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It Takes Money to Make Less Money
That twist on the old saying applies to the fact that 
production costs for U.S. pennies and nickels remained above 
face value for the tenth year in a row in fiscal 2015, according 
to the U.S. Mint.  The unit cost for producing a penny was 
1.43 cents, while the unit cost for nickels was 7.44 cents.  
The net loss to the U.S. Treasury was $74.4 million.  Higher 
denomination coins were “profitable.” The unit cost for dimes 
fell to 3.54 cents, and for quarters to 8.44 cents.

The agency in charge of producing our country’s metal 
moolah submitted a report to Congress in December, 2014, 
that evaluated 29 potential alternative metal alloys for 
circulating coins.  The report found that at current market 
prices, using alternative metals would not lower the costs of 
coin production, and none of the metals were as durable as 
alloys currently used. 

Pennies are composed of copper-plated zinc, consisting of 
97.5 percent zinc and 2.5 percent copper, while nickels are 
75.0 percent copper and 25.0 percent nickel.  Dimes and 
quarters are 8.33 percent nickel and the remainder copper.  
Reduction in those metal prices meant smaller losses for the 
U.S. Treasury compared with previous years.  Nonetheless, 
the deficits strengthen the case made by some that we 
would be better off doing away with pennies and maybe 
even nickels.

Carbon Steel
“I’m as mad as hell, and I’m not going to take this, 
anymore!” That famous line from the classic 1976 movie, 
Network, aptly describes the mood among U.S. steel 
executives, who are calling for tariffs and other sanctions 
against, what they charge, are unfairly subsidized imports 
of steel products from China.  On April 26th, U.S. Steel Corp. 
(USS) filed a Section 337 complaint against Chinese steel mills 
and distributors seeking the exclusion of all “unfairly traded” 
Chinese steel from the U.S. market.  USS charges that Chinese 
steel firms have conspired to fix prices, steal trade secrets 
and engaged in false labeling in order to circumvent existing 
duties.  The U.S. International Trade Commission (ITC) is 
supposed to decide within 30 days whether to initiate a trade 
case.  Section 337 is part of the Tariff Act of 1930 and like a 
trial in that accused companies can be compelled to testify.

Although they have not yet pulled the trigger, several 
other domestic steel producers have publicly talked about 
asking the President invoke Section 201 of the Trade Act of 
1974, which permits the President to grant temporary import 
relief by raising import duties or imposing nontariff barriers 
on goods entering the U.S.  Section 201 was last invoked 
in 2002 by President George W. Bush, also on behalf of a 
beleaguered U.S. steel industry.

Despite all the angst, steel prices have been on a big 
upswing since mid-April. American Metal Market (AMM) 

calculated that prices for hot-rolled coil (HRC), the so-called 
“mother’s milk” of steel pipe and tubing, surged more than 
18.0 percent higher than a year ago and more than 40.0 
percent from their low last December.  The rally is driven 
more by domestic supply cutbacks, jumps in raw material 
costs and economic sanctions against foreign imports than 
any significant increase in demand.  Until demand picks up, 
the increases will be hard to sustain.

U.S. service centers saw carbon steel shipments in March 
decrease by (9.2) percent from March, 2015, although they 
gained 3.4 percent from February, according to the Metals 
Service Center Institute (MSCI).  Steel product inventories 
decreased (2.0) percent from last March and were (3.1) 
percent less than in February.  MSCI calculated a (9.1) percent 
decline in member shipments through the first three months 
of 2016 compared with the same period a year before.

Finished steel imports dropped (0.1) percent in March 
from the prior month, based on preliminary U.S. Census 
Bureau data, the American Iron & Steel Institute (AISI) 
reported.  For the first three months, finished steel imports 
were down (18.0) percent versus 2015.  Finished steel import 
market share was an estimated 24.0 percent in March and 
was estimated at 25.0 percent, YTD.

Metal Bulletin’s iron ore index reached $70.46 per ton 
April 21st, the first time iron ore had hit the $70 mark since 
January, 2015.  Prices have since softened a bit to the mid-
60s, but that’s still well above the low that dropped below 
$40 last December.

Enough is enough! That’s the watchword from a group of 
major steel-producing nations that have entered discussions 
about trying to reduce the global steelmaking glut.  The 
group includes the U.S., Canada, Mexico, the European 
Union, Turkey, South Korea, Japan and Switzerland – but not 
China, by far the world’s largest steelmaking nation.  The 
as yet unnamed group issued a joint statement agreeing 
that government support for new capacity or money-losing 
plants has worsened the steel glut and that loss-making mills 
should be allowed to close and exit the market.  No tangible 
plan has yet emerged about how to bring this idea out of the 
realm of wishful thinking.

World crude steel production dropped (0.5) percent in 
March compared to March, 2015, for the 66 countries 
reporting to the World Steel Association (WSA).  Due mainly 
to sluggish demand, world crude steel production declined 
(3.6) percent in the first three months of 2016 compared to 
the same period in 2015. 

The crude steel capacity utilization ratio of the 66 
countries in March, 2016, was 70.5 percent. This was 1.3 
percentage points lower than March, 2015.  Compared to 
February 2016, it was 3.9 percentage points higher.  In March, 
this report indicated that one industry consultant said capacity 
utilization would need to rise to 85.0 percent for the global 
industry as a whole to turn profitable.  That’s a long way off.

https://www.usmint.gov/
https://www.youtube.com/watch?v=WINDtlPXmmE
https://www.usitc.gov/press_room/us337.htm
http://usitc.gov/
https://en.wikipedia.org/wiki/Smoot%E2%80%93Hawley_Tariff_Act
https://www.usitc.gov/press_room/us_safeguard.htm
https://en.wikipedia.org/wiki/Trade_Act_of_1974
https://en.wikipedia.org/wiki/Trade_Act_of_1974
http://www.amm.com
http://www.msci.org
http://www.msci.org
http://www.census.gov
http://www.census.gov
http://www.steel.org
http://www.metalbulletin.com/
http://www.worldsteel.org
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First the good news: The Chinese steel industry is expected 
to reduce its losses by about one-sixth this year.  The bad 
news for China is that still represents a collective loss of 
about 10 billion yuan ($1.54 billion), according to the China 
Iron and Steel Association. 

Stainless Steel & Alloys
Stainless steel prices also were on the upswing in April, 
with major domestic producers announcing price hikes, 
mainly via a 2.0 percent reduction in functional discounts.  
Lower inventories, reduced imports and an ongoing 
recovery in nickel prices were behind the increases, although 
demand remains stagnant at best.  The three-month nickel 
contract closed the London Metal Exchange’s (LME) official 
session at $9,460 per ton on April 29th, up 10.5 percent from 
$8,565 at the start of the year.  Some observers see stainless 
surcharges rising in May due to sharp gains in iron prices and 
small increases in molybdenum.

Longer term, MEPS International, Ltd. remains skeptical 
that stainless prices can be sustained. “Neither nickel nor 
stainless steel is expected to record significant price advances 
in the next six months…customers will continue to buy only for 
their immediate requirements,” said a MEPS analyst.

Ferrovanadium spot prices, in late April, jumped back 
above $9.00/lb. for the first time since last August, 
American Metal Market (AMM) reported.  Although that’s still 
significantly below the highs of $12.50 to $13.20 per pound 
reached in January, 2015, it’s a large jump from $5.70 to $5.90 
per pound at the start of this year.  The increase has been 
sparked by stronger demand, lower inventories and a trade 
case filed against South Korean imports.

Silicomanganese and molybdenum prices also have 
started to move up, although at a slower pace than 
ferrovanadium, according to AMM.  Manganese ore and moly 
are starting to benefit from widespread production cutbacks.  
Global production of molybdenum decreased (8.0) percent in 
3Q15 from the previous quarter, and was down (15.0) percent 
compared with the same period in 2014, according to the 
International Molybdenum Association (IMOA).  Global use of 
molybdenum in the third quarter was down (5.0) percent in 
the previous quarter and down (12.0) percent compared with 
the same period in 2014.

Global stainless steel melt shop production dipped (0.3) 
percent in 2015, according to the International Stainless Steel 
Forum (ISSF).  China remained the biggest producer, although 
its production dropped (11.0) percent from the second quarter 
and (9.0) percent less than the same period in 2014.

Tubular Products
Recipe for disaster: hot-rolled coil prices on the rise, 
rig counts down. This is the dire situation facing OCTG 
manufacturers and distributors.  On April 29th, the Baker 
Hughes Rotary Rig Count dropped to 420, down around 
(40.0) percent from where the year began at an already 
depressed level.  At the same time, hot-rolled coil prices 
have jumped around 40.0 percent in the same time frame, 
according to American Metal Market (AMM).  Producers are 
trying to pass along the increases but with few takers.  Many 
distributors are sitting on 10-12 months’ worth of inventory 
and, though prices have firmed up, most have little prospect 
of selling the products in the foreseeable future.  The market 
for seamless casing and line pipe, in particular, seems to 

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

Annual & Year-To-Date Data (Jan. – Feb., 2016) 2015 YTD 2015 YTD 2016 % Change YTD % Change 2011-15

Total Carbon and Alloy Pipe & Tube 8,974,162 2,395,164 932,701 -61.1% -9.4%

Carbon Seamless Tubular Products (Other than OCTG) 1,701,527 426,047 135,772 -68.1% -22.7%

Carbon Seamless OCTG 1,935,777 683,868 192,419 -71.9% -25.7%

Welded Tubular Products (Other than OCTG) 3,006,272 552,392 387,435 -29.9% 31.4%

Welded OCTG 927,680 464,091 40,077 -91.4% -40.4%

Flanges, Fittings & Tool Joints 1,243,349 242,985 141,920 -41.6% 17.0%

Stainless Seamless Tubular Products 449,469 103,593 42,755 -58.7% -3.0%

Stainless Welded Tubular Products 410,133 76,269 58,818 -22.9% -1.6%

Stainless Flanges, Fittings & Tool Joints 620,295 104,767 89,484 -14.6% 11.0%

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

http://www.chinaisa.org.cn/gxportal/DispatchAction.do?efFormEname=ECTM40&key=VzQOMVw3BGVUNQQzUjVWNwRgVTZWMgYxU2BRZQVnV2IKGQ5BWkFQYgMSBkFQRwJi
http://www.chinaisa.org.cn/gxportal/DispatchAction.do?efFormEname=ECTM40&key=VzQOMVw3BGVUNQQzUjVWNwRgVTZWMgYxU2BRZQVnV2IKGQ5BWkFQYgMSBkFQRwJi
http://www.lme.com/
http://www.meps.co.uk/
http://www.amm.com
http://www.amm.com
http://www.imoa.info/
file:///\\BA-239C72\Job_Files\Customer%20Files\ASA%20-%20American%20Supply%20Association\ASA%20Materials%20Market%20Digest\16-798%20ASA%20Materials%20Market%20Digest%20May%202016\Customer%20docs\International%20Stainless%20Steel%20Forum%20(ISSF)
file:///\\BA-239C72\Job_Files\Customer%20Files\ASA%20-%20American%20Supply%20Association\ASA%20Materials%20Market%20Digest\16-798%20ASA%20Materials%20Market%20Digest%20May%202016\Customer%20docs\International%20Stainless%20Steel%20Forum%20(ISSF)
http://gis.bakerhughesdirect.com/Reports/StandardReport.aspx
http://gis.bakerhughesdirect.com/Reports/StandardReport.aspx
http://www.amm.com
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have all but dried up.  One speaker at a Critical Commodities 
Conference in New Orleans during mid-April said the energy 
tubulars business was in its “Great Depression.”

Pipe Logix’s latest available data for March show 
continuing declines in OCTG prices, which fell (1.1) 
percent on average from February to $1,140 per short ton.  
ERW products slipped (1.2) percent to $1,028 per ton, and 
seamless products dropped another (0.9) percent to $1,253 
per ton in the same comparison.

Line pipe showed signs of resilience, at least in 
distributor sentiment.  Pipe Logix’s figures show a (3.4) 
percent decline in March domestic line pipe prices to 
$1,500 per ton, while prices for imported line pipe inched 
up 0.2 percent to $899 per ton.  Nonetheless, Pipe Logix’s 
measure of distributor sentiment rose to 53 in March from 
44 in February.  Anything over 50 represents an expanding 
market, and this was the first time that happened since 
November, 2014.  It was explained as a sign that distributors 
think the line pipe market has hit bottom, and pricing will 
likely stabilize in the coming months.

Copper

Comex copper prices continued to inch their way up in 
April finishing the month at $2.28, the monthly high and 
significantly above February lows that threatened to fall 
below $2/lb.

The average LME copper cash price for March was 
$4,947.55 (U.S.) per ton, up from the February average of 
$4,595.48.  The 2016 high and low copper prices through the 
end of March were $5,103.00 on March 18th and $4,310.50 per 
ton on January 15th, respectively.  The year-to-date average 
through March was $4,671.91 per ton, (15.0) percent below 
2015’s annual average.

A seasonally adjusted global production surplus of 
around 50,000 metric tons (t) of refined copper was 
recorded in preliminary data by the International Copper 
Study Group (ICSG).  This compares with a surplus of 
some 9,000 t (seasonally adjusted) in January, 2015.  ICSG 
estimated world apparent usage increased by around 4.5 
percent in January, 2016, while world mine production 
increased by around 2.0 percent (30,000 t).

The copper market will move into deficit in 2018, 
predicted Nelson Pizarro, CEO of Chile’s state-owned copper 
mining giant, Codelco.  Speaking at London-based CRU 
Group’s 15th World Copper Conference in Santiago, Pizarro 
took note of declining output, and the slowdown in China’s 
consumption is temporary.

Scrap
Scrap prices have finally started on the road to recovery, 
thanks to a booming export market and a pickup in domestic 
demand with the recent surge in steel prices.  American Metal 
Market’s (AMM) Midwest ferrous scrap indices increased for a 
second, consecutive month, with increases ranging from 26.0 
to 28.0 percent depending on category.  Since the start of the 
year, ferrous scrap prices have jumped 51.4 percent for No. 1 
busheling, 55.2 percent for shredded scrap and 65.0 percent 
for No. 1 heavy melt.

Purchases of international bulk ferrous scrap have 
pushed prices over the $300-per-ton level for the first time 
since November, 2014.  High-priced sales have been going to 
Turkey, Taiwan and other major steel-producing nations.

U.S. steel producers also were stepping up purchases of 
ferrous scrap imports, especially from Canada and Europe.  
Ferrous scrap imports surged 60.2 percent in February as U.S. 
mills found bargains overseas amid rising domestic scrap prices.

Stainless scrap prices also began turning upward in late 
April after a long stint in the doldrums.  AMM’s assessment 
of broker/processor buying prices in Pittsburgh put Type 
316 stainless scrap solids at $1,277 to $1,299 per gross ton, 
up from $1,187 to $1,277 per ton previously; Type 304 solids 
at $1,030 to $1,075 per ton, up from $963 to $1,030 per ton; 
and Type 304 turnings at $806 to $896 per ton, up from 
$784 to $851 per ton.  The ferritic scrap grades also moved 
up with Type 430 stainless scrap solids at $291 to $403 per 
ton compared with $246 to $336 per ton previously; Type 430 
turnings were selling at $157 to $246 per ton, up two cents 
on the high end.

Copper and brass scrap also were said to be edging 
up due to tight supply and heavy demand as copper 
producers took note of a steadily rising Comex market.  
Steady demand from China has increased pressure on 
domestic copper scrap supplies.

Plastics
Prices of nearly all large-volume commodity resins 
dropped through much of the first quarter, driven 
by lower energy and feedstock costs and generally 
limp demand, according to Plastics Technology magazine.  But 
lately, there’s been a turnaround with upward pricing for PE 
and PVC.  Polyethylene prices went up 5¢/lb. in March, and 
suppliers aimed for another 4¢/lb. in April.  Analysts attribute 
the rise to an increase in exports, domestic pre-buying and 
higher PE prices in China and Southeast Asia.
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PVC resin prices moved up 3-4¢/lb. in March, with further 
increases ahead as suppliers aimed for an April 3¢/lb. hike 
and 6¢/lb. in May.  Analysts doubted producers would fulfill 
that wish list, but they do see room for 1-3¢/lb. gains.

Low resin prices have taken a toll on resin recyclers.   
Learn more.

News of Note
ASA’s industrial PVF distributors saw business continue 
to grow at a healthy pace in March, averaging a 5.8 percent 
increase over March, 2015, following February’s 5.6% year-
over-year growth.  March’s performance boosted two-month 
sales 5.8 percent over 2015, according to the association’s 
Monthly Pulse Report.  On a trailing 12-month basis, ASA’s PVF 
distributors realized a 4.3 percent average sales gain.  ASA’s 
PVF distributors were sitting on (1.9) percent less inventory 
on average in March, 2016, compared with March, 2015.

ASA has identified the industry’s declining workforce 
as a priority.  With the successful passage of a pair of 
infrastructure bills, it’s clear that one of the few things 
Congress can agree on is building up our infrastructure.  
While a positive development, ASA recently signed a letter 
alerting Congress to the reality that various construction and 
distribution industries continue to experience shortages, 
requiring their attention to make career technical education 
a priority.

Industrial manufacturers and distributors continued to 
show strength, despite a pullback for distributors in the 
April ISA Economic Indicator Report (EIR) from the Industrial 
Supply Association (ISA). The ISA Manufacturer Index 
increased from 56.8 in February to 66.6 in March.  Meanwhile, 
the Distributor Index decreased from 70.3 in February to 
65.3 in March. Nonetheless, for each index, a reading above 
50.0 percent indicates expansion, while a reading below 50.0 
percent indicates contraction.

Overall new construction value in March receded (1.0) 
percent from February’s pace, according to Dodge Data 
& Analytics.  However, nonresidential building in March 

climbed 23.0 percent, strengthening for the second month in 
a row after February’s 5.0 percent gain.  Residential building 
grew 3.0 percent in March.  Multifamily housing increased 
15.0 percent, bouncing back following a (6.0) percent decline 
in February, as it continues to proceed at a brisk pace.  Single-
family housing in March slipped (2.0) percent, essentially 
remaining close to its February pace. 

Total construction starts for the first three months of 
2016 registered a (10.0) percent decline on an unadjusted 
basis compared to the same period last year.  Nonresidential 
building dropped (9.0) percent year-to-date, while residential 
building grew 12.0 percent year-to- date, with growth for 
single family housing up 11.0 percent and multifamily 
housing up 13.0 percent.  Looking at 12-month moving 
totals, the 12 months ending March, 2016, versus the 12 
months ending March, 2015, found total construction starts 
up a slight 0.4 percent.  Nonresidential building dropped 
(10.0) percent in that time frame, while residential building 
went up 14.0 percent.  Nonbuilding construction dropped 
(5.0) percent.

Architecture firms ended 1Q2016 with an upturn in 
billings.  After a slight decline in January and weak recovery 
in February, the AIA’s Architecture Billings Index (ABI) 
registered 51.9 in March, the strongest month-to-month 
growth since last October.  The ABI is thought to be a 
harbinger of construction 9-12 months in the future.

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.
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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
February

2016
March
2016

% Change
% Change

March
2015

Metal valves, except fluid power 1149-02 302.8 307.1 1.4 2.3

Gates, globes, angles & check valves 1149-0201 332.9 335.4 0.8 1.5

Ball valves 1149-0202 373.6 391.7 4.8 5.2

Butterfly valves 1149-0203 209.1 209.1 0.0 1.7

Industrial plug valves 1149-0204 221.7 221.7 0.0 0.8

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

Solenoid Valves 1149-0208 320.2 320.2 0.0 1.3

Other industrial valves, including nuclear 1149-0209 282.8 286.0 1.1 1.8

Automatic valves 1149-0211 173.0 173.4 0.2 1.9

Steel pipe & tube 1017-06 211.1 212.8 0.8 -12.2

OCTG, standard, line pipe, carbon 1017-0671 77.1 77.8 0.9 -17.1

Steel pipe & tube, alloy 1017-0673 92.8 92.8 0.0 -6.9

Steel pipe & tube, stainless steel 1017-0674 96.8 94.5 -2.4 -6.1

Metal pipe fittings, flanges & unions 1149-0301 288.7 287.6 -0.4 -2.1

Copper & copper-base alloy pipe and tube 1025-0239 161.1 168.1 4.3 -9.8

Plastic pipe 0721-0603 101.4 98.4 -3.0 -9.5

Plastic pipe fittings & unions 0721-0604 146.6 146.0 -0.4 -1.9

Plumbing Fixtures, Fittings  & Trim 1054-02 295.3 295.5 0.1 0.0

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

Lavatory & sink fittings 1054-0218 147.3 147.3 0.0 -0.1

Enameled iron & metal sanitary ware 1056 223.7 222.0 -0.8 0.0

Steam & Hot Water Equipment 1061 276.5 276.5 0.0 1.5

Cast iron heating boilers, radiators and convectors 1061-0106 174.3 174.3 0.0 2.0

Domestic water heaters 1066-01 354.9 355.8 0.3 3.3

Electric water heaters 1066-0101 338.0 338.0 0.0 4.8

Non-electric water heaters 1066-0114 222.6 223.5 0.4 2.2

Warehousing, Storage & Related Services 32 98.2 98.2 0.0 -0.4

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


