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GLOBAL Change in % :
) Price  Weekly Monthly Yearly
Metals ($/tonne)

Aluminium 1756 -0.9 -0.5 -8.2
Copper 6106 2.4 51 -0.9
Iron Ore 86 2.9 8.2 26.6
Lead 1893 0.9 -1.0 -26
Zinc 2252 0.4 -8.3 -14.5
Tin 17242 0.8 1.8 -113
Nickel 14113 51 -8.3 309
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GLOBAL Change in %

Price  Weekly Monthly Yearly

Metals ($/tonne)

-1.2

Aluminium 1774 1.0 13

Copper 6147 07 5.0 2.8
Iron Ore 85 -0.8 43 23,2
Lead 1919 14 -2.9 -2.7
Zinc 2344 41 0.2 -9.5
Tin 17345 0.6 8.4 -10.3
Nickel 14469 25 11 336
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GLOBAL

Change in %

Price  Weekly Monthly Yearly

Metals ($/tonne)

Aluminium 1799 2.5 14 -31
Copper 6188 0.7 4.4 37
Iron Ore 84 -0.9 0.3 19.8
Lead 1926 13 0.0 -5.2
Zinc 2312 0.5 -0.5 -9.6
Tin 17130 -1.0 45 -11.4
Nickel 14137 24 -1.4 325




BUSINESS LINE DATH 122019 P.N.9

Limited upside to steel prices in 2020

Demand forecast for next year is bleak while
supply from China is expected to be stable

SATYA SONTANAM

The global steel industry, which
was in the doldrums from
mid-2014 to late-2016, seems to
be on thin ice again. This time,
the upward trajectory was inter-
rupted by the 25 per cent tariff
on steel announced in February
2018 by US President Donald
Trump.

The health of the steel in-
dustry, which is directly propor-
tional to global economic activ-
ity, began weakening due to the
uncertainties in global trade,
. Brexitand the dampening of the
key user industries such as con-
struction and automotive across
the globe.

The Indian steel industry has
been hit, in addition to the
global factors, by the fall in do-
mestic consumption, which had
acted as a buffer. Dependence on
export market, higher inventory

Though India’s share of steel
exports to the US was minimal,
excess supply in the global mar-
ket impacted exports.

As per the Steel Statistical Year-
book 2019 from the World Steel
Association (WSA), India’s steel
consumption in 2018 wentup 3.5
per cent to 104 million tonnes
against growth rates of about 6
per cent and 6.8 per cent recor-
ded in 2016 and 2017,
respectively.

In 2018, steel companies
stayed afloat and managed to
maintain higher profitability on
the back of stable demand from
the domestic market and higher
steel prices than previous peri-
ods.

The year 2019 started on a pos-
itive note with a mild recovery in
demand and rising steel prices.
However, this didn’t last long.

Weak performance of the two
key sectors — auto and construc-

levels, downward movement of tion — due to.the liquidity
prices and a rise in im- crunch in the country,
ports are other head- SGanZshare impacted the steel de-

winds for the industry

‘domestically. E#ﬁ@

L

Going ahead, while
users could benefit
from lower prices,
manufacturers  and

mand. As per data
from ICRA Ratings, the
domestic steel de-
mand growth has
been steadily deceler-
ating from Q2 of 2019

traders need to brace
themselves for margins getting
narrower due to higher raw ma-
terial prices.

. What happenedin 2018,2019?
The prospects of the Indian steel
industry were healthy until Au-
gust 2018, when the tariffs an-
nounced by the US on its steel
imports came into effect.

In 2018, India’s steel exports
fell 32 per cent to 11 million
tonnes compared with the previ-
ous year's outbound shipments.

— from 6.9 per cent
growth (y-o-y) in April-June to 3.1
per cent in the quarter ended
September, and slipping into the
negative territory in the first two
months of Q4 of 2019 (October
and November), at-1.8 per<cent.

With domestic demand weak-
ening, Indian steel manufactur-
ers increased exports.

Despite exports, the steel in-
dustry’s inventory swelled. As
per data collated by CRISIL Re-
search, from the second quarter
of 2019, inventory has been atan

BLOOMBERG
average of about 14 million
tonnes per month as against an
average of about 11 million
tonnes in 2018.

As a result, steel prices took a
deadly blow. In 2019, steel prices
have dropped about 18 per cent
to ¥36,000/tonne from an aver-
age of about ¥44,000/tonne in
2018.

Steel manufacturers have also
been burdened by increasing
steel imports. In spite of protec-
tionist measures from the gov-
ernment, steel imports rose
from Japan and South Korea,
with which India has signed free-
trade agreements.

Modest outlook

The global steel demand in 2020
is expected to be worse than in
2019, due to the weakness in Chi-
na's manufacturing sector and
its slowing economy.

Chinese steel demand in 2020,
as forecast by the WSA, is expec-
ted to grow just one per cent in
2020 as against 7.8 per cent (es-
timated)in 2019. |

However, with the new trade
deal between the US and China
that includes averting the

December 15 tariff imposition
(on about $160 billion of con-
sumer goods from China) and a
possible reduction of existing
duties on Chinese products,
global trade uncertainities could
settle to an extent. This will be
further aided by Boris Johnson’s
landslide victory in Britain (pav-
ing the way for Brexit). Thus, the
improved market sentiment
could push the global demand
for steel, giving a leg-up to prices.

Though developed and devel-
oping countries (excluding
China) are set to rebound from
the low levels of demand seen in
2019, the global steel demand,
weighed down by China, is ex-
pected to grow just1.7 per cent in
2020 as against 3.9 per cent (es-
timated) in 2019.

In terms of supply, with winter
production control in China be-
ing less severe than last year, and
the re-opening of steel units in
the US, steel supply in the global
market may remain stable.

With low demand and stable
supply, the upward movement of
global steel prices could face
headwinds going ahead. The
benchmark Chinese HRC (hot-

rolled coil) steel ‘sheet now
trades at about $550 per tonne as
against an average of $622 per
tonne in the last year.

Also, the northward move-
ment of steel prices is further
threatened by Trump’s an-

‘nouncement of imposition of

tariffs on Brazil, one of the top
exporters of steel to the US. Ex-
cess steel in Brazil might end up
asasurplus in the global market.
Following the global cues, up-
ward movement of Indian steel
prices is also expected to be lim-
ited. Priyesh Ruparelia, Vice-Pres-
ident and Co-Head, Corporate
Sector Ratings, ICRA, says: “Un-
less there is a drastic demand up-
tick supported by infrastructure
spending by the government, av-
erage HRC prices in FY2020 are
expected to remain at about
%36,000 per tonne compared
with about ¥44,000 per tonne
witnessed in the previous year."
A probable hike in iron-ore
prices, especially due to the on-
going issues with iron-ore min-
ing in India, could raise the in-
put costs of steel producers and

traders,and could exert pressure

on their profitability.

Dismal prospects

* Steel prices dropped
15-20% in 2019

* Inventory levels are
rising in India

* Global demand in 2020
expected to be worse
than in 2019
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‘MCX-Aluminium in
consolidation phase

MCX-Aluminium
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AKHIL NALLAMUTHU
BLResearch Bureau '
The spot price of Aluminium on the MCX,
which has been in a downtrend since April,
seems to be in a.consolidation phase now.
The price is oscillating within the broad
range of X128.5 and X136. Thus, the metal can
establish the next leg of trend only if it
moves out of this range.

The December futures contract of Alu-
minium on the MCX was on a downswing,
like the spot price. But of late, the price ac-
tion shows that bears may have lost mo-
mentum and the price has started moving
sideways in the band between X130 and X135.
The MACD is showing signs of recovery as it
points at an upward trajectory, indicating
the potential to rally. But for the rally to sus-
tain, the contract should break out of 135,
and not consolidate at the current levels as a
prolonged consolidation may change the
tide against the metal.

If the contract moves beyond the upper
boundary of the range at X135, it can rally to-
wards the resistance band between %138.8
and X140.5. A break above that level can turn
the medium-term trend of the commodity
bullish where the subsequent resistance is at
X145. However, if the contract breaks below
the lower boundary of the range at 130, it
can decline to X125.

The three-month rolling forward contract
of Aluminium on the LME is also stuck
between two key levels at $1,745 and $1,790.
On the daily charts, the price is forming a
contracting pattern by registering lower
peaks and higher lows. The key levels to
watch are $1,730 and $1,820.

Trading strategy

Traders are advised to stay on the sidelines
until the December futures moves out of the
range between X130 or X135. Until then,
traders can adopt range-bound trading
strategies. The direction of the break can
confirm the next leg of the trend.

|
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Coal Ministry makes project
clearance easy, fast

OUR BUREAU

New Delhi, December 16

The Ministry of Coal has de-
cided to simplify the process
of getting clearances for coal
mining projects.

An official statement said
that this will expedite opera-
tionalisation of already allot-
ted coal blocks and also en-
courage prospective investors
or bidders in future auctions.

The Coal Ministry has re-en-
gineered the Mining Plan pre-

paration and approval pro-

cess. This is likely to slash the
approval period from the ex-
isting 90 days to about 30
days. The re-engineering pro-
cess includes simplification
of guidelines and format for
preparing Mining Plan,
amendments in relevant pro-
visions of Mineral Concession
Rules, 1960 and approval pro-
cess, the statement said.

The proposed simplified
guidelines and format not
only reduce the mining plan
formulation time but also
make the document lighter
and easier to comprehend.
This will further facilitate
hosting the soft copy in an ac-
cessible data base, the state-
ment added.

The proposed system of
mining plan preparation and
approval allows the leasee to
get the mining plan prepared
by Mining Plan Preparing

Agency (MPPA) and get it cer-
tified by the Mining Plan Cer-
tifying Agency (MPCA) and
submit the mining plan to
Ministry of Coal for approval.
This will improvequality and
reduce the time for detailed
scrutiny.

In the next phase, the entire
Mining Plan approval process
is proposed to be made online
for application, processing
and approval. This system will
ultimately interact with
PARIVESH. portal of the Envir-
onment Ministry and similar
portals of other related minis-
tries and organisations of the
Central and State
governments.
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