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Harvey’s Wrath Will Be Felt All Over
In addition to the incomparable human tragedy, the aftermath 
of Hurricane Harvey is going to be felt by businesses nationwide, 
including and especially PVF producers and distributors. 
Houston is the center of the energy drilling universe, with much 
production shut down and logistics an unprecedented mess as 
of the time of this writing. Distributor pipe yards are flooded, 
and many employees are homeless, just trying to stay alive and 
take care of their families. Numerous petrochemical plants and 
oil refineries are idle. Trucking, railroads and cargo ships are also 
disrupted, so brace yourself for shortages, extended lead times 
and escalating prices for all manner of PVF material.

As one example, PetroChemWire has reported that as of 
August 31st, some 57.0 percent of U.S. production capacity for 
ethylene has been shut down. Ethylene is the main feedstock 
for PVC. Additionally, much PE and HDPE production also has 
been curtailed, and nobody can say when idled plants might 
resume operations. Certainly, it will have taken at least days for 
the floodwaters to recede after the skies finally clear, and then 
it’s anyone’s guess what damage to production facilities has 
occurred, and how long it will take to repair it all. Also at issue is 
how some employees will get to work, since an estimated half a 
million vehicles were destroyed by the waters.

The region is also home to almost one-third of the nation’s 
oil refining capacity. Wholesale gasoline prices were already 
going up within days after the storm, and some analysts think 
gas pump prices will spike by as much as 80 cents per gallon 
in some locations. That’s typical market behavior after major 
supply disruptions, although markets usually correct fairly 
rapidly as production catches up. It remains to be seen how 
soon that will occur after Harvey’s unprecedented devastation.

On August 29th, The Wall Street Journal reported that up to 10.0 
percent of the nation’s trucking capacity had been impacted 
with some terminal parking lots under three feet of water. 
Overland shipping costs are expected to rise by more than 20.0 
percent in some cases. On September 6th, Port Houston reported 
its facilities were fully operational and working normal business 
hours having closed nearly two weeks earlier.

Longer term, rebuilding is likely to be a boon for 
construction-related businesses, but right now, that seems 
far beyond the horizon.

Carbon Steel
Hot-rolled coil prices were on the rise as August drew to a 
close. American Metal Market’s (AMM) most recent hot-rolled 
index stood at $633.20 per ton the week of August 25th, up 1.3 
percent from the previous week. The modest increase came 
after mills announced price hikes totaling $55 per ton over 
the last month, though not all of it appeared to stick. Some 
believed the increases were in anticipation of a favorable (to 
domestic producers) ruling on Section 232, but that has not yet 
come to pass. The increases were also driven by rising prices of 
imported hot-rolled coil, which in AMM’s latest assessment had 
risen to a range of $580 to $600 per ton, nearing parity with 
domestic product.
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Finished steel imports were up 17.3 percent through the 
first seven months of 2017, according to the American Iron 
& Steel Institute (AISI), based on preliminary data from the 
U.S. Census Bureau. Finished steel import market share was an 
estimated 28.0 percent year-to-date (YTD). Major products with 
significant YTD increases versus the same period in 2016 include 
oil country goods (up 254.0 percent), standard pipe (up 47.0 
percent), and line pipe (up 39.0 percent).

Global crude steel production increased by 6.3 percent 
in July compared with the same month as 2016 for the 67 
countries belonging to the World Steel Association (WorldSteel). 
China led the way with a 10.27 percent increase. The crude steel 
capacity utilization ratio of the 67 reporting countries was 72.1 
in July. This was up by 3.2 percentage points year on year.

“Zombie enterprises” are being targeted by China’s National 
Development & Reform Commission in its effort to cut steel 
production capacity and alleviate the global glut. The so-called 
zombies are money-losing, state-owned facilities. Time will tell 
whether it’s all talk or followed by real action.

U.S. service center steel shipments in July, 2017, increased 
by 1.4 percent from July, 2016, and were up 3.3 percent for 
the first seven months of the year, according to the Metals 
Service Center Institute (MSCI). Steel product inventories 
decreased (3.9) percent from July a year ago.

Stainless Steel & Alloys
Stainless prices are going up. The big four American stainless 
producers - NAS, AK, ATI and Outokumpu Coil Americas - all 
announced price hikes achieved either by reducing functional 
discounts or tacking on pennies-per-pound to various products. 
This follows a series of surcharge gains in August. The increases 
are largely attributable to soaring prices of nickel, manganese 
and molybdenum, more than offsetting flat chrome.

LME nickel prices have risen to their highest level since 
mid-2016. Cash settlement reached as high as $11,630 a tonne 
on August 24th, driven by both the stainless steel and battery 
sectors along with environmental controls that have hampered 
nickel pig iron supply in China.

Global stainless steel production rose 14.5 percent in the 
first quarter of 2017, according to the International Stainless 
Steel Forum (ISSF). Rising prices for nickel, ferrochrome and 
other stainless raw materials have led to a recovery in stainless 
steel prices, which has sparked production. MEPS predicts a new 
record for stainless production in 2017, exceeding the previous 
high set last year by about 6.0 percent.

Global production of molybdenum decreased (9.0) 
percent in 1Q17 from the previous quarter but was up 14.0 
percent compared with the same period in 2016. Global use of 
molybdenum in the first quarter was up 15.0 percent compared 
with the same period in 2016, according to the International 
Molybdenum Association (IMOA). China remained the biggest 
moly producer, mining 32.0 percent more than in the same 
period in 2016. Production in other countries fell by (4.0) 
percent. Moly prices were up 18.5 percent on the last day of 
August compared with a year-ago period.

Tubular Products
Expect short-term chaos in the tubular markets due to 
the impact of south Texas floods. Many pipe yards were 
underwater during the unprecedented rainfall, and it remains to 
be seen how much product is still useful.

Standard pipe prices held relatively steady in August after 
going up in phase with rising hot-rolled coil costs. The latest 
assessment from American Metal Market (AMM) pegged 
Domestic A53, grade B, at between $940 and $960 per ton 
with grade A holding at $920-$930. Imported A53, grade B, 
was selling at around $860 per ton and grade A around $840, 
according to AMM. Standard pipe imports reportedly were up to 
their highest level since 2009.

OCTG prices were actually declining prior to the Harvey, 
mainly due to a surge of imports. American Metal Market (AMM) 
reported domestic J55 casing dropping by $150-200 per short 
ton in August, while imports slipped by $30-40. Most other 
categories were falling by similar amounts. Besides imports, 
supplies were impacted by the reopening of shuttered mills 
right around the time that new drilling hit a bit of a slowdown.

Domestic line pipe prices were reported as unchanged in the 
August assessment from American Metal Market (AMM), with X52 
selling for between $1,090 and $1,110 per ton. Imported line 
pipe prices rose between $20 and $40 per ton in August due to 
higher substrate costs for Asian producers.

Energy tubular imports have been soaring. OCTG shipments 
from overseas in July reached their highest level in at least two 
years. July’s tonnage exceeded the amount imported through 
five months of 2016, and U.S. OCTG imports in the first half were 
triple the amount recorded by the U.S. Department of 
Commerce (DOC) in the first half of 2016. Line pipe imports also 
were the highest since 2015.

Are we at peak drilling? Energy drilling began to decline 
in the U.S. the last two weeks of August after steady gains 
throughout most of the year. The U.S. rig count declined from 
949 the week of August 14th to 940 as of August 28th. Canadian 
rigs also slipped from 220 in mid-August to 217 at last count. 
Nonetheless, U.S. rigs still almost double the 489 in operation at 
the end of August, 2016.

U.S. stainless flange producers have filed dumping charges 
against imports from China and India. Domestic petitioners 
Maass Flange and Core Pipe Products have alleged dumping 
margins of up to 217.0 percent for China and 131.6 percent for 
India along with dozens of subsidy programs in each country. In 
a recent trade case that involved carbon steel flanges, producers 
in India were assigned dumping margins of 11.32 percent to 
12.58 percent and countervailing rates of 5.66 percent and 9.11 
percent last June.

Cast iron soil pipe fittings from China are also under 
investigation for possible dumping and subsidy. The Cast Iron 
Soil Pipe Institute has charged dumping margins of 92.48 percent.

http://www.steel.org
http://www.steel.org
http://www.census.gov
http://www.worldsteel.org/
http://en.ndrc.gov.cn/
http://en.ndrc.gov.cn/
http://www.msci.org
http://www.msci.org
http://www.lme.com/en-gb/metals/non-ferrous/nickel/
http://www.worldstainless.org
http://www.worldstainless.org
http://www.meps.co.uk
http://www.imoa.info/
http://www.imoa.info/
http://www.amm.com
http://www.amm.com
http://www.amm.com
http://www.commerce.gov/
http://www.cispi.org/
http://www.cispi.org/
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Copper

Copper has continued its steady climb with the Comex 

crossing the $3.00/lb. mark in late August to levels not seen 

in nearly three years. The rise in copper and other commodity 

metals seems due to investor confidence in the global 

economy along with supply disruptions and widespread 

prediction of production deficits, although neither has yet to 

manifest with copper.

The LME copper market also is surging. From lows below 

$5,500 per tonne in May, the red metal was selling for $6,791 at 

the end of August. Some analysts wonder whether the rise can 

continue in that global economic growth still lags behind the 

optimistic scenarios with less than robust demand for copper.

Global refined copper supplies logged a 15,000-tonne 
surplus through the first five months of the year, according to 
the International Copper Study Group (ICSG). This is mainly due 
to a decline in Chinese demand, since China represents around 
48.0 percent of the world’s refined copper usage.

With copper prices rising, so does the incentive for theft. 
According to a recent story out of Guelph, a city in southwestern 
Ontario, Canada, one neighborhood suffered a flooded street 
after thieves tried to steal a curb stop made of copper.

Scrap
American Metal Market’s (AMM) benchmark Midwest 
ferrous scrap index continued to rise in August, with No. 
1 busheling selling at $373.77 per ton, the highest since 
October, 2014.  Shredded scrap rose slightly to $298.30 per 
ton from $287.61 per ton the previous month, and No. 1 
heavy melt nudged up to $274.77 per ton from $265.18 per 
ton in the July assessment. Ferrous scrap prices hit bottom in 
October of last year.

Stainless scrap prices also are on the rise. Both 300 and 
400 grades were gaining between a penny and three cents 
per pound per week in late August. The volatile nickel 
market was leading to some shortages as scrap producers 
hold back supplies awaiting higher prices. Markets in the 
waning days of last month stood still due to Hurricane 
Harvey and its aftermath.

Copper and brass scrap prices soared in late August in 
phase with rising copper markets. Analysts also attributed the 
gains to some clarity over China’s scrap import restrictions. That 
may not last long as the markets were starting to report a glut 
of material due to the rise in Comex copper.

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

Annual & Year-To-Date Data (Jan. - May 2017) 2016 YTD 2016 YTD 2017 % Change YTD % Change 2012-16

Total Carbon and Alloy Pipe & Tube 5,106,277 2,587,172 3,932,776 52.0% -51.9%

Carbon Seamless Tubular Products (Other than OCTG) 845,781 435,694 600,980 37.9% -67.0%

Carbon Seamless OCTG 806,506 366,701 795,902 117.4% -75.6%

Welded Tubular Products (Other than OCTG) 2,134,646 1,132,588 1,358,505 19.9% -30.4%

Welded OCTG 282,224 105,054 570,981 443.5% -85.5%

Flanges, Fittings & Tool Joints 896,985 455,101 518,688 14.0% -35.3%

Stainless Seamless Tubular Products 258,858 136,302 166,662 22.3% -59.5%

Stainless Welded Tubular Products 380,919 194,526 218,508 12.3% -10.3%

Stainless Flanges, Fittings & Tool Joints 535,973 267,803 280,875 4.9% -19.5%

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

http://www.cmegroup.com/trading/metals/base/copper.html
https://www.lme.com/metals/non-ferrous/copper/#tabIndex=0
http://www.icsg.org
http://constructionlinks.ca/news/copper-theft-guelph-construction-site-leads-water-overflow-street/
http://www.amm.com/
http://www.cmegroup.com/trading/metals/base/copper.html
http://usitc.gov/
http://www.commerce.gov/
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Plastics
PVC plumbing pipe was reported by Petrochem Wire 
PVC & Pipe Report as selling in a range of $1.13-$1.20/ft. 
with distributor discounts in most of the country as of late 
August but as low as $1.05-$1.07 in the most competitive 
Southeastern markets. As noted earlier in this report, storm-
related cutbacks in ethylene production may lead to PVC 
shortages in the weeks and months ahead. It’s also unclear 
how much pipe inventory was damaged by flooding in Texas 
storage yards and warehouses.

PVC pipe prices have been on a downward trend for the 
last couple of years. The accompanying graphs, courtesy of the 
weekly Petrochem Wire PVC & Pipe Report, show a decline of 
around 34.0 percent in plumbing pipe since a high of $1.69 per 
foot in early 2014. Municipal PVC pipe tracks a similar trend.

PVC scrap exports were down (21.0) percent in the first 
half of 2017, according to the latest data from the U.S. 
Commerce Department.

News of Note
Average sales for ASA’s industrial PVF distributors 
continued to climb with a 9.8 percent gain in July compared 
to the same month last year (7.8 percent median). Results were 
boosted by a whopping 22.0 percent increase for reporting 
firms in the upper quartile, according to the association’s 
Monthly Pulse Report. On a trailing 12-month basis, sales were 
up by an average 10.3 percent (7.6 percent median). For the 
first seven months of the year, industrial PVF distributors’ sales 
were up 8.6 percent on average (7.0 percent median) compared 
with the same period of 2016. Inventory levels were on average 
3.1 percent higher in July, 2017, compared with July, 2016.

The value of new construction starts in July advanced 6.0 
percent from the previous month, according to Dodge Data 
& Analytics. Leading the way was a 26.0 percent jump by the 
non-building construction sector, which reflected an improved 
level for public works and the start of two massive power 
plants in California and New York. Residential building in July 
increased 8.0 percent as multifamily housing rebounded after 
three consecutive monthly declines. Running counter was a 
(7.0) percent slide for nonresidential building following its 14.0 
percent hike in June. During the first seven months of 2017, 
total construction starts on an unadjusted basis were down 
(1.0) percent from the same period a year ago. Residential 
building year-to-date was up 1.0 percent with a 9.0 percent 
increase for single-family housing slightly outweighing a 
(14.0) percent slide for multi-family housing. Nonresidential 
building through seven months climbed 8.0 percent with 
institutional building up 12.0 percent, while commercial 
building held steady combined with a 27.0 percent increase for 
manufacturing building.

The Dodge Momentum Index fell in July, dropping (3.3) 
percent in its revised June reading. The Momentum 
Index is a monthly measure of the first (or initial) report for 
nonresidential building projects in planning, which have 
been shown to lead construction spending for nonresidential 
buildings by a full year. The move lower in July was due to a 
(6.6) percent decline in the institutional component of the 
Momentum Index, while the commercial component fell 
(1.1) percent. This continues a recent trend of volatility in the 
Momentum Index where a string of gains is interrupted by a 
step backwards in planning intentions.

AIA’s Architecture Billings Index (ABI) continued its upward 
trajectory for a sixth straight month in July. The ABI reading 
of 51.9 was a bit below the 52.1 average for the first half of 
the year but still signifying healthy growth. Scores for project 
inquiries and design contracts were also positive with new 
design contracts registering 56.4 in July, the highest of the year. 
The ABI is thought to lead construction by 9-12 months.

http://www.petrochemwire.com/SampleIssues2/PVC.html
http://www.petrochemwire.com/SampleIssues2/PVC.html
http://www.petrochemwire.com/SampleIssues2/PVC.html
http://www.commerce.gov/
http://www.commerce.gov/
http://www.asa.net/Business-Intelligence/Industry-Benchmarks/Monthly-Pulse-Report
https://www.construction.com/news
https://www.construction.com/news
https://www.construction.com/download/DMI-WHITE-PAPER-2015.pdf
https://www.construction.com/download/DMI-WHITE-PAPER-2015.pdf
http://www.aia.org/practicing/economics/AIAS076265
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Producer Price Index - Key Industry Products

Pipe, Valves & Fittings
Product

Code
June
2017

July
2017

% Change
% Change

July
2016

Metal valves, except fluid power 1149-02 313.7 314.9 0.4 2.2

Gates, globes, angles & check valves 1149-0201 340.5 340.4 0.0 1.0

Ball valves 1149-0202 399.8 399.8 0.0 2.0

Butterfly valves 1149-0203 214.1 214.1 0.0 2.4

Industrial plug valves 1149-0204 223.2 223.2 0.0 0.7

Plumbing & heating valves (low pressure) 1149-0205 311.2 311.2 0.0 4.8

Solenoid Valves 1149-0208 331.6 333.3 0.5 3.2

Other industrial valves, including nuclear 1149-0209 293.0 294.7 0.6 2.7

Automatic valves 1149-0211 176.8 177.0 0.1 1.8

Steel pipe & tube 1017-06 243.7 247.2 1.4 9.2

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

Steel pipe & tube, alloy 1017-0673 N/A 95.3 N/A 6.8

Steel pipe & tube, stainless steel 1017-0674 96.3 96.4 0.1 8.3

Metal pipe fittings, flanges & unions 1149-0301 283.7 290.4 2.4 1.0

Copper & copper-base alloy pipe and tube 1025-0239 196.8 198.0 0.6 15.1

Plastic pipe 0721-0603 104.9 103.9 -1.0 0.7

Plastic pipe fittings & unions 0721-0604 148.9 153.8 3.3 4.8

Plumbing Fixtures, Fittings  & Trim 1054-02 302.2 302.2 0.0 2.2

Bath & shower fittings 1054-0211 249.8 249.8 0.0 1.5

Lavatory & sink fittings 1054-0218 150.5 150.5 0.0 2.0

Enameled iron & metal sanitary ware 1056 227.5 227.5 0.0 1.5

Steam & Hot Water Equipment 1061 278.5 279.2 0.3 1.0

Cast iron heating boilers, radiators and convectors 1061-0106 175.6 176.1 0.3 1.0

Domestic water heaters 1066-01 367.4 367.4 0.0 3.3

Electric water heaters 1066-0101 353.0 353.0 0.0 4.5

Non-electric water heaters 1066-0114 229.0 229.0 0.0 2.5

Warehousing, Storage & Related Services 32 101.5 101.4 -0.1 1.3

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

https://www.bls.gov/ppi/
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