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PUBLISHERS STATEMENT

Publisher’s Statement

How Will the Economy Do in 2021?  2022?

Having passed the halfway point in 2021, those of us looking ahead are asking the same question: “What 
is the rest of the year likely to be for manufacturing?”  We have asked that same question to many of 
our guests on Manufacturing Talk Radio, and the responses have been similar.  Comments from our 
guests have all been that the balance of 2021 looks to be very good for manufacturers – if – they can 
fill the employee spots they need, get the raw materials they need, get trucks to transport goods to 
the customer, and not have inflation get in the way.  As of this writing, inventories of raw materials in 
manufacturers are far too low, and new order demand is consistently strong, pushing up the backlog of 
orders across all industry sectors.

Chips are at the center of trillions of dollars of goods sold each year. The chip shortage, with chips 
in nearly everything that has an electrical charge, will be a constraining factor throughout 2021 and 
possibly well into 2022.  In 2020, governments shut down their economies because of the pandemic to 
keep people at home, demand spiked for things like computers and cell phones but fell for automotive 
and other durable goods, and chip manufacturers shifted their production.  When the economy 
reopened, automakers were at the back of the line for chips, while chip manufacturers were still playing 
catch-up on existing demand, and chip manufacturing as a whole was at peak capacity.  Demand for 
chips has been rising as the world becomes more connected, and new chip plant construction has been 
at a low ebb.  It will be at least two years before new chip production capacity comes on line in the U.S.

Dr. Chris Kuehl from Armada Corporate Intelligence who is also a contributor to this ezine, Mr. Tim 
Fiore, Committee Chair for the Institute for Supply Management’s Manufacturing Report on Business®, 
Anthony Nieves, Committee Chair for the ISM’s Manufacturing Report on Business®, and Mr. Norbert 
Ore all anticipate that 2021 will finish strong for manufacturing.  And as they and others have pointed 
out, the only catch may be the industry segment your business is categorized within.  A few are still 
laggards, and from my own experience as president of All Metals & Forge Group, a manufacturer of open 
die forgings and seamless rolled rings, the fabricated metals sector has still not recovered as strongly as 
other manufacturing sectors. 

Now is the time to invest in your business, to ramp up your capital expenditures, and to automate your 
redundant processes to shift the human effort to positions that require critical thinking and analysis.  
This is a very exciting time to be in manufacturing as it transitions from manual labor to automation, and 
collects digital data to improve transparency in operations, production, shipping, and other areas, as 
well.  Which leaves me with a question…

If this is Industry 4.0, what changes would need to occur to initiate or mark the beginning of Industry 
5.0?  Is that A.I. and machine learning, even though that is present to some degree today?  Is it lights 
out manufacturing – essentially a second or third shift without humans present?  Or is it some other 
technological evolution or disruption?

We invite your input on this topic.  Share your thoughts or contribute an article to 
info@mfgtalkradio.com.

Have a Special Day

Lewis A. Weiss,
Publisher

Contact laweiss@mfgtalkradio.com or text “RADIO” to 66866 for 
comments, suggestions and ideas and guest requests for 
MFGTALKRADIO.COM podcast.

https://jacketmediaco.com/podcasts/manufacturing-talk-radio/
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MANUFACTURING OUTLOOK

by ROYCE LOWE

The Bureau of Labor Statistics (BLS) reports that 
employers added 850,000 jobs in June. The un-
employment rate rose slightly to 5.9 percent. 
Manufacturing added 15,000 jobs. The Bureau reported 
that there were 9.3 million job openings in the U.S. on the 
last business day of April.

The ISM PMI figure for U.S. manufacturing eased 
from 61.2 in May to 60.6 in June. The overall economy 
returned to a thirteenth month of expansion. The Bureau 
of Economic Analysis says the Real Gross Domestic 
Product increased at an annual rate of 6.4 percent in the 
first quarter of 2021, according to the Bureau’s “third” 
estimate. The real GDP increase in the fourth quarter 
of 2020 was 4.3 percent.  IHS Markit’s remarks on U.S. 
manufacturing for June show their PMI figure at 62.1, 
unchanged from the May figure.

June saw the joint-fastest improvement in the health 
of the U.S. manufacturing sector on record. There 
was a further significant expansion in new orders and 

production, but supply chain problems worsened and 
overwhelmed production capacity. Vendor performance 
deteriorated to the greatest extent on series record 
(since May 2007,) while input costs showed the biggest 
jump on record, with  attendant record increases in 
selling prices. There were ongoing reports of labor 
shortages and of transportation issues.  Stocks of 
finished goods were used to fill orders. There were high 
backlogs. There was a strong degree of optimism for 
the future, from hopes of sustained client demand and 
more consistent vendor performance.

GLOBAL MANUFACTURING TAKES SLIGHT DIP, STILL STRONG. SUPPLY CHAINS STILL 
SLOW, RAW MATERIALS STILL SCARCE AND  EXPENSIVE. STEEL PRICES RELENTLESS. 
INFLATIONARY PRESSURES WORSENING. U.S. SEEING A SERIOUS MANUFACTURING 
LABOR SHORTAGE. 

MANUFACTURING OUTLOOKMANUFACTURING OUTLOOK
JULY 2021

MANUFACTURING OUTLOOK
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GLOBAL CRUDE STEEL PRODUCTION WAS UP BY 16.5 
PERCENT YEAR-OVER-YEAR IN THE MONTH OF MAY for 
the 64 reporting countries – which represent 99 percent 
of world crude steel production – to 174.4 million tons 
(MT.) 

U.S. crude steel production for May was 7.2MT, up 47.6 
percent year-over-year. For January through May, the 
U.S. produced 34.8 MT, up 10.6 percent year-over-year.  
In the January through May period, China produced 
473.1 MT, up 13.9 percent year-over-year; India 48.6 MT, 
up 33.6 percent; Japan 40.0 MT, up 9.1percent; Russia 
31.9 MT, up 7.9 percent; South Korea 29.3 MT, up 6.9 
percent; Germany 17.0 MT, up 13.6 percent, and Brazil 
14.9 MT, up 20.3 percent. The EU (27) produced 64.4 MT, 
up 14.3 percent.

Primary Global Aluminum Production in May was 
reported at 5.744 million tons, with production in China, 
at 3.334 million tons, representing 58 percent of world 
total. Production was 494,000 tons in GCC; 379,000 tons 
in the rest of Asia; 292,000 tons in Western Europe; 
329,000 tons in North America and 351,000 tons in 
Eastern and Central Europe.

The JP MORGAN GLOBAL MANUFACTURING PMI – a 
composite index produced by JPMorgan and IHS 
Markit in association with ISM and IFPSM (International 
Federation of Purchasing and Supply Management) 
–  fell slightly from 56.0 in May to 55.5 in June. Global 
manufacturing grew strongly in June, with production, 
new orders, and employment rising, and business 
optimism at high levels.

The three sub-sectors (consumer, intermediate and 
investment goods) all registered PMI readings over 
50 in June; albeit, the rates of expansion eased in all 
three. The strongest growth was again in investment 
goods, followed by intermediate and consumer goods.  
Average vendor lead times lengthened to the greatest 
extent in the near 24-year survey history during June. 
Companies increased their level of input purchasing and 
built up inventories to try to offset further supply-chain 
disruptions. But demand outstripped supply, so cost 
inflationary pressures continued to build. This all led to 
a necessary increase in selling prices.

THE ECONOMIST magazine, in its latest weekly report on 
world economies highlights changes in Gross Domestic 
Product (GDP), Consumer Prices and Unemployment 
Rates for what it considers the world’s major economies. 
These data are not necessarily good to the present 
day, but are mostly applicable to at latest the past two 
months, and show definite trends in the world economy. 
The figures are qualified as being the latest available, 
and with reference to a given quarter or month.  The 
figures for GDP represent the % change on the previous 
quarter, annual rate. The consumer price increases 
represent year-over-year changes. The unemployment 

figures, %, are for the month as noted. n
 
Author profile:
Royce Lowe, Manufacturing Talk Radio, 
UK and EU International Correspondent, 
Contributing Writer, Manufacturing 
Outlook.

MANUFACTURING OUTLOOK

MANUFACTURING OUTLOOKMANUFACTURING OUTLOOK
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Recent events have thrown the general supply chain into 
a state of turmoil, indicating that resilience is not quite 
what it should be. While the pandemic deserves most of 
the blame, there are many other obstacles either related 
to it or stemming from disparate issues.

Take the semiconductor shortage, for example. Demand 
started high, then dropped when the pandemic first 
hit, so manufacturers slowed production, as was to be 
expected. However, the demand skyrocketed again, and 
chip-makers were already behind at that point.

That has left us where we are today, with a massive 
semiconductor shortage affecting so many industries, 
even auto-manufacturing. Auto-manufacturers chose 
not to order new chips when demand dropped, so now 
they’re in trouble as the demand continues to climb.
The pandemic may have been a catalyst for the event, 
but various decisions made by manufacturers, and 
other businesses, also contributed to the current state 
of the market.

So, how can we improve this situation across all 
industries? How can we make sure manufacturing and 
supply chain resilience are prioritized?

How Digital Manufacturing Improves Supply Chain 
Resilience

The answer is through digital manufacturing, which 
honors more agile and dynamic operations. But because 
that may be too broad of a description, to understand 
its impact on resiliency, you have to dig into what a 
digital manufacturer truly is.

What Is a Digital Manufacturer?

Simply put, a digital manufacturer has adopted 
or implemented digital technologies to empower, 
automate, and optimize regular operations. In today’s 
hyper-digital landscape, nearly all manufacturers can be 
considered “digital” operators. They own and operate 
factories that are connected, with a proper network 

COVER STORY

by EMILY NEWTON

How Is Digital Manufacturing 
Improving Supply Chain Resilience?

https://www.marketwatch.com/story/the-semiconductor-shortage-is-here-to-stay-but-it-will-affect-chip-companies-differently-11618678056
https://www.nytimes.com/2021/04/23/business/auto-semiconductors-general-motors-mercedes.html


9Manufacturing Outlook / July 2021

COVER STORY

and infrastructure, and an integrated environment 
that collects, processes, and stores huge troves of 
operational data.

A digital manufacturer leverages data to improve 
processes, products, and beyond. Digital suppliers 
are essentially the same, utilizing digital and modern 
technologies to carry out supply chain operations and 
dealings. It’s a bit more complex than that, but the gist 
is all we need right now.

How Digital Improves Operational Resilience

What’s more important than the how, or why, is the 
what. What exactly does digital manufacturing provide 
to the average operation? How does it affect the supply 
chain, and what are the realized benefits?

Supply chain resilience is achieved through 
transparency. Understanding and identifying what 
other providers are doing is just as critical to continued 
operations as understanding your processes. If a 
supplier is experiencing a shortage, that’s not only 
going to affect you but also your partners, clients, 

and beyond. You must prevent that from happening 
at all costs, which may or may not require you to pivot 
operations.

One invaluable benefit of true transparency is that 
you’re able to see events coming down the pipeline, so 
instead of reacting after the fact, you can take proactive 
measures. Guess what makes something like that 
possible?

Data. But it must be data that is incredibly robust and 
detailed, and allows real-time access. This is exactly the 
kind of data that is acquired through connected digital 
operations.

One European chemical maker, utilizing neural-network 
machine learning techniques, was able to reduce its 
waste of raw materials by as much as 20%. In turn, that 
improved the company’s energy costs by about 15%, 
boosting total yield. Something similar was also realized 
by a well-established precious metals mine.

It’s the transparency that contributes the largest boon 
to operational efficiency and resilience.

Cont’d on Page 10

https://www.mckinsey.com/business-functions/operations/our-insights/how-big-data-can-improve-manufacturing
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Smarter Operations, Better Output

The digital transformation of any industry, not just 
manufacturing, results in a huge swarm of actionable 
data, and along with that comes valuable insights, 
provided the information is analyzed effectively.

This data can help manufacturers mitigate or eliminate 
bottlenecks, improve product and service quality, 
reduce inventory, minimize waste, shorten time to 
market, and much more. Data even enables mass 
customization, allowing companies to better meet 
customer demands.

Deloitte says digital factory investments have 
contributed to a 10% increase in production output, 
11% in factory capacity utilization, and a further 12% 
in labor productivity. In other words, digital and smart 
operations create a more effective business.

Digital Manufacturing Use-Cases

What does digital manufacturing look like? What are 
some viable use-cases for digital technologies within the 
average manufacturing plant?

• Digital prototyping with market models for accurate 
predictions

• Real-time and nuanced quality sensing

• Workstation optimization to improve production 
line output

• Regular equipment testing with up-to-date 
performance metrics

• Predictive modeling to adjust for supply chain 
events

• Automation and efficiency improvements to reduce 
or avoid bottlenecks

• Smart conveyance systems to mitigate manual labor

• Real-time asset tracking and theft detection

• Predictive and smart maintenance

• Stronger management and operational controls 
through real-time data

The data can also empower other opportunities that aren’t 
listed here. For example, choosing a manufacturing 
partner, or any number of suppliers, can be a 
challenging task. There’s a lot involved in choosing a 
provider, and it requires a great deal of research and 
communication.

COVER STORY

Cont’d on Page 11

https://www2.deloitte.com/content/dam/insights/us/articles/6276_2019-Deloitte-and-MAPI-Smart-Factory-Study/DI_2019-Deloitte-and-MAPI-Smart-Factory-Study.pdf
https://laserfab.net/blog/choosing-manufacturing-partner/
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COVER STORY

Digital technologies can be used to enhance and 
automate related tasks by sorting through partner-
related metrics. A machine learning tool might be 
used to compare performance stats, costs, and other 
variables to rank potential candidates. But it can dive 
deep into the available information to highlight who 
would be the best choice, making the decision easier 
and faster.

It’s these kinds of minor improvements where digital 
technologies contribute the most. Collectively, they can 
speed up operations, reduce stressors, and decrease 
costs.

Facing the Challenges

As with any venture or change, some challenges and 
risks come with digital manufacturing and digital 
transformation efforts.

• Leadership buy-in is crucial for a successful rollout 
of digital solutions

• Workers and leaders may be resistant to change

• Siloed processes or departments can create unique 
bottlenecks, i.e. “tribal knowledge”

• Cybersecurity concerns and the vulnerability of 
sensitive and proprietary data

• Federal, state, and local regulations for digital 
technologies

• Building Resiliency: Security for All

The threat of disruption continues to grow more each 
day, especially amidst the pandemic. Every supply chain 
player needs to enforce and implement procedures that 
improve resiliency, not just for their benefit but for that 
of the entire market.

Improving transparency, which also helps mitigate 
and manage risk, goes a long way towards securing 
true resiliency and sustainability. Those who focus on 
digital technologies and solutions, with the ultimate 
goal to boost uptime, output, and reliability, are 
preserving their business. Most importantly, they gain a 
competitive advantage over any rival that doesn’t. n

Author profile: Emily Newton is a 
technology and industrial journalist. She is 
the Editor in Chief of Revolutionized.

https://revolutionized.com/
https://jacketmediaco.com/podcasts/wheres-willie/
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MANUFACTURING TIDBITS

The manufacturing industry has seen a seismic 
shift in recent years with constant changes in  
procedures, technologies, and practices, leaving 
companies with no choice but to modify and 
adapt. 

The transition to Industry 4.0 for manufacturers is 
about the significant transformation taking place 
in the way goods are produced and delivered – 
moving toward increased industrial automation 
and the flexible factory. To stay competitive, 
factories and warehouses must leverage the 
industrial internet of things (IIoT) and digitalization 
to become much more agile and efficient. 

While industries have automated many processes, 
secure wireless connectivity empowers factory 
automation, making industrial automation 
possible on a much larger scale. By creating a 
digital foundation, industrial automation will 
increase productivity and performance.
 
But being able to do so is dependent on the 
successful adoption of many new technologies, 
from ensuring cybersecurity to those addressing 
falling productivity, the skills gap, and customers 
expectations for customization. Today, disruptions 
in the supply chain and legacy infrastructure, 
such as wired assets, are incapable of effectively 
managing the requirements of advanced 

by SEBASTIAN ELMGREN

Enabling A New Era of Manufacturing

https://www.ericsson.com/en/industry4-0?gclsrc=aw.ds&gclid=CjwKCAjwz_WGBhA1EiwAUAxIcctsgK45Cm4yKevb7wrglJq-v2_sj7ElZCTr1puuhRDIPvwv7CMblBoCiqsQAvD_BwE
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MANUFACTURING TIDBITS

manufacturing. All of these challenges are high 
priority issues for manufacturers and there has 
never been a greater need for a solution that takes 
all of these items into account.

Enter Ericsson. As a global leader in 5G with a 
long history of providing leading Information and 
Communication Technology (ICT), the company 
delivers connectivity technology and services that 
are easy to use, adopt, and scale. 

5G can alleviate many of the issues facing 
the manufacturing sector. In particular, 5G 
technologies provide the network characteristics 
essential for manufacturing. Low latency and 
high reliability are needed to support critical 
applications. High bandwidth and connection 
density secure ubiquitous connectivity. These are 
requirements that manufacturers currently rely on 
fixed-line networks to provide. 

5G is also key to enhancing and enabling advances, 

such as the automation of robots and warehouse 
transportation, and cutting cables so as to allow 
for maximum flexibility. With 5G, manufacturers 
can build smart factories and truly leverage not 
only the aforementioned benefits, but also things 
like artificial intelligence and augmented reality 
for troubleshooting. For example, Ericsson’s 
factory in Tallinn has demonstrated that with 
augmented reality troubleshooting, the average 
fault detection time reduction combined with 
better ergonomics and faster information sharing 
can boost productivity by up to 50%.

A manufacturer can benefit from reliability 
through automation, seamless connectivity of 
tools and machinery in a streamlined, wireless, 
connected factory with critical data protection. 
With augmented reality, service experts can 
support local inspectors remotely, reducing their 
travel-related CO2 impact by 50%. Manufacturers 
can reduce the number of spare parts required by 
10% with asset condition monitoring.

Cont’d on Page 14

https://www.ericsson.com/en
https://www.ericsson.com/en/news/2018/1/5g-manufacturing---tallinn
https://jacketmediaco.com/podcasts/hazard-girls/
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Additionally, the mobile 5G technology allows 
for higher flexibility, lower cost, and shorter lead 
times for factory floor production reconfiguration, 
layout changes, and alterations.

Providing another real-world proof-of-concept 
is Ericsson’s own 5G smart factory in Lewisville, 
Texas (in the greater Dallas-Fort Worth metroplex). 
At the Ericsson USA 5G Smart Factory, the 
company assembles the equipment that will power 
5G networks across the U.S. The factory is a full-
scale operation realizing the potential of 5G with 
Industry 4.0 to enable intelligent automation and 
leverage real-time data across operations.

At 30,000 square meters with more than 
200 robots in operation, the state-of-the-art 
factory is equipped with fast and secure cellular 
connectivity. It sets a precedent for how smart 
manufacturing can optimize processes for 

efficiency and increase productivity through 
automation. 

Use cases seen in the factory include: 
• Energy monitoring and management
• Augmented reality for remote support
• Digital adherence for safety and quality
• Environmental monitoring within the factory
• End-to-end digital thread for radio production
• Alerts and escalation using wearable devices
• Digital material tracking and visualization 

within the factory
• Digital performance management
• Machine learning-based visual inspection
• Automated unpacking process 
• And control tower to showcase plant 

dashboards. 

MANUFACTURING TIDBITS

https://www.ericsson.com/en/about-us/company-facts/ericsson-worldwide/united-states/5g-smart-factory
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To enable other manufacturers to do the same, 
Ericsson recently unveiled Private 5G, a private 
cellular 4G and 5G network tailored to drive 
Industry 4.0 and the digital transformation of 
industrial sectors. It is easily installed within hours 
at any facility and can be scaled to support larger 
coverage areas, more devices, and higher capacity 
when needed. 

The solution provides an infrastructure 
untethered from wires, has massive throughput 
capacity, very low latency and high performance 
with superior security. Providing next-generation 
high-speed secure 5G standalone and 4G LTE 
connectivity, Ericsson Private 5G can play a key 
role in solving manufacturing needs and ushering 
in new use cases.  

We look forward to seeing how the manufacturing 
industry evolves into Industry 4.0, and the role 5G 
plays in its advancement. n 

Author profile: Sebastian Elmgren 
is the Portfolio Manager for Smart 
Manufacturing at Ericsson in 
Stockholm County, Sweden.  
He can be reached through his 
LinkedIn profile.

Listen to Sebastian on Manufacturing Talk Radio:
https://jacketmediaco.com/episodes/episode-564-
industry-4-0-drives-5g-wireless/

MANUFACTURING TIDBITS

https://www.ericsson.com/en/press-releases/2021/6/ericsson-private-5g-set-to-transform-secure-on-site-connectivity
https://jacketmediaco.com/podcasts/women-and-manufacturing/
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In February 2020, Manufacturing Outlook examined the 
importance of Pick-by-Vision. 

SaaS (software as a service) is widely accepted. On-
premises software solutions are fading quickly. Vision-
as-a-service (VaaS) is a new all-in-one package for users 
who want to combine agile growth using pick-by-vision 
with maximum investment security. Flexible leasing 
models give manufacturers and distributors unlimited 
access to an entire pick-by-vision ecosystem.

The VaaS subscription model contains all the software 
licenses and release upgrades needed, together with 
connection to a WMS or ERP system for a single fixed 
price. For the first time there is full pick-by-vision 

hardware as a turnkey solution from a single source.

Manufacturing and industrial CFOs appreciate the cash 
flow advantages in a pay-as-you-go model. The value of 
an “as a service” offering must correlate to scalability.  
From a small single distribution center or kitting 
operation in a manufacturing plant there is often a POC 
(proof of concept) trial. Once adopted enterprise-wide, 
the ability to finance rapid growth becomes vastly more 
important. One distribution center quickly turns to a 
dozen; one automotive supplier kitting operation turns 
into many. 

The VaaS solution makes sense because the wearables 
inventory can be expanded at any point in the lease 
period. Logistics firms get a hardware and software 
package that is always up-to-date. This service combines 
agility with a secure investment. Customers are already 
working successfully with vision-as-a-service products 
and are quickly breaking even. This product category is 
particularly interesting for new users, as it lets them get 
up and running with pick-by-vision quickly, easily, and 
affordably.

Pick-by-Vision in action
Leifheit, one of the leading international brand 
manufacturers of household goods, is now introducing 

by CARSTEN FUNKE

MANUFACTURING TIDBITS

VAAS: VAAS: 
AFFORDABLE AND SCALABLE AFFORDABLE AND SCALABLE 

https://issuu.com/metalsmfgoutlook/docs/mo_february_2020/10
https://www.leifheit.com/en-en/
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In order to maintain performance while pick-by-vision 
was being introduced, pickers began using the system 
alternately for periods of a week. Thanks to the simple 
training, pick-by-vision was soon able to replace the 
previously used pick-by-voice technology without any 
drop in performance during the transition.   

Leifheit now uses pick-by-vision to process all orders 
at its German logistics center. The next roll-out 
is already underway, with the company currently 
installing the new system at a site in the Czech 
Republic. n

Author profile:

Carsten Funke is the CEO of Picavi 
USA.  He is a Global expert in the 
field of logistics processes using 
AR (augmented reality) concepts. 
Funke is a member of the Forbes 
Business Council.

MANUFACTURING TIDBITS
smart picking at additional sites. The company processes 
up to 8,000 ordered items every day at their site in 
Zuzenhausen, in southwest Germany. With a total 
warehouse space of over 10,000 square meters and 
1,800 different storage units, order picking was a real 
challenge. With Picavi’s pick-by-vision system, Leifheit 
has been able to increase productivity significantly. 

According to Daniel Rademacher, Dispatch Manager at 
Leifheit, “We wanted a new picking method to not only 
increase performance, but also make life easier for our 
staff. Picavi pick-by-vision has helped us achieve these 
goals. Our employees love the new system and we 
have become much more effective as a result.”

The high demands in dispatch and the constantly 
growing order volume meant that order picking 
performance needed a boost. Neither conventional 
MDT hand scanners nor pick-by-voice were up to the 
task. 

Leifheit required a future-ready solution that could 
both increase efficiency and provide ergonomic relief 
for staff.

New Jersey Manufacturers, 
Do You Have... 
•  Jobs that are difficult to fill with  

the right candidates?

•  Positions that have high turnover?

•  Occupations where a highly-
skilled workforce is retiring soon?

•  Challenges in motivating 
employees?

•  Positions requiring skills that  
can be learned on the job?

•  Difficulty attracting new and  
more diverse talent pools?

NJMEP offers Workforce Development 
Solutions to close the Skills Gap: 
• Pre-Apprenticeship Programs

• USDOL Apprenticeships

• ’Project 160’ No-Cost Training

• ’Tri50’ Upskilling opportunities discounted with funds from the 
CARES Act

Building Skills. Building Confidence.  
Building the Future. 
Workforce challenges are still the number one concern for New 
Jersey manufacturing businesses. NJMEP is offering manufacturers 
a suite of workforce programs focused on solving these businesses 
most disruptive issues. 

New opportunities were developed using funds provided by the 
CARES Act. These new recruiting and upskilling programs are 
available for a limited time at a reduced cost.

Contact NJMEP today and start taking the right steps forward. 

Contact NJMEP today to learn more about  
the Pro-Action Education Network™. 2 RIDGEDALE AVE., SUITE 305 • CEDAR KNOLLS, NJ 07927 

P: 973.998.9801   |   WWW.NJMEP.ORG   |   INFO@NJMEP.ORG

https://www.njmep.org
https://picavi.com/en/company/
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Industrial journalist, Thomas R. Cutler (TRC) met with 
Gloria Turyamureeba (GT) in Entebbe, Uganda (pictured 
above).

Gloria is an entrepreneur and enterprise development 
expert in Kampala, Uganda. Turyamureeba has over 
20 years of experience in enterprise development 
including serving as board chair and managing director 
for C&S Upholstery Ltd. Turyamureeba also served 
as board chair and managing director for Footprints 
Travel Consultants Ltd., both in Kampala, Uganda. 
She is currently pursuing an MBA in leadership 
and management from York St. John University in 
conjunction with Robert Kennedy College in Zurich 
Switzerland. Turyamureeba can be reached at LinkedIn. 

TRC: How has the Ugandan industrial sector changed 
over the past 5 years?

GT: The industrial sector has experienced steady 
progress for the last five years with an average yearly 
growth of 5 to 8%. This has been in a vast range of 
product production.

TRC: How has COVID changed the Uganda 
manufacturing sector?

GT: COVID has had both positive and negative impacts 
on the industrial sector of Uganda.  It helped increase 
capacity and consumption for products like PPEs, 
medicines, medical equipment, agro-processing and its 
related sectors. On one hand these improved a lot since 
demand was so high.  On a bad note, many factories 

laid off workers especially with the factories that were 
dependent on imported raw materials. Due to this 
situation, government lost quite a lot of revenue and 
households suffered.

TRC: How is Uganda uniquely positioned to be the 
leader in manufacturing?

GT: Uganda is positioned to be one of the regional 
leaders in manufacturing because the government 
developing the requisite infrastructure to support 
manufacturing in line with Ugandans planned growth 
corridors. We are developing industrial parks around 
the country to have equal distribution so that costs 
of production and labor are minimized.  Also, value 
addition is encouraged for import substitution by most 
industries; this enhances exports thus attract greater 
incomes in forex. We are working on increased regional 
markets especially southern Sudan, Congo, and most 
of the East African community countries. We have 
strengthened the legal and institutional framework 
to support manufacturing. Abundance of food is a 
big bonus and inexpensive, so even citizens minimal 
salaries can survive easily.

TRC: What industries is Uganda best able to capture 
over the next decade?

GT: In the next decade we hope to capture two sets 
of industry. First, the light manufacturing. textiles, 
apparels, shoes, assembly of electronic and medical 
items, paper and paper products, chemicals, petroleum 
chemicals. and pharmaceuticals, cereal product, tiles, 
sanitary ware, plumbing equipment to name a few. The 
heavy manufacturing will include iron and steel, cement 
production to a much higher capacity, tractor and 
automotive manufacturing and assembly.

TRC: What are the top myths or misconceptions 
North American and European companies have about 
Uganda?

GT: There are some of the myths and misconceptions 
that Europe and the US have about Uganda.  The most 
widespread story is that of the late dictator Idi Amin (he 
left power in 1979).  Some people still think there are 
roots about him and his bad behaviors which is a myth.

People also think there is also a few of a high prevalence 

by TR CUTLER

GLORIA TURYAMUREEBA 
A VOICE OF UGANDA 
MANUFACTURING

https://www.linkedin.com/in/gloria-turyamureeba-6687b4142/?originalSubdomain=ug
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of disease like HIV and malaria, yet the former was 
contained years ago by the strong leadership of the 
current president who was open about it and that saved 
lives and continues to this day. Corruption exists but 
new strides are being made to correct these problems 
by adding much needed transparency.

TRC: What is the treatment of women in the industrial 
sector in Uganda?

GT: Women are treated the same way men in this 
country. One of the biggest achievements of this current 
regime has been to empower women at all levels. We 
had a vice president for 8 years who was female. But 
there are jobs for women in most of the industries.

TRC: What is the average hourly wage of laborers in 
Uganda?

GT: The average hourly rate varies from sector to sector 
but on average is 12,000 shillings which is about $4.50 
USD.

TRC: What safety protocols are in place to protect 
employees?

GT: There are set safety protocols which have been 
set by the ministry of Gender, Labor, and Social 
Development to protect all workers at all levels. Like 
OSHA in the US, some of the protocols include:        
minimizing occupational accidents, diseases, and injuries 
in the workplace promoting good health of the workers 
promoting construction of safe and healthy work 
environments promoting awareness of occupational 
safety and health among workers, employers, and 
consumers thorough training and sensitization.

TRC: What role do you see your company playing in the 
industrial arena moving forward? 
 
GT: I know and believe that tourism in tandem with 
industry will grow Uganda by leaps and bounds over 
the next decade. I intend to use my platform to inform 
everyone that Uganda is open for business and the 
huge potential in both sectors, tourism, and industry. 
I am committed to the growth and empowerment of 
the girl child because once she is strong, the household 
is strong, and hence the nation. My experience on 
various boards has helped me see the capacity women 
have to change the nation. Fifty-six percent Ugandans 
are women and since we are still largely a peasant 
community, it is the women that produce the food, raise 
the families, and educate the children.

TRC: What would help Uganda’s prospects most?

GT: Uganda would benefit most from sustainable 
industrialization and sustainable tourism for inclusive 
growth, creating employment and on-going wealth 
creation.

TRC: What is the friendliness of the political climate?

GT: Uganda’s political climate is very good and 

welcoming to all investors. We have peace and 
security; that is a big plus. We openly welcome anyone 
that wants to add value. There is a list of minimum 
requirements for anyone coming to invest in Uganda. 
for foreigners. The minimum is $250,000 depending 
on the field they are entering. The rest is paperwork 
and licensing. Depending on the size of investment, 
government can offer land, especially in the industrial 
parks.

TRC: What are the best next steps for a company 
seeking to interface with you and operate 
cooperatively with Ugandan businesses?

GT: The best next step for a company wishing to invest 
in Uganda should contact me on LinkedIn. I can help 
an investor step by step through all the paperwork 
and people they want to meet.  To lower the cost and 
time for an investor coming into the country we serve 
as a one stop center. Uganda Investment Authority 

was created years ago 
to facilitate the whole 
process under one roof.  
On a personal level I can 
help with this too. The 
government offers tax 
exemptions/holidays 
to attract foreign direct 
investment.

TRC: What else should we know?

GT: Uganda is a beautiful country, people are very 
friendly, no one will bother you. We are 45 million 
people, 70 percent below the age of 28 years; a 
noticeably young population that needs to work. 
Uganda has plenty of food and the weather is amazing 
all year round. We are part of the East African 
community. Our leaders together are pushing for one 
big entity since the market then becomes almost 200m. 
We have one tax system, one national identity system, 
and we are working on many other parts of Africa to 
make it one. We just signed a big pipeline deal with 
Total petroleum to do the oil pipeline from Uganda 
through Tanzania. This should bring in a lot of related 
services hence employment and wealth.  We do this 
keenly aware of the environment as we preserve the 
endangered chimpanzees and gorillas. n

Author Profile:
Thomas R. Cutler is the President and CEO of Fort 
Lauderdale, Florida-based, TR Cutler, Inc., celebrating 
its 23rd year. Cutler is the founder of the Manufacturing 
Media Consortium including more than 8000 journalists, 
editors, and economists writing about trends in 
manufacturing, industry, material handling, and process 
improvement. TR Cutler, Inc. recently launched two 

new divisions focusing on Gen Z and 
the increasing role of Africa in the 
manufacturing sector. Cutler authors 
more than 1000 feature articles 
annually regarding the manufacturing 
sector. Nearly 5000 industry leaders 
follow Cutler on Twitter daily at @
ThomasRCutler. Contact Cutler at 
trcutler@trcutlerinc.com.
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CASS INDEX OUTLOOK

The shipments component of the Cass Freight 
Index grew 26.8% y/y in June, decelerated from the 
record 35.3% y/y increase in May. On a seasonally 
adjusted (SA) basis, the shipments index declined 
by 4.2% m/m in June, after a 5.9% m/m surge in 
May.

While still among the top ten results in the past 
decade, the result indicates a little slower volume 
environment than May, which is consistent with 
several other broad freight measures, including 
rail volumes and spot truckloads. Fading Federal 
stimulus was likely a contributor, but our industry 
discussions suggest shipment volumes continue 
to be hindered by supply constraints, which range 
from driver and trailer shortages in TL and LTL to 
chassis shortages hampering intermodal capacity.

The Cass shipments index remained positive on 
a two-year stacked basis for the second straight 
month, 4.2% above June 2019, after a 3.3% year-
over-two-year increase in May.

Cass Freight Index - Expenditures
The expenditures portion of the Cass Freight Index 

grew at its fastest pace ever on a y/y basis again 
in June, up 56.4% y/y, accelerated from 49.9% y/y 
growth in May. This acceleration occurred even 
against a slightly tougher comparison, as higher 
rate trends outweighed the slower shipment 
volumes.

Tougher comparisons in the coming months 
will naturally slow these y/y increases, but 
extraordinary growth rates will continue in the near 
term, driven by increases in both shipment volumes 
and freight rates.

On a seasonally adjusted basis, the Cass 
expenditures index rose 9.4% from May, and 
with volumes softer m/m, the decline was more 
than explained by higher embedded rates, which 
jumped 12.3% m/m.

Freight Rates
A simple calculation of the Cass Freight Index data 
(expenditures divided by shipments) produces a 
data set of “implied freight rates” that explains the 
overall movement in rates.

by CASS INFORMATION SYSTEMS, INC.

CASS TRANSPORTATION 
INDEX REPORT

This CASS INDEX has been posted with the permission of Cass Information Systems, Inc.
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CASS INDEX OUTLOOK

The freight rates embedded in the two 
components of the Cass Freight Index surged 
to a 23.4% y/y increase in June from a 10.8% y/y 
increase in May.

The embedded rates jumped 12.3% m/m on a 
seasonally adjusted basis in June, more than 
reversing a 7.8% m/m decrease in May.
This result confirms that the accelerating trend 
remained intact through Q2, but the volatility in 
May and June was partly due to modal mix. The 
proportion of smaller/lower-cost LTL shipments in 
the data set rose in May, then returned to a more 
normal level in June, and this mix shift pressed 
total embedded rates higher in June just as it 
pressed the series lower in May (the “wash out” 
noted as likely in last month’s report).

Outside of mix shifts impacting the m/m data 
patterns, this data series shows broad and 
material increases in freight rates across modes. 
This data series is diversified among all modes, 
with truckload representing more than half of the 
dollars, followed by rail, LTL, parcel, and so on.

Truckload Linehaul Index
The Cass Truckload Linehaul Index® value of 
148.4 in June fell slightly from 149.0 in May and 
accelerated to a 14.5% y/y increase from 14.1% 
in May. On a m/m basis, the seasonally adjusted 
index was 0.4% lower than May, after eleven 
straight increases.

A longer average length of haul appears 
responsible for the decline from May, rather 
than any softness in rate trends, as rates tend 
to fall on a per mile basis as mileage lengthens. 
Interestingly, this downtick is more symptomatic 
of the rail network stretched to capacity, which 

is resulting in more transloading of import 
shipments from the west coast to the Midwest via 
truck than normal.

The trend of the Cass Truckload Linehaul Index® 
should continue to move higher in the near-term, 
driven by robust demand and tight supply. But 
although truck, trailer and chassis production 
are still limited by parts shortages, capacity is 
beginning to accelerate as drivers respond to 
higher pay and parts constraints begin to ease, 
which will change the trajectory of truckload rates.

The ACT Freight Forecast now forecasts the Cass 
Truckload Linehaul Index® through 2023.

Freight Expectations
In June, Class I railroad trends slowed a bit more 
than tougher prior year comparisons, due in part 
to chassis shortages. But although automotive 
volumes turned negative y/y in recent weeks, 
they rose another 4% m/m in June after gaining 
4% in May as parts shortages eased, beginning to 
recover from the 20% m/m decline in April.

In Q2, rail volumes were slightly above sequential 
seasonal patterns, up 23% y/y, but momentum 
slowed in recent weeks. Against a y/y decline of 
6% in Q3’20, prior year comparisons will be more 
meaningful in the coming months, and this broad 
measure of freight volumes is still on pace for 
high-single-digit y/y growth in Q3.

Even with material supply constraints, the freight 
cycle remains in high-growth mode, benefiting 
from a strong retail economy, tight inventories, 
and a persistent backlog of containerships 
anchored in the San Pedro Bay. In addition, while 
the industrial sector continues to struggle on a 
relative basis, with record capital goods demand 
and likely infrastructure programs, an accelerating 
U.S. industrial sector should support freight 
growth for some time.

But the dynamics of tight supply and exceptionally 
strong demand, which have characterized the past 
year or so will not last indefinitely, and several 
of the indicators we monitor are auguring new 
trajectories.

For example, the 24,500 jobs added to the truck 
transportation employment payrolls in June, per 
the Bureau of Labor Statistics, were more than in 
the past ten months combined. This also coincided 
with the curtailment of extended unemployment 
in several states important to the trucking 
industry. As we like to say, the cure for high prices 
is high prices. n

This CASS INDEX has been posted with the permission of Cass Information Systems, Inc.
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THE INSTITUTE FOR 
SUPPLY MANAGEMENT’S 
MANUFACTURING REPORT ON 
BUSINESS® 
  BREAKING NEWS              

ISM PMI at  60.6% for June
ISM PMI for the past 5 years

ISM REPORT OUTLOOK

JUNE 2021
60.6%
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ISM REPORT OUTLOOK

12 ISMWORLD.ORG

Manufacturing grew in June, as the Manu-
facturing PMI® registered 60.6 percent, 0.6 
percentage point lower than the May reading 
of 61.2 percent. The Manufacturing PMI® 
continued to indicate strong sector expansion 
and U.S. economic growth in June. Four out 
of five subindexes that directly factor into the 
Manufacturing PMI® were in growth territory. 
The New Orders and Production indexes 
continued to expand at strong levels. 

PMI

43.1% = Overall Economy
Breakeven Line

50% = Manufacturing Economy
Breakeven Line

202120202019 

60.6%

Manufacturing at a Glance

INDEX
Jun 

Index
May 

Index
%  Point  
Change

Direction
Rate of  
Change

Trend*  
(months)

Manufacturing PMI® 60.6 61.2 -0.6 Growing Slower 13

New Orders 66.0 67.0 -1.0 Growing Slower 13

Production 60.8 58.5 +2.3 Growing Faster 13

Employment 49.9 50.9 -1.0 Contracting From Growing 1

Supplier Deliveries 75.1 78.8 -3.7 Slowing Slower 64

Inventories 51.1 50.8 +0.3 Growing Faster 2

Customers’ Inventories 30.8 28.0 +2.8 Too Low Slower 57

Prices 92.1 88.0 +4.1 Increasing Faster 13

Backlog of Orders 64.5 70.6 -6.1 Growing Slower 12

New Export Orders 56.2 55.4 +0.8 Growing Faster 12

Imports 61.0 54.0 +7.0 Growing Faster 12

Overall Economy Growing Slower 13

Manufacturing Sector Growing Slower 13

Economic activity in the manufac-
turing sector grew in June, with the 
overall economy notching a 13th 
consecutive month of growth, say 
the nation’s supply executives in the 
latest Manufacturing ISM® Report 
On Business®. 

The June Manufacturing PMI® 
registered 60.6 percent. The New 
Orders Index registered 66 percent, 
decreasing 1 percentage point from 
the May reading of 67 percent. The 
Production Index registered 60.8 
percent, an increase of 2.3 percent-
age points compared to the May 
reading of 58.5 percent. The Prices 
Index registered 92.1 percent, up 
4.1 percentage points compared to 
the May figure of 88 percent and the 
index’s highest reading since July 
1979 (93.1 percent). The Backlog of 
Orders Index registered 64.5 percent, 
6.1 percentage points lower than the 
May reading of 70.6 percent. The 
Employment Index registered 49.9 
percent; 1 percentage point lower 
compared to the May reading of 
50.9 percent. The Supplier Deliveries 
Index registered 75.1 percent, down 
3.7 percentage points from the May 
figure of 78.8 percent. 

Seventeen of 18 manufacturing 
industries reported growth in June, 
in the following order: Furniture 
& Related Products; Machinery; 
Electrical Equipment, Appliances 
& Components; Computer & Elec-
tronic Products; Plastics & Rubber 
Products; Chemical Products; Fabri-
cated Metal Products; Transportation 
Equipment; Miscellaneous Manufac-
turing‡; Nonmetallic Mineral Products; 
Textile Mills; Primary Metals; Food, 
Beverage & Tobacco Products; 
Paper Products; Printing & Related 
Support Activities; Wood Products; 
and Petroleum & Coal Products. ISM

Commodities Up in Price: Acrylonitrile Butadiene Styrene (ABS); Aluminum (13); Aluminum Products (3); Brass (2); Caustic 
Soda; Coatings (3); Copper (13); Copper Products (4); Copper Wire; Corn (2); Corrugate (9); Corrugated Packaging (8); Crude 
Oil; Diesel Fuel (6); Electric Motors; Electrical Components (7); Electronic Assemblies; Electronic Components (7); Epoxy 
Resin (2); Foam Products (4); Freight (8); High-Density Polyethylene (HDPE) (6); Labor — Temporary (2); Lubricants (3); 
Lumber (12); Maintenance Repair Operations (MRO) Items; Ocean Freight (7); Packaging Supplies (7); Paper (2); Plastic Resins 
(10); Polyethylene (5); Polypropylene (12); Polyvinyl Chloride (PVC) Products; Precious Metals (3); Resin-Based Products (5); 
Rubber Products (5); Semiconductors (5); Soybean Products (9); Steel (11); Steel — Carbon (7); Steel — Cold Rolled (10); 
Steel — Galvanized (2); Steel — Hot Rolled (10); Steel — Plate; Steel — Scrap (2); Steel — Sheet; Steel — Stainless (8); 
Steel Products (10); Wood; Wood Pallets (7); and Wood Products.
Note: To view the full list, visit the ISM website at ismworld.org.

‡Miscellaneous Manufacturing (products such as medical 
equipment and supplies, jewelry, sporting goods, toys and  
office supplies).

Note: The number of consecutive months the commodity is listed is indicated after each item.

*Number of months moving in current direction. 
Manufacturing ISM® Report On Business® data is seasonally adjusted for the New Orders, Production, Employment and Inventories indexes. 

Commodities Reported

PMI® at 60.6%
MANUFACTURING

INSTITUTE FOR SUPPLY MANAGEMENT® 

reportonbusiness
Analysis by 

Timothy R. Fiore, CPSM, C.P.M. 
Chair of the Institute for Supply Management® 

Manufacturing Business Survey Committee

Cont’d on Page 24
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ISM® Report On Business®

Manufacturing PMI® Analysis by Timothy R. Fiore, CPSM, C.P.M., Chair of the Institute for 
 Supply Management® Manufacturing Business Survey Committee

New Orders (Manufacturing)

52.8% = Census Bureau Mfg.
Breakeven Line

2021

20

20202019

66% 
New Orders
ISM’s New Orders Index registered 66 percent. Of the 18 manufacturing industries, the 
15 that reported growth in new orders in June — in the following order — are: Furniture 
& Related Products; Printing & Related Support Activities; Transportation Equipment; 
Miscellaneous Manufacturing‡; Nonmetallic Mineral Products; Electrical Equipment, 
Appliances & Components; Machinery; Chemical Products; Computer & Electronic 
Products; Fabricated Metal Products; Paper Products; Plastics & Rubber Products; 
Petroleum & Coal Products; Primary Metals; and Food, Beverage & Tobacco Products.

Employment (Manufacturing)

50.6% = B.L.S. Mfg.
Employment 
Breakeven Line

202120202019

49.9%

20

Supplier Deliveries (Manufacturing)
2021

80

20202019

53.1%

75.1%

Inventories (Manufacturing)

44.5% = B.E.A. Overall Mfg.
Inventories Breakeven Line

202120202019

51.1%

Production (Manufacturing)

52.1% = Federal Reserve 
Board Industrial Production
Breakeven Line

202120202019

60.8% 70

Production
The Production Index registered 60.8 percent. The 14 industries reporting growth 
in production during the month of June — listed in order — are: Petroleum & Coal 
Products; Electrical Equipment, Appliances & Components; Nonmetallic Mineral 
Products; Machinery; Chemical Products; Primary Metals; Wood Products; Computer & 
Electronic Products; Furniture & Related Products; Fabricated Metal Products; Plastics 
& Rubber Products; Transportation Equipment; Miscellaneous Manufacturing‡; and 
Food, Beverage & Tobacco Products.

Employment
ISM’s Employment Index registered 49.9 percent. Of the 18 manufacturing industries, 
the 10 industries reporting employment growth in June — in the following order — 
are: Electrical Equipment, Appliances & Components; Plastics & Rubber Products; 
Furniture & Related Products; Miscellaneous Manufacturing‡; Fabricated Metal Products; 
Machinery; Chemical Products; Primary Metals; Computer & Electronic Products; and 
Transportation Equipment.

Supplier Deliveries
The delivery performance of suppliers to manufacturing organizations was slower in 
June, as the Supplier Deliveries Index registered 75.1 percent. Of the 18 industries, 17 
reported slower supplier deliveries in June, listed in the following order: Apparel, Leather 
& Allied Products; Furniture & Related Products; Computer & Electronic Products; 
Machinery; Food, Beverage & Tobacco Products; Plastics & Rubber Products; Textile Mills; 
Nonmetallic Mineral Products; Transportation Equipment; Miscellaneous Manufacturing‡; 
Paper Products; Printing & Related Support Activities; Electrical Equipment, Appliances 
& Components; Chemical Products; Fabricated Metal Products; Primary Metals; and 
Wood Products.

Inventories
The Inventories Index registered 51.1 percent. The eight industries reporting higher inven-
tories in June — in the following order — are: Textile Mills; Printing & Related Support 
Activities; Furniture & Related Products; Fabricated Metal Products; Machinery; Chemical 
Products; Transportation Equipment; and Food, Beverage & Tobacco Products.

‡Miscellaneous Manufacturing (products such as medical equipment and 

supplies, jewelry, sporting goods, toys and office supplies).

June 2021

ISM REPORT OUTLOOK
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ISM® Report On Business®

Manufacturing PMI® Analysis by Timothy R. Fiore, CPSM, C.P.M., Chair of the Institute for 
 Supply Management® Manufacturing Business Survey Committee

Customer Inventories (Manufacturing)
202120202019

30.8%

Backlog of Orders (Manufacturing) 
202120202019

64.5% 

New Export Orders (Manufacturing)
20212020   2019

56.2%

Imports (Manufacturing)
202120202019

61%

Customers’ Inventories
ISM’s Customers’ Inventories Index registered 30.8 percent. None of the 18 industries 
reported higher customers’ inventories in June. The 15 industries reporting customers’ 
inventories as too low during June — listed in order — are: Wood Products; Apparel, 
Leather & Allied Products; Primary Metals; Machinery; Paper Products; Fabricated Metal 
Products; Transportation Equipment; Nonmetallic Mineral Products; Miscellaneous 
Manufacturing‡; Computer & Electronic Products; Plastics & Rubber Products; Chemical 
Products; Electrical Equipment, Appliances & Components; Furniture & Related 
Products; and Food, Beverage & Tobacco Products.

Backlog of Orders
ISM’s Backlog of Orders Index registered 64.5 percent. The 12 industries reporting 
growth in order backlogs in June, in the following order, are: Furniture & Related Products; 
Nonmetallic Mineral Products; Electrical Equipment, Appliances & Components; 
Machinery; Transportation Equipment; Fabricated Metal Products; Paper Products; 
Primary Metals; Miscellaneous Manufacturing‡; Plastics & Rubber Products; Computer 
& Electronic Products; and Chemical Products.

New Export Orders
ISM’s New Export Orders Index registered 56.2 percent. The nine industries reporting 
growth in new export orders in June — in the following order — are: Paper Products; 
Miscellaneous Manufacturing‡; Electrical Equipment, Appliances & Components; 
Fabricated Metal Products; Chemical Products; Machinery; Transportation Equipment; 
Food, Beverage & Tobacco Products; and Computer & Electronic Products. 

Imports
ISM’s Imports Index registered 61 percent. The 11 industries reporting growth in imports 
in June — in the following order — are: Petroleum & Coal Products; Chemical Products; 
Primary Metals; Textile Mills; Transportation Equipment; Fabricated Metal Products; 
Miscellaneous Manufacturing‡; Electrical Equipment, Appliances & Components; Food, 
Beverage & Tobacco Products; Computer & Electronic Products; and Machinery.

Prices (Manufacturing)

52.7% = B.L.S. Producer Prices Index for
Intermediate Materials Breakeven Line

202120202019

92.1%

Prices
The ISM Prices Index registered 92.1 percent. In June, all 18 industries reported paying 
increased prices for raw materials, in the following order: Apparel, Leather & Allied 
Products; Petroleum & Coal Products; Textile Mills; Printing & Related Support Activities; 
Primary Metals; Nonmetallic Mineral Products; Electrical Equipment, Appliances & 
Components; Furniture & Related Products; Plastics & Rubber Products; Fabricated 
Metal Products; Machinery; Paper Products; Miscellaneous Manufacturing‡; Food, 
Beverage & Tobacco Products; Transportation Equipment; Computer & Electronic 
Products; Chemical Products; and Wood Products. 

‡Miscellaneous Manufacturing (products such as medical equipment and 

supplies, jewelry, sporting goods, toys and office supplies).

June 2021

ISM REPORT OUTLOOK
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NORTH AMERICAN OUTLOOK

NORTH AMERICAN 
OUTLOOK

JULY 2021

by AMELIA ROY 

The Institute of Supply Management PMI figure 
fell slightly from 61.2 in May to 60.6 in June.  New 
orders and production are growing, employment 
is contracting; supplier deliveries are slowing at a 
slower rate; backlogs are growing; raw materials 
inventories are growing; customer inventories are 
too low; prices are increasing, and exports and 
imports are growing. 

Seventeen of 18 manufacturing industries 
reported growth in June, in the following order: 
Furniture & Related Products; Machinery; Electrical 
Equipment, Appliances & Components; Computer 
& Electronic Products; Plastics & Rubber Products; 
Chemical Products; Fabricated Metal Products; 
Transportation Equipment; Miscellaneous 
Manufacturing; Nonmetallic Mineral Products; 
Textile Mills; Primary Metals; Food, Beverage & 
Tobacco Products; Paper Products; Printing & 
Related Support Activities; Wood Products; and 
Petroleum & Coal Products. No industry reported 
a decrease in June.

Comments from the industry are pointing to cost 
and availability of materials, inflationary pressures, 
transport issues, and availability of skilled 
personnel. There are no complaints about lack of 
business. 

Commodities up in price
Acrylonitrile Butadiene Styrene (ABS); Aluminum 
(13); Aluminum Products (3); Brass (2); Caustic 
Soda; Coatings (3); Copper (13); Copper Products 
(4); Copper Wire; Corn (2); Corrugate (9); 
Corrugated Packaging (8); Crude Oil; Diesel Fuel 
(6); Electric Motors; Electrical Components (7); 
Electronic Assemblies; Electronic Components 
(7); Epoxy Resin (2); Foam Products (4); Freight 
(8); High-Density Polyethylene (HDPE) (6); Labor 
— Temporary (2); Lubricants (3); Lumber (12); 
Maintenance Repair Operations (MRO) Items; 
Ocean Freight (7); Packaging Supplies (7); Paper (2); 
Plastic Resins (10); Polyethylene (5); Polypropylene 
(12); Polyvinyl Chloride (PVC) Products; Precious 
Metals (3); Resin-Based Products (5); Rubber 
Products (5); Semiconductors (5); Soybean 
Products (9); Steel (11); Steel — Carbon (7); Steel 
— Cold Rolled (10); Steel — Galvanized (2); Steel 
— Hot Rolled (10); Steel — Plate; Steel — Scrap (2); 
Steel — Sheet; Steel — Stainless (8); Steel Products 
(10); Wood; Wood Pallets (7); and Wood Products.

Commodities down in price
Acetone (2)
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Commodities in short supply
Aluminum (3); Aluminum Products (2); Caustic 
Soda; Corrugate; Electrical Components (9); 
Electronic Components (7); Epoxy; Fasteners; Foam 
Products (4); Labor — Temporary (2); Ocean Freight 
(3); Packaging Supplies; Paper; Plastic Products (5); 
Plastic Resins — Other (4); Polyvinyl Chloride (PVC) 
Resin (2); Printed Circuit Board (PCB) Components; 
Printed Circuit Boards (2); Semiconductors (7); 
Steel (7); Steel — Cold Rolled (2); Steel — Hot Rolled 
(8); Steel — Stainless (4); Steel Containers; Steel 
Products (5); and Wood — Pallets (3).

     NORTH AMERICAN OUTLOOK

Amelia Roy, Staff Writer

NEW EPISODES EVERY TUESDAY AT MFGTALKRADIO.COM

                                                                                    
CANADA’s PMI eased again slightly from 57.0 in 
May to 56.5 in June, with a moderation in growth 
of production and new orders. Employment was 
up for the 12th consecutive month, but difficulties 
in finding skilled workers led to a further rise 
in backlogs. There was a further deterioration 
in vendor performance, coupled with COVID-19 
restrictions and freight delays. Steel and timber 
were “scarce.”  There was a good deal of optimism 
regarding the future of Canadian manufacturing.

MEXICO saw softer declines in new orders and 
production in June, the slowest fall in 16 months. 
Job shedding eased with an increase in business 

confidence. A little light shone on 
Mexico’s pandemic-induced woes.  
The PMI for June, at 48.8, was up 
from May’s 47.6, and below 50 for 
the sixteenth consecutive month. 
n

https://jacketmediaco.com/podcasts/manufacturing-talk-radio/
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SOUTH AMERICAN OUTLOOK

GLOBAL OUTLOOK

SOUTH AMERICA
by JEANNE-MARIE LOWRIE

BRAZIL’s growth strengthened at the end of the second quarter, with a further improvement in its 
manufacturing industry in June. There were stronger increases in sales and production, input buying 
and production, all accompanied by an increase in business confidence.  The PMI for June was at 56.4, up 
from May’s 53.7.

Despite recent improvements in its manufacturing sector, Brazil is presently in what may be termed 
a crisis. Its Trump-style president, Bolsonaro, elected as the “lesser of two evils,” says that Covid-19 
vaccination turns people into crocodiles. As of early June, only 19 percent of Brazilians had been 
vaccinated. He doesn’t believe in climate change either, as witnessed by increased deforestation of the 
Amazon during his term in office. But he’s there for a while longer, and will spare no effort to extend his 
time in power.

The pandemic put an already troubled economy in even worse shape. The Real has fallen by 25 percent 
against the dollar since Covid-19 broke out. Inflation is up, as is unemployment. Ford closed its century-
old operations, affecting 15 percent of the workers in the city of Camacari, home to its factory. Two 
thirds of Brazilians are looking for the economy to get worse.

Bolsonaro prefers losing out on a trade deal with the EU in preference to changing his stance on 
the environment. He recently sent troops into the Amazon rainforests to stop illegal logging that he 
himself had constantly encouraged. Growth is stuck, jobs are scarce and millions of people are hungry. 
Bolsonaro must change or he must go. Brazil has a great manufacturing and economic history, viz its 
commodities strengths. With the right leader it can surely regain it.

On the plus side, agriculture is booming and commodity prices are up at the moment. 
Embraer, Brazil’s flagship aircraft manufacturer, reaches 100 countries with its products, 
and is behind the development of an air taxi, due to debut in 2026. This will be an all-
electric aircraft, with a speed of 150-200 m.p.h., a cruising altitude of 1,000 to 2,000 feet, 
and capable of journeys up to 60 miles on a single charge. The taxi will be called by an 
Uber-type app.  There is hope for Brazil. n Jeanne-Marie Lowrie, 

Staff Writer
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CHINA’s manufacturing sector saw a softer 
expansion in June and a slower increase in 
production and new orders. Export sales 
stagnated. Capacity pressures led to an increase in 
employment. The PMI fell slightly from May’s 52.0 
to 51.3 in June.  There was an easing of inflationary 
pressures. Business confidence remained strong in 
June. There were ongoing delays in vendor delivery 
times.

Vehicle sales in China in May were down 3 percent 
year-over-year at 2.13 million units. January to 
May sales, at 10.88 million, were up 36 percent 
year-over-year. Plug-in EV registrations are up 
146 percent year-over-year, to 190,000 units, 
representing some 11 percent of total car sales. 

To celebrate the 100th birthday of its Communist 
Party, China is about to open a 435 km (272 mile) 
stretch of railway line between Lhasa, the capital 
of Tibet, and the city of Nyingchi. This $5.7 billion 
track is the region’s first electrified railway. Tunnels 
comprise nearly half its length, and workers had 
to put up with landslides, poisonous gas from 
broken rock, intense cold, and an oxygen-starved 
atmosphere at some 5,000 meters (16,400 feet) 
above sea level, or around the altitude of Mount 
Everest’s base camps. This stretch is only part of 

ASIA OUTLOOK

what China calls its “project of the century” as the 
line is scheduled to connect Lhasa with Chengdu in 
neighbouring Sichuan province, by 2030, a further 
800 miles or so, at a cost some ten times that of the 
present stretch. That’s some railroad.

JAPAN’s PMI fell back a little from May’s 53.0 
to 52.4 in June. Manufacturing saw the softest 
expansion increases in production and new orders 
for five months. Input prices were up at the fastest 
rate in over ten years. With all this, Japanese 
manufacturing reported the strongest degree of 
optimism on record. Employment was up in June, 
with the rate of job creation the strongest since 
January 2020.  There were ongoing difficulties in 
sourcing raw materials, and high raw material 
prices.  

INDIA’s PMI dropped to contraction territory for 
the first time in eleven months, with renewed 

declines in production and new 
orders. With the pandemic and 
its containment measures, buying 
levels fell drastically, business 
optimism was down, as was 
employment.  The PMI for June at 
48.1 was down from May’s 50.8. n

GLOBAL OUTLOOK

ASIA OUTLOOK
by CHRIS ANDERSON

Chris Anderson, 
Staff Writer
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Western European car sales in May were at 
a selling rate for the year of 11.3 million, a 
disappointing figure. The YTD sales are 25 percent 
below those of 2019.  

The UK PMI fell back from May’s record high of 
65.6 to 63.9 in June. Strong growth in production, 
new orders and employment continued, and 
growth continued to increase strongly across 
consumer, intermediate and investment sectors.  

New export orders increased again, with mainland 
Europe, Asia and the U.S. as primary targets. 
Supply chain and inflationary pressures persisted, 
as elsewhere. Price increases were noted in 

chemicals, electronics, 
energy, food products, 
metals, plastics, and timber.  
Higher input costs led to the 
fastest increase in selling 
prices since such data 
were first collected in 1999. 
Finished goods inventories 
declined as manufacturers 
sold from them. n

GLOBAL OUTLOOK

EUROZONE

EUROZONE OUTLOOK

by CHRIS ANDERSON

IHS Markit’s Eurozone Manufacturing Composite 
Purchasing Managers’ Index (PMI), hit a further 
new height in June, at 63.4, from May’s 63.1, 
which is the highest reading in the survey history 
- started in 1997.  All indices are up: production, 
new orders, and employment. There were 
record increases in prices, near record increases 
in backlogs and unprecedented increases in 
purchasing activity. Overall, employment increased 
at the strongest rate recorded by the survey to 
date. Business optimism was on the rise.  There 
were ongoing issues with supply chain disruptions.

Chris Anderson, 
Staff Writer

A NEW PMI HIGH IN EUROPE
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Global Survey Insights 
Wed. July 7, 2021 

PRICES HIGHER – IMPORTS UPSURGE 
JUNE 2021 BUSINESS SURVEY INSIGHTS 

 

Manufacturers continue to be challenged to meet their customer’s requirements in a 
volatile pricing environment. Our scatterplot shows 16 of the 18 surveys that we closely 
follow were expansionary in June. Six PMIs experienced accelerating growth while the 
other 10 PMIs experienced decelerating growth. Notable strength came from globally 
diverse economies: Germany (65.1), Australia (63.2), Texas Mfg (60.1), and Brazil (56.4). 
Prices for inputs are on the rise. The Eurozone, the UK, and the U.S. are significant 
beneficiaries of the upsurge in global trade with record, or 20-year highs, dominating. 
 

 
 
 
 
 
 
 
 

Cont’d on Page 32
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PRICES HIGHER – IMPORTS UPSURGE     
 

Global Manufacturing Summary 
 

  
 
  Most Recent Data 

 
Current Reading vs.  

   Period Current Reading Prior Reading  6 Mo Avg. 12 Mo Avg. 

De
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d 
M
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ke

ts
 

Americas             
Canada Jun-21 56.5 57.0   0.1 0.5 
United States Jun-21 60.6 61.2   -0.5 1.5 

Europe             
Austria Jun-21 67.0 66.4   4.7 9.6 
Denmark Jun-21 62.1 63.1  5.0 7.1 
France Jun-21 59.0 59.4  1.6 4.8 
Germany Jun-21 65.1 64.4  1.7 5.6 
Ireland Jun-21 64.0 64.1  5.7 8.2 
Italy Jun-21 62.2 62.3  2.7 6.1 
Netherlands Jun-21 68.8 69.4  4.1 10.1 
Norway Jun-21 60.8 58.5  2.7 6.4 
Spain Jun-21 60.4 59.4  4.2 6.7 
Switzerland Jun-21 66.7 69.9  1.2 7.5 
United Kingdom Jun-21 63.9 65.6   4.2 6.6 

Pacific             
Australia Jun-21 63.2 61.8   3.1 7.0 
Japan Jun-21 52.4 53.0  0.2 2.3 
New Zealand May-21 58.6 58.3  1.9 3.0 
Singapore Jun-21 50.8 50.7   0.1 0.3 

Em
er

gi
ng

 M
ar

ke
ts

 

Americas             
Brazil Jun-21 56.4 53.7   1.4 -2.7 
Mexico Jun-21 48.8 47.6   2.5 4.5 

Europe             
Czech Republic Jun-21 62.7 61.8   3.6 7.3 
Greece Jun-21 58.6 58.0  4.9 7.9 
Hungary Jun-21 54.7 53.1  2.7 3.4 
Poland Jun-21 59.4 57.2  4.4 6.3 
Russia Jun-21 49.2 51.9  -1.6 -0.5 

Asia             
China (CLFP) Jun-21 50.9 51.0   -0.2 -0.4 
China (Caixin) Jun-21 51.3 52.0  0.0 -1.0 
India Jun-21 48.1 50.8  -6.0 -6.2 
Indonesia Jun-21 53.5 55.3  0.2 2.3 
Korea Jun-21 53.9 53.7  -0.4 1.6 
Malaysia Jun-21 39.9 51.3  -8.7 -9.0 
Philippines Jun-21 50.8 49.9  -0.3 0.8 
Taiwan (Markit) Jun-21 57.6 62.0  -2.9 -0.1 
Thailand Jun-21 49.5 47.8   0.6 0.2 

 
  

GLOBAL PMI OUTLOOK
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ISM U.S. Manufacturing PMI™ 

 

Thirteen months after suffering a COVID gut-punch in March-May 2020, the 
Manufacturing PMI has averaged 58.6 percent, and an even more impressive 61.1 percent 
for the first half of 2021. Demand for goods has accelerated as supply chains have worked 
to overcome component shortages, shipping delays, surcharges, inflation, and more. 
Along the way, manufacturers have had to improvise ways to re-supply their customers 
both domestically and internationally. 
   

Supply chains are being re-designed with a focus on more domestic production – 
accessible and reliable – while maintaining JIT driven delivery schedules. According to the 
ISM release, the Manufacturing PMI® for June (60.6, -0.6 percent) corresponds to a 5.0-
percent increase in real gross domestic product (GDP) on an annualized basis. 

 
 

Drivers:  The June data shows continuing strength in the New Orders Index (66.0, -1.0).  
The Production Index (60.8, +2.3), as we indicated our expectation last month, recovered 
during June due to the strength of the orders that poured in during May and the resulting 
increased backlogs -- we see this strength in demand continuing through the balance of 
the year.  Another strong positive for demand – the Supplier Deliveries Index (75.1, -3.7) 
indicating that lead-times are still stretched in many industries and that typically provides 
support for higher prices.   
 

The biggest remaining challenge is getting ahead of production and re-building depleted 
Inventories (51.1, +0.3) in supply chains, particularly in autos and capital equipment where 
intermediate components play a large role. Employment (49.9, -1.0) is a challenge to supply 
chain managers as they try to balance the need for skilled applicants with current 
production requirements.   
 

New Orders Minus Inventories:  This key relationship showed a measured 
improvement as it declined to (14.9, -1.3), indicating Inventories closed the gap slightly on 

GLOBAL PMI OUTLOOK
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New Orders in June. Compared to the average gap (+7.2) since 2011, inventory availability 
continues to present challenges.  
 

Customers’ Inventories: The index (30.8, +2.8) for raw materials, components, and 
finished goods were “too low” for the 57th consecutive month. The index has been under 
40 percent for the past eleven months. Industries reporting inventories as “too low” 
during June were Wood Products; Apparel, Leather & Allied Products; Primary Metals; 
Machinery; Paper Products; Fabricated Metal Products; Transportation Equipment; 
Nonmetallic Mineral Products; Miscellaneous Manufacturing; Computer & Electronic 
Products; Plastics & Rubber Products; Chemical Products; Electrical Equipment, 
Appliances & Components; Furniture & Related Products; and Food, Beverage & 
Tobacco Products.  
       

Prices:  The Manufacturing ISM® Prices Index rose briskly (92.1, +4.1) during June and 
established a new high for the Index. Longer lead-times as indicated by the Supplier 
Deliveries Index support higher prices and buyers can expect the price issue challenge 
until many of the bottlenecks are resolved.   
 

Commodities Up in Price: Acrylonitrile Butadiene Styrene (ABS); Aluminum (13); Aluminum 
Products (3); Brass (2); Caustic Soda; Coatings (3); Copper (13); Copper Products (4); Copper 
Wire; Corn (2); Corrugate (9); Corrugated Packaging (8); Crude Oil; Diesel Fuel (6); Electric 
Motors; Electrical Components (7); Electronic Assemblies; Electronic Components (7); Epoxy 
Resin (2); Foam Products (4); Freight (8); High-Density Polyethylene (HDPE) (6); Labor — 
Temporary (2); Lubricants (3); Lumber (12); Maintenance Repair Operations (MRO) Items; 
Ocean Freight (7); Packaging Supplies (7); Paper (2); Plastic Resins (10); Polyethylene (5); 
Polypropylene (12); Polyvinyl Chloride (PVC) Products; Precious Metals (3); Resin-Based 
Products (5); Rubber Products (5); Semiconductors (5); Soybean Products (9); Steel (11); Steel 
— Carbon (7); Steel — Cold Rolled (10); Steel — Galvanized (2); Steel — Hot Rolled (10); Steel 
— Plate; Steel — Scrap (2); Steel — Sheet; Steel — Stainless (8); Steel Products (10); Wood; 
Wood Pallets  (7); and Wood Products. 
 
Commodities Down in Price: Acetone (2). 
 
Commodities in Short Supply: Aluminum (3); Aluminum Products (2); Caustic Soda; 
Corrugate; Electrical Components (9); Electronic Components (7); Epoxy; Fasteners; Foam 
Products (4); Labor — Temporary (2); Ocean Freight (3); Packaging Supplies; Paper; Plastic 
Products (5); Plastic Resins — Other (4); Polyvinyl Chloride (PVC) Resin (2); Printed Circuit 
Board (PCB) Components; Printed Circuit Boards (2); Semiconductors (7); Steel (7); Steel — 
Cold Rolled (2); Steel — Hot Rolled (8); Steel — Stainless (4); Steel Containers; Steel Products 
(5); and Wood — Pallets (3). 
Note: The number of consecutive months the commodity is listed is indicated after each item. 
 

Sectoral Breakdown: Seventeen of 18 manufacturing industries reported growth in June: 
Furniture; Machinery; Electrical Equipment, Appliances; Computer & Electronic; Plastics 

GLOBAL PMI OUTLOOK
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& Rubber; Chemicals; Fabricated Metal; Transportation Equipment; Miscellaneous 
Manufacturing; Nonmetallic Mineral Products; Textiles; Primary Metals; Food, Beverage; 
Paper; Printing; Wood; and Petroleum & Coal. No industry reported a decrease in June. 
 

 
 
 
 
 
 

 
 
 
 
 
 

 

A Quick Word on Capacity 
 

Ten industries are still operating below their pre-pandemic capacity utilization levels, 
contributing to output limitations. Looking at the relative importance, these ten groups 
comprise ~50% of industrial production.  
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 3/31/2021 4/30/2021 5/31/2021 6/30/2021 
ISM Mfg PMI (SA) 64.7 60.7 61.2 60.6 
New Orders (SA) 68.0 64.3 67.0 66.0 
Production (SA) 68.1 62.5 58.5 60.8 
Employment (SA) 59.6 55.1 50.9 49.9 
Supplier Deliveries (SA) 76.6 75.0 78.8 75.1 
Inventories (SA) 50.8 46.5 50.8 51.1 

New Orders - Inv 17.2 17.8 16.2 14.9 
Customers' Inventories (NSA) 29.9 28.4 28.0 30.8 
Prices (NSA) 85.6 89.6 88.0 92.1 
Backlogs (NSA) 67.5 68.2 70.6 64.5 
New Export Orders (NSA) 54.5 54.9 55.4 56.3 
Imports (NSA) 56.7 52.3 54.0 61.0 
 

 % of Capacity (Share %) 
Industry 2/20 5/21 Chg 5/21 
Apparel and Leather Goods  73.4 80.9 10.2% 0.2 
Capacity Util: Aerospace/Misc Transportation Eqpt  64.6 68.1 5.3% 4.9 
Chemicals  73.3 76.2 3.9% 11.6 
Machinery  77.5 80.4 3.8% 5.4 
Computer and Electronic Products  73.8 76.3 3.4% 4.7 
Capacity Util: Electrical Eqpt, Appliances, and Components  76.3 78.8 3.2% 1.8 
Primary Metals  68.7 70.0 1.9% 2.5 
Miscellaneous Durable Goods  77.9 79.0 1.3% 2.8 
Other Manufacturing  69.6 70.2 1.0% 2.0 
Textiles and Products  70.6 70.8 0.2% 0.6 
Wood Products  79.4 79.6 0.2% 1.8 
Food, Beverages, and Tobacco  76.9 76.9 0.1% 11.8 
Sum    50.2      
Petroleum and Coal Products  79.2 76.9 -2.9% 3.9 
Fabricated Metal Products  78.7 76.2 -3.2% 5.7 
Electric and Gas Utilities  75.7 72.8 -3.8% 11.4 
Nonmetallic Mineral Products  72.5 69.6 -3.9% 2.1 
Plastics and Rubber Products  84.5 81.0 -4.1% 3.4 
Capacity Util: Printing/Related Support Activities  78.7 74.5 -5.4% 1.3 
Paper  87.2 82.4 -5.4% 2.2 
Furniture and Related Products  84.5 79.9 -5.5% 1.1 
Motor Vehicles and Parts  75.2 69.4 -7.7% 5.0 
Mining  82.6 75.2 -8.9% 13.7 
Sum    49.8 

 
Source: Federal Reserve  

GLOBAL PMI OUTLOOK
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ISM U.S. Services PMI™ 

(formerly ISM Non-Manufacturing PMI) 
 

The ISM U.S. Services PMI (60.1, -3.9) lost momentum in June and continues to lag the 
Manufacturing sector. The historic average for the Services PMI is typically two percentage 
points greater than the Manufacturing PMI. As indicated in the June Report, it is still 
lacking the robustness that we would expect as lockdowns and other challenges fade.   
 

The Services Employment Index grew at an average reading of 54.8 for the first half of 
2021. One interpretation would be that the sector is recovering, but is not replacing jobs 
lost at an equivalent rate to the expansion of services.  
 

According to the press report, a Services PMI® above 49.2 percent, over time, generally 
indicates an expansion of the overall economy. Therefore, the June Services PMI® (60.1, 
-3.9) indicates expansion for the 13th consecutive month following two months of 
contraction and a preceding period of 127 months of growth. According to the press 
report, “The past relationship between the Services PMI® and the overall economy 
indicates that the Services PMI® for June corresponds to a 3.8-percent increase in real 
gross domestic product on an annualized basis.” 
 

 
 

Drivers:  In June, the Services PMI (60.1, -3.9) continued to expand at a rate consistent 
with the Q1 data (60.8). Business Activity (60.4, -5.8) and New Orders (62.1, -1.8) both 
indicate that expansion momentum will carry into Q3-Q4. 
 

Prices: The Prices Index (79.5, -1.1) reflected pricing power favoring sellers as buyers 
continue to see inconsistent and extended deliveries.   
 

Commodities Up in Price: Beef (2); Chicken (2); Construction Materials (4); Copper Wire (3); 
Diesel (7); Electrical Components (5); Engineered Wood Products; Food (2); Freight (2); Fuel 
(6); Gasoline (7); Insulation; Labor (7); Labor —Temporary (6); Lobster Tails; Lodging; Lumber 
(6); Metal Products (2); Natural Gas; Oriented Strand Board (OSB) (7); Packaging Materials (2); 

GLOBAL PMI OUTLOOK
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Pallets (2); Paper; Personal Protective Equipment (PPE)*; Plastic; Plastic Products (2); Polyvinyl 
Chloride (PVC) Products (10); Pork Products; Poultry; Stainless Steel Products; Steel (10); Steel 
Products (6); Tires; and Wood Pallets.  

 
Commodities Down in Price: Exam Gloves; Gloves; Masks; Nitrile Gloves; and Personal 
Protective Equipment (PPE)*.  

 
Commodities in Short Supply: Chicken (2); Chlorine; Computer Hardware (2); Electrical 
Components (3); Electronic Components (3); Gloves (7); Labor (2); Labor — Contingent; Labor 
— Temporary (6); Lumber (3); Lumber Products (2); Needles and Syringes (7); Nitrile Gloves 
(13); Pipette (4); Plastic Products; Polyvinyl Chloride (PVC); Polyvinyl Chloride (PVC) Products 
(5); Resin-Based Products (2); Steel Products (7); Vehicles (2); and Wood.  
Note: The number of consecutive months the commodity is listed is indicated after each item. 

     *Indicates those commodities reported both up and down in price. 
 

Sectoral Breakdown: Sixteen services industries reported growth in June: Arts, 
Entertainment & Recreation; Other Services; Transportation & Warehousing; Wholesale 
Trade; Retail Trade; Management of Companies & Support Services; Accommodation & 
Food Services; Utilities; Mining; Construction; Health Care & Social Assistance; Public 
Administration; Information; Finance & Insurance; Educational Services; and 
Professional, Scientific & Technical Services. The two industries that reported a decrease 
in the month of June are Real Estate, Rental & Leasing: and Agriculture, Forestry, Fishing 
& Hunting. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 3/31/2021 4/30/2021 5/31/2021 6/30/2021 
ISM NMfg PMI (SA) 63.7 62.7 64.0 60.1 
Business Activity (SA)  69.4 62.7 66.2 60.4 
New Orders 67.2 63.2 63.9 62.1 
Employment (SA) 57.2 58.8 55.3 49.3 
Supplier Deliveries (SA) 61.0 66.1 70.4 68.5 
Prices (SA) 74.0 76.8 80.6 79.5 
Inventory Change (NSA) 54.0 49.1 51.5 49.9 
Inventory Sentiment (NSA) 52.7 46.8 40.5 37.2 
Backlogs (NSA) 50.2 55.7 61.1 65.8 
New Export Orders (NSA) 55.5 58.6 60.0 50.7 
Imports (NSA) 50.7 55.7 50.4 58.2 
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CREDIT MANAGER’S OUTLOOK

Combined Sectors 
The current assessment of the US economy is that 
it is on fire. This was not really expected at the 
start of the year. It is true that most assumed this 
would be a recovery year as we slowly disengaged 
from the lockdowns but the dominant opinion 
held that most of this rebound would be showing 
up towards the end of the year – growth back to 
where the economy was at the end of 2019. We 
now know the consumer had other plans and 
came roaring out of the gate at record speed – 
providing a growth rate in the first quarter of 6.5% 
and showing little sign of slowing in the second 
even as inflation was starting to rear its ugly 
head. Through all of this growth there has been 
one consistent question. How long does all this 
last? Will this rampant demand extend through 
the summer, through the rest of the year, into 
2022? Credit managers have started to provide an 
answer to these questions.

As has been pointed out repeatedly the credit 
managers thinks more about the future than 
what is happening right now. They are trying to 
determine what terms to offer and want to know 
what a given business will look like down the road. 
The last two months have shown a slight decline 

from the peaks reached in April. The numbers 
are still quite high and, in many cases, close to 
levels not seen since 2019 and before but they are 
coming off that April peak and that is a first signal 
of some slowing in the overall economy.

The combined score for this month is 57.5 and 
that is down from the 59.8 registered last month 
and the 60.6 registered in April. This is still a very 
respectable number in an index where anything 
over 50 is considered expansion but it is off that 
April pace. The index of favorable factors.

Manufacturing Sector 
The manufacturing sector is starting to enter 
an interesting stage. Last year the performance 
of manufacturing was far better than had been 
anticipated due to the fact consumers started 
to shift their emphasis from services to buying 
goods. The money that was poured into the 
economy ended up driving everything from 
appliances to cars and electronics. Now the 
consumer has an opportunity to return to the 
service economy and early evidence shows that 
this is precisely what they are doing. Does this 
mean a sharp reduction in demand for those 
goods?

CREDIT 
MANAGERS’ 
OUTLOOK
by DR. CHRISTOPHER KUEHL
MANAGING DIRECTOR OF ARMADA CORPORATE INTELLIGENCE
THIS REPORT REPRINTED COURTESY OF THE NATIONAL ASSOCIATION OF CREDIT MANAGERS (NACM.ORG) 
WHERE MORE IN-DEPTH INFORMATION CAN BE FOUND.



39Manufacturing Outlook / July 2021

CREDIT MANAGER’S OUTLOOK

The combined score for manufacturing remains 
quite strong but a bit weaker than it was in April. 
It is now back to where it was in March with a 
reading of 59.2 compared to 61.4. The index of 
favorable factors also returned to March levels 
with a reading of 67.1 compared to 68.7 in April. 
The index of unfavorable factors repeated that 
same pattern – returning to the 54.0 level seen 

in March after hitting 56.6 in April. It would 
seem that April was a bit of an anomaly but the 
important part is that these numbers are still 
firmly in expansion territory. 

The sales numbers are still very strong although 
a little off the pace from last month. The current 
reading is at 71.3 and the previous month they 

Cont’d on Page 40
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zone with a reading of 51.2 compared to the 49.6 
registered in April. The readings for dollar amount 
beyond terms also fell from its lofty peak last 
month – slipping from 61.3 to 55.2. This number 
combined with the data from the accounts placed 
for collection suggests there are more issues 
appearing in the manufacturing sector that have 
challenged companies. The dollar amount of 
customer deductions slipped from 52.8 to 51.1 
but overall, this reading was reasonably stable. 
On the brighter side the data for filings for 
bankruptcies improved by quite a bit as it moved 
from 56.7 to 58.8. The concern is that these 
numbers may start to deteriorate if the issues of 
collection and slow pays continue to develop.

Manufacturing did better than expected during 
the recession but has now started to feel the 
impact of the consumer shift back to services. 
There have also been consistent supply chain 
issues that have hampered the continued 
progress of the sector. n

were at 75.6. This is a reading that takes numbers 
back to the levels in February. The new credit 
applications data stayed almost exactly where it 
had been – 64.4 this month and 65.4 the month 
before. Not at the high levels seen in January and 
February (68.6 and 66.9 respectively) but still 
very solid readings. The dollar collections data 
slipped very slightly from 64.7 to 64.4 and there 
was little movement as far as the amount of credit 
extended as it went from 68.9 to 68.2. In general, 
the favorable categories were stable.

The majority of the change was taking place in 
some of the unfavorable categories. The rejections 
of credit applications remained very similar with 
a reading of 53.3 compared to 53.8 in the prior 
month. One of the big shifts was seen in the 
accounts placed for collection reading as it went 
from 65.4 to 54.0. This month’s numbers are back 
to levels seen earlier in the year and that indicates 
that April numbers were likely an anomaly. The 
disputes numbers returned to the expansion 
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All eyes have been, for some time, still are, on the 
price of steel in North America, Europe, and Asia.  
At the moment, i.e. at time of this writing, there 
is no halt to the rise in the price of the material 
in the U.S. and Canada. Things are similar in 
Europe, but the situation in S.E. Asia is not so cut 
and dried, as prices on flat-rolled and billets have 
tended of late to suggest there may be a general 
oversupply there ; particularly, of course, in China. 

The situation in the U.S. has not changed for quite 
some time. A few months ago, steel buyers were 
balking at paying $1300 per ton for hot-rolled 
coil. Some of them surely missed out, as the price 
just kept rising. From $1620 per ton in early June, 
the price was $1740 in early July. Most bets are 

that things will not change by year-end and may 
continue into the first quarter of 2022.

The pandemic, the closing of steelmaking capacity, 
the tariffs of course, and the re-opening of 
industry, have all played their part in the formation 
of possibly the tightest steel market the U.S. has 
ever seen. Steel companies made money they 
hadn’t made in a long time, and they obviously 
wish for a continuation of the situation.  Steel 
users are crying out for steel, regardless of its 
price. 

How long will the demand last? What can steel 
companies do to continue to profit from this high-
demand situation? Planned maintenance, that’s what.

METALS OUTLOOK
JULY 2021

by ROYCE LOWE

METALS OUTLOOK

WHERE ARE METALS GOING?
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Cleveland Cliffs is to idle the country’s largest blast 
furnace, starting in September, for what is termed 
a mini-reline. This furnace has a capacity of some 
1300 tons per day, and the reline is scheduled to 
take 45 days. Thus a shortfall of some 580,000 
tons of liquid metal over the period. Nucor, 
ArcelorMittal, and Steel Dynamics are preparing 
their own maintenance schedules.

Although steel is tight and expensive in Europe 
and North America, the situation in Asia, for which 
read China, is less cut and dried. China, by far the 
world’s largest producer and consumer of steel 
and other commodities, is looking to take the heat 
out of the market. 

Its National Food and Strategic Reserves 
Administration recently stated that it would 
auction 20,000 tons of copper, 30,000 tons of zinc 
and 50,000 tons of aluminum on July 5-6. This 

rare auction of strategic reserves forms part of 
Beijing’s efforts to put back some stability in the 
commodity markets, which have seen metals such 
as copper and iron ore reach all time highs amid a 
surge in demand as the world recovers from the 
coronavirus pandemic.

Initial market reaction to the auctions would 
indicate that the volumes being offered are too 
small to make much of a difference to the world’s 
largest importer, producer and consumer of 
industrial metals.  The amount of copper being 
sold is just 2.3% of China’s output of the refined 
metal in May, and 4.4% of imports of unwrought 
copper in the same month. For zinc, the auction 
represents about 5.7% of monthly output in 
China, and for aluminium it’s just 1.5% of May’s 
production. This won’t make too much of an 
impact on China’s reserves, but it may be that they 
are looking to see who is out there, and they will 
make more material available for later auctions.

Steel’s relentless price rise sees hot-rolled coil in 
the U.S. at over $1,740 per ton in early July. The 
European price for hot-rolled was at 1180 euros 
per tonne, S.E. Asia, at $870 per ton, was falling 
slightly. U.S. cold rolled was at $1980 per ton in 
early July.  Prices in Canada followed the same 
pattern as in the U.S.

Non-ferrous metal prices showed some change 
during June. Aluminum went from $1.08 per pound 
over the past month to $1.13; copper fell from 
$4.50 to $4.20; nickel and zinc steady at $8.20 and 
1.35 respectively.  Nickel has gone from $6 per 
pound to $8.20 in the past year, almost doubled 
in the past five years.  To say that the global 
commodities market is in a state of flux is an 
understatement. It could change at anytime. n
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Richard Branson, Sir that is, whose name is 
synonymous with a bunch of Virgin companies, is 
no stranger to adventure. In 1987, accompanied 
by a Swede named Per Lindstrand, he crossed the 
Atlantic in a hot air balloon, the biggest ever flown, 
and actually designed by Lindstrand. The pair flew 
3,072 miles at speeds in excess of 130 m.p.h. to 
notch up a distance record.

Branson wasn’t done, and in 1991, at an average 
speed of 150 m.p.h. and a maximum of 245 m.p.h., 
the pair crossed the Pacific in 48 hours from Japan 
to… well LA was the plan but they were blown 
4,000 miles off course and ended up in the Arctic. 
Another 6,700 miles, another distance record.

So this is the man at the head of Virgin Galactic. 

JULY 2021
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WHOSE SPACE IS IT ANYWAY?
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to be on July 20. He has invited three individuals to 
join him in his New Shepard booster and capsule 
system: his brother Mark; a mystery person who 
paid $28 million at auction for a seat; and the 
famed female aviator Wally Funk. Funk, at 82, 
who trained to be an astronaut in the sixties, will 
become the oldest ever spacefarer when she soars 
to 100 km high with Mr. Bezos.

Elon Musk has already lined up several private 
missions in his Dragon capsules. These vehicles 
reach several hundred km above the Earth and will 
orbit for days.

It’s food for thought that Branson must look back 
on his adventures and wonder how he walked 
away from his “mishaps.” Maybe he later thought, 
as one might be wont to do, about the materials 
that went to make up the balloon he was flying 
in when it accelerated to 245 m.p.h. The balloon 
certainly wasn’t designed for that. Similarly with 
space flight, where the materials that go up there 
at phenomenal speeds just have to so resistant 
that there is absolutely no room for error. It’s a 
safe bet that each and every person involved is 
fully aware of this.

Meanwhile, nearer to Earth, Boeing recently flight 
tested the newest version of its 737 MAX, the 
MAX 10. All systems performed as expected, and 
commercial deliveries are expected to start in 
2023. The Federal Aviation Administration will be 
very much involved in additional test flights that 
will be scheduled in the interim.

United Airlines has placed orders for 200 new 
Boeing 737 MAX and 70 Airbus A321 neo jets. 
These are all narrow-body planes. The 737 models 
will comprise 150 of the afore-mentioned MAX 10, 
and 50 of the MAX 8, 25 of which will be already 
completed aircraft but undelivered because of 
other airlines’ cancellations. United will begin 
receiving these MAX 8s this summer. This is surely 
good news for Boeing.

Airbus reports that a “significant number” of its 
A321neo models will be assembled at its plant in 

Mobile, Ala. n

AEROSPACE OUTLOOK
This is the man who will join the NASAs, the 
Musks, the Bezos, the Chinese, the Europeans, 
and the Russians in the conquest of space. This is 
the man who stared death in the face a couple of 
times, and lived to tell the proverbial tale.

Sir Richard’s next adventure was somewhat 
higher, somewhat faster. On July 11th he was a 
passenger in the back of the Unity rocket plane 
that Virgin Galactic has been developing for almost 
two decades. In the early hours of the morning, 
Virgin Galactic’s VSS Unity spaceplane took off 
from Spaceport America in the New Mexico desert 
under a carrier aircraft called VMS Eve, named for 
Branson’s late mother. Its crew of six, including 
Branson, was lifted to an altitude of more than 
14 kilometers (8.75 miles), before it was dropped, 
allowing its single rocket engine to ignite and carry 
its occupants towards space. 

Slightly more than a minute later, traveling at 
speeds of Mach 3, it reached its maximum altitude 
– 86 kilometers (53.75 miles) – affording its crew 
several minute of weightlessness and gorgeous 
views of Earth before safely descending back 
to Earth, with a total flight time of around 90 
minutes.

Prior to the flight, Elon Musk showed up in 
Branson’s kitchen to wish his friend  Bon Voyage.

Branson is looking to introduce a commercial 
spaceflight service, and some 600 individuals have 
put down deposits for the ride, that will go for up 
to $250,000.

Virgin Galactic was recently granted a commercial 
spaceflight licence by the Federal Aviation 
Administration, which was key to its moving 
forward with its business.

This “maiden flight” saw Sir Richard getting to sub-
orbital space tourism before his rival Jeff Bezos. 
Bezos announced his own trip to the edge of space 
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It’s been stated that two-thirds of humankind now 
lives in countries where wind and solar power offer 
the cheapest new electric-generating capacity. This 
is more than likely true, but what’s more to the point 
is who is taking advantage of it.

For some time now, the world has looked to the 
Nordic countries: Norway, Denmark, Sweden, 
Finland, and Iceland, as examples of countries that 
generate and use significant quantities of renewable 
energy. We are talking here of a combined 
population under 30 million, but we are also talking 
of innovation, entrepreneurship, and the worldwide 
marketing of technology. In fact, they seized global 
leadership on clean energy innovation. 

Norway, for example, sees over half its new car 
sales as electric or hybrid models, just as entire 
fleets of ferries that run on batteries are being 
produced. Denmark generates some 50 percent of 
its electricity from wind power. Swedes and Finns 
are producing biogas from waste and vegetation 
and turning it into fuel for heating and car motors. 
Iceland and Norway already run on renewable 
energy, thanks to their respective geothermal and 
hydro resources.

Copenhagen, Denmark’s capital, is one of Europe’s 
low-carbon sustainable cities, with some 70 percent 
of its residents going to work on their bike, 9 
percent driving their car. There are over 250 miles 
of bike paths that are constantly being updated. 
Denmark grabbed hold of the 1970s energy crisis 
and turned its attention to wind power. The Nordics 
made available large, state-financed research funds 
that are tapped by the private sector, universities, 
and municipalities. Public-private collaboration 
has spurred many of the region’s technological 
advances.

The Nordics today count many hundreds of 
companies that focus on clean technology. The 
Danish Company Vestas, for example, is the market 
leader in turbine manufacture, selling wind power to 
many countries, from Germany to China. They have 
production facilities in Europe, China, India, the U.S. 
(all in Colorado), Argentina, Brazil, and Mexico. They 
cover the globe in Sales and Service.

Testing recently began on the North Sea Link, a high-
voltage under-sea electricity cable spanning the 720 
kms (450 miles) between Britain and Norway. If all 
goes well, this link will open later this year, and will 
allow Britain to draw on Norway’s massive reserves 
of hydropower.

by JOCELYN BRIGHT

THOSE ENERGETIC NORDICS
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Norway has been exporting under-the-sea energy 
to its neighbors Denmark and Holland for years. 
Power doesn’t just flow one way, as May saw 
Germany’s grid being hooked up to Norway’s 
through the Nordlink connection. This allows 
Germany to export surplus wind and solar energy, 
generated on gusty, sunny days, in exchange for 
a supply of Norwegian hydropower on still and 
dark days. This helps to ensure that less renewable 
energy goes unused. Even at peak times, however, 
Norway will still provide energy sufficient to power 
just 5 percent of British needs; 8.7 percent of 
Germany’s.

Moreover, the Nordics push the envelope on 
cross-border cooperation; most of their 27 million 
inhabitants are linked to one another through 
transmission networks and shared markets that 
span the Scandinavian peninsula. This setup 
is highly practical: if the wind’s not blowing in 
Denmark, for example, it can trade for power 
generated in Norway, and vice versa when Norway 
is in need. This kind of decentralized smart grid is 
the way all of Europe will function one day, once 
fossil fuels have been phased out.

Of course, not all countries have Norway’s fast-
flowing rivers and mountain lakes, nor do they 
sit on subterranean thermal power like volcanic 
Iceland. Norway’s plentiful hydroelectric power 
enables it to generate low-cost green power for its 
electric cars, trucks, and ships. Breezy Denmark, a 
small country of just 5.7 million, is ideal for on- and 
off-shore wind turbines.

This is not, of course, Utopia. Norway’s treasuries 
are all stocked as a result of the North Sea oil and 
gas it exports around the world. The transition to 
safe, decarbonized society is a work in progress. 
Sweden and Finland have nuclear power, as well 
as coal-fired power plants, but Sweden will phase 
out its nuclear. Denmark couldn’t function on wind 
alone, and Iceland’s fishing fleet runs on diesel. 
The Nordics’ approach might be called a model in 
miniature.  They could teach the rest of the world to 
manage their climate. The world needs investment, 
entrepreneurial spirit, and the putting to use of its 
resources.

In the year 2020, global energy demand fell by 
4 percent, with flights being grounded, factories 
closing, and people not commuting. Renewable-
energy electricity generation, however, continued 
to grow, and at its fastest rate in two decades, 
according to a report by the International Energy 
Agency (IEA). New renewable-energy capacity grew 
by 45 percent in 2020, adding 280GW to the world Jocelyn Bright, 

Staff Writer

supply, or more than the entire energy-generation 
capacity of Germany.

The surge in installation of renewable capacity, 
particularly in the U.S. and China, was due to it 
being done before government subsidies expired. 
As such, twice as much capacity was added in the 
fourth quarter of 2020 than in that of 2019. Most of 
the gains were in new wind and solar installations, 
but there were significant additions of hydro-
electric capacity. China accounted for 80 percent of 
new solar and onshore wind installations, in a race 
to be connected to the grid by the end of 2020.

On the other hand, the use of coal power units still 
surges ahead.  China, India, Indonesia, Japan, and 
Vietnam have plans to build over 600 coal power 
units. These five countries account for 80 percent of 
new coal power investment, even though renewable 
energy is cheaper than most new coal plants. 
China, the world’s leading coal investor, plans to 
increase its existing 1,100 GW fleet of coal-fired 
power plants by a further 187 GW. Carbon Tracker, 
a financial think tank, claims that solar and wind 
farms could already generate cheaper electricity 
than over 85 percent of the country’s existing coal 
plants and that by 2024 renewable energy will be 
able to outcompete all coal-fired power. In India, 
and Indonesia, renewable energy will also be able 
to outcompete coal by 2024, while in Japan and 
Vietnam, coal will be uneconomic compared to 
renewables by 2022.

There is no way we can compare the energy 
situation in China and India with that 
in the Nordic countries. It seems 
that China has to lead the way, to 
set the example, to keep making 
progress from its own end. North 
America must also act accordingly. 
It would be good if they could both 
cooperate. n
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THE CHIPS HAVE IT
 
There are two major stories coming out of the 
automobile industry these days. The first is that the 
chip shortage that raised its head some months 
ago could go on until early next year, bringing 
with it low inventories of “finished goods” in North 
America, at a time when demand is strong. In other 
words, the supply-demand situation in the industry, 
particularly in North America, has done a 180 from 
a year ago.

The other story is that the major auto players are 
trying to one-up each other with the number of 
electric models they’re bringing out, and when. The 
ones that are out are for the most part selling very 
well, which augurs well for future air quality on this 
fair planet of ours.

The reason for the relatively low inventories on 
dealers’ lots is, of course, associated with the 
shortage of semiconductors: chips. This shortage 
has left manufacturers worldwide in a position 
where they have been obliged to cut back, in some 
cases quite seriously, on production of some 
models.  In fact automakers have had to become 
creative to keep production going.

The whole scenario, the shortage of chips, but 
particularly the science of chips, is quite mind-
boggling. There’s an inside joke in the business 
that says, “Its not rocket science - it’s much more 
difficult.” It would take someone well-versed in 
the science to write about it (the science,) but 
to give some idea of what we’re talking about, 
consider that the chip companies are trying to 
pack more transistors onto chips, enhancing their 
performance, and making devices more power 
efficient. 

Intel’s first microprocessor - the 4004 - was released 
in 1971 and contained only 2,300 transistors 
with a node size of 10 microns, or 10 millionths 
of a meter. Intel was the recognized leader of 
the business up until 2015 and 2020 when rivals 
Taiwan Semiconductor Manufacturing Co. and 
Samsung Electronics Co. started building chips 
with better transistors, ones with dimensions 
down to 5 nanometers, or 5 billionths of a meter 
(for comparison, an average human hair is 100,000 
nanometers wide). It is mind boggling, and it takes 
conditions cleaner than found in a surgical suite to 
produce chips. Individual transistors are smaller 
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than a virus, and one speck of dust can cause havoc and cost millions. 
So machines to make chips are installed in clean rooms with no dust. 
Hence, the cost and time required to bring new equipment online.

Automakers are coping.  Nissan is leaving navigation systems out of 
thousands of vehicles that would normally have them. Ram no longer 
offers its 1500 pickup trucks with a standard “intelligent” rearview 
mirror that looks for blind spots. Renault has stopped offering an 
oversized digital screen behind the steering wheel on its Ackana SUV.

There’s a battle going on between automakers and consumer-
electronics companies also, as to who gets the chips. It was during the 
height of the pandemic, when nobody was buying cars, but computer 
games and phones were super popular, that consumer electronics 
pushed themselves to the front of the queue.  Automakers can’t 
wait for the situation to get better. One solution is to allocate scarce 
components to more profitable and better-selling vehicles, something 
RenaultSA and Nissan are doing.  Another way to save chips is a 
reversion to analog speedometers, as Peugeot is doing for its 308 
hatchbacks. GM said it built some Chevrolet Silverado pickups without 
a fuel-economy module, costing drivers one mile per gallon.

Yes, automakers have no choice but to plough the depths of their 
creativity.  There’s also shrinking available cargo space, as the global 
economy recovers from Covid-19. When carmakers can secure orders, 
the chips often can’t be shipped. In some cases, automakers and their 
suppliers are accepting available chips and rewriting the software 
to give them a new task. Cars are being stocked unfinished, to keep 
production lines running. In Hamtramck, greater Detroit, an area 
stretching several blocks was filled with Ford F-150 pickup trucks 
without some chips. GM is doing likewise. The gap between ordering 
a chip and getting it is growing, from around 13 weeks in late 2020, 
to over 16 weeks of late. Even Apple Inc., who normally finds itself at 
the front of the queue with its high-spec IPhones and its aggressive 
demands, is starting to feel the pinch.

As vehicles become technologically more advanced and use more 
chips, and as more EVs are made, the shortage situation may become 
longer-term.  Speaking of EVs, every company in the auto business 
is now in the EV business, and vast amounts are being invested in 
the production of hybrids, plug-in hybrids, EVs, and in some cases 
hydrogen fuel-cell vehicles. GM is in for $35 billion for EVs and 
autonomous vehicles, Ford for $29 billion. Volkswagen, Toyota and 
Daimler will spare no expense in the race to beat each other. There are 
battery plants with partners, and model development with partners. 

EVs are selling well worldwide.  Look at Norway: plug-in 
EVs hit an 85 percent share in June, up from 66 percent 
a year ago. Non plug-in powertrains and plugless 
hybrids are on their way out. Of the 20,392 vehicles 
registered in June, only 1666 gas and diesels were sold.  
Tesla Model 3 was the best seller.
There’s just no turning back. n
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WHY ALL THIS TRADE PROTECTION?
There’s talk these days in those circles where certain 
things are talked about, of inflation, something we 
haven’t seen for quite some time.  There’s something 
going on in the manufacturing industry that might be 
responsible for some of this inflation. 

We’ve just come through the most serious phases of 
a pandemic and in the early stages of this pandemic 
people weren’t buying much, so manufacturers were 
making much less than they normally would. During 
this time, companies that made steel, for example, 
started making plans to shut down blast furnaces, 
without which there would be less liquid metal, or 
pig iron, to make steel. Why make the steel when 
nobody’s buying it? It made sense at the time, so 
companies did it.

In any event, people wouldn’t be bringing steel in 
from offshore because there was a 25 percent tariff 
on the stuff, something called a Section 232 tariff, 
which upped the cost of imported steel, but it was 
to have a significant effect on U.S. manufacturing. 
Many manufacturers were against the tariffs 
from the start. The price of their steel would jump 
25%, as would the price of their aluminum (by 10 
percent).  The U.S. certainly isn’t the only region 
that’s suffering. Steel buyers in many countries 
are becoming increasingly frustrated at the lack 

of material available in their local markets and the 
obstacles to importing.

On June 11, 2021, the European Commission set out 
its proposals to extend the steel safeguards. This 
would prolong the quota and tariff system that is 
currently in place, by a further three years. It includes 
a three percent annual uplift in tariff-free import 
volumes. The European Union is set to continue a 
system of quotas and tariffs that have been in place 
since 2018 for a further three years to protect EU 
steelmakers from a potential surge of imports.

Washington’s retention of 25% steel tariffs has closed 
the U.S. market to many exporters, prompting the 
European Union to put in place safeguard measures 
for 26 grades of steel, including stainless, with 
imports over the quota thresholds subject to tariffs. 
The quotas have increased each year.

Twelve EU countries, including France, Germany and 
Italy, urged the European Commission in January to 
extend the safeguard measures beyond their June 
30 expiration date.  The Commission, which oversees 
EU trade policy, has reviewed the measures and 
proposed a three-year extension, with the quotas 
increasing by 3% at the start, as well as in 2022 
and 2023. EU members have since approved it, EU 
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diplomats said.  Since the safeguards will have lasted 
beyond three years, those subject to the quotas can, 
under World Trade Organization rules, bring counter-
measures such as tariffs on EU goods.  The main 
exporters of steel to the EU are China, India, Russia, 
South Korea, Turkey and Ukraine.

European steel buyers and traders are questioning 
the need for any continuation of these measures. 
They argue that alleviating shortages in the local 
market is vital to the overall health of the EU steel 
sector. The mills state that protection measures 
are required so they can invest in sustainable, and 
greener, methods of production.

Section 232 tariffs continue to be a barrier to imports 
into the US. Recent meteoric rises in steel prices 
and low availability have sparked renewed interest 
from customers in looking for material outside of 
the domestic market.  However, they complain about 
the additional costs incurred due to the 25 percent 
tariffs. Several products have gained exemptions. 
Nevertheless, many US buyers now wish to see the 
complete removal of the trade restrictions.

A potential agreement between the EU and U.S. 
government to lift duties incurred on trade between 
the two regions could be made later this year. 
Speculation exists that this may then lead to further 
exclusions for other countries, particularly where 
established trade agreements are already in place.  
This will do little to improve the availability of steel 
in either region.  Most shipments between the two 
trading partners are for high specification steel 
products.

Current international price levels are very good for 
the bottom line. If trade restrictions in the EU and US 
were to be removed, the concern outcome would be 
that this would hurt the bottom line. But maintaining 
these price and availability levels will continue to 
add to shortages in the markets, and will add to 
the woes of the manufacturers who have no choice 
but to pay the price demanded by the steelmakers. 
Subsequently, the manufacturer has no choice but to 
pass as much of the price increase as he can onto his 
customers.

To put this into perspective, the U.S. domestic mill 
prices, $ per ton, for H.R. and C.R. were 440 and 610 
early August 2020; $1,009 and $1,112 respectively in 
early January 2021 and $1,740 and $1,980 in early 
July. Today steel scrap is worth around the same as 
hot-rolled coil was last August.

The situation, tariffs apart, is making it more 
attractive for buyers in both Europe and the 
U.S. to go for imports. Europe might be the first 
to break.  The overall situation is a dilemma for 
the U.S. president, who will be caught between 
the steelmakers and their unions, and the 
manufacturers. There may be room for compromise; 
we’ll see. n
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