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The world is changing rapidly
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Amidst these changes, the EU is driving a GREEN + LOCAL policy revolution

LOCAL

e.g., Industrial Accelerator Act, EV anti-subsidy
tariffs, permanent steel trade regime, ...

GREEN

e.g., ETS, CBAM, CO: fleet targets,
Industrial Accelerator Act, ...

Bl European Commission objectives

Strengthen competitiveness vs. Enable local industrial growth Decarbonize industry and
global players and ensure (220% EU manufacturing transport at scale to support
a level playing field GDP share) overall net zero target
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Understanding the effect from individual policies and from policy stack key

Policies
in scope

Industrial
Accelerator Act (lIAA)

Vehicle Fleet
Emission Regulation

Safeguards / Perm-
anent trade regime

ETS and CBAM

Effects
assessed

Lenses
applied

Individual
policy

Policy
stack

Demand

Supply

Cost

Challenges &
implications

For steel
producers in EU

For steel

producers
outside the EU

For steel buyers
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Individual policies

|AA requirement:
25% ‘Low-carbon’ steel to qualify for public procurement and subsidy schemes

IAA sets steel ...in strategic sectors for ... for their projects / products to be eligible
requirements... industrial manufacturing for public support from 2028/20291
Public
procurement Subsidy schemes
Focus for today Private Corporate
Directl s T
1rec > insulation
: ﬂﬁ[] ﬁ jamj Construction & Bridoes 2 renovation == Fact?ry "
= = infrastructure . @5 supported gy COMSTTUCTION
. of the total -_— & \ith gov. tax credit
M] n volume of steel grants
o) in a product / Corporate
} Lump-sum car (ICE or
25 /) PEOJeCt Shba“ l?e S e e @ Police cars @ support for @ EV) if it
ow-caroon EV purchase Eeecneel%/]f: tax
. Offshore
Indirectly iy Net Zero B wind
Systems & components (incl. h technologies LV uctions
steel intensive) to be of EU origin (e.g. wind) ~  with CfD
® Examples 1

1. 2029 for Direct requirements on Construction, infrastructure and automotive. 2028 for Indirect requirements on Net Zero te chnologies. Note: Only 45% of gov. subsidy budget has to

fulfil IAA requirements. Sources: IAA, BCG analysis 5
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Individual policies

|AA could create 9Mt p.a. ‘Low-carbon’ steel demand from automotive,
construction and infrastructure

Demand potentially created

‘Low-carbon’ Steel Mt p.a. in 15t year of IAA effectiveness

Adjustment reflects that min 45% of public support

. . scheme budgets must comply with IAA for infrastructure,
Part I: Public Part II: Public construction & non-BEV vehicles, 100% for BEVs
procurement support schemes

Buildings & Civil Buildings & Civil Theoretical low  Adjustment  Total low carbon Split by sector
Infrastructure  motor vehicles? Infrastructure motor vehicles? carbon demand assuming demand from IAA
from IAA minimal

fulfillment' only
|| Primary steel I Secondary steel

1. Driven by Public support schemes requiring only 45% of Gov. budget to be compliant with IAA. 2. Only passenger vehicles are considered in the calculation.
Sources: IAA, BCG analysis 6
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Individual policies

Actual impact of the IAA determined by how ‘Low-carbon’ steel is defined

The technical issue The real challenge

CRITICAL

In the IAA
’Low-carbon’ steel is
not defined, yet it is
critical as binary
compliance depends on
it

Creating a Lead market relies
on scarcity—an unambitious
green definition would render
investments in physical green
steel capacity uneconomic

Defining ‘Low-carbon’ steel
in a way that ...

Maximizes demand
additionality

VS.

Market reality of available
supply

Discussed suggestions how to define ‘Low-carbon’ steel

For rebars and
prestressed steel

For other steel products e.g. in Automotive
application
DRAFT version; definition expected for H2 2026

Construction Ecodesign for Sustainable Products Regulation
Product
1 1 Class Carbon footprint range (t Description
Regulation gt Example HRC,
And table for
De legated actsz 0.00-1.79 Best-in-class Other
for calculation 179266 High performing products
methods available
Class C 2.66 - 3.10 Mainstream on l]n e 3
Class D 3.10-3.75 High emitting
= 3.75 Waorst-in-class

Note. Boundaries are left-inclusive, right-exclusive for Classes A-D; Class E is = the stated value.
Source: own eloboration

1. For construction products referred to in Regulation (EU) 2024/3110 <...>, the delegated acts adopted pursuant to Article 5(5) or Article 22(9) of Regulation (EU) 2024/3110
[Construction Products Regulation]. 2. Delegated acts define calculation methods for environmental performance based on life-cycle assessment, product environmental footprint
3. https://susproc.jrc.ec.europa.eu/product-bureau/sites/default/files/ 2026-04 /DraftStudyESPRSteelClassesPerformance1April_0.pdf Sources: BCG analysis 7
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Individual policies

Vehicle Fleet Emission Reg. creates GREEN & LOCAL Steel demand of up to
11Mt p.a. & sets an economically driven max. of 70% GREEN Steel in a vehicle

Regulation sets strict emission To maximize carbon credit from steel, OEMs could demand
reduction targets by 2035 11Mt in GREEN and LOCAL steel as of 2035

By 2035 OEMs selling cars in the EU must To reach max carbon credit from steel?, OEMs must replace BF-BOF steel in
reduce their tailpipe emissions by 100% vs. vehicles with lower emission steel

2021, or pay an excess emissions premium

NG-DRI EAF 6 Possible, but insufficient for max credit

v
= BF-BOF w/CCUS 6 Possible, but insufficient for max credit
Max Of emissions can be B scrap EAF e Possible, but max credit technically not
7‘7 reduced by carbon achievable as it requires 100% scrap EAF
0 credit from BN H2-DRI EAF 0 Achievable with of steel in vehicle

GREEN & LOCAL'

steel in production . : . . .
11.9M passenger cars sold in EU# in 2035 will require 70% of their steel to

be H2-DRI EAF resulting in 11Mt3 GREEN and LOCAL steel demand

1. EU-made. 2.1.9t CO2e reduction per car needed to maximize credit based on ~110 g CO2e/km baseline over ~240,000 km lifetime. 3. Assuming 1.35t of gross steel weight per average
car with ~2.7t CO2e cradle-to-gate emissions, mainly by BF-BOF steel. Emission savings per ton of low-carbon steel assumed is 2.0t CO,e/t of steel for H2-DRI-EAF vs. BF-BOF. 4. Excludes
BEVs from BEV only OEMs. Sources: European Commission, S&P automotive, BCG analysis 8
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Individual policies

Excursus: For steel, the Vehicle Fleet Emission Reg. - in contrast to the IAA -
does have a LOCAL requirement; but what does it exactly mean?

Which countries are LOCAL? How much processing needs to be in LOCAL countries?
EU regulations define LOCAL differently In practice steel is commonly considered LOCAL in the ‘country of melt and
pour,’ where the steel is first solidified, however regulations can be stricter?
| Steel
. Agglo- Iron Steel . Hot Cold s
Local Regulations meration | Making Making Casting Rolling | Forming Processing Product
is ...

EU-27 VeEhic.le.Fleet (vehicle
missions
L _assembly) | Other

Safeguards /
EEA' ETS Permanent
trade regime

LOCAL countries

2

LOCAL countries LOCAL

Other LOCAL countries

, ' NOT
ot
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: IAA ' C
EU + FTA ! : ! ountry
cour:tries , (@luminum &, of melt & pour
L _batteries) | Examples:

Imported HRC/CRC that is processed in LOCAL countries NOT LOCAL
Imported DRI that is melted & poured in LOCAL countries | QCAL

1. EU-27, Norway, Iceland and Liechtenstein. 2. VFE doesn't define the processing needs required in LOCAL countries.
Sources: IAA, Vehicle Fleet Emissions, ETS, Permanent Trade Regime, BCG analysis



Policy stack

For automotive, the Vehicle Fleet Emission and the IAA overlap conceptually

Industrial
Accelerator
Act

Vehicle
Fleet
Emission
Regulation

On fleet level

Only certain cars sold in
the EU are in scope

—— in public procurement
7 .
in corporate fleets

min. 45% in subsidy
schemes

All cars (BEV and ICE) sold
in the EU are in scope

On car level

Steel per

Steel per

iy

In combination

On fleet level, the IAA addresses
a sub-set of the vehicles in scope
of the other regulation

On car level, the IAA sets a
regulatory GREEN (‘Low-carbon’)
steel minimum, while the Vehicle
Fleet Emission Regulation sets an
economically driven maximum

1. Required H2-DRI EAF steel content to reach maximum emission reduction to avoid excess emissions premium. Sources: IAA, Vehicle Fleet Emission Regulation, BCG analysis 10
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Policy stack

Estimated GREEN Steel demand raises two questions for supply

Before 2035

Mt Steel p.a. LOW-CARBON LOCAL

Demand created &
requirements

Key questions

1. GREEN or 'Low-carbon’. Sources: IAA, Vehicle Fleet Emission Regulation, BCG analysis

2035 and after

T

In the absence of a LOCAL requirement
for demand, is there a policy that
makes supply (more) LOCAL?

LOCAL

Is there sufficient GREEN' (and LOCAL)
supply to fulfill cumulated GREEN'
demand?

11
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Supply Individual policy

Halving imports quotas will reduce imports of steel products making supply

more LOCAL

In 2024, 70% of EU steel supply
made in EU 27

Mt Steel

129

Domestic supply
In EU 27

Under New Trade Regime,
TRQ volumes almost halved

Mt Steel

If local producers step in,
supply could be >80% LOCAL

Mt Steel

———-46%

341 129

Domestic supply
In EU 27

18 Imports

32 Imports
(25%)
Mms semis

2024

1. Imports 32 Mt in calendar year 2024 vs. 34 Mt TRQ volumes in SG year 8 from July 2025-June 2026 Sources: Eurofer, European Commission, GSTM, BCG analysis

(14%)

Imports semis

Safeguards Year 8
import quotas

New Trade Regime

imports quotas With New Trade Regime

12
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Supply Policy stack

Yet, volume-wise, remaining imports would still be large enough to fulfill 'Low-
carbon’ demand from |AA

Volume-wise, imports would be  However, sourcing likely to become more challenging since steel
sufficient to fulfill IAA demand must be ‘Low-carbon’ & requires sourcing from different countries

Mt Steel Mt Steel, example HRC
34
7.7
Turkiye
; Indla\ 5 5
S. Korea
18 4.2
UK

9 Serbia/
l Others
SG Year 8 New Trade IAA SG Year 8 New Trade Potential GREEN EU ’Low-carbon’
TRQs Regime TRQs demand TRQ Regime TRQ supply in 2030 HRC demand in

Year 1 of I1AA

Note: Country wise TRQ under new regime not yet announced and assumed to be decreased uniformly from current SG Yer 8 TRQ
Sources: European Commission, BCG analysis 13
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Supply Policy stack

2035: Based on announcements, supply could be enough to cover LOCAL & GREEN
demand, if not, Green DRI could be imported for LOCAL GREEN steel product.

2035 Mt Steel GREEN LOCAL
a No supply gap for auto
o GREEN and LOCAL
l demand IF
ﬁ . . 14 o (@) Producers ramp up as
e | l ‘ announced

(b) Enough Green H2 is
available for Green
DRI production

Bl = O
E =

- |

ﬂ There is more GREEN (not
LOCAL) steel demand

from other sectors and if

Total  Secondary Primary GREEN & LOCAL  H2 DRI H2 DRI European producers want
steel steel steel! primary steel  EAF steel? EAF steel to fulfill it, they need to
DRI fromEB@ DRI from Ml & foreign buy DRI from outside of
Europe
Demand> Supply of LOCAL GREEN steel

1. Assuming that ‘low carbon’ steel in IAA for primary steel is defined as H2-DRI-EAF steel. 2. Based on public announcements and assuming that producers are able to produce on 100%

Green H2 (and not on a mix of NG and Green H2). 3. Based on current legislation steel that is produced in the EU with DRI from outside the EU still qualifies as local 4. Assuming 80%
DRI in EAF charge mix and 1.04 t of liquid steel needed for 1 t of hot rolled steel. From IAA and VFE. Source: BCG Analysis 14
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Implications

Implications from the regulations depend on one’s position in the value chain

for steel only

Steel producer Automotive OEM and other steel buyers
Industrial . 4 . : 4
Accelerator Act (IAA) higher GREEN* demand likely higher COSt and need to secure GREEN“ supply
UEMEL BRSO higher GREEN & LOCAL demand likely higher COSt and need to secure GREEN & LOCAL supply
Emission Regulation
Safeguards / Perm- higher LOCAL2 demand more LOCAL supply likely leading to higher cost
anent trade regime
ETS and CBAM higher COSt due to ETS3 higher COSt due to CBAM' and potentially ETS3

1. CBAM cost occur for the buyer / importer of the product. 2. Assuming that domestic producers step in and fill the supply gap that is created by reducing
imports. 3. Depending on if and to what extend steel suppliers can pass through higher ETS cost 4. Low carbon steel (terminology from IAA)
Sources: BCG analysis 15
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New rules, new realities

/
We aimed to bring clarity to
upcoming regulations and
their cumulated impact
;" :

We look forward to
continuing the exchange
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Your experts

Nicole Voigt

Managing Director & Partner,
BCG Dusseldorf

o Globally leading metals for
Aim BCG, 15+ years at BCG

N Voigt.Nicole@bcg.com
+49 (170) 3343327

Marie-Luise Meyer

Partner,
BCG Berlin

Led development of shown
content, 12+ years at BCG

Meyer.Marie-Luise@bcg.com
+49 (170) 3341326
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Disclaimer

The services and materials provided by Boston Consulting Group (BCG) are subject to BCG's Standard Terms

(a copy of which is available upon request) or such other agreement as may have been previously executed by BCG.
BCG does not provide legal, accounting, or tax advice. The Client is responsible for obtaining independent advice
concerning these matters. This advice may affect the guidance given by BCG. Further, BCG has made no undertaking
to update these materials after the date hereof, notwithstanding that such information may become outdated

or inaccurate.

The materials contained in this presentation are designed for the sole use by the board of directors or senior
management of the Client and solely for the limited purposes described in the presentation. The materials shall not be
copied or given to any person or entity other than the Client (“Third Party”) without the prior written consent of BCG.
These materials serve only as the focus for discussion; they are incomplete without the accompanying oral commentary
and may not be relied on as a stand-alone document. Further, Third Parties may not, and it is unreasonable for any
Third Party to, rely on these materials for any purpose whatsoever. To the fullest extent permitted by law (and except
to the extent otherwise agreed in a signed writing by BCG), BCG shall have no liability whatsoever to any Third Party,
and any Third Party hereby waives any rights and claims it may have at any time against BCG with regard to the
services, this presentation, or other materials, including the accuracy or completeness thereof. Receipt and review of
this document shall be deemed agreement with and consideration for the foregoing.

BCG does not provide fairness opinions or valuations of market transactions, and these materials should not be relied on
or construed as such. Further, the financial evaluations, projected market and financial information, and conclusions
contained in these materials are based upon standard valuation methodologies, are not definitive forecasts, and are not
guaranteed by BCG. BCG has used public and/or confidential data and assumptions provided to BCG by the Client.

BCG has not independently verified the data and assumptions used in these analyses. Changes in the underlying data or
operating assumptions will clearly impact the analyses and conclusions.

18
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