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GLOBAL Change in %
Price Weekly Monthly Yearly
Metals ($/tonne)
Aluminium 1781 -0.7 1.7 3.3
Copper 6172 11 1.7 45
Iron Ore -~ 88 1.7 2l 214
Lead 1914 0.6 11 -26
Zinc 2388 29 i3 -3.5
Tin 17209 "24 -1.3 -14.9
Nickel 14116 32 5.8 26.1
—
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Gold at 3-mth high globally,
set for best year since 2010

SHINING AGAIN

old prices jumped to
G their highest in more
than three months on
Tuesday on a weakening dol-
lar, with the metal on track for
its best annual show in nearly
a decade, while palladium le-
apt towardsitsfourth straight
yearly gain.
Spot gold hit its highest
since September 25 at $1,525
and was up 0.6% to $1,523 per

ounce. The US gold futuresro-

Global gold price ($/ounce)
2,200

Dec31,'19

Dec31, 09

se 0.6% to $1,528. Bullion has

“One of the main drivers be-

gained nearly 19% intheyear, hind gold’s gain is the .weake-
its biggest since 2010, mainly ~ ning in the dollar,” said Mar-
driven by a tariff war betwe- garet Yang Yan,a market ana-
en the US and China, which  lyst at CMC Markets, adding
triggered monetary policy ea-  prices also rose on year-end
sing by major central banks. bargain-hunting.

Thedollarslipped againsta
basket of rivals, making gold
cheaper for holders of other
currencies. “However, the up-
side is kind of limited because
quantitative easing or rate-cut-
ting cycle has come to an end
for now and we don’t see a pos-
sibility of any rate cuts in
2020,” Yan said. ; .

The US Federal Reserve cut
interest rates three times this
year before taking a pause. Lo-
wer interest rates reduce the
opportunity costof holdingthe
non-yielding bullion. On the
trade front, a phase1deal is lik-
ely to besigned next week, Whi-

te House trade adviser Peter
Navarrosaid. ReUTERS

/
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How major commodities will fare in 2020

Market conditions are expected to improve, thanks to the US-China trade truce and better supplies -

G CHANDRASHEKHAR

n 2019, commodity markets

were buffeted by a host of un-

certainties and risks, including

the US-China trade dispute,
competitive monetary policy easing
by various central bankers, a fairly re-
silient US dollar, a leashed crude oil
market, largely benign weather, and
looming growth concerns.

Rising from the year’s lows, some
commodities like crude oil (Brent $67
a barrel), gold ($1,512 a troy ounce)
and crude palm oil ($770 a tonne)
ended 2019 on a positive note. Indus-
trial metals have had mixed fortuné.

It is in this background that one
must see where major commodities
— crude oil, gold, palm oil, cotton,
and base metals like copper and
nickel — are headed in 2020.

Crude oil: Global growth is expec-
ted to showan uptick in performance
in 2020, as the effects of monetary
policy easing begin to kick in. To-
.gether with the possibility of a US-
China trade truce, growth prospects
should help boost energy consump-
tion modestly. Supply will remain
plentiful, especially in Hi. The US will

continue to pump out shale oil at re- -

cord levels and stay as an exporter.

The OPEC+ will continue to maintain
their agreed production levels, pos-
sibly extending the agreement till
the end of 2020. Hence, the supply-
demand fundamentals should be
fairly balanced. The role of speculat-
ive capital needs to be watched.
Under the circumstances, Brent
will be able to defend the $60 a barrel
floor fairly well. But the mar-
ket will continue to face
volatility. In Hi,
Brent may trade
between  $60-65,
notwithstanding
that the recent
geopolitical con-

flict actually
pushed  Brent -
above $68 a barrel. g™

The market will cor-  Global growthAn uptickin
performance is expected

rect when tensions
de-escalate.

Gold: Gold enjoyed a stellar per-
formance in 2019, having risen from
the low of $1,270/oz to the highest
level of $1,550/0z during 2019, and
ending the year at around $1,512/oz in
the wake of some geopolitical devel-
opments. The US Federal Reserve's
rate cut, the ongoing US-China trade
war and global growth concerns
propped the metal up as a safe haven

during the year. At the same time, en-
ervated physical demand in two of
the world’s largest consuming mar-
kets - China and India - capped the
metal's upside.

In 2020, gold is likely to benefit
from a slew of supportive factors in-
cluding geopolitical risks, an accom-
modative monetary policy and a

slightly weaker dollar. These
should boost the pre-
cious metal. But subdued
demand conditions are
likely to persist through
2020. There is little
to suggest any
marked uptick in
demand as high
prices result in de-
mand compression.

Both China and .In-
dia are going through
a severe economic
slowdown. Weaker local currencies
are pushing up domestic prices. Gold
will have to brave these challenges.
As always, the gold market will stay
volatile. Most likely, the precious
metal will trade between a low of
$1,450-1,550 an ounce in2020.

Base metals: After a year of sub-
dued performance in 2019 in the af-
termath of US-China trade war and

growth concerns, base metals such as
copper, nickel, zinc and aluminium
should brace for improved market
conditions in 2020. ‘Phase one’ of the
US-China trade deal has already sent
out some positive signals. Global
growth is forecast to pick up in 2020.

Copper is likely to return to sur-
plus in 2020. Demand growth will be
modest. The metal should trade

, around $6,000 a tonne with +/- 5 per

cent movement. The aluminium
market will continue to be well sup-
plied. Expect the metal to stay below
§,800/tonne, and trade on an average
at §1750/tonne.

Nickel will be a supply side story.
The market will be in deficit; and any
mine supply restrictions in Indone-
sia can worsen the situation. The
metal should trade around $15,000/
tonne. Zinc in 2020 will swing into
surplus after four years of deficit. De-
mand for galvanised steel is expected
to be muted for the construction
market as well as automotive in-
dustry. The metal will be range
bound at $2,150-2,350/tonne.

Palm Oil: Prices have rallied above
Malaysian ringgit 3,000 a tonne
(over $720/tonne) in the last two
months thanks to a combination of
higher demand from Chira, Indone-

sia’sambitious biodiesel programme
and slowing supply growth. Prices
will remain firm until March 2020.

In Q2, one can expect a sharp cor-
rection (12-15 per cent) in the palm oil
market as the peak production sea-
son starts, and palm oil is possibly re-
placed by soyabean in the US-China
trade deal. Indonesia's blending pro-
gramme must be watched closely.

Cotton: The market has beenat the
receiving end of the US-China trade
war since 2018. After the intended
phase one deal, hopes of further de-
escalation have revived the commod-
ity. In 2020, if the trade tension fur-
ther subsides, cotton is sure to get a
boost as output in major origins fall.
However, demand conditions too are
likely to be quite subdued. China's in-
ventory policy is the key to unravel
the cotton market outlook. On cur-
rent reckoning, prices will stay
range-bound. For 2019-20, India’s
harvest is less than anticipated and
quality compromised. Domestic
prices are likely to rise in Q1 after har-
vest pressure eases and the US’ plant-
ing intentions become clear.

S —
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CIL production up by
7 pc in December 2019

KOLKATA, Jan 1 (PTI)

COALIndiaLtd (CIL), which reg-
isterted negative growth in pro-
duction of the dry fuel for past
few months, has posted over 7
per centgrowth in December with
58 million tonne output, sources
said on Wednesday.

The coal behemoth had pro-
duced54.13 million tonneincor-
responding month of 2018.

In the last month, the produc-
tion was about 8 million tonne
higher from 50.2 million tonne
prduced in November, the com-
pany sources said.According to
provisional data, the miner has
produced 388.39 million tonne of
coal during April-December peri-
od of the current fiscal, down by
5.83 per cent from 412.45 million
tonne in the first nine months of

thelastfinancial year, CILsources
told PTI. Coal Indiaaimed atpro-
ducing 660 million tonnein2019-
20and missed the target 0f457.23
million tonne till December.
The company has not official-
ly announced its latest produc-
tion figurestill the storywasfiled.
Production was relatively less -
duringApril-December period as
mining activities by coal pro-
ducing subsidiaries had been hit
during monsoon, sources said.
CoalIndiadispatched 53.4 mil-
lion tonne of coal in December
2019 to its customers as against
52.77 million tonne in the same
month of previous year. Coal off-
take in the first nine months of
current fiscal (April-December
19) was at 417 million tonne,
down from 444.59 million tonne
supplied in same period of 2018.
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MCX-Nickel enters
consolidation phase

MCX'Nickel
Return: 42.3% ¥/ka

1,300
1,170
1,040
910
780
Jan1 Dec31 s
2019 2019
AKHIL NAI.LAMI;THU

BLResearch Bureau

The spot price of nickel on the MCX struggles to
extend the corrective rally beyond the resist-
ance atX1,066. At that level lies the 23.6 per cent
Fibonacci retracement level of the previous
downtrend.

Likewise, the January futures contract of
Nickel on the MCX too struggles to advance bey-
ond the resistance at ¥1,054. However, it contin-
ues to stay above the 21-DMA. But, the contract
has been consolidating within a range between
1,010 and 1,054 for the past few trading ses-
sions. A prolonged consolidation might not
work in favour of the contract as it might start
to decline, aligning with the major downtrend.

As the price moves in a sideways trend, the
daily Relative Strength Index is flat, but the
Moving Average Convergence Divergence on
the daily chart indicates a bullish bias.

Considering the above factors, the contract
will not be able to build a trend as long as it
stays within 1,010 and 1,054. If the contract
manages to breach the upper boundary of the
range, it will face resistance at %1,100. Beyond
that level, the resistance is at X1,125. On the
other hand, if the contract breaches the lower
boundary of the range, it will most likely retest
its previous low at ¥965. Support below that
level is atX920.

- On the global front, the price of the three-
month rolling forward contract of Nickel on
the London Metal Exchange also seems to have
entered a sideways trend, fluctuating between
$13,875 and $14,526. The contract should move
out of this range to confirm the next leg of
trend. Above $14,526, the resistance is at $15,000
and below $13,875, the support is at $13,370.

Trading strategy

Though MCX-Nickel futures is in a consolida-
tion phase, the major trend remains bearish.
However, further decline can be confirmed
only if it declines below %1,010. So, traders are
recommended to initiate fresh short positions »
only below 1,010 with stop-loss at X1,055. j

L =
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NAVEEN MATHUR

The year 2019 ended with the yel-
low metal shining ever brighter. In
the year just gone by, Comex gold
gained more than 18 per cent and
MCX gold 24 per cent. The precious
metal took off in June when the US
Federal Reserve told markets to ex-
pect lower interest rates by
end-2019.

Besides, the US central bank

ended its programme of balance- -

sheet normalisation, which had
been pushing up rates further out
along the yield curve. Simultan-
eously, the bank has been active in
the repo market, providing liquid-
ityand stimulus at the front end of
the yield curve. Meanwhile, at its fi-
nal meeting of the year, the Fed left
rates unchanged, saying its cur-
rent stance on monetary policy
was “appropriate.”

Gold's best performance this

year was because of investor aver-
sion to equity as economic clouds
loomed over Wall Street. Some of
that has changed thanks toa resur-
gent stock market. Indeed, optim-
ism has revived among traders,
who foresee a positive outcome to
the US-China trade war and a re-
vived global economy in 2020.
Gold, consequently, has spent the
last few months in the shadow of
riskier assets.

The trend in interest rates, in the
US and globally, continues to be
lower as we head into a new dec-
ade. In the present economic mi-
lieu, favourable signs are evident
for prospects for gold. As 2019
closed, the price of the yellow
metal was a fleck below its early-
September peak, but, at just below
$1,380 an ounce, well above its crit-
ical technical support. After its
Junethrough September rally, gold
continues to consolidate. As we

Gold price performance (%)

Year MCX Comex
015 66 -104
206 101 84
017 62 132
018 7.7 -16
019 24 183
Source: e-signal

enter 2020, buying of the yellow
metal could give better returns.

By far one of the mostimportant
considerations when evaluating
gold's intermediate-term outlook
is the trend of the US dollar index.
The dominant longer-term trend
in the dollar, however, is still up as
revealed in the fact that the green-
back hasn’t yet made a decisively
lower low in several months. A
move below 96, however, would
clearly confirm that a major shift

towards a dollar-bear market is un-
der way (as opposed to merely a
“correction” in an ongoing dollar-
bull market).

Nevertheless, even if the dollar’s
recent weakness is merely tempor-
ary, it should suffice for gold to
commence a renewed rally earlyin
2020. With the rising “fear factor” -
arising from renewed military ten-
sion in the Gulf region and con-
tinuing concerns over the strength
of the global economy - the metal

has even more support beyond
merelythe currencyaspect.Inview
of these supporting factors, in-
vestors are therefore justified in
maintaining a bullish intermedi-
ate-term tilt toward the metal.

January outlook
All of the factors that have lit a
golden fuse under the metal in
2019 are still in place as we hurtle
into 2020. While the Fed left the
rates unchanged at the last FOMC
meeting, it is unlikely to raise
short-term rates in 2020. The Fed is
an apolitical body. As 2020 is an
election year, the US central bank
would not want to take any monet-
ary policy decisions that could
make waves at the time of the elec-
tion. Besides, global interest rates
areat past lows.

In September, the ECB lowered
its deposit rate to a-negative 50
basis points and in November re-

Many factors likely to keep the gold’s glitter in New Year

started its QE programme. Low
rates tend to get the gold bulls
snorting and pawing.

US election

The US election campaign in 2020
will be a highly contentious affair,
and could lead to periods of fear
and uncertainty across all asset
classes. The potential for a signific-
antshift in the US policy under the
opposition party could support
gold. Before final campaigns get
under way, the President faces im-
peachment by the House of Rep-
resentatives and a trial before the
Senate.

Simultaneously, protectionist
policies have heightened market
volatility. The ups and downs of the
trade war between the US and
China will continue into 2020.
President Trump recently added a
front to the trade war after slap-
ping tariffs on aluminium and

gentina.

bullish note.

2020.

steel exports from Brazil and Ar-

North Korea has begun test-fir-
ing missiles again, and Iran re-
mains hostile to the US. The ‘phase
one’trade deal between the USand
China could ignite the Chinese eco-
nomy and demand for gold in the
Asian nation in 2020.

The bottomline is that the stage
is set for another leg to the up-
swing in the bullion market that
tends to start the year off on a

We are likely to see immediate
resistance at ¥39,400-41,500 (10
gm) and support at 35,500-
34,200 levels. Overall, we maintain
our bullish view in MCX gold for

Views are personal

The writer is Director, Commodities
and Currencies, Anand Rathi
Shares and Stock Brokers.
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“GOVT’S RECENT ANNOUNCEMENTS MAY SPARK A TURNAROUND

‘§~

Steel Prices may Rise 10% On
Likely Uptick in Auto, Infra

Sector stocks, too, rally from October lows on positive global outlook

Price & Output

Valuation of indian Steel Companies
@ JSW Steel @®TataSteel < JSPL @®SAIL

20 -
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Jan 2, 2015

Madhvi Sally, JwalitVyas and
BhavyaDilipkumar

New Delhi | Mumbai: Domestic
prices of steel, of which India is
among the three top global pro-
ducers, are expected to climb 10-
12% this year;, with the govern-
ment’s measures to revamp in-
frastructure and consumption
likely reviving demand for the al-
loy from carmakers and const-
ruction companies.

In anticipation of a turnaround,
steel shares have climbed 32-79%
from their October lows, in Kilter
with buoyant domestic and inter-
national prices of the commodity.
The Centre’s decision to invest
7102 lakh crore in infrastructure
projects over the next five years is
expected to buoy steel demand,
while a likely deal between the US
and China on tariffs should ease
global trade concerns on the pri-
mary infrastructure alloy:

“The downward trend in steel
prices should stop in 2020 and a
gradual upward move has already

_started from the last week of De-
cember;” said Manoj Jain, head of
commodities at IndiaNivesh Rese-
arch. “Demand from the automo-
bile and real estate sectors will al-
sorevive on the prospect of better
domestic rabi crop production
this year. We expect a 10-12% upsi-
demove in steel prices in 2020.”

Steel longs for February expiry
were trading at 32,020 per tonne

_on Thursday. Analysts said the

 Jan2,2020

price could increase to 35,600
per tonne this year. In the physi-
cal market at Mandi Gobindgarh
in Punjab, steel prices opened at
232,400 a tonne and traded in the
range of ¥32,500- 32,600 a tonne
on Thursday.

Measures torevive consumption
should boost physical demand,
while investors should expect de-
cent returns due to attractive va-

luations. Leading

e ] producers expect
Profitability a northward
islikely to trend in output
improve and demand.

marginally “The December
onloweriron quarter and the
oreprices next should be go-
after od, given the
normalcy at numbers repor-
Brazilian ted by auto com-
miner Vale panies, IIP num-

bers or GST figu-
res. It took six months for invento-
ry de-stocking until September;
when the inventory levels reached
thelowest. Once this restocking is
complete, demand needs to susta-
in,” said Seshagiri Rao, group
CFO of JSW Steel.

Domestic steel prices rose 2% in
the past two weeks, while export
prices for Indian steel makers ro-
se even higher — by 7%. Stocks of
Tata Steel, JSW Steel, Jindal Steel
&Power and SAIL climbed 3.5% to
10% on Thursday after the anno-
uncement on boosting infrastruc-
ture. Attractive valuations — the-
se four stocks trade about 12% be-

low their five-year average price
multiples — make steel a decent
investment option now.

Sales of automobiles, one of the
biggest high-grade steel consu-
mers, largely declined last year,
but a demand revival is anticipa-
ted, with factories taking fewer
planned shutdowns in the third"
quarter. That has prompted price
increases by manufacturers.

“Global steel prices are moving
up now and as far as India is con-
cerned, there was a sequential im-
provement in the automotive sec-
tor’s production and sales,” said
Jayant Acharya, director; com-
mercial, marketingand corporate
strategy, JSW Steel. “In December,
the shutdowns were fewer. Vario-
us construction projects. opened
up after the monsoon season and
all put together; we see a demand
pick-up. Thus, we have decided to
increase prices by around 4% for
both flat and long products.”

The sector’s profitability should
improve marginally on lower iron
ore prices afternormal operations
resumed at Brazilian miner Vale,
said Ajay Kedia, director at Kedia
Advisory. Butsteel output may tra-
il demand, likely pushing prices
northward. “The market does not
see Vale capacity to return as qu-
ickly as anticipated, which could
keep the seaborne market tighter
than expected and prices can see
recovery again to the extent of
¥34,500-35,000 per tonne that we
saw in March 2019,” he said.
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INDIA'S goldimports, which have
abearing on the current account
deficit (CAD), fellabout 7 per cent
to USD20.57 billion during April-
November period of the ongoing
financial year, according to the
Commerce Ministry data.

Imports of the yellow metal
stood at USD 22.16 billion in the
same period of 2018-19.

Thedeclineingoldimports has
helpedinnarrowingthecountry’s
trade deficit to USD 106.84 bil-
lion during the eight-month peri-
od under review as against USD
133.74 billion in the year-ago
months. Gold import had been
recording a negative growth
since July this year. However, it
grew about 5 per cent to USD
1.84billionin Octoberand 6.6 per
cent to USD 2.94 billion
in November.

India is the largest importer of
gold, which mainly caters to the
demand of the jewellery indus-
try. In volume terms, the coun-

Gold imports dip 7 pc
in April-November

2,

-f‘|

ALY

‘,
=S

tryimports 800-900tonne of gﬁ}d
annually. To mitigate the negh-
tive impact of gold imports on
trade deficit and CAD, the
Government increased the
import duty on the metal to 12.5
per cent from 10 per cent in thls
year’s Budget.

Industry experts claim that
businessesinthe sectorare shxft
ing their manufacturing basesto
neighbouring countries due-to
this high duty.

The Gemsand Jewellery Export
Promotion Council (GJEPC) has
asked for a reduction in import
dutyto4 percent. Gemsand jew-
ellery exports declined aboutl.5
per cent to USD 20.5 billiorf in
April-November this fiscal. The
country’s gold imports dipped
about 3 per cent in value termis
to USD 32.8 billion in 2018-19.

The CAD narrowed to 0.9 per
cent of GDP or USD 6.3 billiof in
July-September, 2019-20 fron2.9
percentor USD 19 billioninsame
periodlastyear, as per the Reserve
Bank of India data.
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HC allows 13 writ petitions against cancellation of
mining leases: Cases heing sent back to Collector

M Legal Correspondent

ALLOWING 13 writ petitions filed
by Rajesh Mathuradas Patel and
12 others from Amravati district,
Justice Atul Chandurkar at the
High Court here has set aside the
impugned ogders passed by the
Collector, Anfavati, on November
3,2017 and January 8, 2019, can-
celling the mining leases and
sending these cases back to him
with liberty to the authorities to
place on record further material
to ]usnfy its action of cancelling
the mining leases. .

Asperthe court'sdirections, all
additional material collected shall
be supplied to the lease-holders.
After giving hearing to them, the
Collector is free to pass fresh
orders, pursuant to the contents
of the show cause notices issued
to them earlier. All questions in

thatregard have been kept open.

Theparties have been directecd
toappear before the Collectoron
January 10 next. The Collector
shall conductthe necessary exer-
cise and pass orders according-
ly within a period of eight weeks
from January 10.

In the meanwhile, interim
directions were issued permit-
ting the petitioners to apply to
the Collector for issuance
of transit passes for transporta-
tionunder the miningleases. The
Collector shall pass necessary
orders on such appliocations
within 10 days from the date of
those applications. This interim
direction is without prejudice to
the rights of the parties.

The High Court has stated that
itcanbesaid thatatpresent there
is no material placed on record
before the Collector to indicate

thelands granted for miningleas-
eswere in fact the lands set apart
for free pasturage of village cat-
tle as contemplated by Section
22A (1) of the Maharashtra Land
Revenue Code. It may be men-
tioned that in the order of April
3, 2019, the court had observed
that one of the questions which
arose was whether the descrip-
tion of lands as E-class lands by
itself would be sufficient to hold
that the said lands had been set
apart for free pasturage of village
cattle as required by Section 22A
of the Code. The court’s finding
hasbeen thatthe Authorities pro-
ceeded to cancel the miningleas-
es without any material in sup-
port of that action.

AdvV S Kukday, R ] Mirza and
P W Mirza appeared for peti-
tioners. AGP N R Patil represent-
ed respondent-State and others.
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MCX-Zincis
range-bound; stay
on the sidelines

MCX Zinc

Return:5.9%  ¥/kg
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AKHIL NALLAMUTHU

BL Research Bureau

The spot price of Zinc on the MCX seems to be
consolidating between %182 and 185.15, fol-
lowing a downtrend that began in November.
Similarly, the January futures contract of Zinc
Mini on the MCX is moving in a sideways trend,
even after breaking below an important sup-
port at X179.25.

Notably, the futures contract continues to
| trade below the 21-DMA, retaining the short-
term bearish trend. For the contract to reverse
the trend, it should close above the resistance
at X182.85 on daily basis. The RSI and the MACD
onthe daily chart does not seem to hintata def-
inite direction.

The contract is trading near the 21-DMA res-

istance at X180.8. But as long as the contract
price stays within X178.75 and X182.85, it cannot
be expected to establish a clear trend. Aligning
' with the major trend, if the contract breaks be-
low 178.75, it can decline to X174.8 in the near
term. On the other hand, if the contract
breaches %182.85, the immediate resistance is
atX186.4 —the 50 per cent retracement level of
the previous bear trend. This level is coincided
by the 50-DMA, making it a significant level.
_ Unlike the price of Zinc on the MCX, the
three-month rolling forward contract of the
metal on the LME rallied after making a low of
$2,200. Following the downtrend, the contract
rose to $2,350, where the recovery was capped.
It is currently hovering around the support at
$2,270. While a further decline could drag the
price t0 $2,200,a bounce from the current level
can take the contract to $2,350.

Trading strategy

As the futures contract is caught between
X178.75 and X182.85, the next leg of trend can be
confirmed only if it breaches either of these
levels. Until then, traders are advised to stay on
the sidelines.
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US-Iran crisis: Spot gold breaches 340,000 mark

Investors rush for the
haven asset amid
uncertainty in other
financial assets

RUTAM VORA

Ahmedabad, jJanuary 3

As the crisis around West Asia star-
ted mounting, gold pricesinIndia
touched all-time high levels in
spot markets hitting ¥40,092 per
10 grams (PM rates for 999 purity
without tax) — a jump of 2.2 per
centor X877 within a day.

Spot silver prices also followed
the trend surging from ¥46,340
per kg on Thursday toX47,330-up
by %990 or about 2 per cent in a
day.

Triggered by the haven de-
mand, investors flocked to the yel-
low metal amid looming uncer-
tainty on what transpires from
the Iranian retaliation to the US'
Thursday’s action against its milit-
aryleader.

“We are seeing alltime high
levels today. The rally is primarily
because of the tensions following
the US-Iran military actions. The
near-term  outlook  appears

bullish because of the geopolitical
crisis in the Middle-East region,”
Prithviraj Kothari, President, India
Bullion and Jewellers Association
Ltd (IBJA), told BusinessLine.

In futures, MCX Gold for Febru-
ary contract gained 1.87 per cent
with last quoted price of 40,010
per 10 grams. CME Gold futures,
meanwhile, hit a recent high of
$1,548 an oz during intra-day,
while it last quoted at $1,541.

Banks’ buying

According to Kothari, besides the
central banks, which have been
constantly accumulating gold at

every dip in prices, it is also the in-
vestors, who are rushing for the
haven asset amid uncertainty in
the other financial assets.

Per the recent World

chases during 2019. But Kothari
also pointed out that at the fresh
peak levels, physical gold demand
will take a pause and there will be
profitbooking by those holding
gold of alesservalue.

Profit booking
“We may see some bit of profit
booking in physical market be-
cause of the latest surge in the
prices. So we may see some pause
in India’s gold price rally going
forward,” added Kothari.
Abhishek Bansal, Chairman,
ABans Group of Companies, com-
mented, “Gold prices are at four-
month high in CME as tensions
have increased in the Middle East.
Gold also found support after
China announced a re-

Gold Council data, cent-
ral banks have been pil-
ing up their gold re-
serves. Gold purchases
during 2019 jumped 43
per cent to 629.4 tonnes
(up to November 2019)

Scan & Share

serve rate cut by 50 bps
from January 6 to sup-
port the economy. An
easing monetary policy
will increase liquidity in
the Chinese market and
demand for gold will

as against 437.5 tonnes
lastyear.

Central banks in Turkey, Russia,
Poland and China were the top
ones to make heavy gold pur-

pick up. Domestic gold
pricesare likely to rally further fol-
lowing weakness in the Indian ru-
pee after Crude oil prices have
surged nearly 4 per cent.”
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NMDC hikes iron ore
prices by X200 a tonne

OURBUREAU

Mumbai, January 3

The country’s largest iron ore
miner NMDC has hiked prices
for the first time since last
September. The rise in prices is
by about %200 a tonne —
2,800 for lump ore of 65.5 per
cent Fe and ¥2,560 for 64 per
cent Fe. Following this, some
private merchant miners are
also negotiating higher price
for their ores.

The hike in iron ore prices
comes at a time when steel
companies have effected a
1,500,750 rise a tonne this
month.

Baijendra Kumar, Chairman
and Managing Director, NMDC,
has set a production target of
48 million tonnes for the next
fiscal against 32 mtin FY19.

The public sector mineral
producer has said it will ensure
enough supply to meet de-

mand, post-March, when iron
ore leases of many private play-
ers will be cancelled.

Improving demand
The demand foriron ore has in-
creased in the last few months
as most steel mills are building
inventory in anticipation of
supply disruption and price
surge.

For the first nine months of
this fiscal, NMDC'’s iron ore pro-

- duction increased marginally

by 0.73 per cent to 22.01 mt
(21.85 mt) while sales were up 4
per cent 23.03 mt (22.18 mt).
The cancellation of Donim-
alai lease in Karnataka has hit
NMDC hard in the last few
months. However, the govern-
ment has given clearance for
enhancing production at Ku-
maraswamy mine in
Karnataka to 10 mtpa from 7

mtpa.
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Gold zooms Rs 752 on
strong global trends

oil prices, after US President
, : Donald Trump ordered deadly
GOLD prices zoomed Rs 752 to  strike on an Iranian command-
Rs 40,652 per 10 gram in the er.Intheglobalmarket,bothgold
national capital on Fnday on andsﬂverdeplctedabulhshtrend
- quotingwithgains
at USD 1,547 per
ounce and USD

NEW DELHI, Jan 3 (PTI)

and weak rupee,
according to

HDEC Securities. 18.20 per ounce,
Similarly, silver | respectively. .
pricesalsojumped 8 “Gold prices
Rs960toRs48,870 | | | traded  higher
per kg from Rs LEA today as geopolit-

47,910 per kg in the previous ical tension tnggered ‘the safe
trade. Goldhad closedatRs39,900  haven buying in international |
per 10 gram on Thursday. rates,” Vakil added. :
“Takingcuesfromglobal prices General Qasem Soleimani, the
powerful commander of Iran's
24 Karat in Delhi quoted at Rs RevolunonaryGuards,waskllled
40,652 per 10grams HDFCsecu-  inaprecision USairstrikeinlraq

* Devarsh Vakil said. e
In early trade on Friday, the

rupee depreciated by 24 paise to

71.62 weighed by spike in crude

. Trump, the Pentagonannounced
on Friday, dramatically escalat-
ing tensions in the strategic Gulf
region. y
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Gold could appfeciate to $1,700 this year

AKHIL NALLAMUTHU

alendar year 2019 saw gold advancing 18
C per cent — the highest return since
CY2010, when it had generated a return of
nearly 30 per cent. Spot gold had been trading
between $1,130 and $1,400 an ounce since 2014.
Several attempts to invalidate the resistance at
$1,400 was unsuccessful until recently. The 38.2
per cent Fibonacci retracement level of the previ-
ous down-move coincided with that level, making
it more significant. However, after a sluggish start
in 2019, the metal cracked the resistance in June.
Gold has established a strong uptrend, follow-
ing the breakout of the resistance at $1,400. The
bullish outlook is corroborated by the Relative
Strength Index (RSI) and the Moving Average Con-
vergence Divergence (MACD) indicator in the
weekly chart. The RSI is showing a fresh uptick, in-

dicating considerable strength in the bull trend.
The MACD indicator has started showing fresh up-
side momentum. Also, the price action continues
to form higher peaks and higher troughs, an in-
dication of a good upward momentum.

MCX

The spot gold in India returned a stellar 23.8 per
cent in CY2019. This is the best performance by
gold after CY2011, when it had achieved a return of
nearly 32 per cent. This is the fourth consecutive
year gold had produced positive returns.

While gold in dollar terms is yet to test its all-
time high, the yellow metal in rupee terms
breached its prior lifetime high at 35,074 per 10
grams in August last year. Noticeably, the RSI in
the weekly chart has entered the over-bought ter-
ritory. However, the MACD hints a fresh build-up
in the bullish trend, and the long-term bull trend

12

is still intact. Following the global trend, the price
of gold in India can be expected to trend upward
during the current year and in the long term.

Outlook

The outlook looks promising in the long term.
While $1,550 can act as a hurdle, the prevailing
momentum is expected to take the price beyond
thatlevel. Though gold faces a hindrance at $1,630,
it can be expected to rally to $1,700 this year.

In the long term, it can retest its previous life-
time high at 1,920 levels.

Inrupee terms, gold can find ¥41,500 as a minor
resistance, but it can appreciate to 43,000 this
year. Considering that gold has achieved an annu-
alised return of nearly 7 per cent since 2010, the
price appreciating to 343,000 is a possibility. In
the long term, it can gradually advance to the
350,000 mark with intermediate corrections.
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Heightened geo-political tensions, weak global économy and depressed bond yields set to
strengthen the precious metal. Gold will protect your portfolio from risks in bond and equity

/

RAJALAKSHMINIRMAL

old proves analysts

wrong every year by sur-

prise moves up or down.

But in 2019 BusinessLine

got its call on the metal

right. As predicted in an analysis titled

‘Gold to glitter as dollar descends’,

published on January 7 last year, the

metalrallied, buoyed byits appealasa

safe haven, in the wake of geopolitical

tension, weak economic growth in the

US and Europe, and higher central

bank buying. But the dollar moved
contrary to expectations.

Whileitwaswidelybelieved that the

US Federal Reserve will pause after 12

hikes in the beginning of the yearand

it may see the dollar losing sheen in

2019, the Fed paused in the first six

months of the year. And in the second-

o s e e

half, instead of hiking rates, the Fed
cut rates. This gave rise to fears thata
tight monetary policy, together with
the trade war (US-China) could, result
inrecession in the US.

Between July and October, the Fed
did three 25-basis point cuts and
brought the Fed funds rate down from
2.50 per cent to1.75 per cent. While the
rate cut was bad for the dollar and it
was thought that the gates will open
for the greenback’s downward drift,
but it actually appreciated vis-a-vis
other currencies on safe-haven buy-
ing. The US dollar’s up-move, however,
didn’tsteal the sheen of gold. Both dol-
larand gold moved up in tandem and
the metal turned into an investor
darling.

In 2019, gold prices rallied from
$1,284anounceto$1517anounce—are-
turn of 18 per cent. While 2020 maynot

see a repeat of this performance, gold
pricesare likely to move higher.

The US-Iran confrontation can givea
leg-up to the metal in the

GDP growth will slow to 2 per cent in
2020 from 2.1 per centin 2019.

Note that if there is a breakdown in
the US-China trade talks, even

near future. Scan & Share | thisgrowthwillnotbeattain-

This conflictwill remainon able. While the expectation is
the front burner and dictate E E that the Fed maynot resort to
commodity pricemovement, : further rate cuts in 2020,
especially if Iran, as expected, there is uncertainty around
retaliates. oA how it will act if the growth

Gold can save investors in slows. So, if the US and China
equity and bonds from wild are unable to signa truceand

gyrations. With its negative correla-
tion to other assets, it can protect the
portfolio.

Gloomy economic picture

The increase in tariffs, post the US-
China trade war impacted the global
economy last year. The new year
doesn’tlook promising either.

The IMF projects global growth to
improve modestly to 3.4 per cent in
2020 from 3 per cent in 2019, driven by
recovery in the developing and emer-
ging economies, including Turkey, Ar-
gentina, Iran, Brazil, Mexico, India,
Russia and Saudi Arabia.

But large emerging markets and de-
veloping economies may continue to
face challenges, it adds, due to trade
and policy uncertainties.

The US GDP growthr has slipped

cent in Q3, and the outlook for 2020 is
not too good. In a release dated
| December11, the Fed projected thatthe

|

\ from 3.1 per cent in Q1 2019 to 2.1 per

it interrupts the economic recovery
process in the US, the Fed may be
forced to go for more rate cuts, push-
ing bond yields further lower. The
benchmark 10-year US Treasury yields
ended 2019 at1.92 per cent, recordinga
drop of 72 basis points in one year —
the largest annual drop since 2011
Note that the trade war between the
US and China is far from over. Eyeing a
second term—the US presidential elec-
tion is in November — Donald Trump
may take a tough stance with China.
In the EU, also, the picture is not too
good. While the euro area’s economic
woes continue, with a sharp fall in PMI
(Purchasing Managers’ Index) for
manufacturing, the European Central
Bank (ECB) doesn’t have room left for
monetary stimulus. All eyes are now
on the new ECB president, Christine
Lagarde, for some definitive action.
The USEU trade deal should pro-
gress this year; otherwise, there is risk
of a tariff on autos and the region suf-
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fering economically. The UK will form-
allyexitthe European Unionattheend
of January and it will start negotiating
fresh free-trade agreements. But if this
arbitration doesn’t go well, it will fur-
ther hurt business sentiments and
growth. From the Asia pack, China is
also set to see a challenging year. Ana-
lysts expecta sub-6 per cent growth in
China in 2020, which is sharply low
compared with recent years. A slow-
down in China will hit all other re-
gions including South Korea, Hong
Kong and others who export to China.

Gold fundamentals strong

Given higher prices, consumer de-
mand was muted. The two large mar-
kets for gold —India and China—have
seen consumption slowing in2019.

But if prices continue to be higher
for a prolonged time, demand will re-
turn. What is also promising at this
pointis thatthereisastrong buyingby
investorsand central banks.

In Q32019, demand for gold jew-
ellery was 460.9 tonnes, 16 per cent
lower than in the same quarter of the
previous year due to lower purchases
in Asia and West Asia. The demand for
bars and coins by retail investors was
150 tonnes, down 50 per cent over last
year. Demand for gold exchange-
traded funds (ETFs), however, in-
creased sharply to 258 tonnes — the
highest in a single quarter since
Q12016. Central banks also added 156

tonnes of gold to their reserves; year-
to-date, the total purchases by central
banks come to 550 tonnes, 12 per cent
higher than the same in the corres-
ponding period lastyear.

The active central banks here in-
clude those in Turkey, Russia and
China. In Russia, gold reserves total
2,241.9 tonnes,accounting fora fifth of
the total reserves and worth over $100
billion, according to a World Golf
Council (WGC) report. The Russian
central bank has hinted that it had al-
most halved its allocation to dollars —
from 43.7 per cent to 23.6 per cent —
and is using other currencies, such as
the yuan and euro, as well as gold, to
boostdiversification.

On supply side, while mine output
dropped 1 per cent in the September
2019 quarter, overall supply increased
4 per cent due to higher availability of
recycled gold (on higher prices).

Year-to-date, mine output has been
flat. Looking at numbers for the recent
September quarter, we see that many
large players including the US, China,
South Africa, Peru and Indonesia have
seen output fall. This is explained by
stricter environment norms, labour
problems and mine closures. The all-
in-sustaining costs for mining has
kept rising, pushing up cost for
miners despite weaker currencies.

Watchoutonrupee

For Indian investors, gold has de-
livered a higher return in 2019, thanks
toaweak rupee vis-a-vis dollar. In 2020,
while strong FPI and FDI flows may
support the rupee, a spike in crude oil
pricescanwiden thetrade deficit, thus
making the currency weak. In periods
of heightened risk aversion, FPIs tend
to pull money out of debt market,
hurting the currency.

An Indian investor can consider
buying gold at the current level. Re-
turns will be akin to whatitis in dollar
terms or higher, if rupee depreciates.

Sovereign gold bonds are the best
route to investing in the metal. These
are listed in the secondary market.
Else, you can also consider gold ETFs.

One can invest 10-15 per cent of the
portfolio in gold. Correlation between
gold-equity and gold-bond yields is
negative — they move in opposite dir-
ections. If bond yields drop on monet-
ary easing, or equity markets see a re-

turn to sane valuations, gold will do |
A

good.
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Demand driven by gold ETFs = (tonnes)
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Q32018 Q42018 Q12019 Qi 20{9 63 2019 =0
i Jewellery m Technology ® Total bar and coin demand m ETFs
u Central banks & other institutions
significant jump in holdings of gold ETFs in US, UK
Top 10 physically backed gold ETFs by AUM® (tonnes)
Fund Country Holdings as of Y-0-Y
Sep-end 2019 % change
SPDR Gold Shares us 920.5 24
iShares Gold Trust us 342.4 28
Xetra-Gold Germany 194.8 8
ETFS Physical Gold UK 156.6 4
Invesco Physical Gold ETC UK 148.9 37
iShares Physical Gold ETC UK 139.0 64
Gold Bullion Securities Ltd UK 79.1 3
Xtrackers Physical Gold ETC EUR Germany 69.2 25
ZKB Gold ETF Switzerland 65.6 3
ETFS Physical Swiss Gold UK 49.8 209
: Source: World Gold Council *Assets under management /
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/G CHANDRASHEKHAR

or base metals, 2019 was a chal-
F lenging year in the backdrop of
a fierce trade dispute between

two of the world’s largest economies
— the US and China. The initial high
hopes of an amicable resolution were
gradually dashed in the later months.
In combination with a growth slow-
down in major economies such as
Europe and Japan, the seemingly end-
less trade dispute resulted in a more
sober assessment of the market con-
ditions, especially the demand side,
which in turn had a softening effect
on metal prices. Fortunately, towards
the end of the year, prices somewhat
recovered, following the agreement
between the US and China to sign the
Phase One of the trade deal. As a res-
ult, most metals recouped their
losses. In fact, copper turned out to be
one metal that showed a net gain dur-
ing the year, ending well above the
psychological level of $6,000 a tonne.

EEe metals in 2020

Another metal that was often the fo-
cus of attention was nickel. Its prices
soared almost by two-thirds following
the mineral-ore export ban an-
nounced by Indonesia. But the metal
later lost almost half of its gains. On
the other hand, tin was the biggest
casualty of the sharply falling prices.

The market turned so unfavourable
that production cuts and export re-
strictions were announced in order to
shore up prices. Given the enervated
demand conditions, the tightness in
supplies was reduced, and the supply
deficit narrowed in many metals.

So, what's the outlook for the base
metals market in 2020? Macro issues
will continue to dominate the head-
lines and overshadow the market.

The ongoing trade dispute and the
US presidential election towards the
end of the year will grab attention.

Gradual pick-up
At the same time, there is an expecta-
tion of a gradual pick- up in global

economic growth at a time of sub-
dued growth in the supply of some
metals.

The easy money policy pursued by
many central banks around the world
will begin to deliver results. This
should prove positive for the market.

In the case of copper, there appears
to be an improvement in investor sen-
timent. There is an expectation that
constrained supply will push the mar-
ket higher next year. However, the In-
ternational Copper Study Group be-
lieves the supply deficit will end in
2020 and the market will return to
supply surplus, assuming no supply
interruptions during the year.

Mining supplies of copper concen-
trate are set to increase, resulting in
higher production of refined copper.

At the same time, demand growth
will remain muted. So, copper prices
should hover around the § 6,000/
tonne mark with the possibility of a 5
per cent up or down movement in the
first half of the year.

S0t i BRPMPAGE4

: Fortunes hinge on China
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The aluminium market is well sup-
plied. In 2020, there will be a signific-
ant rise in production, especially in
China, but demand conditions are ex-
pected to remain subdued. The weak-
ness in the manufacturing sector seen
in 2019 is likely to continue into 2020
as well. The market is likely to stay be-
low the $1,800/tonne mark and aver-

age close to $1,750 tonne in H12020.
Nickel will remain a supply-driven
story in 2020. The International
Nickel Study Group estimates that the
metal will remain in deficit in the
global market, but such deficit will be
on a reduced scale. Lower mine sup-
ply from Indonesia has the potential
to increase the deficit and boost
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prices. So, expect the nickel market to
stay in the vicinity of $15,000(tonne in
H12020.

In the case of zinc, the market in
2020 is expected to swing into surplus
after four years of deficit, as estimated
by the International Lead and Zinc
Study Group, which foresees notice-
ably higher refined-zinc production.

At the same time, demand is expec-
ted to trail production. Zinc demand
is essentially driven by galvanisation
of steel.

Even in China, where large invest-
ments flow into property construc-
tion and public infrastructure, de-
mand growth may be subdued in the
new year. At the same time, the auto-
motive industry is not likely to help
generate any big demand for the
metal. So, the zinc market is likely to
stay range-bound and trade in the
$2,150-2,350 a tonne range.

|
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Be cautious on gold spike

COMMENTARY

G CHANDRASHEKHAR

Gold put up a stellar performance in
2019, rising by close to a fifth over
the year, reaching at one point
$1,550 a troy ounce. The metal ended
the year slightly above $1,500/oz,
but remember, its price-perform-
ancewas nowhere near the $1,600/
oz as forecast by many experts.

Now, in the first week of the new
year, the eruption of geopolitical
tension between the US and Iran, in-
cluding a drone attack in Baghdad,
has given the metal a new fillip. On
Friday, gold closed at $1,549/oz, up
smartly from $1,510 a week earlier
and sharply rising from $1,477 a
month ago.

Outlandish forecasts

This fabulous beginning has given
rise to some outlandish forecasts
that may eventually turn out to be
wishful thinking. Incurable gold
bulls and investment strategists are
predicting that the metal will dis-
play in 2020 a performance similar
to or even better than the one seen
in 2019. Many are talking about an
easy breach of $1,600 and a test of
$1,700.

It is here that a word of caution
becomes necessary. The tendency to
forecast commodity prices based on
events which may have a short shelf-
life is dangerous and, therefore, best
shunned. By their very nature, geo-
political conflicts do not drag on for
a long time and are prone to de-es-
calate steadily, if not quickly.

In the present case, Iran has
pledged a strong retaliation.
Whether rhetoric will translate into
military action is hard to tell. Yet,
until tempers cool down, gold will
remain supported by the ongoing
tensions. Any sharp price rise
caused by geopolitical develop-
ments is sure to come in for equally
sharp correction when tensions
abate or near-normalcy is restored.
History has enough and more evid-
ence of this. So, gold will necessarily
fall back when tensions begin to
ease.

Analysts also cite other factors
such as Fed rate cut and depreci-
ation of the dollar to buttress their

bullish forecast. It is increasingly be-
coming clear that the Fed may not
cut rates atall in 2020, or cut it once
at best, perhaps in June. Policy-
makers are confident the economy
is in reasonably good shape.

From here on, in the US, gains on
the employment front may ease and
consumer spending may moderate.
The dollar risks weakening slightly
from the current levels; but compet-
itive depreciation of other major
currencies (euro, yuan) would act as
a floor for the greenback. After
Phase One of the deal between the
US and China, slated to be inked
mid-January, there is growing op- .
timism that the trade war is set for a
denouement and reconciliation
sometime in the second quarter of
this year, coming closer to the US
Presidential election. A good trade
deal will be negative for gold as it re-
moves an important element of
global uncertainty.

Weak demand

Critically, most forecasters ignore
the demand side, which has had a
significant bearing on the gold mar-
ket in 2019; and will continue to ex-
ert equally significant impact in
2020 too. Two of the world’s largest
consuming markets, China and In-
dia, are decisively slowing down.
Their currencies are weakening. Do-
mestic prices in both markets are
rising to unaffordable levels.

We saw in 2019 how enervated
physical demand growth was. There
was a clear demonstration of de-
mand destruction at higher price
levels. Price elasticity of demand
kicked in. 2020 is going to be no dif-
ferent. There is nothing to suggest
the Chinese or the Indian economy
is going to perform markedly better
in 2020.

In India, one can actually expect
even tougher policy controls on
gold, largely perceived as a demerit
good that drains vast sums in for-
eign exchange. The possibility of the
rupee weakening in the coming
months will add to the cost burden.
Physical demand is most unlikely to
trump investment demand in 2020,
and this will have price implication,

The writer is a policy commentator
and commodities market specialist.
Views are personal
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Coal Ministry to issue Notice Inviting Tender
for commercial mining auctions by March-end

Change in law needed to allow private
players sell coal in open market, say officials

TWESH MISHRA

New Delhi, January 6

The Ministry of Coal aims to
issue the Notice Inviting
Tender (NIT) documents be-
fore the end of the current
financial year to begin the
process of commercial coal
mining auctions.

In a bid to boost produc-
tion, the Centre decided to
allow private companies to
mine coal for commercial

use in February 2018. The
Centre had also planned to
begin auctioning coal mines
with no end use restrictions
by December 2019. But ac-
cording to officials in the
know, a change in law needs
to be effected to. allow
private players sell coal in
the open market. After this,
coal can be commercially
mined and sold in the coun-
try by all entities.

“This change would re-
quire an approval of the
Union Cabinet, followed by
an Ordinance or a Bill de-
pending on the urgency and
subject to the House being
in session,” a top Coal Min-
istry official said.

The earlier timeline to be-
gin offering blocks for 100
per cent commercial coal
mining was December 2019.

The bidding of coal mines
for commercial purposes
was also delayed as issues
such as base price for the
auctioning of mines is yet to

be finalised. Till now, coal
mines were auctioned with a
pre-specified end-use for the
coal to be mined. These auc-
tions are based on the price
per tonne of coal that the
bidders would offer to
States.

The base price for auctions
was defined based on the
Coal India notified price for
the particular grade of coal
that dominates the geology
of the mine on offer.

But industry watchers say
that the Coal India notified
price builds in the inefficien-

cies in production that the
public sector undertaking is
criticised for.

After an inadequate re-
sponse in bid rounds for
end-use linked mining, the
Centre decided to offer an
added incentive and the win-
ners have been allowed to
sell up to 25 per cent of the
total coal produced in the
open market. For mines be-
ing auctioned till now, it is
still mandatory to use at
least 75 per cent of the total
coal production for the spe-
cified end-use.

)
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Oil tops $70 on US-Iran standott

Gold, palladium also
zoom on war fears

REUTERS
London, January 6

Oil prices rose over1per cent on
Monday, pushing Brent above
$70 a barrel, as rhetoric from the
United States, Iran and Iraq
fanned tensions in West Asia
aftera US air strike killed a top Ir-
anian military commander.

Brent crude futures soared to
a high of $70.74 a barrel and was
at $69.38 at 1.50 GMT, up 78
cents, or more than 1 per cent,
from Friday's settlement.

The US West Texas Intermedi-
ate crude was at $63.64 a barrel,
up 59 cents, or 0.9 per cent, after
touching $64.72, the highest
since April.

The gains extended Friday's
more than 3 per cent surge after
a US air strike in Iraq killed Ira-
nian military commander
Qassem Soleimani on Friday,
heightening concerns about an
escalation in conflict in the Gulf
region and the possible impact
on oil supplies.

The region accounts
for nearly half of the
world's oil production,
while a fifth of the world’s
oil  shipments  pass
through the Strait of Hor-
muz.

Gold rally

Gold . prices

were near a

seven- A

year

high on e
Monday k \L

as escal- ’- ' -
ating

tensions

between the US and Iran attrac-
ted safe haven demand, while
palladium rose past a key
$2,000-level to hit a new record
peak.

Spot gold rose 1.6 per cent to
$1,575.70 per ounce as of 1320
GMT, putting it on course for its
biggest one-day jump in more
than four months. Earlier in the
session it hit $1,579.72, its highest
since April 2013.

US gold futures gained 1.7 per
cent to $1,578.20.

“Itis more of anti-
cipation of what
could happen or what might
happen (between the US and
Iran), which is now reflected in
the market. Basically the uncer-
tainty that we don't know what
is going to happen,” said Julius
Baer analyst Carsten Menke. “If
this issue is something which re-
mains in the political area, like
back and forth accusations and
threats, then we should not have
a lasting impact on gold.”

Bullion is often seen as an al-
ternative investment during

times of polit- |

ical and finan-

cial uncer-
tainty.  Gold
prices have

gained about 3
per cent since
the US killing of
the Iranian mil-

~ mander
that  has
heightened
fears of a wider Gulf conflict,
prompting investors to flee
from risky assets.

\

|

In currency markets the safe-

haven yen surged to a three-
month high against the US dol-
lar, making dollar denominated
gold cheaper for investors hold-
ing other currencies.

On Sunday US President Don-
ald Trump threatened to impose
sanctions on Iraqg, the second
largest producer among the Or-
ganization of the Petroleum Ex-
porting Countries (OPEC), if US
troops were forced to withdraw
from the country. Baghdad
earlier called on US and other
foreign troops to leave Iraq.

itary com- |
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Stalemate continues over renewal
of NMDC Donimalai mining lease

SURESH P IYEGAR

Mumbai, January 6

The stalemate over renewal of
the Donimalai mining lease in
favour of NMDC continues
even almost four months after
the Central government
amended the Mining and Min-
eral Development Act making
it mandatory for State govern-
ments to renew public sector
mining leases.

The Karnataka government
has taken the view that the new
amended mining Law will not
be applicable to NMDC, as its
lease to mine at Donimalai has
already been cancelled. The
State government has sought
the Centre’s opinion in this
matter, government sources
said.

In response to a BusinessLine
questionnaire, Baijendra Ku-
mar, Chairman-cum-Man-
aging Director, NMDC, said it
has not received any commu-
nication from Karnataka gov-
ernment with regard to the
Donimalai mine lease.

As far as NMDC is concerned,
the mine should not be put un-
der auction, and as such the
Mines Tribunal has stayed all
auction-related activities of the
Karnataka government, he
said. NMDC has been the lease-

NMDC has been the leaseholder
for Donimalai iron ore mine
since 1968

holder for Donimalai iron ore
mine since 1968. Last Novem-
ber, the Karnataka govern-
ment issued a letter for exten-
sion of the lease for 20 years on
the condition that the state-
owned company should pay a
premium of 80 per cent on the
sale value of the mineral, as de-
termined by the Indian Bureau
of Mines.

Premium demand

NMDC  challenged  the
premium demand in the
Karnataka High Court through
awrit petition. In July, the High
Court set aside the condition
for premium. Subsequently, in
August the Karnataka govern-
ment withdrew the approval
for extension of the lease, and
decided to auction the iron ore
mine as per the Mines and Min-
eral Regulation (Development)

Act. The company moved the

\ '« Union Ministry of Mines,"

which agreed to hear the case if
the Karnataka government
withdraws the plan to auction -
the mine, and stayed further
proceedings in the case.

In September, the Central
government amended the
MMRD Act to make it mandat-
ory for all State governments
to renew mining leases of pub-
lic sector companies for 20
years on the expiry of current
leases.

“We have been pursuing
with Karnataka and Central
governments in this matter. As

" per the decision of Mines
Tribunal and as per the Rule 3
(2) of Mineral (Mining by Gov-
ernment Companies) Rules,
2015 the lease should be exten-
ded in favour of NMDC,” he
said.

NMDC produces about 7 mil-

“lion tonnes from Donimalai
iron ore mine and the non-re-
newal will result in shortage of
supply of iron ore to the steel
manufacturers in Karnataka,
said Kumar.

The development comes ata
time when over 200 merchant
mines leases are expected to be
cancelled in March and put on
auction.
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