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OPEC, with its attractive oil and 
gas exploration costs, is fi ghting 
for predominance in the oil and 
gas suppliers’ world market. Dra-
matically falling crude oil prices, 
the Brent crude oil price has lost 
more than 70 % of its value since 
2014, are the signifi cant sign of 
this battle. In this presentation, 
several other economic conse-
quences for the pipe and tube 
industry are discussed. Global 
steel tube producers are seeing 
increased price competition from 
China and elsewhere.  

Tube and pipe markets such as the 
automotive, building and construc-
tion industry are attractive market 
segments for our industry.

Oil country tubular goods (OCTG) 
have prices dropped in almost a 
straight by 20 % line since the 
beginning of 2015.

World production of steel tubes 
showed an average growth of 
+6.8 % in 2014, dominated by 
China. So far in 2015, growth has 
slipped back to -1 %.

For welded tubes below 406 mm 
diameter, production rose by 
+5.7 % in 2015. For welded tubes 
of 406 mm or larger, 2015 produc-
tion showed a growth of +5.6 %, 
driven predominantly by China. 
For seamless tubes, 2015 has 
so far seen production shrink by 
-15.8 %.

Over-capacity is leading to consol-
idation in the steel tube industry. 
Competition in saturated markets 
is prompting investments in those 
tube markets, which are growing. 
Demanding high-tech products are 
the strategic targets rather than 
commodity-grade tubes. 

Tube suppliers located in high-
cost countries are taking steps to 
counter the strong international 
competition. As well as seeking to 
specialize in products with higher 
technical requirements, they 
are globalizing in markets with 
increased demands, and increas-
ing their productivity to reduce the 
costs of production.

Finally, the impact of currency 
exchange rates on the pipe market 
is discussed.

Looking at the main market seg-
ments of the steel pipe suppliers, 
exemplarily shown on the German 
2012 market, it is obvious that 
this market is dominated by the 
OCTG industry (51 %). Besides this 
dominating market the automotive 
(15 %), mechanical (9 %) and 
construction industry (5 %) are 
also strong market segments 

World pipe & tube market – some infl uencing 
factors on the present situation 
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for the steel pipe suppliers (see 
also ITATube Journal 2015-No.3/
Wirtschaftsvereinigung Stahlrohre 
e.V.).

Particularly the automotive and 
construction markets are currently 
characterized by a stable and high 
demand (see also ITATube Journal 
2015-No.4).

The automotive industry is growing 
presently by about +3.7 % per 
year. Considering that the tube 
usage intensity for cars is growing 
in parallel, the automotive market 
for tubes is to be seen as a most 
attractive market segment for tube 
producers.

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).    

In 2012, OCTG consumption was 
led by NAFTA – North American 
Free Trade Agreement – (42 %) fol-
lowed by China (24 %) (Fig.1).

These high pipe consumption 
fi gures at that time refl ect the 
enormous exploration activities 
performed especially in the NAFTA 
region trying to become more inde-
pendent from oil imports. In con-
sequence, the Middle East OCTG 
producers headed by Saudi Arabia 
were starting to pump more oil. 
Since they are cost leaders, they 
are very price elastic and can with-
stand even very low oil prices while 
still maintaining positive margins. 
As a result, the OCTG market is suf-
fering from falling oil prices. In the 
2nd half of 2014 the prices dropped 
from 110 US$/barrel to 30 US$ in 
February 2016 (Fig.2)! This results 
in a price deterioration of -73 % in 
only 19 months – or of -3.8 % per 
month!

The CIS, trying to compensate 
their income losses related to oil 
exports, also increased their oil 
production level and consequently 
also increased their exploration 
activities. This put even more pres-
sure on the oil price but keeps the 
pipe consumption in the CIS at a 
high level. 

In addition now, since the embargo 
restrictions on Iran are in the 
process of being abandoned, Iran 
will consequently also increase 
their oil exploration and pumping 
level to generate increased income 
by exporting more oil volumes to 
the world market.

Fig1: Global OCTG Consumption by 
Geography in 2012, 
Source: Metal Bulletin

Fig.2: Crude Oil Brent Price, Source: NASDAQ
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These market trends will not lead 
to an oil price recovery in the near 
future!

Many exploration fi rms cannot pump 
oil or gas with positive margins 
at this price level and therefore 
stopped or reduced their explora-
tion activities and the pumping of 
oil and gas. Some fi rms even fell 
out of business into bankruptcy. 
This oil price trend had an immedi-
ate effect on the pipe prices. 

Looking at the producer pipe price 
index, we can see a direct corre-
lation between this price index 
and the crude oil price (Fig.3). 
When oil prices started to fall in 
mid-2014, it took about 6 months 
for the pipe prices to start to fall 
as well. This may be explained by 
the many long-term delivery con-
tracts still in place at that time in 
2014. Starting early 2015, the pipe 
price had an almost linear down-
turn from the index value 102 % to 
82 % in January 2016. This means 
-20 % downturn within 12 months 
or -1.7 % per month. 

In 2012 NAFTA, Middle East and 
Africa were net pipe importing 
regions. Even today, Middle East 
and Africa are still net importers. 
In the NAFTA region on the other 
hand, massive additional pipe pro-
duction capacities are about to 
go into operation (+4.2 million 
tons). Encouraged by the US strat-
egy to become independent from 
energy imports, many international 
pipe-producing companies invested 
in additional pipe production 
plants. Now due to the collapse of 
the NAFTA shale gas industry, such 
additional pipe production capac-
ities are desperately looking for 
supply markets. 

These dramatic pipe price lapses 
have certainly left their mark on 
the world steel pipe production 

Fig.3: Producer Pipe Price Index (January 2011 = 100 %,
Source: US Bureau of Labor Statistics/ Federal Reserve Bank of St. Louis

Fig.4: World Steel Pipe Production in Ttons,
Source: ITATube Journal/Wirtschaftsvereinigung Stahlrohre e.V.

Fig.5: World Steel Pipe Production in Ttons (seamless),
Source: ITATube Journal/Wirtschaftsvereinigung Stahlrohre e.V.
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(Fig. 4). 2014 with an increase in 
pipe production of +6.8 % refl ected 
the generally good market atmos-
phere. 2014 can therefore still be 
considered as having been good, 
despite the already dropping oil 
price, as many ongoing supply 
contracts were still in place. The 
expansion was dominated by the 
growth pattern in China.

In 2015 (extrapolated on 3rd quarter 
values), however, signifi cant skid 
marks are to be seen. Particularly in 
the US (-22 %) and Japan (-18 %), 
production has been signifi cantly 
reduced. Only Chinese production 
increased (+6 %), dominated by the 
welded tube segment.

The most signifi cant impact can be 
seen in the segment of seamless 
pipes and tubes (Fig.5). A remark-
able worldwide production volume 
decrease of -15.8 % is reported. 
This decrease is even topped by the 
US (-48 %) and India (-38 %). 

Even China is reporting a produc-
tion volume decrease of -13 %.

The production of welded pipes 
< 406 mm OD is experiencing a 
worldwide production volume 
increase in 2015 (+5.7 %). Nev-
ertheless, some regions report 
production volume decrease, such 
as US (-21 %), CIS (-10 %) and 
Japan (-10 %). These production 
decreases are overcompensated by 
China (+17 %). This regional pro-
duction shift is being fl anked by 
strong price competition (Fig. 6). 

Welded pipes ≥ 406 mm OD show a 
production increase of + 5.6 % in 
2015, dominated by China (+11 %) 
and CIS (+24 %). This trend may be 
explained by the increased demand 
for pipelines in these regions. On 
the other hand we can again detect 
a major production shift since tra-
ditional pipe producing regions 
such as Japan (-32 %) and Europe 
(-14 %) are facing a production 
volume decrease (Fig. 7) at the 
same time. 

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

Since the second half of 2014 the 
EURO has lost about 18 % against 
the US Dollar (USD) (Fig.8). 
Throughout 2015 until today, the 
Euro has held its value against 
the USD on a level of about 0.90. 
This supports exports signifi cantly. 
Particularly the pipe and equip-
ment suppliers to the automotive 
industry are taking advantage of 

Fig.6: World Steel Pipe Production in Ttons (welded < 406 mm OD),
Source: ITATube Journal/Wirtschaftsvereinigung Stahlrohre e.V.

Fig.7: World Steel Pipe Production in Ttons (welded ≥ 406 mm OD),
Source: ITATube Journal/Wirtschaftsvereinigung Stahlrohre e.V.
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this trend. At the same time, the 
exchange rate of the Chinese Yuan 
(YUAN) to the US Dollar (USD) has 
lost about 5 %. This also supports 
exports from PR China which can 
directly be refl ected in the Chinese 
pipe production volume.

The value of the Russian ruble lost 
about 35 % between mid-2015 
(50 RUBLE/USD) and February 2016
(80 RUBLE/USD). As a result, imports
into Russia became signifi cantly 
more expensive. In consequence 
the local pipe production had to 
serve the Russian pipe consump-
tion as far as possible in order to 
compensate the drop in imports 
(Fig. 9). 

The exchange rate of the Saudi 
Arabian Riyal (SAR) to the USD after 
a period of relative stability expe-
rienced a short weakness at the 
beginning of 2015 (Fig.9). Since 
then, only small fl uctuation was 
realized on the original exchange 
rate level, anyhow not exceeding a 
range of +- 0.1 % against the USD.

In consequence imports from 
Europe should take advantage of 
the exchange rate to the Riyal. 
Anyhow European pipe producers 
have seemed not to take advan-
tage of this effect as expected. But 
European pipe equipment suppli-
ers should take at least midterm 
advantage.

Fig.8: Currency Exchange Rates versus US Dollars,
Source: Finance.net

USD/EUR Chart – 3 Years USD/YUAN Chart – 3 Years

Fig.9: Currency Exchange Rates versus US Dollars,
Source: Finance.net 

USD/RUBLE Chart – 3 Years USD/SAR Chart – 3 Years
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Looking at another country of 
interest, Iran. During the embargo 
period, the RIAL experienced 
severe defl ation. 

Now, since the embargo has been 
lifted, the exchange rate USD to 
the Iranian RIAL, has stabilized 
(Fig.10). Even today, banking and 
fi nancing instruments such as 
SWIFT and therefore normal con-
fi rmed letters of credit are still not 
in place, but can be expected to be 
operative in the near future.  

What measures are pipe producers 
and pipe production equipment 
suppliers taking to conquer the 
present diffi cult 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 questiona-
ble economic future. 

Still, despite the remarkable prob-
lems in the USA, globalization into 
markets with increased demand 
remains one of the key answers. 
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.

Price competition from China and 
elsewhere demands further special-
ization in products with high tech-
nological demands. This applies 
in particular for such regions with 
high production costs. The produc-
ers have to evaluate their market 
approach and decide to serve com-
modities or high technological 
products even if they only repre-
sent niches.

Finally, every producer has to 
make permanent improvements to 
increase productivity increase and 
reduce production costs Technol-
ogy suppliers may fi nd interesting 
business opportunities in this fi eld.

USD/RIAL Chart – 1 Year

Fig.9: Currency Exchange Rates versus US Dollars,
Source: Finance.net 
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