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EXECUTIVE SUMMARY 
AMERICAS: THE U.S. ECONOMY ADDED 428,000 JOBS IN APRIL FOR THE TWELFTH STRAIGHT MONTH OF GAINS. 
The jobless rate remained at 3.6%. Factory orders rose 2.2% in March. Orders for motor vehicles and parts rebounded 3.0%, suggesting 
an improvement in the global supply of semiconductors. Durable goods orders increased by 0.8% with motor vehicle orders accelerating 
5.0%. Producer prices rose 1.4% in March and 11.2% on a 12-month basis. Energy prices were the biggest gainer for March, rising 5.7%, 
while food costs increased 2.4%. The Index of Leading Economic Indicators rose 0.3%. The U.S. trade deficit accelerated 22.3% to a 
record $109.8bn, with imports also setting an all-time high. Consumer prices rose 1.2%, driven by an 18.3% surge in gasoline prices that 
accounted for more than half the increase in the CPI. Retail sales increased 0.5%, boosted by record high gasoline prices. Sales at service 
stations shot up 8.9%, accounting for the bulk of the increase. Consumer confidence edged down in April, although households planned 
to buy automobiles and appliances, which should help to underpin consumer spending in the 2ndQtr. Existing home sales fell 2.7% in 
March and new home sales plunged 8.6%. By late-April, the average rate on 30-year mortgages hit 5.37%. U.S. GDP shrank at a 1.4% annual 
rate in the 1stQtr as supply disruptions weighed on the economy, though solid consumer and business spending suggest growth will 
resume. Worker productivity fell 7.5% in the 1stQtr, its steepest pace since 1947, while growth in unit labor costs accelerated. 
OVERSEAS: EUROZONE GDP GREW 0.2% IN THE FIRST THREE MONTHS OF THE YEAR,  compared with 0.3% in the 
previous quarter. France’s economy stagnated, while Italian and Spanish output contracted. Germany posted 0.2% growth. Russia’s 
aggression in Ukraine is having major repercussions on food security in many countries that rely on exports from Russia or Ukraine. The 
UN World Food Program warned of a food crisis “beyond anything we’ve seen since World War II”. Chinese factory and service-sector 
activity worsened dramatically in April,  falling to their lowest levels since 2020, as recent lockdowns in dozens of cities shut factories.  
STEEL: U.S. STAINLESS MILLS HAVE CUSTOMERS ON ALLOCATION  and cold-rolled orders are booked far into the summer. 
Analysts say that position of strength could soon lead to a base price increase effective for deliveries in the fall. Outokumpo reported 
record 1stQtr revenues and profits. Total stainless steel deliveries grew by 6% vs. the previous year. Realized prices for stainless steel 
continued to increase, and the ferrochrome sales price was also higher. Nucor earned $2.1bn for the 1stQtr, the most profitable 1stQtr in 
the company's history. Average realized selling prices for sheet softened, reflecting increased import volumes and modest destocking.  
AUTOMOTIVE: TOYOTA CUT ITS 2022 OUTLOOK FOR THE U.S. AUTO INDUSTRY'S NEW CAR SALES  by 1mn vehicles to 
15.5mn, citing the struggles in the supply-chain caused by the pandemic and the conflict in Ukraine. Tesla delivered 310,000 vehicles 
globally in the 1stQtr. The EV leader delivered its first Model Ys made at its new plants in Germany and Texas. U.S. retail sales of new 
vehicles in April could fall 23.8% to 1.1mn units in April from a year ago, according to a report by J.D. Power/LMC Automotive.  
ENERGY: A PROGRAM AIMED AT KEEPING UNECONOMICAL U.S. NUCLEAR PLANTS IN SERVICE,  providing a lifeline to 
an industry that’s seen many early reactor retirements due to competition from cheaper power sources, is expected to be unveiled by the 
Energy Dept. Westinghouse’s energy systems business as of early April signed nuclear project memoranda of understandings with 19 
different companies or government agencies in a dozen countries, including Poland, Romania and the Czech Republic. 
MEDICAL: MEDICAL DEVICE STOCKS SURGED THE MOST SINCE 2020 AFTER J&J RESULTS WERE POSTED.  J&J 
announced its worldwide medical-devices sales were $6.97 billion, up 6% from a year earlier. Orthopedics was highlighted as particularly 
strong. A COVID-19 breathalyzer test, with the ability to provide diagnostic results in 3 minutes, won FDA emergency-use authorization. 
AEROSPACE: BOEING NO LONGER EXPECTS TO DELIVER 141 JETS DUE TO THE WAR IN UKRAINE  and international 
sanctions against Russia. Most of the orders now in question were for Russian and Ukrainian carriers. American Airlines estimates revenue 
in the June quarter would be up 6-8% from the same period in 2019. United and Delta are also expecting a profit in the 2ndQtr due to what 
they said was the strongest travel demand in years. Lockheed Martin 1stQtr sales fell 8% to $14.96bn and net earnings dropped to $1.73bn 
from $1.84bn a year earlier as supply chain woes triggered by the COVID-19 pandemic were compounded by inflation pressure.  
COMMODITIES: GLOBAL PRIMARY ALUMINUM PRICES ARE RETURNING TO FEBRUARY LEVELS  on worries over 
softening demand. LME aluminum averaged $1.31/lb in early May, down 30% from its peak. The Midwest premium remains high, holding 
at an all-time high of $0.40/lb. Inventories of aluminum, copper, nickel and zinc — four of the main contracts traded on the LME — have 
plunged by as much as 70% over the past year as traders and big consumers have tapped warehouses for material.  
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THE AMERICAS 
• U.S. producer prices rose 1.4% in March and 11.2% on a 12-

month basis. That marked the fourth-consecutive month
with a double-digit gain and was the highest since records
began in 2010. Energy prices were the biggest gainer for the
month, rising 5.7%, while food costs increased 2.4%. Prices 
for final demand goods led with a 2.3% monthly rise and 
services prices gained 0.9%. 

• Employers added 428,000 jobs in April for the twelfth
straight month of gains. The jobless rate remained at 3.6%.
Roughly 363,000 workers fell out of the labor force in April. 
The average hourly pay of private-sector workers grew 0.3% 
in April from March and rose 5.5% over the past year.
Key Update: U.S. worker productivity fell 7.5% in the 1stQtr, 
its steepest pace since 1947. Unit labor costs - the price of
labor per single unit of output - shot up at an 11.6% rate. 

• U.S. import prices accelerated by the most in 11 years in
March, rising 2.6% as Russia's war against Ukraine boosted 
petroleum prices, another sign that high inflation could
persist. In the 12 months through March, prices climbed
12.5%. Export prices soared 4.5% in March and are up 18.8%
YOY. March non-agricultural export prices climbed 4.5%.

• The U.S. trade deficit accelerated 22.3% to a record
$109.8bn in March, with imports also setting an all-time 
high. Imports of goods and services jumped 10.3% to 
$351.5bn, outpacing a 5.6% rise in exports to $241.7 bn. The 
nation exported more crude oil and natural gas liquids. 

• Retail sales increased 0.5% in March, boosted by record
high gasoline prices. Sales at service stations shot up 8.9%,
accounting for the bulk of the increase in sales in March.
Prices at the pump on average soared to an all-time high of 
$4.33 per gallon, but they have since retreated to an average 
of $4.074 per gallon. Excluding gasoline, retail sales fell
0.3%. Receipts at bars and restaurants rose 1.0%. 

• Durable goods orders increased by 0.8% to $275bn in
March. There were strong increases in orders for electrical
equipment, appliances and components, as well as
computers and electronic products, machinery, primary
metals and fabricated metal products. Motor vehicle orders 
accelerated 5.0% after rising 0.3% in February. 

• U.S. factory orders rose 2.2% in March after edging up only
0.1% in February. Orders for motor vehicles and parts
rebounded 3.0%, suggesting an improvement in the global
supply of semiconductors. There were increases in orders
for machinery, primary metals and electrical equipment,
appliances and components. Orders for computers and
electronic products and fabricated metal products rose. 

• Deutsche Bank became the first major bank to forecast a
U.S. recession for next year, expecting the economy to take 
a major hit from the extra Fed tightening by late next year
and early 2024. Bank economists expect the federal funds
rate to be gradually raised beyond 3.5% by the middle of
2023. According to a Bloomberg survey, 48% of investors
expect the U.S. to fall into recession next year, 21% expect
the downturn to happen in 2024 and 15% expect the
recession to come as early as this year. Goldman Sachs sees
U.S. recession odds at 35% in next two years. 
Key Update: The Fed approved a rare 0.5% interest rate
increase and announced plans to shrink its $9 trillion asset
portfolio starting in June, a double-barreled effort to reduce
inflation that is running at a four-decade high. 

• U.S. GDP shrank at a 1.4% annual rate in the 1stQtr as supply
disruptions weighed on the economy, though solid 
consumer and business spending suggest growth will
resume. The drop stemmed from a widening trade deficit
which sliced 3.20 percentage points from the 1stQtr GDP.

• Consumer prices rose 1.2% in March. An 18.3% surge in
gasoline prices accounted for more than half the increase in 
the CPI. In the 12 months through March, the CPI has 
accelerated 8.5%. Economists believe March could mark the 
peak in the annual CPI rate, but cautioned inflation would
remain above the Fed's 2% target at least through 2023. 

• Consumer confidence edged down in April, although
households planned to buy automobiles and appliances,
which should help to underpin consumer spending in the
2ndQtr. The Conference Board said expectations, while still
weak, did not deteriorate further amid high prices. 

• U.S. manufacturing rose in 0.9% in March, led by a 7.8%
surge in production of motor vehicles. Total industrial
production also rose 0.9% and included a 0.4% increase in
utility output and a 1.7% gain in mining. Oil and gas well
drilling advanced 4.8% and was up 53.7% from a year ago. 
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• The Index of Leading Economic Indicators rose 0.3% in
March. The Conference Board said, "This broad-based 
improvement signals economic growth is likely to continue
through 2022 despite volatile stock prices and weakening
business and consumer expectations." 

• Consumer spending rose 1.1% in March, but just 0.2% after 
adjusting for inflation. Consumers stepped up spending on
services like travel and dining, as well as on goods like
gasoline and food. Spending on durable goods fell for the
second month in a row, led by lower spending on vehicles
because of shortages. Personal income climbed 0.5%. 

• Existing home sales fell 2.7% in March to an annual rate of 
5.77mn. New home sales plunged 8.6% to 763,000. Housing
starts climbed 0.3% to 1.79mn, the highest level since 2006,
boosted by multifamily projects as builders seek to
replenish housing inventory. Median home prices rose 15%
in March from a year earlier to a record $375,300. By late-
April, the average rate on 30-year mortgages hit 5.37%.

• ISM's April services index fell to a reading of 57.1 from 58.3
in March. The services sector accounts for more than two-
thirds of U.S. economic activity. 

• U.S. factory activity grew at its slowest pace in nearly two
years in April. The ISM survey described manufacturing as
remaining in a demand-driven, supply chain-constrained 
environment. Five of the six biggest manufacturing
industries, machinery, computer and electronic products,
food, transportation equipment and chemical products,
registered moderate-to-strong growth. 
Key Update: There has been an unexpectedly sharp
downturn in demand to truck everything from food to
furniture since the beginning of March and rates in the
overheated on-demand (spot) trucking jobs are skidding. 

• Construction spending rose 0.1% in March as a moderate
increase in outlays on private projects was partially offset
by a further decline in public spending. Outlays on state and
local government projects fell 0.5%, offsetting a 2.4%
increase in federal government spending. Construction
spending increased 11.7% on a YOY basis in March. 

• Foreign steel imports into the U.S. in March totaled 
3.091mn tons, including 2.498mn tons of finished steel and
represent increases of 31% and 36% respectively vs. a year
ago. Through the first 3 months of 2022, total and finished
steel imports are up 28% and 48% respectively. Finished
steel import market share was 24% YTD through March. 

• U.S. steel mills shipped 7.232mn tons of steel in February,
a 6.8% drop from January but a 7.4% gain vs. a year ago. 
Shipments YTD for two months were 14.990mn tons, a 5.9% 
increase vs. last year. (See Appendix: Steel, page 8)

• U.S. stainless steel mills have customers on allocation and
cold-rolled orders are booked far into the summer. Analysts
say that position of strength
could soon lead to a base price 
increase effective for 
deliveries in the fall. Imports 
provide little relief because 
European prices are higher and Asian producers are subject 
to a 25% tariff, and in some cases (China) there are also
prohibitive anti-dumping charges. Besides the impact on
surcharges, stainless supply has been minimally affected by 
the Russian war on Ukraine. Russia is an importer, mainly
from China. If that trade slowed, Chinese mills will look for
more business elsewhere, resulting in more availability for
U.S. importers. The 24¢/lb increase in May surcharges are 
based on nickel, scrap and a boost from the quarterly
update of the chrome price, which increased 20%. 

• Global primary aluminum prices are returning to February
levels on worries over softening demand. LME aluminum
averaged $1.31/lb in early May, down 30% from its peak.
The Midwest premium remains high due to freight, storage
and financing costs, holding at an all-time high of $0.40/lb,
as sellers take advantage of the 10% import tariff.

• Nucor net earnings were $2.1bn for the 1stQtr, the most
profitable 1stQtr in the company's history. Average realized
selling prices for sheet softened, reflecting increased import 
volumes and modest destocking. 

• U.S. Steel reported 1stQtr net income of $882mn on
revenues that rose 43% YOY to $5.23bn, driven by steady
demand and rising steel prices. Shipments of flat-rolled
steel fell 16% YOY to 1.95mn tons, but averaged realized
price for flat-rolled steel rose 54% to $1,368/ton. 

• ArcelorMittal successfully tested the use of green hydrogen
to reduce iron ore in a milestone for the industry. Engineers
at Contrecoeur, Quebec, replaced about 7% of the natural
gas typically used to reduce iron ore with hydrogen made
from renewable electricity during the 24-hour test. 

• The new independent labor union (SINTTIA) at GM’s
largest plant in Mexico is seeking a 19.2% wage increase. GM 
countered with 3.5%. SINTTIA's proposal would boost
wages to as much as $3.81/hour, about a quarter of the
company's U.S. starting wage of $17.50/hour. GM hopes to 
forestall a May 31 strike deadline. GM labor negotiations are 
a high-profile test case for reducing the vast wage gap
between U.S. workers and their Mexican counterparts. 
Key Update: The first major talks held under the new trade
deal could usher in similar demands at other companies in 
Mexico if SINTTIA lands a big raise. 
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• All car models manufactured in 2026 will need to guarantee
a range of 40/mpg, according to new rules by the National
Highway Traffic Safety Administration (NHTSA). This marks
a sharp increase compared to today's standards of 24/mpg
for 2022 models. Four of the eight best-selling cars in the
U.S. in 2021 wouldn't clear this lower bar. Even the model
with the best average fuel efficiency of 32.3/mpg, the Honda 
CR-V, wouldn't meet the 2026 range. According to NHTSA,
the new fuel efficiency standards could reduce gasoline
consumption by more than 220bn gallons over the lifespan
of vehicles. (See Appendix: Automotive, page 9)

• Toyota cut its 2022 outlook for the U.S. auto industry's new-
car sales by 1mn vehicles to 15.5mn, citing the struggles in
the supply-chain caused by the pandemic and the conflict
in Ukraine. The global auto industry had already been hit by
a shortage of semiconductor chips even before Russia's
invasion of Ukraine snarled parts of the supply chain and
contributed to soaring prices of raw materials such as
aluminum and nickel. 
Key Update: The U.S. industry's new-vehicle sales rate in the
1stQtr was an annualized 14.3mn vehicles. March finished at
1.25mn, an annualized sales rate of 13.33mn. 

• General Motors will buy cobalt from miner Glencore to use
in its electric vehicle batteries. GM didn’t disclose the size of 
the deal, but global automakers are splurging billions of
dollars on developing vehicles for a market that could be
worth $5 trillion over the next decade. However, metals for
batteries that last longer are hard to come by due to supply 
chain disruptions, which has led to automakers rushing to
secure supplies of lithium, nickel and cobalt. The prices of
these rare metals have soared to multi-year highs. Cobalt
ensures cathodes do not easily overheat or catch fire and
helps extend the life of batteries, which automakers usually 
guarantee for eight to 10 years. 

• Tesla’s ‘Cyber Rodeo’ marked the opening of its $1.1bn
factory in Texas, which will help ramp up production of EVs 
and batteries critical to its growth 
ambitions. Combined with a new
Berlin factory, the Austin factory is 
expected to double the
company's annual production
capacity to 2mn vehicles. Tesla
also plans to expand production
at factories in California and Shanghai. Tesla expects 50%
annual increases in deliveries over a multiyear period. 

• Ford Motor signed a preliminary deal to buy lithium from a
Lake Resources facility in Argentina. The deal is a major bet 
by Ford on direct lithium extraction (DLE), a relatively new
breed of technologies that filter the metal from brines, 
using far less acreage than open-pit mines and evaporation
ponds. Ford aims to buy 25,000 tonnes annually of the white 
metal from Lake's Kachi project in Argentina, which is being 
developed with privately held extraction startup Lilac
Solutions.  (See Appendix: Automotive/Energy, page 9, 10)
Key Update: Lilac's technology, like all DLE technologies, has 
yet to work commercially even though it has the support of 
Bill Gates and other high-profile investors. 

• Tesla reported that 1stQtr sales jumped roughly 80% from a 
year ago to $18.76bn, generating a record profit of $3.32 bn.
Tesla delivered 310,000 vehicles globally, up from 184,877 a 
year earlier and 308,650 in the 4thQtr. Tesla delivered its first
Model Ys made at its new plants in Germany and Texas. 

• U.S. retail sales of new vehicles could fall 23.8% to 1.1mn
units in April from a year ago, according to a report by J.D.
Power/LMC Automotive. Rising interest rates may further
inflate transaction prices, with the average rate for loans in
April to increase 33 basis points from a year ago to 4.61%. 

• Wind turbines in the U.S. produced more electricity than
coal or nuclear plants on March 29 for the first time on
record. That made wind the second-biggest source of
electricity that day, behind only natural gas and narrowly
ahead of nuclear. Wind farm capacity has increased rapidly
in the U.S. over the past 15 years and is widely seen as an
important weapon in the push to decarbonize the power
grid and the fight against climate change. 

• Strong freight demand appears to be waning, as inflation
and sagging consumer sentiment slow an inventory
restocking rush that has swamped distribution networks.
The Cass Freight Index of domestic shipping demand edged 
up a bare 0.6% in March. Dry van truckload spot rates
(excluding fuel surcharges) are down 37% since December
and 27% in March, an unseasonable slowing of demand. 
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• U.S. nuclear electricity generation declined in 2021 for
the 2nd consecutive year as more reactors are retired across
the country. Output from nuclear power plants fell 1.5% in
2021. Nuclear's share of U.S. electricity generation
amounted to 19% in 2021, near its average share in the
previous decade. Six nuclear-generating units have been 
retired since 2017, and three more reactors are scheduled
to retire in the coming years. Two nuclear-generating units
under construction in Georgia are scheduled to come online 
by the end of 2023, the first to come online in the U.S. since 
Watts Bar 2 in Tennessee began operations in mid-2016.

• The Energy Department was expected to provide details
shortly on a $6bn program aimed at keeping uneconomical
nuclear plants in service, providing a lifeline to an industry
that’s seen many early reactor retirements due to 
competition from cheaper power sources. The program,
funded through the $550bn infrastructure bill signed into
law last year, will let owners and operators of commercial
nuclear reactors apply for credits for plants that are likely to 
shut down for economic reasons if the closures would lead
to higher emissions. 
Key Update: U.S. reactors have struggled to survive in the
face of competition from cheap natural gas and renewable
power. A dozen have already retired early for economic
reasons, including the Indian Point facility near New York City 
that went dark last year, driving up emissions as utilities
immediately started using more natural  gas. 

• Lockheed Martin 1stQtr sales fell 8% to $14.96bn and net
earnings dropped to $1.73bn from $1.84bn a year earlier, as 
supply chain woes triggered by the COVID-19 pandemic
were compounded by inflation pressure. The company
reaffirmed its full-year revenue outlook of $66bn. 
Lockheed's Aeronautics unit, its biggest, which makes F-35 
fighter jets saw its revenue rise 2% vs. a year ago, but profits 
fell by 2% to $697mn. Lockheed reported 26 F-35 jet
deliveries in the quarter compared with 17 a year earlier. 

• Boeing moved orders for 141 planes into accounting limbo
due to the war in Ukraine and international sanctions 
against Russia, meaning it no longer expects the jets to be
delivered. Most of the orders now in question were for
Russian and Ukrainian carriers. Boeing delivered 41 jets and 
booked new orders for 53 planes. The 41 March deliveries, 
nearly double the 22 delivered in February, reflect
rebounding travel and pandemic-driven cargo demand. 

• American Airlines estimates revenue in the June quarter
will be up 6-8% from the same period in 2019. United and 
Delta are also expecting a profit in the 2ndQtr due to what 
they said was the strongest travel demand in years. 

• U.S. flight traffic has picked up noticeably since the 2ndQtr
of 2021, as the vaccine rollout proceeded rapidly. Prior to
the pandemic, daily passenger volumes of 2+ million were
the norm. Throughout 2021, the TSA performed an average
of 1.59mn safety checks per day, compared to 880,000 in
2020 and 2.31mn in 2019. As of April 17, this year's average
daily passenger troughput stands at 1.81 million. 

• Five of the ten best-rated hospitals in the world are
located in the U.S. Coming in at number one, two and three, 
respectively, are the Mayo Clinic in Rochester, Cleveland
Clinic in Cleveland and Harvard's Mass General in Boston. In 
2019, the U.S. had 6,100 hospitals in service, the third-
largest number among major OECD countries after Japan 
and Colombia. All hospitals in the U.S. combined amassed
roughly $1.3 trillion in care expenditures in 2020. 

• Medical-device stocks surged the most since 2020 after
J&J results were posted. The S&P Supercomposite Health
Care Equipment Index rose as much as 3.7%, marking its
biggest intraday gain since June 2020 and offsetting some
of the underperformance this year that followed the
slowdown of the pandemic. The gains were ignited by the
J&J quarterly report announcing its worldwide medical-
devices sales were $6.97 billion, up 6% from a year earlier.
Better-than-expected device sales are seen as a good sign
for others in the industry. Within medical devices,
orthopedics was highlighted as particularly strong. 

• A COVID-19 breathalyzer test, with the ability to provide
diagnostic results in three minutes, won FDA emergency-
use authorization. The test, made by Texas-based InspectIR 
Systems, is authorized for those 18 and older and in settings 
where samples are both collected and analyzed, such as
doctor’s offices, hospitals or mobile testing sites. The device 
is about the size of a piece of carry-on luggage and works by 
detecting chemical compounds in breath samples 
associated with SARS-CoV-2 infection. 
(See Appendix: Medical, page 14)

https://www.ulbrich.com/?utm_source=economic_update&utm_medium=pdf&utm_campaign=2022_05


Number 24 PAGE 6 MAY 2022 

ECONOMIC UPDATE www.ulbrich.com 

EUROPE, AFRICA & THE MIDDLE EAST 
• Eurozone GDP grew 0.2% in the first three months of the

year, compared with 0.3% in the previous quarter. France’s 
economy stagnated, while Italian and Spanish output 
contracted. Germany was the only one of the four biggest
EU economies to beat expectations, posting 0.2% growth.

• Russia’s aggression in Ukraine is having major
repercussions around the world, especially on food
security. The UN World Food Program (WFP) warned that
the war was creating a food crisis “beyond anything we’ve
seen since World War II,“ leading to surging food prices and
possibly shortages in many countries that rely on exports
from Russia or Ukraine. More than 800mn people face
hunger around the world, while 44mn more in 38 countries
are teetering on the edge of famine, according to the WFP. 

• ArcelorMittal reported net income of $4.125bn for the
1stQtr, up 80% vs. a year ago. Sales for the quarter increased 
to $21.836bn from $16.193bn last year, primarily due to
significantly higher average steel selling prices.

• Outokumpu’s 1stQtr sales rose to €2.760bn (€1.673bn) and
adjusted EBITDA reached €377mn (€177mn). Figures in
parentheses refer to the corresponding period for 2021.
Total stainless steel deliveries grew by 6% compared to the
previous year. Realized prices for stainless steel continued
to increase, and the ferrochrome sales price was also
higher. The positive effect from higher prices more than
offset the negative impact from a significant cost inflation,
especially in consumable prices. 

• Volvo Trucks set aside $423mn in provisions for the 1stQtr
after suspending all operations in Russia. Volvo owns a 
plant southwest of Moscow. It employed about 700 people
and produced roughly 3,000 vehicles a year.

• Renault is exploring a stock market listing of its electric
vehicle unit next year as part of a plan to split the company 
in two. Renault said discussions on exiting its Russian 
business were making progress; it owns 68% of Avtovaz,
Russia’s largest carmaker. Russia is Renault’s 2nd-largest
market after France. (See Appendix: Automotive, page 9)
Key Update: Volvo Cars and Ford both announced that they
will separate their electric and non-electric businesses, as EV 
sales rise and the industry considers what to do with legacy
combustion engine operations. 

• Aluminum producer Rusal became the first Russian
company to call publicly for an inquiry into alleged war
crimes in Bucha. Rusal followed earlier statements of
condemnation of the war by Lukoil, Russia’s #2 oil producer, 
and Severstal, one of the largest steel producers. 

• Gazprom’s average daily exports to key foreign buyers in
April fell to the lowest level in 3 months, as warmer weather 
and lower spot prices started
to lure European clients away
from Russian gas. The gas giant 
exported an average of 407mn 
cubic meters/day to countries
outside the former Soviet Union in the first 15 days of April,
nearly 18% below the daily average for the month of March. 
Gazprom’s YTD exports to its key markets fell more than
26% vs. a year ago. (See Appendix: Energy, page 10)
Key Update: An immediate EU ban on Russian gas imports
would cost Germany €165bn in lost output this year, the
country’s central bank has warned. It would dent German 
GDP  by 5% in 2022, triggering a surge in energy prices and
one of the deepest recessions of recent decades. 

• The war in Ukraine has intensified interest across Europe
in building new nuclear energy plants or extending the lives
of old ones to liberate the continent from its heavy reliance
on Russian oil and natural gas. Westinghouse’s energy
systems business as of early April had signed nuclear
project memoranda of understandings with 19 different
companies or government agencies in a dozen countries,
including Poland, Romania and the Czech Republic. 

• Europe’s clean energy metal requirements, up to 75%,
could eventually be met through recycling, assuming there
is enough investment. A new Belgian study says a metal
supply crunch will emerge over the next 15 years, when 
global shortages of lithium, cobalt, nickel, rare earths and
copper are expected to emerge because of a lack of new 
mining projects and competition from countries around the 
world also seeking to decarbonize. 
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ASIA/PACIFIC, JAPAN, AUSTRALIA & INDIA  
• China’s GDP expanded by an annual 4.8% rate in the 1stQtr,

faster than the 4% expansion in the 4thQtr of 2021. Most of
the growth was squeezed into January and February.
Chinese factory and service-sector activity worsened
dramatically in April, falling to their lowest levels since the
early days of the COVID-19 outbreak, as recent lockdowns in 
dozens of cities shut factories. The subindex of factory
output  fell to 44.4 in April from 48.8 in March, well below the 
50 mark that separates expansion from contraction. 
Key Update: China’s tough new lockdown measures have led 
to a major backlog of cargo and container ships in front of
Shanghai's port. The world’s largest container port is having
to manage with significantly fewer staff. 

• Key container shipping rates have started sinking. The
World Container Index is down 16% since the beginning of
the year, with key routes Shanghai to Los Angeles and
Shanghai to New York down 17% and 16% respectively.
Most striking is the steep fall since March 10—the WCI is
down 13% since that date alone, suggesting that spring
retail sales in the U.S. may slump. 

• Honda Motors will pour $40bn into EVs over the next
decade but stopped short of throwing its full weight behind
battery-powered vehicles. It intends to rely on hybrid
models until the infrastructure can support more EVs on the
roads, a move that follows the hedging logic of Toyota. 

• China’s top battery producer plans to boost its presence
in the aspiring electric-vehicle hub of Indonesia by
partnering with local state-owned groups to build a $5.97bn
mining-to-batteries complex. A unit of Contemporary
Amperex Technology will join Aneka Tambang and  Industri
Baterai Indonesia on the project that spans everything from 
nickel mining to battery materials recycling and an electric
vehicle  batteries factory. 

• Total world crude steel production was 161.0 million
tonnes (Mt) in March, a 5.8% drop compared to a year ago.
Production was 456.6 Mt in the first three months of 2022,
down by 6.8% vs. the same period in 2021. China produced
88.3 Mt in March 2022, down 6.4% on March 2021. India
produced 10.9 Mt, up 4.4%. Japan produced 8.0 Mt, down
4.3%. The U.S. produced 7.0 Mt, down 1.7% from a year ago. 

• China’s Iron & Steel Association issued a statement in
April instructing the industry to “maintain a balance
between supply and demand under the limited market
demand”. Citing the constraints of energy conservation and 
environmental concerns, it added that exporting low-end
steel products on a large scale was unwise. China exported
67mn tonnes of steel in 2021. China’s Iron & Steel
Association has now said that steel output will decrease by
30mn tonnes in 2022. As the world’s largest producer and
exporter of steel, and with steel prices at 3x historic
averages, the production cut could contribute to inflation
pressures outside of China. (See Appendix: Steel, page 8)
Key Update: China accounts for over 50% of global steel
output and exports. The pivot to reduce production for air
pollution prevention and energy conservation could not
come at a worse time for the global economy. 

• Inventories of aluminum, copper, nickel and zinc — four
of the main contracts traded on the LME — have plunged by
as much as 70% over the past year as traders and big
consumers have tapped warehouses for material. In recent
weeks, the trend has been most pronounced in zinc where
prices rose to a 16-year high of almost $4,400/tonne. Zinc is
used as a protective coating for steel in construction, cars
and home appliances. Concerns that supplies of copper and
nickel from Russia could be disrupted by Western sanctions
over Moscow’s invasion of Ukraine have also pushed up
prices. (See Appendix: Commodities , page 15) 

• Tata Steel, the largest Indian importer of Russian coal this
year, will stop buying the commodity in a sign that Vladimir 
Putin’s invasion of Ukraine has made it more perilous to do
so. Tata Steel imported 617,000 tonnes of Russian coal in
the first three months of the year. 
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ECONOMIC UPDATE: APPENDIX TO THE MAY 2022 ISSUE 

STEEL/INNOVATION: SOLAR-POWERED INTERCEPTOR, AN AUTOMATED BOAT CLEANS POLLUTED RIVERS 

Ocean Cleanup’s Interceptor is a steel-built, automated river-cleaning catamaran that scoops plastic waste from the water surface, 
collecting it for recycling and preventing it from reaching the world’s oceans. Rivers are major vectors for the passage of waste from land 

to sea, and 80% of all river plastic originates from about 1,000 rivers. To 
successfully clear the world’s oceans of the plastics that are clogging them and 
impacting heavily on marine life means dealing with the issue at its source. 
Fighting against the flow: This autonomous catamaran is 100% solar powered 
and can operate in almost all high-polluting rivers. Able to remove up to 55 tons of 
rubbish every day, each Interceptor contains a barge that takes roughly an hour to 
fill. This barge will be emptied multiple times a day at riverside extraction points, 
and its operation is carefully calibrated to maximize waste collection, while 
allowing other river vehicles to pass safely. Moving against the current, a debris 
concentrating barrier extends from the prow of the Interceptor which, combined 

with the boat’s catamaran design, guides waste into the system. From the front of the boat a stainless-steel mounted conveyor belt 
delivers the waste to a shuttle which uses sensor technology to equally fill six containers mounted on a detachable barge until they reach 
their capacity of a combined 50 square meters of debris. When the barge is nearly full, it automatically signals local operators who collect 
the waste from the riverside for transportation to local waste management facilities, and the barge is returned to the Interceptor to 
continue its patrol. Constructed from marine grade steel, the boat’s structure is high-strength and resistant to the corrosive effects of 
polluted waterways, making it resilient to any collisions and giving it an extensive service life.  Real-world application: Ocean Cleanup is 
working directly with governments around the world to rollout this technology. Currently, three Interceptors are deployed on the world’s 
rivers. The prototype Interceptor operates on the Cengkareng Drain in Jakarta, Indonesia, while the other two are deployed on the Klang 
River in Malaysia and the Rio Ozama in the Dominican Republic. The plan is to tackle 1,000 rivers in five years, significantly limiting the 
flow of plastic into the world’s oceans. With the Interceptor’s steel-built resilience, solar powered efficiency and ability to operate 
almost anywhere in the world, a plastic-free future for the world’s oceans might be possible.  

STEEL/INNOVATION: A CARBON CAPTURE/UTILIZATION PROJECT FOR STEEL IN DESIGN PHASE 

Tenaris, Saipem and SIAD signed an MOU to start the design phase of a carbon dioxide capture and utilization (CCU) plant to be built at 
the Tenaris steel plant in Dalmine, Italy. The project covers the capture of 30 tons of CO2 per day produced by the thermoelectric 
power plant installed at the Tenaris plant. The CO2 captured through Saipem CO2 Solutions proprietary 
technology will be subsequently used by SIAD, specifically in the food and beverage industry, for crops, 
water treatment, metal processing and as a refrigerant gas with a reduced environmental impact. Saipem 
CO2 Solutions technology, which is based on an innovative enzymatic process used for CO2 capture, allows 
for the use of waste heat, while avoiding the use of toxic substances employed in other processes. Saipem 
said heavy industries across all segments need an affordable post-combustion capture technology that 
minimizes or eliminates energy penalties, while avoiding adding more potential environmental liabilities. 
The company’s carbon-capture technology has been developed over the past 20 years by Canadian 
scientists and engineers, and supported by the governments of the U.S., Canada and the EU. For their 
revolutionary carbon-capture technology, Saipem turned to the living world for nature’s most 
powerful known catalyst for carbon management, the carbonic anhydrase (CA) enzyme. Naturally present in humans and all living 
organisms, CA is vital to the organic exchange of CO2 during respiration. Saipem developed a high-performance industrial version of 
carbonic anhydrase, a new enzyme named 1T1, which has the catalytic properties that dramatically accelerate CO2 capture as compared 
to conventional technologies. It does this using simple and harmless salt solutions, rather than the toxic solvents used by other capture 
technologies. The company developed an innovative industrial disruptive process using the enzyme at a very competitive operating cost. 
It is a carbon-capture solution that is clean and stable, with extremely fast absorption kinetics and low energy consumption and poses  no 
danger to human health or the environment. The CO2 Solutions by Saipem technology allows post-combustion emissions to be captured 
directly from industrial sources such as chimneys. The CO2 is then extracted for purification in order to be reused or converted.  
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STEEL: WORLDSTEEL SHORT RANGE OUTLOOK ISSUED IN APRIL FOR 2022 & 2023 

The World Steel Association forecasts that steel demand will grow by 0.4% in 2022 to reach 1.840bn tonnes after increasing by 2.7% in 
2021. In 2023, steel demand will see further growth of 2.2% to reach 1.881bn tonnes. The current forecast is made against the backdrop 
of the war in Ukraine and is subject to high uncertainty. The 
magnitude of the impact of this conflict will vary across regions, 
depending on their direct trade and financial exposure to Russia 
and Ukraine. There is an immediate devastating effect on 
Ukraine, consequences for Russia and major impact on the EU 
due to its reliance on Russian energy and its geographic proximity 
to the conflict area. The impact will also be felt globally via higher 
energy and commodity prices, especially raw materials for steel 
production and continued supply chain disruptions, which were 
troubling the global steel industry even before the war. Financial 
market volatility and heightened uncertainty will undermine 
investment. Such global spillovers from the war in Ukraine, along with low growth in China, point to reduced growth expectations 
for global steel demand in 2022. There are further downside risks from the continued surge in virus infections in some parts of the world, 
especially China, and rising interest rates. The situation in the U.S. is different as it is relatively insulated from the direct economic impact 
of the war in Ukraine. The expected tightening of U.S. monetary policies will hurt financially vulnerable emerging economies. The recovery 
of the global auto industry in 2021 was disappointing as the supply chain bottlenecks arrested the recovery momentum in the 
second half of the year. The war in Ukraine is likely to delay any return to normal of the supply chain issues, especially in Europe. Despite 
the slump in global auto production, the EV segment grew exponentially during the pandemic. Global sales of EVs in 2021 reached 6.6 
million units, almost doubling from 2020. The share of EVs in total car sales increased from 2.49% in 2019 to 8.57% in 2021.  

AUTOMOTIVE: NORTHVOLT FIRES UP SWEDISH GIGAFACTORY 

Northvolt became the first European start-up to design and produce a battery at a gigafactory on the continent as the Swedish group’s 
sub-Arctic plant fired up days before its new year deadline. Backed by companies such as VW, BMW, Volvo Cars and Ikea, Northvolt is the 

most prominent of a series of European contenders trying to establish themselves 
against Asian participants and Tesla in batteries. The first cell at Northvolt Ett, its 
gigafactory in Skelleftea, 200km south of the Arctic Circle in the north of Sweden, 
was produced in December. “This first cell is only the beginning. Over the course of 
the coming years, we look forward to Northvolt Ett expanding its production 
capacity greatly to enable the European transition to clean energy,” CEO and co-
founder Peter Carlsson said. Founded by two former Tesla managers, Northvolt has 
the support of some of Sweden’s biggest business figures including Spotify chief 

executive Daniel Ek and start-up backer Cristina Stenbeck, as well as the likes of Scania and Goldman Sachs. It is using Sweden’s large 
amount of renewable hydroelectric power to produce cells as sustainably as possible and hopes to tap into mineral deposits in the north 
of the region. The gigafactory will use 1.5% of Sweden’s electricity production when finished, while a nearby green steel project 
could consume up to a third of current capacity. Northvolt Ett, which employs more than 500 but will eventually have 3,000 
workers, is expected to produce 60 gigawatt-hours of batteries a year at full capacity, enough to supply 1 million electric cars. 
Northvolt was valued at $12bn when it last raised money, and has $30bn in orders, predominantly from carmakers. Volkswagen, which 
has $14bn of orders with it, is Northvolt’s biggest shareholder with 20%. The Swedish start-up said this year that it was no longer looking 
at just Europe but also Asia and North America as it sought to become a meaningful competitor to Panasonic, CATL, LG, SK Group and 
Samsung. Asian firms are targeting the European market, with LG and CATL expected to open battery plants next year in Poland and 
Germany respectively, while SK will expand its Hungarian factory. Northvolt is one of a number of European start-ups attempting to supply 
the continent’s traditional carmakers, with no fewer than three projects in neighboring Norway, although the authorities have warned 
there may not be enough power for all the factories given plans for green hydrogen and electrifying oil platforms. Deliveries from Skelleftea 
will begin some time next year, while upgrading of the factory’s capacity will take several years. Northvolt aims to have 150 GWh of annual 
production by the end of the decade and is seeking to build two more gigafactories in Europe, with one possibly in Germany.  
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ENERGY: AS GERMANY SHUTS NUCLEAR PLANTS, CAN EUROPE GO GREEN WITHOUT NUCLEAR POWER? 

Ten years ago after a tsunami hit the Fukushima reactor and caused a nuclear disaster, Germany decided to phase out its 12 nuclear power 
stations. Within months, the first plants were closed and by the end of 2022 the fuel rods for the last three will be disabled. Germany wants 

to be carbon neutral by 2045. The EU is aiming for net-
zero greenhouse emissions by 2050, but can Europe 
meet its goals if its biggest economy has abandoned 
nuclear power? European countries that produce 
nuclear power emit consistently lower levels of 
carbon dioxide than those that do not. Germany’s 
emissions per person were on average 43% higher than 
those of countries with nuclear power, mainly because 
it still relies heavily on fossil fuels for electricity and 
heating. Denmark and Iceland have managed to reduce 
emissions without using nuclear power, but they both 
benefit from windy shorelines where wind turbines whirl 
more powerfully. Most Germans supported the decision 

in 2011 and many still do. The Green party pledged to lobby other European countries to abandon nuclear power. Germany has gathered 
support from Austria, Denmark, Luxembourg and Spain in opposing the EU’s plans to classify nuclear power as “green” for investment 
purposes. Most of Germany’s neighbors are not listening. Of the 17 European countries producing nuclear energy, only Britain has plans 
to close any plants soon, and it is still building new ones. Although Switzerland has banned new construction, it will allow existing facilities 
to operate “as long as they are safe”. Poland, which is heavily reliant on coal, will start building its first nuclear power plant in 2026. Leaders 
of the Czech Republic, France, Hungary, Poland, Romania, Slovakia and Slovenia wrote to the European Commission to complain that 
their countries’ development of nuclear energy was contested by a number of Member States. With Germany recovering from catastrophic 
floods, global warming is high on the public agenda. Well-regulated nuclear power is safe and provides a stable source of emissions-free 
electricity, and Russia’s invasion of Ukraine has called into question EU reliance on Russian natural gas and oil. 

ENERGY: SOLAR+STORAGE WILL LEAD NEW U.S. GENERATION CAPACITY ADDITIONS 

Solar power paired with energy storage is expected to lead 
capacity additions in the U.S. power generation sector over 
the next two years, according to the latest Electric Monthly 
Update from the U.S. Energy Information Administration 
(EIA). Of the 85 gigawatt of new generating capacity 
expected to be added to the U.S. power grid from 2022 
to 2023, 60% or 51 GW will be composed of solar power 
and battery storage projects. Battery storage capacity 
and renewable capacity jumped in the U.S. in 2021, due in 
part to tax credits and falling technology costs, especially 
for batteries. Depending on the configuration and charging 
sources, part of that capacity is expected to be eligible for 
the federal Investment Tax Credit, which was extended to 
26% for 2022. It will fall to 22% for projects in 2023, before 
dropping to 10% in 2024 and subsequently phasing out. 
Energy analysts have said solar power should benefit from a number of policies enacted by governments worldwide in support of 
renewable energy, after the sector saw some projects slowed by the coronavirus pandemic. More than half of the 51 GW of planned solar 
and battery storage capacity within the next two years will be located in three states, with the largest share equivalent to 12 GW in Texas. 
The next largest share will be in California with 11 GW, followed by New York with 4 GW. Utility-scale solar accounts for 41 GW or 48% of 
the planned capacity in the U.S. during the next two years. Power plant developers and operators are projected to add 10 GW of battery 
storage capacity by 2023, with more than 60% to be paired with solar facilities.  

https://www.ulbrich.com/?utm_source=economic_update&utm_medium=pdf&utm_campaign=2022_05


Number 24 PAGE 11 MAY 2022 

ECONOMIC UPDATE www.ulbrich.com 

ENERGY: THE EXPONENTIAL VIEW OF SOLAR ENERGY COSTS 

The human brain is terrible at comprehending exponential growth. Much like the power of compound interest is a magical force for 
investors, it is also possible for innovations and technological breakthroughs to build off each other in the physical world, creating a similar 
compounding effect. In this chart, solar technology has surpassed all expectations from an economics perspective, including those initially 
set by the International Energy Agency (IEA). Then below is a new set of predictions for solar energy economics over the next 30 years. 
Solar Energy — The Technological Overachiever: Back in 2010, the cost of utility-scale solar power ranged between $0.25-$0.37 per kWh. 

This meant it was at least three times as 
expensive as fossil fuels, and that solar was 
highly cost-inefficient at the time. Going 
forward, most organizations projected a 
linear path for whittling down the cost of 
solar. The IEA, for example, forecast that the 
global cost of solar would drop to roughly 
$0.22 per kWh by 2020. In reality, however, 
the price dropped to about one-fifth of that 
at $0.04 per kWh. 
Wright’s Law: Ramez Naam, the co-chair for 
energy and the environment at Singularity 
University, points out that the exponential 
decrease in solar costs stem from Wright’s 
Law: For most technologies, every doubling of 
cumulative scale of production will lead to a 
fixed percentage decline in cost of the 
technology. Professor Naam says this occurs 
through “learning-by-doing”, and more 
specifically: (1) Innovation that improves the 
technology itself; and (2) Innovation that 
reduces the amount of labor, time, energy 
and materials needed to produce the 
technology. Put another way, the more solar 
panels we make and the more we install, the 
better we get at the whole process over time. 
Once we’re making thousands or millions of 
panels, the costs come down exponentially, 
as with lithium-ion batteries. 
The Future of Solar Costs: Over the years, 
Naam has taken his own stab at forecasting 
the cost of solar energy into the future, 
leveraging the idea of Wright’s Law. The 
chart at left shows what he sees coming, 
based on using a 30% learning rate* for solar. 
Based on these projections, even the 
costliest of solar installations will be more 
economical than the cheapest of utility-scale 
fossil fuel plants. This means solar can 
basically go anywhere, and make sense from 

a cost perspective.  *The learning rate is the fixed percentage decline that occurs with every doubling of the scale of production. 
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AEROSPACE/INNOVATION: THREE EMERGING TRENDS IN THE SPACE INDUSTRY 

Over the past several decades, space and satellite 
technology has become the invisible foundation of our 
digital world. Seventeen-hundred active satellites are 
currently orbiting the Earth, and together, they enable many 
of the technologies we use on a daily basis. Looking forward, 
this industry is on the cusp of a significant ramp-up. Recent 
technological breakthroughs have drastically reduced the 
cost of rocket launches, and by 2030, analysts expect the 
number of active satellites to increase by several 
magnitudes. Greater satellite coverage is significant because 
it could unlock futuristic solutions such as drone deliveries, 
or bring internet access to the world’s underserved.  
#1: Products/services focused on orbital & sub-orbital 
spaceflights: This segment includes reusable launch 
systems, hypersonic travel and satellite connectivity. 
Rocket reusability has the greatest potential because it 
could greatly lower the cost of launches going forward. 
Rocket reusability can significantly drive down costs and 
allow companies to cost-effectively launch thousands of 
satellites into low Earth orbit (LEO). LEO refers to an altitude 
of 100 to 1,200 miles, as opposed to geostationary orbit 
(GEO) which has an altitude of roughly 22,000 miles. The 
primary benefit of LEO satellites is that they have a much 
lower latency (delay measured in milliseconds) as opposed 
to GEO satellites. The drawback of LEO is that each satellite 
covers a much smaller area of the Earth, though the ability 
to launch many satellites at relatively low cost negates this 
problem.  
#2: Technologically enabled products/services for space 
exploration: This segment includes sectors that support 
space exploration, including unmanned aerial vehicles and 
astrionics (electronics used in spacecraft). An important 
technology within this sector is 3D printing, which is a form 
of additive manufacturing that builds objects layer-by-layer. 
While still a relatively new technology, the use of 3D printing 
within the space industry is growing. Increasing activities in 
space are likely to create downstream benefits for the 3D 
printing industry. Analysts believe the industry could be 
worth $120 billion in 2030, up from $15 billion in 2020. 
#3: Other relevant products and services: This final 
segment includes urban air mobility, satellite imaging and 
satellite communication. Decreasing rocket launch costs 
will be a significant catalyst for these sectors. One area of 
focus is autonomous drones, which would rely heavily on 
satellite GPS. These drones could unlock value for ecommerce businesses by reducing the cost of deliveries. The potential cost savings 
from drone deliveries would benefit businesses, by way of larger margins, as well as consumers, through improved convenience.  
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INNOVATION/AEROSPACE: HOW DRONES ARE RESHAPING HOME DELIVERY 

Wing, which is owned by Alphabet, Google’s parent company, is already operating its drone delivery services in three countries. As this 
technology expands, businesses will be able to deliver goods more safely, efficiently, faster and at a lower cost than conventional road 

transportation. Currently, last-mile delivery accounts for over 50% of the total cost to ship 
a package. In the next decade, the number of last-mile delivery vehicles on roads is set 
to grow by 36%, increasing emissions by 30% and adding 11 minutes to the average 
commute. By leveraging the underutilized space above, drone delivery can lessen reliance 
on the ground, cutting costs and emissions, reducing congestion and making roads safer. 
A recent study conducted by Virginia Tech University found that drone delivery at scale in 
an average U.S. metro area could save the average consumer up to 56 hours per year by 

reducing unnecessary errands and trips; generate up to $284,000/year in new sales for a typical restaurant; reduce vehicle traffic by 294 
million miles per year, equivalent to taking 25,565 cars off the road; avoid up to 568 car crashes per year; and displace up to 113,900 tons 
of CO2 per year, equivalent to planting 46,000 acres of new forest. The use of drones in-home deliveries could expand the market reach of 
local businesses by 2x or 3x by 2030. The wider operating area could enable companies to reach 250,000 more households and would 
increase product variety for consumers by 3x to 8x. Wing’s drones are custom-designed to deliver packages safely, reliably and very 
quickly. Once a customer submits an order, a drone picks up the package at the delivery facility. The drone then climbs to a cruise height 
on average of about 150/ft above ground, flying to the designated delivery destination typically in several minutes. Once at the customer 
destination, the drone slows down, hovers, descends to a delivery height approximately 20/ft above the ground, and then lowers the tether 
and automatically releases the package in the desired delivery area. Wing has  flown more than 200,000 flights to confirm the safety of its 
operations, with no safety incidents in the tens of thousands of deliveries made across three continents. Drone delivery has the potential 
to reduce inequalities in access to quality products, notably for the elderly, people with disabilities or health issues and those in more 
rural areas. Currently, drone delivery is confined to a number of communities in the U.S., Australia and Finland. Industry and governments 
will need to work together for companies to scale beyond these trials to make commercial drone deliveries at global scale a reality.  

AEROSPACE: AIRLINES ARE TAKING OFF AGAIN AFTER A TWO-YEAR LONG CRISIS 

Airlines are taking off again after a two-year-long 
crisis, a rapid recovery for an industry that was one 
of the worst hit by COVID-19. In April 2019, 
scheduled flights totaled 300,000 or 10,000 a day. A 
year later, travel restrictions linked to the pandemic 
had slashed that by nearly two-thirds. International 
routes were hardest hit. By April 2021, the industry 
was 12 months into the crisis, and flight volumes 
were still 43% lower than two years earlier. Some 
airlines had already gone bankrupt and the rest 
were losing tens of billions of dollars between them 
despite government support. By this April, demand 
for flying had snapped back as airlines raced to put 
planes back into the air. Scheduled flights for April 
were just 11% below the same month in 2019. 
Data on nearly 100mn scheduled flights were 
analyzed to track how big markets and carriers have 
fared since the start of the pandemic. The data 
shows a steady recovery over the past few months. 
It illustrates an uneven recovery: split by geography, 
type of airline and length of trip and underlines that 
the industry remains vulnerable to the risk of new travel restrictions. Western airlines are still only operating skeleton services to Asia, 
where travel rules remain in some countries, and the closure of Russian airspace to Western airlines adds a layer of complexity.  
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MEDICAL: MICROPLASTICS FOUND IN LUNG TISSUE FROM LIVE HUMAN BEINGS FOR THE FIRST TIME 

Earth is now pretty much covered in a thin layer of plastic. Tiny fragments abound in the water we drink, the condiments we flavor our 
food with and the air we breathe. They have even been found in our blood. A team of UK researchers has identified minute particles of 

plastic in lung tissue removed from live human patients, marking the 
first time such materials have been observed in living human 
patients. Past studies have shown that plastics of all sizes have been 
winding up in places all across the planet. Recent studies have found tiny 
bits of plastics in animals and humans. In March, a team in the 
Netherlands reported finding microplastics in the bloodstream of a live 
human patient. In this new UK effort, researchers found microplastics in 
lung tissue taken from live hospital  patients. Suspecting that micro-sized 
bits of plastic might be inhaled, the researchers worked with surgical 
teams and their patients. The patients were undergoing surgery for 
treatment of various lung ailments and agreed to allow tissue removed 
from their lungs during surgery to be examined by the research team, 
which was able to collect 13 samples. They found bits of plastic in 11 of 
them. The researchers found 12 different kinds of plastics, including 

those used in common household applications, such as clothing, packaging and bottles. Most surprising was where the plastic bits were 
found. In addition to the upper part of the lungs, where such particles would be expected to collect, the team found them in the lower 
regions. The airways in such parts of the lungs are much smaller, making it much more difficult for particles to reach them. The researchers 
found higher levels of the plastics in male patients vs. female patients. No one really knows what impact the tiny bits of plastic might be 
having on the body and the health of the people who have them. However, microplastics cause damage to human cells in a lab setting, 
and air pollution particles are already known to enter the body and cause millions of early deaths a year.  

COMMODITIES: ELECTRIC VEHICLE TARGETS ‘IMPOSSIBLE’ WITHOUT CHANGES TO LITHIUM PIPELINE 

Battery manufacturers are confronting a severe lithium shortage, highlighting the need to challenge China’s dominance of raw material 
supplies, an Australian lithium producer has warned. Stuart Crow, chair of Lake Resources, said Western companies and governments 
had failed to build adequate supply chains for lithium, making the sudden boom in electric vehicle manufacturing unsustainable. 
“There simply isn’t going to be enough lithium on the face of the planet, regardless of who expands and 
who delivers, it just won’t be there,” he said. “The carmakers are starting to sense that maybe the battery 
makers aren’t going to be able to deliver.” Lithium-ion batteries play a critical role for governments hoping 
to decarbonize their economies, and the West is working to loosen China’s grip on the lithium supply chain 
and processing capacity in particular. Disruption from the war in Ukraine and sanctions imposed on Russia 
have also underlined the importance of supply security “Right now, China owns basically 70-80% of the 
entire supply chain for EVs and lithium-ion batteries, and therefore energy storage,” Crow said. “The West 
has been remarkably slow to adopt a strategy to try and assist and secure a supply chain.” Lake Resources 
is developing a lithium production plant in Argentina. There it will use technology developed by U.S. company Lilac Solutions, backed by 
Bill Gates, to extract lithium directly from brine, rather than the more common evaporation method. It plans to produce 50,000 tonnes of 
lithium carbonate a year by 2025 and is focused on building supply chains that bypass China. Lake Resources’ plant in Argentina has yet 
to produce any lithium carbonate, despite having been set up in 2015. Crow said that was a result of the time it takes to develop lithium 
projects, which carmakers had not adequately factored in when setting EV production targets. “The forecasts for the lithium deficit this 
year vary from 50,000 tonnes per annum to 400,000 tonnes, on a market that looks potentially to produce 450,000 tonnes a year,” he said. 
“Anecdotally, we’re hearing stories of two very large battery makers in the market trying to source 150,000 tonnes each of lithium 
hydroxide this year, and with 450,000 tonnes of supply, it’s not going to happen.” While the U.S. wants half of all car sales to be EVs 
by 2030, the EU has proposed banning internal combustion engine car sales by 2035. Big names including Volkswagen, Ford, Stellantis, 
General Motors and Toyota have all announced ambitious targets to ramp up EV production and phase out gasoline cars. The IEA estimates 
global EV sales must reach 47mn a year by 2030 to ensure transport emissions fit with its “sustainable development scenario”, which 
would keep global warming well below 2°C, in line with the Paris climate accord.  
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COMMODITIES: CHINA’S DOMINANCE IN CLEAN ENERGY METALS 

Renewable sources of energy are 
expected to replace fossil fuels over 
the coming decades, and this large-
scale transition will have a 
downstream effect on the demand 
for raw materials. More green energy 
means more wind turbines, solar 
panels and batteries needed, and 
more clean energy metals to build 
these technologies. This graphic 
illustrates where the extraction 
and processing of key metals for 
the green revolution take place. 
Despite being the world’s biggest 
carbon polluter, China is also the 
largest producer of most of the 
world’s critical minerals for the green 
revolution. 
Where Clean Energy Metals are 
Produced: China produces 60% of all 
rare earth elements used in high 
technology devices. The country also 
has a 13% share of the lithium 
production market, dominated by 
Australia (52%) and Chile (22%). The 
highly reactive element is key to 
producing rechargeable batteries for 
mobile phones, laptops and electric 

vehicles. China is the dominant economy when it comes to processing operations. China’s share of refining is around 35% for nickel, 58% 
for lithium, 65% for cobalt and 87% for rare earth elements. Despite being the largest economy in the world, the U.S. is not among the 
largest producers of any of the metals listed. To shorten the gap, the Biden administration recently launched an executive order to review 
the American strategy for critical and strategic materials. Russia does not appear among the top producers when it comes to clean energy 
metals, despite being one of the world’s leading producers of minerals like copper, iron and palladium. 
Low Regulation in the Clean Metal Supply Chain: While China leads all countries in terms of cobalt processing, the metal itself is 
primarily extracted in the Democratic Republic of Congo. Still, Chinese interests own 15 of the 17 industrial cobalt operations in the DRC. 
The DRC’s cobalt production has been tainted by reports of corruption and lack of regulation. Part of the Congolese cobalt comes from 
artisanal mines with low regulation. Of the 255,000 Congolese artisanal miners, 40,000 are children, some as young as six years old. 
The Rise of Clean Energy Metals: The necessary shift from fossil fuels to renewable energy opens up interesting questions about how 
geopolitics and these supply chains will be affected. In the race to secure raw materials needed for the green revolution, new world powers 
could emerge as demand for clean energy metals grows. For now, China has the lead.  

         __  _________________________________________________________________________________________________________   
NEWSLETTER DISCLAIMER:  This publication is for informational purposes only and should not be considered or construed as 
representations or advice by Ulbrich Stainless Steels and Special Metals, Inc. To the best of our knowledge, the information contained 
herein is accurate and reliable as of the date of publication; however, it should not be used or relied upon in regard to any specific facts or 
circumstances. The views set forth herein are the personal views of the authors and do not necessarily reflect those of Ulbrich. Further, 
the Company does not assume any liability whatsoever for the accuracy and completeness of the information contained in this report. 
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Ulbrich’s Economic Update is prepared monthly by Charles Finnegan for the exclusive use of
Ulbrich Stainless Steels & Special Metals, Inc. This issue and previous Economic Updates
are archived on Ulbrich’s website: www.ulbrich.com/blog

Charles was a Senior Vice President of procurement in the metal container industry,
with a career spanning nearly four decades. He specializes in steel and aluminum
procurement and utilizes his expansive knowledge of the steel and aluminum
industry in the production of this detailed monthly update for Ulbrich and
the company’s valued employees and partners.

WE’RE YOUR SUPPLY CHAIN PARTNER.

Gain Access to Ulbrich’s Supply Chain Network
Partnering with Ulbrich means you will have a dedicated team, from metallurgy to inside sales to 
outside sales that will work to understand and meet your requirements. Our superior internal 
communication and communication with the customer from the onset of a new production item 
makes it a seamless process from production to your door. Once the appropriate alloy and 
thickness is chosen, we take care of meeting specifications and holding the material, then shipping 
as needed. This way, you will never have to take the risk of storing too much material on your 
production floor, receive the wrong material, or never be without the necessary material.

CONTACT US WITH ANY SPECIFIC NEEDS
Ulbrich Stainless Steels & Special Metals, Inc., has highly trained and experienced engineers, 
product managers, metallurgists, and sales executives available to assist you in all aspects of 
material selection and production of your stainless steel or special metals requirements. 

   Call   |   800-243-1676 or 203-239-4481
Email   |   economicupdate@ulbrich.com

ULBRICH CORPORATE HEADQUARTERS
153 Washington Avenue, P.O. Box 294

North Haven, CT 06473

HOW  IT WORKS
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