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Strategic Insights From WSD
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WSD’s steel experience, steel
database and availability of steel
statistics are the principles for
performing steel forecasts, studies
and analysis for international
clients. WSD seeks to understand
how the “pricing power” of steel
companies the world over will be
impacted by changes in the steel
industry’s structure. The views
and opinions expressed in this
article are solely those of World
Steel Dynamics and not
necessarily those of AIST.
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Weighted Index of Activity (IDX) up moderately for 15 U.S.

steel-consuming industries

After rising 3.9% in 2015, but only
0.7% in 2016, WSD’s IDX is up an
average of 3.6% for the first eight
months of 2017. This rise is com-
posed of a 6.1% increase for the capi-
tal equipment short-lead-time (CES)
component of the overall index; a
5.4% rise for the capital equipment
long-lead-time (CEL) component;
and a 3.7% drop in the consumer
goods (CDIDX) component.
Looking ahead the next few years,
a surge in capital spending in the
United States (perhaps reflecting a
sizable investment credit on capital
outlays by businesses) seems to be
essential if U.S. steel demand is to
rise significantly given the follow-
ing: (a) many U.S. municipalities

have high debt and sizable entitle-
ment obligations for retiree pen-
sion and medical costs — both of
which limit their ability to engage
in the financing of sizable infra-
structure projects; (b) there’s been
about a 50% decline in U.S. retail
commercial construction as internet
shopping takes away market share
from shopping at brick-and-mortar
operations; (c) surging oil and gas
drilling, which has significantly
driven up steel demand, may now be
approaching a peak; (d) U.S. auto-
motive output may also be close to
peak; and (e) publicly funded non-
residential construction has recently
fallen to a 10-year low.
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Components of WSD Index of Steel Activity (USA).
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Table 1

Components of IDX (2004=100) as of August 2017 and 2016

CES: Short-lead-time capital goods

CEL: Long-lead-time capital goods

CDIDX: Consumer goods

MIDX: Miscellaneous industries

This report includes forward-looking statements that are based on current expectations about future events and are subject to uncertainties and
factors relating to operations and the business environment, all of which are difficult to predict. Although WSD believes that the expectations
reflected in its forward-looking statements are reasonable, they can be affected by inaccurate assumptions made or by known or unknown risks
and uncertainties, including, among other things, changes in prices, shifts in demand, variations in supply, movements in international currency,
developments in technology, actions by governments and/or other factors. +
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