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U.S. ECONOMY ADDS 528,000 JOBS IN JULY, 
UNEMPLOYMENT RATE FALLS TO 3.5% 
The U.S. labor market remained red-hot in July despite 
expectations job growth would cool as tighter monetary 
conditions and company layoffs stoked fears of a 
recession.  

July's report marked a sharp jump from the prior month, 
which saw payrolls rise by 398,000. June's figure was 
upwardly revised from the 372,000 initially reported. 

The unemployment rate ticked back down to 3.5% in 
July, matching the level seen in February 2020, just 
before the coronavirus pandemic upended the U.S. and 
global economies. 

According to the Bureau of Labor Statistics, total 
nonfarm employment has increased by 22 million from its 
low in April 2020 and has fully recovered to return to its 
pre-pandemic level. In February 2020, the last month 
before the COVID-19 pandemic,152.504 million in the 
U.S. were employed. As of July 2022, 152.536 million 
people in the U.S. were working. 

The labor force participation edged marginally lower last 
month, falling to 62.1% from 62.2% in June. Meanwhile, 
average hourly earnings increased 0.5% for the month, 
higher than June’s upwardly revised monthly wage gains 
of 0.4%. On an annual basis, earnings were up 5.2%, on 
par with June's year-over year increase. 

"The July employment report was an absolute knock-out, 
a major upside surprise relative to my expectations and 
indeed much of the labor market data released up to this 
point," Renaissance Macro Research Head of U.S. 
Economics Neil Dutta said in a note. "Talk of recession 
and a monetary policy pivot is premature." 

"That said, this jobs report is consistent with an 
inflationary boom," Dutta added. "The Fed has a lot more 
work to do and in an odd way, that the Fed needs to get 
more aggressive in pushing up rates, makes the hard-
landing scenario more likely." 

At the industry level, services-based employers 
continued to lead gains in July as companies rushed to 
hire back workers laid off during the pandemic, with a 
return to in-person activities driving consumer demand. 
Employment in the leisure and hospitality industry 
jumped by 96,000 jobs last month, compared to an 
increase of 67,000 jobs in June. 

Despite gains in the sector, which was among those 
hardest hit by COVID-related lockdowns, employment in 
leisure and hospitality remains at 1.2 million, or 7.1% 
below pre-pandemic figures. 

Job gains in the professional and business services 
sector were also a standout in July's report with 89,000 
jobs added last month. The increases bring employment 
in this area of the economy to 986,000 higher than in 
February 2020, with most jobs added across 
management of companies and enterprises, computer 
systems design and related services, office 
administrative services, and scientific research and 
development services. 

Unusual tightness in the labor market has been a focus 
of Federal Reserve policymakers, with the imbalance 
between job openings and available workers placing 
upward pressure on wages and adding to inflationary 
pressures. 

Markets reacted negatively to the report, which served 
as affirmation to investors the U.S. central bank is likely 
to stay on track with aggressive rate hikes. 

"The market’s tepid reaction could be sign that any 
hopes of a more dovish Fed are likely out the window," 
Mike Loewengart, managing director of investment 
Strategy at Morgan Stanley's E*TRADE said in emailed 
commentary. 

Economists at Bank of America said Friday the bank 
maintains expectations for smaller-sized increases going 
forward, projecting a hike of 50 basis points at the 
September and November meetings, followed by a 25 
basis point bump in December. Source: Yahoo! 
Finance, 8/5/2022 

US ECONOMY SHRINKS FOR A 2ND QUARTER, RAISING 
RECESSION FEAR 
The U.S. economy shrank from April through June for a 
second straight quarter, contracting at a 0.9% annual 
pace and raising fears that the nation may be 
approaching a recession. 

The decline that the Commerce Department reported 
Thursday in the gross domestic product — the broadest 
gauge of the economy — followed a 1.6% annual drop 
from January through March. Consecutive quarters of 
falling GDP constitute one informal, though not definitive, 
indicator of a recession. 

The GDP report for last quarter pointed to weakness 
across the economy. Consumer spending slowed as 
Americans bought fewer goods. Business investment 
fell. Inventories tumbled as businesses slowed their 
restocking of shelves, shaving 2 percentage points from 
GDP. 

Higher borrowing rates, a consequence of the Federal 
Reserve’s series of rate hikes, clobbered home 
construction, which shrank at a 14% annual rate. 
Government spending dropped, too. 

The report comes at a critical time. Consumers and 
businesses have been struggling under the weight of 
punishing inflation and higher loan costs. On 
Wednesday, the Fed raised its benchmark rate by a 
sizable three-quarters of a point for a second straight 
time in its push to conquer the worst inflation outbreak in 
four decades. 

The Fed is hoping to achieve a notoriously difficult “soft 
landing”: An economic slowdown that manages to rein in 
rocketing prices without triggering a recession. 

Apart from the United States, the global economy as a 
whole is also grappling with high inflation and weakening 
growth, especially after Russia’s invasion of Ukraine sent 
energy and food prices soaring. Europe, highly 
dependent on Russian natural gas, appears especially 
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vulnerable to a recession. 

In the United States, the inflation surge and fear of a 
recession have eroded consumer confidence and stirred 
anxiety about the economy, which is sending frustratingly 
mixed signals. And with the November midterm elections 
nearing, Americans’ discontent has diminished President 
Joe Biden’s public approval ratings and could increase 
the likelihood that the Democrats will lose control of the 
House and Senate. 

Fed Chair Jerome Powell and many economists have 
said that while the economy is showing some 
weakening, they doubt it’s in recession. Many of them 
point, in particular, to a still-robust labor market, with 11 
million job openings and an uncommonly low 3.6% 
unemployment rate, to suggest that a recession, if one 
does occur, isn’t here yet. 

2nd quarter of economic contraction 

“The back-to-back contraction of GDP will feed the 
debate about whether the U.S. is in, or soon headed for, 
a recession,” said Sal Guatieri, senior economist at BMO 
Capital Markets. “The fact that the economy created 2.7 
million payrolls in the first half of the year would seem to 
argue against an official recession call for now.” 

Still, Guatieri said, “the economy has quickly lost steam 
in the face of four-decade high inflation, rapidly rising 
borrowing costs and a general tightening in financial 
conditions.” 

In the meantime, Congress may be moving toward 
approving action to fight inflation under an agreement 
announced Wednesday by Senate Majority Leader 
Chuck Schumer and Sen. Joe Manchin, a West Virginia 
Democrat. Among other things, the measure would allow 
Medicare to negotiate prescription drug prices with 
pharmaceutical companies, and the new revenue would 
be used to lower costs for seniors on medications. 

In the wake of Thursday’s government report, Biden 
dismissed any notion that the data depicted an economy 
in recession. The administration has stressed that solid 
job growth and low unemployment show that the U.S. 
economy is still growing despite two consecutive 
quarterly declines in GDP. Speaking from the White 
House, Biden leaned on remarks that Powell and other 
economic leaders have made. 

“Both Chairman Powell and many of the significant 
banking personnel and economists say we’re not in 
recession,” the president said. 

The government’s first of three estimates of GDP for the 
April-June quarter marked a drastic weakening from 
the 5.7% growth the economy achieved last year. That 
was the fastest calendar-year expansion since 1984, 
reflecting how vigorously the economy roared back from 
the brief but brutal pandemic recession of 2020. 

But since then, the combination of mounting prices and 
higher borrowing costs have taken a toll. The Labor 
Department’s consumer price index skyrocketed 9.1% in 
June from a year earlier, a pace not matched since 1981. 
And despite widespread pay raises, prices are surging 

faster than wages. In June, average hourly earnings, 
after adjusting for inflation, slid 3.6% from a year earlier, 
the 15th straight year-over-year drop. 

Americans are still spending, though more tepidly. 
Thursday’s report showed that consumer spending rose 
at a 1% annual pace from April through June, down from 
1.8% in the first quarter and 2.5% in the final three 
months of 2021. 

Spending on goods like appliances and furniture, which 
had soared while Americans were sheltering at home 
early in the pandemic, dropped at a 4.4% annual rate 
last quarter. But spending on services, like airline trips 
and dinners out, rose at a 4.1% rate, indicating that 
millions of consumers are venturing out more. 

Before accounting for surging prices, the economy 
actually grew at a 7.8% annual pace in the April-June 
quarter. But inflation wiped out that gain and then some 
and produced a negative GDP number. 

Against that backdrop, Americans are losing confidence. 
Their assessment of economic conditions six months 
from now has reached its lowest point since 2013, 
according to the Conference Board, a research group. 

The Fed’s hikes have already led to higher rates on 
credit cards and auto loans and to a doubling of the 
average rate on a 30-year fixed mortgage in the past 
year, to 5.5. Home sales, which are especially sensitive 
to interest rate changes, have tumbled. 

Even with the economy recording a second straight 
quarter of negative GDP, many economists do not 
regard it as constituting a recession. The definition of 
recession that is most widely accepted is the one 
determined by the National Bureau of Economic 
Research, a group of economists whose Business Cycle 
Dating Committee defines a recession as “a significant 
decline in economic activity that is spread across the 
economy and lasts more than a few months.” 

The committee assesses a range of factors before 
publicly declaring the death of an economic expansion 
and the birth of a recession — and it often does so well 
after the fact. 

“If we aren’t yet in a recession, we soon will be,″ said 
Joshua Shapiro, chief U.S. economist for the economic 
consulting firm Maria Fiorini Ramirez Inc. “An economy 
rapidly losing momentum combined with aggressive 
monetary tightening is not a recipe for a soft landing or 
any other type of happy ending.″ Source: Associated 
Press, 7/28/2022 
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ARCHITECTURE BILLINGS INDEX (ABI) 

KEY ECONOMIC INDICATORS 

Architecture firm billings continued to grow at a modest pace in 
June. After a burst of stronger growth in the spring, the pace has 
returned to more modest territory over the last two months, with a 
score of 53.2 for June (any score over 50 indicates billings 
growth). However, still-rising inflation, as well as higher interest 
rates and a continued shortage of certain building and 
construction materials, means that the future is looking 
increasingly cloudy. While inquiries into new projects continued 
to grow at a steady pace this month, it was the slowest rate of 
growth since the recovery began in early 2021. In addition, the 
value of new signed design contracts also fell to the slowest pace 
of growth since January 2021. And backlogs at firms, which had 
been growing at a torrid pace recently, declined slightly, from an 
average of 7.2 months at the end of the first quarter of 2022, to 
an average of 7.0 months at the end of the second quarter. 
However, these are still extremely strong backlogs, meaning that 
most firms still have a robust supply of work in the pipeline. 

The Architecture Billings Index (ABI) is an economic 
indicator for nonresidential construction activity. An index score 
above 50 indicates an increase in firm billings, and a score below 
50 indicates a decline in firm billings. Source: American 
Institute for AIA, 7/20/2022 

PURCHASING MANAGERS INDEX® 

The July Manufacturing PMI® registered 52.8 percent, down 0.2 
percentage point from the reading of 53 percent in June. This 
figure indicates expansion in the overall economy for the 26th 
month in a row after a contraction in April and May 2020. This is 
the lowest Manufacturing PMI® figure since June 2020, when it 
registered 52.4 percent. The New Orders Index registered 48 
percent, 1.2 percentage points lower than the 49.2 percent 
recorded in June. The Production Index reading of 53.5 percent 
is a 1.4-percentage point decrease compared to June’s figure of 
54.9 percent. The Prices Index registered 60 percent, down 18.5 
percentage points compared to the June figure of 78.5 percent; 
this is the index’s lowest reading since August 2020 (59.5 
percent). The Backlog of Orders Index registered 51.3 percent, 
1.9 percentage points below the June reading of 53.2 percent. 
The Employment Index contracted for a third straight month at 
49.9 percent, 2.6 percentage points higher than the 47.3 percent 
recorded in June. The Supplier Deliveries Index reading of 55.2 
percent is 2.1 percentage points lower than the June figure of 
57.3 percent. The Inventories Index registered 57.3 percent, 1.3 
percentage points higher than the June reading of 56 percent. 
The New Export Orders Index reading of 52.6 percent is up 1.9 
percentage points compared to June’s figure of 50.7 percent.  

The Purchasing Managers Index® is based on a monthly 
survey sent to senior executives at more than 400 companies. A 
PMI above 50 represents an expansion when compared to the 
previous month. The further from 50, the greater the change. 
Source: Institute for Supply Management, 8/1/2022. 

CONSUMER CONFIDENCE 
The Conference Board Consumer Confidence Index® decreased 
in July, following a larger decline in June. The Index now stands 
at 95.7 (1985=100), down 2.7 points from 98.4 in June. 
The Present Situation Index—based on consumers’ assessment 
of current business and labor market conditions—fell to 141.3 
from 147.2 last month. The Expectations Index—based on 
consumers’ short-term outlook for income, business, and labor 
market conditions—ticked down to 65.3 from 65.8.                   

The monthly Consumer Confidence Survey®, based on a 
probability-design random sample, is conducted for The 
Conference Board by Nielsen, a leading global provider of 
information and analytics around what consumers buy and 
watch. Source: The Conference Board, 7/26/2022 
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RUSSIA, UKRAINE, AND THE “NEW NORMAL” OF 
GLOBAL STEEL SUPPLY   
Steel prices have waxed and waned more than usual this 
past year. Of course, you can’t ignore China’s rolling 
COVID lockdowns or the year-long supply chain hangups. 
However, we feel one of the biggest X factors for the global 
steel supply has been Putin’s disastrous war on Ukraine.  

The War Limps Past the Five-Month Mark, Steel Supply 
Suffers 

Back on February 24th, few analysts could have predicted 
the path the Russian invasion of Ukraine would take. For 
instance, Russian state news has largely played down the 
significant casualties suffered in the country’s recovery of 
the Donbas region. Meanwhile, foreign correspondents 
have repeatedly published reports about confused Russian 
troops, jury-rigged weaponry, and the embarrassing loss of 
the country’s flagship, the Moskva. 

Despite these setbacks, Putin seems utterly committed to 
achieving his goals in Ukraine. This means the world at 
large cannot expect a return to normalcy anytime soon, 
particularly when it comes to economics. From sanctions to 
pipeline problems to commodities hangups, the war in 
Ukraine has made itself figurative “wrench” in the global 
trade machine. One of the most affected commodities, of 
course, is steel. 

A Dramatic Impact on Prices and Production 

Ukraine stands as the world’s eighth largest producer and 
third largest steel exporter. Iron ore and other mineral 
resources are also abundant in Ukrainian soils. As a result, 
when the invasion first took place, steel prices took a 
significant leap upward. HRC, for instance, jumped from 
$974 a ton to $1185 in just over a week. Steel rebar 
followed suit, reaching $753 on March 7 after closing at 
$694 the day the war began. 

Back in April, the CEO of Kyiv-based commodities site 
GMK Center, Stanislav Zinchencko, published his thoughts 
on the matter. Specifically, he mentioned how the war has 
significantly affected supply chains, leaving 90% of steel 
capacities non-operational. He went on to detail how the 
conflict had reduced export opportunities due to Russian 
warships blocking the Black Sea. 

“About 1/3 of Ukrainian steel capacities are located in 
Mariupol – Azovstal and Ilyich Iron and Steel Works,” 
Zinhencko said. At the time, this was the hottest area of the 
war. As most of us know from the heavy news coverage, 
Azovstal has since been completely destroyed in a weeks-
long siege. Ilyich was also heavily damaged. However, 
since Mariupol fell securely in Russian hands, its ability to 
produce or not produce remains a moot point. 

A Two-Sided Problem for Global Steel Supply 

Against all odds, Ukraine is still producing steel, but at a 
reduced capacity. For example, at the end of April, 
we reported on Zaporizhstal, the country’s fourth largest 
steelmaker, as well as Kamet Steel in Dnipro. Both of these 
facilities have seen little, if any, impact from the war as of 
yet. For that reason, they are still producing much as they 
would in peacetime. In fact, in an effort to boost the 
country’s economy, the Biden administration lifted tariffs on 
Ukrainian steel exports in early May. 

But all the (completely understandable) focus on Ukraine, 
it’s important to remember that there are two sides to the 
problem. Firstly, Russia remains the world’s third-largest 
steel exporter, shipping around 33.3 million metric tons in 
2018. Secondly, as part of their sanction packages, the US 
and Europe have banned steel imports from the country in 
an effort to deal Putin an economic blow. 

Unfortunately, there are still plenty of buyers for Russian 
steel. Still, as Bloomberg has reported, many of these 
nations demand huge discounts that dramatically reduce 
profitability. The Asian market, in particular, has developed 
a particularly strong appetite for cheap Russian metals, 
and beleaguered metals traders have been forced take 
what they can get. 

Still, China Remains the Biggest Factor in Steel Prices 

Well-informed readers may have been taken aback by the 
steel prices reported earlier in this article. After all, HRC 
just closed at $855 after a stark decline from March highs. 
Meanwhile, Rebar has been on the decline since May and 
only started ascending again as of last week. Of course, 
the main reason for this has little to do with the war. 
Instead, it has to do with China. 

China’s construction industry has been contracting for 
years now, savaging demand for homemade steel goods 
and imports alike. To add fuel to the fire, the country 
currently has a massive surplus of the metal. After all, the 
country produces around 56% of the world’s crude steel. 
With Beijing rejecting calls to curb production and minimal 
demand at home or abroad, suppliers are sitting on a 
growing mountain of crude. 

And here’s where it all ties together – with the war affecting 
trade so dramatically, normal metrics for evaluating the 
steel market no longer apply. As we stated several months 
ago, the steel market seems to have moved away from 
traditional supply-and-demand-based predictability. 
Instead, economists are rushing to produce new models 
that better reflect the 2022 marketplace. 

For now, it’s a waiting game being played by some very 
stubborn participants. Source: MetalMiner, 7/29/2022. 

STAINLESS COIL PRICES FALL IN AUGUST ON LOWER 
SURCHARGES     
Stainless steel sheet coil prices in the United States fell in 
August for the third consecutive month after reaching 14-
year highs in May, with market participants reporting an 
increase in imports amid weakening demand.  

Market participants across all regions reported slowing 
demand in varying degrees. 

A Northeastern distributor said: "Demand is weaker but still 
there [and] availability is plentiful." Lead times have 
shortened to three to seven weeks "for almost anything." 

"Demand to close out July was weak based on the 
surcharge decrease coming into August [and there is] 
plenty of material available from the mill" with lead timed at 
eight weeks, a Midwest distributor said. 

A northern distributor also reported weakening demand. 
"There's definitely been a rough patch the last three 
weeks." 

INDUSTRY NEWS 
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"Distributor [product] availability has improved" and lead 
times have shortened to four to five weeks for cold-rolled 
sheet and continuous mill plate stainless, a southern 
distributor said. Lead times on stainless bars and angles, 
however, "are out to October, with still limited availability on 
those production dates." 

"We've seen a slightly lower demand dip of 5-10%," a West 
Coast distributor said. "Availability remains relatively good." 

A mill source said, "It's been quiet, probably more than 
typical [for this time of year.]" 

The current slow period is not from declining economic 
activity by end-users, but is the result of distributors holding 
off buying stainless products because they expect prices to 
fall further on lower surcharges, the mill source said. 

Expectations around the future direction and pace of price 
changes, however, have changed in recent weeks, the mill 
source said. "There won't be a big drop [in surcharges] in 
September," which, in turn, could bring distributors back 
into the market. 

While prices have moved steadily lower in the last three 
months, they remain elevated by historic standards, and 
there is the potential that any price correction lower could 
accelerate, according to the southern distributor.  

"Overall, there’s still a long way to go [to arrive at] where 
pricing was a year ago, and even further to where it was 
pre-Covid," the southern distributor said. "We are praying 
nickel holds [above $10 per lb], where it is trading currently, 
for a while, providing some stability in the market." 

There are, however, clouds on the horizon in China's 
underperforming economy and high US inflation levels, the 
southern distributor said. "If China’s economy does not 
start to come back and the US inflation does not get under 
control, we could be facing some much lower numbers in 
the near future as all commodities will likely suffer."  

The ongoing surge in imports appears to have weakened 
controlled order entry policies, with import prices remaining 
below domestic prices and improved availability from 
domestic mills, according to market participants. 

A West Coast distributor reported that he has not 
purchased any domestic stainless products in over a year, 
relying entirely on imports. 

"We used to buy domestically after the [Section 232] tariffs 
hit," the West Coast distributor said. "About a year ago, the 
stainless market was extremely tight and lead times shot 
out on domestic mills to an absurd time frame" and 
domestic mill suppliers put the distributor "on allocation." 

Now, a year later, domestic mills are no longer placing 
buyers on allocation, the West Coast distributor said. 

So far, the longer leader times have not been a serious 
problem, according to the West Coast distributor. 

The northern distributor also reported shifting away from 
domestic mills. "We haven't ordered domestically in 
months. Their price is too high and they [had us] on 
allocation." 

Instead, the northern distributor said he is relaying 100% 
on imports and he does not see the import advantage 
going away. "Lead times for overseas purchases are three 

months - plus we have seen a drop in [the cost of ocean] 
freight and that has helped overseas [producers remain 
competitive]." Source: Fastmarkets, 8/11/2022. 

US, CANADIAN DRILL RIG COUNTS DOWN SLIGHTLY      
The number of drill rigs operating in the United States 
dropped slightly last week, snapping a four-week streak of 
increases, while the price of oil continued to retreat from 
recent highs. 

The US oil and gas rig count was reported at 764, down by 
three from 767 the previous week, according to data 
released Friday August 5 by Baker Hughes. 

US oil rigs totaled 598, down by seven from 605 the 
previous week. Gas rigs totaled 161, up by four week on 
week and up from 103 in the same year-ago week. There 
also were five miscellaneous rigs reported by Baker 
Hughes. 

Total US rigs in operation have increased by 55.60% from 
491 in the comparable week of 2021. 

West Texas Intermediate crude oil prices fell below $90 per 
barrel for the first time since mid-February and were at 
$89.01 per barrel on Friday August 5, down from $98.62 
per barrel on Friday July 29. 

In Canada, the operational rig count totaled 203 last week, 
down one from 204 the prior week, but still up by 30.13% 
from the 156 in operation at the same time in 2021. 

Canadian oil rigs in operation last week totaled 140, up by 
three from 137 the prior week. The gas rig count was 
reported at 63, down by four from 67. 

Market participants within the US oil country tubular goods 
(OCTG) and line pipe segments entered this year more 
upbeat than in recent years and expect an improved 
demand outlook and limited supply scenario to 
continue throughout 2022. 

Fastmarkets’ assessment for steel seamless OCTG API 
5CT – Casing P110, fob mill US was at $3,300-3,400 per 
ton on July 12, flat with June at its highest level since it hit 
$3,750 per ton in November 2008. 

Fastmarkets’ assessment for steel ERW line pipe (X52), 
fob mill US was at $2,325-2,375 per ton on July 12, down 
by 5.05% month on month as a result of falling hot-rolled 
coil prices. Source: Fastmarkets, 8/8/2022. 
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