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Change in %

Price  Weekly Monthly Yearly

Metals ($/tonne)

13618 -6.7 -193

Aluminium 1792 2.3 23 15
Copper 5843 0.1 -11 -6.5
Iron Ore 84 2.0 -2:2 28.5
Lead 1923 -1.5 -15.9 0.2
Zinc 2300 -14 -11.1 -10.5
Tin 16504 11 -1.9 -10.9
Nickel 24.0
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Gold continues to move sideways

February contract of
the yellow metal
oscillates between
37,500 and 338,950

AKHILNALLAMUTHU

MCX COMDEX, the composite
commodity index of the Multi
Commodity Exchange of India
(MCX), at 3,846, declined in the
past week. This was due to a weak
crude oil price, the index's largest
component with 332 per cent
weight.

MCX-Crude (¥3,980)

The December futures contract of
crude oil had been moving in a
sideways trend for most part of
the last week. Unable to crack the
resistance at 4,200, the contract
declined on Friday and closed the
weekat¥3,980. This levelalso coin-
cides with the 50-day moving aver-
age, from where the contract took
support and bounced two weeks
ago.

Thus, the contract seems to
form a range between ¥3,980 and
4,200, and unless it moves away
from this range, the next leg of the
trend is less likely to be estab-
lished. There is a down-tick in the
daily relative strength index (RST),

1]

and the moving average conver-
gence divergence, too, shows
weakness.

If the contract breaks below
33,980, it has an immediate sup-
portat¥3,870. Below that, the con-
tract might weaken to 3,700 over
the medium term. On the upside,
the resistance beyond 34,200 is at
34314

MCX-Gold (¥38,004)
Gold continues to move sideways
and the February futures contract
of the yellow metal continues to
oscillate between 37,500 and
¥38,950. The lower boundary of
the range, ¥37,500, coincides with
the38.2 per cent Fibonacci retrace-
ment level, making it an import-
ant support. If the contract
breaches the upper limit of the
range at 338,950, it can result in a
rally taking the price toX40,000.
Theresistance above that level is
at 340,800. However, if the con-
tract breaks below the lower limit
of the range at 337,500, the me-
dium-term trend of gold could
turn bearish. The immediate sup-
port is at ¥36380, below which
there is a support band between
35,110 and ¥35,335.

MCX-Silver (¥45,055)
The March future contract of sil-
ver, after moving in a sideways

BLOOMBERG

trend between 45650 and
47,650, broke down in the first
week of November. But what fol-
lowed was another sideways trend
between 344,240 and 45,650.
Therange s still valid, and the con-
tract can be expected to trend only
if it breaches either level of the
range.

The 21 DMA continues to remain
below the 50 DMA, hinting a bear-
ish bias; however, the daily RSIand
the moving average convergence
divergence indicator stays flat.

If the contract breaks out of the
resistance at ¥45,650, it will most
likelyappreciate to¥47,650.Above
the level, the resistance is at
%49,300. On the other hand, a

break below the support at
44,240 will turn the medium
term bearish, resulting in the
price tumbling to ¥41,430. The
support below that level is at
339,500.

MCX-Copper (¥432.6)
Continuing with the bearish
trend, the December futures con-
tract of copper inched down last
week and is currently testing the
support at ¥432. The daily RSIand
the moving average convergence
divergence indicator corroborates
the weakness in the contract price.
Thus, the downtrend looks consid-
erably strong and the outlook re-
mains negative for the metal.

The contract will most likely
weaken further in coming days. If
it breaches the support at ¥432, it
might decline to %425, and the
next support is at ¥420. On the
other hand, if the futures appreci-
ate from the current level, it will
face a hurdle at ¥437.5, beyond
which it can be expected to retest
the keyresistance at ¥440.

MCX COMDEX
Composite Index

* Supports: 3,830
NCDEX-Soysbean (%4,075) and 3,800
After briefly trading above ¥4,085  * Resistances: 3,900
(intra-week high of ¥4,105), the and 3,922

December futures contract of soy-
abean closed at ¥4,075. Thus, the
range between 3,927 and 34,085
still stays valid. The 23.6 per cent
Fibonacci retracement level of the
previous bullish trend is at ¥3,952,
making the price band between
33,927 and 33,952 a considerable
support. Hence, until the price
trades above these levels, the me-
dium term will be biased towards
bullish.

However, a point of concern is
the moving average convergence
divergence as it hints weakness. If
the contract price decisively
breaks above the range top at
4,085, it can potentially lead to a
rally towards ¥4,240. Alternat-
ively, if the price breaks below the
range bottom at 33,927, it can res-
ult in a shortterm downtrend,
dragging the price to 33,793
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‘Metal companies yet to show their mettle

SATYA SONTANAM

The ongoing US-China trade war,
uncertainties around Brexit and
dampened global economic envir-
onment continued to impact
global metal consumption and
prices during the quarter
ended September.

The domestic con-
sumption, too, was
hit by the slowdown
in user industries
such as automotive,
building and con-
struction and elec-
trics. While reduced
fuel and power costs —
due to a fall in imported coal

_rates — lowered the production
cost for Indian metal players, a de-
cline in realisations and sales more
than offset the gain, impacting
earnings.

Mirroring the global scenario, metal majors
in India reported a tepid September quarter

Hindalco, Vedanta, and Hindus-
tan Zinc recorded a fall of 19 per
cent, 32 per cent and 8 per cent (y-
o-y), respectively, in consolidated
profits (before tax) in Q2FY20.
NALCO recorded a loss (before tax)
of %47 crore against a profit of

%824 crore during the same
quarter last year.

Aluminium

In Q2FY20, the global
primary aluminium
consumption de-
clined 0.2 per cent
against an increase of
around 4 per cent dur-
ing the same period last
year. Resultantly, the average
LME aluminium pricefell about 14
per cent to $1,762 per tonne during

the quarter ended September 30.
Despite this, the operational per-
formance of Novelis, the US subsi-

diary of Hindalco, was decent. The
total volumes of Novelis went up 3
per cent y-0-y on account of favour-
able market conditions.

But a fall in prices hit revenues,
which went down 6.4 per cent to
$2.9 billion with margins at
around 13 per cent.

However, the performance of
Hindalco on the domestic front
during the quarter was subdued.

While the sales of primary alu-
minium remained flat compared
with the previous year, revenue
and operating profit fell to 5,526
crore and X849 crore, down 10 per
cent and 38 per cent y-0-y, respect-
ively.

So was the case with Vedanta.
Despite reporting flat volumes
(just marginally lower than the
previous year), the revenue from
the aluminium segment went
down to ¥6,576 crore, down 17 per
cent y-0-y. At the operating level,
the firm recorded a loss of %176
crore against a profit of X215 crore
during the same period last year.

The performance of State-run
NALCO was also sombre. NALCO re-
corded a revenue of 1,527 crore,
down 12 per cent y-0-y, and operat-
ing losses of X120 crore against a
profit of X184 crore in Q2 FY19:

Zinc and lead

Like aluminium, zinc prices have
also declined to $2,348 per tonne,
down 7 per cent y-0-y, despite lim-
ited supply and low stocks.

In the case of Hindustan Zinc
(HZ), the impact of fall in zinc
prices was, to an extent, offset by
the recovery in silver prices, which
were up 13 per cent y-0-y.

The total revenue of HZ for the
quarter was 4,511 crore, down 6
per cent y-0-y, largely due to lower
zinc prices.

Further, a higher cost of produc-
tion in the quarter, on account of
lower ore grades, higher mine de-
velopment expenses and an in-
crease in cement prices, exerted
pressure on the operating profit.

But the performance of Zinc In-

ISTOCK.COM/FUNTAY

ternational, a100 per cent subsidi-
ary of Vedanta operating from
South Africa, improved
significantly.

This was on account of increased
production and reduced costs sup-
ported by a newly commissioned
mine at Gamsberg.
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Copper

Mine disruptions in CY2019 in
Peru, Chile, and Africa impacted
the supply of copper. The demand
for the metal also has been tepid so
far. The average LME price of cop-
per in Q2FY20 fell to $5,802 per
tonne, down 5 per cent y-0-y.

Hindalco’s copper production
during the second quarter of FY20
was impacted due to rains in Da-
hej, Gujarat. But volumes of cop-
per metal and continuous cast
rods were up 4 per cent and 14 per
cent y-0-y ,respectively.

However, a fall in realisations, es-
pecially in copper’s by-products
such as sulphuric acid, dragged
down the financials. Hindalco's
revenue and operating profit from
its copper division was down 6 per
cent and 36 per cent y-0,
respectively.

In the case of Vedanta, while its
smelter at Tuticorin — a key con-
tributor to the company’s produc-
tion — was shut down in May 2018,
the copper refinery business at Sil-
vassa and Fujiura in West Asia
continues.

Despite falling copper prices,
revenue of Vedanta from the cop-
per segment went up 34 per cent y-
o-y. However, it recorded operating
losses of X105 crore against a profit

of %12 crore last year. y

S Ut U BRPM PAGR
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 Jewellery industry gearing up
for mandatory hallmarking

OURBUREAU

Mumbai, December2

With the government deciding
to make hallmarking of jew-
ellery and artefacts mandatory
from January 2021, the jewellery
sector expects the step to boost
consumers’ trust and bring in
much-needed transparency in
the sector.

Hallmarking is a purity certi-
fication of precious metals and
it is a voluntary process at
present. Though the Bureau of
Indian Standards has a hall-
marking scheme for gold jew-
ellery since April 2000, cur-
rently only 40 per cent of gold

and silver jewellery are
ha_llmarked. _
Mandatory hallmarking

Consumer Affairs Minister Ram
Vilas Paswan said hallmarking
of gold jewellery and artefacts
will be made mandatory across
the country from January 15,
2021 to ensure the purity of pre-
cious metals.

A notification in this regard
will be issued on January15 next
year and the decision will come
into effect aftera year, making it
compulsory for all the jewellers
to register with the BIS and sell
only hallmarked gold jewellery
and artefacts. The BIS has for-
mulated standards for hall-
marking gold jewelleryin three
grades-14 carat, 18 carat and 22

Hallmarking is a certification of
purity for precious metals

carat. Somasundaram PR, Man-
aging Director (India), World
Gold Council, said the long over-
due decision of the government
would bring trust back to the
gold industry, benefiting con-
sumers and trade alike.

Mandatory hallmarking will
lead to more jobs in assaying
and purityverification which in
turn will support the gold mon-
etisation scheme. The period of
one year to transition takes into
account business realities and
is very supportive of trade, he
said.

Uniformity needed
Ahammed - MP, Chairman,
Malabar Gold and Diamonds
said there could be an immedi-
ate impact on sales and supply
due to compulsory purity com-
pliance of the inventory.

The government should en-
sure that the hallmarking

centres follow best practices
while assaying the jewellery to
ensure uniformity, he said. The
government should introduce
digital tracking mechanism to
check the movement of hall-
marked jewellery to curb the
menace of unauthorised trans-
actions, he added.

Vaibhav Saraf, Director, Aissh-
pra Gems and Jewels said the
key to successful implementa-
tion of mandatory hallmarking
will be to eliminate fake hall-
marking centres and rapid ex-
pansion in number of centres.

Quoting a World Gold Coun-
cil survey, Tanya Rastogi, Dir-
ector, Indian Bullion Jewellers
Association and Lala Jugal Kis-
hore Jewellers. said about 56 per
cent of consumers refrain from
investing in gold due to mis-
trust and the mandatory hall-
markingwouldgoalongwayin
attracting these consumers.

Need more centres

Ishu Datwani, Founder, Anmol,
said the industry needs more
hallmarking centres to be set
up, so that hallmarking facility
is made more accessible to jew- |
ellers.

As on Octoberend, there
were 877 assaying and hall- |
marking centres spread across |
234 districts and 26,019 jew- |
ellers have taken BIS
registration.

Vi
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RN
MCX-Aluminium
bounces from
akeybase

BL Research Bureau

The December futures contract of Aluminium
on the Multi Commodity Exchange of India is
trading at around %133 a kg. Since encounter-
ing a key resistance at around %150 in May this

year, the contract has been in an intermediate-

term downtrend. However, the contract found
support in the band between X128 and %130 in
late October and started to move sideways in a
broad range between X128 and X136 thereafter.

After testing a key supportataround X130 in
the past week, the contract is attempting to
climb and trades atX133. Nevertheless, the con-
tract faces a key resistance ahead at 136. A
strong break above this barrier can take the
contract higher to X140 initially. A further
break above this level can take the contract
northwards to ¥143145 band in the medium
term. On the other hand, an emphatic fall be-
low the significant support at X128 can drag
the contract down to %125 in the short term.

Immediate support is placed at X130 which

can cushion the contract before it tests Z128.
On the global front, LME Aluminium has
been trending upwards. The metal has been in
a sideways consolidation phase between
$1,700 and $1,830 since May. After taking sup-
port at $1,734, the commodity has started to
trend upwards in mid-November. Recently, it
breached a resistance at $1,775 level. The metal
now faces a vital resistance at $1,800 and then
at $1,830 levels. A strong break above this
hurdle can push the commodity price higher

to $1,850 levels. Key support is at $1,734 and a

fall below that level can drag the price to
$1,700.

Trading strategy

Both domestic as well as global aluminium
prices are in a sideways consolidation phase.
Traders with a short-term view can go long an
a strong rally above X136 with a fixed stop-loss.

|
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Gold hallmarking will be
mandatory from Jan 2021

Hallmarking of gold jewellery and
artefacts will be made mandatory across
the country from January 15, 2021. This i
to ensure the purity of the precious
metal, Consumer Affairs Minister Ram
Vilas Paswan announced late last week.
Gold hallmarking is a purity
certification of the precious metal and,
at present, is voluntary in nature. The
Bureau of Indian Standards (BIS) has
been running a hallmarking scheme for
gold jewellery since April 2000 and
around 40 per cent of gold jewellery is
being hallmarked currently. The schemé
is to ensure the protection of customers
purchasing gold, especially those in
small cities and villages. The Centre will
issue a notification regarding this on
January 15,2020, and jewellers and
retailers will be given a year to exhaust

their existing stocks.
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SCCL to scale up coal production

Production, despatches were lower in Aug.-Nov. this year compared to last year

SPECIAL CORRESPONDENT .
HYDERABAD

The management of Singare-
ni Collieries Company Ltd
(SCCL) has decided to scale
up production in the remain-
ing four months of the cur-
rent financial year to reach
the targets set for the year at
the rate of 2.08 lakh tonnes
of coal production and 14
lakh cubic meters of over-
burden removal every day.
Increase in ‘the produc-
tion in the targeted measure
would help the company
overcome the deficit regis-
tered during the last four
months — from August to No-
vember — and help meet the
monthly goals for the re-
maining four months, Chair-
man and Managing Director
of SCCL N. Sridhar said in a
meeting with the area gener-
al managers held here on
Monday.
Directors of the company
| also attended the meeting

Chairman and Managing Director of Singareni Collieries

b Y,

Company Ltd N. Sridhar holding a meeting with directors and
area general managers in Hyderabad onMonday. '

that took stock of the compa-

ny’s performance.
According to SCCL offi-
cials, although the coal pro-
duction in the first eight
months of the current fiscal
is slightly up compared to
that during the last year —
41.03 million tonnes this

year against 39.54 million
tonnes in the first eight
months of 2018-19 — it is 1.73
million tonnes lesser during
the ‘August-November pe-
riod of 2019-20 against the
same period of the last fiscal.

Coal despatches too were
higher last year as 43.04 mil-

lion tonnes of coal was des- :
patched in the first eight !
months of 2018-19, while it :
was 40.77 million tonnes :
during April-November pe-- :
riod of 2019-20. el

Better performance
The officials stated that both
production and despatches
were slightly below the tar-
gets for the first eight month
period in the current fiscal.
The Chairman and Managing
Director of the State-owned
collieries has asked the offi-
cials to ensure despatch of
coal through at least 39 rail-
way rakes every day during
the remaining time of the
current fiscal and also direct-
ed them to start production
in the new open cast mines
such as Indaram, Koyagu-
dem and Kakatiya in two
months.

Mr. Sridhar also had sepa-
rate meetings with the area |
general managers. ‘
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” BROKERAGE EXPECTS de-rating from current levels as subdued™. .
local demand, weak overseas ops in H1 of FY20 weighonco

UBS Downgrades Tata Steel to
‘Sell’ On Deleveraging Concerns

Our Bureau

Mumbai: UBS has downgraded Ta-
ta Steel to ‘sell’ from ‘buy’ and slas-
hed its target price on the stock to
%360 from 2675 as it expects weak In-
dia earnings to delay deleveraging.
The brokerage expects a de-rating
from current levels given a domes-
tic demand recovery is yet to mate-
rialize and European operations
are still struggling with a subdued
‘demand environment.

“Despite previous guidance to re-
ducedebt by $1billion per year, a sub-
dued domestic environment and we-
ak overseas operations in H1 FY20
(April-September) leéd reported net
debt to increase from 95,000 crore in
March 2019 to %1,07,000 crore in Sep-
tember 2019," said UBS in anote.

The recently concluded stake sale
of NatSteel Vina (Vietnam)is positi-
 ve but the brokerage remains con-
. cerned about divestment timeline
in Thailand.

Tata Steel

440

409.15

380

" Nov 4, 2019

Dec 2, 2019

‘Shares of Tata Steel ended down
1.5% at T420.80 on Monday, and has
declined 19.4% so far this year.

x
|

Thestockhasunderperformedthe |
Sensex which is up 13% so far in |
2019. Bloomberg data shows most |

analysts tracking the stock have a
buy rating on it — 21 of the 30 ana-
lysts tracking the stock have a ‘buy’
recommendation on Tata Steel whi-
le four analysts have a ‘hold’ rating
andfiveanalysts havea ‘sell’ rating.
Tata Steel has taken some steps to
deleverage which includes divest-
mentof South East Asiabusiness, re-
calibration of FY20 capex down-
wards by 20-25%, measurestorelease
1,500 crore-¥2,000 crore in working
capital, and continued costreduction
to maintain a robust Ebitda/tonne
for India operations, said UBS.
However, the brokerage has facto-
red in modest recovery in domestic
demand, challenging environment
in Europe, delay in South East Asia

{
f
{

business divestment and increa.~|

singleverage. A
prd
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India increasing steel
production: Pradhan

NEW DELHI, Dec 2 (PTI)

INDIA has been consistently
increasing domestic production
of steel and is a net

steel has increased marginallyin |
thelast threeyears from 7.23 mil-
lion tonnes in 2016-17 to 7.83
million tonnes in 2018-19,” he

exporter in the current
financial year, Union
minister Dharmendra
Pradhan said on Monday.

He also said, the total
number of steel plantsin
the countrystood at977.
During the Question
Hour, he said steel is a deregu-
lated sector where market forces
and commercial considerations
decide constructionandlocation
of new steel plants. He was
respondingtoaqlery on whether
the Government proposes to set
up new steel plants in Haryana.

According to him, India has
become a net exporter of steel in
the current year. “The import of

said. Notingthatdomes-
tic production has con-
sistently  increased
regardless of such
imports, Pradhansaidin
the current year, the
countryisanetexporter.

“To counter import of
cheapsteel, anti-dump-
ingdutieshave beenimposed on
variousgrades of steel which were
dumpedinto the country. Import
ofsteel gradeswhich arenotman-
ufactured in adequate quantity
inthe countryis essential for sup-
porting manufacturing sector,”
he noted.Responding to supple-
mentaries, theminister said there
is plan to set up green field steel
plantbyRINLinVisakhapatnam.

THE INDAIN EXPRESS DATE2/2)19 P.N.13

ITrump restores aluminium and
steel tanffs on Brazil, Argentina

Trump's latger trade battle with

REUTERS China. :
WASHINGTON/RIO DE JANEIRO, Trump, who gave no details
DECEMBER?2 about his new plan, said the cur-
rency weakness was hurting US
USPRESIDENT Donald Trumpon  farmers. “Effective immediately, I
Monday announced hewouldre-  will restore the Tariffs on all SFeel
store tariffs on US steel and alu- & Aluminum that is shipped'lnto
minium 1mports fromBraziland  the US from those countries,”
Argentinain appanent retaliation  Trump wrote. Brazil's president,
for currency weakness he said  Jair Bolsonaro, anavowed Trump
was hurting US farmers. fanwho has sought closen:US ties,
In an early morning tweet  saidinalocalradio interview that
Trump said Brazil and Argentina ~ Trump's decision was not a retal-
were “presiding over a massive  iation, adding that he would call
devaluation of their currencies.”  his US counterpart, who he was
Both countrieshaveactivelybeen  confident would listen to Brazil's
tryingtostrengthentheir curren- ~ concerns. Argentine Production
cies — the real and the peso —  Minister Dante Sica said Trump's
againstthe dollar. Theircurrencies ~ announcement was “unex-
have been buffeted by weakness  pected” and he was seeking talks
thatanalysts partially attributeto ~ withUS officials.

10
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SCCL new open cast mine
gets eco clearance

New OCP to help
Singareni achieve
annual coal target

B. CHANDRASHEKHAR
HYDERABAD

In a fillip to the plans of Sin-
gareni Collieries Company
Ltd (SCCL) to step up coal
production in the remaining
period of the current finan-
cial year, an expert appraisal
committee of the Ministry of
Environment and Forests
(MoEF) has recommended
issuance of environmental
clearance to Kakatiya Khani
Opencast-Ill (KTK OC-III)
mine. 2

The mine forms part of
the Singareni management’s
plans to start production in
three new mines in the next
two months to meet the coal
production targets for the
year after the mining of fos-
sil fuel has suffered slow-
down during the last four
months due to heavy rains in
mining areas and other rea-
sons. Kakatiya Khani Open-
cast-III is a combination of
peak capacity of 3.75 million
tonnes per annum (MTPA)

from the opencast and

another 0.48 MTPA from un-
derground mine in an area
of 1336.64 hectares in Ba-
sawarajupalli village of Gha-

pur mandal Jayashankar-
Bhupalpalli district.

During the earlier expert
committee meeting held in
the first week of October, the
proposal. for EC was de-
ferred seeking clarifications
and additional information
for considering it for clea-
rance.

The management of the
Collieries company had a
meeting with the Area Gen-
eral Managers on Monday to
scale up production in the
backdrop of the fact that
coal production during Au-
gust-November period this
year has been only 18.8 mil-
lion tonnes. It was 20.53 mil-
lion tonnes during the same
period last year.

Ambitious target
The company has plans to
achieve at least 67 million
tonnes of coal production in
2019-20 but by November-
end it could achieve only
41.03 million tonnes leaving
a huge target of coal produc-
tion at the rate of at least 6.5
million tonnes a month.
“The highest monthly
coal production so far this
fiscal was 5.87 million
tonnes achieved in May fol-
lowed by 5.71 million tonnes
in June and 5.5 million
tonnes in April,” a senior
SCCL official explained.

In November, the produc-
tion was 5.44 million tonnes:

While  recommending
grant of EC to KTK OC-III,
the MoEF expert committee
has specified SCCL to to ob-
tain the consent from the
States Pollution Control
Board for the proposed peak
capacity of 4.375 MTPA
prior to commencement of
the increased production, to
transport coal from coal
handling plant only through
covered trucks till the con-
struction of Manuguru-Ra-
magundam railway line and
to control the production of
dust at source by arranging
mist-type sprinklers at the
crusher and in-pit belt
COnVeyors.

Control dust

Further, it also directed the
SCCL to take up measures to
control dust and other emis-
sions all along the roads by
providing sufficient water
sprinklers, corrective mea-
sures including mechanised
sweeping, water sprinkling/
mist spraying on haul roads
and loading sites, long range
misting/fogging  arrange-
ment, wind barrier wall and
vertical greenery system and
green belt, dust suppression
arrangement at loading and
unloading points and others
to control dust emissions.

11
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Jwalit.Vyas@timesgroup.com

ET Intelligence Group: Shares of Ve-
danta are trading at an estimated divi-
dend yield of almost 10%. Going by his-
torical record, investors can expect the
dividend in less than six months. Vedan-
ta’s Tuesday’s closing price was Rs 139.
According to Bloomberg, Vedanta is ex-
pected to give a dividend of Rs 13.84 per
share in FY20. It gave dividend of Rs
19.45, Rs 21.2 and Rs 18.85 in FY17, FY18
and FY19respectively. 3

The company has been giving heavy di-
vidends over the past three years—more
than 100% payout ratio — as the parent
has high debt. India-listed Vedanta re-
mains the key source of income for the
parent company to meet its debt obliga-
tion.

Moreover, the dividend ex-dates in
FY17 and FY18 were in the months of
March and April. For FY19, the dividend
ex-date was in November. In FY20, the
company hasn’t yet paid out the divi-

Vedanta snare price on 8st )
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Dividend payoutexpectations in thefollo-
wing fiscal are even higher according to
Bloomberg consensus. If this remains un-
changed, it could mean Vedanta investors
make more than 10% on dividends for the
coming two years. For instance, dividend
persharefor FY21isRs15.1.

Despite weak set of numbers and gui-
dance cuts, Vedanta stock has remained
fairly stable after results.

India’slargest mining conglomerate has
operations across oil & gas, zinc, alumini-
um, iron ore, copper; lead and silver and
power, butzinc and oil and gas remain the
key segments at present as they contribu-
te most of the company’s EBIDTA.

For the September quarter, the compa-
ny posted an EBIDTA of Rs 4420 crore,
down 15% on year-on-year. Consolidated
net profit rose by 44 per cent to Rs 2,730
croreasitbenefited fromone-time defer-
red taxes of Rs1,891 crore. Salesfell mar-
ginally by 3 per cent to Rs 21,739 crore.

|Vedanta Could Announce Another
Hefty Dividend at Around 10% Yield

WITHHIGH DEBT AT THE PARENT Co has been giving large payouts over the past 3 years

i

— —— _______.. <4
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| count compared to the spot price, corroborat-

| isat1,050.

with 1,050 as stop-loss.

MCX-Nickel likely
to decline further

MCX Nickel Return:25.5%  ¥/kg
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AKHIL NALLAMUTHU
BL Research Bureau o
The Nickel extended its downtrend as the spot
price on the MCX tumbled during the past
week. Likewise, the December futures con-
tract of Nickel has also declined during the
period. While the current spot market price of
nickel is at 1,008, the December futures con-
tract of nickel is trading at ¥985, below the
critical support of 1,000.

Notably, the futures price is trading at a dis-

B Bt

ing the bearish outlook of the metal. Thus, the
downtrend looks intact and now that the con-
tract has breached the important support,
further depreciation is likely. 8
However, there are factors that can be of
concern for the bears. By plotting the RSI on
the daily chart, we can observe that the index
is at over-sold levels and the MACD indicator
hints at a loss of bearish momentum, even
though the contract price continues to fall.
If the contract continues to weaken, it will
find supportat¥963. Below that level, support
is at ¥930. On the other hand, if the price
moves up on short-covering, it will face a
hurdle atX1,000; beyond that level, resistance

Like on the MCX, the price of the three-
month rolling forward contract of Nickel on
the London Metal Exchange seems to be un-
der pressure as the price broke below the im-
portant support of $13,930. The current mar-
ket price of $13,375 is a support. In case this
level is broken, the contract has support at
$12,845. But if it appreciates, it will face resist-
ance at $13,930.

—

Trading strategy

Nickel is in a strong downtrend and there are
no signs of reversal yet. However, the spot
price on the MCX is trading near a support. So,
instead of selling the contract right away,
traders are recommended to wait for a minor
rally and then initiate fresh short positions

BUSINESS LINE DATEL2ER019 P.N.4

Coal mine auctions:
Nowindfall revenue
gains for States 11kely

Some of the mines
could not start
production

TWESH MISHRA

New Delhi, December 4

The projections of windfall
revenue gains for state gov-
ernments after the auction of
coal mines are turning out to
be a pipe dream.

According to data shared
by the Ministry of Coal, the
revenue to Odisha from auc-
tioned coal mines declined
annually from 20152016 to
nilin 2018-2019 and remained
nil in the current year, till
NOW. -

Cumulatively since 2014-
2015, when the auctions were
conducted, to 2019-2020, the
State received just 5157
crore.

This amount pales against
the 45,630 crore that was
promised to the State over 30
years, the expected life cycle
of the coal mines.

The only coal mine in
Odisha that started opera-

Revenue from coal mines auctioned till now )

tions also closed down while
the rest are yet to get
clearances.

There is also a lot of vari-
ation in the annual revenues
accrued to States. [

In 2015-2016, Jharkhand re-
ceived X133.72 crore as rev-
enue from the auctioned coal
mines. In 2016-2017, this
amount fell to X18.63 crore.

The following year, reven-
ues from these mines
zoomed to ¥266.71 crore but
fell to to X195.23 crore .in
2018-2019.

It is evident that %1,96,698
crore estimated revenue dur-
ing the life time of the auc-
tioned mines to the coal pro-
ducing States will not be a
reality.

This could be because some
of the auctioned mines could
not start production and
were relinquished.

Out of the 31 coal blocks
which were auctioned, Coal -
Mine Development and Pro-
duction Agreements (CM-
DPA) of 6 coal mines have
been terminated.

stte W15 NIS6 01617 01718 1819 0190
Chhatfisgarh 3308 7LI1 69535 517.06 + 70681 37161
Jharkhand 6255 13372 1863 26671 19523 6213
MadhyaPradesh 5949 24074 19565 19266 19532 10196

Maharashtra 198 3728 2929 4972

Odisha 1252 2409 949 547

WestBengal 7169 15683  69.70  83.40

Total 4129 66377 101812 1,11502
Source: Ministry of Coal “Till October 2019

6372 3455

i )
11948 86.10°

1128058 65695
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‘Indira Ravindran takes charge

as Controller General of

M Indira Ravindran is the
first lady officer to
lead the Bureau and
country’s premier
regulatory and
R&D organisation
as a chief

B Staff Reporter

INDIRA Ravindran, Director
(OD) and Head Mineral
Processing, Indian Bureau of

Mines (IBM) has taken over the °

charge of Controller General,
IBM recently.

Ravindran is the first lady offi-
cer to lead the Bureau and coun-
try’s premier regulatoryand R&D
organisationasachief. Ravindran
did her M.Sc in Physics from
Rashtrasant Tukadoji Maharaj
Nagpur University (RTMNU) and
obtained her M.Tech (Metallurgy)
from the Indian Institute of
Science (IISc) Bengaluru.

She has 35 years of rich R&D
experiencein the field of Mineral
Processing and  Mineral

Executive body members of IIME felicitating IBM’s new Controller"_';
General Indira Ravindran.

Characterisation deals with dif-
ferent types of Oresand Minerals
of Indian and foreign origin. She
also headed the Regional Mineral
ProcessingLaboratory Bengaluru
during2014-15.With techno-sci-
entificacumenandherablelead-
ership IBM will reach greater
heights and shall actively facili-
tates the activities for Indian
Mining and Mineral industry.

The Vice President Dr Dillip
Ranjan Kanungo, Secretary
Sanjay Kumar Nanada, Treasurer
Dr C J Radhakrishnan, Namrata
Choudhary Executive Committee
member and office bearers of
Indian Institute of Mineral
Engineers (IIME) Nagpur Chapte
felicitated Ravindran on i
assumingthe charge of Controller
General, IBM. . #
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Steel firms to start 2020 on dull note

Profitability will decline due to soft demand, says Moody’s

PIYUSH PANDEY

MUMBAI

Indian steel players led by
Tata Steel, JSW Steel and Jin-
dal Steel and Power Limited
(JSPL), are likely to start the
new decade on a negative
footing as the profitability
will further weaken due to
softening demand, falling
steel prices and rising prices
of iron ore, a key raw
material.

' The profitability of the
steel makers, measured by
EBITDA per tonne, will de-
cline a further 5% in 2020
following a sharp decline of
around 25% in 2019 because
of soft demand, according to

Moody’s Investors Service, .

which has negative outlook
for the Asian steel sector in
2020. The growth pace of In-
dia’s steel demand is likely to
slow because of weak auto
and manufacturing demand
even as India’s demand

growth remains the stron-
gest in Asia. However, the
country will continue to re-
main the world's second-lar-
gest steel producer behind
China, after having overta-
ken Japan in 2018. According
to India Ratings and Re:
search (Ind-Ra), the steel in-
dustry’s net leverage and in-
terest coverage are likely to
deteriorate in FY20 due to
compressed EBITDA mar-
gins. The demand for steel in
India is likely to be driven by
the “House for all by 2022”

16

mission to build 19.5 million
homes over the next two
years and $140 billion
spending on railways, roads
and metros.

Global brokerage UBS has

‘downgraded Tata Steel to

‘sell’ from ‘buy’ and slashed
its target price on the stock
to 360 from 675 as it ex-
pects weak India earnings to
delay deleveraging. Tata
Steel’s net debt to increased
from 395,000 crore in
March 2019 to 1,07,000
crore in September 2019 in
spite of commitments to cut
debt by $1 billion.

“The slowdown had im-
pact on the working capital.
Capex numbers may see
more reductions in the com-
ing quarters,” Tata Steel
Group CFO Kaushik Chatter-
jee told The Hindu.

JSW Steel has deferred its
capex of 4,700 crore to the
next fiscal.
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ET Intelligence Group: Correc-
tion in steel stocks including over
the past two days is an overreaction
to the possible delay in the US-Chi-
natrade deal talks.

Market participants should view
such corrections as an opportunity
as fundamentals as well as valua-
tions remain favourable.

Metals and .steel stocks such as
JSW Steel, Tata Steel, Jindal Steel &
Power and SAIL corrected upto
4.5% in the last two days after US
President Donald Trump’s announ-
cement on the likely delay in trade
talks with China.

Domestic steel players, however,
have undertaken price hikes in the
range of 2-3% on Monday. Global
steel prices are up 3.5% in the last
one day. Aluminium, copper and
zinc, which trade on the London Me-
tal Exchange, too, did not get impac-
ted. LME aluminium, zinc and cop-
per prices areremained marginally
higher or lower (less than 1%) from
their previous day’s close.

Domestic steel players hiked pri-
ces by 2-3% in the beginning of No-
vember as well and have a headro-
om for another 2-3%. In the past five
weeks, Indian steel prices are up
5-6%. As compared to this, global
steel pricesare up 9-11%.

N Imported steel prices after inclu-

_Global Steel Price (s/ton)
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SAIL 6.4 | 7.96 6
Jindal Steel | 6.73 | 5.95 | 5.18
TataSteel | 54| 718 | 6.1
JSW Steel 5.29 |i7.29 | 57,
Source; quomberg

/GLOBAL DEMAND improving, but lower supply from China has led to®
higher prices with Indian firms having headroom for more hikes

Steel Industry Doing Well, Stock
Correction a Good Chance to Buy

ding duties are near 237,000 per ton-
ne, Indian Steel prices are at 36,000
per ton, thus allowing more headro-
om for future price hikes.

As compared to this, prices of raw
material including iron ore and co-
king coal have corrected sharply.
Global iron ore prices are down 10 %
since October beginning and down
over 30% from peak of 2019.

While Tata Steel has eaptive iron
ore, other players depend on domes-
tic supply of iron ore mainly from
NMDC. But more importantly inter-
national coking coal prices are down
near 30% from 2019 peak, which be-
nefits all four players. The benefit of
this will be seen from December qu-
arter onwards due to lag effect.

Global demand supply situation
for steel is also improving, especial-
ly in China. On the global supply si-
de, Chinese production declined in
October for the first time since end
of 2017 driven by production curbs
ina province in that country, a posi-
tive for India’s steel industry. Chi-
na’s demand indicator for steel on
the other hand showed a mixed
trend with vehicle sales declining,
but demand from residential floor
space and appliances improving.

Shares of JSW Steel, Tata Steel,
Jindal Steel and Power and SAIL
arerespectively tradingat FY21 esti-
mated 5.7, 6.1, 5.2 and 6 times EV by
EBIDTA. This is attractive given
that the cycle is in an upswing.
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MCX-Zinc hovers
atakey support

MCX-Zinc ¢
Return:-2.5% /kg
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AKHIL NALLAMUTHU
BL Research Bureau

The December futures contract of Zinc on the
MCX, after breaking below the range X185 and
%188.8, it declined over the past week. The con-
tract registered a low of X180.55 and is cur-
rently trading at X183.5. Comparing it with the
current spot market price of zinc on MCX
(%185.2), we can notice that the futures con-
tract is at a discount compared to the spot
price —a bearish indication.

The daily RSIis showing an uptick following
a bullish close on Wednesday. Also, it has also
bounced from the oversold levels. However,
there are no definitive signs indicating

bullish strength. The MACD indicator on the
daily chart remains in the negative territory.
If the recent pull back gets momentum, the
contract can be expected to retestX180.55 —its
prior low. Below that level, the contract can be
expected to depreciate to X174. On the other
hand, if the contract appreciates from current

. level, it will have resistances at 185 and

X188.8.

On the LME, the three-month rolling for-
ward contract of Zinc has been witnessing
selling pressure. It breached the support at
$2,270 and fell to $2,201, before bouncing to
the current market price of $2,246. Even
though the recent trend is bearish, $2,200 is a
strong support. Further depreciation can be
expected only if it breaks below that support.
On the upside, the contract has a resistance at
$2,270.

Trading strategy

Though the trend is bearish, the spot price of
zinc in MCX and forward price on the LME is
hovering at a strong support. This may arrest

' further decline in the MCX futures contract in

the near-term. Hence, fresh short positions
are not recommended at this juncture. How-
ever, traders with a high-risk appetite can buy
at current levels with a tight stop-loss as risk-
reward is favourable for longs.
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Mines auction: Coal Ministry estimates
X17,136- crore bonanza for States

OUR BUREAU

New Delhi, December 5

The Coal Ministry has projec-
ted an estimated income of
17,136 crore to the State gov-
ernments from the recently
concluded auction of five
mines.

A Coal Ministry statement
also said that the allocation
of bid out mines has been
approved.

In this round, Birla Cor-
poration Ltd has won two
mines in Madhya Pradesh,
Prakash Industries Ltd has
won one mine in Chhattis-
garh, Powerplus Traders
Private Ltd has bagged one
block in West Bengal and
Vedanta Ltd has won a block
in Odisha.

Over the 30-year life cycle

Bikram coal mine in Madhya
Pradesh will earn the State
%166.32 crore while the Bra-

hampuri mine will fetch the
State exchequer <168.48
crore.

Chhattisgarh ~ will  get
3,300 crore from the Bhas-
karpara coal mine while
West Bengal will get ¥444
crore from Jagannathpur B.

The Jamkhani block in
Odisha will earn the State ex-
chequer much higher than
all other mines combined
with an estimated revenue
of %13,057.20 crore.

These estimates are ex-
cluding royalties, levies, and
applicable taxes.

“The significant feature of

. the allocations is that for the

first time, the successful bid-
ders shall have the flexibility

to sell 25 per cent coal pro-
duced in the open market.
This will boost the coal pro-
duction in the country and
reduce the dependence of in-
dustries on imported coal,”
the statement said.
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