
The summer doldrums have hit the steel market,
a temporary pause it is hoped, and this will be
the last Steel News until September.  In this
edition, we have included an article on a subject
of importance to all employers and employees in
our industry, even if not directly a steel-related
issue – health care.  With the late June decision
of the Supreme Court to uphold the health care
legislation known now as Obamacare, employers
and employees are scrambling to understand
both what the Supreme Court decided and what
it means for them and their companies.  Richard
McHugh has provided a short article that begins
that process.  AIIS also will be participating in
discussions by the National Association of
Manufacturers, which is also trying to sort out
what this decision means for employers and
what they need to do to comply with the law.  It is
a law of over 2,700 pages and remains a
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The negative news on the economic front continues to build, but several steel-
related sectors have remained stubbornly strong, creating some justification for
optimism.  

The bad news is easy to find.  The final GDP numbers for the first quarter came in
a 1.9 percent, no change from the prior estimate.  The government report cited
inventory sell-off and a decline in non-residential investment as negatives for the
quarter.  The positives inside the report included an increase in exports and an
increase in residential investment.  Data for the second quarter are not yet
available, but most pundits see little reason for optimism for GDP growth, April
through June.  

The unemployment rate for June remained at 8.2 percent.  Stubbornly high levels
of unemployment continue to keep a potential recovery from gaining momentum.
Clearly, high unemployment has had a psychological impact on Americans’
spending habits, and since consumer spending drives GDP in the US, the
psychological impact is not unimportant.  

The ISM index for all manufacturing has been one economic indicator that we have
been able to point to as a significant reason for optimism since it showed
continued growth in manufacturing each month since June 2009.  Now, for the first
time since June 2009, in June 2012, the index posted a sub-50 number, 49.7,
down from 53.5 in May.  This report therefore shows a contracting manufacturing
sector.  Moreover, in the same report, the new orders index also posted a strong
decline, by 12.3 to 47.8 percent.  This is the first decline in the new orders index
since April 2009.  

FROM THE PRESIDENT
DAVE PHELPS:
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domestic and imported out of fear of a strike.  The good news is that
all reports related to the labor negotiations have been positive and
optimistic, but the recurring theme from the bad old days continues
to raise its head.  

The bottom line for the steel market and steel imports is whether the
negative general economic indicators discussed in this report have
real “teeth” in them and a softening of the economy is occurring in
mid-third quarter.  If so, there is little hope that anything more than
a minor uptick in steel prices will occur.  The optimists are holding
out hope that the US economy’s slow slog back to health will
continue and the steel market will continue its slow advance too.  

AIIS, as a proud member of the National Association of
Manufacturers believes that one way to strengthen the economy and
then the steel market would be for the government to adopt pro-
manufacturing policies.  One recurring theme in the manufacturing
world these days is that government created uncertainty is delaying
expansion and hiring decisions as regulatory burdens have
increased and the costs to hire new employees becomes more and
more difficult to calculate due to anti-manufacturing tax and
regulatory policies.  More on that subject later in “Steel Shorts.”

Market Update (continued from page 2

STEEL SHORTS
HHiigghhwwaayy  BBiillll  
As has been reported to AIIS members, the Congress has passed
and now President Obama has signed the Highway Bill.  The new
legislation will fund highway, bridge and mass transit projects for
more than $100 billion over the next 27 months.  The legislation
also calls on Congress to use all the money collected by the Harbor
Maintenance Fee for projects like dredging.  AIIS thanks all the
members who participated in the effort to convince the Congress
to fund dredging at the level of collections.   We will be continuing
to monitor congressional action on dredging going forward.
Further, we look forward to needed investment in our nation’s
infrastructure improving demand for steel products once the
money from the legislation starts flowing.  

CChhiinneessee  SStteeeell  MMaarrkkeett,,  IImmpprroovveedd  CCoonnddiittiioonnss  PPrreeddiicctteedd  
Steel industry pundits are predicting that after 18 months of
declines, the Chinese steel market is set for a rebound.  Inventory
draw down over the last 16 weeks is said to have run its course and
buyers are reportedly starting to return to the marketplace.
Moreover, prices are expected to increase in the wake of output
cuts by steelmakers as early as July or August.  As the largest steel
producing and consuming nation, significant changes in market
conditions in China can have a profound impact on steelmaking

Steel Shorts (continued on page  8) Health Care Reform (continued on page  8)

Health Care Reform Survives
Supreme Court Scrutiny,
Although Not Entirely Intact

Richard P. McHugh, 
Porter Wright Morris & Arthur, LLP, 
RMcHugh@porterwright.com

Health care reform just got a clean bill of health from the United
States Supreme Court.  The Court recently ruled on the
constitutionality of the Patient Protection and Affordable Care Act
("PPACA"), and generally upheld the legislation in a 5-4 decision
written by Chief Justice John G. Roberts.  In an outcome considered
surprising to some, Roberts was joined in his opinion by the four
justices who had been appointed to the Court by Democratic
presidents.  Certain individual justices wrote and/or joined
concurring and dissenting opinions as well.  The Court upheld the
individual mandate to purchase health coverage, concluding that the
mandate is permissible under the taxing authority of Congress.
However, the Court rejected the argument put forward by the Obama
administration that the individual mandate was a valid exercise of
the power of Congress under the Commerce Clause of the
Constitution.  It will be interesting to see whether this restrictive
ruling on the Commerce Clause might come back to haunt future
Congresses and presidents in areas unrelated to health care reform
without regard to which political party is in power.

By way of a quick refresher, the Court considered four questions
during oral arguments held earlier this year.  The main issue was
whether Congress had the power under the Constitution to impose
the individual mandate to purchase health coverage.  A second issue
addressed whether other parts of PPACA had to be struck down if
that mandate was invalidated.  The third issue before the Court
considered whether PPACA's expansion of Medicaid imposed
undue coercion of the states (as discussed below, the Court
surprised most observers with their decision on this issue).  The
fourth and final issue asked whether the above questions were ripe
for adjudication at this time since the mandate is not yet in effect
(this fourth issue was rejected by the Court).

Because the mandate is constitutional, the Court was not required
to decide whether other parts of PPACA had to be struck.  Subject
to the possibility of congressional repeal (or amendment), the entire
statute survives this courtroom brawl essentially as is.

The decision is not a complete win for the Obama administration.  In
a bit of a surprise, the Court upheld the expansion of Medicaid
coverage contained in PPACA but concluded that it was
impermissible for the federal government to withdraw existing
Medicaid funding from states that opt out of this expansion.  No
lower court decision had taken this position.  The practical
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raw material pricing and trade flows, as well as international steel
pricing. 

UUnneemmppllooyymmeenntt  iinn  EEUU  aanndd  EEuurroo--ZZoonnee  
Unemployment rates in the EU and Euro-zone reflect the
increasingly dire economic situation in some European countries.
Overall in the EU (27), the official unemployment rate increased in
May to 10.3 percent from 9.5 percent in May 2011.  For the Euro-
zone, the official unemployment rate was 11.1 percent in May
compared to 11 percent in April and 10 percent in May 2011.  For
individual countries, the lowest recorded rates were in Austria at
4.1 percent, the Netherlands 5.1 percent while the highest
unemployment rates in May were 24.6 percent in Spain and 21.9
percent in Greece.  Clearly, these high rates of unemployment show
the challenges facing our European trading partners and the threat
to the world’s economy.  Moreover, official unemployment rates

Steel Shorts (continued from page 6

implications of this portion of the Court's opinion on the
expansion of Medicare are as yet unclear, but a handful of states
already have indicated that they likely will opt out of the Medicaid
expansion.

The Court's decision will have a profound impact on employers, the
states and health care providers.  Employers, many of which have
been frozen in place while awaiting this decision, will have to move
forward with plans to implement the provisions of PPACA that
become effective in the near term (such as the uniform explanation
of coverage) and in subsequent years (when plan design and
coverage issues will have to be analyzed).  Federal agencies
charged with implementing PPACA already have issued regulatory
guidance on certain provisions of the law, but much more guidance
(including the refinement of previously issued interim guidance) is
needed and anticipated.  There is much homework to do. 

The Court's decision clearly does not mark the end of the battle in
this country over health care reform.  Congressional Republicans
as well as Mitt Romney, the presumptive GOP nominee for
president, have stated loudly and frequently that their goal is to
repeal PPACA in its entirety.  Supporters of PPACA generally
concede that refinements to the law will be needed.  Health care
reform remains a main issue of contention in the fall's presidential
elections.  The Court's decision is likely to have an impact on the
debate.
Richard P. McHugh is a partner in the law firm of Porter, Wright Morris & Arthur LLP,
and is resident in the firm's Washington, D.C. office.  Mr. McHugh is a specialist in
all areas of employee benefits law, including qualified and non-qualified retirement
plans, executive compensation and health care plans, with significant experience
working with employers and health care providers in the implementation of the federal
health care reform legislation.  Mr. McHugh is listed in the Best Lawyers in America®
in the area of Employee Benefits (ERISA) Law.

Health Care Reform (continued from page 6) posted by governments generally under-report the actual
percentage of citizens unemployed, as is certainly the case in the
US. 

PPaannaammaa  CCaannaall  EExxppaannssiioonn  DDeellaayyeedd
The Panama Canal Authority announced that its $5 billion
expansion project has fallen six months behind schedule.  This
delay could mean that the new locks will not be operational until
2015.  [The original completion date was October 2014.]  

AAuussttrraalliiaa  aanndd  CCaarrbboonn  aanndd  MMiinniinngg  TTaaxxeess  
On July 1, the Australian Government imposed a 30 percent mineral
resource tax that will affect iron ore and coal producers.  Moreover,
it imposed an AUD 23 per tonne tax for carbon dioxide emitted.
This carbon tax is set at more than twice the levels of the EU carbon
tax it was noted.  These highly controversial taxes are being debated
in the context of elections set for next year.  The opposition
Conservatives have vowed to repeal the taxes, which they claim will
kill jobs.  

BBiillll  ffoorr  PPeerrmmaanneenntt  NNoorrmmaall  TTrraaddee  RReellaattiioonnss  ((PPNNTTRR))  wwiitthh
RRuussssiiaa  IInnttrroodduucceedd  
A bi-partisan move in the Senate – all too rare these days it seems
– to grant PNTR for Russia is being led by Senate Finance
Committee Chairman Baucus (D-MT) and co-sponsored by
Senators Kerry (D-MA), Thune (R-SD) and McCain (R-AZ).  The
move to give Russia PNTR is tied to their accession as a member of
the WTO.  Senator Baucus agreed to link the PNTR to legislation
that would sanction Russian human rights violators.  The National
Association of Manufacturers has announced their support for
PNTR for Russia and of course, AIIS also supports.  

GGlloobbaalliizzaattiioonn,,  aann  HHiissttoorriiccaall  NNoottee  
AIIS is in receipt of an email entitled “Trade Fact of the Week,” from
the Progressive Economy that sometimes presents surprising data.
Recently, it reported that merchandise trade as a share of GDP was
25 percent in 2011.  What completely surprised us was the next
fact.  In 1790 merchandise trade, as a share of GDP was 23 percent!
The article went on to list some of the facts that support the estimate
from the 18th century.  In 1772, the five big colonial ports – Boston,
NYC, Philadelphia, Hampton Roads and Charleston – averaged
1,363 international ship departures and 1,455 arrivals.  This meant,
for Boston for example, five arrivals and departures per week.
While the modern figures are lower than the pre-Revolutionary War
data, they don’t consider the size of the ships or airfreight or
passenger service.  Nonetheless, interesting data that show the
US’s global view is not a new 20th or 21st Century phenomenon.  


