
T hus far, 2019 has been a largely 
unpredictable and volatile year for the 

United States’ hot-rolled coil market and 
most recently, US HRC has been in a falling 
price environment. Most industry observers 
believe that - at least through to next year 
- the industry will likely be challenging, given 
all the uncertainties in the marketplace, 
including on the economic, end-use demand, 
raw material pricing and trade fronts, 
concurrent with steelmakers stepping up their 
production capacity.

The American Iron and Steel Institute 
reports that in the year to June 2019, 
apparent consumption of hot-rolled (HR) 
sheet in the US was 13,432,197 net short 
tons, down by 4.6% from the first six months 
of 2018. Christopher Plummer, managing 
director of Metal Strategies, estimates that 
for the full year of 2019, US apparent HR 
sheet consumption will likely fall by about 
4.2%, followed by another 2.2% decline in 
2020. 

Plummer observes that many end-use 
customers have been slowing HRC purchases, 
which he says is unsurprising given the lower 
price environment amid many major HRC 
end-use markets and a slowing US economy. 
According to Fastmarkets’ daily HRC index, 
US HRC prices had fallen to $550 per short 
ton on September 19, down by 24% since the 
beginning of the year and by 33.7% year on 
year. 

Philip Bell, president of the Steel 
Manufacturers Association (SMA) says that 
while there is no question that HRC is weaker 
than it was a year ago and has continued to 
decline further over the past several months, 
it is difficult to accurately assess actual 
underlying demand because lower HRC prices 
may be masking true buying appetite. 

One example of this is that many service 
centers have been limiting their HRC 
purchases, concerned about what eroding 
prices will mean for their inventory values. 
Therefore, they have been looking to keep 
their inventories as lean as possible. 

Tyler Kenyon, a metals and mining analyst 
for Cowen & Co., said that inventories built 
up shortly after Section 232 came into play 
in 2018 on concerns of the impact the tariffs 
would have on steel availability. But after 
being in destocking mode for much of the 
first half of 2019, inventories moved up again 
in July when domestic HRC prices bottomed 
out at $500-525 per short ton.  The price for 
material climbed back up to $600 per ton 
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by mid-August after three back-to-back mill 
price hikes and a $20-per-long-ton spike in 
steel scrap prices. 

After the HRC market began falling 
again later in August and demand in several 
end-use sectors weakened, it returned to 
destocking mode, with Kenyon estimating 
that it could be another 30 days or so before 
HRC inventories strike a better balance. This 
is especially because of the slower growth 
trend in US domestic manufacturing, energy 
and construction activity, including many HRC 
intensive sectors, and a larger-than-expected 
decline in September steel scrap prices, which 
could be replicated in October. Service centers 
are the initial buyer of 45-50% of US HRC.

Several forward-looking economic 
indicators exemplify the recent US HRC 
demand weakness. The Institute for Supply 
Management’s manufacturing purchasing 
managers index (PMI) fell into negative 
territory for the first time in 36 months in 
August - registering 49.1% - its lowest since 
January 2016. Also in August, the American 
Institute of Architects’ Architecture Billings 
Index, which has been fluctuating between 

expansion and contraction in recent months, 
fell significantly to 47.2 points.

Concurrently, the United Autoworkers 
(UAW) strike at 31 US General Motors 
automotive plants, starting on September 
16, and the September 14 attack upon Saudi 
Arabia’s Aramco oil refineries could have a 
future impact upon HRC demand, although 
it is still too early to say to what extent. 
According to Plummer, 20-25% of all US HRC 
is used for welded pipe and tube in the oil and 
gas industry and 10% for automobiles, the 
domestic market’s two largest end-uses.

Crude oil prices surged immediately after 
the Saudi Arabian attack, although have now 
stabilized since Saudi Aramco restored some 
of its oil production capacity. How long it will 
take for the rest of capacity to comeback online 
is unknown. But Kenyon highlights that even 
before the disruption in oil supply, weakness 
in the energy sector hit US HRC demand - 
where HRC is used as a substrate for both oil 
country tubular goods (OCTG) and line pipe 
- compounded with the US drill rig count falling 
17.6% year on year as of September 20. This 
comes amid exploration and production (E&P) 
companies exhibiting a greater degree of capital 
discipline, Kenyon says, while well efficiency and 
productivity have been increasing. 

Welded pipe and tube are also used in 
several non-energy applications, including 
mechanical tubing for autos and structural 
tube used in construction and other 
applications. Bell says it was inevitable 
that North American auto production 
and, therefore, the automotive sector’s 
consumption of HRC would come down from 
2017 after “going like gangbusters” for the 
previous five years. Production has stagnated 
more recently but at a fairly high level, with 
over 16 million light vehicles expected to be 
produced this year. Plummer highlighted that 
North American auto production in July had 
increased by 2.9% year on year with 75% 
of that comprising light trucks, which, on 
average, use 80% more HR sheet than sedans. 

Kenyon notes that prior to the strike, 
which is GM’s longest since 1970, the 
steel automotive supply chain was facing 
challenges from lower North American 

US Hot Rolled Sheet Steel Market Data
(millions short tons)
HRC Consumption Imports %
2008 21.2 13.9%

2009 20.0 13.2%
2010 13.2 12.2%
2011 19.6 10.9%

2012 23.3 12.1%

2013 23.3 12.6%

2014 26.1 16.7%

2015 23.5 16.5%

2016 23.0 12.6%

2017 23.3 9.1%

2018 23.7 11.0%

2019e 22.7 8.1%

2020F 22.2 7.9%

2019 based on half-year data and trend

HRC
June 2019

YTD Yr Ago
Shipments -3.2% -11.3%
Exports -40.6% -46.0%
Imports -27.2% -20.8%
Consumption -4.3% -0.9%



build rates of auto plant closures and 
model changeovers. Plummer says that 
from January-July 2019, GM accounted for 
18.4% of total North American light-vehicle 
production, with about 87% of those vehicles 
being light trucks. 

Plummer says that HR sheet use in 
construction applications, particularly 
nonresidential metal buildings, has been 
holding up, with small volumes also used for 
public works construction, which is primarily 
for signage and guard rails. 

Kenyon estimates that overall US domestic 
steel sheet production capacity, including HR 
sheet, rose around 6% in 2019, with HR sheet 
the largest rise. Most of the increase came 
from US Steel restarting two blast furnaces 
- that it idled in 2015 - midway through 2018 
and JSW Steel (USA) ramping up its electric 
arc furnace (EAF) mill in Mingo Junction, 
Ohio, which it restarted in December after 
being idled in 2009.

“Another wave of flat-rolled steel capacity 
- about 11 million tons - is expected to 

come online by 2022 based on projects that 
domestic mills have announced, committed 
to and, in some cases, are already under 
construction,” Plummer said. Adding that 
with all that expected new capacity, there 
is Nucor’s plans to a build a greenfield plate 
mill with 1.2 million tons per year of capacity 
in Brandenburg, Kentucky, which will produce 
sheet and HR sheet, and new brownfield 
sheet capacity expansions including the 
2.7-million-tpy mill that Steel Dynamics plans 
to build in Sinton, Texas. 

Other major capacity additions include 
Big River Steel adding 1.5 million tpy, 
doubling the production capacity at its 
mill in Osceola, Arkansas, Nucor adding 1.3 
million tons of additional sheet capacity at 
its Gallatin facility in Ghent, Kentucky and 
North Star BlueScope adding 900,000 tons 
of sheet capacity in Delta, Ohio. There is 
also speculation that Big River might build a 
greenfield mill in Brownsville, Texas. 

Bell believes these moves could represent a 
transformation of the domestic steel industry, 
given that it could also result in inefficient 
existing capacity being idled or closed, 
the displacement of imports and even the 
potential for some companies to go out of 
business and exit the market. 

US HR sheet imports have already been 
declining, an AISI spokeswoman said, noting 
that in the year to June, imports were down 
by 29% compared with 2018. During the 
same period, however, domestic US HR sheet 
shipments fell by 3% and exports fell by 38% 
year on year. 

Given these dynamics, concerns that  
both global and US economic growth could 
slow further amid uncertainty of the future 
has left most market observers believing 
that the HRC market could endure further 
volatility - both from a demand and pricing 
perspective.

“But while in this very challenging market 
prices could move down from current levels, 
I don’t see them going below $500 per ton, 
which is generally seen as the breakeven 
point for most mills,” Plummer said.

U.S. Monthly Spot Flat Rolled Steel Prices 
(USD Per Ton Delivered Midwest)

No1Bush
Scrap

Slab HR
HR v.
Scrap

HR v.
SLAB

Sept-16 $260 $430 $560 $300 $130
Aug-19 $296 $430 $592 $296 $162
Jul-19 $281 $425 $561 $280 $136
Jun-19 $291 $433 $545 $254 $111
May-19 $323 $506 $621 $298 $115
Apr-19 $355 $525 $678 $323 $153
Mar-19 $371 $524 $696 $325 $172
Feb-19 $359 $469 $686 $327 $217
Jan-19 $405 $441 $670 $265 $229
Dec-18 $405 $454 $741 $336 $287
Nov-18 $405 $495 $797 $393 $302
Oct-18 $392 $515 $826 $434 $311
Sep-18 $379 $525 $837 $458 $312
Aug-18 $396 $565 $884 $488 $319
Jul-18 $404 $593 $912 $509 $319
Jun-18 $393 $595 $902 $509 $307
May-18 $385 $600 $879 $494 $279
Apr-18 $383 $593 $864 $481 $271
Mar-18 $373 $571 $833 $460 $263
Feb-18 $365 $515 $746 $381 $231
Jan-18 $361 $511 $687 $326 $176


