable energy development, a crucial

component for decarbonising steelmaking and reaching net zero.
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5. Investor action and information sources
While some investors are satisfied with the availability of information to factor
decarbonisation into their investment decisions about steel, the results remain quite mixed.

● The finding shows companies need to increase the quality and quantity of the information

they provide about their climate-related lobbying activities and decarbonisation strategies,

so investors can make more comprehensive company assessments and investment decisions.

Further Reading
ACCR has recently published a range of resources for investors engaging with companies across the

steel value chain.

● The Forging Pathways report sets out the range of decarbonisation technologies available to

the steel industry, and their emissions reduction potential, as well as analysis of the

readiness of 20 major steel and diversified mining companies for the green steel transition. It

also provides policy insights and investor recommendations.

● The investor handbook for engaging with the steel sector uses the research from Forging

Pathways to provide a practical tool for investors to use in engagements with steelmakers

and diversified miners. The handbook sets out questions to ask these companies, best

practice responses, as well as information and evidence to support discussion.

● The steel decarbonisation announcements tracker serves as a centralised hub, providing

users with easy access to the latest progress in global steel decarbonisation. The database

covers 20 major companies within the steel value chain, representing 41% of global iron ore

production and 27% of global steel production.
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Disclaimer
This document has been prepared by the Australasian Centre for Corporate Responsibility Inc. (ACCR).

Copyright

Any and all of the content presented in this report is, unless explicitly stated otherwise, subject to a copyright
held by the ACCR. No reproduction is permitted without the prior written permission of ACCR.

No distribution where licence would be required

This document is for distribution only as may be permitted by law. It is not directed to, or intended for
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation or would subject ACCR to any registration or licensing requirement within such jurisdiction. By
accepting this document, the recipient will be deemed to represent that they possess, either individually or
through their advisers, sufficient investment expertise to understand the risks involved in any purchase or sale
of any financial instruments discussed herein.

Nature of information

None of ACCR, its officers, agents, representatives or and employees holds an Australian Financial Services
Licence (AFSL), and none of them purports to give advice or operate in any way in contravention of the
relevant financial services laws. ACCR, its officers, agents, representatives and employees exclude liability
whatsoever in negligence or otherwise, for any loss or damage relating to this document or its publications to
the full extent permitted by law.

This document has been prepared as information or education only without consideration of any user's
specific investment objectives, personal financial situation or needs. It is not professional advice or
recommendations (including financial, legal or other professional advice); it is not an advertisement nor is it a
solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading
strategy. Because of this, no reader should rely upon the information and/or recommendations contained in
this document. Users should, before acting on any information contained herein, consider the appropriateness
of the information, having regard to their objectives, financial situation and needs. It is your responsibility to
obtain appropriate advice suitable to your particular circumstances from a qualified professional before acting
or omitting to act based on any information obtained on or through the report. By receiving this document, the
recipient acknowledges and agrees with the intended purpose described above and further disclaims any
expectation or belief that the information constitutes investment advice to the recipient or otherwise purports
to meet the investment objectives of the recipient.

No representation is made that any estimated returns in this document will be achieved, or that all (or any)
assumptions in achieving these returns have been considered or stated. It should not be assumed that any of
the securities transactions or holdings referenced in this document were, or will prove to be, profitable, or that
any future investment decisions will be profitable, or will be comparable to the investment performance of the
securities or strategies discussed in this document. Past performance of any investment is not indicative, or a
guarantee, of future results.

Forward looking statements

Certain information constitutes “forward-looking statements”, which can be identified by the use of
forward-looking terminology such as “may”, “will”, “should”, “expect”, “anticipate”, “target”, “project”, “estimate”,
“intend”, “continue” or “believe”, or the negatives thereof or other variations thereon or comparable
terminology. The projected results and statements contained in this document that are not historical facts are
based on current expectations and assumptions and involve risks, uncertainties and other factors that may
cause actual results, performance or achievements to be materially different from any future results,
performance or achievements expressed or implied by such projected results and statements. Assumptions
relating to the foregoing involve judgments with respect to, among other things, future economic, competitive
and market conditions and future business decisions, all of which are difficult or impossible to predict
accurately and many of which are beyond the control of ACCR.
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Information not complete or accurate

The information contained in this report has been prepared based on material gathered through a detailed
industry analysis and other sources and although the findings in this report are based on a qualitative study no
warranty is made as to completeness, accuracy or reliability of fact in relation to the statements and
representations made by or the information and documentation provided by parties consulted as part of the
process.

The sources of the information provided are indicated in the report and ACCR has not sought to independently
verify these sources unless it has stated that it has done so. ACCR is not under any obligation in any
circumstance to update this report in either oral or written form for events occurring after the report has been
issued. The report is intended to provide an overview of the current state of the relevant industry or practice.

This report focuses on climate related matters and does not purport to consider other or all relevant
environmental, social and governance issues.

Any prices stated in this document are for information purposes only and do not represent valuations for
individual securities or other financial instruments. ACCR does not represent that any transaction can or could
have been affected at those prices, and any prices do not necessarily reflect ACCR’s internal books and
records or theoretical model-based valuations and may be based on certain assumptions. Different
assumptions by ACCR or any other source may yield substantially different results.

Conflicts of Interest

ACCR provides independent reports on companies’ environmental, social and governance practices. ACCR, its
members, employees and affiliates may have a long position in securities discussed in this document. ACCR
intend to continue trading in these securities and may at any time be long these securities (or any other
securities of the same issuer) or any related investments, regardless of the position or views expressed in this
document.

Links to Other Websites

This document may contain links to other websites not owned or controlled by the ACCR and ACCR assumes
no responsibility for the content or general practices of any of these third party websites and/or services
whose terms and conditions and privacy policy should be read should you access a website as a result of
following a link cited in this report.
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