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Oil prices are still reacting nervously to OPEC dis-
cussions on how to stabilize them by agreeing on 
crude oil pumping levels. In consequence, the price 
of oil reached a 12-month high this February 2017 
at almost 57 US$ (up by about 58% since January 
2016). However, let’s not forget that most oil and gas 
exploring countries are still not earning anything like 
as much money at this price level as they did through-
out the period 2012 to 2014. 

In this presentation, several other economic conse-
quences for the pipe and tube industry are discussed. 
Pipe and tube markets such as the automotive, build-
ing and construction industry are attractive market 
segments for our industry, and we look at develop-
ments there.

World production of steel tubes extrapolated from 
the first 9 months of 2016 showed a reduction of 3%, 
whilst in contrast, a growth of 9% was reported for 
Europe. 

For welded tubes below 406 mm diameter, a small pro-
duction increase of 1% was registered in 2016, with 
Europe reporting more vigorous growth at 17%. On 
the other hand the US was facing a decrease of 18%. 
For welded tubes of 406 mm or larger, 2016 produc-
tion showed a total decrease of 7%. But Japan (+21%) 
and Europe (+6%) showed a remarkable production 
increase. For seamless tubes, 2016 saw production 
shrink by 10%. The USA was hit particularly hard, with 
a decrease of 22%.

This is a remarkable change in trend, since now for 
the first time in years, the trend of tube production 
capacity moving to China from the rest of the world 
is reversed in favor of Europe. It seems that the trade 
barriers policy is having an effect. 

Meanwhile, over-capacity is leading to further consol-
idation in the steel tube industry. The pipe price index 
rose in 2016 from 248 in January to a high of 267 in 
July, falling slightly again to 262 in February 2017. 
Competition in saturated markets is prompting minor 
investments in those tube markets which are growing. 
More demanding high-tech products are the strategic 
targets rather than commodity-grade tubes. 

Tube suppliers located in high-cost countries are suc-
cessfully taking steps to counter the strong interna-
tional competition. As well as seeking to specialize in 
products with higher technical requirements, they are 
globalizing into markets with increased demand, and 
increasing their productivity to reduce the costs of 
production.

Finally, the impact of currency exchange rates on the 
pipe market is discussed. Exports from the Eurozone 
are favored due to its exchange rate to the major cur-
rencies
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Fig.1: Markets of Steel Pipe Industries in 2012 
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.
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Looking at the main market seg-
ments of the steel pipe suppliers, 
this market is dominated by the 
OCTG industry (51%). Besides this 
dominant market, the automotive 
(15%), mechanical (9%) and con-
struction industries (5%) are also 
strong market segments for the 
sector (Fig.1).

The automotive and construction 
markets in particular are character-
ized by stability and high demand.

World car production levels grew by 
about 1.7% in 2015 (Fig.2). Seen 
regionally, growth rates differed 
considerably, with Europe (+3.5%), 
Nafta (+2.6%) and Asia (+2.6% - 
dominated by China at +7.4%) 
counterbalanced by the Mercosur 
market (-20%) (Fig.3). The attrac-
tiveness of the automotive market 
lies in its remarkable growth, as 
demonstrated by German car pro-
duction which grew by 11% in the 
last twelve months alone (from 
January 2016 to January 2017). 
Since pipe usage in cars is growing 
in parallel, the automotive market 
for tubes is likely to remain an 
attractive market segment for pipe 
producers for some time to come.

The tube and pipe market for the 
building and construction industry 
is smaller, but also quite attractive 
due to a world industry growth 
of about 3.3% per year (see also 
ITATube Journal 2015-No.4). 
Urbanization and population 
growth are the driving factors here.

In 2013, the Middle East OCTG 
producers headed by Saudi Arabia 
started to pump more oil. Since 
they are cost leaders, they are very 
price elastic and can withstand 
even very low oil prices while still 
maintaining positive margins. 

As a result, in the second half of 
2014, oil prices began to fall dra-
matically, from 110 US$/barrel to 

Fig.3: Regional world production of automotive cars 
Source: Association of Automotive Industry (VDA) 9 January 2017.

Fig.4: Global Steel Tube Production by Geography in 2016 (January-September) 
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.

Fig.2: World production of automotive cars  
Source: Association of Automotive Industry (VDA) 9 January 2017.
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36 US$ in February 2016. Since 
then, the price has recovered some-
what, having risen to a value of 57 
US$ in February 2017 (Fig.5). This 
represents a price recovery of 58%. 
However, it’s questionable whether 
there will be further significant oil 
price increases in the near future.

Considering that many oil explor-
ing countries have production 

costs in the range of 30 to 40 
US$, it is clear that the present oil 
price developments have had and 
are continuing to have a serious 
impact on the industry (Fig.6). 

In addition, the entire shale gas 
exploring industry, still considered 
a most attractive industry segment 
in 2014, is having a hard time, 
since production costs there, even 

though optimized from 60 US$ 
down to about 50 US$, are still 
only around 7 US$ lower than the 
current price offered for crude oil 
by the market.

Some countries, trying to compen-
sate for their income losses related 
to oil exports, increased their oil 
production levels and consequently 
also increased their exploration 
activities – resulting in remarkable 
OCTG tube consumption. This put 
even more pressure on the oil price 
but kept the pipe market buoyant. 

Since the end of 2016 on the other 
hand, some countries like Saudi 
Arabia have announced a cut in 
their oil supplies and in addition 
to this, US crude oil inventories fell 
sharply. These are market activities 
that could encourage further recov-
ery in oil prices in the near future.

Of course, many exploration firms 
can only pump oil or gas with 
minimal margins at this price 
level. They reduced their explora-
tion activities for oil and gas and 
this had an immediate effect on 
OCTG pipe consumption. Mean-
while however, stored capacities 
of finished pipes and tubes have 
reached levels that mean traders 
have begun to carefully restock.

Looking at the producer pipe price 
index, we can see a direct correla-
tion between this price index and 
the crude oil price (Fig.7). From 
a value of about 248 in January 
2016, steel pipe prices recovered 
slightly to an index level of about 
266 (+7%) in July 2016. Since 
then, the price index has fallen 
slightly, to 262 (1.5%) as at 6 Feb-
ruary 2017.

These dramatic pipe price cor-
rections certainly left their mark 
on global steel pipe production 
(Fig.8). 2015 was considered a 
no-growth year. In 2016 (first 9 

Fig 6: Cost to produce a barrel of Oil
Source: UCube by Rystad Energy, published 23 November 2015 

Fig.5: Crude Oil Brent Price, 6 February 2017
Source: NASDAQ
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months extrapolated), world tube 
production was further reduced 
(3%). Looking at the regional sta-
tistics, it is to be noted that whilst 
nearly all regions reported pro-
duction losses (US 19%, CIS 10% 
and even China 2%), Europe (+9%) 
proved the exception.  

The most significant impact is again 
reported in the market segment of 
seamless pipes and tubes (Fig.9). 
A remarkable worldwide production 
volume decrease of 

10% was reported in 2016. All 
tube-producing territories were 
faced by losses in 2016. This 
decrease was greatest in the US 
(22%), other territories/ROW 
(20%), India (20%), China (10%), 
Japan (9%) and the CIS (7%). 

The production of welded pipes < 
406 mm OD experienced a small 
worldwide production volume 
increase in 2016 for the first 9 
months extrapolated (1%). Some 
regions reported production volume 
downturns, such as the US (18%) 
and Japan (4%); however, these 
production decreases were par-
tially compensated for by growth 
in Europe (17%) and in China (2%) 
(Fig.10).

In the first 9 months of 2016, steel 
tube production was once more 
dominated by China (59%) fol-
lowed by other/ROW (15%) (Fig.4).

Numbers for welded pipes ≥ 406 
mm OD, large diameter linepipe, 
show a production decrease of 7% 
in the extrapolated first 9 months 
of 2016, dominated by losses in 
the CIS (29%), the US (23%) and 
China (4%). This trend reflects the 
decreased demand for pipelines 
in these regions. Japan (+21%) 
and Europe (+6%) on the other 
hand have increased production 
and have once more strengthened 
their position as technologically 

Fig.8: World Steel Pipe Production in Ttons
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.

Fig.7: Producer Pipe Price Index, 6 February 2017 (January 1982 = 100%)
Source: US Bureau of Labor Statistics/ Federal Reserve Bank of St. Louis

Fig.9: World Steel Pipe Production in Ttons (seamless)
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.



advanced producers of large diame-
ter line pipe tubes (Fig.11).

In the entire scenario, the currency 
exchange rates have also had a 
significant impact on pipe exports 
and pipe manufacturing machinery 
exports throughout the world.

In the second half of 2014 the 
euro lost about 20% against the US 
dollar (US$) (Fig.9). Then through-
out 2016 up to the present, the 
euro held its value against the US$ 
at a level of about 1.07. This sup-

ports exports significantly. Particu-
larly pipe and equipment suppliers 
to the automotive industry took 
advantage of this trend.

At the same time, the exchange 
rate of the euro to the Chinese 
yuan has fallen by about 10%. 
From May 2015 the exchange rate 
recovered by about 10%, standing 
now at about 7.4 yuan/euro. This 
means that exports from PR China 
have had to suffer a 10% price 
increase or thereabouts.

The value of the Russian ruble lost 
about 29% in the period February 
2016 (90) to February 2017 (70). 
As a result, imports into Russia 
became more expensive again. This 
meant that local pipe production 
had to serve Russian pipe con-
sumption needs as far as possible, 
in order to compensate for the drop 
in imports (Fig.13). 

The exchange rate of the euro to the 
Saudi Arabian riyal (SAR) gained 
about 6% from January 2016 (4.0) 
to June 2016 (4.25). Currently (in 
February 2017) the exchange rate 
is down again (4.0). Exchange rate 
developments from 2014 meant 
that imports from Europe to Saudi 
Arabia became significantly less 
expensive. This trend of course 
meant an increase in euro imports 
into Saudi Arabia. 

As predicted in my last reviews in 
the ITAtube Journal in December 
2016, European pipe producers in 
particular took advantage of this 
effect as expected. 

What measures are pipe producers 
and pipe production equipment 
suppliers taking to conquer the 
present difficult situation and to 
generate sustainable business?

Over-capacity is leading to consol-
idation in the steel tube industry. 
Several pipe-producing companies 
are looking into overcoming such 
capacity problems by closing pro-
duction facilities with a question-
able economic future. Still, despite 
the remarkable problems in the 
USA, globalization into markets 
with increased demand remains 
one of the key answers. The Middle 
East and locations with major 
automotive production are to be 
considered. Besides this, shale 
gas exploration, deep-sea offshore 
exploration and oil sand explora-
tion remain major challenges to 
our industry.
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Fig.10: World Steel Pipe Production in Ttons (welded < 406 mm OD)
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.

Fig.11: World Steel Pipe Production in Ttons (welded ≥ 406 mm OD)
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.
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Fig.12: Currency Exchange Rates versus EURO as per 6th February 2017
Source: Finance.net

Price competition from China and 
elsewhere demands further special-
ization in products with high tech-
nological demands. This applies 
in particular to regions with high 
production costs. The producers 
now seem to have evaluated their 
market approach and decided to 
serve commodities or high-tech 
products even if they only rep-
resent niches. Some countries/
regions have also installed trade 
barriers to control imports from 
other countries.

Finally, every producer has to 
make permanent improvements to 
increase productivity and reduce 
production costs. Technology sup-
pliers may find interesting business 
opportunities in this field.
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Fig.13: Currency Exchange Rates versus EURO as per 6th February 2017
Source: Finance.net 
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