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Does Dumping Make Economic Sense?
Chinese finished steel exports surged to record highs in 2015, 
totaling 102 million tons of finished steel through November, 
up more than 20.0 percent from 11 months of the prior year 
and exceeding the 93.78 million tons exported in all of 2014.  
In response, trade actions took place throughout the world, 
accusing Chinese companies and its government of dumping, 
i.e., subsidizing goods sold at less than cost of production.  All 
of which makes anyone wonder about whom benefits from 
goods sold for less than it cost to make them.

Everyone, except wooly-eyed socialists, knows that free 
markets are a more efficient way to allocate resources 
and determine prices than even the best-run government 
bureaucracy, if there is such a beast.  As if more evidence was 
needed, The Economist recently published an astute analysis 
about why it pays for China to dump steel at less than its cost 
of production, but a bail-out for struggling British mills would 
be a mistake.

Basically, it’s a question of values.  The world suffers a glut 
of steel-making capacity.  Advanced economies, like Great 
Britain’s and that of the U.S., are better off letting some 
industries suffer because other industries can pick up the 
slack in employment and revenues.  China has to put greater 
priority on short-term concerns over jobs and development, so 
it dumps.

Carbon Steel
Steel shipments from U.S. service centers dropped (14.9) 
percent in November from the prior month and (8.1) percent 
compared with November, 2014, according to the Metals 
Service Center Institute (MSCI).  Inventories were down (4.2) 
percent from October and (7.0) percent below the levels of a 
year earlier as distributors scrambled to unload stock.  Most 
analysts are predicting improved conditions early in 2016.

What are cheering up those analysts are some price 
increases that seem to be taking hold.  Steelbenchmarker.
com reported that U.S. hot-rolled coil prices, from which 
most pipe is derived, rose 2.4 percent in late December after 
dropping to 12-year lows at the beginning of the month.  The 
jury is still out whether demand will be sufficient to sustain 
the bump in pricing.  According to MEPS International, Ltd., 
however, global steel prices continued to slide in December.

Concern by foreign producers over trade cases sent steel 
imports plummeting in November.  The American Iron & 
Steel Institute (AISI) reported that imported finished steel 
tumbled (15.6) percent from October.  Year-to-date through 
11 months, finished steel imports were down (5.0) percent 
compared with the same period in 2014.  Finished steel import 
market share was an estimated 25.0 percent in November and 
is estimated at 29.0 percent, YTD.

World crude steel production declined (4.1) percent in 
November for the 66 countries reporting to the World Steel 
Association (WSA) compared to November, 2014.  China’s 
crude steel production for November, 2015, was down by 
(1.6) percent, while U.S. producers saw a (15.6) percent drop 
compared to November, 2014.  The crude steel capacity 
utilization ratio for the 66 countries in November, 2015, was 
66.9 percent.  This was (4.0) percentage points lower than 
November, 2014, and (1.4) percentage point lower than 
October, 2015.

The bad news is that the global production decrease made 
only a minor dent in the global steel capacity glut, which is 
estimated at some 600 million tons.

Stainless Steel & Alloys
All of the major domestic stainless steel producers 
announced base price hikes for January.  ATI, AK Steel 
and Outokumpu said they intended a 4.0 percent increase 
for January shipments to be achieved by lower functional 
discounts.  However, NAS, the largest producer, opted for 
only a 2.0 percent discount reduction.  It remains to be seen 
whether market resistance will force any or all of the producers 
to back down.

Meanwhile, stainless steel surcharges are starting the New 
Year with their seventh, consecutive monthly drop. American 
Metal Market (AMM) pegged the January surcharge for Type 
304 as falling an average of (13.9) percent, while Type 316 loses 
(12.9) percent.

LME nickel prices ended 2015 plummeting almost in 
half from the beginning of the year.  The official price on 
December 31st was $8,700 a ton, compared with a high of 
$15,540 reached on January 7 of last year.

http://www.economist.com/news/britain/21676787-global-glut-has-clobbered-british-mills-bail-out-would-be-mistake-steeled-worse?zid=293&ah=e50f636873b42369614615ba3c16df4a
http://www.msci.org
http://www.msci.org
http://www.steelbenchmarker.com/
http://www.steelbenchmarker.com/
http://www.meps.co.uk/viewpoint1215.htm
http://www.steel.org
http://www.steel.org
http://www.worldsteel.org
http://www.worldsteel.org
http://www.amm.com
http://www.amm.com
http://www.lme.com/en-gb/metals/non-ferrous/nickel/
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ATI announced that it would temporarily idle two of 
its stainless plants in Pennsylvania in response to poor 
market conditions.

Global production of stainless steel dropped a modest 
(0.5) percent through the first nine months of 2015, according 
to the International Stainless Steel Forum (ISSF).  That is not 
nearly enough to bring supply into balance with sagging 
demand worldwide.  Unless demand picks up, 2016 is shaping 
up as another down year for stainless pricing.

Ferromanganese, ferrochrome and ferrovanadium spot 
prices continued to drop as 2015 drew to a close, according 
to AMM, with ferrovanadium hitting lows last seen in 2003.  
Most of AMM’s sources could see no recovery in sight, 
although some thought the markets may have hit bottom in 
view of mining cuts.  Until steel demand picks up, however, no 
dramatic increases are on the horizon.  Silicomanganese also 
was mired in a pricing slump.

Ferrosilicon prices were holding fairly steady at last report, 
although AMM noted some concern over cheap imports from 
Brazil undercutting the market by around (15.0) percent.

Molybdenum prices did pick up a bit early in December in 
response to production cuts announced by leading producer 
Freeport-McMoran.

Tubular Products
Luxembourg-based Tenaris SA has decided to cut out 
middlemen by selling many energy tubular products directly 
from their mills to drilling rigs.  Tenaris executives revealed 
in a third-quarter conference call that 30.0 percent of its U.S. 
sales went direct, and CEO Paolo Rocca said that “sooner or 
later, some of our competitors will follow.”  So far, none has.  
Evraz North America and TMK IIPSCO issued statements 
emphasizing their commitment to distributors.  Many OCTG 
distributors predictably are up in arms against Tenaris and 
seeking new vendor partnerships.

OCTG and line pipe prices continue to plummet in sync with 
falling energy prices and diminished drilling activity.  Average 
OCTG prices dropped (2.2) percent to $1,233 per short ton in 
November, with ERW product down (2.4) percent to $1,121 per 
ton, and seamless material off (2.2) percent to $1,345 per ton, 
according to Pipe Logix LLC.

Domestic line pipe product averaged $1,607 per ton in 
November, down (2.1) percent from October, according to 
Pipe Logix LLC.  ERW averaged $1,056 per ton, down (0.8) 
percent, and seamless line pipe declined (2.8) percent to an 
average of $2,158 per ton. 

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

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

Total Carbon and Alloy Pipe & Tube 11,521,920 9,465,372 8,121,234 -14.2% 50.3%

Carbon Seamless Tubular Products (Other than OCTG) 2,372,575 1,961,525 1,539,253 -21.5% 110.8%

Carbon Seamless OCTG 3,022,400 2,412,277 1,761,594 -27.0% 47.8%

Welded Tubular Products (Other than OCTG) 2,498,088 2,010,386 2,690,977 33.9% 7.7%

Welded OCTG 1,955,555 1,661,290 909,660 -45.2% 72.5%

Flanges, Fittings & Tool Joints 1,408,172 1,171,473 1,080,099 -7.8% 81.6%

Stainless Seamless Tubular Products 527,797 415,677 397,714 -4.3% 58.8%

Stainless Welded Tubular Products 482,052 404,425 350,337 -13.4% 33.0%

Stainless Flanges, Fittings & Tool Joints 642,339 540,832 532,372 -1.6% 74.5%

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

http://www.worldstainless.org
http://www.amm.com
http://www.amm.com
http://www.pipe-logix.com
http://www.pipe-logix.com
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The U.S. rig count stood at 698 as of December 31st, more 
than 60.0 percent below the 1,113 rigs running the same week 
a year earlier and the lowest since hitting 703 in September 
1999, according to data from Baker Hughes, Inc.

The Steel Manufacturers Association (SMA) and other 
observers saw hopeful signs for OCTG in the lifting of our 
country’s ban on crude oil exports.  The thinking is this will 
boost demand for U.S. oil and drilling fortunes, however, any 
boon will probably be years away.

Northwest Pipe announced that it will idle its energy 
tubulars plant in Atchison, Kansas, and it seeks a buyer for 
the facility.

Investigations will continue into standard pipe imports 
from Oman, Pakistan, the United Arab Emirates and Vietnam, 
but the U.S. International Trade Commission (ITC) dropped 
the Philippines from the trade case.  The U.S. Department 
of Commerce (DOC) is scheduled to issue preliminary 
countervailing margins by January 21st and anti-dumping 
duty determinations by April 5th.  Petitioners in the case are 
Bull Moose Tube, EXLTUBE, Western Tube & Conduit and 
Wheatland Tube.

Bull Moose Tube told American Metal Market (AMM) of 
a 6.0 percent increase in sprinkler pipe prices for orders 
beginning February 1st.  The company explained the rise as 
passing along increasing costs.

Copper

Copper prices are enjoying a bit of recovery after bottoming 
out on November 23rd at $2.0195 per pound.  The rebound 
owes not to any pickup in demand but speculation due to 
mining cutbacks announced by Freeport-McMoRan and 
other producers totaling close to 1 million tons annually.  
Weak demand and a strong dollar are still weighing heavily 
on the market, so some analysts think copper may yet head 
downward to under $2/lb. in 2016.

Anti-dumping duties of 5.89 percent were imposed on 
11 affiliated Chinese producers of seamless refined copper 
pipe and tube.  The producers will be treated as a single entity, 
ruled the U.S. International Trade Administration (ITA).  The 

ITA said the importers made sales of merchandise at less than 
normal value during the period of review, November 1, 2013, 
thru October 31, 2014.  In the first nine months of 2015, U.S. 
imports of copper pipe and tube from China were down (72.2) 
percent from the same period in 2014 and (67.5) percent lower 
than in 2013. 

The global refined copper market for September, 2015, 
showed a seasonally adjusted production surplus of 
around 30,000 metric tons, according to preliminary data 
from International Copper Study Group (ICSG).  ICSG pegged 
a seasonally adjusted refined copper surplus for the first nine 
months of 2015 at about 122,000 tons.  This compares with a 
production deficit of around 375,000 tons for the same period 
of 2014. 

Scrap
In sync with the general metals malaise, scrap prices, ferrous 
and otherwise, nosedived throughout most of 2015 thanks 
to slumping demand.  Scrap industry sources peg 2015 total 
export and domestic demand for ferrous scrap to be only 
about 71.0 percent of what it was in 2011, while average prices 
finished about (47.0) percent lower.  A possible indication 
of better times appeared in early December when American 
Metal Market (AMM) reported its Midwest Ferrous Scrap Index 
at least marginally higher for all categories.

Ferrous scrap export prices were still reported to be 
marginally lower as December drew to a close.  Turkish 
imports, the largest single consumer of U.S. ferrous scrap, cut 
back on purchases, and prices weakened pretty much across 
the board.

The moribund stainless steel scrap market was reported to 
be at least leveling off in late December, with price changes 
measured in a few pennies up or down.  Little buying activity 
was taking place, however.
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Daily Comex Copper Spot Prices
December, 2015

http://gis.bakerhughesdirect.com/Reports/StandardReport.aspx
http://steelnet.org/
http://usitc.gov/
http://www.commerce.gov/
http://www.commerce.gov/
http://www.exltube.com/
http://www.amm.com
http://trade.gov/
http://www.icsg.org
http://www.amm.com
http://www.amm.com
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Mirroring the Comex, copper and brass scrap prices were 
inching a bit higher in December.  AMM attributed the rise to 
a bit tighter supply and competition from Chinese buyers.

Plastics
PVC resin sales for pipe and tubing, which accounts for about 
45.0 percent of sales, fell about (2.0) percent thru 10 months of 
2015, according to Plastics News.  Housing construction, although 
rising, didn’t expand fast enough to make a lot of difference.

Thanks to the oil price slump, virtually all commodity 
resins ended the year lower than at the beginning.  PVC 
prices mostly dropped throughout the year, although leveling 
off the last couple of months.  PVC demand will grow in 
accordance with the housing market, which most observers 
expect (and hope) will continue to improve in 2016.  Pretty 
much the same story held for PE and HDPE resins going into 
plastic pipe.  ABS resins were reported to be dropping in price 
by as much as (10.0) percent in the fall, 2015.

News of Note
ASA’s industrial PVF distributors suffered a third straight 
sales decline in November, dropping (5.0) percent on 
average, compared with November, 2014. This followed a 
(10.7) percent drop the prior month and a (5.4) percent drop 
in September, year over year, according to the association’s 
Monthly Pulse Report.  For the calendar year through 
November, sales were still in positive territory, eking out a 
0.8 percent average gain.  However, the sales picture turned 
negative on a trailing 12-month basis, down (0.4) percent on 
average.  On average, ASA’s industrial PVF distributors were 
sitting on 0.4 percent more inventories in November, 2015, 
compared with November, 2014.

The Industrial Supply Association (ISA) reported fairly 
dramatic dips in its December ISA Economic Indicator Report.  
The ISA Manufacturer Index decreased from 66.8 in October to 
54.5 in November, while the Distributor Index declined from 
62.5 to 54.2.  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.

Architecture firms saw a decline in billings during 
November with an Architecture Billings Index (ABI) score of 
49.3 (any score below 50 indicates a billings decline).  It was 
the fourth month in 2015 that saw a decline but followed two 
months of growth and only slightly more firms reported a 
decrease than increase in billings.  The American Institute of 
Architects (AIA) also noted that inquiries and the value of new 
design contracts continued to increase in November.

New construction starts in November fell (5.0) percent in 
value from the previous month, according to Dodge Data 
& Analytics.  The decline represented a partial pullback after 
the 13.0 percent increase reported for total construction in 
October as nonresidential building lost some momentum 
following its improved October pace.  Decreased activity was 
also reported for housing in November.  During the first eleven 
months of 2015, total construction starts on an unadjusted 
basis were $597.9 billion, up 8.0 percent from the same period 
a year ago.

Let’s finish on the bright side.  Construction costs in North 
America dropped to their lowest level of the year in December, 
reflecting the decline in metals and other material prices.  
The IHS PEG Engineering and Construction Cost Index (ECCI) 
registered 41.8 in December, down from 43.7 in November.  
The ECCI has remained below the 50.0 threshold throughout 
2015, indicating that costs have consistently declined during 
the year.  Though that’s not necessarily good news for sellers 
of construction materials, it does bode well for making 
construction more affordable and giving it a boost.

About Jim Olsztynski
Since 1977, Jim Olsztynski has covered the plumbing-heating-
cooling-piping and industrial and mechanical pipe-valve-
fitting (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, 
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.

http://www.cmegroup.com/trading/metals/base/copper.html
http://www.amm.com
http://www.plasticsnews.com/ARTICLE/20151223/NEWS/151229919/COMMODITY-RESIN-PRICES-STEADY
http://www.asa.net/Business-Intelligence/Industry-Benchmarks/Monthly-Pulse-Report
http://www.isapartners.org
http://www.aia.org/practicing/economics/AIAS076265
http://www.aia.org
http://www.aia.org
http://www.construction.com/dodge/
http://www.construction.com/dodge/
https://www.ihs.com/info/pp/ihs-peg-ecci.html
mailto:wrdwzrd@aol.com
http://www.asa.net/Education/tabid/573/Default.aspx
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Producer Price Index - Key Industry Products

Pipe, Valves & Fittings
Product

Code
October

2015
November

2015
% Change

% Change
November

2014

Metal valves, except fluid power 1149-02 303.2 303.0 -0.1 1.9

Gates, globes, angles & check valves 1149-0201 334.5 334.5       0.0 2.5

Ball valves 1149-0202 374.4 373.5 -0.2 0.8

Butterfly valves 1149-0203 207.9 207.8 0.0 1.2

Industrial plug valves 1149-0204 222.0 221.1 -0.4 2.3

Plumbing & heating valves (low pressure) 1149-0205 N/A 292.8 N/A 2.1

Solenoid Valves 1149-0208 322.2 320.2 -0.6 1.7

Other industrial valves, including nuclear 1149-0209 283.3 283.3 0.0 2.2

Automatic valves 1149-0211 172.6 172.8 0.1 1.9

Steel pipe & tube 1017-06 215.9 215.1 -0.4 -14.9

OCTG, standard, line pipe, carbon 1017-0671 81.4 81.3 -0.1 -16.4

Steel pipe & tube, alloy 1017-0673 90.2 90.2 0.0 -9.0

Steel pipe & tube, stainless steel 1017-0674 95.7 96.1 0.4 -9.8

Metal pipe fittings, flanges & unions 1149-0301 292.4 291.3 -0.4 -2.9

Copper & copper-base alloy pipe and tube 1025-0239 179.4 172.6 -3.8 -11.8

Plastic pipe 0721-0603 104.4 103.9       -0.5 -6.4

Plastic pipe fittings & unions 0721-0604 146.1 145.6 -0.3 3.2

Plumbing Fixtures, Fittings  & Trim 1054-02 295.4 295.4 0.0 1.5

Bath & shower fittings 1054-0211 N/A 245.8 N/A 1.6

Lavatory & sink fittings 1054-0218 147.3 147.3 0.0 2.6

Enameled iron & metal sanitary ware 1056 222.0 232.9 4.9 4.9

Steam & Hot Water Equipment 1061 276.0 276.0 0.0 -0.3

Cast iron heating boilers, radiators and convectors 1061-0106 173.8 173.8 0.0 0.7

Domestic water heaters 1066-01 351.4 351.3 0.0 1.9

Electric water heaters 1066-0101 333.6 333.6 0.0 3.5

Non-electric water heaters 1066-0114 220.9 220.8 0.0 0.9

Warehousing, Storage & Related Services 32 98.9 98.5 -0.4 0.7

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


