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MARKET VIEW
Is the U.S. manufacturing economy growing? According to the Institute for Supply
Management (ISM), the answer is yes—and it has been for 117 consecutive months and
counting.
Each month, ISM publishes its PMI (Purchasing Managers’ Index), which is based on
surveys of more than 300 manufacturing firms. The index monitors employment,
production, inventories, new orders and supplier deliveries. A data point above 50 reflects
growth. The January PMI registered 56.6 percent, an increase of 2.3 percentage points
from the December reading of 54.3 percent.
However, PMI is simply one data point. In order to gauge the health of the U.S.
manufacturing economy with any degree of certainty, one must look at multiple economic
indicators.
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With that in mind, let’s take a look at durable goods orders. Released monthly by the U.S.
Census Bureau, this economic indicator reflects new orders placed with domestic
manufacturers for delivery of factory hard goods (durable goods) in the near term or future.
The latest set of data shows that new orders for manufactured durable goods in November
increased $1.9 billion (0.8 percent) to $250.8 billion. While this is indeed an increase, it
follows two consecutive months of decreases, the most recent being a 4.3 percent
decrease in October.
The lesson here is to ensure you always take the broader picture into perspective. The
dashboard below summarizes recent movement across five key macro-economic
indicators. While it doesn’t account for all key indicators, it paints a picture of the overall
economy as it relates to factors driving supply and demand across the metals markets.

Macroeconomic Indicators
Our monthly dashboard of indicators driving the market.

Source: Bloomberg

U.S. gross domestic product (GDP), represented in percentage growth points, is the monetary value of all the finished goods
and services produced within the borders of the United States in a specific time period. (Source; Atlanta Fed)
Durable goods orders, measured in billions of USD, reflects new orders placed with domestic manufacturers for delivery of
factory hard goods in the near term or future. (Source: U.S. Census Bureau)
The ISM Manufacturing Index is based on surveys of more than 300 manufacturing firms, monitoring employment,
production, inventories, new orders, and supplier deliveries. A data point above 50 typically reflects growth. (Source: The
Institute for Supply Management)
Crude oil, measured in USD per barrel of oil, is a raw input into metals production. (Source: Bloomberg)
U.S. auto sales, measured in millions of vehicles sold, represents a major consumer of metal and is an important indicator of
the strength of the U.S. economy. (Source: Bloomberg)

Metal

Three-Component Pricing
Unlike some other commodities, determining the price of aluminum encompasses more than simply the cost of the raw
material. In fact, there are three critical factors that influence the price of that aluminum product you are about to purchase
for your next project.

The Material Component
Ingot is metal in its rawest form; a
relatively pure piece that will
eventually be cast into a shape
suitable for further processing.

The Premium Component
Consider this the logistical surcharge
that is applied in order to deliver
metal from warehouses to the mills
where they will be processed.

Aluminum Indicators
Our monthly dashboard of market indicators
driving the price of aluminum.

The Conversion Component
Once at the mill, the raw material is
turned into a usable product. A cost to
produce the final product is applied,
which varies based on the specifics of
the item being produced.

Aluminum Lead Times
Domestic sheet: 13-18 weeks
Domestic plate: 13-18 weeks
Off-shore sheet/plate: 15-22 weeks
Extrusions: 3-20 weeks (varies by press)

All data measured in dollars per pound.
Sources: LME, CME.
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Metal
SBQ vs MBQ:
Determining Carbon Bar Quality
Did you know that not all carbon bars are created equal? Well, technically
they are created equal, but from there it’s the process (or lack thereof) that
dictates the end quality of the bar. They typically fall into one of two
categories:
MBQ (merchant bar quality): This type of bar is used primarily
in beams, channels and angles. After going through the standard production
process, the billets are pretty much left as is. In other words, the chemical
ranges stay within the standard limits for carbon, manganese, phosphorus
and sulfur. This product is mainly used in applications that do not require
much, if any, additional machining.
SBQ (special bar quality): These are more specialized, as the name
indicates. When the end use, method of fabrication, or subsequent
processing requires unique characteristics, users can turn to SBQ. The
billets are modified based on their condition. For example, defects gained
during production may go through a bit of processing to ensure a smooth
surface with as few imperfections as possible.

Carbon Indicators
Our monthly dashboard of market indicators
driving the price of carbon.

Special Bar Quality (SBQ)
Also referred to as engineered
bar
Produced to strict chemistry
Can be forged and thermal
treated
End use is typically a moving part

Merchant Bar Quality (MBQ)
Less stringent quality
requirements
Not produced to strict chemistry
Not suitable for forging or thermal
treating
End use is typically a stationary
application

Carbon Lead Times
Hot rolled: 3-5 weeks
Cold rolled: 5-6 weeks
Coated: 6-8 weeks
Plate: 8-10 weeks

Busheling Scrap and Iron Ore measured in dollars per metric ton.
Sources; Bloomberg, CME, American Iron and Steel Institute.
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A Family Test
Multiple factors play into grade
selection for stainless steel. For
example, corrosion resistance
is important due to the varying
types of environments in which
an end product may be used.
Start with a basic rule of thumb
that says the higher the
chromium levels contained
within the stainless steel, the
more corrosion resistant the
material will be. Stainless steels
are iron-based alloys containing
at least 10.5 percent chromium,
with the remaining makeup
defined by various alloying
elements, which control the
microstructure of the alloy.
Here is a look at how three
families of stainless steels rank
on the corrosion-resistance
scale:

Ferritic stainless steels feature
moderate/good corrosion
resistance. They are plain
chromium with varying chromium
content between 12 percent and 18
percent.
One of the most widely used
grades is 430.
Martensitic stainless
steels feature moderate
corrosion resistance.
They can be hardened or
strengthened by heat
treatment—which can
also make them brittle.

Austenitic stainless
steels feature high
corrosion resistance.
Roughly 50 percent of
all stainless steels
used in the market
today are austenitic.

One of the most widely
used grades is 410.

One of the most widely
used grades is 304.

Stainless Steel Indicators
Our monthly dashboard of market indicators
driving the price of stainless steel.
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Stainless Steel Lead Times
CR: 4-8 weeks
CMP: 3-5 weeks
PMP: 4-12 weeks
Long: 6-9 weeks

All data measured in dollars per pound.
Sources: LME, NAS.
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