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Vedanta Plunges 12% o

Hindustan Zinc's deferral

of board meet, HC notice

hit investor sentiment

Our Bureau

Mumbai: Tuesday was rather edgy for
shareholders of mining and metals ma-
jor Vedanta, with the stock plunging up
to 12% in twin blows to great expecta-
tions, which had caused prices to surge
about a fourth in one month.

First, Vedanta’s listed operating
unit Hindustan Zinc deferred a bo-

ard meeting scheduled Tuesday for
considering an interim dividend,
which would have constituted major

‘cashflowsforthe parent. Second, the

Madras high court issued a notice to
Vedanta on remediation of contami-

copper smelter in Tuti-
corin.

Shares of Vedanta,
which climbed to a 52-we-
ek high of ¥341.250n Mon-

"N

day, closed at 2302.65, down 10%

Tobesure, mostanalystsremainbul-
lish on the Vedanta stock citing the
strong earnings outlook with commo-
dity prices expected tostay high inthe
near term.

nated sites within its:

n Bourses

In an exchange filing, Hindustan
Zinc said the board meeting schedu-
led on August 17, 2021, to consider inte-
rim dividend for the financial year
2021-22 has been deferred. “According-
ly, therecord date of August26,2021,as
intimated earlier, stands called off,”
the company said.

However, it did not give reasons for cal-
ling off the board meeting and did not
announce any fresh date.

Vedanta holdsabout65% inHindustan
Zine, and its shareholders will be loo-
Kking forward to its dividend, which is
being passed on as per Vedanta’s divi-
dend distribution policy. During FY21,
Hindustan Zinc paid nearly a Rs 5,850-
crore dividend to Vedanta.

—ﬁ
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COMMODITY CALL

Go short on
copper futures

MCX-Copper (per kg)
Return: 41.0%

800

725
650

515

Aug 17,2020 Aug 16, 2021

AKHIL NALLAMUTHU

BL Research Bureau

The continuous futures con-
tract of copper on the:Multi
Commodity Exchange (MCX),
which began the uptrend in
March 2020 from about
%336, rallied throughout the
year and notably, it extended
in 2021 as well. However,
after marking a high of
¥812.6 in the first week of
May, the contract stared to
move southwards. While it
bounced off the support at
%685, the contract was un-
able to move beyond the
hurdle of ¥780.

For the past three weeks,
the contract has been on a
descent and slipped below
the support of ¥740. If the
contract witnesses a daily
close below %717, the futures
can attract more sellers as it
would increase the possibil-
ity of the price touching
%700. Affirming the bearish
outlook, the price is below
both 21- and 50-day moving
averages and the relative
strength index (RSI) has
entered the bearish zone.

The above factors show
that copper futures is likely
to see further decline. But
since X717 is a considerable
support, one can initiate
fresh short positions with
stop-loss at ¥732 below X717.
Targets can be 700 and
685.
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‘Copper hits
2-monthlow on
' China growth

E——

concerns

REUTERS
London, August 18
Copper prices slumped to their
lowest in nearly two months on
Wednesday after recent weak
economic data reinforced de-
mand fears while a looming
central bankers conference fo-
cusesattention on interestrates.
Three-month copper on the
London Metal Exchange (LME)
fell for a third day, slipping by
0.9 per cent to $9,168.50 a tonne
in official trading and later ex-

- tending losses to $9,110, the low-

est price since June 21.

“We're seeing a breakdown in
the technicals, the growth out-
look from China is not support-
ive and the dollar is challenging
key resistance areas,” said Ole
Hansen, head of commodity
strategy at Saxo Bank in
Copenhagen.

The most-traded September
copper contract on the Shang-
hai Futures Exchange closed 1.5
per cent down at 68,720 yuan
($10,602.97)a tonne.

LME aluminium fell 11 per
cent to $2,571.50 a tonne. LME
nickel fell 0.9 per cent to $19,012;
zinc shed 07 per cent to
$2,994.50; lead lost 0.7 per cent
to $2,308 and tin was down one
per cent at $35,455.
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MAIN DRIVERS include rising demand, balance sheet repair improving
earnings and decarbonisation in China keeping prices firm, say analysts

Metals May Continue to Shine,
Correction a Good Time to Buy

Rajesh.Mascarenhas
@timesgroup.com

Mumbai: The correction in metal
stocks offers a good buying oppor-
tunity as the sector continues to
shine in the near term with fore-
casts of higher consumption de-
mand, balance sheet repair, and ri-
sing demand from electric vehi-
cles and renewable energy, say
analysts. Metals stocks have cor-
rected on an average of 5% in the
past week.

Significant structural changes in
the sector, such as decarbonisation
in China and the new shape of glo-
bal trade, will ensure that the com-
modity prices, currently in a tro-
ugh, are likely to settle higher. The
ongoing balance sheet repair by do-
mestic companies provides impro-
ved earnings profile and margin,
accordingtoanalysts.

While Vedanta, Jindal SAW, SAIL,
and Nalcodeclined between 5% and
8% inthelast week, many other me-
tal stocks corrected up to5%. Howe-
ver, Tata Steel gained over 5% du-
ringthis period.

“The ongoing balance sheet repa-
ir has been comprehensively igno-
red by the street so far,” said Amit
Dixit, analyst, Edelweiss Securiti-
es. “For the first time, we are wit-
nessing a scenario where despite
capex picking up FY22 onwards,
ferrous companies will be in much
better shape by FY25 due to enhan-
ced capacities but lower netdebt.”

The high margins over the last se-
veral quarters helped the compani-
es to deleverage their balance she-
efs. Metal stocks have had a sharp
rally since the beginning of the ye-
ar. The Nifty Metal index surged
68% compared to a 17% gain in the
benchmark Nifty50. Tata Steel ral-
lied 113% so far this year, while JSW
Steel, Vedanta, SAIL, Hindalco, Na-

Primed for More Gains >

LTP
)
1,500.45

Stock
Tata Steel

()

1-Week
Return (%)

% Chg from
52-W High

JSW Steel 73745 -1.56 -5.03
Vedanta 295.90 -8.80 -13.34
Hindalco Industries 426.95 -2.22 -9.93

SAIL 128.40 -4.71 -15.14

Jindal Steel & Power 408.00 -317 -18.68
National Aluminium Co 78.65 -4.49 -19.29
Shyam Metalics 411.90 133 -1068
Jindal Stainless 14805  -2.34 1208 '
Jindal SAW 120.95 -6.53 -18.08

Tata Metaliks 1,209.00 1.46 -12.01

* based on Bloomberg consensus estimates

e tional Aluminum,
Inindia, and Hindustan
analysts Copper surged bet-
expect steel ween 75% and 100 %
costorecover SinceJanuaryl.

post-festive The metals and
seasonon mining sector is
infrapush prone to low valua-
andrecovery tions due to inhe-
inautoand rent cyclicality in
engineering earnings. However,

analysts expect re-
ratings of the stocks with a change
in methodology given the structu-
ral shift in price trajectory.

On an enterprise value to opera-
ting profit or EV/Ebitda two-year
forward multiples, JSW Steel is tra-
ding above its historical average,
Tata Steelistradinginline,and Jin-
dal Steel and Power and SAIL are
trading below average.

The current trend in the sector is
likely to continue with China’srest-
riction and improved global de-
mand, said analysts.

“We expect the efforts from China
to impose restrictions on domestic

A

production will provide impetus to
sustain the current cycle,” said Vi-
nod Nair, head of research at Geojit
Financial Services. “The current
uptrend in the metal sector due to
pent-up demand post-reopening of
the economy.”

While steel demand in India has
declined during the second Covid
wave, the impact has been less than
last year. Analysts expect the mar-
ket to recover post-festive season
and grow by 10% in FY22 and 8% in
FY23, supported by a significant
push in infrastructure invest-
ments, offtake from the enginee-
ringand packaging segments, reco-
very in auto volumes, and to some
extent, revival in the building and
construction segment.

“From the perspective of share-
holders, this wave of expansion do-
es provide scope for a free cash re-
turn, and an increase in payout con-
sidering net debt is likely to drop
significantly below targeted le-
vels,” said Kirtan Mehta, analyst,
BOB Capital.
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Reforms will
increase the pace
of exploration

OURBUREAU

New Delhi, August 18

Private agencies will be able to
undertake mineral prospect-
ing operations in the country
with the Ministry of Mines ad-
opting a scheme developed by
the National Accreditation
Board for Education and Train-
ing of the Quality Council of In-
dia (QCI-NABET)..

The QCI-NABET will grant ac-
creditation to private explora-
tion agencies to undertake pro-
specting  operations  of
minerals in accordance with
the standards and procedures

A

QCI-NABET will grant accreditation to private exploration agencies

Private agencies allowed to undertake
mineral prospecting operations

to undertake prospecting operations of minerals VELANKANNI RA| 8

Interested private explora-
tion agencies shall be required
to obtain accreditation before
applying to the Ministry for ap-
proval, an official statement
said on Wednesday.

The details of the accredita-
tion scheme and its guidelines

website on Wednesday.

Amendmentto Act

The Mines and Minerals (Devel-
opment and Regulation)
(MMDR) Act, 1957, was recently
amended to empower the Cent-
ral government to notify entit-

to undertake
operations.

This, the statement said, is ex-
pected to increase the pace of
exploration in the country and
to bring advance technology in
the exploration of minerals. At
present, only government
agencies are involved in the ex-
ploration and the pace of ex-
ploration is limited by their ca-
pacity.

The reforms will increase the
pace of exploration, create new
employment opportunities in
the sector, and bring more ex-
plored blocks for auction. The
scheme will also help encour-
age new entrepreneurs in the
field of exploration and bring-
ing the latest technology and
expertise to the sector, the state-

prospecting

of the scheme.

were posted on the Ministry

ies, including private entities,

ment said.
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Copper and Iron Ore Tumble as
Growth Fears Roil Metals Markets

Bloomberg

Iron ore plunged and copper sank
toafour-month low as worries
over Chinese steel production,
global growth risks and the pro-
spect of reduced US stimulus
roiled metals markets.

This week’s drop for iron ore
accelerated, with futures slidingas
muchas12% to the lowest since
December in Singapore on expec-
tations that Chinese steel output
and consumption will weaken over
therest of the year, partly asautho-
rities curb pollution. Prices are
more than 40% below arecord high
reached just three months ago.

Metals markets have also been
pressured by worries that the Fede-
ral Reserve may soon start curbing
massive stimulus that helped drive
prices higher over the past year, as
well as risks from the fast-spreading
delta coronavirus variant. Weaker
data in the US and Chiria recently
added to unease that the global
economicrecovery is stalling.

Those concerns pushed copper
below $9,000 a ton on Thursday, and

tin tumbled asmuch as11% asall
base metals declined. Mining stocks
alsoslid, with BHP Group, Rio Tinto
Group, Glencore Plc and Antofagas-
ta Plcdown more than 3%. Oil
buckled too, retreating below $65a
barrel to the lowest since May.

“The recent slowdown in Chinese
macronumbers, the spreading of
Covid-19in China and now alsoan
even stronger dollar are all potential
risks that in the short term may
challenge the long-term bullish
outlook for copper,” said Ole Han-
sen, head of commodity strategy at
SaxoBank A/S.

Minutes released Wednesday

6

showed most Fed officials agreed
they could start slowing the pace of
bond purchases later this year given
the progress made toward inflation
and employment goals, boosting the
dollar and curbing the appeal of
commodities.

Copperfell 2.8% to $8,786.50 a ton
by 10:16 a.m. on the London Metal
Exchange. The material, considered
an economic bellwether, reached an
all-time high of over $10,700 in May:

IRON AND STEEL

China hasrepeatedly urged steel
millsto curb output to cut back on
pollution, with adrop in July’s

production signalling that measu-
resare starting to take effect. Some
major producers have already made
arrangements to reduce supply,
while mining giant BHP said that
the increasinglikelihood of stern
cuts this half is “testing the bullish
resolve of the futures markets.”

Ironore wasdown12% at $131.40a
ton in Singapore, while futures in
Dalian sank asmuchas7%. “Iron
oreremains the most China-centric
of all commodities, so when econo-
micactivity slows, the virus spreads
and supply lines are being dis-
rupted, iron ore will be in the firing
line,” Hansen said.

Iron ore’s slump has spilled over to
steel, with prices falling on expec-
tations Chinese demand will wane.

The country’s moves torein in the
property market and curb surging
prices saw home-prices grow at the
slowest pace in six months. “Steel
prices globally have started to cool
as we expected, and we hold on to
our view that there will be further
easingof prices for the remainder of
2021 and into 2022 as Chinese de-
mand from construction industry
weakens,” Fitch Solutions said.
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Hydrogen steel-making can cut
CO:zemissions: TERI study

Method will involve use -

of low or zero-carbon
hydrogen as a reducing
agent and to power
electric arc furnace

OUR BUREAU

Hyderabad, August 20

The Energy and Resources In-
stitute (TERI), in a new study,
suggests -measures to de-
couple the growth of the iron
and steel sector from rising
carbon emissions using
green hydrogen.

This comes within couple
of days of Prime Minister Nar-
endra Modi’s Independence
Day address, wherein he an-
nounced the launch of the
National Hydrogen Mission
to make India a global hub
for the production and ex-
port of green hydrogen.

The study, ‘Green Steel
through Hydrogen Direct Re-

duction: A study on the T
hydrogen in the Indian Iron
and Steel sector,’ is a joint ef-
fort by TERI, Primetals Tech-
nologies Austria GmbH, and
Siemens India, and provides a
techno-economic analysis of
the hydrogen direct reduc-
‘tion process.

.Expensive option

Hydrogen steel-making has
the potential to drastically re-
duce CO: emissions from
primary steel-making in In-
dia, making it one of the first-
major economies to industri-
alise without the need to
‘carbonise’.

Currently steel production
based on hydrogen is more
expensive than conventional
steel-making routes. The path

to cost-competitiveness fbi{
_hydrogen steel-making can

be accelerated by broader ac- -
tion around the production

1 of hydrogen, as well as sup-
le ﬂ /portive climate policy, the

study says.

Collaborative efforts
The study recommends pro-
active collaboration between
companies and government
for hydrogen steel-making.
“Like its global compatri-
ots, the steel industry in India
is facing the challenges of re-
ducing carbon emissions and
improving energy as well as
resource efficiency. Hydrogen
steel-making has the poten-
tial to drastically reduce car-
bon emissions from iron and
steel sector,” Vibha Dhawan,
Director General, TERI, said.
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[Fertiliser volume expected

to moderate in FY22: IGRA

NEW DELHI, Aug 21 (ANI)

PRIMARY fertiliser sales volume
during first four months of FY22
registered 11 per cent decline
compared to 4M FY21, mainly
due to the base effect as during
H1FY21 fertiliser sales witnessed
an upsurge owing to panic buy-
ingbyfarmers following COVID-
19 pandemic led lockdown.

Rating agency ICRA said the
overallrainfall which determines
the sowing pattern has so far
been normal in the current
south-west monsoon season
with ashortfall of only 2 per cent
inlinewith the prediction of IMD.

During June, the rainfall was
10 per cent above the long peri-
od average (LPA) while it was 7
per cent below LPA in July.

As for the distribution of rain-
fall, it has been rather uneven
across regions -- the southern
peninsula has witnessed higher
rainfall than LPA while the east
and the northeast has witnessed

a shortfall of 13 per cent.

Sabyasachi Majumdar, Senior
Vice President and Group Head
at ICRA, said panic buying by
farmersin light of Covid-19 pan-
demic lockdown had led to
record sales in the kharif season
of FY21 which petered off dur-
ing the rest of the year as inven-
tory de-stocking at farmer level
led to lower offtake in H2 FY21.

The overall kharif sowing this
year is down only 2 per cent as
of the week ending August 6,
posting a smart recovery after
being down 22 per cent by end
of June following the monsoon
rains. Moreover, reservoir
levels across regions remain
healthy which augurs well for
sowing during the upcoming
rabi season.

“While the overall fertiliser
salesvolume declinelooks steep
in the current kharif season, we
expect the sales volume for full
FY22 to be only marginally low-
er than FY21,” said Majumdar.
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Gold faces a strong barrier

Despite gold remaining above 347,000, the price action does not show signs of a recovery

AKHIL NALLAMUTHU
BL Research Bureau

The FOMC (Federal Open Market Com-
mittee) meeting minutes released on
Wednesday triggered some volatility
in bullion, as the report showed the
willingness of the Fed to begin taper-
ing this year. The US dollar (USD) re-
sponded with a sharp gain taking the
dollar index (DXY) to a nine-month
high of 93.59, weighing on bullion
prices. However, gold recouped its
losses towards the end of the week. Sil-
ver did not recover and remained
weak.

More than tapering, a rate hike
could have more impact on bullion as
treasuries, along with the safety
factor, provide interest income. Rising
rates can push investors to reallocate
funds at least partially from bullion to
treasury securities. But there is no
clear indication of when the Fed could
start its rate hike cycle, providing
some breathing room for precious
metals.

On a weekly basis, gold and silver
showed divergence ie. gold closed
flat for the week as it ended at $1,780.9
per ounce whereas silver lost 2.7 per
centas it closed at $23.01 per ounce on
Friday. Similar difference in perform-
ance can be seen in the domestic mar-
ket as well. The gold futures (October
expiry) gained nearly 0.5 per cent last
week as it closed at ¥47,158 (per 10
grams) but silver futures (December
series) lost 2.3 per cent as it ended the
week at ¥62,475 (per 1kg) on Friday.

MCX-Gold (¥47,158)
October futures of gold, which
opened on the front foot last week,

failed to establish a rally. Although it
crossed over the critical level of
%47,000 and made an intraweek high
of 47,850, the contract could not
hold on to its gains.

Blocking the bulls was the resist-
ance at 47,600, where the 50-day
moving average coincides. This is a
strong barrier against which bears
could attempt to gain back control. A
fall from 347,600 means the contract
would form a lower high. It has been
charting lower highs and lower lows
since the beginning of June, giving ita
bearish inclination. The relative
strength index (RSI) and the moving
average convergence divergence
(MACD) on the daily chart lies in the
negative zone.

Given prevailing conditions, the
contract is likely to decline from cur-

" rent levels. Despite the contract re-

maining above ¥47,000, the price ac-
tion does not show signs of a recovery

GETTY IMAGES/ISTOCKPHOTO

and a prolonged sideways movement
at current levels could attract fresh
sell signals, given that 47,600 is act-
ing as a substantial hurdle.

Thus, one can remain bearish until

.the price is below the 50-DMA and ini-

tiate fresh short positions with stop-
loss at ¥48,000. The futures could see
its price drop to 346,650 - its nearest
support. A break below this level can
resultin the contract retesting the low
0fX45,660. Resistances above 47,600
can be spotted at 48,000 and
48,500.

MCX-Silver (¥62,475)

Like gold futures, silver futures
(December series) began the session
on a positive note. However, after
marking a high of 64,625 on Tuesday,
the contract reversed and started to
drift lower. The decline continued
throughout the week, ending with a
loss of 2.3 per cent for the week. Silver

1

. continues to stay bearish and as long

as the price remains below the crucial
level of 65,000, the contract is likely
to be under the control of bears.

Affirming the weakness, the RSI and
the MACD on the daily as well as the
weekly chart are in the bearish territ-
ory and the price remain much below
both 21- and 50-DMAs. The average dir-
ectional index (ADX) too indicates
that bears possess more strength than
the bulls. Besides, the total outstand-
ing open interest (OI) of all active fu-
tures of silver on the MCX stood at
16,531 as on Friday compared to 14,538
contracts by the end of the preceding
week. An increase in OI with a fall in
price means building up of fresh
short positions.

Above factors clearly indicate high
likelihood of silver futures depreciat-
ing further. Thus, traders can sell the
contract with stop-loss at¥64,700.The
price will most probably fall to the
psychological level of ¥60,000. A
breach of this level can drag the con-
tract lower. If the contract rallies
above 65,000, the short-term trend
could turn bullish and touch ¥66,700.

Gold-Silver ratio

Gold-silver ratio, at around 76, has
been moving upwards from the key
base of 65 - the lowest since 2014. This
means, there is more room on the up-
side which places gold at an advant-
age over the silver, at least in the near-
term. To gain from this, one can con-
sider going long in gold futures and
simultaneously shorting silver fu-
tures. But this ratio is only an indica-
tion and cannot be considered as a
sole factor in concluding that the gold
can outperform silver.
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ArcelorMittal Nippon Steel
India (AM/NS) will invest X1-
lakh crore in Gujarat for ca-
pacity expansion of its exist-
ing steel plant and in the re-
newable energy space.

A Gujarat. Government
statement said that Ar-
celorMittal chief Lakshmi N
Mittal and AM/NS CEO Dilip
Oommen met Gujarat Chief
Minister Vijay Rupani in

committed the fresh invest-
ments.

The statement added that
the group will investan addi-
tional 50,000 crore for the
expansion of the Hazira
plant and 50,000 crore for
hydrogen gas and renewable
energy projects.

“During the meeting with
the Chief Minister, Ar-
celorMittal Chairman LN
Mittal expressed his commit-
ment to invest a total of X1-
lakh crore in Gujarat in the
coming days,” said a State
government statement. “Re-
sponding positively, the
Chief Minister assured the

Gandhinagar on Friday and

ArcelorMittal Nippon Steel to

invest X1-lakh crore in Gujarat
To expand Hazira plant, look at RE space

Lakshmi Mittal

necessary help from the
state government and wel-
comed him for this invest-
ment,” the statement added.

LN Mittal had met Rupani
last year in July and had an-
nounced his commitment to
invest 20,000 crore to fur-
ther enhance the group’s ca-
pacity at Hazira.

ArcelorMittal and Nippon
Steel, through their joint en-
tity - ArcelorMittal Nippon
Steel India (AMNS) - had ac-
quired the bankrupt Essar
Steel India Ltd (ESIL)'s steel
facility at Hazira by paying
%50,000 crore in December
2019, after a long-drawn
legal battle at the National
Company Law Tribunal
(NCLT).

The case ended with a Su-

* preme Court order in favour

of the global steel giant.
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SPECIAL CORRESPONDENT
MUMBAI

Hindalco Industries Ltd. has
earmarked about $2.5-$3 bil-
lion for capital expenditure
to bolster growth over the
next five years, chairman
Kumar Mangalam Birla said
while addressing sharehol-
ders online at the company’s
AGM on Monday.

He said the capex in subsi-
diary Novelis would be in-
vested mainly in the auto-
finishing line expansions in
the U.S. and China and in
rolling and recycling capaci-
ty expansions in Brazil.

“In India, we are on track
to implement organic
growth projects entailing
capital outlay of over $1 bil-
lion towards Utkal Alumina
expansion, various alumini-
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Hindalco plans capex of
up to $3 billion over 5 years

Investments in U.S,, China, Brazil; India to spur growth: Birla !

Kumar Mangalam Birla

um and copper downstream
expansions, and specialty
alumina projects. These in-
vestments will advance our
strategy of building a more
predictable and resilient bu-
siness model,” he added.

He said the company
started FY22 at a strong
pace, despite the impact of

- clical upswing, conducive

the second wave. “We conti-
nue to see strong demand
across all our business seg-
ments, plants running at ca-
pacity, and improving mar-
gins, supported by better
macros and operating effi-
ciencies,” he said.

‘Gathering pace’
Mr. Birla said economic indi-
cators showed the Indian
economy was ‘rapidly’ nor-
malising towards pre-pan-
demic activity levels.

“The three factors of cy-

policy impulses and an im-
proving global backdrop are
likely to align themselves to
position India for a virtuous
cycle of growth and invest-
ments in the medium term,”
Mr. Birla said.
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Coal India, Power Units Tussle
Over Coal Shortage in Country

UNPRECEDENTED SITUATION About 75,097-MW power plants

Fast Depleting Stocks

Among CEA

75,097-MW

power plants operating
with coal stock of under |

monitored
plants, 57 have
lessthana

Sarita.Singh@timesgroup.com

7 days: CEAdata week's coal .

stock
e B EE
48 plants of
64,687-MW
capacity are
operating with
four days of
stock

New Delhi: Nearly a third of the country’s in-
stalled coal-fired plants are reeling under fuel
shortage, sparking a blame game between po-

wer producers and state-run miner Coal India. .

An unprecedented 75,097-MW power
plants are operating with coal stock of less
than seven days, shows data available with
the Central Electricity Authority (CEA).
The country has installed coal-based gene-
ration of 209 GW, of which167 GW ismonito-
red by the CEA. Among the monitored
plants, 57 have less than a week's coal stock,
while 48 plants of 64,687-MW capacity are
operating with four days of stock, showed
the CEA’s latest coal stock report. On Au-
gust 18 last year, 16,670-MW plants had criti-
cal coal stock, while on the same day in 2019,

are operating with coal stock of less than 7 days: CEA data

two coal plants were critical.

Even as private power companies have
complained of critical coal stocks, Coal India
has denied allegations of coal shortage and
said power companies including NTPC have
not been maintaining coal stocks. It said, tho-
ugh, that supplies from its Ranchi-based sub-
sidiary South Eastern Coalfields Ltd have
(SECL)been hit due to heavy rains.

Coal India has also for the first time regula-
ted coal supply to four state power generation
companies that have defaulted on payments.

Power secretary Alok Kumar said the situa-
tion is being monitored on a day-to-day basis
and that there is “noneed to panic”. “Itisan is-
sue which is being monitored and there has be-
en no loss of generation so far. We are in touch
with the coal ministry on a day-to-day basis,”
he said, adding coal supply has been satisfacto-
ry thisyear.
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MAULIK MADHU

R:smg metal prices and gross refining
margins, and inventory gains boosted
the profitability of commodity
companies in the June 2021 quarter
(Q1 FY22). On the other hand, rising
input prices hurt the gross margins in
many sectors. Cement and chemicals
were exceptions as higher costs were
passed on. Impacted by weak
demand, increasing input prices and
reversal of the earlier cost
rationalisation, domestic
consumption sector turned out to be
among the worst affected.

margins across sectors

228

178

Rising input prices weigh on gross

June quarter vs March quarter change (basis points)

Cement

Chemicals

Export auto

Domestic auto

Consumer

discretionary

Pharma

FMCG

Revenue and profit growth
driven by commodities

June 2021 quarter: year-on-year growth (%)

m All* Al (excluding energy and
metal and mining companies)

Revenue 53 #stocks covered by

Edelweiss

EBITDA

24

Sharp contraction in EBITDA margins
for domestic consumption
June quarter vs March quarter change (basis points)

== REVENue y-0-y growth (%)

June
2011

Commodities shine, domestic consumption falters i inQ

Sharp bounce in revenue, EBITDA for metal compaﬁies

* == EBITDA y-0-y growth (%)

EBITDA growth outpaces
revenue growth

-40
June
2021

June
2019

Juhe
2017

June
2015

June
2013

Stocks with maximum upgrades/downgrades
in FY23 EPS post June 2021 results

Source: Edelweiss Q1Y22 Earnings Review

Note: EBITDA is earnings before interest, taxes, depreciation and amortization
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Gold smuggling pegged
at 300 tonnes annually

‘Government
losing 320,000 cr
in revenues’

OURBUREAU

Mumbai, August 24

The Indian Gold Policy Centre
has estimated gold smug-
gling into the country at 300
tonnes perannum, leading to
a revenue loss of ¥20,000
crore as high import duty has
led to high unofficial gold
trade.

The flourishing unofficial
gold trade has casta cloud on
the government effort to or-
ganise bullion and jewellery
trade, said the IGPC, a centre
of excellence at the Indian In-
stitute of Management-
Ahmedabad, sponsored by
World Gold Council. 3

Traditionally, lower duty
leads to higher revenue
collection. This fiscal,
the Centre re-
duced the Cus-
toms duty to 7.5
per cent from
12.50 per cent in
the Budget, but
it levied an addi-
tional 2.5 per cent
Agriculture Infra-
structure Development Cess
and 10 per cent Social Welfare
Surcharge on the customs
duty.

This resulted in the duty be-
ing reduced by only two per-
centage points including GST
compared with 16 per cent be-
fore the Budget.

Bullion bank

Calling for a dedicated Bul-
lion Bank to conduct trans-
parent transactions even at
the retail level, IGPC said the
government should create
market infrastructure institu-

-

tions and facilitate their sus-
tained growth through policy
measures.

The International Financial
Services Centres Authorityisa
great start but it can succeed
only if there is an infrastruc-
ture of bullion banking in the
country.

The hesitation to allow

banks get into the bullion
banking and make that as an
important business unit of a
bank was visible in the
amended GMS (gold monet-
ising scheme) released by RBI
in April.
* Central banks have to be
risk-averse but that doesn’t
mean an approach with a cal-
culated risk with downside
floor levels built into the
design should be ignored.

There should be a starting
point towards creation of bul-
lion banks in the country,

an ideal approach
would betoallowa
few select banks
be licensed as
bullion banks
based on their
risk  manage-
ment, compli-
ance processes and
size of the balance
sheet, it said.

Way forward

Thereisan urgent necessity to
create policy measures that
incentivise honest businesses
especially when they have
complied with all the require-
ments to integrate them-
selves into the formal
markets.

Both the government and
theindustry have akeyrolein
building a trust-based eco-
system that can help the In-
dian gold industryachieve its
full potential, said the report.
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Tron Ore Spikes with Commodities Set for Demand Revival |

Rebound comes aher losing quarter of its value in the past month on China’s push to curbsteel production

nmmt«mmmsmm
Tre as concerns o economic

stamping out its Covid-19 outbreak
bolstered the outlook for commodi-

tiesﬂ'omeoppertooil.

- Ironore’srevival came after it lost
aboutaquarterofusvalueinthe
pastmonth, as China’spushto curb
steel production hammered de-

- mand. But steel and other industri-
- al commodities have rebounded

this week, after China's countof da-

ily Covid cases fell back to zero and

central bankers vowed to step up
support for the real economy. Co-
king coal in China hit a record on
Tuesday, while copper has also re-

covered amid signs that Chinese .

consumersare onabuyingspree.
“Iron ore just cannot be the only

one lagging while everything else
insteelspace ismassively bid,” Xia-
oyu Zhu, a metals trader at StoneX
Financial Inc., said by email. “After
the price spike in coal products in
the last two days, it's hard for iron

oremstwquht.”

Still, market watchers are poin-
ting to more volatility to come
amid a complex policy backdrop
in China, as well as an uneven glo-
balrecovery.

BUSINESS LINE
DATE 28/8/2021 P.N9

In China, for
it “people are hoplns r

cturing
king bleak,” said Erik Hedborg,
principalanalystat CRUGroup. “In
the rest of the world, we are seeing
steel production stabilizing at le-
vels below pre-pandemic levels.

Imnorelnsmgapomclasedu% X

higher at $148.10, and was little
changed at the start of the over-.
night session.

Futures in Dalian closed 8% hig-
her. Rebar and hot-rolled coil clim-
bed over 2.5% in Shanghai.

NMDC to assist
NINL mineiron
ore in Odisha

OUR BUREAU

Hyderabad, August 27

State-owned iron ore major,
NMDC, will provide technical
and financial assistance to
Neelachal Ispat Nigam Ltd
(NINL) to resume mining op-
erations in Odisha.

NINL iron ore mines at
Mithirda mine block re-
sumed operations today in
the presence of Sumit Deb,
CMD, NMDC and RK Jha, MD,
NINL.

Under the aegis of the Min-
istry of Steel, Ministry of
Commerce and DIPAM, NINL
approached NMDC for sup-
port.

NMDC signed a MoU to ex-
tend assistance to NINL.

NINL, a Joint Venture Com-
pany of MMTC, IPICOL, OMC,
NMDC and others has set up
a 1.1 million tonne a year In-
tegrated Steel Plant at Dubri,
Jajpur in Odisha. The com-
pany acquired the mining
lease for captive production
of iron ore in January 2017.
NINL received permission for
merchant sale of iron ore for
one million tonnes per year
for two years to augment the
iron ore production in the
State and meet the expenses
of the company.

Sumit Deb said, “Iron ore
mining by NINL will not only
ease ore scarcity in the State
but will go a long way in
eliminating the financial

. constraints faced by NINL.

NMDC extends full support
to the NINL in their new
endeavour.”
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Outlook for gold remains weak

While gold gained 0.8 per cent last week, pro

AKHIL NALLAMUTHU
BL Research Bureau

Lockdown restrictions being gradu-
ally lifted seem to be helping gold,
which is reflected in the India’s im-
port data. According to World Gold
Council (WGC), Indian official imports
rebounded in July as States eased lock-
down restrictions. Imports totalled
72.3 tonnes in July 2021, which is more
than double the 29.7 tonnes imported
in June 2020. It more than tripled
compared to 15.8 tonnes imported in
June 2021. The Council expects im-
ports to be better in August 2021 as
well. The correction in price during
the month is expected to result in in-
creased retail demand in India.

The Reserve Bank of India (RBI) pur-
chased an additional 5.6 tonnes of
gold in July after adding 9.4 tonnes
during the previous month, thus tak-
ing the total gold holdings of the cent-
ral bank to 711.2 tonnes i.e., 6.7 per cent
of the total reserves. WGC predicts
that the central bank is likely to buy
gold at the same or higher levels than
in 2020, creating tailwinds for the yel-
low metal. While fundamentals seem
to be improving, trading signals in
bullion are not very encouraging.

Last week, gold ended the week
with 2 per cent gain at $1,816.7 per
ounce and futures (October series) on
the Multi Commodity Exchange
(MCX) closed at ¥47,538 (per 10 grams)
gained 0.8 per cent. On the other
hand, silver ended with a gain of 43
per cent by wrapping up the week at
$24 per ounce; the December futures
of silver on the MCX gained 2.5 per
cent as it closed at ¥64,063 (per 1 Kg)
on Friday.

o

T3

MCX-Gold (¥47,538)

Extending the sideways trend from
the week before, the October futures
of gold was trading flat last week too.
The horizontal price pattern shows
that the contract is being held within
47,000 and ¥47,600. Unless either of
these levels are breached, the direc-
tion of the short-term trend will be
unclear.

However, price action on the daily
chart shows that the futures has been
bearish since early June as it contin-
ues to form lower lows and lower
highs. Also, the recent price move-
ment shows that ¥47,600 has been
resisting the bulls strongly. That
means, the trend may be inclined to-
wards a downward swing so long as
the price lies below resistance at
X47,600. The contract price also lies
below the 50-day moving average
(DMA), a bearish signal.

In addition, the relative strength in-
dex (RSI) and the moving average con-
vergence divergence (MACD) indicat-

longed consolidation at current levels is not good

ors on the daily and weekly charts lies
in the negative zone. Given that gold
futures has been weak for nearly three
months, prolonged consolidation at
current levels will increase the likeli-
hood of bears gaining back control
thereby dragging down the price.
Taking the above factors into ac-
count and that the price point of
47,000 is a support, traders can initi-
ate fresh short positions of the con-
tract if it decisively breaks below this
support; in this case, stop-loss can be
placed at ¥47,800. The immediate
support below ¥47,000 can be seen at
46,650 and breach of this level can
result in the contract retesting the
prior low of ¥45,660. Hurdles above
347,600 are at 48,000 and %48,500.

MCX-Silver (¥64,063)

Similar to gold futures, silver futures
(December series) has also been chart-
ing a sideways trend for the past
couple of weeks i.e., it has been mov-
ing across the price band of ¥62,000

and %64,700. While the near-term
trend is uncertain, the medium-term
trend is bearish, and it will stay so un-
til the price remains below ¥70,000.
The 21-DMA currently coincides with
the upper end of the range ie,
64,700, making it a considerable
er.

Looking at the price action since
July, the contract has been consist-
ently stopped by the 21-DMA, mean-
ing, sellers have been using this level
to create fresh short positions result-
ing in a dip in price. The RSI on the
daily and weekly charts continues to
hintat bearish bias and the daily aver-
age directional index (ADX) shows
that the downtrend possesses consid-
erable momentum. However, the
MACD on the daily chart is now show-
ing some signs of recovery and the
drop in the number of outstanding
open interests (OI) of all active con-
tracts over the past week (to 10,657
contracts from 16,531 contract by the
end of previous week) hints that the
bears are losing strength. Yet, the re-
covery cannot be sustainable at least
until the contract surpasses resist-
ance at¥64,700.

The above factors might call for go-
ing short on silver futures. But parti-
cipants are recommended to wait for
the breach of the support at 62,000
ie, sell the December silver futures
below ¥62,000 and maintain stop-
loss at ¥64,000. If the contract slips
below ¥62,000 it will most probab)
touch the psychological level
%60,000 in the near-term. Support ¢
low 60,000 is at ¥58,000. If the &
tures rally beyond ¥64,700, it ca' |
tentially rise to 66,800 - thenr ¢¢

i by
resistance. -
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CONTINUE TO SHINE

Base metals have been soaring since the outbreak of the Covid-19 pandemic.
Chinese demand, supply constraints and stimulus measures by major economies
have pushed up metal prices. Here are insights from Akhil Nallamuthu
on the rally and where it is headed

CONTINUB ON PAGE 17
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