
 

 
 

 

Number 28 PAGE 1 SEPTEMBER 2022 
 

 

ECONOMIC UPDATE www.ulbrich.com 

 
  
 

EXECUTIVE SUMMARY 

AMERICAS: PRODUCTION AT U.S. FACTORIES REBOUNDED 0.7% IN JULY  after declining 0.4% the prior month. Output at 
auto plants surged 6.6%. Other July data showed: Durable goods orders were unchanged after increasing 2.2% in June. Industrial output 
climbed 0.6%, driven by gains in manufacturing and mining. The trade deficit narrowed by 12.6% as exports hit a record high. Import 
prices fell 1.4%, the first drop in seven months, helped by a strong dollar. Producer prices fell 0.5%, the first negative reading since April 
2020. Consumer prices were unchanged, as inflationary pressures eased mainly due to lower gasoline prices. Retail sales held constant 
even as falling gasoline prices lowered receipts at service stations. Existing home sales fell to a two-year low and have now plunged 20.2% 
on a YOY basis. Manufacturing activity grew steadily in August as employment and new orders rebounded, while a further easing in price 
pressures strengthened expectations that inflation has peaked. Other August data showed: The services industry picked up again amid 
stronger order growth and employment, while supply bottlenecks and price pressures eased. Employers added 315,000 jobs, a slower 
but still solid pace in a tight labor market. The jobless rate rose to 3.7% as more people entered the job market. Consumer sentiment 
rose more than expected, suggesting Americans are growing more optimistic as gas prices continue to drop. U.S. worker productivity in 
the 2ndQtr fell at its steepest pace on an annual basis since 1948, while growth in unit labor costs accelerated 10.8%. Hundreds of 
thousands of manufacturing jobs returned to the U.S. last year. The push for domestic supply of essential goods propelled reshoring and 
foreign direct investment (FDI) jobs to a record 261,000, bringing the total jobs announced since 2010 to over 1.3mn. 
OVERSEAS: CHINA’S ECONOMY STUMBLED IN JULY AS A BOOST FROM EASING LOCKDOWNS FADED.  Economic 
activity slowed across the board, including factory output, investment, consumer spending, youth hiring and real estate. Eurozone 
business activity in August suffered its biggest contraction in 18 months as a result of higher prices, falling demand and rising inventories, 
adding to fears of an impending recession. Russia’s war in Ukraine looks set to trigger a recession in Eastern Europe later this year.  
STEEL: STAINLESS SURCHARGES REDUCED MILL PRICES IN AUGUST FOR THE THIRD-CONSECUTIVE MONTH . August 
nickel prices held steady, so September surcharge declines will be limited, with most of the change attributed to ferrous scrap. Hot-rolled 
coil prices in late August were 47% lower than their peak of $75/cwt in April. The USW reached a tentative deal on a new, four-year contract 
on behalf of roughly 12,000 members at 13 Cleveland-Cliffs locations ahead of the September 1st expiration of the current contract.  
AUTOMOTIVE: CALIFORNIA WILL HALT SALES OF GASOLINE-POWERED VEHICLES BY 2035 . Starting in 2026, 35% of the 
new vehicles sold in California must not emit tailpipe pollution. U.S. new vehicle prices were expected to hit a record high of $46,259 in 
August (an 11.5% increase YOY) on the back of strong demand despite rising interest rates. Retail sales of new vehicles were expected to 
reach 980k in August, a 2.6% decrease from a year ago. Honda and LG Energy Solution plan to build a $4.4bn EV battery factory in Ohio. 
ENERGY: JAPAN PLANS TO RETURN NUCLEAR ENERGY TO A CENTRAL PLACE IN THE COUNTRY’S ELECTRIC GRID. 
Tokyo aims to bring seven reactors back into service, for a total of 17, and will invest in developing and installing next-generation reactors. 
The droughts hitting Europe are impacting its energy production. Hydroelectric power has fallen some 20% since 2021. Germany plans 
to postpone the closure of the country’s last three nuclear power plants as it braces for a possible shortage of energy this winter.  
MEDICAL: MEDICARE WILL HAVE THE POWER TO NEGOTIATE DRUG PRICES UNDER NEW LEGISLATION,  which is 
expected to save $265bn. U.S. residents are paying twice as much or even more for their prescription drugs. Research by Rand Corporation 
found that U.S. prescription drug prices surpass those in 32 other countries by around 150% on average. The path for over-the-counter 
sales of hearing aids was cleared by the FDA, and a mix of new entrants is expected to shake up the sector and drive down prices.  
AEROSPACE: AMERICAN HAS AGREED TO PURCHASE 20 SUPERSONIC OVERTURE PLANES  from Boom Supersonic. The 
deal is the second firm order for Boom, still years from building its first commercial airplane. United made a commitment last year to buy 
15 Overture jets. Boeing jetliner deliveries fell to a five-month low of 26 airplanes in July, highlighting pressure on global supply chains. 
COMMODITIES: SLOWING ECONOMIC GROWTH IS WEIGHING ON INDUSTRIAL METALS PRICES  but zinc and aluminum 
are likely to rebound if sky-high energy prices force European smelters to cut output further. Stockpiles of both metals are low, adding to 
supply fears. Miners will struggle to expand operations in the U.S. to meet a deadline for sourcing key minerals domestically or from select 
countries as set out by the new IRA legislation. The guidelines exclude Indonesia and Argentina, major providers of nickel and lithium.  
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THE AMERICAS 
• The producer price index declined 0.5% in July, the first 

negative reading since April 2020. In the 12 months through 
July, the PPI increased 9.8% after advancing 11.3% in June. 
There was a drop of 1.8% in goods prices. A 16.7% drop in 
gasoline prices accounted for 80% of the decline. Food 
prices gained 1.0%, while the cost of services was up 0.1%. 

• U.S. import prices fell 1.4% in July, the first drop in seven 
months, helped by a strong dollar and lower fuel costs. 
Imported fuel prices dropped 7.5%. The dollar has gained 
10% against the currencies of major U.S. trade partners 
since January. Export prices fell 3.3% in July.   

• The U.S. trade deficit narrowed sharply in July due to 
weaker demand for imported consumer goods and 
industrial supplies. The trade deficit fell 12.6% to $70.6bn. 
Exports of goods and services edged up 0.2% to $259.3bn, 
hitting a record high while imports fell 2.9% to $329.9bn. 

• Retail sales were unchanged in July as falling gasoline 
prices weighed on receipts at service stations, but 
consumer spending appeared to be holding up. The 
national average gasoline price fell to $4.27/gal the last 
week of July after hitting an all-time high just above $5.00 
in mid-June. Sales at service stations dropped 1.8%, while 
receipts at auto dealerships declined 1.6%. 

• Durable goods orders were unchanged in July after 
increasing 2.2% in June. They were restrained by a 0.7% 
decline in orders for transportation equipment. Orders for 
motor vehicles and parts rose 0.2%. Orders for civilian 
aircraft soared 14.5% but were offset by a 49.8% plunge in 
orders for defense aircraft. Boeing reported it had received 
130 aircraft orders compared to only 50 in June.  

• Employers added 315,000 jobs in August, down from the 
prior month’s revised 526,000 jobs. The deceleration 
marked a pullback from robust gains that characterized 
much of the past two years. The jobless rate rose to 3.7%. 
The increase in the unemployment rate reflected more 
workers entering the labor force. 

• The U.S. leading economic indicators declined for a fifth 
consecutive month in July, suggesting recession risks are 
rising in the near term. The Conference Board projects the 
economy will not expand in the 3rdQtr and could tip into a 
short but mild recession by the end of the year or early 2023. 

• New orders for U.S.-manufactured goods unexpectedly 
fell 1.0% in July, weighed down by a 40.7% plunge in 
defense aircraft bookings, but the overall manufacturing 
industry remains resilient. Orders for machinery rose as did 
those for fabricated metal products. 

• The consumer price index rose by 8.5% YOY in July, a 
slower annual increase vs. June, as inflationary pressures 
eased, mainly due to lower gasoline prices which fell 7.7%. 
The core index excluding volatile food and energy prices 
rose 5.9% over the last 12 months. There was no increase in 
the CPI between June and July, compared with a 1.3% 
monthly rise the previous month. On an annual basis, the 
growth in the CPI fell back from a 9.1% increase in June. 
 
 
 
 
 
 
 
 
 
 
 
 
 

• U.S. worker productivity in the 2ndQtr fell at its steepest 
pace on an annual basis since 1948, while growth in unit 
labor costs accelerated 10.2%, suggesting strong wage 
pressures will continue to help keep inflation elevated. 
Nonfarm productivity fell at a 2.4% pace from a year ago. It 
also declined sharply in the 2ndQtr at a 4.1% annualized rate, 
after having declined 7.4% in the 1stQtr of the year. Hourly 
compensation rose 6.7% vs. a year ago.  
Key Update: Large shifts in the composition of the U.S. 
workforce in the wake of the COVID-19 pandemic have made 
it harder to measure underlying productivity growth, which 
some economists put at about 1.0% or less, making the 
Federal Reserve's fight against inflation more difficult.  

• Production at America’s factories rebounded 0.7% in July 
after declining 0.4% in June. Output at auto plants surged 
6.6%. Mining production increased 0.7%, continuing to be 
underpinned by oil and gas extraction. Output at utilities 
fell 0.8%. The rise in manufacturing and mining output 
helped to lift overall industrial production by 0.6%. Capacity 
utilization for the manufacturing sector increased half a 
percentage point to 79.8%. 

• Consumer sentiment rose more than expected in August as 
year-ahead inflation expectations eased, suggesting 
Americans are growing more optimistic as gas prices 
continue to drop. They see costs rising 4.8% over the next 
year vs. July’s 5.2%. The University of Michigan’s final 
sentiment index climbed to 58.2 from 51.5 in July.  

https://www.ulbrich.com/?utm_source=economic_update&utm_medium=pdf&utm_campaign=2022_09
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• Hundreds of thousands of manufacturing jobs have 

returned to the U.S. over the past decade. In 2021, the 
private and federal push for domestic supply of essential 
goods propelled reshoring and foreign direct investment 
(FDI) job announcements to a record 261,000, bringing the 
total jobs announced since 2010 to over 1.3mn. The number 
of companies reporting new reshoring and FDI set a new 
record of over 1,800 companies.   
 
 
 
 
 
 
 
 
 
 
 

 
 
 
• U.S. manufacturing activity grew steadily in August as 

employment and new orders rebounded, while a further 
easing in price pressures strengthened expectations that 
inflation has peaked. Supply chains are gradually 
improving. The ISM index held contant at 52.8.  

• The U.S. services industry picked up again in August for 
the second-straight month amid stronger order growth and 
employment, while supply bottlenecks and price pressures 
eased, reinforcing the view that the economy was not in 
recession despite output sinking in the first half of the year. 

• Existing home sales fell 5.9% to a fresh two-year low in July 
and have now plunged 20.2% on a YOY basis. The 30-year 
fixed-rate mortgage is hovering around an average of 
5.22%, up from 3.22% at the start of the year. Home prices 
remain elevated. Sales of new homes plunged 12.6% to a     
6.5-year low and were down 29.6% YOY. Housing starts 
dropped 9.6% YOY, the lowest level since February 2021. 

• Construction spending declined 0.4% in July as rising 
mortgage rates weighed on single-family homebuilding, 
offsetting a rebound in outlays on public projects. Spending 
on public construction projects surged 1.5%. 

• U.S. consumer spending rose 0.1% in July, a slowdown 
from June, when spending increased 1%. Americans spent 
less on certain goods—such as gasoline—in July, while they 
increased their outlays on services and long-lasting goods. 
Personal incomes edged up 0.2%.  

• U.S. steel mills shipped 7.606mn tons of steel in June, a 
5.3% drop from a year ago. Shipments YTD for six months 
were 45.973mn tons, virtually no change from the first half 
of 2021 shipments. (See Appendix: Steel, page 8)  

• Foreign steel imports into the U.S. in July totaled 2.672mn 
tons, including 2.274mn tons of finished steel. Total and 
finished steel imports are up 10.4% and 31.8%, respectively 
year-to-date vs. 2021. Finished steel import market share 
was estimated at 25% in July and for the YTD.  

• Stainless steel surcharges reduced stainless mill prices in 
August for the third-consecutive month. Buyers have 
slowed purchasing awaiting the market bottom. The 
tightness that gripped the market through 2021 and into 
2022 has eased and may pressure base prices. July service 
center inventories were up 55% YOY. August nickel prices 
held steady, so September surcharge declines will be 
limited, with most of the change attributed to ferrous scrap. 

• The United Steelworkers reached a tentative labor 
agreement on a new, four-year contract for 12,000 members 
at 13 Cleveland-Cliffs locations ahead of the September 1st 
expiration of the current contract. The tentative agreement 
improves wages and health insurance provisions for 
workers and retirees and includes a commitment for Cliffs 
to invest $4bn in USW represented facilities over its term.  

• Steel companies are announcing maintenance outages at 
several mills in the U.S. that will occur over the autumn 
months, which traditionally act as a barrier to steel product 
price declines. Hot-rolled coil prices in late August were 
47% lower than their peak of $75/cwt or $1500 a ton in early 
April. They now hover at about $40/cwt or $800 per ton.  

• J.D. Power and LMC Automotive bumped up their 2022 
global light-vehicle sales forecast by nearly 1mn units to 
81.8mn due to a resurgent China market, which is expected 
to have an 8% growth in sales compared with last year. U.S. 
retail sales of new vehicles were expected to reach 980,400 
units in August, a 2.6% decrease from a year earlier.  

• Ford Motor Co plans to shed 3,000 employees and contract 
workers, citing a need to reshape its labor force as it invests 
tens of billions of dollars in making electric vehicles. The 
company plans to cut the jobs of 2,000 salaried employees 
and another 1,000 contract workers. The cuts, while spread 
across the U.S., Canada and India, will be concentrated 
around the carmaker’s Dearborn headquarters.   

• Honda and LG Energy Solution plan to build a $4.4bn 
electric vehicle battery factory in Ohio, the latest tie-up 
between auto makers and battery suppliers seeking to 
expand capacity by sharing upfront costs. Construction will 
start early next year and production by the end of 2025. 

https://www.ulbrich.com/?utm_source=economic_update&utm_medium=pdf&utm_campaign=2022_09
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• The Inflation Reduction Act is designed to combat climate 

change, lower prescription drug costs and raise some 
corporate taxes. While annual net greenhouse gas 
emissions are forecast to be significantly lower by 2030 than 
they would be if the country’s current policies were 
maintained, the target is still out of reach. The U.S. is more 
likely to come closer to the desired level by 2035. The bill 
authorizes $370bn for energy and climate programs, 
making it the biggest clean energy investment by the 
federal government in U.S. history.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
• The landmark U.S. climate legislation (IRA) is a boon for 

would-be buyers of electric vehicles: It includes a $7,500 
point-of-sale tax credit for any purchase of a qualifying new 
EV, and $4,000 off the purchase of a used one. But the bill 
doesn’t solve one of the biggest challenges facing buyers: 
inventory. In a recent survey of thousands of EV owners, 
respondents said they waited almost seven months on 
average for their battery-powered vehicle. 
(See Appendix: Automotive, page 10) 

• The electric-vehicle charging industry has had more than 
$4.8bn invested into it this year. Some of the biggest roll-
outs this year include a $1bn announcement by BP and 
Iberdrola for 11,000 fast chargers across Europe and a 
$650mn investment across the U.S. by Blackrock, Daimler 
Truck and NextEra Energy Resources. Electrify America also 
got a $450mn injection from parent Volkswagen and 
Siemens for its U.S. charging network.  
Key Update: Cumulative investment in charging is expected 
to exceed $360bn globally by 2030. More than $1.4 trillion is 
needed in a net-zero scenario where the entire vehicle fleet 
would be on track to be electric by 2050. Around 60% of this 
investment is expected to be used for putting DC fast chargers 
between 50 kW and 1,000 kW in the ground.  

• Rivian Automotive reported its net loss in the 2ndQtr nearly 
tripled to $1.7bn. Revenue for the quarter was $364mn as it 
increased production and deliveries of its first three models. 
Rivian started manufacturing 
electric vehicles for the first time 
late last year. The company 
affirmed its 2022 production 
guidance of building 25,000 
vehicles by the year’s end, but said its operating loss is 
expected to grow to $5.45bn for the full year. Rivian said it 
expected losses to shrink as its plant in Normal, Illinois, runs 
closer to full annual capacity of 150,000 vehicles.  

• Deere & Co reported net income of $1.88bn on sales of 
$13.0bn for the quarter ended July 31 and revised its full-
year profit outlook, as the world's largest farm equipment 
maker grappled with parts and semiconductor shortages 
stemming from supply chain constraints. With order books 
full for 2023, annual revenue growth may signal that supply 
chain issues will start to abate ahead of next year's planting. 

• U.S. new vehicle prices were expected to hit a record high 
of $46,259 in August (an 11.5% increase YOY) on the back of 
strong demand despite rising interest rates. Retail sales of 
new vehicles were expected to reach 980,400 units in 
August, a 2.6% decrease from a year earlier.  

• The California Air Resources Board enacted a rule that 
would halt sales of gasoline-powered vehicles by 2035 in the 
state. Starting in 2026, 35% of the new vehicles sold in 
California must not emit tailpipe pollution. The target rises 
each year, hitting 68% in 2030 and 100% in 2035, with a 
small share allowed to be plug-in hybrid electric vehicles. 
Key Update: California represents 12% of the U.S. market, 
with 1.9mn cars sold in 2021. The push on zero-emission cars 
will press manufacturers to electrify their line-ups faster. 

• Boeing jetliner deliveries fell to a five-month low of 26 
airplanes in July, highlighting pressure on global supply 
chains. Deliveries included 23 737 MAX jets and three wide-
body freighters, bringing MAX deliveries so far this year to 
212 jets and total deliveries to 242. The figures don’t include 
the resumption of 787 Dreamliner deliveries after a year-
long suspension over production issues.  

• The first commercial space greenhouse will be launched 
by Redwire Corp in the Spring of 2023 to boost crop 
production research outside Earth and support exploration 
missions. NASA aims to send astronauts to the moon and 
establish a long-term lunar colony as a precursor to the 
eventual human exploration of Mars. The project will 
enhance humanity's ability to grow crops in space.   
(See Appendix: Aerospace, page 14) 
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• American Airlines has agreed to purchase 20 supersonic 

Overture planes from Boom Supersonic. The deal is the 
second firm order in the last two years for Boom, still years 
from building its first commercial airplane. United made a 
commitment last year to 
buy 15 Overture jets. Boom 
says the Overture jet will fly 
as fast as Mach 1.7, or 1,304 
mph, dramatically cutting 
trans-Atlantic and Pacific flight times. A Seattle to Tokyo 
flight, which typically takes just over 10 hours, could be 
completed in six hours in an Overture.  

• SpaceX will launch five more astronaut missions to the 
International Space Station at the end of the decade for  
NASA under a $1.4bn contract order. This new order would 
boost the company's total contracted missions for its Crew 
Dragon astronaut capsule to fourteen. 

• Medtronic has worked through some of its immediate 
supply chain problems, after grappling with shortages in 
tray packaging and resins, and built out its manufacturing 
capacity, CEO Geoff Martha said in a earnings call for the 
company’s fiscal 1stQtr. However, shortages of sem-
iconductors are expected to linger through the rest of the 
Medtronic’s fiscal year. (See Appendix: Medical, page 13) 

• Medicare will have the power to negotiate drug prices 
under the Inflation Reduction Act, which is expected to save 
$265bn. Out-of-pocket spending on prescription drugs can 
be capped at $2,000 a year starting in 2025 for participants 
in Medicare Part D, the prescription drug plan for seniors. A 
$35 insulin price cap was limited to Medicare patients. The 
law also has implications for makers of medical devices.  
Key Update: The legislation contains multiple references to 
medical devices and diagnostics. Creation of domestic 
manufacturing capacity for diagnostics and medical devices 
is among the activities covered by the spending plan.   

• Reports of faulty Philips ventilators and sleep apnea 
machines rose in the 2ndQtr. Philips says it is halfway 
through a recall of 5.5mn the devices in the U.S. due to the 
threat posed by a foam part they contain, a problem that 
has alarmed customers, damaged the company's 
reputation and helped wipe $30bn off its market 
capitalization. U.S.-based Resmed Inc, which has 60% of the 
market for sleep apnea devices, has benefited from the 
Philips recall, gaining 10% market share as a result.  

• The path for over-the-counter sales of hearing aids was 
cleared by the FDA, and a mix of new entrants including 
startups, big tech companies and retailers such as Best Buy 
is expected to shake up the sector and drive down prices. 

• U.S. residents are paying twice as much or even more for 
their prescription drugs. Research by Rand Corporation 
found that U.S. prescription drug prices surpass those in 32 
other countries by around 150% on average. U.S. patients 
are even paying triple the price for Rx drugs as Koreans, 
Portuguese and Australians. Limited competition among 
U.S. drug companies has been pointed out as one of the 
reasons explaining the big gap between U.S. Rx spending 
and the rest of the world. A regulatory apparatus that is 
focused on safety but not on affordability is another. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
• U.S. electricity generation from renewable sources is 

expected to make up 22% of electricity generation in 2022 
and 24% in 2023. Renewables accounted for 20% of 
electricity generation both in 2020 and 2021. This year and 
the next more generating capacity from wind and solar will 
come online and other generation sources, such as coal and 
nuclear, will be retired. The two regions with the largest 
shares of renewable energy generation in 2021 were the 
Northwest, where renewables accounted for half of the 
electricity generation; and California, where 44% of 
electricity generation came from renewables.  

• First Solar will spend $1.2 bn to expand its solar panel 
manufacturing operations in the U.S., creating hundreds of 
jobs and including a new factory in the Southeast. It is 
among the first major corporate investments announced 
following the Inflation Reduction Act being signed into law, 
which includes new tax credits for U.S.-made solar 
products. (See Appendix: Energy, page 11) 
Key Update: U.S. project developers flock to First Solar's 
cadmium telluride products in part because the technology 
does not rely on polysilicon, a raw material primarily made in 
China and used in the vast majority of panels. 
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EUROPE, AFRICA & THE MIDDLE EAST 
• Eurozone business activity in August suffered its biggest 

contraction in 18 months as a result of higher prices, falling 
demand and rising inventories of unsold goods, which has 
added to fears of an impending recession. Manufacturing 
output fell for a third-straight month, while the services 
sector narrowly avoided a contraction. Businesses in both 
sectors reported a decline in new orders. 

• Consumer price inflation in Britain jumped to 10.1% in 
July, the highest since February 1982, making it the first 
major rich economy to see price growth hit double digits. A 
12.6% rise in annual food prices was the main cause of the 
jump in CPI inflation from June to July, while higher energy 
and gasoline prices were the main driver over the year. The 
UK GDP fell 0.1% in the three months through June. 

• Russia’s war in Ukraine looks set to trigger a recession in 
Eastern Europe later this year, as energy price increases, 
disruptions in supply chains, low consumer confidence and 
austerity measures weigh on output. The region’s largest 
economy, Poland, contracted in the 2ndQtr, falling by 2.3%. 

• Russia's space agency unveiled a physical model of what a 
planned new Russian-built space station will look like, 
suggesting Moscow is serious about abandoning the 
International Space Station (ISS) and going it alone.  

• Mercedes-Benz will join China’s CATL, the world’s biggest 
electric-vehicle battery maker, in building a battery factory 
in Hungary with an investment of €7.3bn, with some of 
Europe’s leading automakers set to become customers too. 
The plant will have capacity of 100 gigawatt hours, enough 
to power more than a million cars, and it will run on 
renewable energy. Planned to be built in Debrecen, the 
facility will be in close proximity to customers BMW, 
Stellantis and VW. (See Appendix: Automotive, page 10)  

• Abbott Labs will invest €440mn in two facilities in Ireland 
for the construction of a new manufacturing facility and the 
expansion of an existing diabetes 
care site. The new plant will add 
capacity for Abbott’s Libre 
continuous glucose monitoring 
system. This comes as Abbott 
steps up the European rollout of 
its Libre 3 device, which received a CE mark in 2020 but was 
initially restricted to a limited launch in Germany.  
Key Update: Abbott is facing increased competition from 
Dexcom in Europe. Dexcom received a CE mark for its G7 
device in March and began a commercialization strategy 
initially targeting large markets such as Germany and the UK.  

• The droughts hitting Europe are impacting its energy 
production. Hydroelectric power has fallen some 20% since 
2021, partly due to hydropower reservoirs drying up in Italy, 
Serbia and Montenegro. Nuclear power has also fallen since 
2021. France has had to shut down several of its nuclear 
power plants because the rivers Rhone and the Garonne 
have been too warm to cool down its reactors. France is 
70% dependent on nuclear energy and is a key exporter of 
electricity, usually supplying Italy, Germany and the UK.  
 
 
 
 
 
 
 
 
 
 
 
 

• Germany plans to postpone the closure of the country’s last 
three nuclear power plants as it braces for a possible 
shortage of energy this winter after Russia cut gas supplies 
to the country. While temporary, the move would mark the 
first departure from a policy initiated in the early 2000s to 
phase out nuclear energy in Germany. 

• Germany’s super-cheap public transport experiment 
reduced carbon dioxide emissions equivalent to powering 
about 350,000 homes for a year. The €9 monthly ticket, 
which allows nationwide travel on regional trains, subways, 
trams and buses, prevented 1.8mn tons of CO2 because 
commuters didn’t use their cars as much. 

• Saudi Aramco, one of the world’s biggest oil producers, is 
yet another oil giant to see its profits soar this year due to 
high energy prices. The company’s 2ndQtr net income 
jumped 90% vs. a year ago, hitting an eye watering $48.4bn, 
braking records for the second quarter in a row.  
Key Update: Energy-rich Middle East states may reap up to 
$1.3 trillion in additional oil revenues over the next four years, 
as they enjoy a windfall that will bolster the firepower of the 
region’s sovereign wealth funds. 

• Norsk Hydro will close its Slovakian aluminum smelter by 
the end of September, as power prices surge to record 
highs. European smelters have cut 800K-900K tonnes/year 
of production, and another 750K tonnes could be cut this 
winter. Aluminum prices have dropped 40% since hitting a 
record high in early March and recently hit a 14-month low.  
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ASIA/PACIFIC, JAPAN, AUSTRALIA & INDIA  
• China’s economy stumbled in July as a two-month boost 

from easing lockdowns faded, prompting the country’s 
central bank to unexpectedly cut two key interest rates in 
an effort to shore up faltering growth. A raft of data released 
in August showed economic activity slowed across the 
board in July, including factory output, investment, 
consumer spending, youth hiring and real estate, 
highlighting the breadth of the economic challenge facing 
policy makers in a politically sensitive year.  

• Toyota and Apple supplier Foxconn suspended plant 
operations in Southwest China as the region suffered 
hydropower shortages caused by droughts and heatwaves. 
Sichuan, a province of 84mn people and a hub for lithium 
mining and solar panel production  that generates the bulk 
of its electricity from hydropower, announced it would 
suspend energy supplies to factories in a number of cities as 
it braced for temperatures that evenually hit highs of 110°F. 
The extreme heat and crippling drought forced cities to dim 
lights and EV drivers struggled to recharge cars.  

• Total world crude steel production was 149.3mn tonnes 
(Mt) in July, a 6.5% decrease compared to July 2021. China 
produced 81.4 Mt, down 6.4% on July 2021. India’s output 
of 10.1 Mt was up 3.2%. Japan produced 7.3 Mt, down 8.5%. 
The U.S. produced 7.0 Mt, down 6.4%. Russia is estimated to 
have produced 5.5 Mt, down 13.2% from a year ago.  

• Honda raised the outlook for its full-year operating profit 
due to a weaker yen, but warned against over-optimism as 
it saw the chip shortage continuing and was concerned 
about an economic slowdown. Honda’s production for the 
Fiscal 1stQtr was hit by the global semiconductor shortage 
and China's COVID-19 lockdowns that disrupted supplies of 
parts. Honda posted a smaller-than-expected 9% drop in 
operating profit for the three months ended June 30 at 
US$1.670bn. In the U.S., Honda’s key market, retail sales 
halved for the April-June quarter, plagued by low 
inventories at dealers despite strong demand.  

• Stellantis shuttered its only Jeep factory in China because 
local politicians are increasingly meddling in the world’s 
biggest car market, CEO Carlos Tavares said. The carmaker 
is implementing an “asset-light” strategy in the country out 
of concern that rising political tensions between China and 
the rest of the world could lead to economic sanctions. 
Carmakers are taking into account what’s happened with 
the war in Ukraine and considering whether the ever-
lengthening list of sanctions targeting Russia would 
similarly apply to China if it invaded Taiwan.  

• South Korea will seek cooperation with the EU over the U.S. 
Inflation Reduction Act that excludes electric vehicles (EVs) 
assembled outside of North America from tax credits in the 
U.S. The IRA, among other measures, ends tax credits for 
about 70% of the 72 EV models that were previously eligible. 
As a result, EVs sold by Hyundai, Kia, Audi and others are no 
longer eligible for the tax credits.  

• Japan’s Prime Minister Fumio Kishida unveiled plans to 
return nuclear energy to a central place in the country’s 
electric grid. Tokyo will aim to bring seven reactors back 
into service, for a total of 17, and will invest in developing 
and installing next-generation reactors. Nuclear plants 
generated about a third of Japan’s electricity 20 years ago, 
but that has fallen to 7.2%. Most of the country’s 33 
operational reactors have been offline for years undergoing 
safety checks. (See Appendix: Energy, page 11) 

• Slowing economic growth is weighing on industrial metals 
prices but zinc and aluminum are likely to rebound if sky-
high energy prices force European smelters to cut output 
further. Prices of metals have tumbled 20% to 50% from 
record highs as interest rate rises tilt the world towards 
recession and weaker metals demand. But the price of 
energy used by smelters has shot up, particularly in Europe, 
and further price rises are expected in winter. Smelting 
aluminum and zinc require large amounts of electricity. 
Stockpiles of both metals are low, adding to supply fears. 
LME aluminum inventories are below 300k tonnes from 
1.3mn tonnes a year ago. LME zinc stocks have slid to 75k 
tonnes from 240k tonnes a year ago. 
(See Appendix: Commodities, page 15) 
 
 
 
 
 
 
 
 
 
 
 

 

 
Key Update: Energy costs are being felt in other regions of 
the world too, with droughts in China reducing hydropower 
production and seeing aluminum output fall, as the U.S. has 
had steel mills halt operations over its own expensive costs. 
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ECONOMIC UPDATE: APPENDIX TO THE SEPTEMBER 2022 ISSUE 

STAINLESS STEEL/AEROSPACE: SPACEX RELIES ON STAINLESS FOR STARSHIP MARS ROCKET 

Founded in 2002 by Elon Musk with the aim of reducing space flight costs enough to make the colonization of Mars feasible, SpaceX is 
developing Starship – a fully reusable, privately funded launch system for interplanetary and orbital spaceflight. What makes this rocket 

unique is the material chosen for the body of the Starship rocket and its Super Heavy Booster. Originally slated to be 
constructed from state-of-the-art carbon fiber, SpaceX announced that this would be replaced with gleaming 
300-series stainless steel. This marked the first use of this material in a rocket since failed attempts in the Atlas 
intercontinental ballistic missile (ICBM) program in the 1950s. With Starship intended for interplanetary travel, 
material selection is a significant factor in the success of SpaceX’s attempts to reach the fourth planet from the sun. 
Stainless steel’s performance means the Starship can handle extremely high and extremely low temperatures. 
Stainless steel’s high melting point is a major advantage when it comes to space travel. Aluminum or carbon fiber are 
limited to a steady-state operating temperature of 150°C, with short periods operating at around 180-200°C, but which 
lead to a weakening of the material. Steels, with appropriate heat dissipation controls, can perform at temperatures 
as high as 820-870°C. An innovative steel-built system will be used for the Starship’s heat shield, which protects the 

vessel from the high temperatures experienced during entry into a planet with an atmosphere such as Mars or Earth. The heat shield 
features two stainless steel layers joined with stringers, with water flowing between them. The exterior has micro-perforations which then 
allow for water to ‘bleed’ out, keeping temperatures low through transpiration cooling. Lowering the cost of travel to Mars is crucial to the 
project’s overall success and here stainless steel vastly outperforms its competitors. Carbon fiber costs $135/kg, and more than a third of 
the material is scrapped during the production process, meaning the real-terms cost is around $200/kg. The equivalent amount of stainless 
steel costs just $3/kg.  When launching a vessel out of Earth’s atmosphere, every gram must be considered and eliminate d where possible. 
Traditionally, steels would not be considered a lightweight option, but stainless steel’s unique attributes actually make it the best choice 
for keeping weight down. In the cold darkness of space, the temperature sits at a frosty -270°C. At these cryogenic temperatures, 
stainless steel’s strength is increased by 50%. The chrome-nickel content in its make-up means it does not become brittle even at 
very low temperatures. For an interplanetary rocket, high ductility, high toughness and very little chance of fractures when operating in 
cryogenic environments makes for the perfect material. These properties mean that less material can be used, lowering the weight and 
making stainless-steel highly viable for space travel. The Starship is designed for repeated use, ready for relaunch an hour after landing. 
The company’s materials team have been working on a new stainless steel alloy with higher chromium content. This 304L alloy is even 
more resistant to both corrosion and degradation, making it perfect for the continued re-use planetary colonization would require.  

STEEL: ARCELORMITTAL OUTLOOK — ECONOMIC HEADWINDS AND BEYOND 2022  
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STEEL: ARCELORMITTAL— ENERGY TRANSITION WILL BE A KEY DEMAND DRIVER BEYOND 2022 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

AUTOMOTIVE/INNOVATION: NISSAN PLANS ELECTRIC VEHICLE RENTAL PUSH TO SAVE METALS 

Nissan plans to let Japanese drivers rent its electric vehicles instead of buying them, an unusual step aimed at keeping more of the 
precious metals on which the cars rely within the country. The new rental service underlines the strategies with which Japanese 

carmakers are experimenting to preserve control of metals, such as lithium, that companies 
and governments around the world are battling for. By retaining ownership of more of the 
vehicles, Nissan is betting it can staunch the flow of electric vehicles and batteries that end up being 
sold abroad as second-hand models. Russia and New Zealand are the two most popular destinations 
for used EVs from Japan. “One challenge is that the Nissan Leaf, including its batteries, are exported 
as used cars and there are fewer vehicles left in Japan,” said Yutaka Horie, president of 4R Energy, 
Nissan’s joint venture with trading house Sumitomo Corporation designed to extend the life of 
electric batteries. “We want people to understand the value of used batteries and we want these 
cars to remain in Japan,” Horie said at the company’s plant in Fukushima. Analysts said the 

urgency to retrieve and reuse electric car batteries was driven by the surging prices of lithium and rare earth metals and national 
security pressure to reduce dependence on foreign sources of critical resources. Under the service, Nissan customers will sign up to 
a monthly subscription model, but it is intended for drivers who want to rent long term. The Leaf is Nissan’s most popular electric model. 
This year, rival carmaker Toyota also started offering a subscription service in Japan for its first mass-produced EV. Nissan expects 
conventional sales of electric vehicles in Japan to account for the vast majority of its business. Its new rental service will not be available 
in other markets. Analysts said that the flow of electric car batteries with precious metals represented a national security challenge. 
Batteries have become strategic items, just like chips, as the fate of the automotive industry depends on securing these goods. Russia and 
New Zealand together account for nearly 80% of the 7,545 used EVs exported from Japan in the first six months of this year. 4R Energy was 
created shortly before Nissan launched the Leaf in 2010. The company cleans old batteries and changes degraded battery cells, giving 
second-hand batteries a longer lifespan. According to BCC Research, a US market research company, the global market for reuse and 
recycling technology for batteries is expected to reach $8.4bn by 2026.  

https://www.ulbrich.com/?utm_source=economic_update&utm_medium=pdf&utm_campaign=2022_09
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AUTOMOTIVE: BATTERY VS. HYDROGEN FUEL CELL FOR ELECTRIC VEHICLES  

Since the introduction of the Nissan Leaf 
(2010) and Tesla Model S (2012), battery-
powered electric vehicles (BEVs) have 
become the primary focus of the auto 
industry. This structural shift is moving 
at an incredible rate. In China, 3mn BEVs 
were sold in 2021, up from 1mn 2020. In 
the U.S., the number of models for sale is 
expected to double by 2024. To meet 
global climate targets, the  auto industry 
will require 30 times more minerals per 
year, putting a strain on supply. 
However, BEVs are not the only solution 
for decarbonizing transportation.  
How Does a Hydrogen Fuel Cell Work? 
FCEVs are a type of electric vehicle that 
produces no emissions (aside from the 
environmental cost of production). The 
main difference is that BEVs contain a 
large battery to store electricity, while 
FCEVs create their own electricity by 
using a hydrogen fuel cell. 
Battery: The lithium-ion battery stores 
electricity to power the electric motor. In 
an FCEV, the battery is smaller because 
it’s not the primary power source. 
Hydrogen Fuel Tank: FCEVs have a fuel 
tank that stores hydrogen in its gas form. 
Liquid hydrogen can’t be used because 
it requires cryogenic temperatures. 
Hydrogen gas, along with oxygen, are 
the two inputs for the hydrogen fuel cell. 
Fuel Cell Stack and Motor: The fuel cell 
uses hydrogen gas to generate 
electricity. Hydrogen gas passes through 

the cell and is split into protons (H+) and electrons (e-). Protons pass through the electrolyte, a liquid or gel material. Electrons are unable 
to pass through the electrolyte, so they take an external path instead. This creates an electrical current to power the motor. Exhaust: At 
the end of the fuel cell’s process, the electrons and protons meet together and combine with oxygen. This causes a chemical reaction that 
produces water (H2O), which is then emitted out of the exhaust pipe. Which Technology is Winning? Most automakers have shifted their 
focus towards BEVs, except Toyota, the world’s largest automaker. Toyota placed all of its chips on hydrogen development, ignoring the 
fact that most of the industry was moving a different way. Realizing its mistake, Toyota is expected to release its first BEV, the bZ4X 
crossover, for the 2023 model year—over a decade since Tesla launched the Model S. Challenges to Fuel Cell Adoption: Several challenges 
are standing in the way of widespread FCEV adoption. The two greatest issues are hydrogen’s efficiency problem, and a very limited 
number of refueling stations. According to the U.S. Department of Energy, there are just 48 hydrogen stations across the entire country 
and 47 are located in California. BEVs have 49,210 charging stations nationwide and can also be charged at home. This number is sure to 
grow, as the Biden administration has allocatedm$5 bn for states to expand their charging networks.  

https://www.ulbrich.com/?utm_source=economic_update&utm_medium=pdf&utm_campaign=2022_09
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ENERGY: THE TOP 10 COUNTRIES BUILDING NUCLEAR REACTORS 

Nuclear power is back in the spotlight as countries look to supplement renewable energy sources with a reliable and clean source of power. 
The 2010s were a decade of decline for nuclear power in the wake of the Fukushima disaster. However, the recent push for clean energy is 
reviving the industry with several countries building new reactors, and others restarting or extending old ones. This infographic uses data 
from the World Nuclear Association to show the top 10 countries by nuclear capacity under construction as of July 2022. 
How Many Nuclear Reactors Are in the World? Before looking 
at under-construction figures, it’s important to contextualize 
the current nuclear reactor landscape. There are roughly 440 
nuclear reactors operating worldwide, generating around 
10% of the world’s electricity annually. In the U.S., 93 
reactors generate more than 30% of the world’s nuclear power, 
more than any other nation. In France, nuclear plants are the 
main source of power, accounting for 70% of annual electricity 
generation. China’s nuclear industry has expanded rapidly over 
the last decade. The number of reactors in China jumped from 
13 in 2010 to 53 in 2021, accompanied by a roughly five-fold 
increase in nuclear generation capacity. India is an outlier—its 
generation capacity is less than the UK despite having 10 more operating reactors. This is largely because 17 of India’s 22 reactors have 
less than 300 MWe of capacity and are considered “small”. Overall, around 280 of the world’s 440 reactors are over 30 years old. While 
these reactors are still performing at high capacity, new reactors are being built to support the aging fleet.  

The Top 10 Countries Building New Reactors: 
The majority of new nuclear reactors are being 
built in Asia, with China topping the list followed 
by India. China’s reliance on nuclear power is 
increasing as the economy transitions away 
from coal. With 21 reactors under construction, 
the country is set to expand its nuclear capacity 
by more than 40% before 2030. It’s also building 
the world’s first commercial small modular 
reactor (SMR), which will have the capacity to 
power more than 500,000 households annually. 
Following China from afar is India, with eight 
reactors under construction that nearly double 
its generation capacity. While all reactors today 
are powered by uranium, India has an ambitious 
plan to develop a thorium-fueled reactor to reap 
its vast resources of thorium, a non-fissile 
radioactive material with the potential to be 
used as nuclear fuel. Overall, the Asian 
continent (ex-Russia) accounts for 36 of the 
59 reactors under construction. Meanwhile, 
Turkey is building four reactors including its first 
operational reactor, which is expected to come 
online in 2023. As of July 2022, the largest under-
construction reactors are in the UK with gross 
capacities of 1,720 MWe each. However, this 

may change as new constructions start with hundreds of reactors planned for construction across the globe.  
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ENERGY/STEEL: WIND POWER IS HELPING MEET WORLD’S NEED FOR SUSTAINABLE STEEL 

With sustainable steel increasingly crucial to meeting the world’s climate targets, manufacturers are turning to wind power to decarbonize 
production. Renewable energy technologies are slated to play a key role in the planet’s ongoing efforts to limit the impacts of 
climate change. Whether it’s tidal, solar, geothermal or wind, all these renewable 
energy sources require significant amounts of steel in their manufacture. Steel is 
crucial to the transition to a more sustainable economic model, but as a traditionally 
carbon-intensive industry, the race is on to lower the environmental impacts of this vital 
material. Wind turbine manufacturers and windfarm operators are looking for ways to 
decarbonize their procurement and help create ‘cleaner’ wind power. Low emission steel 
offers a way to significantly reduce the carbon footprint of a project, and steel 
manufacturers are increasingly integrating renewables into their energy mix. With wind 
power helping lower the amount of fossil fuels used and the CO2 generated per tonne of steel at suitable sites, there is the possibility of a 
‘virtuous circle’ of wind power-produced steel being used to further the transition to renewable energy. With the transition to renewables 
dependent on steel, reducing the sector’s carbon footprint is vital.  When it comes to wind-powered steel, location is everything. In South 
America, Tenaris is looking to invest $190mn for the construction of a windfarm near Buenos Aires. The site is a high wind zone that will 
power 24 turbines, generating a total of 509GWh electricity production per year. Expected to become operational in the 2ndH of 2023, the 
windfarm is planned to supply nearly half of Tenaris’s electricity requirements for its Sideroad mill near Buenos Aires. This will reduce CO2 
emissions related to steel production there by 152,000 tonnes annually, contributing to Tenaris’ plan of reducing 30% of CO2 emitted per 
tonne of steel by 2030. Nearly 9,000km to the north on the windswept fields of the American Midwest, sits Nucor’s Sedalia micro 
mill which is set to be the first steel plant in the U.S. to run on wind energy. The steel producer has signed a 10-year contract with 
Evergy that will mean 55MW of energy from a new $250mn windfarm in Kansas being allocated to Nucor’s mill in the adjacent state of 
Missouri. High wind areas such as this offer an opportunity for any energy-intensive industry that wants to meet ambitious sustainability 
goals. In India, steel manufacturer ArcelorMittal is planning a ‘giga-scale’ wind-solar mix that will provide energy 24 hours a day. Backed 
by a pumped hydro storage project that will help mitigate against the variable power generation of wind, the $600mn project will provide 
continuous power for steel production. The site is planned for construction in Andhra Pradesh and will provide power to the plant run by 
ArcelorMittal’s Indian joint venture company with Japanese manufacturer Nippon Steel. More than 20% of the Hazira, Gujarat, steel mill’s 
electricity will be provided ‘around the clock’, lowering costs and reducing emissions. As the need for wind power increases, the steel 
industry is using that very power to lower the carbon footprint of the steel required to meet that need.  

MEDICAL: INSULET RAISES FORECAST AS OMNIPOD 5 SALES CLIMB; TANDEM EXPECTS TOUGHER MARKET 

Tandem Diabetes Care and Insulet reported sales gains of more than 10% in the 2ndQtr, helped by rising adoption of diabetes technology 
products like insulin pumps. However, the companies laid out different outlooks for full-year revenue. While Insulet raised its 2022 

revenue forecast after recording early success with Omnipod 5 and expanding into a full U.S. 
release, Tandem lowered its outlook due to a tougher market environment. Its shares dropped 
on the news. Tandem CEO John Sheridan said on an August earnings call that the company is being 
affected by three main challenges: continuing pressure from the COVID-19 pandemic such as staffing 
shortages, increased market competition and macroeconomic factors like inflation and the threat of 
a recession. “As these challenges dissipate, we look forward to returning to more normalized growth 
patterns that are driven by the strength of our technology today,” Sheridan told investors. Craig-

Hallum analysts wrote that they were “confounded” by the change in tone from Tandem as the company built new competition into its 
2022 revenue forecast. “The 2ndQtr marked a much different tone from Tandem than the prior period. Results were fine with a small miss 
to consensus and just above our target,” the analysts wrote. “The tone and guidance change were the biggest surprise.” Sheridan said 
that the impact of new competition in the 2ndQtr was in line with what Tandem expected, and CFO Leigh Vosseller added that the cut in 
the revenue forecast was based solely on macroeconomic trends like the recession risk. To help offset customers’ cost concerns, Tandem 
said that it will offer an enhanced payment program that will allow payments to drop to as low as $50/month. The move comes after the 
company saw a higher utilization of extended plans in the 2ndQtr than in previous quarters. Under this program, Tandem “acts as a 
coinsurance lender, patients will pay $50/month until the 20% co-insurance is paid-off,” Craig-Hallum analysts wrote. Oppenheimer wrote 
that the payment program will lower out-of-pocket up-front costs for customers and “could actually present an opportunity.”  
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MEDICAL:  WEARABLES ARE A GROWING PART OF DOCTOR-PATIENT TALKS FOR CARDIAC PATIENTS 

Researchers from Massachusetts General Hospital initiated a study to address a gap in knowledge of the use of wearables. While 
wearables can capture data relevant to cardiac health, such as heart rate and ECGs, there is a lack of information about how 
frequently physicians discuss the technology with their patients. To fill that gap, the researchers 
reviewed outpatient provider notes for mentions of wearable technology. The search terms included 
brands such as AliveCor Kardia, Apple Watch, Fitbit and Garmin, as well as generic terms including 
smartwatch, fitness tracker and step tracker. In the records from 2005, the researchers found one 
mention of a wearable-related search term in the notes of 143,789 patients. By 2019, the number of 
references to wearables had increased to 2,222 in the notes of 248,498 patients. Wearables were 
mentioned in multiple notes for single patients, meaning the total number of references in 2019 was 
2,863 across the more than 2mn analyzed documents. The study found references to wearables 
remained around the level seen in 2005 until 2012, when the researchers saw an increase in mentions of Fitbit. Although Fitbit introduced 
its first device in 2009, it took until 2012 for it to drive an increase in references to wearables. Fitbit drove growth in references to wearables 
from 2012 to 2016, before falling away over the final few years of the study. By 2019, Fitbit was still the most commonly cited wearable 
brand but references to it were in decline. References to Apple Watch, which was released in 2015 and gained ECG capabilities late in 2018, 
grew over the years that mentions of Fitbit declined. Since the study was completed, Apple Watch has eclipsed Fitbit in global sales, 
shipping 32.1mn devices in the first quarter of 2022, taking 30.5% of market share for the wearable devices (including earbuds). 
Fitbit was acquired by Google parent Alphabet in early 2021. According to a report from Business of Apps, Fitbit sold 10.8mn units in 2020, 
the last year for which data is available, down from 21.4mn in 2015. Industry analysts say health-conscious consumers are likely driving 
the sales of smartwatches and other wearable devices. “Consumers are increasingly becoming aware of their health and with more pricing 
options, there seems to be a watch available for everyone,” said Jitesh Ubrani, research manager for IDC Mobility and Consumer Device 
Trackers. “Competition is also on the rise as smaller brands ramp up their basic health and fitness tracking watches at the low end, and as 
Google along with Samsung and other Wear OS partners finally become more competitive with Apple at the high end of the spectrum.”  

MEDICAL: ABBVIE ACQUIRES RIGHTS TO IMPLANTABLE GLAUCOMA DEVICE 

AbbVie will pay $60mn for the rights to acquire a Belgian company that is developing a minimally invasive glaucoma surgery device. The 
companies struck a deal to develop and commercialize iSTAR Medical’s MINIject device, a small, porous implant that is designed to reduce 

intraocular pressure. The device is currently CE-marked and iSTAR began selling it in some 
European countries earlier this year. iSTAR currently is enrolling for a premarket approval 
study so that the device can be sold in the U.S. AbbVie will help develop and 
commercialize the MINIject device until this study is completed. The trial is expected to 
enroll 975 patients and conclude in 2025. “We think it’s likely that [AbbVie] could help 
accelerate enrollment of this trial, moving timelines forward, even though iSTAR will remain 
an independent company through the clinical trial,” analysts wrote. After the trial is done, 

AbbVie has the exclusive right to acquire iSTAR and lead global development and commercialization of its glaucoma surgery device, per 
the terms of the agreement. AbbVie will make a $60mn non-dilutive 
upfront payment and iSTAR’s stockholders will be able to receive as 
much as $475mn in additional contingent payments if the company 
achieves certain milestones. AbbVie, which currently offers glaucoma 
treatments in the form of drops, sustained release implants and 
stents, said it sees the deal as an opportunity to grow its eye-care 
business. “As a leading company in eye care with a commitment to a 
broad and diverse portfolio from the front to the back of the eye, 
along with our global footprint and infrastructure in glaucoma, we 
are well-positioned to support bringing this minimally invasive 
glaucoma surgery offering to patients and glaucoma specialists through this strategic alliance,” Michael Robinson, AbbVie’s global 
therapeutic area head of eye care, said. Analysts added that while the deal doesn’t shake up the surgical glaucoma landscape, it signals 
AbbVie’s intention to expand in the mild to moderate glaucoma segment.  
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AEROSPACE: THE COLOSSAL UNTAPPED VALUE OF ASTEROIDS WHIZZING PAST EARTH 

In the asteroid belt that lies between Mars and Jupiter, there is an 
almost unfathomable amount of resources waiting to be utilized. The 
asteroid 'Davida', which has a diameter of 326 kilometers, has been 
identified as the most valuable asteroid in the belt, with a resource 
value estimated to be some US$27 quintillion 
(26,990,000,000,000,000,000). It is a carbonaceous chondrite 
asteroid, and contains water, nickel, iron, cobalt, nitrogen, 
ammonia and hydrogen. While the risks to Earth and all life on it are 
clearly not to be disregarded, the potential to increase the resources at 
mankind's disposal,  and reap the financial rewards from them, is 
immense. As Statista's dossier on space mining reports: "While space 
mining has not yet become a reality, the technology that will eventually 
enable exploitation of the rich resources of the asteroids in the solar 
system is increasingly being developed by a variety of companies. The 
market value of these activities amounted to some US$712mn 
worldwide in 2017, and is forecast to increase to $3.9bn by 2025."  

COMMODITIES: MINERS FACE SUPPLY CHAIN OVERHAUL TO MEET U.S. EV CREDIT DEADLINE 

Miners will struggle to expand operations in the U.S. in record time to meet a deadline for sourcing key minerals domestically or from 
select countries as set out by the new IRA legislation. The requirement is part of a sweeping law that includes climate and clean energy 
policies and rules on electric vehicle battery materials such as cobalt, lithium, nickel and graphite. "Considering it takes seven years to 
build a mine and refining plant but only 24 months to build a battery plant, the best part of this decade is needed to establish an entirely 
new industry in the U.S.," said the CEO of Benchmark Mineral Intelligence. The Inflation Reduction 
Act (IRA) includes a $7,500 tax credit for new electric vehicles, but to win the full credit, EV 
makers have to source in 2023 at least two-fifths of battery materials from the U.S. or free 
trade agreement partners such as Canada, Chile and Australia or recycle it in North America. 
The guidelines exclude Indonesia and Argentina, two providers of key metals - nickel and lithium 
respectively - and increase the material sourcing target to 80% by 2026. Automakers had pressed 
Congress to expand the number of eligible nations. The U.S is home to some of the world's largest 
automakers and automotive parts suppliers, but limited home-grown battery manufacturing and 
refining capacity. Top lithium producer Albemarle Corp which aims to build a lithium processing facility in the U.S. Southeast later this 
decade, said the bill is a "positive step" toward attracting investment for a domestic supply chain. "The conditions and timeline for the 
credit on electric vehicles is challenging as the battery industry largely operates in Asia and the domestic supply chain is in early 
development," an Albemarle spokesperson said. “Our Kings Mountain mine project and proposed Southeast meg-flex production site will 
help move the U.S. supply chain forward, but this will take time." Rio Tinto , which has refining and smelting operations in Utah and 
Canada, said it "welcomed the provisions on domestic extraction and processing" and was working with auto sector customers. New U.S. 
mining projects have faced stiff opposition from local communities and environmentalists, underscoring the broader tension in the U.S., 
as resistance to living near a mine clash with the potential of EVs to mitigate climate change. "The view that you need to source 
domestically will start to prevail and be more significant," Antofagasta CEO Ivan Arriagada said. "It's grounded on national security 
considerations, on the challenges posed by the energy transition and there is no way the world is going to get to carbon neutrality by 2050 
unless there are more raw materials. There is a contradiction there but the wave seems to be moving in the direction of realizing that these 
projects need to be done." Efforts by the U.S. and Europe to build an independent supply chain for the key minerals used in EVs have 
accelerated with heightened tensions between the West and China and Russia, while the COVID-19 pandemic highlighted the risks from 
supply chain shutdowns and shortages. Companies are under pressure to reduce their carbon footprint but complex battery supply chains 
require materials cross multiple continents in different stages of processing before a finished battery ends up in an EV. Since the market 
is global in nature and spot prices predominate, the larger effect of the law is to push firms serving the U.S. market to deepen investments 
into relevant FTA partners, namely Canada and Australia.  
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COMMODITIES: HOW ALUMINUM IS MADE AND WHAT NATIONS DOMINATE PRODUCTION 

Aluminum is one of our most widely-used metals, found in everything from beer cans to airplane parts. However, the lightweight metal 
doesn’t occur naturally, and producing it is a complex process. Aluminum typically goes from ore to metal in three stages. The three 

stages of aluminum production: Each 
year, the world produces around 
390mn tonnes of bauxite rock, 85% of it 
is used to make aluminum. Bauxites are 
rocks composed of aluminum oxides 
and other minerals. After mining, 
bauxite is refined into alumina, which is 
then converted into aluminum. Bauxite 
is typically extracted from the ground 
in open-pit mines, with just three 
countries—Australia, China, and 
Guinea—accounting for 72% of global 
mine production. Alumina is converted 
into aluminum through electrolytic 
reduction. Besides alumina itself, 
another mineral called cryolite is key to 
the process, along with huge quantities 
of electricity. Here’s a simplified 
overview of how aluminum smelting 
works: (1) In aluminum smelter 
facilities, hundreds of electrolytic 
reduction cells are filled up with molten 
cryolite. (2) Alumina (composed of two 
aluminum atoms and three oxygen 
atoms) is then dumped into these cells, 
and a strong electric current breaks the 

chemical bond between aluminum and oxygen atoms. (3)The electrolysis results in pure liquid aluminum settling at the bottom of the 
cell, which is then purified and cast into its various shapes and sizes. China dominates global aluminum production and is also the 
largest consumer. Its neighbor India is the second-largest producer, making only a tenth of China’s output. Australia is by far the largest 
bauxite producer, and it’s also home to the Weipa Mine, the biggest bauxite mining operation globally. Guinea, the third-largest producer, 
is endowed with more than 7bn tonnes of bauxite reserves, more than any other country. Additionally, Guinea is the top exporter of bauxite 
globally, with 76% of its bauxite exports going to China. After bauxite is out of the ground, it is sent to refineries across the globe to make 
alumina, marking the second stage of the production process. As is the case for alumina production, some of the countries that produce 
bauxite and alumina also produce aluminum, such as India, Australia and Russia. Roughly a quarter of annually produced aluminum is 
used by the construction industry. Another 23% goes into vehicle frames, wires, wheels and other parts of the transportation industry. 
Aluminum foil, cans and packaging also make up another major end-use with a 17% consumption share. Aluminum’s widespread 
applications have made it one of the most valuable metal markets. In 2021, the global aluminum market was valued at around $245bn, 
and as consumption grows, it’s projected to nearly double in size to $498bn by 2030.   
_________________________________________________________________________________________________________________   

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. 

https://www.ulbrich.com/?utm_source=economic_update&utm_medium=pdf&utm_campaign=2022_09


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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