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Disclaimers
“Stainless Steel Pipes & Tubes’' has been prepared for the proposed initial public offering of equity shares by
Venus Pipes & Tubes Limited (the “Company”).
This study has been undertaken through extensive secondary research, which involves compiling inputs from
publicly available sources, including official publications and research reports. Estimates provided by Dun &
Bradstreet [●] (“Dun & Bradstreet”) and its assumptions are based on varying levels of quantitative and
qualitative analyses, including industry journals, company reports and information in the public domain.
Dun & Bradstreet has prepared this study in an independent and objective manner, and it has taken all
reasonable care to ensure its accuracy and completeness. We believe that this study presents a true and fair
view of the industry within the limitations of, among others, secondary statistics and research, and it does not
purport to be exhaustive. The results that can be or are derived from these findings are based on certain
assumptions and parameters/conditions. As such, a blanket, generic use of the derived results or the
methodology is not encouraged
Forecasts, estimates, predictions, and other forward-looking statements contained in this report are inherently
uncertain because of changes in factors underlying their assumptions, or events or combinations of events that
cannot be reasonably foreseen. Actual results and future events could differ materially from such forecasts,
estimates, predictions, or such statements.
In making any decision regarding the transaction, the recipient should conduct its own investigation and
analysis of all facts and information contained in the prospectus of which this report is a part and the recipient
must rely on its own examination and the terms of the transaction, as and when discussed. The recipients should
not construe any of the contents in this report as advice relating to business, financial, legal, taxation or
investment matters and are advised to consult their own business, financial, legal, taxation, and other advisors
concerning the transaction.”

Sunil Ramachandran (Apr 19, 2022 11:55 EDT)
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Global Economic Overview
Global economy rebounded well in 2021 from its Covid-induced historic decline. Despite the worsening
pandemic dynamics at the start of year and eventual lockdown in many parts of the world, the world GDP grew
by 5.9% (est.) in 2021. Gradual unlocking of economy, accelerating vaccination, dropping infection rate during
majority part of H2 2021 and government stimulus in many countries, all played its role in supporting the
economic revival. However, emergence of Covid-19 new variants (Omicron) and its rapid spread towards the
end of 2021 again presented an uncertainty about when pandemic going to end. Consequently, IMF in its October
2021 forecast, did a downward revision in global GDP growth by 0.1% against its July 2021 forecast. As per
IMF, the world GDP is estimated to have grown at 5.9% in 2021. The low base effect also translated in higher
rate of growth in 2021.
Real GDP growth
World
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Source: International Monetary Fund

2023P
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5.2%
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2.6%
2.3%
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In current year, the geopolitical event and changes in world economic dynamics shaping as a result ongoing
Russia-Ukraine war threaten to derail the global GDP growth in 2022. US ban on Russian oil, natural gas and
coal coupled with UK and EU announcement to wean themselves off from Russian oil has potential to intensify
oil supply in global market and accelerate the already high global inflationary pressure. It will be noteworthy to
know that Russia account for 12% of global oil output and 17% of natural gas output and it may take some time
to ramp up alternative supply due to sudden ban on consuming Russian oil & gas. Prior to Russia- Ukraine crises,
the international oil prices were already at risk of hitting new high due to tight supply of crude oil as OPEC plus
countries refuse to increase output while major oil supplier such as Qatar, Saudi Arabia, and the UAE do not
have significant capacity to increase supply at short notice. Also, their output is already reserved for trade
partners or domestic consumption. Disrupted business operation, supply chain disruption, elevated crude oil
prices, surging freight cost, inaccessibility of critical raw material and insecurity risk may aggravate food and
fuel prices. In addition to above, Russia’s unknown response to tightening western sanction is another major risk
to global GDP growth. As per IMF most recent outlook released in January 2022, the global GDP is projected
to grow by 4.4% in 2022.
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India Economic Overview
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Hit by the coronavirus pandemic and subsequent lockdown that was imposed in March 2020, India’s annual
GDP growth shrunk by 6.6% in FY 2021 as compared to 3.7% y-o-y growth in the previous year. As per Mospi
advance estimates, despite the adverse effect of second wave of COVID-19 and associated localized lockdowns,
the Indian economy rebounded well in FY 2022 and is estimated to have grown by 8.9%. The country is set to
overachieve its export target despite the supply chain disruptions posed by COVID-19 restrictions, skyrocketing
freight charges and container shortages.
On quarterly basis, the country recovered well from the Covid slump as it registered healthiest ever quarterly
GDP growth of 20.33% in Q1 FY 2022 on y-o-y basis. Though much of this sharp surge in GDP growth is
attributed to the low base-effect (as country observed a contraction of nearly 24% in GDP during Q1 FY 2021).
While a surge in the Delta variant during the second wave of pandemic starting from end of February and
strengthening till May 2021 was a drag on the overall economic recovery. On sequential Q-o-Q basis, India’s
GDP fell by 17% in Q1 FY 2022 as compared to the previous quarter output (Q1 FY 2022 change over Q4 FY
2021). Major relaxations in Covid-related restrictions and government relief measure such as INR 6.29 trillion
stimulus package for the pandemic hit sectors, higher healthcare spending, accommodative policy rate etc.
supported economic recovery in the subsequent quarter. During Q2 FY 2022, broader economic indicators
bounced back above pre-pandemic level which was well captured in the improved quarterly result announcement
of the corporates. Other economic indicators such as increase in bank credit growth and higher m-o-m GST
collections from August 2021 onwards too indicated economic recovery. With over INR 1.3 trillion for the
second straight month, the GST collection in November 2021 grew by over 25% (y-o-y) while it was 27% higher
than the FY 2020 collection. In the quarter ending 30th September 2021, the country’s GDP grew by 8.4% on yo-y basis against 7.4% decline in the same quarter in the previous fiscal. On sequential basis, it registered 10%
growth over the previous quarter. The y-o-y growth moderated in subsequent quarter (Q3 FY 2022) to 5.4% due
to the weaning impact of high base effect.
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Sectoral analysis of GVA data based on advanced estimates reveals, growth returning higher to pre-pandemic
level in FY 2022. GVA in the industrial sector and services sector both strengthened during FY 2022 while
agriculture sector GVA observed some moderation in yearly growth.
In the industrial sector, growth across major economic activity such as mining, manufacturing, construction
sector surged, and it registered a growth of 12.6%, 10.5% and 10% in FY 2022 against a decline 8.5%, 7.2%
and 8.6% in FY 2021, respectively. Within industrial sector, only utilities sector observed growth single digit yo-y growth of 7.8%, although it was higher than the decline of 3.6% registered in the previous years.
Talking about the services sectors performance, with major relaxation in covid restriction, progress on covid
vaccination and living with virus attitude, business in service sector gradually returned to normalcy. Economic
recovery was supported by the service sector as individual mobility returned to pre-pandemic level. The worst
hit trade, hotel, transport, communication, and broadcasting segment registered 11.6% y-o-y growth in FY 2022
as compared to 20% contraction registered during FY 2021.
India’s Economic Outlook
The ongoing spread of Omicron ba.2 in many parts of the world and recent external risk shaping up due to
Russia-Ukraine crises have potential to restrain the pace of economic recovery especially in the manufacturing
sector. Profitability of businesses are under pressure. The high-risk averseness of foreign investors, volatility
and sharp downward movement in rupee, surge in commodity prices and the consequent rise in interest rates
will impact India’s short-term growth. Though in immediate term, the balance of risks facing the Indian economy
are tilted to the downside, but various structural measure introduced by the government post Covid to revive
7

economy is going to have a long-lasting impact on India’s growth story. The new free trade agreements that
India has inked with UAE and is likely to forge with several countries such as UK and Australia along with the
PLI scheme would provide a boost to India’s export. Effective implementation of various policies such as
Amtanirbhar Bharat, Gati Shakti for multi-modal connectivity and the National Monetization Pipeline (NMP)
to finance infrastructure creation, will determine the future roadmap of India’s growth story. If implemented
well, it will have a crowd in effect on private investments and help India to move closer to its target of reaching
USD 5 trillion GDP goal by 2024. For CY 2022, backed by the supportive structural reforms, IMF in its latest
economic outlook review (Jan 2022) have projected India to continue growing at 9% while growth outlook for
many other major countries excluding Japan was revised downwards.

Global Stainless-Steel Industry
Stainless Steel is a value-added product with high corrosion resistant properties. Higher levels of Chromium and
additions of other alloy elements (Nickel, Molybdenum, etc.) enhance the corrosion resistance. Compared to
traditional steel, stainless-steel has higher resistance to corrosion, superior aesthetic finish and higher life span.
These features have helped in increasing the popularity of stainless-steel across the world. High recyclability,
resistance to corrosion and low maintenance properties has made stainless steel a preferred metal for application
in diverse sectors railway, metro project, process industries, bridges, nuclear, airport, transportation, and
kitchenware. Based on the content of alloying elements stainless steel is segregated into three: 200 series, 300
series and 400 series. With 55% share, Cr-Ni grade (300-series) account for majority share in overall SS
production.
Three Distinct Series of Stainless Steel & their composition
200 series

300 series

400 series

Manganese

5.5 - 12%

2% maximum

1% maximum

Nickel

1 - 6%

6 - 22%

0.75% maximum

Chromium

10.5 - 20%

15 - 25%

10.5% minimum

Copper

1.5 - 2.5%

None

None

Iron

Balance

Balance

Balance

Production and Consumption Pattern
Global stainless-steel melt shop production grew by 10.6% to 56.3 Mn Tonnes in 2021 compared to ~50.9 Mn
Tonnes in 20201. In 2021, China with over 54% share in global SS production observed moderate 1.6% growth
in 2021 against 2.5% y-o-y increase in the previous year. Talking about India’s position in the global stainlesssteel market, India with average 7% share in global SS steel output (during 2016-20), remained the second largest
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International Stainless-Steel Forum
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stainless-steel producer behind China till 2020. In 2021, the global SS production composition is believed to
have changed as Indonesia, the fourth largest SS producer was expected to replace Japan and India to become
the second largest SS producer globally. Industry Sources suggest, Indonesia with estimated SS output of 4.2
Mn tonnes in 2021 observed nearly 75% annual growth against 5.7% increase in 2020 while India’s SS output
was estimated to be 3.5 Mn Tonnes. With 3.5 Mn tonnes SS output, India’s share in world SS output is estimated
to have gradually reduced from 7.3% in 2016 to 6.2% in 2021.
Globally, Cold rolled flat products is the largest produced stainless-steel product in the world, followed by hot
rolled coils, and steel wire rods & bars. According to International Stainless-Steel Forum, cold rolled flat
products accounts for approximately 47% of total stainless-steel trade in the world. Hot coils, Semis-flat, Semis
Long, Hot Bar/Wire rod, Cold Bar/Wire, Hot Plate & Sheet are another SS intermediary product traded globally.
% Share in Global SS Production

Global Stainless Steel Production Volume
(Mn Tonnes)
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Sources: International Stainless-Steel Forum

Metal products – manufacturing of kitchen utensils and home ware – is the largest end use of stainless-steel,
both globally as well as in India. In India, 12% of the stainless steel is used in construction and infrastructure,
13% in automobiles, railways and transport (ART), 30 % in capital goods and 44% in durables and household
utensils and 1% in others.

Indian Scenario
The Indian stainless-steel sector, the second largest producer ( till 2020) and consumer in the world, has a total
manufacturing capacity of more than 5 Mn tons of stainless steel annually. Since 2011, stainless-steel production
has increased at a CAGR of 7.8% per annum from ~2.16 Mn Tonnes in 2011 to 3.93 Mn Tonnes in 2019. Barring
2020 for pandemic led decline, India’s stainless-steel (SS) production has increased steadily between 2014-21.
In 2020, India stainless steel production observed -19.4% over 2019 owing to Covid-19 pandemic induced
depressed market condition. However, the industry rebounded well in CY 2021 where India’s annual domestic
stainless-steel production was estimated to have reached 3.5 Mn tonnes, registering 10.4% y-o-y growth.
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SS production and consumption observed V shape recovery where volume improved gradually with phase wise
unlocking of the economy on the back of government stimulus and efforts put in place by the industry
stakeholder. Flat products, which include steel slabs, sheets, plates, and coils account for ~75% of total stainlesssteel production in the country.
Despite being one of the largest producers as well as consumer of stainless-steel, the per capita stainless-steel
consumption in India remains low. India’s per capital stainless steel consumption has increased from 1.2 Kg in
2010 to 2.5 Kg in 2019, however its consumption is comparatively lower compared to world average of 6 Kg
per capita, This low consumption pattern is an indication of the inherent opportunities existing in the sector.

Steel Pipes & Tubes
Globally, 10% of the steel produced is estimated to be converted to tubes. Higher demand for oil & gas and
chemical & petrochemical industry – two of the largest consumers of steel pipes and tubes – is driving the
demand across the world. Steel pipes and tubular products are broadly classified in following six type:
1. Standard Pipe: There are three different types of standard metal pipes - welded (ERW Pipe), seamless pipe,
and galvanized pipe.
2. Line Pipe: Used primarily in Oil and Gas Applications. Line pipe includes ERW, FW, SAW and DSAW
Pipe. They are manufactured to API 5L Specification and are available in X42, X50, X60 etc. grades.
3. Oil Country Tubular Goods (OCTG): This includes drill pipes, tubing and casing and are primarily used
in drilling and completion of Oil and Gas wells. OCTG are produced by ERW and Seamless manufacturing.
4. Pressure Tubing: Pressure tubing are produced using seamless manufacturing and are used for industrial
and pressure application.
5. Mechanical tubing: These are used for mechanical and structural application and is produced by ERW and
seamless manufacturing. They conform to ASTM specification.
6. Structural Tubing: These are used for support or retention purpose and are produced by ERW
manufacturing. These are available in round or square and are largely used in construction, for fencing and
other misc. support needs.
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Pipe Manufacturing
The two most common types of pipes are welded pipe and seamless pipe, both of which are
available in carbon steel and stainless steel. They are part of tubular goods, which are
manufactured to different specifications and standards. Pipes are sold by "nominal pipe size" in
sizes from 1/8" to 72".
Welded Pipes: Welded pipe is manufactured using following three process i.e. ERW (Electric Resistance
Welded) pipe, Furnace Weld (FW) also called as Continuous Weld, and Submerged Arc Weld (SAW), also
DSAW. Most common specification for welded carbon steel pipe is A53. Welded SS Pipe is made to
specification ASTM A312 and A358. A312 is the most common specification for SS pipe. Welded stainless pipe
is made from 1/8" to 24" NPS (Nominal Pipe Size).
Seamless pipes: Seamless pipes is manufactured using process that requires no welding. They are made from
steel billets have uniform structure and strength across the entire pipe body because of which it can withstand
high pressure, temperature and stress as compared to welded pipes wherein the strength of the pipe is somewhat
limited to the strength of the weld joint. These are used in applications which require properties of high anti
corrosion and ability to withstand high pressure. Most common specification for seamless carbon steel pipe is
A106B and for seamless stainless-steel pipe is A312. Seamless Stainless-Steel Pipe is made to specification
ASTM A312 and A376. A312 is also the most common spec for seamless SS pipe. Seamless SS pipe is made
from size 1/8 to 14" nominal.
Based on manufacturing process and differentiated by their end-usage, several types of steel pipes & tubes
manufactured are listed below
Pipe Type

Size

Seamless

1/2” –14”

Piercing ingots/
billets of steel at high
temperatures

Spiral HSAW

18” –100”

Spirally Welding HR
Coils

Spiral LSAW

16” –50

Longitudinally
submerged arc welding
of steel plates

1/2 ” –20”

Hot Rolled steel
coils using electrical
resistance welding
process

ERW

Manufacturing
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Key Application
It find wide application in High Pressure
condition Oil & Gas Exploration &
Drilling, Boiler, Automobiles, Process,
Pipelines, Refineries.
Low Pressure Application CrossCountry Line Pipes for Oil & Gas and
Water Transportion
High Pressure Application Cross
Country Line Pipes for Oil & Gas
Transport
Low/Medium Pressure Application,
Application in urban and rural
infrastructure (scaffolding), industrial
application in engineering, automobile
and process industry such as chemical,

food processing, fertilizers, dairy,
amongst other; pharmaceutical, power
plants and water & sewage transport.

Black steel Pipe

Dia : ½" to 20"
Thickness: 1.00 Are Forged and threaded
mm – 12.7 mm

GI
Pipes
15mm
(Glavanised Iron
200mm.
Pipes)

10mm – 300
mm and above

DI Pipes

Coated with Zinc layers.
screwed
&
socketed plain bevelled cut
ends in pipe are used
DI also known as ductile cast
iron is advanced form of cast
iron
that
can
be
manufactured in multiple
grades to achieve high
ductility and tensile strength.
Aus tempered ductile iron
has even better mechanical
properties and resistance to
wear

to Generally

Water, Gas, Air, Steam, Sewage, Water
Wells,
Mechanical,
Hot
water
circulation in Boilers system, General
Engineering purpose.
It is primarily used in the carrying water
in homes and commercial building,
Structural Application, Scaffolding

It finds large application in transporting
water for drinking water application,
sewage treatment and for industrial water
supply.

Source: Industry Sources, D&B (Dun & Bradstreet) Research

LSAW pipes, made from steel plates, are also used in high pressure applications. On the other hand, HSAW and
ERW pipes, made from HR coils, are used in low pressure application areas.
Generally, LSAW, HSAW and seamless pipes are used in the oil and gas industry for exploration and
transportation. Typically, ERW, HSAW and seamless pipes are used in the non – oil segment such as water and
sewage, engineering, process industry, power plants, autos, and metros, among others.
Basis raw material, steel pipes and tubes segment, industry is primarily classified into 

Stainless Steel: Seamless and welded, ERW SS Pipes. Most common stainless material used in pipes
manufacturing is 316 and 304 material grades.



Carbon Steel:
o

Submerged arc welding (SAW): It include LSAW & HSAW

o

Electric welded resistance (ERW): It Include Black pipe, DI Pipes, GI pipe, GP, and Hollow
Section.

o

Seamless

Stainless steel is iron based alloy containing a minimum of 16% chromium and Nickel being another important
alloying element in stainless steel pipe. In many applications, stainless steel welded, and seamless pipes are used
due to good resistance to corrosion, perform at high temperature, clean look, and low maintenance cost. Due to
12

its general corrosive resistant and other attributes, stainless steel is used to manufacture SS High Precision and
Heat Exchanger Tubes, SS Stainless Steel Hydraulic and Instrumentation Tubes. SS seamless pipes and SS
welded and box pipes. These pipes and tubular product find diverse application in chemical plants, oil & gas,
fertilizer, capital engineering good -heat exchangers, pressure vessel, process industry, automotive,
pharmaceutical, paper & pulp, power plant, dairy, and food industries, amongst others.
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Global Stainless-Steel Pipes & Tubes Industry
Globally, the SS pipes and Tube industry was estimated to be valued at nearly USD 32.4 Bn in 2019 contributing
~23% share in global pipe & tube industry. In coming years too, the SS pipe & tube is expected to observe stable
growth of ~4% through 2025 with market size estimated to cross USD 40 Bn.
Global SS Pipes & Tube Industry (USD Bn)
40.8
32.4

CY 2019

CY 2025

Sources: Dun & Bradstreet Desk Research & Estimates

International Trade
By volume, the global imports of stainless-steel pipes and tubes stood at approximately 328 Mn kg in 2021
displaying -22% CAGR for 2016 – 2021. However, discounting the pandemic year of 2020, it has recorded flat
growth from 2016 – 2019.
In value terms, the global imports of stainless-steel pipes and tubes stood at nearly USD 1.8 Bn in 2021
displaying -19% CAGR for 2016 – 2021. However, discounting the pandemic year of 2020, it has grown at 6%
CAGR from 2016 – 2019. In 2021, the US, UK and India were the major importers collectively accounting for
nearly 46% of the global imports of stainless-steel pipes and tubes in value term.
Steel, stainless; cold drawn or cold rolled, tubes and pipes or circular cross section accounted for nearly 50%
share in the total import volume of various stainless-steel pipes and tubes. These include, SS pipes & Tubes
hollow profiles of circular cross section, SS cold drawn or cold rolled, tubes and pipes or circular cross section,
SS seamless casing tubes used for drilling purpose in Oil & Gas industry and SS Seamless pipes & tube for Oil
and gas application.

Demand Scenario
The oil & gas industry is among the major consumer segments for steel pipes and tubes used for transportation
of gas & liquid as well as for upstream, midstream, and downstream processing of crude oil. With global
14

economies gradually recovering from the pandemic impact, the demand for oil & gas is expected to resume
quickly. Spreading Covid-19 cases at the start of 2022 once again shed some uncertainty over the economic
recovery but this time the surge in infection caused muted impact on oil demand. Moreover, mobility indicator
continued to remain strong lending the positive outlook for the Oil demand in 2022. According to the
International Energy Agency (IEA), from 97 Mn barrels per day (BPD) in 2018, the oil demand is expected to
increase by 5.5 mb/d in 2021 and by 3.3 mb/d in 2022 while it is estimated to return to the pre-pandemic level
at around 99.7mb/d in 2022 projected to reach 103 mbd by 2030. However, the current Russia-Ukraine conflict
could change the demand-supply dynamics between various countries in the coming years.
As a result, new pipelines projects are being commissioned, pipelines capacities are being expanded and
increasing offshore activities such as deep and ultra-deep-water production and development are having a
positive impact on the steel pipe segment.
Further, with development of new natural sources such as natural gas and shale gas the pipeline segment is
expected to witness increasing demand. Also, stainless steel seamless pipes may might the development of
innovative technology in directional drilling which requires use of high strength and versatile properties.
Seamless pipes are preferred because welded pipes can leak and corrode thus causing damage to the
encompassed fluid.
Developed nations are taking measures to cut down on carbon emissions. High efficiency generation of seamless
steel pipes are being increasingly being used in industrial boiler applications which include ultra-supercritical
pressure boilers, pressurized fluidized bed boilers and high-efficiency industrial waste incineration boilers
among others primarily to control carbon dioxide emissions. Seamless pips are preferred in such segments owing
to their higher strength, durability, and corrosion resistance properties.
Global stainless-steel pipe manufacturers are also exploring options for producing stainless steel welded pipes
that are custom made for specific industries. For this purpose, manufacturers are using different proportions of
the alloy mix and offer various geometries, which enables them to cater to a wide cross-section of diverse
demands. Also, stainless steel welded pipes are being increasingly used for specialized applications in
biochemistry and medical devices wherein companies are investing in their research and development efforts to
cater to the specialized needs of these end-use industries.
Few industries specific research analysis, highlight that the steel tube market dominates the overall industrial
tubes market where overall global industrial tube market was estimated to be valued at ~USD 478 Bn in 2018
and is further slated to observe decent 5.8% CAGR between 2018-23. Attributed to its metal properties, SS tubes
is expected to witness growing application in global petrochemical, chemical industry, energy & power and
automotive. Stainless steel is widely used in manufacturing of SS pipes, Mechanical Tubes, Heat Exchanger
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Tubes, Structural Tubes, Hydraulic & Instrumentation Tubes and Others (Capillary Tubes, Boiler Tubes,
Precision Tubes).
The pipeline segment is expected to register steady growth within the US, which being a leading producer of oil
& gas accounts for nearly 23% and 17% share in global gas and oil production. According to Global Data’s
report, ‘North America Oil and Gas Projects Outlook to 2025 – Development Stage, Capacity, Capex, and
Contractor Details of All New Build and Expansion Projects’, North America is expected to witness the
operational commencement of 603 projects during 2021-2025. The US dominates the upcoming project
landscape in North America, with nearly 70% share of the total projects which are expected to start operations
by 2025. Out of these, newly announced projects dominate with 83% while the remaining are expansion projects
mainly in the upstream sector. Major upcoming projects in the US, such as the Alaska LNG liquefaction plant
worth USD 43 Bn and Cameron LNG Liquefaction Plant worth USD 33 Bn, are expected to drive the need for
oil & gas equipment including steel pipes & tubes.
Europe, with more than 80% of the oil & gas production taking place offshore, is among the major producers
and consumers of seamless steel pipes owing to the on-going oil & gas exploration activities followed by cyclical
maintenance in the region. However, with the European Union extending the annual tariff quotas on steel product
categories (which includes non-alloy hot and cold rolled sheets, gas pipes, seamless stainless tubes and pipes,
large, welded tubes etc.) for the next three years (starting July 1, 2021), it could lead to a demand – supply
mismatch in the region.
Asia Pacific seamless steel pipes market is expected to show robust growth owing to the increasing demand for
oil and gas, adoption of advanced technologies, rising industrialization and infrastructural growth including
water management, among others. South Korea, China, India, and Japan are some of the key countries
contributing to the high demand for seamless pipes in the Asia Pacific. Being the highest steel producer, China
occupies a large share in the seamless steel pipe production due to easy availability of raw materials which
makes it easy for manufacturers to avail the same at lower costs for their end use as well for import purpose.
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Indian Steel Pipes and Tubes Industry
Since 2000, steel production in the country has seen a phenomenal increase as the sector witnessed high
investments in capacity addition as well as technology up-gradation. In 2018, India surpassed Japan to become
the second largest steel producer in the world, after China. According to World Steel Association (WSA), India
produced 118.13 Mn tons of crude steel in CY 2021 and accounted for 6.1% share in global crude steel
production. In 2021, India’s crude steel production registered a robust y-o-y growth of 18% against 10%
contraction in the previous year while it grew at a CAGR of 4% between 2017-21. On consumption side, India
is also the second largest consumer of finished steel. The emergence of a middle-class consumer segment has
altered the consumption landscape in India, and with it the industrial production. The country’s overall finished
steel consumption in India is estimated to have been growing at 7% per annum since 2016 till 2019 to reach
102.6 Mn Tonnes but in 2020, it dropped by 14% against 6% y-o-y growth in 2019. International statistics
indicates steel pipes & tube segment constitute ~8% share of the total steel consumption. Subdued industrial
activity, and economic uncertainty have dampened the demand scenario, leading to lower consumption.
However, economic recovery in 2021 points towards rising consumption of finished steel, consequently driving
the steel production. During 10M FY 2022, the country’s finished steel production was 21.06% higher than
previous year output and it stood at 93.3 Mn tonnes while its consumption was ~15% higher and stood at 86.83
Mn tonnes.
Presence of such a vast primary steel manufacturing infrastructure has also helped in the growth of secondary
and finished steel products. In pipe & tube segment, India has emerged as one of the major producers of steel
pipes after Europe and China. The country has a well-developed steel manufacturing industry capable of
manufacturing crude steel to value added steel products including pipes & tubes. Availability of raw material,
cheap labor, and ability to produce steel as low cost have supported India’s progress in steel pipe and tube
industry. As per industry sources, the country’s current manufacturing capacity of steel pipes and tubes stand at
around 21.5 Mn tonnes which is further split into welded, seamless, and casted pipes with respective capacity of
16.3 Mn Tonnes, 1.5 Mn Tonnes and 3.7 Mn Tonnes. Within welded pipes segment, ERW capacity is estimated
at 9.5 Mn tonnes and SAW pipes at 6.80 Mn Tonnes.
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Domestic Production & Consumption Growth Trend
Steel Pipe & Tube Consumption in India (Mn
Tonnes)
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Annual production of steel tubes & pipes in India is estimated to reach 6.22 Mn Tonnes in FY 2022 while
apparent consumption2 is estimated at 5.55 Mn Tonnes, but it continued to remain lower compared to the prepandemic level (FY 2020). Rising output is backed by resuming demand recovery in the major end user industry
demand. The country’s 10M FY 2022 steel pipes & tubes output was up by 8% while its consumption was up
by 4% on y-o-y basis to reach 5.18 Mn Tonnes and 4.63 Mn Tonnes, respectively. In the previous year, both
the output and consumption of steel pipes & tubes in India observed decline on the back of spread of covid-19
pandemic. Excluding FY 2021, the production and consumption of steel pipes& tubes in India has steadily
grown at a CAGR of 5.8% and 7.4%, respectively. Incremental demand originating from infrastructure, water
transportation mainly driven by Jal Jeevan Mission, construction, oil exploration, industrial application, and
expansion of gas pipelines such as city gas distribution and national gas grid, amongst others has supported the
growth of Indian pipes & tubes industry.
Domestic Industry Size
Due to diversified application in several industries, steel pipes and tubes industry is one of the important
segments of the Indian Steel sector. However, it accounts for just ~8% share in the overall steel consumption
basket which translate into consumption ranging from nearly 6.7Mn tonnes to 8 Mn in the past five years while
few industry experts also suggest actual usage of steel pipes & tubes in India at about 12-13 Mn tonnes. In value
terms, the size of the Indian steel pipes & tube industry is estimated at nearly INR 550-600 Bn. With nearly 10

Apparent Demand is derived demand from Production + Import – Exports, a proxy indicator to represent the consumption trend of a
product.
2
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Kg per capita consumption (PCC), steel pipes & tubes consumption in India is less than half of the global average
(21-22Kg PCC ) and about one fifth of the Chinese (55-60Kg PCC) which indicates huge opportunity for
growing penetration of steel pipes & tubes in the Indian market.
Market Segmentation
In terms of market segmentation, steel pipes &
Indicative Market Segmentation of Indian Pipes &
Tubes Industry

tube industry is equally split between ERW and
SAW & Seamless pipes (S&S pipes) while by
volume the ratio stands at 70:30, respectively.
ERW pipes find prominence because of their

SAW &
Seamless
Pipes , 30%

diverse applications as well as implementation of
advanced technology such as the Direct Forming

ERW, 70%

Technology (DFT) which allows for customized
sizes and cost savings on raw material.

Sources: Dun & Bradstreet Secondary Research

Basis raw material segmentation, the domestic demand for Stainless steel pipes & tubes is currently estimated
at nearly 1.1 Mn Tonnes in 2021.

Export and Import of SS Pipes & Tubes
India’s continued to remain a net importer of SS pipes and tubes during the year FY 2016-21 where import value
observed uneven growth in response to domestic demand scenario. Consequently, SS pipes & tubes import value
decline at 1% CAGR during FY2016-21 to settle at INR 14.6 Bn in FY 2021 while import volume declined at
8% CAGR to settle 55.5 thousand tonnes in FY 2021. During 10M FY 2022, India continued to remain a net
importer by volume but by value it emerged as net exporter which depicts the influence of mild appreciation in
rupee value that translated in lower import bills.
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India's Foreign Trade in SS Pipes & Tubes, By Value (INR Bn)
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Annually, import observed decline for the two consecutive years in FY 2020 and FY 2021 where it declined by
14% and 39% in value terms and by 20% and 45% in volume terms, respectively. Contraction in industrial
growth in India, leading to lower demand for SS pipes and tubes could be the major reason behind this drop-in
import. It will be noteworthy to highlight that decline in volume was sharper than value which implies higher
landed cost amidst depreciating rupee value. Falling imports in FY 2020 can be attributed to widespread
moderation in economic activity while in FY 2021 it was largely due to Covid-19 pandemic induced market
sentiments which impacted domestic consumption. During 10M FY 2022, India’s SS pipes & tubes import
observed 16% y-o-y growth in value terms and 9.7% increase by volume which point out revival in domestic
end user industries in the last financial year.
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On export side, India’s export of SS pipe and tubes observed a steady growth between FY 2016-19 and decline
in the subsequent two years. Moderating global economic growth in the last two years has adversely impacted
India’s export of SS pipes & Tubes during the period FY 2020-21. By value, India’s export grew at 13% CAGR
during FY 2016-21 to reach INR 12.3 Bn while annually export earnings fell by 26% in FY 2020 and 74% in
FY 2021. By volume, export volume of SS pipes and tubes grew at CAGR of 10% during the last six years while
it observed decline in the last two year. Annual exports were down by 26% in FY 2020 and by 65% in FY 2021.
During 10M FY 2022, India’s export of SS pipes & Tubes registered ~45% y-o-y growth both in terms of value
and volume which grew to INR 13.8 Bn and 33.6 thousand tonnes. Increase in India’s export suggests
improvement in global demand scenario in 2021 as the economy gradually evolved from the pandemic induced
slowdown in 2020.

Major Trading Partners
China is the largest exporter of SS pipes and tubes to India and accounted for 54% of total imports in FY 2021.
The cost advantage enjoyed by Chinese manufacturers, who operate a lower cost compared to Indian
manufacturers, has helped in this high penetration of Chinese imports in Indian SS steel pipes & tube imports.
However, with the cancellation of the export rebates3 on several steel products including ERW and seamless
steel pipes as announced by the Chinese government on April 28th, 2021 w.e.f. 1st May 2021 is expected to
benefit domestic pipes and tube manufacturer. The cancellation of export tax rebates would encourage Chinese
steel manufacturers to turn to the domestic market and would reduce domestic production of various steel
products for export. Vietnam and South Korea were other major exports of SS pipes & tubes to India and
accounting for 15% and 6% of total imports in FY 2021.

On April 28, 2021, China’s Ministry of Finance (MoF) and the State Administration of Taxation (SAT) announced to cancel VAT
rebates on the exports of certain steel products starting May 1, 2021. A list of 146 steel products subject to the cancellation of export tax
rebates on pig iron, seamless and ERW pipes (all sizes), hollow sections, wire rods, rebar, PPGI/PPGL coils and sheets, CRS, HRC, HRS
and plates in carbon, alloy/SS, SS/alloy bars and rods, round/square bars/wires, structural and flat products, steel sheet piles, railway
materials, and articles of cast iron. Earlier, 13% VAT rebates on 1,084 products were made available by MoF and SAT in a notice dated
March 17, 2020 to relax financial burdens faced by exporters due to the breakout of COVID-19 which will be no longer available to 146
steel products starting on 1.05.2021. The policy covers almost all steel products, except cold-rolled coil, hot-dipped galvanized coil and
aluminum-zinc coated coil.
On July 29th 2021, China’s MoF and Tariff Commission further announced cancellation of export rebate for flat steel products classified
under Harmonized System codes 7209, 7210, 7225, 7226, 7302 and 7304, including CRC, HDG, galvalume and other coated steel sheet,
tinplate and different kind of electrical steel and seamless steel pipes with effect from August 1 st 2021. The cancellation of 13% export
rebate has translated into rising expense for Chinese CRC and HDG seller by nearly USD 120-130 per tonnes.
3
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India's Top 5 Import Source for SS Pipes, By
Value FY 2021

India's Top 5 Export Destinaton for SS Pipes &
Tubes, By value, FY 2021
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India’s export of SS pipes & tubes is quite diversified where Indian manufactured products are supplied to more
than 130 countries spread across the world. In FY 2021, Italy followed by Spain, France, USA, and Netherland
remained India’s top five market for SS pipes and tubes. Together, these top 5 countries accounted for 52% share
in India’s total export earnings generated against SS pipes & Tubes.
YTD FY 2022 Trading Partners
India's top 5 Export Destination for SS pipes,
By Value, 10M FY2022

India's top 5 Import Sources for SS pipes,
By Value, 10M FY2022
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During 10 M FY 2022, even with the cancellation of the export rebates, India’s import of SS pipes & tubes
strengthened by nearly 10% with China’s share in India’s import inching up to near 69 % in comparison to 54%
in FY 2021. This increase in China’s share in India total SS pipes & tubes import is attributed to temporary
revoking (uptill 30th September 2021) of CVD on imports of certain hot rolled and cold rolled stainless steel
flat products originating or exported from China announced in the Union Budget 2021-22. Moreover, the budget
also announced the revocation of the provisional CVD on import of flat products of stainless steel, originating
22

or exported from Indonesia. Revoking of CVD from China & Indonesia has flooded the Indian market with
Cheaper Chinese manufactured SS product in India market.
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Regulatory Landscape
Iron and steel industry play a strategic position in the overall infrastructure industry. Therefore, the government
has been taking sustained initiative on yearly basis towards the development of the industry. The Government
has de-licensed the manufacturing of steel pipes and tubes, and caps on foreign investment has been removed.
This move, as part of the larger industrial sector reforms which was implemented in 1991 and subsequent years,
have helped in improving the technology level in the industry, apart from attracting capital. Further trade
restrictions (primarily international trade) was also lifted as India became a signatory to global trade pacts.
Currently, 100% FDI under automatic route is allowed in the steel sector.
Major Policies in Steel & Steel Pipes& Tube Sector
National Steel Policy 2017:
This policy was initiated with the intention to create a globally competitive steel industry in India. It is an updated
version of National Steel Policy 2005. The achievement targets outlined under National Steel Policy 2017 is
likely to have a favorable impact on supply side dynamics and strengthen the indigenous manufacturing
capabilities. Key policy objectives include


Increase the per capita steel consumption from current 63 kg to 158 kg by FY 2031.



Reduce the dependency on imports of coking coal from 85% to 65% by FY 2031.



Domestically meet the demand for high grade automotive steel, electrical steel, special steel etc. by FY
2031.



Attain global standards in Industrial safety, reduce the carbon footprint and have energy efficient steel
production.

Strengthening the raw material supply chain. To reduce dependency on steel imports, in Dec 2020, the
Ministry of Steel, Government of India, signed a Memorandum of Cooperation (MoC) with the Ministry of
Economy, Trade and Industry, Government of Japan, to boost the steel sector through joint activities under the
framework of India - Japan Steel Dialogue. On 14th October 2021, the Ministry of Steel also signed MoU with
the Russian Federation for cooperation in the field of coking coal, used for steel making. This initiative is
expected to strengthen the steel sector in terms of, capacity building, energy efficiency, trade and investment
etc. which bodes well for the stainless-steel pipe industry as well.
Stainless steel pipes notified under Steel Quality Control Order: To ensure the availability of quality steel
to the industry, the Ministry of Steel introduced the ‘Steel Quality Control Order’ banning sub-standard/
defective steel products both from domestic players & imports. As per the Order, it is ensured that only quality
steel conforming to the relevant BIS standards is made available to the end users in the country. As on Dec 2020,
145 Indian Standards have been notified under the ‘Quality Control Order’ which covers carbon steel, alloy steel
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and stainless steel. In addition, goods & articles made up of steel such as stainless-steel pipes & tubes,
laminations/ cores of transformers, products of tin plate & tin free steel etc. have also been notified to prevent
circumvention of the ‘Steel Quality Control Order’. During the year 2020, 78 additional Indian Standards have
been notified under the ‘Quality Control Order’. The order excludes product meant for export as Indian
manufacturers making product for export purpose are required to comply with the destination market standard.
Anti-Dumping Duty
Removal of trade restrictions led to the inflow of cheaper imports from China, Vietnam, and South Korea,
causing considerable injury to domestic manufacturers. To protect the domestic steel pipes and tubes industry
from imports, the Government in 2016 imposed provisional anti-dumping duty on import of seamless tubes,
pipes, and hollow profiles of iron, alloy or non-alloy steel. After further investigations, the revenue department
converted it into a definitive anti-dumping duty. This duty is effective for a period of five years, starting from
May 2016. The levy imposed as part of the anti-dumping duty is in the range of USD 961.33 and USD 1,610.67.
High custom duties and an anti-dumping policy specially to curb cheap imports from China have so far kept
imports under check.
Extension of anti-dumping duty on seamless tubes and pipes: The anti-dumping duty on seamless tubes,
pipes and hollow profiles of iron, alloy, or non-alloy steel (other than cast iron and stainless steel), whether hot
finished or cold drawn or cold rolled of an external diameter not exceeding 355.6 mm, which was first imposed
in May 2016 for five years to encourage domestic manufacturing has been extended till 31st Oct 2021.
Domestically manufactured iron and steel products policy (DMISP)
On 8th May 2017, the Government released a DMISP policy to prefer the domestically manufactured iron & steel
products in Government procurement. To align with the Government “Atmanirbhar Bharat” scheme, Ministry
of Steel notified amendments / additions to the DMISP Policy in Dec 2020 which was last revised, 2019. The
amended policy further broadens the scope of the policy to promote domestic manufacturing in the steel sector.
Domestic steel has been defined as one which has been manufactured in India with value addition ranging from
15-50%. So far (till end of 22nd March 2022), the Policy has led to import substitution of more than INR 224 Bn
worth of steel which indicates increasing usage of domestic steel in government procurement thereby
contributing in creating more job opportunities and strengthening the overall economy.
With respect to SS pipes & tubes, this policy has the potential to increase the procurement of domestically
manufactured Flexible Flow Solutions made with Stainless Steel Corrugation by PSUs in manufacturing sector,
particularly Oil & Gas sector where PSU presence is significant. This creates a direct opportunity for established
large players in this industry.
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Union Budget 2021-22 Announcement & Steel
The Government in latest budget revoked Anti-Dumping Duty (ADD) and Counter Veiling Duty (CVD) on
certain steel products and announced custom duty reduction uniformly at 7.5% on semis, flat, and long products
of non-alloy, alloy, and stainless steels. This is likely to provide some comfort to SME (Small and Medium
Enterprise) and other user industries who have been hit hard with a sharp rise in iron and steel prices in FY
2021. Moreover, budget estimates for MSMEs have been increased to INR157 Bn in FY 2022 from INR 56.64
Bn in FY 2021 are likely to support small manufacturing units.
Duty Reduction Structure


Custom Duty reduction on Flat products of non-alloy and alloy-steel from 10%-12.5% to 7.5%.



Custom Duty reduction on Primary/Semi-finished products of nonalloy steel from 10% to 7.5%.



Custom Duty reduction on Long products of non-alloy, stainless and alloy steel from 10% to 7.5%.

ADD is being temporarily revoked for the period commencing from 2.2.2021 till 30.09.2021, on imports of


Flat rolled product of steel, plated, or coated with alloy of Aluminum or Zinc, originating in or exported
from People’s Republic of China, Vietnam, and Korea RP, imposed vide notification No. 16/2020-Cus
(ADD) dated 23.06.2020.



Straight Length Bars and Rods of alloy-steel, originating in or exported from People’s Republic of
China, imposed vide notification No. 54/2018-Cus (ADD) dated 18.10.2018;



In Sunset Review, anti-dumping duty on Cold-Rolled Flat Products of Stainless Steel of width 600 mm
to 1250 mm and above 1250 mm of non bonafide usage originating in or exported from People’s
Republic of China, Korea RP, European Union, South Africa, Taiwan, Thailand, and United States of
America has been discontinued upon expiry of the anti-dumping duty hitherto leviable vide notifications
no. 61/2015- Customs (ADD) dated 11th December, 2015 and 52/2017-Customs (ADD) dated 24th
October, 2017.

CVD is being temporarily revoked for the period commencing from 2.2.2021 till 30.09.2021, on imports of


Certain Hot Rolled and Cold Rolled Stainless Steel Flat Products, originating in or exported from
People’s Republic of China, imposed vide notification No. 1/2017-Cus (CVD) dated 7.09.2017.



Flat Products of Stainless Steel, originating in or exported from Indonesia, imposed vide notification
No. 2/2020-Customs (CVD) dated 9.10.2020.
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Union Budget 2022-23 Announcement & Steel
 NIL Basic Custom Duty (BCD) on scrap of iron or steel including stainless steel that is applicable up to March
31, 2022 is being extended up to March 31, 2023. Continuation of NIL BCD on scrap imports is positive for
sector.
 Tariff rate of scrap of iron or steel is reduced to 2.5% from 5%. Therefore, once the exemption from duty on
these scraps expire, the BCD rate shall operate through tariff.
 Rescinds anti-dumping or countervailing duty on following products of steel are revoked with effect from
February 1, 2022:
 Straight length Bars and Rod of alloy Steel from China PR,
 High Speed Steel of Non-Cobalt Grade from China PR, Brazil, Germany.
 Flat rolled products of steel (Al or Zinc coated) from China PR, Vietnam, and Korea RP.
 Hot rolled and cold rolled stainless steel flat products (from China PR).
Major Announcement in Infrastructure sector
 58% increase in capital expenditure for Roads and Bridges to INR1. 80 tn in FY23 (BE).
 17% increase in capital expenditure for Indian Railways – Commercial Lines to INR1.37 tn in FY23 (BE).
 INR 480 bn is allocated for completing 8 mn houses for beneficiaries of PM Awas Yojana.
 National Ropeways Development Programme (Parvatmala) in difficult hilly areas and congested urban areas
to improve connectivity and convenience where conventional mass transit system is not feasible. Contracts for
8 ropeway projects for a length of 60 km will be awarded in 2022-23.
Significantly higher capital expenditure planned towards sectors with higher metals consumption intensity such
as Railway, Road and Bridges, Water infrastructure and Affordable Housing is positive as this will support
demand for metal. However, Removal of anti-dumping duty on certain imports from specific countries with
effect from February 1, 2022 and higher commodity price cycles put a dent in otherwise positive announcements.
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Demand Drivers
Stainless steel pipes and tubes are one of the important products in the steel industry and it find wide application
in oil & gas, capital goods, power and several other. In the industrial sector, it is used in the manufacturer of the
heat exchanger, condensers, and similar industrial equipment that are used in chemical plants, fertilizer plants,
pharmaceuticals, sugar, dairy & dairy products, water desalination and automotive industry amongst other.
Additionally, steel pipes & tubes also find application in construction. Oil & gas and chemical & petrochemical
industry – are the two largest consumers of steel pipes and tubes – is driving the demand across the world. Thus,
demand for steel pipes & tubes is linked to the demand scenario and capex plans prevalent in its end-user
industries.
Demand from Oil & Gas Sector
Oil & Gas sector is one of the largest end user industries for steel pipes and tubes including SS pipes and tubes
with pipelines being the major mode of transport for petroleum, oil, and lubricants. Therefore, oil & gas industry
has a close linkage that dictate steel pipes and tube demand in the country. Stainless steel offer good resistance
to high-pressure and high-temperature and so is widely used in refineries, pipelines, storage capacity, gas
terminals, and retail outlets. Talking about oil & gas industry, India is currently the 3 rd largest energy and oil
consumer in the world after China and US. The Indian Oil & Gas (O&G) industry is distinguished in the global
context as it contributes to 4.6% of the global oil demand with consumption of 4.8 barrel per day in 2021. As
per IEA recent published report (under stated policy scenario), India’s oil consumption is projected to rise by
50% by 2030 comparison to global demand growing by 7%. India’s oil consumption is expected to grow by 4.8
million barrels per day (mbd) in 2019 to 7.2 mbd in 2030 and 9.2 mbd in 2050. India will continue to remain the
third largest consumer of oil in 2030. For Natural gas, the country’s consumption projected to double to 133
billion cubic meters in 2030 from 64 BCM in 2019 as against a 12% rise in global gas demand. Currently, India
is also the 4th largest refining capacity globally after US, China, Russia, having total refining capacity of 249.87
Mn Metric Tonnes per annum (MMTPA) as on year ending on 1.04.2021 while per day refining capacity stood
at 5 Mn barrel. As per IOC, a leading Indian Refiner, the country needs to add 2 Mn barrel per day by 2030 to
support the country’s economic expansion.
On production side, with proven reserves of 4.5 Bn barrels, and 1.3 Tn cubic meters, India accounted for mere
0.3% and 0.7% respectively, in the list of countries with proven crude oil and natural gas reserves in 2018.
Moreover, the domestic crude oil production in the country has remained sluggish and has witnessed a falling
trend since FY 2012. Falling domestic production is attributed to the natural ageing of oil fields. Therefore, India
continues to remain and import dependent country, meeting ~85% of its oil demand and 49.1% of its gas demand
through imports (Apr-Feb 2022).
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32.20
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12.14%
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44.82
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13.34%

April-Feb 2021*

44.55

178.2

27.9

206.1
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15.90%

April-Feb 2022 *

75.78

193.5

27.2

220.7

85.4%
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Sources: Ministry Snapshot of India's Oil & Gas data
*Cumulative Monthly data from Petroleum Planning & Analysis Cell: Snapshot of India's Oil & Gas data, February 2022

India’s crude oil import volume observed 8.9% increase during 11M FY 2022 while crude oil import bill surged
sharply by USD 105.9 Bn amidst rising oil prices in global market, registering y-o-y growth of 96.8%. Such
high import dependency renders the country’s economy vulnerable to international crude oil market dynamics.
Consequently, to insulate the domestic economy from external shocks and conserve forex reserves, the
government is working towards increasing domestic E&P (Exploration & Production), to reduce import
gradually. The government envisages to cut India's oil import dependence by 50% by 2030.
Capital Expenditure Scenario in Indian Oil & Gas Sector
Being one of the largest end user industry of steel, capital investment trend in oil & gas industry has a great
bearing on steel pipes & tubes demand. Typically, around 10% of the capex in the oil & gas and petrochemical
industry is on towards steel pipes.
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Investment Trend in Oil & Gas
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Historically, the investments in the sector were constrained due to number of factors such as regulatory
constraints, lack of timely clearances from government agencies, inadequate investment-linked incentives,
ambiguity on under recovery sharing pattern and relatively low pricing of gas. Moreover, the onset of Covid-19
pandemic and the resultant lockdown by the Indian Government has severely hit petroleum product demand as
economic activity and public movement came to a near standstill for over two months (24th Mar-25th May
2020). During lockdown, the demand for transporting fuel has shrunk considerably as countries have sealed
borders, grounded planes, and restricted movement. India’s overall petroleum product consumption fell sharply
by 9% in FY 2021 to reach 194.6 Mn Metric Tonnes which is believed to have impacted cashflows of oil & gas
companies. In the wake of falling revenue, companies are going slow on the investment plans which is clearly
visible from the declining new project announcement between FY 2019-21. However, the value of new project
announced during 9M FY 2022 indicated some improvement on the back economy growth picking up from the
Covid induced historic decline. As per PPAC provisional estimates, the consolidated capex of PSU oil
companies in India stood at INR 1,066.4 Bn while in April- Dec 2021, Indian Oil PSU spent INR 893.04 Bn
against INR 1,046 Bn investment target.
Acknowledging the importance of oil and gas segment as a vital sector and directly contributing to energy
security of the country, the government remain committed towards strengthening the oil & gas industry. It has
gradually moved towards investor friendly and liberalized policies and reforms in the sector. GOI’s recent
initiatives to boost demand in domestic E&P sectors includes 100% FDI in E&P Projects, NELP & CBM Policies
and Freight Subsidy Scheme. While substantial investment worth USD 36.53 Bn is planned in Oil & Gas sector
under the National Infrastructure Pipeline (NIP) for the next five years.
Growth Scenario in Natural Gas Infrastructure Development
ERW pipes are finding increasing application in city gas distribution network which is one of the fastest growing
end-user segments of natural gas infrastructure. In India, CGD sales were dominated by the CNG (Compressed
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Natural Gas) segment, owing to stringent environmental regulations and rapidly growing penetration of CNG
fitted vehicles in India. It is predominantly used as auto-fuel and is CNG is economical and eco-friendly than
conventional liquid auto fuels.
Another area which find its application is Piped Natural Gas (PNG). PNG is used in domestic, commercial, and
Industrial segments. Natural Gas termed as PNG when it is supplied through an integrated network of Steel and
PE (Poly ethylene) pipeline to end consumers. A phased wise development of CGD networks in different
identified cities of the country including the cities approved under SMART Cities program is proposed by a
PNGRB, depending on the natural gas pipeline connectivity/natural gas availability

Natural Gas Pipelines:
Spread of Pipeline Network in India (KM), Capacity in MMSCMD & Percentage Share for Different
Transporters
Length in Kms as on 30.9.2021

Capacity in MMSCMD, as on 30.9.2021

Others , 6%
GIGL , 2%

Others , 5%
IOCL, 6%

PIL, 8%

GSPL, 13%
GSPL, 14%

GAIL, 51%
GAIL, 70%

PIL, 25%

Sources: Ministry of Petroleum & Statistic

As on 30.9.2021, the Country had about 19,285 Km long Natural Gas pipeline network in operation of which
5,515kms of length was partially operational. The total capacity of completely operational pipeline stood at
337.3 MMSCMD. GAIL, GSPL, and PIL are major developer for Gas pipeline infrastructure in India with
GAIL accounting for majority share of 70% in existing pipeline infrastructure. Another 14,225 Km long gas
pipeline is under construction phase. This gas grid will help to increase availability of natural gas in various
parts of the country.
Increasing penetration of PNG in household, commercial and industrial sector is also pushing the growth of the
natural gas consumption in India.
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PNG Connection in India in Units (As on)
30.09.2015 31.03.2017 30.09.2017 01.04.2018 01.04.2019
29,98,734
35,85,646
38,70,759
42,65,284
50,43,188
21,925
21,996
7,079
26,131
28,046
6,044
6,670
25,180
7,601
8,823
30,26,703
36,14,312 3903017.7
42,99,016
50,80,057
Sources: Petroleum Planning & Analysis Cell
As on 30.9.2021, India has a network of 3,878 CNG station spread across the country.
Segment
Domestic Connection
Commercial connection
Industrial connection
Total

31.01.2022
88,98,132
34,316
13,016
8,945,464

Expansion in City Gas Distribution Network:


Government is planning to invest INR 700 Bn (USD 9.97 Bn) to expand the gas pipeline network across
the country. The Government has fixed an ambitious target of increasing the share of natural gas in the
country’s energy basket from 6% in 2019 to 15% by 2030. To attain this, it envisaged National Gas
Grid project which involves connecting locations/hubs with pipelines to carry natural gas till the retail
outlets. The government laid down plans for the expansion of National Gas Grid from 16,905 km (as on
1 May 2020) to 30,000 Kms by 2025, an addition of nearly 17,000 Kms



In Union Budget 2021-2022, the government announced to bring 100 more districts under the City Gas
Distribution network in next 3 years and expand City Gas Distribution coverage from 20% to 70% of
India’s population. It also plans for starting of a gas pipeline project in Jammu & Kashmir and to set up
about 10,000 CNG station.



In Union Budget 2022-23, the total budgetary allocation to the Ministry of Petroleum and Natural Gas
INR 89.39 bn for FY23 (BE) from Inr 88.46 bn for FY22 (RE).

Backed by booming PNG and CNG segments, the country's CGD network is anticipated to which is expected to
support ERW in coming times.
Expansion in Refining Capacity:


The government has plan to expand refining capacity from 249.87 MMTPA in 31.3.2020 to 304.3
MTPA by 2025 and 450 MMTPA by 2030.



As per Invest India, investments worth approximately USD 118 Bn by 2024 is planned in the sector
where USD 58 Bn will be invested in E&P by 2023 and USD 60 Bn will be invested in natural gas
infrastructure by 2024. Meanwhile, about 5,000 new factories of compressed biogas will be set up with
each unit costing at around INR 300-400 Mn.

Such quantum of investments and expansion plans in the oil & gas segment is expected to Steel pipes and tube
demand including SS pipes and tube demand buoyant in the country.
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Demand from Pharmaceutical Sector
Indian pharmaceutical industry is ranked as the third largest in the world, in terms of volumes of drugs
manufactured and thirteenth largest, in terms of value. The Country is also the world’s largest supplier of costeffective generic drugs, and accounts for one fifth of the global trade in generic drugs. India has achieved an
enviable position in global generic drug market on the back of its strength in organic chemical synthesis and
process engineering. Indian pharmaceutical industry, which followed process patent structure for close to 30
years -till the amendment of Patent Act in 2005- was favorable for generic drug manufacturers. The process
patent structure allowed industry to launch low-cost alternatives to innovator drugs if the manufacturing process
was different. India with its technically skilled labor force was able to reverse engineer patented drugs, and hence
became one of the largest and most developed generic drug markets in the world. The strong generic drug
manufacturing infrastructure developed during the process patent regime helped India to become the leading
exporter of generic drugs. Additionally, heavy investments in the manufacturing infrastructure which includes
the highest number of US FDA (Food & Drug Administration) (Food and Drug Administration) certified
facilities (outside the US), also ensured Indian drug manufacturers to meet the quality standards mandated by
regulated drug markets like the US and EU (European Union). Today, India accounts for nearly 60% of the
global vaccine production. This includes nearly 70% of WHO (World Health Organization) demand for vaccines
to combat Diphtheria, Tetanus, Pertussis and BCG vaccine as well as nearly 90% of measles vaccine demand.
Nearly 80% of the antiretrovirals drugs used to combat AIDS (Acquired Immune Deficiency Syndrome) used
globally is supplied by Indian pharmaceutical companies.
The change in pharmaceutical patent regime have resulted in increased focus on Research & Development
initiatives. Today, in the field of innovator drugs as well as biologics, Indian pharmaceutical industry is
considered a leader among developing economies.
Accordingly, annual revenue turnover in Indian pharmaceutical industry is estimated to be INR 3,637 Bn in FY
2022, with revenue turnover increasing by a compounded growth rate of 11% during the last five years (FY
2017-22). Led by covid therapy drugs & related products (drugs like remdesivir as well as vitamin / mineral
supplements) the sales of pharmaceutical drugs strengthened in FY 2021 and this trend has continued in the
succeeding year too. Strong domestic demand – in the wake of spread of the pandemic – has been a key highlight
of the industry growth in the past couple of years. Higher domestic consumption together with an increase in
product prices has helped the industry in posting strong growth in the last couple of years. Higher price of raw
materials (API / KSMs / DIs) forced pharmaceutical companies to hike product prices, after a favorable decision
was given by the pricing regulatory body
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Source: Department of Pharmaceuticals, Government of India, Dun & Bradstreet Research

The stable growth in the industry could be attributed to a mix of robust export demand and emerging domestic
demand. Export revenues contribute to nearly 50% of industry revenue, as India emerged as the undisputed
leader in generic drug exports.
The domestic industry, which has been lagging export component, is witnessing strong demand. A combination
of increasing health awareness, higher spending on healthcare, and improvement in medical infrastructure has
all contributed to the strong domestic demand.
The global dominance of Indian pharmaceutical industry, primarily in generic formulation space is set to
continue in the foreseeable future. The patent cliff which lifted the patent protection of numerous blockbuster
drugs has been a major enabler in the growth of formulations. Indian firms have been able to capitalize on the
patent cliff by the timely launch of generic versions in the US market. Although the recent spike in US FDA
adverse comments on the manufacturing facilities of leading Indian pharmaceutical companies has impacted
exports, the correction action by companies concerned would reverse the impact.
As the acceptance of generic drugs increases in the developed markets, particularly the US, India’s position in
the global generic market will continue to rise. The move in the US market towards an affordable healthcare
framework, aided by supportive Government policies, will augur well for Indian companies already present in
the US market. Exports, which has been the mainstay of Indian pharmaceutical space, would be instrumental in
driving the future growth.
On the domestic front, the favorable demand created by increasing older population, and rise in incidences of
lifestyle diseases would continue to facilitate domestic revenue growth. However, the lifestyle disease segment
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is largely addressed by patented drugs by innovator pharmaceutical companies, who are primarily multinational
players. The presence of Indian generic pharmaceutical companies in this segment is low.
On the back of the above favorable factors, the compounded annual growth rate in the pharmaceutical industry
is expected to be higher than the growth rate recorded in the last decade. During the time FY 2021-30, the annual
turnover in Indian pharmaceutical industry is expected to grow by a CAGR of 10%, to reach INR 7,840 Billion.
Indian Pharmaceutical Sector: Expected Revenue Turnover
(in INR Bn)
10,000
7,840

8,000
6,000

4,000

3,637

3,306

2,000
FY 2021E

FY 2022E
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Dun & Bradstreet Estimate

Capex Scenario in Pharmaceutical
Covid-19 Pandemic have had a significant impact on the domestic pharmaceutical industry. The presence of
developed pharma industry remained critical in dealing with Covid-19 pandemic. Understanding the importance
of having strong manufacturing base to ensure smooth supply, new investment saw sharp surge during FY 2021
which is believed to have supported the overall demand for SS pipes and tubes in times when demand scenario
from other sectors turned adverse. In FY 2021, investment worth INR 321.2 Bn spread across 649 projects were
announced.
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Investment Trend in Drugs & Pharmaceutical Industry
New Investment (INR Bn)

Outstanding Projects* (INR Bn)
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Cumulative new investment for 9M FY 2022 indicates new investment for entire fiscal (FY 2022) is expected
to see moderation in comparison to the volume and value announced during FY 2021. However, the outstanding
capex in pharmaceutical sector continued to remain strong at INR 1,757 Bn spread across 1,183 projects which
support positive outlook for various building material consumed by the sector including SS pipes & tubes.
Demand from Chemical & Petrochemical Industry
Chemical industry forms an integral part of economy, contributing to 13.32% of gross manufacturing value add
and 12.9% of annual export revenue (FY 2021). In terms of annual market turnover, Indian chemical &
petrochemical industry is ranked 6th in the world. In terms of annual production, the domestic chemical industry
is ranked 3rd globally.

36

Production of Major basic Chemical & Petrochemical (Mn Tons)
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The highly diversified Indian chemical industry covers nearly 80,000 commercial products and is broadly
classified into bulk chemicals, specialty chemicals, agrochemicals, petrochemicals, polymers, and fertilizers.
Indian chemical industry is capable of manufacturing chemicals of varying complexity, from basic bulk chemical
to specialty chemicals like dyes, surfactants, and construction chemicals. Annual production of basic chemicals
– organic, inorganic, alkali chemicals, dyes & pigments, and pesticides – is estimated to be 11.2 Mn Tonnes in
FY 2021. Alkali chemicals – consisting of soda ash, caustic soda, and liquid chlorine – accounted for 70% of
production volume in FY 2021, followed by inorganic chemicals, and organic chemicals.
On the other hand, annual production of major basic petrochemicals is estimated to 17.9 Mn Tonnes in FY 2021
while the total production of basic major chemicals and basic major petrochemicals reached 29.2 Mn Tonnes.
Production volume in both basic major chemical and petrochemical declined by nearly 6% in both the segment
in line with overall moderation in end user industry due to depressed market condition. But the cumulative
monthly production volume during first 9 month in FY2022, registered 14% y-o-y growth in line with resuming
demand scenario. Prior to FY 2021, the production of basic chemicals increased by a CAGR of 4.8% while basic
petrochemical production increased by a CAGR of 6.3% during the period and at aggregate level it grew by
5.7% CAGR during FY 2016-20.
Chemical manufacturing in India is open to private sector participation, and up to 100% Foreign Direct
Investment (FDI), under the automatic route, is allowed, except in the case of certain hazardous chemicals. Apart
from few hazardous chemicals, chemical manufacturing does not require any specific licenses. The lifting of
license requirements, as part of economic reforms implemented in 1991, has played a pivotal role in the increase
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in private sector participation in this sector. In value terms, the size of industry is currently estimated at USD
178 in 2019 which is slate to grow to USD 300Bn by 2025, growing annually by 9% per annum.
Capital Expenditure Scenario in Chemical Industry
Investment Trend in Chemical Industry
New Investment (INR Bn)
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To cater the growing industries demand, substantial investments are planned in chemical and petrochemical
sector. As per CMIE data, about 375 new projects were announced in the chemical sector, however value wise,
overall investment higher than annual cumulative investment value announced in FY 2021. This implies larger
value per project during YTD FY 2022.
Capital Engineering Goods-Heat Exchangers and Process Industry
Heat transfer equipment is an integral part of the process industry – an industry where the production process is
either continuous or occurs in batches where each batch is indistinguishable from other. By this definition,
process industry includes manufacturing of food & beverage products, chemicals, pharmaceuticals,
petrochemicals, plastic products, rubber products, paper & paper products, to name a few.
All these industries generate heat during the production process which needs to be transferred to ensure smooth
functioning of the machines involved. This makes the heat transfer process an integral part of the process
industry, and heat transfer equipment like heat exchangers a necessity. Thus, any construction activity in process
industries – either greenfield or brownfield – generates demand for heat transfer equipment’s.
A heat exchanger (primarily a shell & tube heat exchanger) is the most commonly used type of heat transfer
equipment in the manufacturing industry while Stainless steel is considered as a reliable and durable material
for heat exchangers. SS heat exchangers provide good resistance to corrosion and it also helps in minimizing the
deposits of limestone and other residues. SS High Precision and Heat Exchanger Tubes are widely used in
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process industries, ranging from chemicals, petrochemicals, fertilizer, sugar, and dairy & dairy. Additionally,
SS pipes and tubes also find applications in water desalination plants & other water treatment plants, as well as
power plants. The corrosion resistance, and high resistance to chemicals are the two key reasons for this
preference for stainless steel over other materials.
Rapid industrialization in Indian economy, aided by favorable government policies, robust demand scenario,
and penetration of export markets have led to capacity expansion in Indian manufacturing industries, ranging
from textiles, chemicals to fertilizers. The resultant increase in demand for process plant equipment & other
industrial machineries have had an equally strong demand for stainless steel used to manufacture these
equipment’s. The demand for process plant equipment and other industrial equipment's of similar kind is linked
to the industrial scenario prevalent in the country.

Slowdown in Industrial Activity

FY20

FY21

-7.8%

-0.8%

-0.5%

0.9%

1.6%

5.2%

FY19

-9.6%

FY18

3.8%

2.8%

3.8%

5.3%

4.7%

2.3%

4.4%

-1.4%

Annual IIP Growth

-8.5%
Mining

Manufacturing

Electricity

General

Sources: MOSPI
Monthly IIP Change on Y-o-Y basis
190.0%
133.5%

140.0%

-57.3%

Manufacturing

39

Electricity

4.4%

4.2%

1.3%

0.7%

1.3%

Oct/21

Nov/21

Dec/21

Jan/22

Aug/21

13.8% 11.5% 13.0%

Jul/21

May/21

27.6%

Apr/21

Mar/21

Feb/21

Jan/21

Oct/20

Sep/20

Jul/20

May/20

Aug/20

Mining

-1.6%

-3.2%

-0.6%

Dec/20

4.5%

2.2%

Nov/20

1.0%

Jun/21

24.2%

-7.1%

-16.6%

-18.7%

Apr/20

-60.0%

-33.4%

Mar/20

-10.0%

-10.5%

Jun/20

40.0%

Sep/21

90.0%

General

Even before Covid-19 outbreak, IIP index, a barometer for industrial growth observed a fluctuation and
registered -0.8% decline in FY 2020. While Covid-19 pandemic, hit the industrial activity hard on annualized
basis too. India’s over all IIP fell by 8.5% in FY 2021 with negative growth being evenly spread across all subsegments. Decline in manufacturing activity was steepest.
In FY 2022, IIP index surged sharply by over 134% in April 2021 on yearly basis. The steep annual growth in
overall index was triggered by healthy recovery in manufacturing activity which has 77.6% weightage in the
overall index, and it grew by over 197% in the April 2021 against 28% growth in the previous month. Low base
effect also contributed to this sharp growth during April 2021. Growth in other sub segment too observed positive
change with growth rate strengthening in the April month. Yearly monthly IIP growth in later month moderated
gradually amidst the vanishing impact of low base effect while it gathered some pace in August 2021 but again
exhibited three consecutive months of weak growth till December 2021 with mild improvement in January 2022.
Historically, weak manufacturing sector growth have forced manufacturers to reduce production volume as well
as put capacity expansion plans on hold. This generic slowdown in industrial sector has impacted the demand
pipes & Tubes in process control industry, which is often associated with the commissioning of new
manufacturing facility. To illustrate the capital investment trend in India, the broad macroeconomic indicator
Gross Capital Formation is considered. This is a broad barometer of investments happening in an economy and
refers to the growth in assets, including capital and financial assets. The pace of growth in Gross Capital
Formation is an indication of the capital investment happening in an economy. Both the industrial production as
well as capital investment scenario in India have remained unfavorable for the past two year. The pace of
industrial growth declined while the number of new projects in industrial sector has come down. However, with
supportive government measure, accommodative policy rate, increasing vaccination and economy moving back
to normalcy, India pessimistic investment climate improved temporarily from Q4 FY 2021 onwards.
Quarterly Capital Investment Trend in India
GFCF (y-o-y)
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The overall GFCF at constant prices gained strength during Q4 FY 2021 and Q1 FY 2022 after witnessing a
negative to mild growth in the previous three quarter on yearly basis. While in the subsequent quarter i.e Q2 &
Q3 of FY 2022, GFCF y-o-y growth moderated due to a weaning off impact of a low base effect.
Demand from Automobile Sector
The rise in automobile production and sale in India over the last couple of decades have translated into positive
demand for SS pipes & tubes in automobiles. Apart from the natural growth in demand due to rise in automobile
production, the regulatory changes that is happening across global automobile industry too have positive
implication on increasing usage of stainless steel in the sector. The stringent emission norms and efficiency
standards are forcing automobile manufacturers to increase the proportion of special stainless steel used in
vehicles. The high strength to weight ratio, high durability, tolerance, and good corrosion resistance attributes
have also contributed to an increasing usage of stainless steel in automobiles. To list diesel spark plugs, motor
block reheating, fuel lines, diesel particulate filters systems, and exhaust gas recirculation systems are few
components which find SS tube application in automobile which is attributed to its.
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The overall domestic production and sales surged to 30.9 Mn units and 26.2 Mn units in FY 2019 before
plummeting for two consecutive year in FY 2020-21. The COVID-19 pandemic worsened the vehicle demand
in FY 2021 as industry lost 2 months in FY 2021 because of Government enforced lockdown. During 9M FY
2022, the overall industry sales of ICE-based vehicle was down slightly (0.9%) where the decline was largely in
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two-wheeler segment while domestic sales in other segments recovered. On contrary, the moderating sales
volume in overall ICE based vehicle is compensated by shift towards EV in India. During Jan-Dec 2021,
cumulative EV sales in India touched 311,368 units which was 160% higher compared to the corresponding
period last year. Aligning with growth industry sales, the auto component industry turnover in India
demonstrated a remarkable turn-around by registering 65% y-o-y growth, reaching USD 26.6 Bn (INR 1.96
trillion). The automobile demand got major push from the pent-up demand and accelerating vaccination drive.

Cumulative Registered EV Sale in India (in Units)
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119,656
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2021

Sources: Dun & Bradstreet Desk Research

In long term, the automobile industry has seen the introduction of several policy measures, starting with the
Auto Policy in 2002, Automobile Mission Plan 2006-2016 Phase-1, Automobile Mission Plan 2016-26 PhaseII, National Automotive Testing and R&D Infrastructure (NATRiP), National Electric Mobility Mission Plan
2020 (NEMMP 2020), and Faster Adoption & Manufacturing of Electric Hybrid Vehicles (FAME) Scheme (I
& II) and most recently the 2021. Together, these policies have helped in improving the manufacturing practices,
quality standards, and efficiency standards in Indian automobile industry while vehicle Scrappage Policy it is
likely to encourage new vehicle purchases thereby driving OEMs (Original Equipment Manufacturers) sales,
benefitting allied industries and help in improving overall capacity utilization.
Mass Transport Segment
Apart from automobile industry, SS pipes and tubes also find good amount for application in mass transport
segment, such as buses as well as metro coaches. Urban mass transport segment in India is witnessing rapid
changes, in response to Government programs to improve living standards in urban centers. Smart city
initiatives, Green Urban Transport Scheme, and other mass rapid transport schemes are ushering changes in
urban transport segment.
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As on end of Dec 2021, metro rail network is operational across 14 cities in India, with rail network totaling
74.5kms and about 551 metro stations. Among these, Delhi metro with a total length of 348.5Km is the largest
while Kolkata metro, which became operational in 1984 is the oldest. Despite the first metro network being set
up in 1984, the development of metro rail infrastructure in Indian cities has been poor, with road development
receiving the topmost priority. It was only after the passage of National Urban Transport Policy (NUTP) in 2006
did the development of metro rail network take off in earnest. Besides above, length of 486.17 km Metro route
is Under Construction while 471.54 km has been approved and 1045 km metro route has been proposed in many
cities including Amritsar, Ludhiana, Chandigarh, Jalandhar, Jabalpur, Ranchi, Hubli, Mathura, Dholera, Thane,
Gwalior, Bareilly, Dehradun, Bhubaneswar, Mysore, and Mangalore.
The Union Cabinet in August 2017 have approved a new metro rail policy to develop the fledging metro rail
network sector in India. Under the new policy, the Government plans to set up metro rail network in all cities
with population of more than 2Mn. Implementation of metro rail transport infrastructure in all major cities is
one such initiatives. These developments have led to an increase in production of buses as well as metro coaches,
resulting in higher consumer of stainless-steel products used in their manufacture.
Architecture, Building & Construction
Superior aesthetics, corrosion resistance, and long life-span have all led to wide acceptance of SS tubes for
architecture, building & construction application. Infrastructure development, and a surge in real estate
construction (residential & commercial) have created a high demand for stainless steel, along with other building
& construction materials. In past, the boom in construction which accompanied the strong economic growth in
the country have resulted in higher consumption of stainless steel.
However, the sector has been severely hit by the occurrence of COVID-19 pandemic which has turned the overall
business sentiment pessimistic. The construction activity in India have moderated over the last few fiscals due
to combination of factors such as liquidity squeeze, higher cost of capital, delay in project clearance and
bottlenecks in execution. In FY 2021, the construction sector GVA contracted by 8.6% against subdued 0.98%
change in the previous year. Talking about FY 2022 (current fiscal), surge in the Delta variant during the second
wave of pandemic starting from end of February and strengthening till May 2021 was a drag on the overall
economic recovery. On sequential Q-o-Q basis, India’s GDP fell by 17% in Q1 FY 2022 as compared to the
previous quarter output (Q1 FY 2022 change over Q4 FY 2021). However, it registered healthiest ever quarterly
growth in Q1 FY 2022 while much of this sharp surge in GDP growth was attributed to the low base-effect (as
country observed a contraction of nearly 24% in GDP during Q1 FY 2021). The country rebounded well from
the Covid slump in subsequent quarters. With supportive government measure, India managed to registered
growth for five consecutive quarter starting from Q3 FY 2021. As per the government advance estimate for FY
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2022, the country’s GDP is estimated to grow by 9.2% while construction sector GVA is expected to expand by
10.7% on y-o-y basis.

Impact of Covid-19 Pandemic & Post Covid Recovery
Decline in Economic Growth
The spread of Covid-19 pandemic, which intensified during the beginning of 2020, and the subsequent steps
taken by the Union Government have impacted the economic growth in the country. The most significant impact
happed during the first half of 2020, because of the three-month long lockdown that the Union Government
imposed, starting from mid-March 2020.
The three-month nationwide lockdown had a debilitating impact on Indian economy which saw economic
growth plunge to all time low of 24.3% in Q1 FY 2021. Industrial activity came to standstill as the Government
mandated closure of all economic activity (except few essential sectors) during the duration of lockdown. As a
result, manufacturing GVA dropped by 38.5% in Q1 FY 2021 compared to previous quarter and Index of
Industrial Production (IIP) dropped by 40.3% in the same period.
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Lifting of lockdown by the end of May 2020 resulted in a sharp rebound in economic activity, as the reopening
of economy ushered in resumption of industrial activity. However, this upward movement was short lived as
economic growth dropped in the subsequent quarters. Continuation of restrictions in economic activity,
challenges in availability of input materials and labor, as well as general drop in demand resulted in slower
economic growth. The continued surge in infection contributed to the slower growth while the surge of second
wave in towards the mid of Q4 FY 2021, slowed down the economic recovery process. Major economic indicator
again experienced a major setback which is well captured by the sharp decline in quarterly economic indicator
during Q1 FY 2022. With supportive government measure, the country rebounded well from the Covid slump
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in subsequent quarters. But economic indicator again exhibited moderation during Q3 FY 2022 due temporary
economic uncertainty that emerged amidst rising threat of third wave with fast spreading Omicron virus across
many nations globally alongwith rising risks from increasing crude oil and other commodities.

Impact on Supply of Steel Pipes
Decline in Domestic Production
The monthly production of steel pipes & tubes in the country declined to 70,000 Tonnes in April 2020, because
of disruption in manufacturing activity due to the nationwide lockdown. In the subsequent months’ products
ramped up but is yet to reach the monthly production volume that was prevailing just before the onset of covid
pandemic.
Monthly Production of Steel Pipes & Tubes
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Source: Center for Monitoring Indian Economy

In fact, domestic production of steel pipes & tubes exhibited fluctuating after tepid production during the first
quarter of FY 2021 in line with gradually recovery in economic activity which again faced disruption in Q4 FY
2021 on account of second wave of Covid-19 which proved to be deadlier than the first wave. Monthly once
again dropped below 470 which was lowest since June 2020 while in subsequent month it observed a steady
growth between June 2021-Oct 2021. In Q3 FY 202 while producer again turned cautious during the Q3 FY
2022. Consequently, monthly domestic production dropped to 534.5 thousand tonnes in November 2021 against
575 thousand tonnes. However, given the low severity and mortality rate associated with the omicron variant
compared to prior variant, stricter long-lasting lockdowns was not announced during the third wave which
contributed production volume returning to closer to pre-Covid 19 level.
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Decline in Imports
Monthly import trend visible in import of steel pipe also points towards a lower demand scenario that is
prevailing in the Indian economy. Although the volume of imports moderated in FY 2019, it was mainly due to
the impact of regulatory polices (including imposing anti-dumping duty as well as other measures to protect the
domestic manufacturing segment). However, the volume of imports declined significantly in the months
immediately after the lockdown and has remained low. The average monthly import of overall steel pipes &
tubes to India, declined to 42,000 Tonnes in FY 2021, as against 68,000 Tonnes and 74,000 Tonnes in FY 2020
and FY 2019, respectively. For 10M FY 2022, average monthly import of steel pipes & tubes to India hovered
at slightly lower level compared to the previous year corresponding period. However, the cumulative monthly
sales for Apr-Jan 2022 were 3% higher for the same period previous year.
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Impact on Demand for Steel Pipes
The onset of Covid-19 in 2020 disrupted the capital expansion plans in the manufacturing sector. The tepid
demand scenario forced the India Inc to defer its capacity expansion plans. This trend was observed across all
major sectors in the manufacturing space. Such a steep decline in capital expenditure pattern across the
manufacturing industry proved detrimental to the steel pipe industry. As the demand for steel pipe & tube is tied
to industrial construction, the dip in capital investments translated into lower demand in FY 2021.
Capital expenditure pattern in India was already on the wane in FY 2020, as the economic growth slowed down,
on account of unfavorable economic factors. The scenario worsened in FY 2021 as the impact of Covid-19 added
on to the already pessimistic mood in Indian corporate sector. In FY 2022, the business operation gradually
returned to normalcy with gradual relaxation in restriction announced to curb second wave. Furthermore, the
government continuing effort to scale up vaccination, strengthen healthcare infrastructure, living with virus
attitude and other economic measure to restore the economy back on the growth trajectory supported the growing
consumption volume of steel pipes & tubes during YTD FY 2022. During 10M FY 2022, the country’s
consumption of steel pipes & tubes registered 4% y-o-y growth.

Major Risk & Challenges
Economic Downturn and Project Delay
Demand for SS pipes is largely dependent on development projects undertaken by government entities or
agencies. A major economic downturn for example Covid-19 Pandemic like crisis have potential to disrupt
industry demand/delay for various projects. Delay in new projects announcement, clearances, required approval,
project implementation and funding issue in industrial and infrastructure projects pose potential risk to pipes
demand. The capital investment scenario in Indian industrial sector has been pessimistic in the past couple of
years. The mounting NPA (non-performing assets) have forced banks to go slow in offering credit. Furthermore,
the drop-in demand scenario is discouraging corporate sector to invest in new plants / capacity expansion. Thus,
the demand for industrial equipment’s and consumables used in setting up industrial infrastructure projects. On
overall basis, SS steel pipes and tube sector have also been impacted by this development in the last two year.
Accordingly, capex in overall steel pipes and tubes industry have also observed moderation during FY 2020 and
FY 2022. Number of outstanding and new projects announced has gradually reduced over the past three years.
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Investment Trend in Steel Pipes & Tubes Industry
New Investment (INR Bn)
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At end of 9M FY 2022, 15 projects worth INR 36 billion were outstanding in the sector while just 3 new project
worth INR 1 billion was announced in during 9M FY 2021. Witnessing recovering demand, capex in steel sector
strengthen during FY 2022. As per Ministry of Steel Year-end review 2021, the cumulative CAPEX by steel
CPSEs for during 8M FY 2022 was INR 57.81 Bn which is 75.7% higher than CAPEX during same period last
year and capex during first 8 months of FY 2022 was 43.5% of the BE target.

Surging Import from China & Indonesia: . Increasing import from is cited as major threat to stainless steel
product manufacturer including SS based pipes & Tubes. In Union-Budget 2021-22, the government announced
revocation of CVD on imports of certain hot rolled and cold rolled stainless steel flat products originating or
exported from China (uptill 30th September 2021) and subsequently extended it upto 31st Jan 2022 . Moreover,
the budget also announced the revocation of the provisional CVD on import of flat products of stainless steel,
originating or exported from Indonesia. As a result, India observed sharp surge in stainless-steel imports in FY
2022 where India’s import intensity for stainless steel flat product market is almost 5 times higher at about 25%
as compared to 5-6% for the overall steel industry. Industry sources suggest, during the four months in FY 2022
India SS import surged sharply by over 177% as compared to last year FY 2021 average and by 159% from FY
2017 average ( a base year prior to the imposition of CVD on China). China and Indonesia share in India’s basket
of SS import during July 2021 inched up to 66% and 15% with total share from these two countries reaching to
over 81%. This is substantially high in comparison to during H2 FY 2018 (post CVD imposition), when China's
share stood at 27% and Indonesia's share at 3%. This surge in imports is backed by the non-WTO compliant
subsidies of 20-30% that is extended to their stainless-steel manufacturers by China and Indonesia and has
resulted in imbalances in Indian as well as in global market.
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The detail review of the industry development over the last two three years also suggests a large part of import
from Indonesia are being driven by the Chinese companies operating from Indonesia. China has been investing
aggressively in Indonesia to scale up SS capacity and displace India as a second largest SS player in world.
Indonesia currently has a total installed capacity of 5.5Mn tonnes, which is higher than India ( 5 Mn tonnes) and
the country is estimated to have replaced India to become the second largest SS producer globally in 2021.
In addition, Indonesia’s SS capacity is also 25 times more than their total annual domestic consumption
requirement of just 0.2 MTPA which serve India as a fertile dumping ground for Indonesian SS flat product
exports as Indonesia is a part of India's free trade agreement (FTA) with the Association of Southeast Asian
Nations (ASEAN). In FY 2020, as much as 24% of the market was captured by imports where almost 50% SS
flat product was imported from Indonesia.
This surge in cheaper import is severely hurting the supply dynamics of domestic SS industry with underutilized
domestic capacity which is dwindling somewhere near 60%. Majority of underutilized capacity is
concentrated in MSME segment which contributes about 28% share (1.4 Mn Tonnes) in total SS capacity of
India. Under-utilization of domestic capacity are adding its resulting woes to the domestic SS industry such as
falling revenue, declining profitability, significant unemployment, bringing fresh investment at halt, turning
many companies out of business, and converting many manufacturers into trader. A profitability comparison of
EBDITA to net sale ratio between carbon steel and SS manufacturer clearly state the low profitability of SS steel
players. During FY 2021, the EBDITA margin of carbon steel companies like Tata Steel, JSPL, JSW, and SAIL,
was 34%, 39%, 27% and 18% respectively in comparison to SS companies such as Salem Steel Plant (measured
on PBIT), Shah Alloy, Jindal Stainless (Hisar) Ltd and Jindal Stainless Ltd for which it stood at 3%, 7%, 12%
and 12% respectively.
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Demand Generation from Government Initiatives
National Infrastructure Pipeline (NIP)
Good infrastructure is essential to support overall economic growth. As the government targets to make India a
USD 5 Tn economy by 2025, infrastructure remains a thrust area for the government. Construction sector that
include Infrastructure construction will be critical for boosting economic growth as it is the key growth enabler
for several other sector. Infrastructure development provides impetus to other sectors like cement, bitumen, iron
and steel, chemicals, bricks, paints, tiles, financial services, among others. A unit increase in expenditure in
construction sector has a multiplier effect on other sectors with a capacity to generate income as high as five
times in other sectors.
The government remain committed of creating new and upgrading existing infrastructure to raise the quality of
life and ease of living in India to global standards. In December 2019, an investment worth INR 102 Tn was
announced by the government on infrastructure projects over the next five years under the National Infrastructure
Pipeline (NIP). The task force on NIP increased this amount to INR.111 Tn in May 2020 from its initial
projection of INR102 Tn which translate in per year spending of around INR 22 Tn. The Centre (39%) and state
(40%) are expected to have almost equal share in implementing the NIP in India, followed by the private sector
(21%). The amount allocated under NIP will be spent on building highways, railway lines, ports and airports
and other social and economic infrastructure.
Sub Sector
Road
Railway
Aviation
Urban Infrastructure
Industrial Infrastructure
Others
Total

Amount to be invested between % Share in Total Investment
2020-25 in INR Bn
20,338
18.3%
13,676
12.3%
1,434
1.3%
19,193
17.2%
3,150
2.8%
53,514
48.1%
1,11,304
100%

Although substantial investment planned under NIP, but the challenge will be realizing such massive funds as
the size of proposed investment is higher compared to previous six year’s completed investment in the
infrastructure sector
Union Budget 2022-23
The government continued with its thrust on infrastructure expenditure as in the last budget. In FY 2023, the
capital expenditure is budgeted to be 19% of total expenditure vs 16% in FY 2022 and 12% in FY 2020 as well
in FY 2021. In combination with Grants in Aid for creation of capital assets, the allocation for effective capital
expenditure stands at around INR10.68 tn as compared to INR 8.4 tn in the previous year, recording 27% growth.
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In FY 2023 (BE), Capital expenditure stands 4.14% of GDP higher than 3.62% in FY22 (RE). Steady increase
in infrastructure spend would act as an automatic stabilizer for the economy while generating jobs and boosting
demand. The budget focuses on greater state participation through the Gati Shakti initiative and inclusive
infrastructure development through initiatives for the North Eastern states and steps taken for greater
participation of farmers and small businesses. The government’s PM Gati Shakti initiative, largely comprising
of seven pillars namely roads, railways, airports, ports, mass transport, waterways and logistics infrastructure,
are expected to play a major role for building world-class modern infrastructure and accelerate SS pipes & tubes
demand in India.
Higher Budgetary allocation in Major end user industries
Centre’s Actual Budgetary Support (Capital Outlay Disbursement) (INR Bn)
Sectors
Actual

FY’17

FY’18

FY’19

Roads & Bridges

437.7

535.2

697.6

Railway
Housing
Urban
Development
Power
Civil Aviation

452.3
9.8

434.2
12.6

528.4
10.9

14.3

32.5

20.7
27.1

13.2
18.4

FY’20

FY’21

707.1

Estimates

FY’22
R.E.

FY’23 BE

922.9

1138.8

1803.0

678.4
9.6

299.1
11.3

1170.0
15.8

1369.8
18.1

24.4

37.1

17.2

43.6

37.3

16.4
39.8

7.7
0.2

5.6
0.4

6.1
621.1

13.5
0.8

Within the total capital outlay (for sector considered), budgetary support to transport sector particularly railway
and roads & highway has always remained in focus. Budgetary allocation for road & highway sector has
increased at 21% CAGR between FY 2017-21. In FY 2023, allocation to road sector was up by 58% over the
previous year revised estimate while railway was up by 17%. With above budgetary allocation the central
Atmanirbhar Bharat packages
To support economic revival post Covid-19, the government in May 2020 announced first stimulus package.
The first economic stimulus of INR 20 Tn was announced on 13th May 2020 and subsequent two more
Atmanirbhar Bharat packages of INR 730 Bn on 12th October2020 and INR 2.65 Tn was announced on 12th
November 2020, bringing the total stimulus package at INR 29.87 Tn. Moreover, the government has decided
that Global tenders will be disallowed in government procurement tenders up to INR 2 Bn which will boost
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demand for indigenously manufactured product. In addition, PSUs are restricting local traders of foreign pipe
manufacturers for participation in their tenders, thereby encouraging the growth of domestic players in Indian
market.
Other reforms initiated under Atmanirbhar Bharat Scheme:


Relaxation of NPA norms.



Reduction of tax burden for most vulnerable firms such as SMEs (Small Medium Enterprises).



For SMEs: reducing interest rates, increasing debt rollovers.



Waiver of fixed charges such as fixed electricity charges for small businesses.



Validity of licenses / approvals / NOCs (e.g., Consent to operate, EC (European Commission) etc.) for
another 6 months wherever required to ensure sustained operations post lockdown and avoid potential
challenges due to clearance bottlenecks post lockdown.



GST (Goods and Service Tax) credit / rebate for salaries paid during lockdown, ESIC/EPF payment
relaxation for high employment multiplier industries like steel.



Deferred payment of mining dues including royalty without penal interests.



6-month moratorium on payment of registration charges, upfront payment etc. for recently auctioned
mines.



Extension of time to comply with new mining lease requirements.



Waiver of compensation cess on coal.

Production Linked Incentives (PLI) Scheme
The government has announced INR 1.97 Tn to be spent in the next 5 years for PLI schemes in 13 Sectors which
include advanced chemistry cell battery, electronic products, automobiles and auto components, pharma,
telecom and networking products, textile, food products, white goods, and specialty steel. The scheme targets to
create and nurture manufacturing global champions for an Atmanirbhar Bharat, help manufacturing companies
become an integral part of global supply chains, possess core competence and innovative technology, and create
employment opportunities.
Various other policy decision such as changing the definition of MSMEs and encouraging the scope for private
participation have been introduced as a part of Atmanirbhar Bharat package which will have a favorable impact
on domestic manufacturing and SS pipes & tubes.
PLI Scheme for Specialty steel
On 22 July 2021, the Union Government approved INR 63.32 Bn PLI scheme for specialty steel sector and the
detail guidelines for the same was notified 20th October 2021. This scheme will translate in capacity addition of
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25 Mn Tonnes to 42 Mn tonnes from 18Mn tonnes in FY 2021, attract an additional investment of about INR
400 Bn and total employment generation of 5.25 lakh with 68,000 direct employment.
Key Highlight of PLI Scheme for Specialty steel


The five categories of specialty steel which have been chosen in the PLI Scheme are: coated/plated steel
products, high strength/wear resistant steel, speciality rails, alloy steel products and steel wires, electrical
steel.



There are three slabs of PLI incentives, the lowest being 4% and highest being 12%, which has been
provided for electrical steel (CRGO).



The duration of the scheme will be five years, from FY 2024-28.

PM Gati Shakti National Master Plan
On 15 August 2021, the government announced PM Gati Shakti - National Master Plan worth INR 100 trillion
that aims to boost economic growth (Shakti) through infrastructure building over the next five years. PM Gati
Shakti is a national infrastructure master plan that has the potential to bring a transformational change in the
multiple sectors including steel and thereby supporting the Government’s plan to position India as a global
manufacturing hub. As a part of the PM Gati Shakti National Master Plan following announcement were made
in Union Budget 2022-23
 The budget announced to develop 100 PM Gati Shakti Cargo Terminals for multimodal logistics facilities
during the next three years.
 The government proposes to award contracts for implementation of multimodal logistics parks at four
locations through PPP model in FY23.
The various initiatives for infrastructure development under the PM Gati Shakti will propel the demand of steel
in various sectors thereby enhancing steel usage and growth of the steel sector.
National Manufacturing Policy
The stated objective of the Government to increase the share of manufacturing sector in national GDP from the
current level of 12 – 14% to 25% by 2022 is expected to benefit process control equipment manufacturing.
National Manufacturing Policy and Make in India initiatives, implemented to achieve this objective would
benefit the segment.
Additionally, the move towards “Industry 4.0,” which focuses on encouraging Companies to adopt best in class
manufacturing practices would have a positive impact on process control equipment segment. “Industry 4.0,”
which is intended to reshape the manufacturing segment by focusing on automation as well as improving
efficiency could create demand for process control equipments and systems.
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Sector Specific Schemes by Government
Chemical & Petrochemical Sector
Chemicals Promotion and Development Scheme (CPDS): The key objective of the scheme, formulated in
2017, is to facilitate the growth and development of chemicals & petrochemical industry by creation of
knowledge products through studies, surveys, data banks, and promotional materials. It also includes conducting
seminars, conferences, exhibitions, and other outreach programs.
Setting up of Plastic Parks: The objective to the scheme to improve the plastic manufacturing capability in the
country. This include increase the competitiveness and polymer absorption capacity of the sector, increase
investment in building capacity, and encourage adoption of sustainable development techniques. In the first
phase of this scheme, four plastic parks are approved for implementation till 2019-20. These would be in
Tinsukia (Assam), Raisen (Madhya Pradesh), Jagatsinghpur (Odisha), and Tiruvallur (Tamil Nadu).
Centers of Excellence: The scheme involves setting up of center of excellence in the field of petrochemical
sector, to facilitate research & development in the domains of plastic, engineering polymers, specialty plastics,
innovation in additives, alloys, blends, and composites.
Petroleum, Chemicals, and Petrochemical Investment Regions (PCPIR)
PCPIR is a specialized delineated investment region spread across 250 square kilometers. It has set up with the
objective of promoting investment in chemical and petrochemical manufacturing sectors. The Government
would be providing world class infrastructure as well as industry friendly policies to attract domestic and
international companies into the designated PCPIRs.
The region would include production units, public utilities, logistics, environmental protection mechanism,
residential areas, and administrative services. It would include special economic zones, industrial parks, free
trade & warehousing zones, export oriented units, and growth centers. The Government would ensure external
physical infrastructure linkages like rail, road, port, airport, and telecom network to the PCPIR.
Till date four PCPIRs has been notified, one each in Dahej (Gujarat), Vishakhapatnam-Kakinada (Andhra
Pradesh), Paradeep (Odisha), and Cuddalore-Nagapattinam (Tamil Nadu). According to the Government
sources, the full implementation of the planned PCPIR program would result in a projected investment of INR
7.63 Lakh Crores and generate employment (direct and indirect) of 34 lakh people.
Oil & Gas
Hydrocarbons Exploration Licensing Policy (HELP): In a major policy drive to give a boost to petroleum
and hydrocarbon sector, the government unveiled Hydrocarbon Exploration and Licensing Policy(HELP) in
2016 which provides a uniform licensing system to cover all hydrocarbons such as oil, gas, coal bed methane
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etc. under a single licensing framework. The new Hydrocarbon Exploration and Licensing Policy is based on
the new model of Revenue Sharing Contract (RSC) which has replaced the earlier model of Production Sharing
Contract (PSC). Under HELP, Open Acreage Licensing Policy (OALP) mechanism has been introduced that
enable E&P companies choose the blocks from the designated area by assessing E&P data available at National
Data Repository (NDR) & by submitting an Expression of Interest (EoI). NDR, the backbone of HELP was
launched on 28 June 2017, is the centralized data repository on Indian sedimentary basins accessible through an
e-platform that E&P Companies uses for bidding in OALP. Under HELP, EOI (expression of Interest) can be
submitted throughout the year without waiting for a formal bid round from the government. These blocks would
be subsequently offered through biannual formal bidding process.
The new model would eliminate the areas of disputes related Cost Recovery, Calculation of I.M., Cost of
unfinished Work Programme, Rigidities in timelines, Procurement Issues, Delays in implementation of FDP.
Key Features of HELP


Increase in exploration phase- Exploration Phase for onshore areas have been increased from 7 years to
8 years and for offshore increased from 8 years to 10 years.



Continuous exploration permitted during contract period



Marketing and pricing freedom for the crude oil and natural gas produced.



Easy to administer revenue sharing model. Government Audit- limited only to production and revenue



Reduced royalty rate to incentivize exploration in the offshore areas



Minimum Regulatory Burden-ease of doing business.

Strategic Petroleum Reserve Programme
State-run Indian Strategic Petroleum Reserve (ISPRL) has established crude oil storage facilities that allows to
create stockpiles of crude oil that can be used in case of any crisis or emergency. Under SPR programme phase
1, ISPRL has created total oil storage capacity of 5.33 million tonnes (MT) that include – 1.33 Mn Tonnes at
Vishakhapatnam, 1.5 Mn Tonnes at Mangaluru and 2.5 Mn tonnes at Padur. This is equivalent to around 38
million barrels and can serve India’s crude requirement for 9.5 days. To commercialize the Phase-I of SPR, UAE
based Abu Dhabi National oil Company (ADNOC) has supported India’s SPR programme. The agreement was
implemented with ADNOC for storing about 0.8 Mn tonnes of crude oil in Mangalore.
Phase II of the SPR was approved by the government in July 2021 to establish two additional commercial-cumstrategic reserves with a total storage capacity of 6.5 Mn Tonnes under the public-private PPP mode. This
includes 4 Mn Tonnes storage capacity at Chandikhol and 2.5 Mn tonnes at Padur. When completed, these
reserves will meet an additional 12 days of India’s crude requirement.
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In Union Budget 2022-23, the government has allocated INR 6 bn to Indian Strategic Petroleum Reserve Limited
(ISPRL), which is dedicated to creating strategic underground crude oil reserves, for the Phase II implementation
to construct caverns and INR 2.1 bn for Strategic Crude Oil Reserve for operation and maintenance of these
caverns for FY23 (BE).
Pharmaceutical
Scheme for Development of Pharmaceutical Industry: The objective of the scheme is to ensure drug security
in the country, by increasing the competitiveness and efficiency of the domestic pharmaceutical industry. Indian
pharmaceutical industry depends on imports for its bulk drug/API needs, bulk of which is sourced from China.
The scenario is similar in the case of medical device industry. The scheme intends to reduce the import
dependency. Several sub-schemes have been formulated to achieve this objective. Those are






Assistance to Bulk Drug Industry for Common Facility Center
Assistance to Medical Device Industry for Common Facility Center
Pharmaceutical Technology Upgradation Assistance Scheme
Assistance for Cluster Development
Pharmaceutical Promotion Development Scheme

Schemes to improve bulk drug production in India
According to the Government notification, pharmaceutical companies applying for the PLI will be grouped into
three segments – Group A, B & C. The grouping is based on their Global Manufacturing Revenue (GMR).
Criteria for segmenting applicants into three defined groups:


Group A: Applicants with GMR more than or equal of INR 5,000 Crore in FY 2020



Group B: Applicants with GMR between INR 500 Crore and INR 5,000 Crore in FY 2020



Group C: Applicants with GMR less than INR 500 Crore in FY 2020. This group will have a sub-group
specifically for MSME applicants.

The overall incentive offered under the PLI is INR 15,000 Crore, and the incentive allocation pattern is INR
11,000 Crore for Group A, INR 2,250 Crore for Group B, and INR 1,750 Crore for Group C.
The Department of Pharmaceuticals have approved a total of 55 applicants for availing the incentive.
Group A

11 Companies (9 Domestic & 2 MNC)

Group B

9 Domestic

Group C

20 non-MSME & 15 MSME
Source: Department of Pharmaceuticals
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PLI Scheme for Key Starting Materials (KSM)/ Drug Intermediates (DI) & Active Pharmaceutical
Ingredients (API)
The Government of India has notified a Production Linked Incentive (PLI) scheme for promoting the domestic
production of Key Starting Materials (KSM)/Drug Intermediates (DI) / Active Pharmaceutical Ingredients (API).
The gazette notification was published on 21 July 2020. The PLI scheme provides incentives on the production
of 41 eligible products notified by the Department of Pharmaceuticals. The total incentive outlined by the policy
is approximately INR 69.40 Bn while the incentive period is for production happening between FY 2021 and
FY 2030.
Department of Pharmaceutical have identified 41 compounds (KSM / DI / API), manufacturing of which will
be eligible for PLI. These 41 compounded are classified into four segments, and a total of 50 companies has
been approved to avail the incentive. Depending on the compound and the method of synthesis, the incentive
scheme would run till the end of this decade. Given the wide scope of products eligible for PLI and the fairly
long period of incentive support, the department of pharmaceutical is hoping to steadily decline API imports and
by the end of this decade to become self-sufficient in raw materials or to drastically reduce the import
dependency.
Considering the complexity involved in production process, a gestation period is allotted to the selected applicant
to start manufacturing. This is 2 years in the case of fermentation-based compound and one year in the case of
chemical synthesis. It is mandated that the incentive is applicable only on domestic sales, and the incentive
would be calculated on the net sale of the eligible product made in the domestic market. The incentive rate is
flat 10% for chemically synthesized product throughout the term period while for fermentation-based product it
is staggered into three buckets. For fermentation-based product the incentive rate of 20% is applied for period
FY 2023-24 to FY 2026-27, 15% for period FY 2027-28 and 5% for the period FY 2028-29. The Government
has also fixed the maximum incentive that can be disbursed for each of the year and for each class of product.
The incentive is calculated on the sales price of the eligible product, which should be quoted by the applicant in
the application. The quoted sales price is only for incentive calculation and need not be the actual sales price on
which the product is sold by the applicant.
However, the quoted sales price in the application will remain fixed throughout the tenure of the scheme and is
the maximum price on which incentive can be sought. For incentive calculation the incentive rate would be
applied to net sales, calculated based on actual sales price or quoted sales price in the application, whichever is
lower. Incentive disbursal can happen either twice a year (6-month period) or once a year.
The policy has outlined committed investment & production capacity for each of the 41 products that is included
in the scheme. The investment can include that incurred on setting up manufacturing infrastructure (plant &
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equipment and associated utilities), R&D infrastructure and buildings. However, there is a cap of 20% of total
investment in the case of expense for setting up buildings to house the manufacturing infrastructure. The
Government has also mandated that the plant & machinery and other utilities that would be used for
manufacturing the eligible products cannot be old / second hand / refurbished. It can be either purchased upfront
or leased in the name of the applicant.
Scheme for Promotion of Bulk Drug Park
The Union Government in March 2020 approved a scheme titled “Promotion of Bulk Drug Parks”, which was
later notified via Government Gazette on 21 July 2020. As the name implies, the objective of this scheme is
creation of bulk drug parks that would help in building a sustainable bulk drug product infrastructure in the
country. The scheme focuses on providing the common infrastructure facilities (CIF) - associated with bulk drug
manufacturing – in a dedicated space. The scheme has a budget outlay of INR 3,000 crore meant towards setting
up three such parks, in three separate states. The financial support will be in the form of grant-in-aid, with nearly
90% of the cost in the case of North East state / Hilly terrain states and up to 70% support in case of other states.
The state governments would be taking the lead in setting up parks, by setting up a State Implementation Agency
(SIA). The interested state governments can apply for this scheme, and on selected will be the provided the
financial support in the form of a grant-in-aid. This financial assistance will be used for setting up the bulk drug
park with CIF that will include effluent treatment, solvent recovery & distillation, steam generation &
distribution, laboratories, testing centers, and other supporting units. The bulk drug units that will come up in
the park can utilize these CIFs. The core objective of the scheme is to reduce the manufacturing cost involved
in bulk drug production, which will accrue due to the usage of CIFs, optimization of resources and economies
of scale that the park provides.
The period for the scheme is FY 2020-21 to FY 2024-25, and all three bulk drug parks should be operational by
then. Half of the area of the park will be reserved for bulk drug manufacturing units. It will not be open to
formulation manufacturing. The units should be manufacturing either APIs/KSMs/DI, the list of which has been
given by the scheme. The scheme lists out nearly 450 APIs and 24 KSM/DI as eligible products and the units
should be manufacturing these products. Currently the country is dependent on imports for these products, and
the bulk drug park is aimed at reducing the import dependence.
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Growth Outlook
Projected Domestic Demand of SS Pipes & Tubes in Mn Tonnes
1.6

1.1

2021est.

2026P

Sources: Dun & Bradstreet Estimates

From demand perspective, India’s growth scenario for steel pipes and tube including SS pipes and tubes remains
intact on the back of substantial government expenditure planned in major end user industries under National
Infrastructure Pipeline and recently announced PM gati Shakti project. The various initiatives for infrastructure
development under the PM Gati Shakti will propel the demand of steel in various sectors thereby enhancing
steel usage and growth of the SS pipes & Tubes. We expect domestic SS pipes & tube industry to grow from
about 1.1 Mn tonnes currently to 1.6 Mn Tonnes by 2026, growing at CAGR 8.5%.
This couple with supportive policy reform through scheme like Atmanirbhar Bharat, PLI, amended DMISP
policy and Make in India will give push to domestic manufacturing and strengthen the supply side dynamics.
However, domestic SS face a major downside risk from rising imports, mainly from low-cost destination like
China which is creating material harm to the domestic industry. Given the higher input cost and other overheads,
domestic manufacturers find it difficult to compete with Chinese imports based on price. Only government level
initiatives, to create a level playing field would help in nullifying this challenge. In addition to above, the high
probability of RBI moving away from maintaining accommodative monetary policy amidst rising inflationary
pressure may further intense the fresh capital investment in the sector.
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Competitive Landscape
Nature of Competition
Compared to carbon steel pipes, SS pipes & tube manufacturing sector is consolidated in nature, with few major
players accounting for majority market share. Capital intensive nature of the industry coupled with challenging
operating environment has erected steep entry barriers in SS pipes & tube sector, handing incumbents a definite
advantage. It is estimated that the capex required to set up a SS pipe & tube manufacturing facility is ~15 times
that required to set up a carbon steel pipe manufacturing facility of similar capacity. Such a high capital
requirement translates into higher upfront investment, which dampens the interest of smaller players.
SS pipes & tubes are used in harsh environment as well as for specialized application in mature sectors like oil
& gas, petroleum refining, chemical, pharmaceutical, and other similar process industries. Compared to carbon
steel pipes, the volume requirement is higher while breaking into large consumer segment is challenging and
time consuming. Since, SS tubes form an integral part of any new expansion project in the above-mentioned
consumer industries, products are subject to rigorous testing for technical competence post which price comes
in.
Although this increases the time required for a manufacturer to bag new orders, a successful track-record
provides an advantage which can be leveraged in future contracts & requirements. Any new player entering this
industry will have to invest considerable time and capital to develop products that meet the customer standards
as well as prove their superiority over existing players.
All these attributes have resulted in creating a high entry barrier in the domestic SS pipes & tubes industry,
resulting in a consolidated market. This consolidated nature augurs well for incumbent players as they are well
placed to exploit the opportunities arising because of capital investment across key end user consumer segments.
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Major Players
Ratnamani Metals & Tubes Limited, Jindal SAW, Maharashtra Seamless Limited, Man Industries and Welspun
Corp are few of the major players in Indian steel pipe & tube segment. All these companies have a wide product
portfolio, offering SAW, ERW, Seamless and Stainless-Steel Pipes & Tubes. Among these Ratnamani and Jindal
SAW have an established SS pipes & tubes business, placing them as market leaders in this segment.
Notable Players in Indian Steel Pipe & Tube Industry
Company
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Ratnamani Metals & Tubes Limited, Jindal SAW Limited and Venus Pipes & Tubes Limited are few of
the major players in the Indian stainless-steel pipe & tube segment. Venus Pipes & Tubes Limited faces
competition in its product portfolio from market leaders like Ratnamani Metals & Tubes Limited and
Jindal SAW Limited and other players like Maxim Tubes Company Private Limited, Shubhlaxmi Metals
& Tubes Private Limited, Scoda Tubes Limited etc.

Company Name

Business Description

Ratnamani Metals Ratnamani Metals & Tubes was incepted in 1983 and is involved in
& Tubes Limited
manufacturing of nickel alloy / stainless steel seamless tubes & pipes, stainless
steel welded tubes & pipes, titanium welded tubes, carbon steel welded pipes and
stainless steel / carbon steel pipes with coating. The Company has three

4

Announced the Entry into SS seamless pipe segment in FY 2021.
Announced the Entry into DI pipe segment in FY 2021. Greenfield facility coming up at Anjar, Gujarat to be commissioned
by April 2022 .
5
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manufacturing facilities, all of which are in Gujarat. Its manufacturing facilities
are located in Gujarat at Chhatral & Indrad (near Ahmedabad) and Bhimasar
(near Gandhidham, Kutch). In carbon steel pipe segment, the Company has an
installed manufacturing capacity of ~ 250,000 Tonnes while in SS pipes & tubes
the capacity is estimated to be in the range of 30,000 Tonnes per annum. For the
year FY 2021, the Company generated a revenue of INR 2,298 Crore and an
operating profit of INR 443 Crore.
The company’s product portfolio divisions include –


Stainless Steel, Nickel Alloy & Titanium Division

The division primarily manufactures seamless and welded pipes, heat exchanger
tubes, instrumentation tubes, welded titanium tubes and exotic alloy seamless
tubes. The commissioning of a new hot extrusion press is expected to increase
the company’s manufacturing capabilities to up to 10-inch NPS
(Nominal Pipe Size) Seamless products in stainless steel, nickel alloys, and
inconel.
The company’s stainless steel product portfolio includes –


Stainless Steel Seamless Heat Exchanger Tubes

Ratnamani has a dedicated facility for the manufacturing of stainless-steel
seamless tubes which is equipped with 1750 MT capacity of water hydraulic hot
extrusion press. It manufactures tubes with developed lengths up to 40 meters in
U bend solution annealed condition. The different types include Austenitic,
Super Austenitic, Ferritic, Martensitic, Lean Duplex, Duplex and Super Duplex
Stainless Steel Seamless Tubes.


Stainless Steel Welded Heat Exchanger Tubes

The company has a dedicated facility for the manufacturing of stainless steel
welded tubes using TIG and LASER welding technology. The different types
include Austenitic, Super Austenitic, Ferritic, Super Ferritic, Lean Duplex and
Duplex Stainless Steel Welded Tubes.


Instrumentation Seamless Tubes
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The company manufactures Austenitic, Super Austenitic, Duplex and Super
Duplex Seamless Tubes.


Stainless Steel Seamless Pipes

The facility is equipped with 1750 MT capacity of water hydraulic hot extrusion
press and manufactures Austenitic, Super Austenitic, Lean Duplex, Duplex and
Super Duplex Seamless Pipes.


Stainless Steel Welded Pipes

The company manufactures Austenitic, Super Austenitic, Duplex and Super
Duplex stainless steel welded pipes both from coil & plate. Coils are used to
manufacture stainless Steel Welded Pipe up to 12 NPS in double random length.
The company also has facility for the production of pipes from single stainlesssteel plate, on JCO Press up to 48 NPS.


Carbon Steel Division

The division manufactures Electric Resistance Welded (ERW) and Submerged
Arc Welded (L-SAW, H-SAW & Circ. Seam-SAW) pipes. Oil & Gas sector was
a major contributor to this division in FY21, with the orders spread largely
between ERW and SAW Pipes. The domestic market accounts for nearly 95%
of the revenue.
Major Products 

High Frequency Electric Resistance Welded (HF-ERW) Pipes



Submerged Arc Welded (SAW) Pipes: H-SAW, L-SAW & C-SAW and
Mobile Plant



Pipe Coating Solutions



Induction Bends

The company supplies its products to diverse industries such as refinery and
petrochemicals, oil & gas, thermal, solar and nuclear power, dairy, chemical &
fertilizer, LNG, aerospace, chillers & cooling system etc. The export market
accounts for nearly 25% of the company’s revenue.
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Jindal
Limited

Saw Jindal Saw, a part of the O. P. Jindal Group, was established in 1984 and has
established itself as one of the leading players in SAW pipes in the country. It
operates mainly with four strategic business units namely - SAW Pipe; DI and
Pig Iron; Seamless pipe; and Iron Ore Mines and Pellet.
In SS pipes & tubes, the Company has an installed capacity of 50,000 Tonnes
per annum spread across three manufacturing facilities. Including SS pipes &
tubes, Jindal SAW has an installed capacity to manufacture 425,000 Tonnes of
steel pipes & tubes per annum.
The SAW Pipes Division manufactures large diameter Submerged Arc Welded
(SAW) pipes through eight manufacturing plants with aggregate capacity
amounting to nearly 2 MTPA for line pipes. The DI fitting and manufacturing
facility at Maharashtra operates at an annual capacity of 18,000 MT in the size
range of 80 mm to 2,200mm. The Seamless Division manufactures stainless steel
pipes (seamless and welded); carbon steel products (seamless) and alloy steel
pipes (seamless). In FY 2021, the Company generated a revenue of INR 8,632
Crore, and an operating profit of INR 910 Crore. Some of the company’s major
clients include ONGC, Oil India, Engineers India Ltd, Siemens, Tata Motors,
L&T etc.

Maxim
Company
Limited

Tubes Maxim Tubes started its stainless-steel pipes and tubes manufacturing operations
Private in 2006. The company’s production unit is in India with sales offices spread
across the globe namely US, Spain, Italy and Poland. The company has a
vertically integrated hot piercing line which produces the entire range of mother
hollows utilized by Maxim Tubes and supports the existing installed cold finish
setup for production of precision engineered tubes and pipes. The company’s
major product portfolio includes Heat Precision and Heat Exchanger Tubing,
Hydraulic, Mechanical and Instrumentation Tubing, Stainless Steel Seamless
Pipes and Stainless-Steel Welded Pipes, Tubes and U Tubes.
The company caters to various sectors such as heat exchangers, aerospace,
chemicals & petrochemicals, onshore and offshore oil & gas exploration, nuclear
power, and energy generation, automotive etc. Its key export destinations include
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the US, Europe, and Middle East. Some of the company’s major certifications
include – Approval of Manufacturer – Bureau Veritas, a Norsok approved &
DNV - approval of manufacturer, ISO 9001:2015, ISO 14001:2015 & ISO
45001:2018, PED & ADW / AD 2000 W0 certified company.
Shubhlaxmi Metals & Shubhlaxmi Metals & Tubes, founded in 2006, is involved in manufacturing and
Tubes
Limited

Private exporting of stainless-steel pipes and tubes. The company’s manufacturing unit
is located at Umbergaon, Gujarat spanning an area of 427,188 sq. ft. The plant’s
infrastructure comprises 4 TIG welding lines, cold pilgering machine,
cold drawing benches, bead rolling machinery, atmosphere-controlled heat
treatment furnaces, rotary & roller swaging machines, coating & soaping bath,
tube finishing lines including pickling, tube straighteners etc. The company
supplies to various industries such as power plants, refineries, offshore oil and
gas plants, chemical and fertilizer, process pipelines etc. Some of the company’s
key clients include Engineers India Limited, Larsen & Toubro, Qatar Petroleum,
Tata Projects, Toyo Engineering Corporation, Bharat Heavy Electricals etc. The
company is an ISO 9001:2008, PED 97/23/EC, AD 2000 MERKBLATT W0,
ISO 14001:2004 & govt. recognized export house & EIL certified company.
The company’s product portfolio comprises stainless steel seamless & welded
pipes, stainless steel seamless & welded tubes, stainless steel ‘u’ tubes, stainless
steel section tubes, corrugated stainless steel tubes and stainless-steel limpet/half
round pipes

Hindustan
Limited

Inox Hindustan Inox is engaged in manufacturing and exporting of stainless-steel
pipes & tubes and other products such as stainless-steel bars, stainless steel
welding wires and stainless-steel wires. It exports to more than 60 countries
across the globe. The company’s infrastructure comprises heat treatment division
(solution annealing and annealing furnaces, quenching, and tempering furnace
etc.); bright bar division (belt polishing machines for round, square and hexagon
bars etc.); wire division (multi block drawing machines, strand annealing furnace
etc.) and pipe division (U bend tube manufacturing facility, draw benches / pilger
machines, solution annealing furnace, tube mills etc.). The company’s products
find applications across diverse industries such as aviation, conveyor belts, gears
for machines, site fences, wind turbine parts etc. The company is accredited with
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certifications from ISO 9001, 14001, 18001 (OHSAS), PED and AD 2000 from
TUV Nord company.
The company’s product portfolio comprises stainless steel bars (round bars,
square bars, hexagonal bars, precision HIMAX bars); stainless steel welding
wires (core wires, filler wires, MIG / TIG / Core wire); stainless steel wires (fine
wires, cold heading wires, general purpose wires, wire rods) and stainless steel
pipes and tubes (seamless tubes, welded pipes, U bended pipes, hollow sections)
Venus

Pipes

and Incorporated on 17 Feb 2015, the is involved in manufacturing and exporting of

Tubes Limited

stainless-steel pipes and tubes. It’s product portfolio include SS High Precision
& Heat Exchanger Tubes, SS Hydraulic & Instrumentation Tubes , SS Seamless
Pipes, SS Welded Pipes and SS Steel Box Pipes which finds application in
diverse sectors such as chemicals, refineries, heat exchangers, fertilizer plants,
oil & gas, and power plants among others. The company’s production facility is
spread across 11 acres based in the Kutch region and has good presence in the
export market with its SS tubes and pipe export spanning in over 20 countries.
Some of its major clients include NTPC, RCF, SRF, Thermax, UPL, Voltas,
Welspun, Ajanta Pharma, Alembic etc. The company’s certifications include
ISO 9001:2015, 14001:2015 and 45001:2018, PED 2014/68/EU, ADW / AD
2000 - Merkblatt W0 and IBR.

Divine
Tubes Divine Tubes, a part of the Divine Group, , is involved in manufacturing of
Private Limited
stainless-steel tubes & pipes, seamless stainless-steel tubes, pipes, welded tubes
and U tubes in ferritic, Autsenitic and duplex grade since 1976. The company’s
manufacturing facility is based in 60,500 sq. ft area with a production capacity
of more than 8,000 metric tons annually. Divine Tubes caters to various sectors
such as chemical plants, paper mills, pharmaceuticals, food, energy, power
plants, boilers etc. The company is NORSOK certified & an ISO 9001:2015, ISO
14001:2015 & BS OHSAS 18001:2007, PED & AD 2000 approved company.
The company’s product portfolio includes stainless steel seamless tubes, pipes
and U tubes; stainless steel welded pipes, tubes and U tubes; high precision heat
exchanger tubes and hydraulic instrumentation tubing. The company
manufactures its stainless-steel pipes and tubes in the product range of 6 mm to
600 mm in width and 0.3 mm to 15 mm in thickness. It manufactures both welded
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and seamless pipes and tubes in TP 304, 304L, 316,316L, 409L and other
specialized grades.

Scoda
Limited

Tubes Scoda Tubes commenced manufacturing of stainless-steel pipes and tubes in
2008. It supplies its products to various industries such as petrochemicals, on
shore and off-shore oil and gas production, power plants, refineries, heat
exchanger manufacturers and fabricators among others. The company’s
certifications include recognition from ISO 9001: 2015, PED 2014/68/EU, AD
2000-Merkblatt W0, ISO 14001 and OHSAS: 18001. The company’s product
portfolio includes 

Stainless steel seamless pipes (supplied with solution annealed & passivated,
single or double random length with plain & bevelled ends)



Stainless steel heat exchanger ‘U’ Tubes (supply solution annealed &
passivated steel tubing)



Stainless steel seamless tubes (supply seamless steel tube in solution
annealed & passivated steel tubing)



Stainless steel seamless ‘U’ Tubes (supply solution annealed & passivated
steel tubing)



Stainless steel welded pipes (supplies bead rolled ERW pipes with solution
annealed & passivated, mirror polished, and single or double random length)



Stainless Steel Welded ‘U’ Tubes (supplies bead rolled ERW U-Tubes with
solution annealed, passivated, and mirror polished)



Stainless Steel Welded Tubes (supplies bead rolled ERW tubes with Solution
annealed, passivated, and mirror polished)



Stainless Steel Instrumentation Tubes (supply solution annealed &
passivated steel tubing)



Stainless Steel Heat Exchanger Tubes (supply solution annealed &
passivated steel tubing)

Shalco Industries Shalco Industries is a manufacturing division which was carved out of its parent
Private Limited

company Shah Hastimal Laxmichand & Company in the year 2000. The
company initially started with the stainless-steel sheet matt finishing division and
gradually entered into the manufacturing of stainless steel seamless and welded
pipes & tubes. The company operates from a 100,000 square ft. facility
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comprising welding line tube mills, cold pilger mills and cold draw benches
among others to produce stainless steel and nickel alloy pipes & tubings. The
company supplies its products to various industries such as oil & gas, chemicals
& pharmaceuticals, fabrication, heat transfer and monitoring, cement etc. The
company is certified with ISO 9001:2008 and AD2000 – MERKBLATT W0
Standard and the PED 97/23/EC.
Product Portfolio
The company’s products include austenitic stainless steel, nickel alloys, copper
nickel alloys, super, duplex stainless steel, duplex stainless steel and
manufactures seamless pipes and tubes and welded pipes and tubes.
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Financial Snapshot
Revenue Growth Pattern

Annual Revenue Growth Pattern
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Order Book Position Ending on 31st (in INR Crore)
FY 2019

FY 2020

FY 2021

As on 31st Dec 2021

Ratnamani Metals & Tubes

1,500

1,380

1,498

1,900

Jindal SAW

8,340

5,700

5,961

4,681

810

625

8,370

1,619

Welspun Corp

14,100

5,700

4,800

4,700

Man Industries

2,000

1,500

1,600

NA

Maharashtra Seamless

Center for Monitoring Indian Economy
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Financial Analysis
Sales Growth
Consolidated Net Sales* (INR Bn) and Annual
Change (%)

Net Sales (y-o-y Growth %)
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Sources: CMIE Prowess, Sample Size- 7 for Annual Change and 3 Companies for Quarter Change

Prior to FY 2018, the sample companies observed negative growth on the back cheap imports flowing from
China. The introduction of ADD on seamless pipes from China for a period of 5 years starting from May 2016
help the companies to recover gradually in subsequent years. However, the demand scenario in India turned
pessimistic during FY 2020 and FY 2021 leading to sluggish growth in industrial production as well as falling
capital investments. This demand slowdown impacted the top line growth of companies across the
manufacturing sector including steel pipes & tubes. The overall net sale for considered sample companies
declined by 10.3% in FY 2020 owing to widespread moderation in economic growth and it declined further
during FY 2021 as overall economic activity saw major disruption due to Convid-19 pandemic. However, the
quarterly consolidated sales data indicated improvement as the economy gradually recovered from pandemic
shock during FY 2022. The cumulative quarterly sales of sample companies during 9M FY 2022 registered
42.6% jump against 19.8% decline in the previous year.
During last five years, consolidated sale of sample companies grew at CAGR of 12% where it reported healthy
to negative yearly growth during FY 2017-2021.

Year

Raw
Material
expense

Power
& Fuel

Salaries
& Wages

SGA
Expenses

Interest
Expense

PBDIT
Margin

Net
Margin

FY 2017

67.2%

4.8%

5.5%

2.1%

1.3%

20.4%

7.7%

FY 2018

71.3%

5.3%

4.4%

2.6%

0.9%

17.9%

8.4%

FY 2019

70.8%

4.5%

3.4%

2.8%

0.7%

17.5%

7.8%

FY 2020

67.9%

4.5%

4.2%

2.6%

1.6%

13.5%

4.6%

FY 2021

64.2%

4.2%

4.5%

2.9%

1.9%

17.9%

8.5%

Sources: CMIE Prowess Sample Size: 6Companies specific to majority presence in Seamless Pipes & Tubes
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In FY 2021, the consolidated net sales of the sample companies fell by 17.6% on annual basis in line with
industry wide moderation in demand and subdued global demand which impacted country’s SS pipes & tubes
export too.
Owing to weak demand, the SS coil and SS pipes prices remained subdued which impacted the price realization
of sample companies and thereby impacted sales. WPI (Wholesale Price Index) for SS coils, strip, sheets, and
SS tubes observed 5.2% decline and 0.3% decline (on yearly basis) in FY 2020 while FY 2019 it was up by
3.8% and 9%, respectively which clearly explain the robust sales growth in FY 2019 and declining sales in FY
2020. In FY 2021, the prices showed mild improvement (WPI of SS tubes was up by 1.4% in FY 2021), however
decline in sales volume amidst weak business sentiment translated in negative sales value while for 11M FY
2022 WPI for both the commodity firmed up by ~31% and 22% on y-o-y basis amidst recovering demand.
Recovering prices indicated better price realization which is well captured in by the healthy sales growth during
9M FY 2022.
Price Trend:WPI
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Sources: CMIE Industry Outlook

SS pipes & tube is raw material intensive industry where input expenses account for bulk share in cost of
production and accordingly it accounted for average 68.3% of net sales during the last five years. Steel in the
form billet and HR Coil is the key input material used in the manufacture of SS pipes and tubes. The price of
steel / steel billet and HR coil has a direct impact on the raw material cost incurred by SS pipes and tubes
manufacturers. The prices of hot rolled coil grew sharply in FY 2019 which translated in moderating operating
profit margin while in FY 2020 even with reducing HRC prices, moderation in operating profit margin can be
attributed to sluggish top line growth. For FY 2021, HRC again surged sharply due to constrained supply and
gradually improving demand towards the end of last fiscal year. HRC prices continued to strengthen further in
in FY 2022 backed by recovering demand from end user industry. The average monthly prices for the period
11M FY 2022 were up by 26.8% on y-o-y basis.
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Avergae HR Coil Yearly Prices, Gobingarh
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In the sample considered, raw material cost as a percentage of revenue has increased from 68% in FY 2016 to
72% in FY 2018 and has account for average 69.6% of net sales in the last five years. Manufacturing of SS steel
pipes & tubes is power intensive as it involves extensive heat treatment of billets during the manufacturing
process. High power expense incurred by manufacturers could be attributed to this power intensive nature of the
industry. In the sample considered, power & fuel cost formed 4.6% of the revenue.
Additionally, manufacturers in this sector also incur higher salary cost, as the level of automation in
manufacturing process is low. Compared to other major developing countries, Indian steel industry continues to
be mostly labor intensive, with automation process widespread only among larger mills. The presence of a large
labor force has resulted in higher salary & wage expense. In the sample considered, personnel cost formed 4.4%
of the revenue.
Margin performance of the sample companies have fluctuated in response net sales growth and raw material
expense with average PBDITA margin and net profit margin hovering at 17.4% and 7.4% during FY 2017-21.

Interim Financials
Key Parameters
Net Sales (y-o-y Growth %)
Cost / Margins as a % of Net
Sales
Raw materials
Salaries and wages
Total Other Expenses
Interest expenses
PBDIT

Q1 FY 2022

Q2 FY 2022

11.4%
Q1 FY 2022

32.1%
Q2 FY 2022

69.1%
4.5%
14.3%
1.3%
22.0%

78.5%
4.2%
14.7%
1.0%
18.7%
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Q3 FY 2022
86.5%
Q3 FY 2022
74.2%
3.3%
13.0%
0.7%
16.4%

9M FY
2021
-19.8%
9M FY
2021
58.4%
4.8%
13.8%
1.7%
22.1%

9M FY
2022
42.6%
9M FY
2022
74.4%
3.9%
13.9%
1.0%
18.6%

Net Profit

14.1%

11.2%

9.9%

12.8%

11.4%

Sources: CMIE Prowess Sample Size: 3 Companies

Interim results for three leading sample companies indicate improvement in net sales growth from -19.8% during
12M FY 2021 to 42.6% during 12M FY 2022. With resuming business operation, raw material expenses amidst
increasing prices also surged by 82.7% which was sharper than net sales growth and thus it sharp led to sharp
increase in raw material to net sales margin and contributed to deteriorating margin performance. Decline in
interest expense prevented the sharp moderation net profit margin during 12M FY 2022.

Key Ratios
Debt equity ratio of sample companies averaged at 0.07 times during the last five year while it has been
witnessing an increase during FY 2019 and FY 2020 to touch 0.19 times in FY 2020. High top line position
(even in scenario when net sales growth has slowed down) has resulted companies to maintain net worth level
in comparison to debt. While the easy access to low cost bank credit (repo rate reducing since January 2019),
manufacturers have raised debt to finance their expansion plan. Consequently, debt level in SS pipes & tubes
steel industry saw robust growth 121% CAGR during FY 2017-21 as compared 7% CAGR (growth) in networth.
In FY 2021, the combine debt of the sample companies observed by 13% decline on annual basis while the
networth in line with slowing sales improved by just 4%. Consequently, the debt equity ratio grew dropped
marginally to 0.16 times in FY 2021 against 0.19 times in FY 2020.
Debt-Equity Ratio
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Sample companies considered for financial analysis operated with healthy interest coverage ratio which has
steadily improved during FY 2017-19 from 16.07 times to 23.95 times, backed by healthy growth in operating
profits and declining interest expense. But in FY 2020 it dropped to a 5-year low at 8.61 times as operating profit
contracted sharply by over 31%. In FY 2021. interest expense ratio improved marginally but it continued to
remain much below FY 2019 level. During FY 2017-21, interest expense grew at CAGR of 24% against 8%
CAGR observed in operating profits while in FY 2021, interest expense observed 5% y-o-y growth while
operating profit recorded 16% growth on y-o-y basis in line better cost control measures.
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