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Welcome to our regular presentation of the main
worldwide economic factors influencing the pipe and
tube industry.
The largest tube and pipe consuming market segment
accounting for about 51 % of total consumption is
the oil and gas industry.
In October 2018, oil prices climbed yet again to a 4
year high of 85 US$ / barrel. This is a consequence on
the one hand of the US sanctions imposed on Iranian
and Venezuelan oil and gas exports, and on the other
due to the increased world market demand for oil.
Regular oil price hikes were offset only by a short
period of falling oil prices in early February 2018,
despite the fact that in early 2018, some US experts
were warning that prices could plummet much as they
did in 2014 following the first shale gas boom.
The International Energy Agency (IEA) backed up
its warnings with figures. The organization expected
growth in oil consumption in 2018 of about 1.4
million barrels/day. At the same time non-OPEC countries, particularly the US, were expected to raise their
pumping levels by about 1.7 million barrels/day.
Citigroup analysts went even further and predicted a
hike in output by non-OPEC producers of about 2.2
million barrels/day.
If the IEA and Citigroup are proved to have predicted
correctly, the world could be faced with an oversupply situation.
However, political intervention by the US government, i.e. the sanctions imposed on Iran and Venezuela’s oil exports, have created an artificial mood of
supply shortages, which in turn prompted the current
oil price rally. Analysts will have once again realized
that forecasts on oil price levels may be completely
overthrown by political intervention on the part of
stakeholders.
Several other economic consequences for the tube
and pipe industry are discussed in the presentation.
Tube and pipe markets such as the automotive (15 %)
and building and construction sectors (5 %) are also
attractive market segments for our industry.
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The world automotive market is characterized by
stable growth of about 2% a year. At the same time,
the proportion of tubes used in auto design is steadily on the rise, causing increased attractiveness of
this market segment.
The building and construction industry market is
doing even better, growing by about 4 % a year. This
market segment is also characterized by a steady
increase in proportional penetration of tubes and
tubular profiles.
World production of steel tubes extrapolated from
the second quarter of 2018 showed a slight increase
of 2 % as the markets further stabilized. In detail,
growth of 13 % is reported for the US, supported by
political trade barriers for tubular products and the
strong growth of the shale gas exploration industry.
For welded tubes below 406 mm diameter, figures show
a second quarter production increase of 4 %; the US
reports growth of 13 % after gains in 2017 (+ 30 %).
On the other hand, ROW is facing a decrease of 2 %.
For welded tubes of 406 mm or larger, second quarter
2018 figures once more showed production fell by
3 % overall. But CIS (+ 24 %) and Europe (+ 8 %)
showed remarkable production growth.
For seamless tubes, the second quarter of 2018 saw
production grow overall by 1 %. The US, following
a boom year 2017 (+ 69 %), reported continued
growth at the lesser rate of 15 %. Only ROW suffered
a serious downturn in 2018, with production rates
down by 33 %. This is a remarkable trend change,
with US tube production showing remarkable growth
for the second time in several years. It would appear
that the US trade barriers policy is having an impact.
Meanwhile, overcapacity in many regions of the world
is leading to further consolidation in the steel tube
industry. Pipe prices continue to climb, reflected in
the pipe price index which showed an increase of 25 %
through to August 2018. Competition in saturated
markets is prompting minor investments in those
tube markets that display growth. More demanding
high-tech products are the strategic targets, rather
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than commodity-grade tubes.
Tube suppliers located in highcost countries are successfully
taking steps to counter strong
international competition. As well
as seeking to specialize in products with higher technical requirements, they are globalizing into
markets with increased demand
and streamlining their productivity to reduce production costs.
Finally, the impact of currency
exchange rates on the pipe
market is discussed. A strong euro
throughout 2017 and early 2018
was seen to cause export disadvantages. As the euro is currently
falling again, markets should be
able to compensate suppliers for
some of the disadvantages.

Fig. 1: Markets for Steel Pipe Industries in 2012
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.

Looking at the main market segments for steel pipe suppliers: this
market is dominated by the OCTG
industry (51 %). Besides this, the
automotive (15 %), mechanical
(9 %) and construction industries
(5 %) are also strong market segments for the sector (Fig. 1).
The automotive and construction
markets in particular are characterized by stability and high
demand.
World car production levels grew
overall by about 2% in 2017 (Fig. 2).
Regionally, growth rates differed
considerably, with growth in
Europe (+ 3 %), Mercosur (+ 20 %)
and Asia (+ 3 %, dominated by
China at + 7 %) offset by the
Nafta market (- 4 %) (Fig. 3).

Fig. 2: World car production 2014-17
Source: German Association of Automotive Industry (VDA), June 27, 2018.

The overall health of a highly
attractive automotive market is
amply illustrated by the remarkable growth rate of 13 % displayed
by the German car production industry from May 2017 to May 2018.
In 2018, further growth was
reported from Russia (+ 20 %),

Fig. 3: World car production by region 2014-17
Source: German Association of Automotive Industry (VDA), June 27, 2018.
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Brazil (+ 16 %), India (+ 10 %)
and China (+ 6 %). Since pipe
usage intensity for cars is growing
in parallel, the automotive market
remains an attractive market
segment for pipe producers.
The tube and pipe market for the
building and construction industry is smaller but nonetheless
attractive.

Fig. 4: Global Construction Output 2017 versus 2021
Source: Construction Intelligence Center, June 27, 2018.

A recently released report, Global
Construction 2030, forecasts the
volume of construction output
will grow by 85 % to $ 15.5 trillion worldwide by 2030, with
three countries, China, the US
and India, leading the way and
accounting for 57 % of the global
growth. The benchmark global
study, put together by Global Construction Perspectives and Oxford
Economics, predicts average global
construction growth of 3.9 %
a year to 2030, outpacing that of
global GDP by over 1 percentage
point.
The report says growth will be
largely driven by developed countries recovering from economic
instability and emerging countries
continuing to industrialize.
These market trends cannot fail to
make their mark on global steel
tube production.

Fig. 5: Global steel tube production by region, Q2 2018
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.

In the second quarter of 2018,
world steel tube production was
once again dominated by China
(56 %), followed by other/ROW
(15 %) (Fig. 5). Following 2 years
of shrinking production China’s
market share stabilized at 56 % in
2018.
In 2014, oil and gas markets were
flooded by shale gas products. In
the second half of 2014, oil prices
fell steeply from 110 US$/barrel,
bottoming out at around 30 US$
in early 2016. Subsequently,
they recovered overall somewhat,
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hitting 52 US$ in August 2017
(Fig. 6), mainly thanks to the
OPEC countries and their exploration partners reducing output to
minimize the glut.
As of October 2018, oil prices
have climbed to a four-year high
of about 85 US$/barrel.
This most recent oil price rally is
in large part due to the political
intervention of the US government. The sanctions imposed on
Iran and Venezuela, although not
yet fully in place, have already
created an artificial shortage of
available pumped oil bpd.
The climbing prices are reflected
in the fact that the crude oil stock
volume in the US has recently
been increased. Normally, if rising
crude oil prices are expected, the
storage volume increases, whereas
falling crude oil prices lead to an
erosion of the crude oil stock
volume.

Fig. 6: Crude oil Brent price as per October 2, 2018
Source: NASDAQ

Given that many oil-exploring
countries have production costs
ranging from 30-40 US$, it is
unsurprising that the industry
reacts with the utmost sensitivity
to current oil price developments
(Fig. 8).
However, the entire shale gas
exploring industry, regarded in
2014 as a highly attractive industry segment, saw itself forced by
the low oil prices of 2016 and
2017 to reduce its cost level to
about 24 US$ / barrel (Fig. 8) –
with the result that its selling
price is now much lower than the
current price offered for crude oil
by the market. In consequence,
shale gas production is booming
again. Some US analysts are
warning that the current situation
bears similarity to the first shale
gas flood offensive in 2014, when
oil prices dropped from 110 US$

Fig. 7: US crude oil stock volume as per October 2, 2018
Source: EIA

down to 30 US$ / barrel. But as
long as US political intervention
keeps the available oil volumes
low, the oil price will remain high.
The OPEC countries and some other
partner countries such as Russia
are currently reducing the oil
volume offered to the world market
by about 1.8 million barrels/day.

International Energy Agency (IEA)
figures show it expected oil consumption to increase this year by
about 1.4 million barrels / day. At
the same time, it has predicted
an increase in production by nonOPEC countries such as the US of
at least 1.7 million barrels / day.
Citigroup analysts are predicting
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a hike in output levels by nonOPEC producers of as much as 2.2
million barrels / day. But at the
same time, the US sanctions on
Iran and Venezuela may reduce
pumping output levels by up to
about 2.1 barrels/day.

If the IEA and Citigroup are correct
in their assumptions, the world
could be faced with an oversupply
of oil – unless the US sanctions
remain effective. Currently it is
evident that the market believes
that they will; as a result, oil

Fig. 8: Cost to produce a barrel of oil
Source: UCube by Rystad Energy, published October 2, 2018

Fig. 9: Producer pipe price index as per August 11, 2017 (Jan. 1982 = 100 %)
Source: US Bureau of Labor Statistics/ Federal Reserve Bank of St. Louis

Fig.10: World steel pipe production in Ttons
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.
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prices climbed to 85 US$ / barrel
in October 2018 – bringing it forcibly home to analysts that oil
price forecasts may be overturned
by political intervention.
The upward trend has had an
immediate effect on OCTG pipe
consumption, particularly in the
US. Since January 2018, pipe
prices have increased, reflected
in a hike on the pipe price index
of about 25 %, from 200 to 250
(Fig. 9). The positive signals in
2018 have also prompted traders
to begin cautious restocking.
These pipe price corrections
have certainly left their mark
on the world steel pipe production (Fig. 10). 2016 was considered a no-growth year (-2.5 %).
In 2017, global tube production increased slightly (+1 %)
and the upward trend has so far
been maintained in 2018 (+2 %).
Looking at regional statistics
for 2018, it is notable that only
Other/ROW experienced a fall in
pipe production (-5 %). All other
regions increased their production
figures (China +2 %, US +13 %,
CIS +5 %, India +2 %).
The most significant variations
were again seen in the market
segment seamless pipes and
tubes (Fig.11). Global production volumes increased by 1% in
2018, dominated by China with
its massive production volumes
(+2 %), the US (+15 %), India
(+18 %), CIS (+18 %) and Japan
(+6 %). Only in Other/ROW
(-33 %) was there a significant
reduction in production volumes.
The production of welded pipes <
406 mm OD saw a global production volume increase in the second
quarter of 2018 (+4 %). China,
after a weak 2017, was among
those able to report an upturn
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(+6 %). Other/ROW (-2 %) and
IS territories (- 3 %) reported a
fall in production volumes. The US
once again had the most significant production increase to report
(+13 %) (Fig. 12).
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.
The second quarter 2018 figures
for welded pipes ≥ 406 mm OD,
large diameter line pipe, once
more show an overall production
decrease of 3 %, led by China (-5 %)
and other/ROW (- 4 %). This trend
reflects the fall in demand for
pipelines in these regions. The line
pipe market is dominated by large
projects which are mostly politically driven. The CIS (+24 %),
Europe (8 %) and the US (+5 %)
on the other hand have increased
production and were able to
strengthen their position as technologically advanced producers of
large diameter line pipe (Fig. 13).
The current US administration
recently began to impose import
duties on line pipe imports to
protect US producers – a political
signal which seems to be having
the desired impact on US pipe
production.
In the entire scenario, currency
exchange rates have also had a
significant impact on pipe exports
and pipe manufacturing machinery exports throughout the world.
In 2017 the euro gained about
20% against the US Dollar (US$)
(Fig. 14). In the months since
April 2018 it has fallen again by
about 6 % to 1.17. This does,
however, lessen pressure on
exports into the US.
At the same time, in 2017 the
exchange rate of the euro to the
Chinese yuan gained about 9.5 %.
Thus far in 2018 the euro has
dropped back by about 7.4 %,

Fig. 11: World steel pipe production in Ttons (seamless)
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.

Fig. 12: World steel pipe production in Ttons (welded < 406 mm OD)
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.

Fig. 13: World steel pipe production in Ttons (welded ≥ 406 mm OD)
Source: ITAtube Journal/Wirtschaftsvereinigung Stahlrohre e.V.

which offsets some of the gains From January 2017 (4.0) to Febmade by China in 2017.
ruary 2018 (4.7), the exchange
rate of the euro to the Saudi
The value of the euro against the
Arabian riyal (SAR) gained about
Russian rouble has gained some
15 %. However, the euro has most
28 % since April 2017 and is now
recently fallen against the riyal
at a level of about 77 roubles/
some 10 % (to 4.4 as of October 3,
euro. This meant that local pipe
2018). Overall, since 2017, Europroducers to a large extent served
pean imports to Saudi Arabia have
the home market, to compensate
become about 5 % more expenfor export losses due to higher
sive.
exchange rate costs (Fig. 15).
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costs. Producers seem to have
evaluated their market approach
and decided to serve commodities
or high-tech products even if they
only represent niches. Some countries/regions have also installed
trade barriers to control imports
from other countries.
EUR/US$ Chart – 3 Years

EURO/YUAN Chart – 3 Years

Fig.14: Currency exchange rates vs euro as per October 3, 2018
Source: Finance.net

EUR/ROUBLE Chart – 3 Years

EURO/SAR Chart – 3 Years

Fig. 15: Currency exchange rates vs euro as per October 3, 2018
Source: Finance.net

As indicated by these latest
figures, US tube and pipe producers in particular have greatly profited from business trends on the
oil markets. Increased pumping
and exploration activities are the
primary driving forces of the market’s recovery in the US. If we are
to believe the US experts, this
trend will continue throughout
2019. To a lesser degree, European tube and pipe producers
were also able to profit from these
developments.
What measures are pipe producers and plant equipment suppliers
taking to overcome current difficulties and to generate sustainable business?
Over-capacity is leading to consolidation in the steel tube industry.
Several pipe producing companies

14

ITAtube Journal No3/October 2018

are still looking into overcoming
such capacity problems by closing
production facilities with a questionable economic future.
Still, despite the remarkable boom
in the US, globalization into
markets with increased demand
remains one of the key answers.
The Middle East and locations with
major oil and gas exploration or
prospering automotive production
and building construction industries are to be considered. Besides
this, shale gas exploration, deepsea offshore exploration and oil
sand exploration remain major
challenges for our industry.
Price competition from China
and elsewhere demands further
specialization in high-tech products. This applies in particular
to regions with high production

Finally, every producer must seek
to make permanent improvements
to increase productivity and
reduce production costs. Technology suppliers may find interesting
business opportunities in this
field.
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