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Oil Drilling Is Down, But Production Rises
This article from the March 14, 2015, edition of The Wall Street 
Journal makes the interesting observation that even though 
oil drilling is down by almost half from its peak of last year, 
total U.S. crude oil production hit a high of 9.4 million barrels a 
day in the week ended March 6.

The reason is that while many shale oil producers have 
stopped drilling, they have focused on boosting production 
in their best oil fields.  Meanwhile, they have also cut back 
spending on drilling by $50 billion, which is why so many 
OCTG pipe producers and distributors are singing the blues 
these days.

Channel partners might take heart in a new strategy that is 
starting to emerge - drilling wells but holding off on fracking 
until oil prices rise.  This will enable producers to respond 
rapidly when market conditions improve and increase supply 
almost immediately. 

Carbon Steel
Hot-rolled and cold-rolled steel prices continued to slide 
as March drew to a close, with domestic hot-rolled selling 
for under $500 per ton and cold-rolled steel in danger of 
sinking below $600 per ton.  Some observers think the slide 
has neared bottom, although that remains to be seen with 
iron ore still tickling six- and seven-year lows below $60 per 
ton.  A global iron ore glut shows no sign of easing as long as 
China’s economy remains sluggish.  The London-based metals 
tracking firm, MEPS, reported in early March that its average 
global steel price dropped 4.0 percent in March.

U.S. steel mill shipments dropped 2.7 percent in January 
from December and were 1.7 percent lower than the January, 
2014, total, driven by a 10.0 percent decline in hot-rolled sheet, 
according to the American Iron and Steel Institute (AISI).  Cold-
rolled sheet shipments rose 2.0 percent over December.

U.S. service center steel shipments decreased by 1.4 percent 
from February, 2014, while steel product inventories increased 
15.1 percent over February a year ago, according to the Metals 
Service Center Institute (MSCI).  It was the second month in a 
row steel service centers reported a decline in shipments.  

Steel import permit applications dropped 15.0 percent 
in February compared with January, AISI reported, based 
on the U.S. Commerce Department’s most recent Steel 
Import Monitoring and Analysis (SIMA) data. For the first 
two months of 2015 (including February SIMA and January 
preliminary), total and finished steel imports were up 24.0 
percent and 36.0 percent, respectively, from the same period 
in 2014.  The estimated finished steel import market share in 
February was 33.0 percent and is 33.0 percent year-to-date 
through two months.

Some analysts attribute the February drop to persistent 
rumors of a trade petition coupled with plunging domestic 
steel prices.  Many steel users are over-inventoried.  

World crude steel production inched up 0.6 percent in 
February compared with the same month in 2014 for the 
65 countries reporting to the World Steel Association (WSA).  
China’s output climbed 3.4 percent, while U.S. production went 
in the opposite direction, falling 8.0 percent below the level 
of February, 2014.  The global average capacity utilization rate 
was 73.4 percent in February, off 1.7 percent from February, 
2014, but up 3.8 percent from January.

Pressure continues to rein in China’s steel exports.  Leading 
domestic steel producers, such as U.S. Steel and Nucor, are 
trying to round up political support for remedies as China’s 
steel exports rose 63.0 percent in January from the same 
month in 2014.  They are on pace to beat the 82.1 million tons 
of steel exported last year, the most ever by any country this 
century and 59.0 percent above the amount they shipped 
overseas in 2013.  China produces as much steel as the rest 
of the world combined, and domestic markets can’t absorb it 
all, even when China’s economy is humming at full strength.  
Amid the current slowdown, much of China’s steel finds a 
home elsewhere.

Stainless Steel & Alloys
Stainless steel purchasing has failed to pick up in early 
2015 in the major consuming markets, according to MEPS, 
which last fall predicted a first quarter recovery for the global 
stainless market.  Although there was a burst of activity in 
the first half of January, it appears to have been the result of 
short-lived stock replenishment measures, which have now 
subsided.  Some observers think the market will yet pick up as 
the year goes by.

The LME nickel pricing graph for March resembles a roller 
coaster ride, dipping below $13,600 a ton early in the month, 
then rising to $14,400 a week later before dropping $13,200 

http://www.wsj.com/articles/u-s-producers-ready-new-oil-wave-1426288890?mod=WSJ_hp_LEFTTopStories
http://www.meps.co.uk/viewpoint315.htm
http://www.steel.org
http://www.msci.org
http://www.msci.org
http://www.steel.org
http://www.commerce.gov
http://hq-web03.ita.doc.gov/License/Surge.nsf/webfiles/SteelMillDevelopments/$file/exec%20summ.pdf?openelement
http://hq-web03.ita.doc.gov/License/Surge.nsf/webfiles/SteelMillDevelopments/$file/exec%20summ.pdf?openelement
http://www.worldsteel.org
http://www.meps.co.uk/editorial2-15.htm
http://www.lme.com/en-gb/metals/non-ferrous/nickel/
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again as of March 30.  The LME’s benchmark three-month 
contract began the year at $15,000 a ton.  Nickel prices have 
fallen by about a quarter from a high in May, 2014. 

High-carbon ferrochrome prices were holding surprisingly 
firm in late March, despite the slump in oil and gas drilling.  
Some observers noted a slowdown in purchases, however.

Falling demand is taking a higher toll on prices for high-
carbon ferromanganese, which was in danger of dropping 
below $1,000 per ton in late March.  Ferrosilicon prices were also 
on the downswing, according to American Metal Market (AMM). 

Tubular Products
OCTG distributors sold their products at the lowest prices 
in 63 months in March.  

Average OCTG prices dropped to $1,570 per short ton in 
March, down 3.7 percent from the prior month and the lowest 
level since December, 2009, according to data from Pipe Logix.  
ERW pipe registered an average of $1,466 per ton, down 3.7 
percent in a while, the lowest in 61 months, while seamless 
OCTG prices dropped to a 72-month low of $1,674 per ton, 
also down 3.7 percent from February.  Not surprisingly, the 
Pipe Logix distributor sentiment index remained at a record 
low of 18 in March.

Drilling rigs are disappearing faster than the Cheshire 
cat’s grin.  The U.S. rig count was down to 1,069 as of March 
20, more than a five-year low.  Canada’s slide was even 
more dramatic, with only 140 rigs in operation on that date 
compared with 389 a year ago, according to data from Baker-
Hughes.  A drop to 1,000 rigs would be about half the peak 
of a couple of years ago and represents the loss of 2.5 million 
tons of OCTG demand, which is about equal to the expanded 

capacity of domestic mills since 2013.  As we have reported in 
the past few months, many of those new energy tubular mills 
are struggling with shutdowns and layoffs.  Speaking at AMM’s 
8th Annual Steel Tube and Pipe Conference in Houston in early 
March, a Welded Tube of Canada executive said that the 2015 
market will need only about 4.5 million tons of OCTG, down 
from between 6-7 million tons last year.  Distributors are sitting 
on months’ worth of inventory with no inclination to reorder.  
Domestic OCTG producers have laid off some 6,000 workers.

Following script, line pipe prices also plunged to new lows 
in February. Overall prices, blending domestic and imported 
product, fell for the sixth consecutive month to $1,551 per 
ton, down 2.6 percent from January, according to Pipe Logix.  
Average domestic line pipe prices sold for an average $1,889 
per short ton, down 2.9 percent, and average domestic 
seamless line pipe prices dipped 2.3 percent to $2,524 per 
ton, while ERW line pipe dropped 4.2 percent to $1,254 per 
ton.  Average import prices fell 2.1 percent to $1,213 per ton.  
Seamless imports were down 1.9 percent in February to $1,528 
per ton, while welded product slid 2.6 percent to $898 per ton.

Pipe distributors are understandably gloomy amid the 
carnage. The National Association of Steel Pipe Distributors’ 
(NASPD) index of distributor sentiment fell to 22 in February 
from 26 in January.

A sliver of good cheer for domestic line pipe producers 
came with preliminary countervailing duties imposed by the 
U.S. Commerce Department on imports of welded line pipe 
from Turkey.  Borusan Mannesmann Boru Sanayi ve Ticaret AS 
will face duties of 8.85 percent, and Tosyali Dis Ticaret AS will 
face duties of 3.76 percent, while all other Turkish importers 
were assessed duties of 4.36 percent. However, the Commerce 
Department issued a negative preliminary determination 

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

Annual & Year-To-Date Data (Jan. – Jan., 2015) 2014 YTD 2014 YTD 2015 % Change YTD % Change 2010-14

Total Carbon and Alloy Pipe & Tube 11,528,970 871,329 1,402,022 60.9% 50.4%

Carbon Seamless Tubular Products (Other than OCTG) 2,371,161 148,943 217,761 46.2% 110.6%

Carbon Seamless OCTG 3,023,456 214,702 340,748 58.7% 47.9%

Welded Tubular Products (Other than OCTG) 2,502,215 169,603 346,566 104.3% 7.9%

Welded OCTG 1,956,935 178,861 335,220 87.4% 72.6%

Flanges, Fittings & Tool Joints 1,402,046 124,114 141,743 14.2% 80.8%

Stainless Seamless Tubular Products 529,239 38,618 66,038 71.0% 59.2%

Stainless Welded Tubular Products 482,113 30,751 42,909 39.5% 33.0%

Stainless Flanges, Fittings & Tool Joints 643,716 53,816 58,254 8.2% 74.9%

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

http://www.amm.com/Article/3440682/Ferroalloys-slide-again-as-steel-mart-labors.html
http://pipe-logix.com/
http://www.bakerhughes.com/
http://www.bakerhughes.com/
http://www.amm.com/events/amm-steel-tube-pipe-conference/details.html
http://www.amm.com/events/amm-steel-tube-pipe-conference/details.html
http://www.pipe-logix.com
http://www.naspd.com/
http://www.naspd.com/
http://www.commerce.gov/
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against shipments from South Korea.  Commerce’s final 
decision in the investigation of welded line pipe under 24 
inches is expected July 28, with the U.S. International Trade 
Commission’s final injury vote likely to follow September 11.  
The trade case was filed last October on behalf of American 
Cast Iron Pipe, Energex Tube, Maverick Tube, Northwest Pipe, 
Stupp Corp., Tex-Tube, TMK Ipsco, and Welspun Tubular.

WTO appeals keep getting filed by foreign companies 
stung by last year’s huge trade case resulting in duties against 
various OCTG imports.  By one count, there were some 29 
appeals, especially from South Korea.

Canada’s International Trade Tribunal has extended by 
five years its dumping and subsidization duties on OCTG 
imports from China that were set to expire March 22.  The 
Canada Border Services Agency (CBSA) set dumping margins 
for Chinese OCTG of 137.6 percent and subsidization of 25.7 
percent of the export price. 

So what happened to so much pipe purchased for the 
not-built Keystone XL pipeline?  About a third of the 36-
inch spiral-welded pipe has been absorbed by other projects 
following President Obama’s veto of the Keystone project.

U.S. Steel announced that a new tubular couplings facility 
will be part of a $277.5 million expansion of its Fairfield 
Works in Birmingham, Alabama.  The plant will manufacture 
couplings with premium, semi-premium and API connections 
for customers in the oil and gas industries. 

Evraz Inc. North America has acquired the assets of United 
Spiral Pipe LLC (USP) for an undisclosed amount.  USP was 
formed as a joint venture between U.S. Steel Corp. and South 
Korea’s Posco Ltd. and SeAH Steel Corp.

Copper

Copper prices have been mainly on the upswing since the 
Comex bottomed out at a five-year low of $2.47 a pound on 
January 29.  March continued the recovery with copper rising 
to a high of $2.82 on March 26 before dropping back below 
$2.80 toward month’s end.  Most analysts are betting on this 
being a continuous trend due to a pickup in demand and only 
modest supply growth.  On the nay side, some experts think 
the strengthening U.S. dollar will serve to rein in copper and 

other commodities.  A falling dollar makes commodities less 
expensive to foreign investors.

Global refined copper production swung to a slight surplus 
in December, with mines producing 104,000 more tons than 
consumed during the month, according to preliminary data 
from the International Copper Study Group (ICSG).  This was 
in contrast to a deficit of 46,000 tons in November.  For all of 
2014, refined copper tallied a deficit of 475,000 tons, up 75.9 
percent from a deficit of 270,000 tons in 2013.  Copper’s fall in 
price over recent months is widely attributed to expectations 
of a significant global copper surplus in 2015.

Oops!  What a difference a typo makes.  CME Group, which 
owns the New York Mercantile Exchange and its Comex 
division, on March 13 momentarily reported a preliminary 
settlement price for copper contracts of $3.6635 a pound, 
a level not seen in two years and a leap of about $1/lb. over 
recent trading activity.  The actual figure was supposed to be 
$2.6635/lb.  Most traders recognized the glitch for what it was.

Scrap
Scrap dealers haven’t sung the blues this mournfully since 
2009.  With iron ore in the doldrums, construction activity 
weaker than expected and a steep drop in OCTG production, 
ferrous scrap prices are tickling bottoms not seen since the 
Great Recession started.  Mills are reluctant to make more 
than minimal purchases as they sit and wait for prices to 
stumble still more.  Moreover, ferrous scrap exports declined 
17.1 percent last year, according to the U.S. Commerce 
Department.  A big reason was a steep drop in demand from 
China, traditionally the largest overseas market for U.S. scrap.  
China is generating more domestic scrap at the same time its 
economic growth has slowed.

Ferrous scrap purchases in and from the U.S. totaled about 
73 million tons last year, down from 77 million tons in 2013, 
according to Joseph Pickard, chief economist and director of 
commodities for the Institute of Scrap Recycling Industries.

Stainless steel scrap prices plunged through most of March 
before picking up toward month’s end, according to AMM.  
AMM’s assessment of stainless scrap consumer buying prices as 
of March 23 put Type 316 solids at $1,680 to $1,700 per gross 
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ton compared with $1,660 to $1,700 the prior week and Type 
304 solids at $1,230 to $1,255 per ton versus $1,210 to $1,255 in 
the same comparison.  All other grades remained unchanged.

Copper scrap prices also were reported weak during 
March, although supplies were reported tightening towards 
the end of the month. 

Plastics
PVC resin prices were holding steady in March, selling in a 
range between $2.44 and $2.49/lb.  HDPE resins were on the 
upswing for the month, starting from an average low of $2.46/
lb. on March 2, then rising to $2.51/lb. on March 16 before 
settling back to the $2.48 range by month’s end. 

PE resin prices dropped an average of 5¢/lb in February, 
bringing the total decline in prices within a five-month 
period to 16¢/lb., reported Plastics Technology magazine.  The 
downward movement has been linked to crude oil prices, a 
key driver of PE pricing.

ABS prices have declined about 10% since 4Q14, although 
experts believe they have bottomed out and are due for 
modest increases in 2Q15.

News of Note
ASA’s industrial PVF distributors saw sales decline for 
the second straight month, in February, losing an average 
of 0.6 percent compared with February, 2014.  On a trailing 
12-month basis, they were still up 4.7 percent following a 
healthy 2014 as a whole, according to the association’s most 
recent Monthly Pulse Report. ASA’s PVF distributor inventories 
were up an average 4.1 percent compared with February, 2014.

Industrial manufacturers and distributors saw growth 
accelerate in February, according to the March ISA Economic 
Indicator Report (EIR) from the Industrial Supply Association 
(ISA). The ISA Manufacturer Index increased from 58.9 in 
January to 62.5 in February, while the ISA Distributor Index 
rose from 57.8 in January to 63.4.  For each index, a reading 
above 50.0 percent indicates expansion, while a reading below 
50.0 percent indicates contraction.  The Indexes have been 
above 50.0 percent since December, 2012.

New construction projects climbed 16.1 percent in value in 
February compared to the previous month and 33.5 percent 
over the same month a year ago, according to Dodge Data 
& Analytics.  Before clicking your heels, keep in mind that 
nonresidential construction is notoriously volatile, and most of 
the increase can be attributed to a few multi-billion industrial 
and non-building projects recorded in February, including a 
$3 billion petrochemical plant in Texas.  Through the first two 
months of the year, nonresidential building was up 22 percent 
compared with the same period in 2014, according to Dodge 
Data.  Residential construction value was up 5.3 percent in 
February versus January and 7.4 percent YTD.

Building materials distributors enjoyed 7.0 pecent growth 
in the fourth quarter of last year, according to the North 
American Building Material Distribution Association (NBMDA).  
NBMDA members have forecast healthy 9.0 percent growth 
for 2015.

Business conditions at U.S. architecture firms improved 
modestly in February, but growth rates remain well below 
typical 2014 levels.  With a national index score of 50.4 for 
February, billings increased somewhat from the 49.9 reading 
in January.  It is thought that severe winter weather may have 
hampered the score of February’s Architecture Billings Index.

The IHS PEG Engineering and Construction Cost Index 
(ECCI) fell to 42.4 percent in February, down from 48.8 
percent in January, and the softest reading on record. The 
decline included a reading of 39.6 percent in the materials/
equipment price index, down from 47.2 percent.  Eleven of its 
12 components saw prices drop in February, including carbon 
steel pipe.

About Jim Olsztynski
For over 35 years, Jim Olsztynski has covered the plumbing-
heating-cooling-piping and industrial and mechanical pipe-
valves-fittings (PHCP-PVF) industry as an award-winning 
journalist and editor for a variety of industry publications.  He 
is an accomplished author having published several Essentials 
courses for ASA University and is soon to publish his own book, 
titled:  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.
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http://www.asa.net/Business-Intelligence/Industry-Benchmarks/Monthly-Pulse-Report
http://www.isapartners.org
http://www.isapartners.org
http://construction.com/dodge/
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http://www.nbmda.org/
http://www.nbmda.org/
http://www.aia.org/practicing/economics/AIAS076265
https://www.ihs.com/info/pp/ihs-peg-ecci.html
https://www.ihs.com/info/pp/ihs-peg-ecci.html
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http://www.asa.net/Education/tabid/573/Default.aspx
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Producer Price Index - Key Industry Products

Pipe, Valves & Fittings
Product

Code
January

2015
February

2015
% Change

% Change
February

2014

Metal valves, except fluid power 1149-02 297.4 298.2 0.3 1.5

Gates, globes, angles & check valves 1149-0201 326.5 328.1 0.5 1.9

Ball valves 1149-0202 367.2 368.3 0.3 -0.8

Butterfly valves 1149-0203 205.7 205.7 0.0 -1.5

Industrial plug valves 1149-0204 217.7 217.3 -0.2 2.1

Plumbing & heating valves (low pressure) 1149-0205 290.3 290.3 0.0 1.4

Solenoid Valves 1149-0208 314.9 314.9 0.0 2.0

Other industrial valves, including nuclear 1149-0209 278.6 280.0 0.5 2.8

Automatic valves 1149-0211 169.6 169.6 0.0 3.0

Steel pipe & tube 1017-06 250.9 248.9 -0.8 -2.0

OCTG, standard, line pipe, carbon 1017-0671 97.4 97.4 0.0 0.8

Steel pipe & tube, alloy 1017-0673 100.2 100.0 -0.2 0.1

Steel pipe & tube, stainless steel 1017-0674 99.7 98.6 -1.1 -2.7

Metal pipe fittings, flanges and unions 1149-0301 300.4 299.1 -0.4 -0.7

Copper & copper-base alloy pipe and tube 1025-0239 182.5 185.1 1.4 -11.0

Plastic pipe 0721-0603 107.7 109.4 1.6 -0.5

Plastic pipe fittings & unions 0721-0604 141.7 145.1 2.4 3.0

Plumbing Fixtures, Fittings  & Trim 1054-02 294.6 295.5 0.3 2.4

Vitreous china fixtures 1052 N/A N/A N/A N/A

Bath & shower fittings 1054-0211 241.9 246.3 1.8 3.8

Lavatory & sink fittings 1054-0218 146.5 146.3 -0.1 2.0

Miscellaneous brass goods 1054-0223 N/A N/A N/A N/A

Enameled iron & metal sanitary ware 1056 222.0 222.0 0.0 5.0

Steam & Hot Water Equipment 1061 276.8 276.8 0.0 2.6

Cast iron heating boilers, radiators and convectors 1061-0106 172.6 172.6 0.0 2.3

Steel heating boilers, all classes 1061-0112 N/A N/A N/A N/A

Domestic water heaters 1066-01 344.8 344.8 0.0 1.7

Electric water heaters 1066-0101 322.4 322.4 0.0 0.9

Non-electric water heaters 1066-0114 218.9 218.9 0.0 2.2

Warehousing, Storage & Related Services 32 98.1 97.9 -0.2 0.7

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


