HIGH PEAK STEELS / ENGINEERING STEEL INSIGHT

ENGINEERING STEEL INSIGHT | VOLUME 1 | CHAPTER THREE

Securing Britain’s
Engineering Steel Supply

Why engineering-grade steel availability matters to UK manufacturing growth

Not arguin inst British steelmaking. Not arguing for imports. Arguing for British
T AL AT ot arguing agains sh steelmaking. Not arguing fo ports. Arguing fo s

engineering.

September 2026

Period Review 1 July-30 September 2026

Published by High Peak Steels | Research Partner: DNA Consulting

© High Peak Steels Ltd. All rights reserved. This publication and its contents are the property of High Peak Steels Ltd. No part may be reproduced, duplicated, distributed or republished without prior
written consent. Research Partner: DNA Consulting.



HIGH PEAK STEELS / ENGINEERING STEEL INSIGHT

Executive Summary

The first quarter of the UK’s new steel trade measure - Q1 (1 July-30 September 2026) - is beginning to show
where pressure is concentrated. For an engineer, the national headline matters less than the category, origin,
grade, form and condition needed for the next production job.

The measure reduced overall tariff-free quota volumes by 51% compared with the previous safeguard. Imports
above quota face a 50% tariff. The transitional exemption for eligible contracts concluded before 14 March 2026
ends on 30 September, making Q2 (1 October-31 December 2026) a more revealing test of the regime.

At the same time, the UK Government is seeking to rebuild domestic steelmaking capability. That is strategically
important. But steelmaking capacity is not the same as engineering-steel capability, qualified supply or stock
available to the machine shop.

Chapter 3 therefore starts with the downstream manufacturing question: can UK engineers obtain the right
engineering-grade steel, at the right quality, in the right form and quantity, at a competitive cost? The growth
opportunity is the value created after the steel arrives - machining, milling, heat treatment, grinding, inspection,
certification, assembly and export.

The objective should not simply be to reduce steel imports. It should be to increase the
CENTRAL TEST

amount of value Britain manufactures from steel.

QUICK INSIGHT IN 30 SECONDS

Q1 (1 July-30 September 2026) is showing uneven quota
pressure. Category 12B has shown the clearest September
pressure, while Government support for domestic
steelmaking continues.

What changed?

For engineers, the issue is not the national quota headline.
Itis whether the required grade, form, origin and condition
remain available at a competitive cost when material is
needed.

Why it matters

Engineering-grade steel is an enabling input. The growth
opportunity is to keep more machining, heat treatment,
finishing, inspection, assembly and component value in
Britain.

Key takeaway

1. What does an engineer actually need from the steel
supply chain?

For precision engineers, repetition engineers and subcontract machine shops, country of origin is rarely the first
specification. The practical hierarchy is more immediate:

ENGINEERING Right material > Right quality > Available when required > Competitive price > Ability to

REQUIREMENT manufacture competitively
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Greater UK steelmaking capability can strengthen resilience and create strategic value. But domestic origin only

solves the engineer’s problem when the required grade, form, diameter, condition, certification and volume are
commercially available.

Conclusion

“Can be made in the UK” and “can be bought by a UK engineer when required” are not the same test.
Government’s Steel Strategy itself recognises substantial domestic demand that is not currently met by UK
production and says the trade measure should take downstream supply impacts into account.

2. What are Q1 steel quotas telling engineering-steel
buyers?

The new trade measure began on 1 July 2026. Quotas are administered by product category and origin. Q1 runs
from 1 July to 30 September 2026; Q2 runs from 1 October to 31 December 2026. The transitional exemption also
ends at the Q1 close.

Engineering-relevant quota pressure: September snapshot

12AEU 52.6%

12A Residual

12B EU

12B Turkey

12B Residual

27 EU

Critical threshold!

0 20 40 60 80 100
Q1 quota used (%)

Interim September quota snapshot. Quota balances are dynamic; the Q1 close (30 September 2026) provides
the quarter-end baseline.

The important point is not simply that quotas are filling. Pressure is concentrated. Category 12B has been the
clearest engineering-bar warning signal in the September evidence used for this edition, while Category 12A has
been materially more open.

Q1 is not a clean measure of total underlying import demand. Eligible pre-14 March

CAUTION contracts can use a transitional exemption through 30 September 2026. Q2 (1 October-31
December 2026) will therefore be an important market checkpoint.
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3. Which engineering grades can sit within Categories
12A,12B and 27?

Customs categories are defined by commodity code, composition, product form, dimensions and processing
route - not by an official list of familiar EN grades. The examples below translate the categories into steels
commonly recognised by HPS customers. Classification must still be confirmed against the actual product
supplied.

Typical HPS customer grades /

Category Why the form matters

equivalents

Relevant principally to qualifying alloy
black/hot-rolled merchant bar. Grade name
alone does not determine the customs
category.

EN16 (605M36), 16MnCr5, EN19 (709M40),
EN24 (817M40), EN26 (826M40), EN34,
EN36/36C, EN39B, EN40B (722M24)

12A - alloy merchant bars and light sections

EN3 family, EN8 (080M40 / 080A42), EN9
(070M55), EN14A (150M19); other qualifying
carbon/non-alloy products depending on
form

Relevant principally to qualifying non-alloy
black/hot-rolled merchant bar. Product
geometry and commodity code matter.

12B - non-alloy merchant bars and light
sections

Potentially carbon and alloy grades above
when supplied in qualifying bright/cold-
finished form

The same familiar engineering grade can sitin
a different category when its processing route
and form change.

27 - non-alloy and other alloy cold-finished
bars

Why does this matter to an HPS customer?

A category number can feel remote from day-to-day engineering. In practice, the affected material can become
shafts, pins, gears, axles, tooling and other machined parts. The useful question is therefore not “Is 12B running
low?” but “Could the grade, size and condition | need be affected?”

Further technical information on the named grades is available through the relevant High Peak Steels grade
pages. These links allow readers to move from market context to specification, condition and availability
information for the steels they use.

4. What does British Steel’s position mean for
engineering-steel supply?

British Steel moved into public ownership on 16 July 2026. Government described the intervention as protecting
steel production, jobs, supply chains, infrastructure and national security. That is strategically significant, but
the engineering question is narrower: which parts of the capability can supply the products used by machine
shops and downstream manufacturers?

Engineering relevance ‘ Relevance to HPS-type bar

‘ British Steel segment

Typical products

Construction steel

Beams, columns, channels and
structural sections

Important UK steel demand,
primarily construction

Low direct relevance

Rail

Rail profiles and associated
products

Strategic infrastructure

Low direct relevance

Special profiles

Bespoke rolled profiles

Selected machinery and
engineering applications

Specific / niche

Wire rod

Cold-heading, freecutting, spring,

Direct relevance to automotive,

Relevant capability, but different
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Typical products

Engineering relevance

Relevance to HPS-type bar

bearing and other wire-rod grades

fasteners, precision and
mechanical engineering

form from much merchant
engineering bar

Semi-finished steel

Billets and other feedstock

Can support downstream rolling

Potential capability; not the same

and processing as qualified stock on the rack

Government-commissioned demand analysis separates engineering steels from the much larger construction-
oriented long-product segments. This is why a headline about total steelmaking capacity should not be read as a
measure of engineering-bar availability.

IMPORTANT Steelmaking capacity # engineering-steel capability # qualified supply # stock available to

the engineer.

DISTINCTION

5. How much engineering-steel capability does the UK
have today?

The most useful assessment is not “does Britain make steel?” but “can Britain supply the required engineering
product today?” The evidence should become progressively more specific: national steel demand - long
products > engineering steels > engineering bar > safeguard category > producer capability > grade/form
evidence > stock availability.

UK route / producer

Relevant capability Engineering-steel interpretation

Genuine engineering-related capability,
especially wire rod, but not evidence of
routine supply across HPS merchant-bar
grades.

Wire rod, rail, sections, special profiles and
steelmaking at Scunthorpe

British Steel

Potentially highly relevant to engineering bar;
current operating, qualification and restart
position must be evidenced.

Speciality bar/strip/coil assets and

Speciality Steel UK assets Rotherham steelmaking route

Relevant to stainless/mechanical markets
rather than broad carbon/alloy HPS
substitution.

Stainless semi-finished products, rods and

Marcegaglia Sheffield bars

Strategic long-product capacity; does not
establish complete engineering-grade and
diameter coverage.

7 Steel Cardiff EAF and long-product capability

Critical high-value engineering capability, not

Sheffield F t
eme orgemasters a merchant-bar substitute.

High-integrity specialist forgings

How granular can the, steel stock availability, evidence become?

For EN8, EN9, EN16, EN19, EN24 and EN40B, the most useful evidence is grade-level: confirmed current UK
production, identified technical capability, routine stock availability and import exposure. Public statistics do not
consistently identify domestic supply by familiar EN grade, so the assessment distinguishes what is evidenced
from what remains unquantified.

BETTER SUPPLY TEST

Available to the engineer = correct grade + correct form/size + correct condition +
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certification + sufficient volume + acceptable lead time + commercially viable price.

6. What does “available engineering steel” meanin
practice?

Supply security is practical - Can an engineer call a stockholder on Monday and obtain the required grade,
diameter, condition and quantity in time to meet the production schedule?

A theoretical ability to produce a commodity code somewhere in Britain is not enough, if the product is not
routinely rolled, qualified, stocked or commercially available. That distinction becomes more important when an
imported substitute can face a 50% out-of-quota tariff.

The question

Does the policy measure availability at the steelworks? or availability at the machine shop? For engineering
competitiveness, both matter! Availability at the machine shop determines whether a UK component can
actually be made on time and at a competitive price.

7. How does £1 of engineering steel become £X of
British engineering value?

Where does engineering steel create value after it reaches the engineer?

Engineering steel is rarely the finished product. It is an enabling input. Once a bar reaches a British engineering
business it may be sawn, turned, milled, drilled, forged, heat treated, ground, coated, inspected, certified and
assembled before it becomes a component or part-finished product.

Each stage can add UK labour, machining hours, tooling, plant utilisation, energy consumption, process
knowledge, intellectual property and margin. That is why the economic value of the material cannot be judged
only at the steelworks gate.
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How large are the UK markets that depend on engineered components?

Large UK markets depend on engineered components
£85.4bn

80

70 A

60 A

50 A
£41.5bn
40 -

3017

20 1 >£15bn

UK sector turnover / revenue (£bn)

101

Aerospace Automotive Construction Underwater /
equipment subsea

Different source years/definitions; shown as market scale, not additive GDP/GVA.

Aerospace, automotive, subsea, heavy equipment, defence, energy and advanced
machinery all depend upon engineered components.

Behind the large industry sectors sit thousands of supply-chain companies, including precision,
repeat and general engineers.

The scale of the downstream opportunity is substantial. UK aerospace generated £41.5 billion of turnover in
2025; automotive-related manufacturing generated £85.4 billion; the UK underwater industry is valued at about
£9.4 billion; and the latest public Construction Equipment Association baseline reports more than £15 billion of
sector revenue. These measures use different definitions and source years, so they are shown as market scale
rather than a single additive total.
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UK markets where engineering steel enables higher-value manufacturing
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Engi ing-steel comg t: gi ing-steel comg t: gi ing-steel comp: t: Engineering-steel components
Shafts ¢ spindles « fasteners Crankshafts « gears * drive shafts Valves ¢ connectors ¢ shafts Pins « bushes ¢ shafts « gears
Landing gear * actuator parts Transmission * hydraulic parts Actuators = pressure equipment Hydraulic = wear-resistant parts

lllustrative compenent families; sector totals use different published definitions and should not be added as a single market total.

Behind those headline values sit extensive supply chains. UK automotive is supported by more than 2,500
component providers. ADS represents more than 2,000 aerospace, defence, security and space companies,
including more than 1,000 SMEs. The CEA reported 141 member companies in its 2024 review, including 65
component, parts and materials businesses. Across UK manufacturing more broadly, Make UK estimates
roughly 250,000 active manufacturing businesses, 99% of them micro or SMEs.

How large is the UK engineering-steel-using business base?

UK SIC codes provide a consistent way to identify the types of businesses most likely to machine, forge, cast, finish or
incorporate engineering steel. This matters because the downstream market is not a single sector: it is a network of
specialist manufacturers spread across machining, powertrain, hydraulics, gears, fasteners, forgings, castings and
machinery.

Engineering activity UK SIC 2007 Official activity description
Machined components 25620 Machining

Forging, pressing, stamping and roll-formin
Forgings / pressed parts 25500 ging, p 8 ping g

of metal; powder metallurgy
Manufacture of fasteners and screw machine

Fasteners / screw-machine parts 25940
products
. . ) Manufacture of wire products, chain and
Wire, chain and springs 25930 .
springs
Fluid power / hydraulics 28120 Manufacture of fluid power equipment
Manufacture of pumps / manufacture of taps
Pumps and valves 28131728140
and valves
i i Manufacture of bearings, gears, gearing and
Bearings, gears and drives 28150 .
driving elements
. . Manufacture of engines and turbines, except
Engines and turbines 28110 . . i
aircraft, vehicle and cycle engines
Iron and steel castings 24510/ 24520 Casting of iron / casting of steel
Lifting, machine tools, mining, earthmoving,
Heavy and specialist machinery 28220/28410/28490/28921-3 /28990 roadworks and other special-purpose
machinery

ENGINEERING INSIGHT
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The SIC focus brings the macro-economic argument back to the machine shop. A business does not need to be an

aerospace or automotive prime to contribute to those markets: a small company classified as machining, fluid power, gears
or fasteners may sit several tiers down the supply chain while producing safety-critical or high-value components.

ONS published an Engineering in the UK dataset in September 2025 covering the count, employment and turnover of
VAT/PAYE-based engineering enterprises by grouped UK SIC 2007 classes, business size and region. This provides a
defensible route for measuring the SME structure of the engineering economy rather than inferring it from the turnover of
large end markets.

For Engineering Steel Insight, the most relevant analytical basket is therefore not “all manufacturing”. It is the cluster of
activities where engineering steel is machined, forged, cast, heat-treated, finished or incorporated into mechanical systems.
The table above identifies the core SIC groups that can be tracked consistently alongside aerospace, automotive, subsea
and heavy-equipment end markets.

Sources: Office for National Statistics, Engineering in the UK (3 September 2025, ref. 2997); UK SIC 2007; Companies House SIC 2007 classification. UK SIC 2026 is now
the current classification, but the 2025 ONS engineering dataset is structured on SIC 2007 and is therefore retained here for comparability.

UK manufacturing is built on an SME supply chain

Aerospace / defence / security / space
ADS: 2,000+ members; 1,000+ SM

Large manufacturers and system integrators
Programmes, platforms and major assemblies

Automotive
2,500+ component providg
Tier 1 and Tier 2 suppliers

Component and system suppliers
Specialist sub-assemblies, machined parts and engineered systems

SMEs and specialist engineering companies

_— Precision machining * heat treatment * grinding * finishing
SME manufacturers inspection ¢ certification * assembly * specialist services

and specialist processors

UK manufacturing
~250,000 active busing

The billion-pound end markets depend on extensive supply chains of smaller manufacturers and specialist engi ing busi

Where does engineering steel sit inside these manufacturing markets?

Engineering steel appears inside the components that make these sectors work: shafts, gears, spindles, pins,
fasteners, actuators, valves, connectors, hydraulic parts, transmission components and other machined or
heat-treated parts. These components may be made by a prime manufacturer, but many are produced by
specialist SMEs several tiers down the supply chain.

The unresolved economic question is how much of this component value depends on engineering-grade steel,
and how much of that requirement is met by routine UK production today. Sector statistics establish the scale of
the markets; company and component evidence can progressively quantify where engineering steel sits inside
the value chain.

What does continuity of steel supply mean for the UK manufacturer trying to make the component?

Whether the manufacturer is a major engineering business or a six-person subcontract machine shop, the
commercial question is remarkably similar: can it obtain the right engineering steel, in the right form and
condition, when required, at a price that allows it to manufacture the component competitively in Britain?
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How can this value be measured without overstating the evidence?
A component-based approach provides the clearest route to quantification. For selected grades and sectors,
raw-material value can be compared with the value added through machining, heat treatment, finishing,
inspection and certification, then related to the published scale of the UK market.

Conclusion

The growth opportunity is not simply to make more tonnes of steel. It is to increase the value manufactured in
Britain from the engineering material industry requires. That means connecting viable UK steelmaking with the
thousands of smaller engineering businesses that machine, heat treat, finish, inspect and assemble components
for larger domestic and export markets.

8. What happens if Britain imports the component
instead of the engineering steel?

This is where the policy question reaches the machine-shop door. From major engineering programmes to small
subcontract manufacturers, somebody ultimately has to make the component. The issue is whether the material
required to do that remains available and competitive in Britain.

EARLY-WARNING Engineering-steel imports ¥ | UK engineering-steel production ? | UK engineering output ? |

TEST Finished / semi-finished component imports /v

Why could raw-material policy affect UK engineering jobs and skills?

Businesses in the engineering-steel supply chain have raised a specific risk. If a grade that is not sufficiently
available from routine UK production becomes materially more expensive as a raw-material input, the UK-made
component can become less competitive against a finished or semi-finished component manufactured
overseas.

The employment exposure is wider than the steel purchase itself. The downstream activities can include
CNC programming, turning, milling, heat treatment, grinding, coating, metrology, inspection, certification,
tooling, apprenticeships and production engineering.
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What are the two competing value chains?

Two routes for the same engineering demand

PATH A PATH B
MAKE MORE OF THE VALUE IN BRITAIN IMPORT MORE OF THE VALUE ALREADY MADE
[ Competitive engineering steel ] [ Overseas engineering steel ]
[ UK stockholding & cutting J [ Overseas machining / heat treatment ]
[ UK machining / heat treatment ] { Overseas inspection / assembly ]
[ Inspection / certification ] [Fimshed / semi-finished component impcrted]
[ UK component / part-finished export ] [ UK distribution / assembly only ]
UK machining, skills, jobs More manufacturing value is created
and manufacturing value retained before the component reaches the UK

Illustrative commercial mechanism to be tested; it does not claim national substitution has already occurred.

Path A imports or sources the engineering steel and creates more of the subsequent value in Britain. Path B
imports more of that value already embedded in the finished or semi-finished component. The origin of the raw
steel is therefore only one part of the industrial-policy question.

Where do those engineered components go next?

They can feed UK-built vehicles, aircraft and aerospace systems, subsea and energy equipment, industrial
machinery, computing and data-centre systems, white goods and other manufactured products. They can also
leave Britain as finished or part-finished exports, carrying UK machining, process knowledge and certification
into overseas supply chains.

Why is a fall in engineering-steel imports not enough to prove policy success?

If imported engineering steel falls and UK production replaces it while downstream output remains competitive,
that is successful substitution. If imported steel falls, domestic supply does not replace it and relevant finished -
component imports rise, Britain may simply be importing more of the manufacturing value instead.

The early-warning test

Four indicators need to be read together: engineering-steel imports, UK engineering-steel production, UK
engineering/manufacturing output, and imports of relevant finished or semi-finished components. No single
measure tells the full story.

Conclusion

Steel policy can be measured in tonnes, quotas and tariff rates. For the engineering manufacturer, however, the
test is more immediate: can we get the material and competitively make the component here? The stronger test
is whether Britain keeps making more of the high-value components, systems and exports that engineering steel
enables, while domestic steelmaking grows its ability to supply that demand.
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9. How can UK steelmaking growth and British
engineering growth reinforce each other?

The evidence does not require a choice between British steelmaking and British engineering. The stronger growth
strategy is to expand the amount of high-value manufacturing carried out in the UK while enabling domestic

steelmakers to qualify for and capture more of the engineering-steel demand over time.

Supply position

Possible policy logic to examine

‘ Engineering objective

Strong UK production and sufficient qualified
capacity

Domestic production can meet more demand

Buy competitively from a resilient UK source.

UK production exists but availability is
constrained

UK supply plus managed tariff-free access

Avoid shortages and sudden input-cost
shocks.

UK capability is being developed

Transitional access while capability ramps

Protect downstream output during the
transition.

and qualifies

Do not make a non-substitutable input

No meaningful UK commercial supply structurally uncompetitive

Evidence-led access to required inputs

Protect critical engineering and national

Targeted evidence-led treatment -
capability.

Specialist / strategic grade

The practical test is whether steelmaking resilience and downstream manufacturing competitiveness are moving
in the same direction: more viable UK steel capability, reliable engineering-grade availability and more high-value
components manufactured in Britain.

10. What will Engineering Steel Insight watch at the Q1
close?

e Final Q1 utilisation (1 July-30 September 2026) for Categories 12A, 12B, 17 and 27, by origin.

e The opening Q2 position (1 October-31 December 2026), including the effect of the transitional exemption
ending on 30 September.

e HMRC import volumes and values for relevant engineering-steel commodity codes.

e Any evidenced use of out-of-quota imports subject to the 50% tariff.

e British Steel and other UK producer announcements that materially change engineering-grade capability.

e Stockholder evidence on availability, lead times and substitution by grade/form.

e UK engineering/manufacturing output alongside finished and semi-finished component import trends.

e Adefensible methodology for sector-specific downstream value multipliers.

The best growth outcome is not simply fewer imported tonnes. It is more high-value
components manufactured in Britain, supported by secure access to the engineering-grade
steel required to make them.

WORKING

CONCLUSION

Editor’s Note

Engineering Steel Insight is not arguing against British steelmaking and it is not arguing for imports. It is arguing
for British engineering. Where UK steel can meet engineering demand competitively and reliably, greater
domestic production strengthens the whole supply chain. Where it cannot yet do so, engineers still need
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material on the rack to keep machines running, people employed and components manufactured in Britain. Our

recurring test is therefore practical: what does this mean for the UK manufacturer trying to make the
component?

Sources and evidence notes

[1] Department for Business and Trade, UK’s steel trade measure from 1 July 2026, updated 8 September 2026.
Product scope, quarterly periods, 50% out-of-quota duty, quota volumes and transitional arrangements.

[2] Department for Business and Trade, The UK Steel Strategy, published 19 March 2026. Domestic supply
context, production ambition, downstream considerations and continuing supply gaps.

[3] Department for Business and Trade / Hatch, UK Steel Strategy Demand Assessment, March 2026. Long-term
demand, production capacity and supply-chain gap analysis.

[4] UK Government, Government brings British Steel into public ownership to protect UK steelmaking, 16 July
2026.

[5] Office for National Statistics, UK manufacturers’ sales by product: 2025, released 24 July 2026. Total UK
manufacturers’ product sales of £452.0bn in 2025.

[6]HMRC / UK Trade Tariff quota data, supplemented by industry quota trackers for interim September
utilisation. Final quota balances must be refreshed at the Q1 close before publication.

[7]1High Peak Steels engineering steel stock range and grade pages, used to translate customs categories into
familiar engineering-grade examples. Grade-to-category treatment remains dependent on actual product form
and commodity classification.

[8] ADS Group, UK Aerospace Sector Outlook / Facts & Figures 2026. UK aerospace generated £41.5bn turnover
in 2025, £30.6bn exports and supported 113,000 jobs.

[9] Society of Motor Manufacturers and Traders (SMMT), Motor Industry Facts 2026 / Industry Facts. Automotive-
related manufacturing contributes about £85.4bn turnover and £18bn value added.

[10] Global Underwater Hub, UK underwater industry market intelligence / Business Survey 2025. Sector scale
approximately £9.4bn with 52,000 people employed.

[11] Construction Equipment Association (CEA), UK Construction Equipment Sector Report 2023. Latest public
sector baseline reports more than £15bn revenue in 2021/22, over 44,000 jobs and £2.5bn GVA.

[15] Construction Equipment Association, Annual Review 2024. 141 member companies, including 65 components, parts and materials
businesses. Membership is hot a complete sector census.

[14] SMMT, Motor Industry Facts 2026. More than 2,500 UK automotive component providers; 183,000+ manufacturing jobs and
approximately £85bn automotive manufacturing turnover.

[13] ADS Group, Industry Facts & Figures 2026. More than 2,000 member companies across aerospace, defence, security and space,
including more than 1,000 SMEs. Membership is an indicator of supply-chain breadth, not a complete sector census.

[12] Make UK/ Civitas / ERA Foundation, The Growth Mission: A Blueprint for Scaling Up SME Manufacturers, 2025. Approximately 250,000
active UK manufacturing businesses; 99% micro or SMEs.
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Evidence status
This chapter uses the latest evidence available at publication. Quota balances are dynamic and should be read
with the stated observation date. Quarter-end figures for Q1 (1 July-30 September 2026) provide the baseline for

comparison with Q2 (1 October-31 December 2026).
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