Economic
Fall
Outlook 2020

TABLE OF CONTENTS
03
04
05
07
10
11
12
13

A Message from David Hargraves

Updates on Fall 2020 Publication

Hospital Performance

Patient Volume Trends

Premier’s Supply Chain Solutions

A Summary on Inflation

Pharmacy Inflation

Economic Overview

14
15
16
18
20
21
22

Copper

Cotton

Food

Plastic Resin

Rubber

Steel

Other Raw Materials
and Impacted
Product Categories

ECONOMICS
COMMODITIES
Introduction

Members of the Premier® alliance,
The importance of the healthcare supply chain has never been more visible to our
nation. The COVID-19 pandemic is unlike anything our industry has experienced
in the modern era, and it continues to highlight the urgency of building increased
supply chain resiliency.
From the beginning of the pandemic, Premier has been monitoring, innovating
and helping to meet supply chain needs – and we continue to support our
members and strengthen the healthcare supply chain through our multi-faceted
approach. This includes strategies to ensure a greater proportion of healthcare
products are insulated from shortages and available in times of need, such as
investing or partnering with domestic and geographically diverse suppliers and
organizing markets to assure access to critically needed drugs that are prone to
shortage.
Our comprehensive strategy of rallying contracted suppliers, mobilizing a global
direct-sourcing network of manufacturers, executing forward buys and securing
additional sources of supply through non-traditional partnerships allows our
members the ability to more quickly obtain high-quality products and supplies
on an ongoing basis. As part of our efforts to assure your continued access to products, Premier developed an expedited
sourcing process to get critical personal protective equipment (PPE) and other supplies on contract faster. Through July,
this process had resulted in the addition of 89 contracts and will only continue to grow.
Lastly, Premier is leveraging a robust, enhanced technology suite to support your needs during these changing
times, including:

+

Automated, real-time COVID-19 surveillance capabilities that integrate with existing electronic health
records (EHRs) – providing an early warning system and forecasting surges, and helping our members
plan coordinated responses and direct resources to where they’re needed most.

+

A crisis forecasting and planning tool that predicts the number of cases by county, the COVID-19 hospital
census in near real time and the supply levels a provider will need based on estimated case volume and
typical surge demand.

+

Enhanced clinical decision support capabilities with COVID-19 content to assist frontline providers in more
personalized intelligence on patient care and treatment options.

Armed with this intelligence, our members are better able to plan and allocate supplies and resources, as well as receive
an early indication of potential shortages.
Things are changing rapidly for all of us. Managing your supply chain during “normal” times can be challenging; however,
overseeing it during a global pandemic brings additional layers of complexity. As we navigate through these uncharted
times, know that Premier continues to advocate for policies that will protect and strengthen your supply chain, as we all
work together to improve the health of our communities.

David Hargraves
Senior Vice President, Supply Chain
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A Few
Updates on
the Fall 2020
Publication

The economy and key commodity markets have continued
to fluctuate since our spring updates, making it challenging
to have a clear picture of what lies ahead. In light of this,
we made a few changes to the fall 2020 publication.

Price Inflation Estimates
Price inflation estimates by contract are included in the Inflation Table file posted in Supply Chain Advisor® (SCA). These
estimates are for the upcoming 12-month period of Sept. 1, 2020 through Aug. 31, 2021. The price inflation estimates are
based on three factors:

+

The contract price protection language

+

Feedback from the Contracting team based on their knowledge of the category, supplier and market dynamics

+

Supplier feedback

In this version of the Inflation Table, we flag price increases that are temporary and note where we expect a price increase
either during the current contract cycle or between cycles. Due to changing market conditions, we will be updating this file
on a monthly basis through the end of the year. We will also flag any contract price estimates that changed from the prior
version.
The Inflation Table file is used to power the Med/Surg calculator, also posted in SCA. Additionally, the file is used to
generate the Service Line Inflation Summary on page 11 of this publication.
For more information on our approach and assumptions, please reference the Inflation Table file in SCA.

Commodities Section
Since the commodity markets are changing rapidly due to the impact of COVID-19, we will begin providing bimonthly commodity market updates, which will be posted on the Economic Outlook page in PremierConnect®.
This should help to keep the content more current between our standard, semi-annual publications.

Other Raw Materials
Lastly, we added a short article on other commodities, raw materials and specific product categories that have been
significantly impacted during the prior six months. This includes spunbond meltblown spunbond (SMS), carbon
dioxide and quaternary ammonium disinfectant (used for disinfectant wipes). We will continue to work closely with the
Contracting team to identify other raw materials and product categories that may be impacted and include updates on
those in future editions.
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AN UPDATE ON

HOSPITAL PERFORMANCE

Fig.1

Operating Margin of Acute Care Hospitals
14%

An analysis of acute care facilities within
Premier’s membership that submitted data
from 2017 through the 12 months ending
December 2019 shows the following trends:

12%
10%
8%
6%

•

Operating margin of acute care
hospitals: The average operating
margin decreased from 3.64 percent
in 2017 to 1.94 percent in 2019 while
the median and top quartile rates
remained essentially flat from
2017 to 2019.

•

Profit per acute care bed: There was
an increase in the median and top
quartile profit per acute care bed
from 2017 to 2019 while the average
rate declined from around $45,000
in 2017 to $35,000 in 2019.

•

Gross inpatient revenue as a percent
of gross patient revenue: There
was a decline across the board for
median, average and top quartile
percentages from 2017 to 2019.

•

Bad debt as a percent of net patient
revenue: There was an increase across
the board for median, average and
top quartile percentages from 2017 to
2019. The average rate saw the most
significant increase, rising from 6.75
percent in 2017 to 8.51 percent in 2019.

4%
2%
0%
2017

2018

2019
Median

Top Quartile

Average

Source: A database maintained by Premier.

Fig.2

Profit Per Acute Bed in Service
$180,000

$150,000
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$0
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Top Quartile
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Median

If comparing to previous editions of this
publication, please note that the cohort is
updated to include all facilities with full
data within the database for the timeframe
evaluated. The data set includes 12-months
of data for 2017 – 2019.

Average
Source: A database maintained by Premier.
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Fig.3

Gross Inpatient Revenue as a Percentage of Gross Patient Revenue
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Source: A database maintained by Premier.

Fig.4

Bad Debt Expense as a Percentage of Net Patient Revenue
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8%

6%
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0%
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Median
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Source: A database maintained by Premier.
Bad debt calculations were achieved by deducting bad debt
from gross patient revenue to arrive at net patient revenue
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AN UPDATE ON

PATIENT VOLUME
TRENDS

Changes of Note
0.31%

INPATIENT
VOLUME
decreased

OUTPATIENT
VOLUME
increased

4.60%

MAR2020

TOTAL ACUTE PATIENT VOLUME DECREASED 4.60
PERCENT IN JANUARY-MARCH 2020 COMPARED
TO JANUARY-MARCH 2019, MOST PROMINENTLY
DUE TO COVID-19.

0.27%

0.99%

1.19%

BIRTHS
decreased

INPATIENT SURGERIES
decreased

OUTPATIENT SURGERIES
increased

1.24%

Fig.1

0.18%

APR2019

MEDICARE
DISCHARGES
increased

1.85%

MEDICAID
DISCHARGES
decreased

April 2019-March 2020 Quarterly Trends

Q2 2019

Q3 2019

Inpatient Discharges

0.16%

0.67%

Outpatient Discharges

0.72%

2.41%

Total Discharges

0.67%

2.25%

Inpatient Surgeries

-0.04%

Outpatient Surgeries

Q4 2019

Q1 2020

APR 18-MAR 20

0.94%

-3.00%

-0.31%

2.04%

-4.46%

0.18%

1.94%

-4.32%

0.14%

0.42%

0.26%

-4.60%

-0.99%

2.51%

4.02%

2.71%

-4.67%

1.19%

Births

-1.12%

0.57%

-0.51%

-0.07%

-0.27%

Medicare Discharges

2.45%

4.15%

2.81%

-4.47%

1.24%

Medicaid Discharges

-2.09%

-0.65%

0.80%

-5.40%

-1.85%

Self-pay Discharges

0.42%

0.00%

2.35%

1.43%

1.03%

Managed Care and
Other Payer Discharges

0.52%

2.38%

1.68%

-4.37%

0.06%

1.03%

SELF-PAY
DISCHARGES
increased

The metrics reported below are based
on a sample of 763 acute care healthcare
facilities that submitted three years of
acute inpatient and outpatient data to
a database maintained by Premier. The
sample, which accounts for over 273
million patient discharges, represents
a cross-section of our membership that
includes variations in geographic area as
well as in organizational size and type.
This report identifies year-over-year
(YOY) percentage changes in volume for
key data elements, such as inpatient and
outpatient discharges, surgery growth
and payer mix for the twelve months
of April 2019 through March 2020.

Notes: Quarterly numbers show the percentage of change from the same quarter in the previous calendar year. Annual
totals represent the percentage of change overall in April 2019-March 2020 from April 2018– March 2019.
Source: A database maintained by Premier.
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Trends

Fig.2

Discharge Trends
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YOY Percent Change
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-1%
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-4%
-5%
Q2 2018
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Q4 2018

Total Discharges

Q1 2019

Q2 2019

Inpatient Discharges

Q3 2019

Q4 2019

Q1 2020

Outpatient Discharges

Source: A database maintained by Premier.

Discharges by Payer Type

6
6%
4
4%
YOY Percent Change

Fig.3

2
2%
0
0%
2
-2%
4
-4%
6
-6%
Q2 2018

Q3 2018
Medicare Patients

Q4 2018

Q1 2019

Medicaid Patients

Q2 2019
Self-Pay Discharge

Q3 2019

Q4 2019

Q1 2020

Managed Care & Other Discharges

Source: A database maintained by Premier.
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Fig.4

Surgery and Emergency Department Visits
5%
4%
3%
2%

YOY Percent Change

1%
-0%
-1%
-2%
-3%
-4%
-5%
-6%
Q2 2018

Q3 2018

Q4 2018

Q1 2019

Inpatient Surgery Visits

Q2 2019

Outpatient Surgery Visits

Q3 2019

Q4 2019

Q1 2020

Emergency Room Visits

Source: A database maintained by Premier.

Fig.5
Average Inpatient Length of Stay (ALOS)
3%3

3.75

2%2

3.70

1%1

Days

YOY Percent Change

3.65
0%0
3.60
-1%1

3.55
-2%2

-3%3

3.50

Q2 2018

Q3 2018

Q4 2018

Q1 2019
Percent Change

Q2 2019

Q3 2019

Q4 2019

Q1 2020

ALOS (Days)

Note: Average length of stay includes only inpatient data; outliers have been excluded.
Source: A database maintained by Premier.
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PREMIER’S

SUPPLY CHAIN
SOLUTIONS

Premier’s Drug Budget Tool
A resource for drug expense management
Pharmaceutical price inflation figures are derived from Premier’s Drug Budget
Development Tool. Version 15.0 of the Drug Budget Development Tool analyzes the top
95 percent of drug purchases, both on-contract and non-contract items, based on July
2019 through December 2019 member purchases at acute care facilities. Estimates of
inflation indices for each line item are based on January 2019 to January 2020 prices
corrected for recent changes in contract prices. Inflation figures for on-contract
items are updated monthly and the tool is totally recalculated semiannually.
The Drug Budget Development Tool and instructions for its use are available on the
PremierConnect® website under Budget Tools on the Pharmacy Member Resources page.
The tool is used with PharmacySpend™ to analyze your on- and non-contract items.
The total time to run PharmacySpend and the tool is generally less than 10 minutes.

To learn more, contact Jerry Frazier, director of Premier’s Center for Evidence-based Pharmacy Practice,
at jerry_frazier@premierinc.com.

Premier’s Medical-Surgical
Inflationary Calculator
A resource for managing
med-surg supply spend
The Medical-Surgical Inflationary
Calculator is an easy-to-use application
designed to estimate applicable
supply spend. The calculator:
•

Includes Premier’s contractual price
protection information to produce a
detailed projection of supply costs;

•

Prepopulates the spend profile
from one Supply Analytics report
and allows users to manually
adjust for anticipated spend;

•

Compensates for off-contract
purchases using an optional
Supply Analytics reports;

•

Alerts members to contract
categories that will be renegotiated
in the current year;

Premier’s Supply Mix Index™
A methodology for calculating supply cost indexes for each Medicare Severity-Diagnosis
Related Group (MS-DRG)
Premier’s Supply Mix Index calculates supply expense per patient procedure. The
index can also compare the cost with other hospitals nationwide to ensure appropriate
resource use, improve supply efficiency, and identify waste-reduction opportunities.
The Supply Mix Index combines clinical and supply cost data from 336 hospitals to:
•

Calculate a hospital’s supply mix based on services provided across
systems, within service lines, and at other levels within a system;

•

Provides aggregate inflation
estimates by line of business; and

•

Provide accurate statistics, determining weights using four million
patient-level records from Premier’s QualityAdvisor™ database;

•

Analyzes spend by individual
facility or IDN.

•

Demonstrate a more direct correlation to supply expense-per-patient
case than the Case Mix Index by focusing on supply cost within
a case (without incorporating non-supply expenses); and

•

Allow cross-hospital comparisons of supply efficiency.

The calculator is available to member health
systems and can be found in Supply Chain Advisor.
For more information, contact the Premier Solution
Center at solutioncenter@premierinc.com.

Premier’s new methodology is available in the executive-level reporting
application of SupplyFocus®, which is used by acute care facilities.

To learn more, contact Richard Westbay, director of supply chain research and analytics,
at richard_westbay@premierinc.com.
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A SUMMARY ON

INFLATION
PROJECTIONS

SERVICE LINE

PROJECTED PREMIER CONTRACT INFLATION ESTIMATES

Cardiovascular Services

0.00%

Clinical Laboratory Services

0.23%

Facilities

1.48%

Foodservice

Reference Food Market Overview

Imaging

1.24%

IT / Telecommunications

0.04%

Nursing

1.89%

Pharmacy *

2.32%

Purchased Services

0.39%

Surgical Services

0.29%

Projected Premier contract
inflation estimates are
calculated as follows:
Pharmacy – Projections are derived
from version 15.0 of Premier’s Drug
Budget Development Tool.
All Others (Except Foodservice) –
Projections reflect the expected weighted
average percent change in contract pricing
for the existing contract portfolio as of
September 1, 2020 – August 31, 2021.

*  Pharmacy data derived from Premier's Drug Budget Development Tool and reflects
only inpatient pharmaceutical prices for both on-contract and non-contract items.
Note: Estimated inflationary changes are subject to change.
The service line projections are based on a review by contract of the price
protection language, applicable price increase caps and consideration for
other market and supplier dynamics. For the contract specific estimates,
please reference the Inflation Table file posted in Supply Chain Advisor
(SCA) as well as the Med/Surg Calculator which is also posted in SCA.
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PHARMACY

INFLATION
PRODUCT CATEGORY

AHFS CATEGORY

INFLATION

Antihistamine drugs

04:00

0.69%

Anti-infective agents

08:00

0.72%

Antineoplastic agents

10:00

1.95%

Autonomic drugs

08:00

0.72%

Blood derivatives

16:00

0.00%

Blood formation, coagulation, thrombosis

08:00

0.72%

Cardiovascular drugs

24:00

-4.51%

Cellular and gene therapy

26.00

12.15%

Central nervous system agents

28:00

2.53%

Diagnostic agents

36:00

1.39%

Electrolytic, caloric, and water balance

40:00

2.11%

Enzymes

44:00

3.69%

Respiratory tract agents

48:00

-0.30%

Eye, ear, nose and throat (EENT) preps.

52:00

1.85%

Gastrointestinal drugs

56:00

-4.97%

Heavy metal antagonists

64:00

0.00%

Hormones and synthetic substitutes

68:00

1.76%

Local anesthetics (parenteral)

72:00

3.38%

Oxytocics

76:00

4.29%

Antitoxins, immune glob, toxoids, vaccines

80:00

6.50%

Skin and mucous membrane agents

84:00

2.37%

Smooth muscle relaxants

86:00

4.57%

Vitamins

88:00

-4.86%

Miscellaneous therapeutic agents

92:00

3.75%

Devices

94:00

-0.28%

PHARMACEUTICAL PRICE INFLATION RATE

Premier forecasts a 2.3 percent increase
in inpatient pharmaceutical prices. The
overall drug budget impact for acute care
hospitals, including projected changes in
mix/volume (-0.6 percent) and the impact
of newly released agents (1.3 percent),
is predicted to be 3.0 percent for nonDSH hospitals and 2.0 percent for DSHeligible hospitals. The American Journal
of Health-System Pharmacy (AJHP)
predicts an increase in pharmaceutical
expenditures of 2 to 4 percent.1
The Drug Budget Development Tool and
instructions for its use are available
on the PremierConnect® website under
Financial & Budget Tools on the Pharmacy
Member Resources page. The tool is used
with PharmacySpend™ to analyze your
on- and non-contract items. The total
time to run PharmacySpend and the
tool is generally less than 10 minutes.

2.3%

* Inflation rate for antineoplastic agents includes only those agents purchased via normal
distribution channels. Items purchased through specialty distribution are NOT included.

FA L L 2 0 2 0

12

ECONOMICS
COMMODITIES

ECONOMIC OVERVIEW
CPI AND PPI

Industry stakeholders – including suppliers and health systems – use key price indicators
when examining inflationary pressures in the marketplace including:

Consumer Price Index (CPI)

Producer Price Index (PPI)

The CPI and PPI measure the average change over time in the prices of fixed goods and services. The CPI is
primarily used to compare a household’s cost for a specific basket of finished goods and services with the cost
of the same basket during an earlier benchmark period. The weight given to each basket item is fixed.

CPI

PPI

The CPI measures price change from the consumer’s perspective
and encompasses goods and services purchased for personal
consumption by U.S. urban households. While there are many
categories within the CPI, the two most commonly used for
healthcare are the CPI for all urban consumers (CPI-U) and the
CPI for medical care. Medical care is one of eight major CPI
categories and it has two classifications – commodities and
services – each containing several item categories (strata).

The PPI measures price changes from the perspective of the seller
and includes the entire output of U.S. producers. Since the PPI
captures price movement prior to the retail level, it may foreshadow
subsequent price changes for businesses and consumers.

The CPI-U rose 0.6 percent in July 2020 on a seasonally adjusted
basis. Increases in the indexes for gasoline and energy accounted
for majority of the increase. The gasoline index continued to
rise in July after increasing sharply in June and accounted for
about one quarter of the monthly increase in the seasonally
adjusted all items index. The energy index increased 2.5
percent in July and the gasoline index rose 5.6 percent.2
For the 12 months ending July 2020, the all items index
increased 1.0 percent. The index for all items other than
food and energy also increased 1.6 percent over the past 12
months. The food index increased 4.1 percent and the energy
index fell 11.2 percent when compared to July 2019.3

The PPI for final demand increased of 0.6 percent in July 2020
(seasonally adjusted). The July increase is the largest rise since a
0.7-percent advance in October 2018. The index for final demand
services increased 0.5 percent in July, the largest advance
since rising 0.5 percent in April 2019. Prices for final demand
less foods, energy, and trade services increased 0.3 percent in
July. For the 12 months ending in July, the index increased 0.1
percent, following three consecutive 12-month declines.5
The 12-month net outputs of selected industries (unadjusted) are.6
• Hospital outpatient care, 2.3 percent
• Hospital inpatient care, 3.6 percent
• Home health and hospice care, 3.0 percent
• Nursing home care, 4.1 percent
• Physician care, 1.0 percent
• Medical laboratory and diagnostic imaging care, -0.3 percent

The un-adjusted medical care index rose 1.1 percent in July 2020
when compared to July 2019. The medical care services index
also increased by 5.9 percent. The index for prescription drugs
declined 0.2 percent. The index for hospital services rose 0.2
percent and the physicians’ services index increased 0.7 percent.
Additionally, the index for medical care commodities increased
1.1 percent when looking at the 12 months ending July 2020.4
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COPPER
MARKET OVERVIEW

Copper Market Update
The International Copper Study Group (ICSG) released preliminary data that
indicates world copper mine production remained essentially unchanged in
the first four months of 2020. In April, world mine production is estimated to
have declined by 3.5 percent, which reflects the first full month impacted by
COVID-19-related shutdowns and reduced production in the copper mining
industry. Preliminary data also indicates that world refined copper production
remained essentially unchanged during the first four months of 2020.7

CRITICAL TO
COVID-19
CARE

CRITICAL TO
RETURN TO
OPERATIONS

HVAC equipment, controls and services

4

4

Ice machines and water-dispensing
products and services

4

4

Maintenance, repair and operations

1

1

PRODUCT CATEGORIES WITH
HIGH COPPER CONTENT

During the same time period, world apparent refined copper usage declined by
about 2.5 percent as COVID-19 had a significant impact on the world economy
and usage of copper. Although data specific to the U.S. is not yet available for
2020, it’s estimated that usage could have declined by about 5 percent.8

Scale (0-4):
0 = Most Critical
4 = Least Critical
Please note, the above ratings are subject to change and are based on Premier’s
assessment of each category, products included and supplier insight.

Looking forward, the International Wrought Copper Council (IWCC) forecasts the
COVID-19 pandemic will reduce copper demand by 5.4 percent in 2020 with a rebound
of 4.4 percent growth in 2021. Specific to North America, refined copper demand in
2020 is expected to decline by 6.9 percent before an upturn of 5.3 percent in 2021.9
Regarding copper pricing, experts predict that copper prices could
stabilize in the coming quarters. Three-month copper futures on the
London Metal Exchange broke the $6,000-a-ton threshold by the end
of June despite previously reaching a low of $4,626 in March.10
Analysts predict stronger demand for copper during the second half of 2020
as economies and industries restart; however, this could be impacted by the
degree to which economies are truly able to bounce back. In addition to growing
demand, supply is also expected to increase. This will likely result in a surplus
market for the next couple years, which will put pressure on prices.11

Fig.1

Average Monthly Copper Prices (London Metal Exchange)

$400,000

300,000
250,000
200,000
150,000

7/20

5/20

3/20

1/20

11/19

9/19

7/19

5/19

3/19

1/19

11/18

9/18

100,000
7/18

Cents per pound

350,000

Source: U.S. Geological Survey: Copper statistics and information
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COTTON
MARKET OVERVIEW

Cotton Market Update
According to the latest United States Department of Agriculture (USDA) report,
cotton projections for 2020/2021 indicate that global cotton mill use is forecast
to rebound after a 15 percent reduction in 2019/2020 that was associated with the
global economic slowdown. World cotton consumption is projected to increase 10.5
percent to 113.1 million bales in 2020/2021. For comparison, total cotton consumption
in 2019/2020 was 102.4 million bales, which was the lowest level in 16 years. Mill
use is forecast to increase for each of the leading raw cotton spinners in 2020/2021,
with China and India accounting for a just above 50 percent of the world total.12
Global cotton production in 2020/2021 is projected at 117.5 million bales, 4.5 percent
below the previous year and the smallest crop in four years. Global cotton harvested
areas are projected to decline, which is generally attributable to lower cotton
prices, which resulted from stock levels rising significantly in 2019/2020.13

CRITICAL TO
RETURN TO
OPERATIONS

Bandages, Dressings and Gauze

1

1

Lap Sponges, OR Towels and
Specialty Spongess

3

1

Restraints and Fall Prevention

2

2

Reusable Textiles and Textile Services

2

2

Skin Integrity (Prevention,
Healing and Support)

3

2

Scale (0-4):
0 = Most Critical
4 = Least Critical

World cotton production remains concentrated among a few countries. In
2020/2021, the top four cotton-producing countries are forecast to account
for 73 percent of total production. China is expected to contribute 23 percent
of the total, while the U.S. and Brazil are projected to account for 15 percent
and 10 percent, respectively, of the world cotton crop in 2020/2021.14

Please note, the above ratings are subject to change and are based on Premier’s
assessment of each category, products included and supplier insight.

Price Outlook

For 2020/2021, mill use for all major countries is forecast to experience a rebound
as each country’s cotton spinning industry adapts to the anticipated recovery
of the global economy. Adequate and relatively inexpensive cotton supplies
will help the resurgence, which is expected to be led by China and India.15

In the U.S., less cotton is expected to be harvested
in 2020/2021, resulting in lower U.S. cotton
exports. As a result, U.S. ending stocks will
reach one of the highest levels of warehoused
cotton in recent history, making a tight supply
situation in the U.S. very unlikely in 2020/2021.17

The U.S. cotton demand (mill use plus exports) projection for 2020/2021 is
17.7 million bales. This level is similar to what it was during the two prior
seasons. The U.S. share of world trade is projected at 36 percent, down from
38 percent in 2019/2020, as competition with other exporters increases.16

Fig.1

CRITICAL TO
COVID-19
CARE

PRODUCT CATEGORIES WITH
HIGH COTTON CONTENT

Global stocks are also projected to reach the
second-highest volume ever, 104.9 million bales,
leading to downward pressure on pricing.18

The Cotton “A” Index
The Cotton “A” Index is an estimate of the world price of cotton. It is an average of the five lowest quotations for a sample of 19 cottons traded internationally.
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Source: National Cotton Council of America
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FOOD
MARKET OVERVIEW
Global Food Prices
The Food and Agricultural Organization (FAO) of the United Nations Food Price Index
is a measure of the monthly change in international prices of a basket of five food
commodities. The FAO Food Price Index increased 1.2 percent in July 2020 from June.
This represents the second consecutive month with an increase. Additionally, the July
2020 value is nearly 1 percent above its level in July 2019. Increases in the prices of
vegetable oils, dairy products and sugar outweighed lower prices in the meat markets.19

Fig.1

Price Change by Commodity

Change
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12 months

Change
last
month
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-35.03%
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Live Cattle

5.77%
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Sugar

10.59%

10.88%

Coffee

17.81%

14.78%

Commodity

Corn

The FAO Cereal Price Index was almost unchanged from June and up 0.4 percent from
July 2019. Among the major cereals, the prices of wheat changed little month-onmonth. The FAO Vegetable Oil Price Index increased 7.6 percent from June, reaching
a five-month high. The continued strength reflects firmer values for palm, soy and
rapeseed oils. The FAO Dairy Price Index increased 3.5 percent over June. Quotations
for all the dairy products represented in the index rose, moving the overall value
0.7 percent above the level in July 2019 and for the first time, reached pre-pandemic
levels. The FAO Meat Price Index saw a decline of 1.8 percent in July from June and
is 9.2 percent below the level reached in July 2019 as global import demand volumes
remain below export availabilities. Lastly, the FAO Sugar Price Index saw an increase
of 1.0 percent from June and 4.3 percent from July 2019 due to rising energy prices
and lower sugar production prospects due to a severe drought in Thailand.20

U.S. Food Prices

Source: http://money.cnn.com/data/commodities/

Note: Price change shown is from June 2019 to July
From July 2019 to July 2020, the Consumer Price Index (CPI) food index increased 4.1
2020 and July 13, 2020 to August 13, 2020.
percent. The index for food at home increased 4.6 percent and food away from home
increased 3.4 percent during this time period. All six major grocery store food group
indexes rose during that time period. The index for beef increased 14.2 percent over
the last 12 months, contributing to an 8.4 percent increase in the index for meats, poultry, fish and eggs. Fruits and vegetables increased
2.3 percent while nonalcoholic beverages increased 5.0 percent. The index for food away from home rose 3.4 percent over the last year.21

Looking at 2020 so far compared to 2019, food-at-home prices have increased 2.9 percent and food-away-from-home prices have
increased 2.2 percent. The CPI for all food has increased an average of 2.6 percent. In 2020, food-at-home prices are still expected
to increase between 2.5 and 3.5 percent. In 2021 they are forecasted to increase between 1.0 and 2.0 percent. Similarly, for food
away from home, prices are forecast to increase between 1.5 and 2.5 percent in 2020 and rise in the same range in 2021.22

Monthly Food Price Indexes
The Food Price Index, from the United Nations’ Food and Agriculture Organization (FAO), is an average of five commodity groups: meat, dairy, cereals, oils and fats, and sugar.
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Fig.3

Annual Percentage Change in Food Prices by Category, 2015 - 2019
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Poultry

0.4
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0.3
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1.2

Beef and veal
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-6.3

-1.2

1.4

1.6

Fig.4

Source: Calculated by ERS, USDA, using Bureau of
Labor Statistics (BLS) data.
Note: Data represent 12-month percentage changes.

Note: The most recent forecast was published on August 25,
2020. The next forecast will be published on September 25, 2020.
Source: Bureau of Labor Statistics’ Consumer Indexes
(not seasonally adjusted) and Forecasts by the Economic
Research Service
1
Bureau of Labor Statistics estimated expenditure shares,
May 2020. Food prices represent approximately 14.3
percent of the total CPI.
2
A negative sign indicates an adjustment downward and a
plus sign indicates an adjustment upward.

Changes in Food Price Indexes, 2018 through 2021
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PLASTIC RESIN
MARKET
OVERVIEW RESIN
PLASTIC
Plastic Resins Market Update
The global medical plastics market is projected to grow at a compound annual growth
rate of 17.2 percent between 2020 and 2021, which is approximately 10 percent higher
than earlier pre-COVID-19 growth projections. Major drivers include growing demand
from original equipment manufacturers and medical/device equipment manufacturers
to produce critical items like ventilators, thermal scanners and respirators.23
The medical disposables segment makes up the largest share of the medical
plastics market. Demand for these single-use products for surgical and
procedural applications has increased as a result of COVID-19.24
The fastest growing type of medical plastics is the standard plastics segment.
These products are sourced from crude oil and non-renewables. Major applications
of these plastics include the manufacturing of masks, gloves, drapes, gowns, trays,
catheters, syringes, surgical tools and lab wares. Increased requirements for personal
protective equipment are also boosting consumption of standard plastics.25
On a broader scale, the global plastics market size is expected to grow at a compound
annual growth rate of 3.2 percent by 2027 to reach $722.6 billion. The market growth
will primarily be driven by increasing automotive production and a subsequent
rise in plastics consumption in automotive component fabrication. The outbreak of
COVID-19 across the globe is severely affecting manufacturing industries, which,
in turn, is anticipated to negatively impact overall growth of the market.26
End-use industries such as automotive, consumer electronics, furniture
and bedding, and construction are witnessing a sharp decline in terms of
demand and production. This is mainly due to the reduction in discretionary
spending, increased spending on essential items such as food and medical
products, factory shutdowns, limitations on supply and transport, and a
slowdown in infrastructure development activities across the globe.27

CRITICAL TO
COVID-19
CARE

CRITICAL TO
RETURN TO
OPERATIONS

Beside Procedure Trays

2

1

Can Liners

1

1

Custom Procedure Trays/Packs,
Gowns and Related Products

3

0

Contrast Media Injector Disposables

3

2

Patient Bedside Products

3

3

OR Equipment Drapes

4

2

Room Turnover Products

3

1

Suture Laceration Kits

3

3

Plasticware and Glassware (pipettes,
pipette tips, petri dishes)

4

4

Manual Microbiology (lab consumables)

1

1

PRODUCT CATEGORIES WITH
HIGH PLASTIC RESIN CONTENT

IV Therapy Products (Sets and Tubing)

Scale (0-4):
0 = Most Critical
4 = Least Critical
Please note, the above ratings are subject to change and are based on Premier’s
assessment of each category, products included and supplier insight.

Polyethylene (PE) demand has not kept pace with rising prices and polypropylene
(PP) is facing supply challenges. In July, PE prices increased by a total of $0.05 per
pound with another $0.05 per pound increase slated for August. A September increase
announcement is anticipated, especially with hurricane season well under way.
The overall PP market remains very tightly supplied, and analysts do
not see it loosening much in the near term. PP has risen $0.08 per pound
since mid-June and producers are seeking an additional $0.03 per
pound increase, with an August increase also seeming likely.28
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Oil Market Update
The July Short-Term Energy Outlook (STEO) remains subject to heightened levels of uncertainty because mitigation and
reopening efforts related to the COVID-19 pandemic continue to evolve. Reduced economic activity related to COVID-19 has
caused changes in energy supply and demand patterns in 2020. Uncertainties persist across the U.S. Energy Information
Administration’s (EIA) outlook for all energy sources, including liquid fuels, natural gas, electricity, coal and renewables.29
Oil prices rose in July, averaging $43 per barrel, as numerous regions worldwide began to lift stay-at-home orders and as global oil supply fell
as a result of production cuts by the Organization of the Petroleum Exporting Countries (OPEC) and partner countries (OPEC+). EIA expects
monthly Brent spot prices will average $43 per barrel during the second half of 2020 and rise to an average of $50 per barrel in 2021.30
EIA expects high inventory levels and surplus crude oil production capacity will limit upward price pressures in
the coming months, but as inventories decline into 2021, those upward price pressures will increase.31

Plastic Resin Prices
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Fig.1

Source: Bureau of Labor Statistics – Producer Price Index – Commodity – Plastic Resins and Materials
Note: All indexes are subject to revision for four months after publication.
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NATURAL AND SYNTHETIC

RUBBER
PLASTIC
MARKET
OVERVIEW RESIN
Natural and Synthetic Rubber Market Update

CRITICAL TO
COVID-19
CARE

CRITICAL TO
RETURN TO
OPERATIONS

Exam Gloves

0

0

Surgical Gloves

0

0

PRODUCT CATEGORIES WITH
HIGH RUBBER CONTENT

According to the Association of Natural Rubber Producing Countries (ANRPC), global
production of natural rubber is likely to fall by nearly 5 percent in 2020 as the coronavirus
pandemic continues to put downward pressure on demand, putting the industry in crisis.
Demand is now expected to decline by 6 percent. For comparison, the association forecasted in
January 2020 that production would increase 3.8 percent and demand would rise 2.7 percent.32

Scale (0-4):
0 = Most Critical
4 = Least Critical

Production in Thailand, the top producer of rubber, is expected to fall by 0.9 percent. Indonesia,
the number two producer of rubber, is expected to have a production decline of 12.6 percent.
While the association said there has been a spike in demand for rubber gloves and other
protective equipment during the pandemic, that is offset by a plunge in demand from the
car industry and other industries.33

Please note, the above ratings are subject to change and are based on Premier’s
assessment of each category, products included and supplier insight.

Natural rubber imports by China, the world’s biggest consumer, could fall by 5.1 percent from
2019, while demand in India – the number two consumer and a major producer of rubber – is
set to plunge by 21.3 percent due in part to a lockdown of its car industry during the pandemic.34

Outlook on the Glove Industry
The global medical gloves market is estimated to grow at a compound annual growth rate of 7
percent through 2025 due to increased demand from the healthcare industry. In addition to
COVID-19 challenges, future market growth will be driven by the growing number of surgeries
resulting from rising cases of chronic diseases and the growth geriatric population worldwide.35

Rubber and Rubber Products Prices
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Source: Bureau of Labor Statistics – Producer Price Index – Commodity – Rubber and Rubber Products
Note: All indexes are subject to revision for four months after publication.
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Steel Market - Demand

CRITICAL TO
COVID-19
CARE

CRITICAL TO
RETURN TO
OPERATIONS

General Orthopedic Trauma

3

0

Surgical Instruments

4

4

Standard and Safety
Hypodermic Products

0

0

Orthopedic Small Joint Implants

3

1

PRODUCT CATEGORIES WITH
HIGH STEEL CONTENT

In 2020, the World Steel Association (worldsteel) forecasts that steel demand will contract
by 6.4 percent, dropping to 1,654 million tonnes (Mt) due to the COVID-19 crisis. In 2021,
steel demand is expected to recover to 1,717 Mt, an increase of 3.8 percent over 2020.36
The reduction in global steel demand will be mitigated by an expected faster recovery
in China than in the rest of the world. The above forecast assumes that most countries’
lockdown measures will continue to ease in June and July and that major steelmaking
economies do not suffer from substantial secondary waves of the pandemic.37

Scale (0-4):
0 = Most Critical
4 = Least Critical

Steel demand in developed economies is expected to decline by 17.1 percent in 2020
and only a partial recovery is expected in 2021 with growth of 7.8 percent. In the U.S.,
COVID-19 is causing a sharp manufacturing recession. The fall in oil prices has placed
additional downward pressure on energy sector investment and unemployment is
leading to reduced income and confidence, impairing residential construction.
Although non-residential construction is faring relatively better, it is expected to face
a decline in 2020 and a slight recovery in 2021.38

Please note, the above ratings are subject to change and are based on Premier’s
assessment of each category, products included and supplier insight.

Steel demand in the developing economies, excluding China, is expected to fall by 11.6
percent in 2020, but will see a substantial recovery of 9.2 percent in 2021.39

Steel Market - Supply
World crude steel production for the 64 countries reporting to worldsteel was 148.3
million tonnes in June 2020, a 7.0 percent decrease compared to June 2019. For the
first six months of 2020, world steel production was down 6 percent compared to the
same period in 2019. North America’s crude steel production in the first half of the
year declined by 17.6 percent compared to 2019.40

Iron and Steel Prices
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Source: Bureau of Labor Statistics – Producer
Price Index – Commodity – Iron and Steel
NOTE: All indexes are subject to revision
four months after original publication.
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OTHER RAW MATERIALS AND
IMPACTED PRODUCT CATEGORIES
In addition to the traditional commodities that are covered in each publication, there are several other raw materials
and product categories to highlight that have been significantly impacted as a result of COVID-19.

Spunbond Meltblown Spunbond (SMS)
SMS is a tri-laminate non-woven fabric that involves two components – spunbond polypropylene and meltblown polypropylene.
Surgical face masks are a large market for SMS for filtration purposes. SMS can be treated with additional repellents, which makes
it a great fabric for medical products such as surgical drapes, gowns, sterilization wraps and disposable patient sheets.41
SMS is the critical material required to manufacture N95 and other surgical masks as well as surgical isolation gowns. Due
to increasing demand for these products, SMS has been difficult to source and secure. Prior to the pandemic, there were eight
companies operating 44 composite SMS lines in the U.S., which were at 95 percent capacity prior to the increase in demand. SMS
lines are a substantial investment decision and currently, only one new line will start in 2021. SMS is now in short supply.42
Beyond masks and gowns, the air filters product category has also been impacted. As the supply of meltblown
synthetics is diverted for personal protective equipment production, air filter manufacturers are looking for a
new supply due to increasing demand. As a result, pricing is increasing for select air filter products.

Quaternary Ammonium Disinfectant
Demand for disinfectant wipes and sprays has significantly increased as a result of COVID-19 and medical professionals
as well as consumers wanting to protect themselves from the virus. As a result, demand for quaternary ammonium
disinfectant compounds has spiked. Quaternary ammonium compounds are the active ingredient in disinfectant products,
which work against viruses by stripping them of their lipid envelope and making them unable to penetrate cells.43
Producers have reported that their plants are running well although they are struggling with high demand and intermittent
problems obtaining raw materials, especially ethanol and isopropyl alcohol. Many raw materials come from other countries
where suppliers are not currently exporting. Companies in the U.S. have instead had to find domestic replacements.44

Carbon Dioxide
As a result of COVID-19, fewer people are traveling and driving and, as a result, the need for fuels, including ethanol, have gone down.
This has led to plants either cutting or stopping the production of ethanol and the resell of byproducts like carbon dioxide (CO2).45
The depleting supply of CO2 has implications for cylinder gas manufacturers as well as food and beverage manufacturers that
depend on CO2 for carbonation. In one report, 34 out of 45 plants in the U.S. reported decreased ethanol production. And, carbon
dioxide production is estimated to have decreased by 20 percent in the U.S. All of this has resulted in increasing CO2 prices.46

Exam Gloves
With the spread of COVID-19 and increasing need for personal protective equipment, exam glove prices have increased
due to a supply / demand imbalance. Increases are not yet driven by labor or raw materials. For example, spot market
prices for exam gloves out of China increased 400+ percent in the last 100 days (as of early August). Malaysian suppliers
have followed suit with increases but to a lesser extent. The increasing demand and lack of capacity in the global
marketplace forces buyers to take price increases as they are unable to move business to alternative suppliers. It’s
expected that prices will come down in the long term as demand is fulfilled and new capacity comes online.

FA L L 2 0 2 0

22

References

Pharmacy Inflation

Natural And Synthetic Rubber Market Overview

1. Tichy EM, Schumock GT, Hoffman JM, Suda KJ, Rim MH, Tadrous M, Stubbings J, Cuellar S,
Clark JS, Wiest MD, Matusiak LM, Hunkler RJ, Vermeulen LC. National trends in prescription
drug expenditures and projections for 2020. American Journal of Health-System Pharmacy,
Volume 77, Issue 15, 1 August 2020, Pages 1213–1230. (Abstract)

32. Global Rubber Markets, Natural rubber industry in ‘crisis’ as pandemic depresses demand –
association, June 2, 2020, https://globalrubbermarkets.com/219584/natural-rubber-industry-incrisis-as-pandemic-depresses-demand-association.html
33. Ibid.
34. Ibid.
35. Business Wire, Global Medical Glove Market – Key Drivers, Restraints and Opportunities
– ResearchandMarkets.com, June 16, 2020, https://www.businesswire.com/news/
home/20200616005402/en/Global-Medical-Glove-Market-2020-2025--.

Economic Overview
2. U.S. Department of Labor Bureau of Labor Statistics, Consumer Price Index – July 2020,
News release Aug. 12, 2020, https://www.bls.gov/news.release/pdf/cpi.pdf.
3. Ibid
4. Ibid.
5. U.S. Department of Labor Bureau of Labor Statistics, Producer Price Indexes – July 2020,
news release, Aug. 11, 2020, https://www.bls.gov/news.release/pdf/ppi.pdf.
6. Ibid.

Copper Market Overview
7. International Copper Study Group, Copper: Preliminary Data for April 2020, July 21, 2020,
https://www.icsg.org/index.php/component/jdownloads/finish/114/3034?Itemid=
8. Ibid.
9. Reuters, Coronavirus to exacerbate copper surplus this year and next -IWCC, May 27, 2020,
https://www.reuters.com/article/iwcc-demand-copper/coronavirus-to-exacerbate-coppersurplus-this-year-and-next-iwcc-idUSL8N2D93Q1.
10. Taylor, Chloe, Copper prices could see a ‘supercharged recovery’ this year – but analysts are
still cautious long-term, July 6, 2020, https://www.cnbc.com/2020/07/06/copper-could-seea-supercharged-recovery-but-analysts-are-cautious.html.
11. Ibid.

Cotton Market Overview
12. United States Department of Agriculture, Cotton and Wool Outlook, July 2020, https://www.
ers.usda.gov/webdocs/outlooks/98804/cws-20g.pdf?v=4019.1.
13. Ibid.
14. Ibid.
15. Ibid.
16. Ibid.
17. Cotton Incorporated, Monthly Economic Letter – Cotton Market Fundamentals & Price
Outlook, August 2020, https://www.cottoninc.com/market-data/monthly-economicnewsletter/.
18. Ibid.

Steel Market Overview
36. World Steel Association, worldsteel Short Range Outlook June 2020, June 4, 2020, https://
www.worldsteel.org/media-centre/press-releases/2020/worldsteel-short-range-outlookjune-2020.html
37. Ibid.
38. Ibid.
39. World Steel Association, June 2020 crude steel production, July 23, 2020, https://www.
worldsteel.org/media-centre/press-releases/2020/June-2020-crude-steel-production.html
40. Trading Economies, Steel 2016 – 2020 Data, July 2020, https://tradingeconomics.com/
commodity/steel#:~:text=Steel%20is%20expected%20to%20trade,2819.84%20in%2012%20
months%20time.

Other Raw Materials and Impacted Product Categories
41. What is SMS or spunbond meltblown spunbond, Textile Innovations, https://www.
textileinnovations.co.uk/latest-news/what-is-sms-or-spunbond-meltblown-spunbond/
42. Wilson, Adrian, Exception proves the rule in the USA’s PPE shortage, Innovation in Textiles,
May 4, 2020, https://www.innovationintextiles.com/exception-proves-the-rule-in-the-usasppe-shortage/
43. Tullo, Alex and Bettenhausen, Craig, Disinfectant demand from coronavirus concerns
challenges specialty chemical supply chain, Chemical and Engineering News, April 15,
2020, https://cen.acs.org/business/specialty-chemicals/Disinfectant-demand-coronavirusconcerns-challenges/98/i15
44. Ibid.
45. Bandoim, Lana, Surprising Shortage of Carbon Dioxide Threatens Food and
Beverage Industries, Forbes, April 28, 2020, https://www.forbes.com/sites/
lanabandoim/2020/04/28/surprising-shortage-of-carbon-dioxide-threatens-food-andbeverage-industries/#2a7721811ea3
46. Ibid.

Food Market Overview
19. The FAO Food Price Index firmer for the second consecutive month in a row, Food
and Agriculture Organization of the United Nations, Aug. 6, 2020, http://www.fao.org/
worldfoodsituation/foodpricesindex/en/.
20. Ibid.
21. Bureau of Labor Statistics, CONSUMER PRICE INDEX – July 2020, Aug. 12, 2020, https://
www.bls.gov/news.release/cpi.nr0.htm.
22. United States Department of Agriculture, Food Price Outlook 2020, July 2020, https://www.
ers.usda.gov/data-products/food-price-outlook/summary-findings.aspx.

Plastic Resins Market Overview
23. COVID-19’s Impact on the Medical Plastics Industry, 2020 – 2021: Expected to Register a CAGR of
17.2%, Approximately 10% Higher than Pre-COVID Projections, Business Wire, May 15, 2020, https://
www.businesswire.com/news/home/20200515005157/en/COVID-19s-Impact-Medical-PlasticsIndustry-2020-2021-Expected
24. Ibid.
25. Ibid.
26. Plastic Market Size Worth $722.6 Billion By 2027– CAGR: 3.2%, Grand View Research, June
2020, https://www.grandviewresearch.com/press-release/global-plastics-market-analysis
27. Ibid.
28. Weekly Resin Report: PE Supply/Demand Balance Tightens, Plastics Today, August 4,
2020, https://www.plasticstoday.com/resin-pricing/weekly-resin-report-pe-supplydemandbalance-tightens
29. Short-Term Energy Outlook, U.S. Energy Information Administration, August 11, 2020,
https://www.eia.gov/outlooks/steo/.
30. Ibid.
31. Ibid.

Premier Inc. (NASDAQ: PINC) is a leading healthcare improvement company, uniting an alliance of more than 4,000 U.S. hospitals and health systems and approximately 165,000 other providers and organizations
to transform healthcare. With integrated data and analytics, collaboratives, supply chain solutions, and consulting and other services, Premier enables better care and outcomes at a lower cost. Premier plays a
critical role in the rapidly evolving healthcare industry, collaborating with members to co-develop long-term innovations that reinvent and improve the way care is delivered to patients nationwide. Headquartered in
Charlotte, NC, Premier is passionate about transforming American healthcare. Please visit Premier’s news and investor sites on www.premierinc.com; as well as Twitter, Facebook, LinkedIn, YouTube, Instagram
and Premier’s blog for more information about the company.
© 2020 Premier. All rights reserved.
13034 Ballantyne Corporate Place, Charlotte, NC 28277 | 877.777.1552

FA L L 2 0 2 0

23

