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This Morning 
 
The truce in the trade battle between the U.S. and China announced over the weekend gave markets a 
boost in early trading as the Shanghai Stock Exchange Composite Index gained 2.2% while the major 
commodity indexes were up anywhere from 0.4% - 1.0% this morning. Crude oil prices were firmer ahead 
of the OPEC meetings in Vienna this week as NYMEX crude oil futures touched $60 per barrel this 
morning. In London, nonferrous metal prices were mixed with LME 3-mo. copper and aluminum trading 
up around $6,025/mt and $1,805/mt, respectively, this morning, while LME 3-mo. nickel fell as low as 
$12,365/mt after SHFE nickel futures settled 0.8% lower earlier today. In foreign exchange trading the 
euro and British pound dipped to around $1.135 and $1.265, respectively, this morning, while the 
greenback was buying 108.3 Japanese yen. 
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Selected Primary Commodity Prices: July 1, 2019  
Last CHG % CHG Prior Open High Low 

COMEX Copper Sep  
($/lb.) 

2.7265 0.013 0.5% 2.714 2.75 2.757 2.723 

COMEX Gold Aug  
($/to) 

1,395.6 -18.1 -1.3% 1,413.7 1401.8 1,401.9 1,384.7 

COMEX Silver Sep  
($/to) 

15.33 0.0 -0.1% 15.34 15.32 15.33 15.2 

NYMEX Light Sweet 
Crude Aug ($/bbl) 

59.99 1.5 2.6% 58.47 59.27 60.28 59.27 

SHFE Aluminum Aug  
(RMB/mt) 

13,780 -50 -0.4% 13,830 13,830 13,855 13,720 

SHFE Copper Aug  
(RMB/mt) 

47,260 260 0.6% 47,000 46,970 47,450 46,960 

SHFE Nickel Aug  
(RMB/mt) 

101,030 -790 -0.8% 101,820 101,770 102,330 99,570 

SHFE Zinc Aug  
(RMB/mt) 

19,915 60 0.3% 19,855 19,855 20,095 19,800 

 
The Week Ahead 

It’s a holiday-shortened week in the U.S. this week due to the Independence Day holiday, but there’s still 
plenty of economic news for investors to digest. Key U.S. economic reports out this week will cover 
manufacturing PMI, construction spending, light vehicle sales, trade, along with the big jobs report due 
out late in the week. The consensus forecast is that nonfarm payrolls rose by around 160,000 in June 
while the unemployment rate is expected to remain steady at 3.6 percent. Markets are expected to get an 
early bounce this week following the U.S-China truce on tariffs announced over the weekend. Markets will 
also be paying attention to this week’s OPEC meeting, with the Financial Times reporting “Oil ministers 
meet in Vienna at the start of the week to discuss whether to continue with OPEC’s supply curbs policy. 
OPEC and allies outside the cartel, including Russia, pledged to cut production by 1.2m barrels a day 
from January, a level they have since exceeded because of U.S. sanctions against Iran and other supply 
disruptions.” Overseas, new German figures are due out on unemployment, manufacturing PMI, retail 
sales, and manufacturers’ orders. In the UK, the race between Boris Johnson and Jeremy Hunt to 
become the next leader of the Conservative Party and U.K. Prime Minister is expected to heat up. Have a 
great week and hope you all have a terrific 4th of July holiday! 
 
 
U.S. Economic Calendar: July 1-5, 2019embe 

Date Time Release Period Consensus Prior 
Jul 01 10:00 ISM Manufacturing Index Jun 51.5 52.1 
Jul 01 10:00 Construction Spending May 0.0% 0.0% 
Jul 02 14:00 Auto Sales June NA 3.52M 
Jul 02 14:00 Truck Sales June NA 9.92M 
Jul 03 08:15 ADP Employment Change Jun 145K 27K 
Jul 03 08:30 Trade Balance May -$54.4B -$50.8B 
Jul 03 08:30 Initial Claims 06/29 222K 227K 
Jul 03 08:30 Continuing Claims 06/22 NA 1688K 
Jul 03 10:00 ISM Non-Manufacturing Index Jun 55.8 56.9 
Jul 03 10:00 Factory Orders May -0.5% -0.8% 
Jul 05 08:30 Nonfarm Payrolls Jun 160K 75K 
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Jul 05 08:30 Nonfarm Private Payrolls Jun 147K 90K 
Jul 05 08:30 Avg. Hourly Earnings Jun 0.3% 0.2% 
Jul 05 08:30 Unemployment Rate Jun 3.6% 3.6% 
Jul 05 08:30 Average Workweek Jun 34.4 34.4 

 
Economic Week in Review 

As reported by the Wall Street Journal, “President Trump and President Xi Jinping of China managed to 
get trade talks back on track this past weekend, but an even tougher job lies ahead—appeasing hard-line 
factions within their own governments demanding they give no quarter. Mr. Xi faces party leaders and 
executives of state-owned enterprises who believe Washington is out to demolish the government-led 
economic model that is responsible for China’s emergence as a global power and U.S. rival. Mr. Trump, 
for his part, faces skepticism from some Republican and Democratic lawmakers who worry he will give up 
too much in any deal, as well as wariness among some of his own appointees. Heading into an election 
year, Mr. Trump must also contend with restiveness among his supporters in the business community and 
farm-belt states who have been hit by the tariffs imposed by both countries.” 
 
The truce in the tariff battle comes amid reports of slower manufacturing output in China. IHS Markit 
reports today that the Caixin manufacturing PMI fell from 50.2 in May to 49.4 in June, falling below the 50 
threshold separating expansion from contraction for the first time in 4 months. According to the IHS Markit 
press release, “June data highlighted a challenging month for Chinese manufacturers, with trade tensions 
reportedly causing renewed declines in total sales, export orders and production. Companies responded 
by reducing headcounts further and making fewer purchases of raw materials and semi-finished items. At 
the same time, selling prices were raised following another increase in input costs, though rates of 
inflation were negligible. Business sentiment was broadly neutral at the end of the second quarter, with 
firms mainly concerned about the US-China trade dispute.” 
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Here in the U.S., new home sales fell below consensus expectations and have bucked the traditional 
expectation that lower mortgage rates spur new home sales. Mortgage rates have been falling over the 
last year which prompted buying activity into spring of 2019. As rates continue to fall, however, it appears 
that home buying is still softening as sales declined to a seasonally adjusted annual rate of 626,000 in 
May, down from 673,000 in April. 

 
The third estimate of Q1 GDP did not change from the second estimate and firmly puts Q1 growth at 3.1 
percent as a slowdown in personal consumption spending (+0.9% vs. 2.5% in Q4 2018) was offset by 
rising exports (+5.4%), reduced imports (-1.9%), and higher government spending (+2.8%). 
 

Category Q1 Q4 Q3 Q2 Q1 
GDP 3.1% 2.2% 3.4% 4.2% 2.2% 
Inventories (change) $122.8B $96.8B $89.8B -$36.8B $30.3B 
Final Sales 2.6% 2.1% 1.0% 5.4% 1.9% 
PCE 0.9% 2.5% 3.5% 3.8% 0.5% 
Nonresidential Inv. 4.4% 5.4% 2.5% 8.7% 11.5% 
Structures 4.3% -3.9% -3.4% 14.5% 13.9% 
Equipment -1.0% 6.6% 3.4% 4.6% 8.5% 
Intellectual Property 12.0% 10.7% 5.6% 10.5% 14.1% 
Residential Inv. -2.0% -4.7% -3.6% -1.3% -3.4% 
Net Exports -$905.0B -$955.7B -$949.7B -$841.0B -$902.4B 
Export 5.4% 1.8% -4.9% 9.3% 3.6% 
Imports -1.9% 2.0% 9.3% -0.6% 3.0% 
Government 2.8% -0.4% 2.6% 2.5% 1.5% 
GDP Price Index 0.9% 1.7% 1.8% 3.0% 2.0% 

 
But looking forward, investors remain concerned about uncertainty on the trade and monetary policy 
fronts and the potential impacts on business investment & economic growth, as evidenced by the 
steepening yield curves: 
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Commodity News 

Ferrous –  
Iron ore prices continue to ramp up to nearly $118 per dmt, a five-year high: 

https://engineeredrecycling.com/en-US/


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
The surge in iron ore prices comes as China’s steel production continues to set new records. According 
to figures released last week by the World Steel Association, China produced 404.9 million tons of 
crude steel during Jan-May 2019, up 10.2% from the corresponding period last year. In comparison, 
U.S. steel production during the first 5 months of 2019 was up 6.2% year-on-year to 37.2 million tons, 
while TYD Turkish steel production declined 10%, according to worldsteel data. While Turkish ferrous 
scrap prices have shown signs of improvement recently, U.S. exports of ferrous scrap to Turkey are 
still down 18% so far this year. 
 
As the summer lull sets in, AMM and other news outlets have been reporting U.S. steel mills are trying to 
push through a series of price hikes on hot and cold-rolled coil, along with a $40 per ton price hike on 
tubing. Meanwhile, the import tariffs and competitive U.S. prices have reportedly been disincentivizing 
steel imports. The American Iron and Steel Institute estimates U.S. total and finished steel imports are 
down 12% and 18%, respectively, so far this year. Here’s the import breakdown by product from AISI: 
 



 
 
 
Nonferrous –  
 
For nonferrous scrap metal exporters, China’s July 1 deadline for import restrictions on higher quality 
(Category 6) scrap metal is now upon us, but the turmoil in China started well before July 1. As reported 
in ISRI’s member alert two weeks ago, “A list attributed to the China Solid Waste and Chemical 
Management center under the MEP was circulated {recently}, indicating severely restricted import quotas 
for Chinese copper, aluminum, and ferrous scrap imports in the 3rd quarter… Given the uncertainty 
surrounding what materials will be acceptable for import into China following July 1, the release of the 
restricted quota list only added to the confusion. Key unanswered questions include whether additional 
batches of quotas will be announced in the near future, what port regions could be included in future 
announcements, and the shipment periods for these and additional quotas. For now, the third quarter 
quotas volumes for the Ningbo and Shanghai port areas appear to be set as follows:  
HS 7404000090 (copper scrap): 240,796 metric tons;  
HS 7602000090 (aluminum scrap): 54,256 metric tons; and  
HS 7204100000/7204290000/7204300000/7204410000/7204490090/7204500000 (ferrous scrap):   
14, 968 metric tons.” 
 
More recently, Reuters reported that “The port of Sanshan in southern China’s Guangdong province 
stopped accepting scrap metal shipments on Thursday after an excessive build-up of stockpiles caused 
by importers racing to bring in cargoes ahead of new rules starting next week… Because scrap stockpiles 
at the port have grown too large, customs decided to bring forward the deadline for scrap cargoes to 
arrive at Sanshan from June 29 to June 26, according to a notice from the Sanshan port authority sent to 
customers and reviewed by Reuters.” We should have more for you on the situation in China in next 
week’s report. For now, here’s Reuters’ map of the designated ports of entry approved for scrap imports: 



 
 
 
Paper and Plastic – 
 
Curbside recycling programs are continuing to be rewritten as communities adjust to the demand void 
from China’s import ban. At the Sustainable Oregon conference in Bend, OR, the most relevant topics 
were about hard to recycle plastics and contamination in the recycling stream. Dylan deThomas, of the 
Recycling Partnership, remarked that their surveys of recycling programs have found only a few small-
market municipalities moving to a dual-stream system to address contamination issues. Narrowing lists 
and cart tagging appear to be the more prevalent solutions being implemented. Rogue Disposal & 
Recycling, who service parts of southern and central Oregon, have done both and found that resistance 
to the changes may draw out as long as a few months but have successfully established new norms for 
their stream. Fastmarkets RISI reported that municipal contracts have flipped with the communities 
paying out for their recyclables to be processed rather than receiving revenue from the secondary sale of 
the materials.  
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A look at the recent exports of mixed paper show that India has become the largest regular consumer for 
U.S. mixed paper exports. But Indonesia is the still on a growth pace after India’s demand slowed down in 
the middle of 2018. However, there’s still a quarterly shortfall of over 20,000 metric tons due to the loss in 
demand from China. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
The search for alternative markets for plastics, the picture is bleaker. Malaysia, Vietnam, and Thailand 
were hopeful growth markets for a variety of low grade plastic bales but these sharply dropped off in mid-
2018. The onset of China’s import ban had already seen a 25% decline in U.S. mixed plastic exports. 
This decline was softened by the increased acceptance from Malaysia and Vietnam followed by Thailand. 
After the copycat regulations and restrictions were implemented around southeast Asia, the demand gap 
fell to less than half of what it was from peak levels in 2017. 
 
Canada and Mexico have remained steady partners in mixed plastics trade. Canada’s demand for mixed 
plastics has been at a steady quarterly growth rate of 4%. It appears that a lot of the secondary sorting 
investments are creating a stronger demand market that’s capable of extracting value from mixed bales. 
 
 
Transportation: Railroad Traffic 
 

 
 
The Association of American Railroads reported last week that, for the week ending June 22, “…total U.S. 
weekly rail traffic was 525,116 carloads and intermodal units, down 5.8 percent compared with the same 
week last year. Total carloads for the week ending June 22 were 257,836 carloads, down 4.0 percent 
compared with the same week in 2018, while U.S. weekly intermodal volume was 267,280 containers and 
trailers, down 7.5 percent compared to 2018. 
 
One of the 10 carload commodity groups posted an increase compared with the same week in 2018. It 
was petroleum and petroleum products, up 2,655 carloads, to 14,062. Commodity groups that posted 
decreases compared with the same week in 2018 included coal, down 4,590 carloads, to 78,543; 
nonmetallic minerals, down 2,085 carloads, to 36,309; and metallic ores and metals, down 2,071 
carloads, to 22,662. 
 
For the first 25 weeks of 2019, U.S. railroads reported cumulative volume of 6,290,803 carloads, down 
2.9 percent from the same point last year; and 6,652,512 intermodal units, down 3.0 percent from last 
year. Total combined U.S. traffic for the first 25 weeks of 2019 was 12,943,315 carloads and intermodal 
units, a decrease of 2.9 percent compared to last year.” 
 

This Week’s Story 
 
A lemon, a potato, and a pea all had a tough week at the grocery store, so they decided to let off some 
steam with a pub crawl at the weekend. 
 
They had a great time, hitting bar after bar, knocking back drinks, but being so genetically different, the 
alcohol affected them each in different ways: the lemon got very acidic and refluxy; the potato, being a big 
starchy chap, took the drinks in stride; while the little pea reacted to all the sugar and started to get a 
touch hyperactive. 



 
At the end of the night, the three friends found themselves leaving a bar at the top of a tall hill, when all of 
a sudden the pea started bouncing up and down excitedly: "Guys! Guys! I've got a great idea! We’re all 
vaguely round in shape, instead of taking a taxi home, let's just roll down the hill!" and before the others 
could protest he was off –rolling quickly down the hill. 
 
The lemon lurched after him, but soon started listing violently from side to side as he went, owing to his 
oval shape, which did nothing for his unsettled stomach. With a sigh, the potato trundled along slowly 
behind. 
 
By the time the potato had bounced his way to the bottom of the hill, the lemon was feeling extremely ill, 
but the pea was already jumping up and down again "that was great, that was great, let's do it again!" 
 
The lemon looked like he was about to lose his lunch, but the pea didn't seem to care, "Come on! Let's go 
again, that was great!"  
 
The potato turned to him and said "Easy peasy, lemon's queasy." 
 
 
This Week’s Quote  
 
“The greatest dangers to liberty lurk in the insidious encroachment by men of zeal, well-meaning but 
without understanding.”  

-- Justice Louis Brandeis 

 

HAVE A HAPPY AND SAFE 4th OF JULY!!! 
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