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Will Brexit Impact Steel Prices?
Prior to Great Britain’s bombshell on June 25th, in which its 
citizens voted to leave the EU, a supply chain tiff, of sorts, 
broke out between steel producers able to impose price 
increases, on one side, while on the other, manufacturers and 
distributors accustomed to cheaper steel have trouble passing 
along the price increases.  Thanks, in large measure, to duties 
as high as 266.0 percent imposed on low-cost imports, hot-
rolled coil (HRC) prices have risen more than 60.0 percent this 
year, compared to a drop of (33.0) percent last year, according 
to John Miller with The Wall Street Journal.  The beleaguered 
energy tubulars sector has an especially difficult time passing 
along the increases at a time when oil and gas wells are 
disappearing like the Cheshire cat’s grin.

Will Brexit have any impact on this situation?  Immediate 
reaction from market analysts has centered on the stronger 
U.S. dollar resulting from a weakening of the British pound, 
which reached a 30-year low versus the dollar on the day 
following the “Leave” referendum.  A strong dollar tends to 
correlate with lower commodity prices, and steel imports 
were already showing signs of renewed vigor in June after 
dropping by almost one-third in 1Q16, owing largely to duty-
imposed price increases.  Recent domestic increases looked to 
be overwhelming foreign trade duties and flinging open the 
doors again to imports.

Even without Brexit, steel prices were widely expected to 
retreat.  Part of the reason for the recent resurgence had 
been the reluctance of steel users and distributors to build 
up inventories while prices were ultra-low, understandably 
since demand has been and remains sluggish.  Now, delivery 
times are rising, and when distributors and end-users need to 
replenish, they have to pay more.

The thing is, most of the pricing strength owes to supply side 
gyrations.  Demand is still rather slack, and coupled with the 
effects of Brexit, the opinion of most observers is that steel 
producers will have trouble maintaining higher prices.

Carbon Steel
U.S. hot-rolled coil prices surged 18.5 percent in May, 
according to MEPS International, Ltd.  Availability has 
tightened and some domestic producers introduced quotas as 
2Q16 drew to a close.  American Metal Market (AMM) calculated 
Midwest hot-rolled coil as averaging $640 per ton in late June, 
up 80.3 percent from $355 per ton in early to mid-December 
and the highest level since November, 2014.  Meanwhile, 
Chinese hot-rolled coil export prices were reported slipping to 
around $330 a ton in late June, thanks, in large measure, to a 
decline in their domestic market.  Pressure from imports and 
continued weak demand lead most analysts to conclude that 
domestic pricing has peaked.

The MEPS world-all-products composite steel price soared 
by 13.8 percent, in May, the largest month-on-month 
percentage increase for more than a decade.  Then in June, 
it gained another 0.6 percent, marking the fifth consecutive 
month world steel prices went up, according to MEPS. The 
London-based metals tracking firm calculated North American 
selling prices as up an average of 13.0 percent in May and 
another 5.8 percent in June.  Like most other analysts, they 
think the increases will not be sustained going forward.

U.S. service center steel shipments decreased by (2.3) 
percent in May from May, 2015, according to the Metals 
Service Center Institute (MSCI).  MSCI said steel product 
inventories decreased (18.9) percent from May a year ago.

U.S. finished steel imports rose 1.8 percent in May over 
April based on preliminary data from the U.S. Census Bureau, 
according to the American Iron & Steel Institute (AISI).  Year-to-
date through five months of 2016, finished steel imports were 
down (31.0) percent versus the same period in 2015.  Finished 
steel import market share was an estimated 23.0 percent in 
May and is estimated at 24.0 percent YTD. 

Iron ore prices are expected to rise due to stronger than 
expected demand from China, according to the latest 
forecast from Citigroup.  Its analysts expect benchmark 
iron ore to average $49 per ton this year versus a previous 
estimate of $47 per ton; far above the $36 level Citigroup had 
forecasted in January.

World crude steel production slipped by (0.1) percent in 
May, 2016, compared with May, 2015, for the 66 countries 
reporting to the World Steel Association (WSA).  The crude 
steel capacity utilization ratio of the 66 countries in May, 2016, 
was 71.3 percent.  This was 1.0 percentage point lower than 
May, 2015. 

Stainless Steel & Alloys
Stainless surcharges edged up again in June for the third 
consecutive month due to tightening supply and steady, 
though not stellar, demand.  But that party is coming to an 
end, say most market observers.  According to American Metal 
Market (AMM), Type 201 and Type 304 stainless appear to be 
heading downward in phase with falling nickel prices.  Prices 
for Type 316, however, are going up due to surging iron and 
molybdenum tags.  The moly market in May shot up more 
than 48.0 percent from mid-April. 

http://www.wsj.com/articles/u-s-steel-tariffs-create-a-double-edged-sword-1464740256
http://www.meps.co.uk/
http://www.amm.com
http://www.meps.co.uk
http://www.meps.co.uk
http://www.msci.org
http://www.msci.org
http://www.census.gov
http://www.steel.org
https://www.citibank.com/mss/products/commodities/base_metals.html
http://www.worldsteel.org
http://www.amm.com
http://www.amm.com
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Nickel prices were up and down during June, alternatively 
rising beyond and then tumbling below the $9,000/ton level 
on the London Metal Exchange (LME), then closing at $9,475 
on June 30.  MEPS International, Ltd. concluded that global 
stainless steel prices were on the upswing in May, although 
based more on supply considerations than any significant 
upsurge in demand.  The LME cash nickel contract averaged 
$8,689.25 per ton in May, down (1.8) percent from the April 
average of $8,852.62 per ton.

London-based BMI Research predicted that nickel will rise 
to more than $10,000/ton in the second half of 2016 and 
continue rising to $11,500 by 2019.  BMI’s analyst said that 
although demand will be restricted by historical standards, 
production will still lag behind.

Ferrovanadium spot prices rebounded in June due to 
increased demand coupled with lower imports owing to a U.S. 
Department of Commerce (DOC) anti-dumping investigation 
aimed at South Korean firms.  Ferrovanadium imports, in the 
first four months of this year, dropped nearly (57.0) percent 
from the same period last year.  Availability problems have 
cropped up in the market as a result.  The latest assessment 
from American Metal Market (AMM) pegged ferrovanadium 
prices at $10.75 to $11.25 per pound, a 15-month high.  
According to AMM, ferrovanadium spot prices have gone up 
an average of 89.7 percent since the start of 2016.

Tubular Products
The slump in energy drilling appears to have touched 
bottom.  Although the Baker Hughes Rotary Rig Count for the 

week of June 24th showed a loss of three rigs to 421, that’s still 
above the 404 rigs in operation counted for the last week of 
May.  A slight gain the following week marked the first increase 
in U.S. drilling rigs in 10 months.  Higher oil prices are putting 
some fracking operations back in business.

Crude oil prices have risen from below $30/barrel early this 
year to around $50 in recent weeks.  The main reason is that 
the reduction of new drilling has resulted in a slight decline of 
record-high U.S. crude oil inventories.  Most analysts believe 
widespread drilling recovery won’t happen until oil gets up to 
around $70 a barrel.  We seem to be headed in that direction, 
although progress will likely be at a snail’s pace barring some 
unforeseen geopolitical shock.

OCTG and line pipe producers and distributors are trying 
to pass along the recent increases in hot-rolled coil prices, 
but it’s proving harder than selling refrigerators to Eskimos.  
Demand is still pitiful, and energy tubular inventories are 
still high.  American Metal Market (AMM) quoted one pipe 
distributor, “If nobody wants to buy it, it’s worth nothing; and 
that’s where we are in the pipe business.”

OCTG imports are on the rise again, going up 16.0 percent 
in May based on preliminary data from the U.S. Department of 
Commerce (DOC).  Most of the increase came from Russia.

The U.S. lowered some countervailing duties against 
certain steel pipe products from China, following that 
country’s 2014 appeal to the World Trade Organization (WTO).  
The countervailing duty rate for OCTG imports from Tianjin 
Pipe (Group) Corp. and affiliates was reduced to 7.71 percent 
from 10.49 percent by U.S. International Trade Administration 

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

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

Total Carbon and Alloy Pipe & Tube 8,974,162 4,374,549 1,757,950 -59.8% -9.4%

Carbon Seamless Tubular Products (Other than OCTG) 1,701,527 828,262 296,169 -64.2% -22.7%

Carbon Seamless OCTG 1,935,777 1,131,409 264,716 -76.6% -25.7%

Welded Tubular Products (Other than OCTG) 3,006,272 1,149,105 757,209 -34.1% 31.4%

Welded OCTG 927,680 706,202 75,972 -89.2% -40.4%

Flanges, Fittings & Tool Joints 1,243,349 507,341 293,974 -42.1% 17.0%

Stainless Seamless Tubular Products 449,469 194,613 90,551 -53.5% -3.0%

Stainless Welded Tubular Products 410,133 159,618 124,268 -22.1% -1.6%

Stainless Flanges, Fittings & Tool Joints 620,295 228,988 178,747 -21.9% 11.0%

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

http://www.lme.com
http://www.meps.co.uk/
http://www.lme.com/en-gb/metals/non-ferrous/nickel/
http://www.bmiresearch.com/
http://www.commerce.gov/
http://www.commerce.gov/
http://www.amm.com
http://gis.bakerhughesdirect.com/Reports/StandardReport.aspx
http://www.amm.com
http://www.commerce.gov/
http://www.commerce.gov/
https://www.wto.org/
http://trade.gov/
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(ITA), with the “all-others” rate for OCTG product from 
China lowered to 12.26 percent from 13.41 percent, according 
to a June 9th Federal Register notice.  Seamless pipe imports 
from Tianjin were adjusted to 8.24 percent from 13.66 percent, 
while the same for Hengyang Valin Steel Tube Co. Ltd. and 
affiliates has been cut to 49.56 percent from 56.67 percent and 
the all-others rate to 28.9 percent from 35.17 percent.  The 
subsidy rate for line pipe from Huludao Seven-Star Steel 
Pipe Group Co. and affiliates has been cut to 32.65 percent 
from 33.43 percent and for all others to 36.35 percent from 
36.74 percent.

The U.S. International Trade Commission (ITC) has voted 
to expedite its five-year “sunset” reviews concerning 
the antidumping duty orders on carbon steel butt-weld 
pipe fittings from Brazil, China, Japan, Taiwan and Thailand.  
Generally within 95 days from institution, the ITC will 
determine whether the responses it has received reflect an 
adequate or inadequate level of interest in a full review.

Copper

Copper prices pretty much tread water throughout June, 
hovering mostly between $2.05 to $2.10/lb. on the Comex, 
before a little spurt to the $2.19 range at month’s end.  A short-
lived mini-rally brought prices to nearly $2.30 in April.

A five-year sunset review left standing U.S. anti-dumping 
duties against copper pipe and tube imports from China 
and Mexico. The U.S. Department of Commerce (DOC) said 
retracting the duties likely would have led to the continuation 
or recurrence of dumping at weighted-average dumping 
margins of up to 60.85 percent for China and up to 27.16 
percent for Mexico, according to a June 13th Federal Register 
notice.  Participating in the review process were domestic 
copper producers Cerro, Wieland, Howell and Mueller.

The global refined copper market for March, 2016, showed 
an apparent production deficit of around 40,000 metric 
tons (t), according to preliminary data from the International 
Copper Study Group (ICSG).  The refined copper balance for 
the first quarter of 2016, including revisions to data previously 
presented, indicates a seasonally adjusted deficit of about 
43,000 t.  This compares with a seasonally adjusted surplus of 
about 75,000 t for the same period of 2015.

Brazil’s giant copper producer, Vale S.A., forecasted that 
global copper production will shift into deficit by 2020, 
thanks to low prices hampering mining investment.  Vale 
predicts slight annual surpluses until then.

Scrap
Domestic ferrous scrap consumption dropped (8.9) 
percent last year, thanks to a decline in U.S. crude steel 
production, according to the Bureau of International Recycling 
(BIR).  The scrap usage decline was generally reflected across 
the world as global crude steel production dropped (2.9) 
percent, according to the World Steel Association (WSA).

U.S. ferrous scrap exports were said to be lagging in June, 
thanks to cutbacks by Turkish buyers, who are opting for 
European and Chinese scrap.  Prices were said to be suffering 
in the days immediately following the Brexit vote.

American Metal Market (AMM) reported in late June that 
U.S. stainless scrap buyers have slammed on the brakes 
at the sign of rising nickel prices.  The thinking was that this 
was causing stainless scrap suppliers to hang on to their scrap 
awaiting higher prices.  Stainless scrap supplies are low.  The 
latest weekly stainless scrap report from AMM has dealers 
saying they felt no impact from Brexit.

The copper scrap market has been buoyed by supply 
shortages as scrap producers watch the slightly rising Comex, 
according to AMM.  The market did get a boost from an 
unanticipated large order from China in April.

Plastics
Prices of nearly all large-volume commodity and 
engineering resins ended the second quarter largely on 
a flat note, according to Plastics Technology magazine.  PE 
prices appeared to be facing downward pressure, perhaps 
for the remainder of the year.  PVC resins stayed about even 
in May and June after increases the prior two months.  One 
expert consulted by the magazine said PVC resins may be 
headed downward in July and August.

PE scrap exports dropped a slight (0.2) percent through 
the first four months of 2016 compared with a year-ago 
period, according to the U.S. Census Bureau.  Some 44.0 
percent of U.S. scrap PE went to China.
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News of Note
ASA’s industrial PVF distributors saw business growth 
accelerate in May, averaging a 3.8 percent increase over 
May, 2015, following a 2.3 percent year-over-year increase in 
April and two prior months of more than 5.0 percent growth, 
according to the association’s Monthly Pulse Report.  On a 
trailing 12-month basis, ASA’s industrial PVF distributors 
realized 5.3 percent average sales gain.  For the calendar year 
through May, sales were 6.6 percent higher than the similar 
period of 2015.  On average, ASA’s PVF distributors were sitting 
on 0.2 percent more inventories in May, 2016, compared with 
May, 2015.  Following several months of inventory declines, the 
data signals that increasing sales has sparked buying activity.

Growth accelerated for industrial manufacturers and 
distributors in May, according to the June installment of 
the ISA Economic Indicator Report from the Industrial Supply 
Association (ISA).  The ISA Manufacturer Index increased to 
56.8 in May from 55.5 in April, while the ISA Distributor Index 
jumped to 66.9 in May, compared to 57.5 in April.  For each 
index, a reading above 50.0 percent indicates expansion, while 
a reading below 50.0 percent indicates contraction.

New construction starts in May increased 5.0 percent from 
April, according to Dodge Data & Analytics.  Much of the 
growth came from the non-building construction sector (public 
works and electric utilities), which was lifted by a $3.8 billion 

oil pipeline in the upper Midwest as well as by seven power 
plant projects with a combined cost of $4.3 billion.  Residential 
building edged up 1.0 percent in May as multifamily housing 
bounced back from its subdued April performance.  However, 
nonresidential building in May retreated (6.0) percent, sliding 
for the second month in a row after the elevated activity 
reported in March.  During the first five months of 2016, total 
construction starts on an unadjusted basis were down (12.0) 
percent from the same period a year ago.

Architecture firm billings continued to improve in May, 
with the AIA’s Architecture Billings Index (ABI) reaching its 
highest score in nearly a year.  The May score of 53.1 was the 
fourth consecutive month billings have increased.v The ABI is 
said to presage construction by about 9-12 months. 

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.asa.net/Business-Intelligence/Industry-Benchmarks/Monthly-Pulse-Report
http://www.isapartners.org
http://www.isapartners.org
http://www.construction.com/dodge/
http://www.aia.org/practicing/economics/AIAS076265
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
April
2016

May
2016

% Change
% Change

May
2015

Metal valves, except fluid power 1149-02 308.4 307.3 -0.4 2.1

Gates, globes, angles & check valves 1149-0201 339.1 337.0 -0.6 1.4

Ball valves 1149-0202 391.5 387.7 -1.0 4.1

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 296.9 296.9 0.0 1.4

Solenoid Valves 1149-0208 322.0 321.8 -0.1 1.8

Other industrial valves, including nuclear 1149-0209 286.9 287.6 0.2 1.5

Automatic valves 1149-0211 173.8 173.8 0.0 2.1

Steel pipe & tube 1017-06 214.9 221.8 3.2 -3.1

OCTG, standard, line pipe, carbon 1017-0671 79.0 N/A N/A N/A

Steel pipe & tube, alloy 1017-0673 93.3 85.9 -7.9 -8.5

Steel pipe & tube, stainless steel 1017-0674 93.2 92.5 -0.8 -6.8

Metal pipe fittings, flanges & unions 1149-0301 288.5 288.0 -0.2 -0.7

Copper & copper-base alloy pipe and tube 1025-0239 165.9 165.1 -0.5 -16.3

Plastic pipe 0721-0603 98.7 101.2 2.5 -6.1

Plastic pipe fittings & unions 0721-0604 146.0 146.8 0.5 -0.1

Plumbing Fixtures, Fittings  & Trim 1054-02 295.5 295.7 0.1 0.1

Bath & shower fittings 1054-0211 246.1 N/A N/A N/A

Lavatory & sink fittings 1054-0218 147.3 147.6 0.2 0.2

Enameled iron & metal sanitary ware 1056 222.2 223.9 0.8 0.9

Steam & Hot Water Equipment 1061 276.5 264.0 -4.5 -3.3

Cast iron heating boilers, radiators and convectors 1061-0106 174.3 163.8 -6.0 -4.4

Domestic water heaters 1066-01 355.8 355.8 0.0 3.3

Electric water heaters 1066-0101 338.0 337.9 0.0 4.8

Non-electric water heaters 1066-0114 223.5 223.5 0.0 2.2

Warehousing, Storage & Related Services 32 98.2 98.2 0.0 -0.7

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


