
While business investment remains a weak spot, solid labor-
market progress and steady household purchases kept U.S. eco-
nomic growth on track.  Tuesday’s report also offered a first 
look at corporate profits for last quarter. 
 

The U.S. economy expanded more than previously reported last 
quarter on a sunnier picture of household spending, the primary 
growth engine.  Gross domestic product rose at a 3.2% annual-
ized rate in the three months ended in September, the fastest in 
two years, compared with an initial estimate of 2.9%, Com-
merce Department figures showed Tuesday. The median fore-
cast in a Bloomberg survey called for a 3% gain. 
 

While business investment remains a weak spot, solid labor-
market progress and steady household purchases kept growth 
on track ahead of the holiday shopping season. The figures are 
likely to reinforce projections for Federal Reserve policy makers 
to raise the benchmark interest rate in December for the first 
time this year, with inflation getting closer to the central bank’s 
goal.  “Growth is going to remain heavily reliant on the consum-
er, but consumers are in very good position to lead that 
charge,” with job gains, wage increases and low debt levels, said 
Russell Price, senior economist at Ameriprise Financial Inc. in 
Detroit. “Overall, it’s an encouraging sign for the path ahead.” 
 

GDP represents the value of all goods and services produced in 
the economy. Analysts’ projections for the latest growth figure 
ranged from 2.8% to 3.3%. This is the second of three estimates 
for the quarter before annual revisions in July. The revised 
growth figure mainly reflected changes to the pace of consumer 
spending and residential investment. Household purchases, 
which account for almost 70% of the economy, grew at a 2.8% 
annualized rate, stronger than the 2.1% pace initially estimated. 

U.S. Economy Added 178,000 Jobs in  
November;  Unemployment Rate Dropped 
to 4.6% — The U.S. economy added 178,000 
jobs in November, and the unemployment 
rate fell to 4.6% from 4.9% the previous 
month, according to new government data 
released Friday morning. 

The first employment report after a conten-
tious presidential election in which the candi-
dates expressed diverging views of the 
health and direction of the economy showed 
a job market that is continuing to steadily 
strengthen from the recession.  Full Story    
Source: Washington Post, 12.02.16 
 

Dollar Rallies on U.S. Economic News— 
The dollar rallied against its peers Wednes-
day, lifted by solid economic data from the 
U.S.  The Wall Street Journal Dollar Index, 
which measures the U.S. currency against a 
basket of 16 others, was recently up 0.6% at 
91.88 as the dollar touched an eight-month 
high against the Japanese yen and gained 
against the euro.  Americans’ incomes and 
household spending advanced at a solid pace 
for the second straight month in October, 
data showed Wednesday, suggesting that 
consumers can support economic growth in 
the year’s final months. 
 

A separate report released Wednesday 
showed that private-sector hiring continued 
at a strong pace in November, offering more 
evidence of a robust economy. The strong 
data has bolstered the case for the Federal 
Reserve to take a more hawkish view on 
monetary policy in coming months. Higher 
rates tend to benefit the dollar, as they make 
the currency more attractive to investors 
seeking yield.  Full Story 
Source:  Wall Street Journal, 12.01.16 
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Wages Higher Than Previously Thought:  Consumers also had more 
spending power in the three-month period than previously thought. 
Wages and salaries were up $110.2 billion from the second quarter, 
after an initial estimate of a $56 billion gain.  Residential investment 
was less of a drag, falling at a 4.4% pace, after an initial reading of a 
6.2% drop, reflecting upward revisions to single-family housing and to 
data on dealers of building materials and garden supplies.  The up-
ward revisions to growth were partly offset by a downward adjust-
ment to nonresidential fixed investment, according to the Commerce 
Department. 
 

Corporate Profits Inch Up:  Tuesday’s report offered a first look at 
corporate profits for last quarter. Before-tax earnings at companies 
increased 6.6% after declining 0.6% in the prior three-month period. 
Profits rose 2.8% from a year earlier, the first year-over-year gain 
after five quarters of declines. The gain in profits is a positive sign for 
business investment, which has been missing for a large part of the 
seven-year expansion. 
 

Inventories Replenished:  Inventories grew at a $17 billion annualized 
rate from July through September and added to growth for the first 
time since early 2015.  Net exports were revised up slightly and added 
0.87% point to GDP, the most in almost three years, compared with 
an initially estimated 0.83%. The pickup was probably temporary be-
cause it was largely attributable to an increase in exports of soybeans. 
 

Equipment Spending Down:  Stripping out inventories and trade, the 
two most volatile components of GDP, so-called final sales to domes-
tic purchasers increased at a 1.7% rate, compared with a previously 
reported 1.4% pace.  Corporate spending on equipment decreased at 
a 4.8% annualized pace in the third quarter, more than the initially 
estimated 2.7% and subtracting 0.28 percentage point from growth, 
the report showed. Those outlays had declined 2.9% in the prior 
three months.    

Source: Bloomberg, 11.29.16 

U.S. Third-Quarter Growth Revised Upward on Consumer Spending 

https://www.washingtonpost.com/news/wonk/wp/2016/12/02/u-s-economy-added-178000-jobs-in-november-unemployment-rate-drops-to-4-6-percent/?utm_term=.e833e9c7fe8c
http://www.wsj.com/articles/dollar-rallies-on-u-s-economic-news-1480520614


Steel Capability Utilization  Architecture Billings Index 

Key Economic Indicators 

Domestic raw steel production was 1,598,000 net tons while the 
capability utilization rate was 67.4%. Production was 1,500,000 net 
tons in the week ending November 26, 2015 while the capability 
utilization then was 62.7%. The current week production represents a 
6.5% increase from the same period in the previous year. Production 
for the week ending November 26, 2016 is down 0.5% from the 
previous week ending November 19, 2016 when production was 
1,606,000 net tons and the rate of capability utilization was 67.7%. 
 

Adjusted year-to-date production through November 26, 2016 was 
79,911,000 net tons, at a capability utilization rate of 71.0%. That is 
down 1.3% from the 80,988,000 net tons during the same period last 
year, when the capability utilization rate was 70.9%. 
 

Steel Capability Utilization is a domestic report based on estimates from 
companies representing approximately 90% of the Industry’s Raw 
Steel Capability as compiled by the American Iron and Steel Institute.   
Source: AISI, 11.26.16 

After seeing consecutive months of contracting demand for the first 
time in four years, the Architecture Billings Index (ABI) saw a modest 
increase demand for design services.  As a leading economic indicator 
of construction activity, the ABI reflects the approximate nine to twelve 
month lead time between architecture billings and construction 
spending. The American Institute of Architects (AIA) reported the 
October ABI score was 50.8, up from the mark of 48.4 in the previous 
month. This score reflects a slight increase in design services (any score 
above 50 indicates an increase in billings).  The new projects inquiry 
index was 55.4, down sharply from a reading of 59.4 the previous 
month. 
 

The index is derived from a monthly “Work-on-the-Boards” survey and 
produced by the AIA Economics & Market Research Group. Based on a 
comparison of data compiled since the survey’s inception in 1995 with 
figures from the Department of Commerce on Construction put in 
place, the findings amount to a leading economic indicator that 
provides an approximately 9 to 12 month glimpse into the future of 
nonresidential construction activity.     
Source: American Institute for Architects, 11.16.16 

“The November PMI® registered 53.2%, an increase of 1.3 percentage 
points from the October reading of 51.9%. The New Orders Index 
registered 53%, an increase of 0.9 percentage point from the October 
reading of 52.1%. The Production Index registered 56%, 1.4 percentage 
points higher than the October reading of 54.6%. The Employment Index 
registered 52.3%, a decrease of 0.6 percentage point from the October 
reading of 52.9%. Inventories of raw materials registered 49%, an increase 
of 1.5 percentage points from the October reading of 47.5%. The Prices 
Index registered 54.5% in November, the same reading as in October, 
indicating higher raw materials prices for the ninth consecutive month. 
Comments from the panel cite increasing demand, some tightness in the 
labor market and plans to reduce inventory by the end of the year." 
 

Of the 18 manufacturing industries, 11 are reporting growth in November 
in the following order: Miscellaneous Manufacturing; Petroleum & Coal 
Products; Paper Products; Computer & Electronic Products; Food, Beverage 
& Tobacco Products; Chemical Products; Fabricated Metal Products; Plastics & Rubber Products; Machinery; Nonmetallic Mineral Products; and 
Primary Metals. The six industries reporting contraction in November—listed in order—are: Printing & Related Support Activities; Wood Products; 
Apparel, Leather & Allied Products; Electrical Equipment, Appliances & Components; Transportation Equipment; and Furniture & Related Products. 
 

The PMI index of manufacturing activity is a seasonally adjusted  weighted composite of diffusion indexes tracking new orders, order backlogs, 
export orders, imports, production, supplier deliveries, employment and mill costs. This index is widely regarded as a major leading indicator of both 
manufacturing growth and economic growth overall. A value of >50 indicates manufacturing expansion and vice versa. An index value of < 42.7 
indicates that the economy as a whole is in recession.   Source: Institute for Supply Management, 12.01.16 
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Manufacturing activity grew more rapidly in November as both new orders and production picked 
up, but employment fell in a sign the sector continues to shed jobs. An index of factory activity 
rose to 53.2 from 51.9 in October, the Institute for Supply Management said Thursday. A measure 
above 50 means the sector is expanding; below signifies contraction. Economists expected a 
smaller increase to 52.3. 
 

Manufactures have struggled amid an oil industry slump, as well as weak exports tied to a listless 
global economy and strong dollar that makes U.S. products more expensive abroad. Rising oil 
prices have bolstered energy investment recently. But the greenback has strengthened in recent 
months after stabilizing earlier this year, raising the prospect of renewed woes for factories.  
 

In November, the production index increased to 56 from 54.6. And a measure of new orders, a 
gauge of future output, rose to 53 from 52.1.But the employment index fell to 52.3 from 52.9, 
possibly foreshadowing continued factory job losses in the government’s payroll report on Friday.  
 

Of 18 sectors, 11 reported growth, including pewter and electronics, paper products, chemicals, 
fabricated metals plastics, and machinery. Those contracting included apparel, wood products, 
electrical equipment, appliances and furniture. 
 

"Overall, this morning’s report supports our view that manufacturing is likely to stabilize after the 
weakness early in the year," Barclays economist Rob Martin wrote in a note to clients.   
Source:  USAToday, 12.01.16 

Manufacturing Activity Grew More Rapidly in November 

Steel Deal Maker Ross Lands Top Commerce Slot 
President-elect Donald Trump will nomi-
nate steel industry veteran Wilbur Ross 
to be Commerce secretary, according to 
media reports. Trump’s transition team 
earlier this month said the financier was 
interested in “negotiating the best for-
eign deals, American manufacturing and 
job creation”.  Ross, who founded private 
equity firm WL Ross & Co. LLC, has been 
involved in the restructuring of more 
than $200 billion of defaulted companies' 
assets around the world. 
 

“We did coal, we did textiles and now 
we're doing auto parts. ... My wife accus-
es me of trying to reinvent the 19th Cen-
tury. In some ways, she is probably cor-
rect," Ross said in a 2007 interview 
with AMM.  On the steel front, Ross 
formed International Steel Group Inc. 
(ISG) in 2002 by consolidating former 
steel behemoths LTV Steel Corp. and 
Bethlehem Steel Corp. as well as Weirton 
Steel Corp., Acme Steel Inc., and 
Georgetown Steel Corp. in addition to 
the plate operations of U.S. Steel Corp.  
ISG was purchased in 2004 for more than 
$4 billion by what is now the world's larg-
est steelmaker, Luxembourg-based  
ArcelorMittal SA. 
 

In the process of creating ISG, Ross in-
vested $90 million in cash and assumed 
$235 million in liabilities to take owner-
ship of the Cleveland steel mills and oth-
er so-called Rust Belt assets of bankrupt 
LTV alone, prompting a 2003 Business 
Week cover that asked in bold letters, "Is 
Wilbur Ross Crazy?" "We felt product 
prices globally had gotten below the cost 
of producing steel, so either everybody 
was going to go out of business or some-
thing was going to change," Ross said in 
the 2007 interview.  The deal was also 
premised on a new agreement with the 
United Steelworkers union, an effort in 
which Ross said he found a partner with 
United Steelworker (USW) union presi-
dent Leo Gerard.  
 

The merger was in addition shaped by 
the idea that globalization was “the most 
powerful economic force in the world," 
Ross said at the time. "Globalization will 
inevitably lead to the consolidation of 
basic industries because to be global you 
have to be big,” he said, noting that steel 
consumers were also highly consolidat-
ed.  Ross stressed that another key to the 
deal’s success was convincing the admin-
istration of former president George W. 
Bush to grant the steel industry tariff 

protection to give the sector time to re-
organize.   
 

The Trump administration has also said it 
will aggressively pursue trade actions, 
particularly versus China. The president-
elect has also said he would consider 
applying tariffs on Chinese goods under 
Sections 201 and 301 of the Trade Act of 
1974, and under Section 232 of the Trade 
Expansion Act of 1962—measures former 
president Ronald Reagan used in the 
1980s to place a 45% tariff on Japanese 
motorcycles and 100% tariff on imported 
semiconductors. 
 

Trump also aims to scrap or renegotiate 
trade deals such as the Trans-Pacific Part-
nership and the North American Free 
Trade Agreement.   
 

The steel industry appears poised to play 
a major role in Trump's administration. 
Trump's "landing team" for the Office of 
the U.S. Trade Representative includes 
Dan DiMicco, former chief executive 
officer of Charlotte, N.C.-based Nucor 
Corp., as well as Robert Lighthizer, a vet-
eran trade attorney with years of experi-
ence working on behalf of Pittsburgh-
based U.S. Steel Corp.   
Source:  AMM, 11.30.16 



The oil price rally sparked by an OPEC-Russia deal to cut output is 
likely to be short-lived, say traders in Asia, because the agreement 
may only draw more supplies from storage tanks and more crude 
shipments from the U.S.  And even without increased supplies from 
elsewhere, if the Organization of the Petroleum Exporting Countries 
(OPEC) and Russia do reduce production by 1.5 million barrels per 
day (bpd) as pledged, the cuts would not be deep enough to shrink 
a glut that began to build in mid-2014, traders said. 
 

"The cut by OPEC will be largely offset by increases in U.S. produc-
tion where the rig count has already increased," said India Oil Corp's 
Director of Finance A K Sharma. "So surplus (oil) will stay in the mar-
ket. If there is any impact, it will be short term." Higher oil prices 
and lower production costs are encouraging U.S. shale operators to 
increase output, while Kazakhstan started production at the 
Kashagan field in October. Traders said the extent of the impact of 
the output deal will also depend on how it affects exports from 
Saudi Arabia and other OPEC members. 
 

Cuts in export supply from producers could come from changes in 
operational tolerance, a contractual clause that allows either the 
buyer or seller to increase or reduce volumes by up to 10%, trade 
sources said. The OPEC deal "will provide some price momentum 
but it cannot be compared with the cut seen back in 2008," a Singa-
pore-based trader said, referring to the last OPEC production cut at 
4.2 million bpd. Production cuts early in the year are also a normal 

response to a low-demand season in February and March when 
Asian refiners typically shut for maintenance, he said. 
 

Stronger prompt prices have also narrowed oil contango market 
structures, potentially prompting the release of oil from storage 
that could add to supplies, traders said. Oil is more expensive in 
future months in a contango market, encouraging traders to store 
the commodity, but supplies are backed out when spreads start to 
weaken. 
 

Strength in Middle East crude benchmark Dubai may also further 
narrow its price gap against Brent, leading Asia refiners to buy more 
oil from the Atlantic Basin and the Americas, traders said. Asian 
refiners are more concerned about the impact of higher oil prices 
on demand and profitability rather than the OPEC supply cuts as 
most have other crude sources to turn to. China's independent 
refiners— also known as teapots—usually take more crude from 
South America and West Africa, for example. 
 

The OPEC cuts will come mostly from Saudi Arabia and its Middle 
Eastern allies United Arab Emirates and Kuwait, from whom teapots 
barely import, so the impact will be minimal, said Zhang Liucheng, 
vice president of Dongming Petrochemical Group, the country's 
largest independent refiner.  As for any broad increase in oil prices, 
"whether it would affect teapots' crude demand, we'll need to 
watch out for domestic demand for refined fuel, which has not 
been great as even gasoline demand is growing less fast," Zhang 
said.  Source:  Reuters, 12.01.16 

Oil Price Rally Likely Short-Lived as OPEC Deal not Enough to Reduce Glut 

Global Steel Production Rose 3.3% for October 
Global raw-steel production rose 2.6% 
from September to October, totaling 
136,522,876 metric tons, with similar 
percentage increases in most of the ma-
jor steelmaking nations and regions 
tracked by the World Steel Association. 
The year-over-year comparison is even 
higher for October, with a 3.3% higher in 
October 2016 than in October 2015.  For 
the year-to-date, however, global raw-
steel production is still slightly (-0.69%) 
below the January-October 2015 total. 
 

World Steel tracks monthly raw-steel 
output and capacity utilization rates for 
66 countries. Raw (or crude) steel is the 
output of basic oxygen furnaces and 
electric arc furnaces that is cast into 
semi-finished products, such as slabs, 
blooms, or billets.  World Steel reports 
tonnage and capacity utilization data for 
carbon and carbon alloy steel in 66 coun-
tries; data for production of stainless and 
specialty alloy steels are not included. 
 

Recently World Steel issued a new short-
range outlook for steel demand, and 
forecast that global steel demand will 
increase by 0.2% to 1.501 billion metric 
tons in 2016, having declined 3.0% in 
2015. For 2017, World Steel forecasts 
that global steel demand will grow by 
0.5% and will reach 1.51 billion metric 
tons.  As for capacity utilization, the asso-
ciation reports that during October it fell 
0.6% from September to 69.6%. In Octo-
ber 2015, the global raw-steel capacity 
utilization was 68.2%. 
 

Chinese steelmakers’ October production 
total was 68.5 million metric tons, 0.5% 
higher than the September total and 

4.0% over the October 2015 output. It 
raised the year-to-date output for the 
world’s largest steel industry to 673 mil-
lion metric tons, 0.47% less than during 
the comparable 10-month period of 
2015. 
 

In the United States, October raw-steel 
production totaled 6.38 million metric 
tons (7.03 million short tons), which is 
3.16% more than the September total 
but 2.5% less than the October 2015 
output. Through the first 10 months of 
2016, U.S. steelmakers have produced 
65.97 million metric tons (72.72 million 
short tons) of raw steel.   
Source: American Machinist, 11.29.16 
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