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In the Spotlight

Reasons to Cheer the American Economy

Bummed out about the state of the U.S. economy? A lot of us 
have been feeling that way.  You likely will feel a little less so if 
you take time to read the cover story in the July 14-20, 2012 
edition of The Economist. 

Titled “Comeback Kid (Rebuilding America’s economy),” the 
article cites vibrant export of services, the shale drilling boom 
and a host of other reasons for feeling upbeat about our 
prospects for the future.  Click the link above to access the 
article.

Carbon Steel

Steel prices slumped around the world as of early July, 
according to MEPS. The British metals research and tracking firm 
reported that to be the case in 25 of 28 countries researched. 
MEPS attributed the slump to falling raw material costs and a 
flood of imports resulting from weak economic conditions in 
various regions of the world. These have created downward 
pressure on flat product prices in the U.S. In other words, too 
much steel is being produced for the current level of global 
economic activity.

As if on cue, global crude steel output dipped a slight 0.1% in 
June as compared with June 2011. This is based on figures from 
the World Steel Association. U.S. steel production in a recent 
week fell to the lowest level since last November. U.S. steel mills 
operated at an average capacity utilization rate of 74.3% during 
the third week of July, compared with a year-to-date average of 
77.8%.  This is up 6.1% from the same period last year.

June steel shipments declined by roughly 2% in the U.S. 
and about 1% in Canada from June 2011 levels, reported the 
Metals Service Center Institute (MSCI). Steel product inventories 
increased 13.6% over June a year ago while decreasing 0.7% 
from the previous month. At the current shipping rate, this 
represents 2.6 months of supply in inventory, which is an 
increase of 15.9% from a year ago.

MEPS forecasts global steel production to increase 3.7% in 
2012. The U.S. and Canada realized strong production growth 
in the first half of the year, but MEPS expects North American 
mills to trim their capacity utilization in the second half.

Steel imports declined 15% in June (13% for finished steel 
goods) but were up 22% and 24%, respectively, for the year, 
according to the American Iron and Steel Institute.

Stainless Steel

Stainless prices continue to take a beating as major U.S. 
producers NAS, ATI and AK Steel all lowered surcharges by 
between 5-10% for common grades in August.

Plunging nickel prices are the ultimate culprit, says MEPS. 
It is a global phenomenon with roots in an excess of supply 
worldwide, which of course is another way of saying that 
economic activity isn’t as robust as it ought to be.

U.S. service center shipments of stainless steel dropped 
5.1% in June from the previous month, and 6.6% from June 
2011, according to MSCI. Inventories are building, with U.S. 
service centers holding 2.7 months of supply at the end of June, 
up from 2.5 months’ worth at the end of May. 

Finland’s giant stainless steel producer Outokumpu 
reported an operating loss of around $98 million in the 
second quarter, blaming Europe’s economic uncertainty, the 
decline in nickel pricing and destocking among distributors.

Tubular Products

Domestic mills get frisky with prices. Wheatland Tube, Atkore, 
Nova Tube and ExlTube were among major North American 
pipe and tube producers to have announced price increases in 
July for a range of products spanning ERW products, sprinkler 
pipe and fencing, citing higher flat-rolled steel and freight costs. 
More pipe and tube manufacturers are expected to follow suit.

OCTG prices have gone in the opposite direction. Tulsa’s Pipe 
Logix, Inc. calculated average spot prices for OCTG at $1,857 
per ton in July, the fourth month in a row of decline. (Average 
spot seamless OCTG was at $1,998 per ton in July, also down 
from the previous month.) Weak pricing in this sector is caused 
more by supply than demand, because drilling has remained 
strong even amid declining natural gas prices. Natural gas 
drilling largely has been replaced by a switch to oil rigs. But an 
influx of imports and a rush to build new domestic capacity has 
oversaturated the market, say observers.

http://www.economist.com/node/21558576
http://www.meps.co.uk/viewpoint612.htm
http://www.msci.org/news/details.aspx?ArticleID=194
http://www.msci.org/news/details.aspx?ArticleID=194
http://www.steel.org/~/media/Files/AISI/Press%20Releases/2012/July/IMP1206.ashx
http://www.meps.co.uk/editorial612.htm
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The OCTG supply glut is likely to worsen in the fall, when 
Vallourec indicated it expects to start producing the first 
runs of seamless pipe at its massive new $600 million mill in 
Youngstown, OH.

Gas glut gets gutted:  The lull in natural gas drilling may be 
coming to an end. Searing summer temperatures throughout 
most of the country have increased energy demand, and as a 
result natural gas prices were trending up about 4% for the year 
as July neared a close. Cooler weather in August/September 
could reverse the trend, but for now OCTG suppliers have even 
more reason to cheer.

Imports of most tubular products 
dropped significantly in June, although 
year-to-date imports remained up 
dramatically. Department of Commerce 
figures show OCTG imports dropped 15.5% 
in June from May, though up 39.7% for the 
year to date. Line pipe imports plunged 
26.4% in June (+ 37.5% YTD), while standard 
pipe imports decreased 11.5% during June (+ 14.2% YTD).

The Canadian International Trade Tribunal made a 
preliminary ruling that imports of carbon steel welded pipe 
from India, Oman, South Korea, Taiwan, Thailand, Turkey and 
the United Arab Emirates are being dumped and imports 

from India, Oman and the United Arab Emirates also are being 
subsidized, injuring the domestic industry.

Copper

Copper prices were well on the road to recovery as we went 
to press.  As July was drawing to a close, copper was tracking 
for around a 10% quarterly increase, although the gains were 
fragile and subject to reversal; due to lingering concerns about 
the pace of the U.S. economic recovery and the continuing saga 

of European debt.

On the flip side, one factor bolstering 
copper is a continuing global product 
deficit. According to England’s World 
Bureau of Metal Statistics, copper was the 
only base metal to record a global deficit 
in production vs. demand in the January-
May period of 2012, despite production 
increasing by 2.4% over the year-ago 

period. (Aluminum, lead, zinc and nickel are the other base 
metals, all reporting a production surplus.)

Barclays Bank of London cut its copper pricing forecast for 
the third quarter by 14%, due in large measure to weaker-than-

As July was drawing to a 
close, copper was tracking 

for around a 10%  
quarterly increase.

U.S. Pipe & Tube Imports
Landed duty-paid value (in $1,000s)

Annual & Year-To-Date Data from Jan 2011-Jan 2012 2011 YTD 2011 YTD 2012 % Change YTD % Change 2007-11

Total Carbon and Alloy Pipe & Tube 9,898,742 3,770,318 5,585,027 48.1% 5.8%

Carbon Seamless Tubular Products (Other than OCTG) 1,965,444 697,356 1,034,482 48.3% 45.7%

Carbon Seamless OCTG 2,612,205 1,009,110 1,488,244 47.5% 58.9%

Welded Tubular Products (Other than OCTG) 2,253,821 936,534 1,405,394 50.1% -49.4%

Welded OCTG 1,556,185 535,359 901,658 68.4% 153.0%

Flanges, Fittings & Tool Joints 1,239,362 465,764 652,367 40.1% 29.0%

Stainless Seamless Tubular Products 920,190 368,377 401,967 9.1% -3.1%

Stainless Welded Tubular Products 438,209 166,206 202,272 21.7% -30.9%

Stainless Flanges, Fittings & Tool Joints 558,825 196,667 273,731 39.2% 2.8%

 Source: U.S. International Trade Commission/U.S. Department of Commerce
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News of Note

protection on July 10. The company had gross revenue of more 
than $40 million in 2011, and estimated its liabilities at between 
$10 million and $50 million.

Construction materials prices slipped for the second 
consecutive month in June, according to an analysis of 

Associated General Contractors of America. 
The index for copper and brass mill 
shapes slumped 4.1% for the month and 
12.6% since June 2011, while the index 
for steel mill products slipped 1.3% and 
3.2%, respectively. The index for plastic 
construction products edged down 0.4% in 

   .shtnom 21 revo %9.1 tsuj pu saw dna enuJ

year,” said Ken Simonson, the association’s chief economist. “The 
half-percent rise in the producer price index for construction 
inputs from June 2011 to June 2012 was the smallest year-over-
year swing since December 2009.”

More than 3,000 thefts of metal – mainly copper -- from 

some 2,500 hours in delays, reported The Economist in its July 
14, 2012 edition.

About Jim Olsztynski

For 35 years, Jim Olsztynski has covered the plumbing-
heating-cooling-piping and industrial and mechanical pipe-

journalist and editor for a variety of industry publications.  He 
is an accomplished author having published several Essentials 
courses for ASA University as well as his own book, entitled:  
Bumps on the Road to Riches:  How to Avoid Big Mistakes that 
Kill Small Businesses.  Jim has also made numerous appearances 
and presentations about the industry and its rich history before 
live audiences as well as on television.

expected demand from China. Barclay’s analysts predicted 
copper prices will average $7,700 per ton on the London Metal 
Exchange in the third quarter, though they think prices will 
rebound by year’s end to average around $8,120 for the year. 

Scrap Markets

Ferrous scrap prices have hit bottom, or so goes a loud buzz 
from industry sources. Although this opinion is not unanimous, 
most dealers look for ferrous to go higher 
in August and beyond. This opinion is 
based on the observation that declining 
prices throughout the year have led steel 
buyers scrap buyers to stand pat waiting 
for scrap prices to scrape bottom. But 
lean purchasing can only go so far before 
production demands require more scrap 
to feed the mills, and that’s the point most 
producers are at.

U.S. ferrous scrap exports have picked up in recent weeks, 
adding pressure to price stability.

, which are still 
feeling the pinch from low nickel pricing and sluggish demand. 
Stainless scrap has been on a downward trend since March and 
that trend shows no signs of abating.

Plastics

Plastics Technology magazine’s latest assessment is for 
continuing price declines for the four commodity thermoplastics 
resins (PE, PP, PS, PVC) and downward movement for high-
volume engineering resins, including ABS. Analysts blame a 
sharp decline in U.S. energy prices bringing down prices for all 
key feedstocks, along with dismal-to-lackluster domestic and 
global demand.

A prominent eastern plumbing wholesaler raised PVC pipe 
prices between 8-13% during July.

seeing sustained relief from 
the outsized cost increases 



ASA MATERIALS MARKET DIGEST  |   5  © 2012 American Supply Association. All Rights Reserved. 

Producer Price Index - Key Industry Products

Pipe, Valves & Fittings
Product

Code
May 2012 June 2012 % Change

% Change
June 2011

Metal valves, except fluid power 1149-02 275.8 277.1 0.5 5.4

Gates, globes, angles, and checks 1149-0201 316.0 316.6 0.2 3.8

Ball valves 1149-0202 320.9 319.7 -0.4 11.0

Butterfly valves 1149-0203 196.7 196.3 -0.2 2.6

Industrial plug valves 1149-0204 210.7 210.7 0.0 3.5

Plumbing and heating valves (low pressure) 1149-0205 267.2 282.3 5.7 6.1

Solenoid valves 1149-0208 277.6 279.9 0.8 3.2

Other industrial valves, including nuclear 1149-0209 256.7 256.9 0.1 8.4

Automatic valves 1149-0211 156.1 156.2 0.1 3

Steel pipe & tube 1017-06 289.9 287 -1 2.6

OCTG, standard, line pipe, carbon 1017-0671 124.5 123.9 -0.5 9.4

Steel pipe & tube, alloy 1017-0673 111.0 110.9 -0.1 6.1

Steel pipe & tube, stainless steel 1017-0674 103.8 102.6 -1.2 -4.5

Metal pipe fittings, flanges and unions 1149-0301 298.8 301.3 0.8 2.9

Copper & copper-base alloy pipe and tube 1025-0239 225.2 207 -8.1 -17.8

Plastic pipe 0721-0603 105.0 103.6 -1.3 -2.0

Plastic pipe fittings & unions 0721-0604 135.2 135.2 0.0 3

Plumbing Fixtures, Fittings & Trim 1054-02 279.4 279.4 0.0 1.2

Vitreous china fixtures 1052 148.0 148.0 0.0 2.1

Bath & shower fittings 1054-0211 224.4 224.4 0.0 0.2

Lavatory & sink fittings 1054-0218 139.6 139.6 0.0 1.9

Miscellaneous brass goods 1054-0223 290.5 290.5 0.0 1.9

Enameled iron & metal sanitary ware 1056 199.9 199.9 0.0 1.5

Steam & Hot Water Equipment 1061 256.8 256.5 -0.1 5.4

Cast iron heating boilers, radiators and convectors 1061-0106 161.5 161.5 0.0 5.0

Steel heating boilers, all classes 1061-0112 165.8 164.9 -0.5 5.4

Domestic water heaters 1066-01 323.7 337.9 4.4 4.5

Electric water heaters 1066-0101 307.6 320.9 4.3 4.5

Non-electric water heaters 1066-0114 203.3 212.3 4.4 4.5

Warehousing, Storage, & Related Services 32 98.5 98.2 -0.3 -3

Source:  U.S. Department of Commerce Bureau of Labor & Statistics


