STEEL PIPES

Infrastrociure developmenl to drive steel plpe demand

Energy wansportston through economical means and for loag
term sustninability is a grester concem for global cconomics,
eapecially when all major mesns of energy including oil and gas
constinde mopor chunk of the country's gross domeitic products
(GDP). Sipel pipes and wibes play a dynambc role in transportiag
energy like oil amd nauiral gas leakage-free and possess the abiliy
1o conserve the mamural resources for fistare uses by economical
means of ransporiaten. The mamiensnoe-free in major cases
help boost company's and the country's ecomomic posilion
thereby, mising profitabidity

Cirowing odl and gax demand across the world and the 2eal with
which the oil compamics are mvesung on adding pipelme
infrastnsctare promises higher revemses for Indiam sicel pipes
mukers, A buge pent-up demand for pipes has cropped up over the
lasit fiew manths. For the refining industry, papcs arc the most
economacal way 1o transport ol and gas.

Though a large rumber of major plavers are engaged In the

productzon of seel pipes in organieed and anorganced sector yel
miajor mirasnciure projects depend on following five companics
o soaree pipes and twbes: Steel Awthonity of India (SAIL), Taia
Iron and Sieel. Jmdal Vigavnagar Sieel (JV5L), Essar S1eel and
Ispnt Indusirice

Uses of stev] pipes

Pipes of all rypes and sizes ane critical in bailding, constmuction,
chemical, energy, smad other industnial applications. The pipe
indusiry is expected to cxpenence considevable change and
varying growlh rfes in these wncertnin oconomic timses. The
global export maiket of the steel pipes is stated 10 be close w 527
ballion o year with the US, Western Europe, Australls, and Tapan
being the biggesi imponers. India 5 one of the major exponing
nations inglading Indonesia, Malaysia and Thailand

Siecl pipe induskry in India consess of firms ouinly engaged m
nuaiulsciuring scamless or welded sieel pipes or tubes or ferross
meisl pipe or ube fiitings. The five primary sieel producers i
India are, namely Sieel Aubority of India {SAIL), Tata [ron amnd
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Steel, Jmdal Vipymagar Steel (IVSL), Essar Stecl and Ispat
Indwsirics, Major industry bodics like the Caold Rolled Stecl
Monufactrers Association (OORSMA), the All-India Cyele
Manufacturers' Assocethon (AICMAL the Federmtion of
Induzries of India. which represent the tubes and pipes makers
and @ large number of white goods makers, have joined hands oo
sart out the matters concernang the futare of stee] pipe industry,
The building & construciion industries along with ihe ol & gas
sector ane the major markeaplsces for pape. Wikh ibe construciion
markel booming snd furiher development of new markels for
sieed pipes rangmg from commercial framing to waler papes, the
futare of sieel tubing industry cenainly looks bright. Significant
consolidation and mbonabizetion of excess capacity has oocurmed
in wome segrnents, while cost containment and improved process
and guulity contral messures have led o prodectivity gains asd
qualliy improvemenls across the entine pipe indusiny.

The urgent need

The scliing up of tansportation infrastrocture in the wake of
burgeoning crude prices |s increasing the densand for SAW pipes.
SAW pipes’ dermand is likely 1o remain robust dise 1o diverse point
of uses of crude and concentrateon of source of crade in the
Middbe East, Indian pipcs manufecturers have the advantage of
being in the close proximity to Middle Enst vis-i-vis ather major
e mamufachurers m J.lp.l.ri ar Fu.l.r:p:. Tr-'l.l-pdu'l.l.li.n- ot 18 a
mujed cost for the pipe masnuchrers to shap tbe pipes to bMiddle
East, which B sround hall as compared w that from lapan.
Morcover, the domesue demand 5 also high with various
organizations  that hawe pui their plans w lay pipeline
infrasenacture for oil irensponiation. Scomless pipes’ demand is
alao likely to take o leap on pccount of depleting reserves and
rsEng mr"rlnii].' im the ol c:.p]-:l'.llinn and F‘ndul:r.inrl [E&P)
process,

SAW pipes are large diamsster pipes, which are manafachared by
welding the edges of plates or by spimal welding of hot relled coil
(HR coil), The SAW pipes monufactured from plaies are called
LEAW pipes as they are rolled and webided to fiorm o pipes chape.
There ks longiudinal welding in LSAW pipes. HSAW pipes are
made from HR coll, where in the codl 1s welded spirally 1o give a
shape of pipe. In HSAW pipes the length of welding is larger as
compared oo that in LS AW, Depending on ihe kength of welding.
the HSAW pipes ame perceived o be weaker as compared o the
LEAW pipes. Bui now, due to subsiantial advancement in the
welding technalogy, there is almost negligible dilleremce m the
pressire-beanng sirength of the twa types ol pipes.

Indian pipe sector is sei W capitalize on the boommng global
demand for pipes. Around LIS5118 billion global opportanity is
likely to unfold in next five years. Urgency to oreate ol & gas
trunsporiation infrastructure due $o burgeoning crude oil prices
and risang depletbon of glishal cnsde reserves 5 stimulating global
demand for SAW (submerged arc welded pipes used inoal & gas
transportaiien) and seamless pipes jused im ol & pgas
cxploration), Indian pipe mamfaciurers are sei to benefit from the

glohal demand-supply imbalance and thew participation in the
global demand boom is wisible from thesr expanding arder book,
Tight supply situation s lkely o prevail (or FY0E & FYDUE
would keep reali zidons linm

Favarahle glishal demand — supply

Depleting oal reserves have led o an increase in explorsison
effonts resuling i mare wells, Denaand for seumbess pipes B
direcily proportional w the increise in number of wells. As per
estimaies, about 35 million jonne of scamless pipes demand s
likely 1o come up in next 3 years, UUSA. Middle East and domestic
muarkoet woulkl be key volunse drover for Indisn pipe players. The
three peographics scoount for over 40% of the ioial glohal
derand of around 75 million onne of SAW pipes. Olobally,
Indizn plpe companies are expocted o cornser arouind 9% ol iolal
demandd. Currend order book position of ndesiry plavers of
U534, 1 b suggesis thai Indisn companses are well on course o
gamer the share.

Cilobal demand for SAW and scamless pipes is likely o renaain
fimm over the next five years due o nsing crude prices amd
depletimg ol reserves. Developed world's nzing energy
requircenents and emengence of industrial powerhouses
developing couninies like Ching and India are the major catalyss
af growth in the oil country tubular goods (OTOG) nad line pipe
ISAW pipn} rm.l'l:cl.l.TIlnﬂ]:l'd.u.'lhndu bong-term bud| market
in ol and gos prices has resulicd in an extended wpiam in demamd
for SAW and seambess pipes. Global demand i3 said o be aroamsd
67 muillion tonne, with srousd s&%: lowing from the Middle Eass,
Asia and the LS, Although demand m Evrope and Russia is likely
o be met from the mtermal sopplees, demand in Middie East and
the US are likely to be met through imports due fo supply
constrainis, The luH:I!.' constrnmts and higher demand =
expeeted 1o keep the prices firm for 2l least two years through
CY0% and CY09 escalatmg o mid 2000, where afler it may sian
softening due to impeoved supplies.

Booming oil & gas exploration and production (E&P) actrvitics
have lowd to 8 sarge in demand for line pipes und fubular prodicis.
Witk expeciatbon of & long bull markal i oll and gas prices,
preveously unviable oil febds are being explored. Incressed
dermand for steel pipes would cominue in the medium teom on
socount of moereased explomton activiises and thoust on semimg
up infrastructure 1o renspoat ol and gas. In India, mpid economic
growih faces an wgent need to develop and improve water supply,
which would alio increase demad for AW papes.

Agcording o mdusiry sources, 189 line pipe projects involving
17,55 millson tonme of SAW pipe are coming up m the next 5 yvears
in Morth America sccounting 23% of the tninl global demand,
Inadequate supply would increass imports to the LS markets. L5
umports will nse Gll mew capacities go onstrcam. Indisn pipe
muaiuisoiurers ane foraying into the US markels w glve them o
lscal presence. Afber ending its jodm vesture with Loan Star,
Welsprun Craparat is puiting up s ovm manufacnming facilitics ata
coat of LISS 1 million. P5L is also puiting ap a 300,68 jonne
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Mast as a joint venture, Man Industries s scouting for J'V parmens
Expaorts to the US wouald be one of the major revenee drivers for
Inclsan pupe manulseuners.

mestic demand

India's sieel pipes and mbes demand largely depends upon the
projposcad lran-Pakstai-lisdia gas prpelme prsject. I the project,
under varions slage of negotsion, comes through then the pape
masufaciuning compenics (0 the country would become [ull of
orders. Domestic demand for line pipes, therefore, is expecied to
grow faster with increasing cross-couniry crestion of oil & gas
trmnsporiation network. Owne of the major factors to increwss the
demanmad is the creation of gus transportation infrastrecture, Most
of the demand would emerge fnom the najural gas segnsend
Pipeline mfrasinichene in Indsa is likely o slmost dowslble n nex §
years o 39000 km from existing anound 20,0060 kom. The toual
demand for SAW pipes s hkely 1o be around | 2mn tonmes innext
5 years, Worldwide, consumption of natural gas rose from | %% of
global primary energy in [980 io 24% m 2002, Demand for
nataral gas s expected lo grow st 3.9 per year between 2001 and
2025, The Imdian naiural gas markel i relatively undendeveloped
compared o other regions of the world. By J24-M25 e share

of nwiurnl gas would mcresse o X% of toin] primary energy
consumpiion, accofding to Hydrocarbon Visson 2025, With
growih in consumpiion, the rasponation nfresinicie woulkd
also see racion. Higher usage of nawral gas requines better &
eoonomical ransportarion medivm and thas more pipelines.

The major gas pipeline companics swch as Cradl (Indiaj and GEPL
plans o put ap major gos papelines. Goil B seitmg up & national
gas grul and has planned 5,052 km of pipelines. Waler resousces
nunagement — anolber key arca Waler resource neinapgensen is
anather mapor area where huge demand is likely o kbck in. Bapsd
eponomic growth i India hag theown ap an urgeni necd w0
develop and improve waser supply gystems in urban areas. Water
resparces management has been one of the mapor focus arces of
the govermment i the el fow bedgets, According to the Workl
Bank, projects worth asound USE5 20 hillion are cither under
expculson of W he pipeline. Assuming & price reallzation of
USEE, 000 per tomme fmosily HSAW pipes are used in water
management), there is an opporunity of 3.2 million tonnes
(LIS52 41 billion)
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