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OURBUREAU
Mumbai, Nevember 30
The government’s decision to
not sign the Regional Compre-
hensive Economic Partnership
(RCEP) agreement comes as a
major relief for the steel sector.
In the recent past, the Indian
steel market has been flooded
with cheap imports from RCEP
members such as China, South
Korea, Japan and Vietnam. Any
multilateral = free-trade agree-
ments, including one with
China, would pose a major
threat for domestic producers.
Indian producers can effect-
ively seek benefits of such part-
nerships only if adequate safe-
guard mechanisms are in place,
said an India Ratings report.
India already has trade agree-
ments in place with the ASEAN
countries, Japan and South

Korea, which could be lever-
aged for relevance in the Asian
steel market through negoti-
ation and collaboration.
Moreover, Indian steel produ-
cers have low reliance on ex-
ports, and opting out should
not materially impact long-
term investments and export
plans under the National Steel
Policy, 2017. Significant capacity
expansion plans in India are
largely based upon a healthy
medium-to-long term demand
outlook. India Ratings
long-term domestic steel de-
mand growth to remain robust
at 7 per cent, supported by
healthy economic growth and
gross fixed capital formation.

Chinasteel capacity
Allowing China to tap the In-
dian market duty-free could be

The report from Indna Ratlngs '
also called for adequate
safeguards for domestic firms

perilous, as its large capacity
can create a huge imbalance in
domestic demand-supply dy-
Namics.

China’s total steel capacity
and domestic steel consump-
tion is about 10 times that of In-
dia, and about half of the total
world. Hence, any minor de-
mand or supply fluctuations in
China could result in serious
implications for the global steel
dynamics.

Additionally, China’s stimu-
lus measures including export

Centre’s decision to drop out of
RCEP will benefit steel firms

‘FTAs, including one with China, will pose
a major threat for domestic producers’

incentives to its steel industry
further pose risk of China
dumping steel globally. With In-
dia being the largest steel mar-
ket after China, it becomes an
important destination for the
latter to dump its oversupply.

Compared to China, India’s
overall cost of steel deliveries is
estimated to be higher by about
$40 a tonne due to the cost dis-
advantages of about $90 a
tonne such as inferior logistics
and infrastructure, higher roy-
alty and tax burden on mining,
expensive power and cost of
capital.

India also has high reliance
onimported coking coal,which
poses raw material availability
and price risks, constraining In-
dia’s steel sector competitive-
ness.

However, India has a cost ad-
vantage of about $50 a tonne,
mainly in the form of the coun-
try’s cheap iron ore and labour
availability.
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Steelprleesgainks%ﬂﬂwtonneunlast%to%davs

B Business Bureau

AS THE markets are on the path
of recovery from the COVID-
inflicted losses, prices of some
of the commodities are showing
an upward trend. Steel is one
such commodity which has reg-
istereda considerable hikeinthe
past 20 to 25 days.

Prices of 8 mm steel bars that
were at Rs 38,500 per tonne
(excluding 18 per cent GST)
before Diwali have jumped to Rs
40,500 per tonne on Tuesday.

Similarly, the cost of 10 mm to -

25 mm bars went up from Rs
37,500 (excluding 18 per cent
GST) to Rs 39,500 per tonne over
the same period.
Moreover, the
observers are expecting the
pricesto further climb upincom-
ing days as construction activi-
ties are gaining momentum.
Market experts attribute the
rise in prices to various reasons
ranging fromincreased demand
forsteelin the domestic markets
to international parameters.
Senior Vice-President of Steel
and Hardware Chamber of

market’

R
¥ mmumntum

TMT BARS | PRICE / TONNE ON TUESDAY

8 mm Rs 40,500 + 18% GST*
10/12 mm Rs 39,500 + 18% GST
16/20/25 mm|  Rs 39,500 + 18% 6ST

Vidarbha Rajesh Sarda said that
thereis demand and supply mis-
match of steel in the interna-
tional market. “The prices are

flying high in the international

_ markets as Chinais buying huge

quantities of iron ore which has
eventually created a shortage of

raw material for steel manufac-
turets,” he clarified.

He said that most of the steel
manufacturers of the region are

buying raw material at a higher

level as compared to prices pre-
vailing 15 to 20 days back.
Sarda urged the Government
to take steps to control
prices hinting at initiating
measures to bring down prices
of iron ore. “The policy makers
should restrict - export = of
iron ore so that the
domestic markets could get
enough of it. I hope this
step will bridge the gap between
demand and supply of the raw

material and steel prices will’

come down,” he felt.

Recently when, the
Governments lifted lockdown
imposed due to novel coron-
avirus, construction activities
including work on mega proj-
ects have resumed.

Apart from this, builders and
developers and others have also

‘started work on their respective

sites after a long gap. This has
generated good demand forsteel
products and other material.
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NMDGC’s iron
ore output
falls 4.81 pc
to 17.98 MT

NEW DELHI, Dec 1 (PTI)

NMDC on Tuesday reported a
4.81 per cent fall in iron ore pro-
duction at 17.98 million tonnes
(MT) during Apl'll -November
period of the ongoing fiscal. The
company had produced 18.89
MT iron ore duringthe same peri-
od of financial year 2019-20,
NMDC said in a BSE filing. Iron
“ore sales fell to 18.73 MT during
the period as against 19.99 MT
in April-November of preceding
financial year.

However, iron ore production
rose to 3.32 MT in November
from 2.94 MT in the same month
a year ago.

The company’s sales also
increased to 3.30 MT in
November from 2.79 MT a year
ago-periody s\ i i sl

Thoothukudi copper
plant: No immediate
SC relief for Vedanta

EXPRESS NEWS SERVICE
NEW DELHI, DECEMBER 2

THE SUPREME Court on
Wednesday declined to grantany
immediate interim relief to
Vedanta Ltd to run its copper
smelter plant in Tamil Nadu’s
Thoothukudi and said it will hear
in detail its plea challenging the
state government’s decision to
close the plant over allegations of
environmental pollution.

A three-judge Bench headed
by Justice RF Nariman posted the
company’s appeal, which chal-
lenged the Madras High Court
verdict upholding the Tamil
Nadu government’s decision, for
hearing in January 2021.

The State Pollution Control
Board had, in April 2018, refused

torenew the Consent to Operate
certificate for the plants on the
grounds that it had failed to ad-
here to norms. Subsequently,
protests against the plant led to
police firing in which 13 people
were Killed. Following this, the
state government ordered the
permanent closure of the plant.

In December 2018, the
National Green Tribunal (NGT)
allowed the reopening of the
plant, but this was set aside by
the Supreme Court, which said
the NGT did not have the jurisdic-
tion, more so when an appeal
was pending before the appellate
authority. The Madras High Court
had on August 18, 2020 dis-
missed the company’s plea seek-
ing permission to reopen the
plant which was closed follow-
ing protests over pollution.

THE HITAVADA DATE : 3/12/2020 P.N.

NEW DELHI, Dec 2 (PTI)

UNION Minister Pralhad Joshion
Wednesday said, the Centre is
contemplating stringent provi-
sioninthe MiningActso thatnon-
serious players are terminated
and barred from the auction of
mines in the future. While
addressing the 15th edition of
Global Mining Summit and
International ~ Mining &
Machinery Exhibition, coal and
mines minister Joshi said that
recently Odisha has completed
the successful auction of large
number of iron ore mines.
However, some of the suc-
cessfulbiddersaretryingto evade
the process ofauctions by delay-
ingthe production, heinformed.
“Such cases will be dealt seri-
ously, and in coordination with
the state government, we are

contemplat-
ing to bring
stringent
provision in
the Act so
that non-
serious
| players are

: | terminated
and barred from future auctions,”
the minister said. He said that
March was a significant month
duringwhichleases oflarge num-
ber of working mines expired
and they had to be auctioned
immediately.

The Governmenttookaproac-
tive and biggest industry friend-
ly step of transferring all statu-
tory clearances to thenewlessees
by promulgating an ordinance.
This was a major step to ensure
seamless production of raw
materials and the results of this

Govt examining stringent provision
in Mining Act, says Pralhad Joshi

parncular reform have been
encouraging, he added.

The Centre, he said, is coming
up withmanystructural reforms
in the mining sector to realise its
true potential.

“The proposed structural
changesin the miningsectoraim
to increase participation of the
private sector in mineral explo-
ration, redefine the norms of
exploration for auction of min-
eral blocks to ensure a seamless
transition from exploration to
production. They will also rede-
fine the standard of exploration
required forauctioningofblocks
for prospecting licence-cum
mining lease and open acreage
licensing policy for allocation of
mining rights which will give a
major boost to the production
of minerals in the country,” the
minister said.
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Steel Makers Raise Prices
Again as Demand Improves

Bhavya.Dilipkumar
@timesgroup.com

Mumbai: Indian steel mills hi-

ked prices on December1amida

sharp increase in prices of iron
ore, a key raw material, and im-
proved domestic demand. Hot-
rolled coil prices are at a two-ye-
ar high and some analystsexpect
further price increases this
month.

JSW Steel and Jindal Steel & Po-
wer increased prices by %2,500-
Z2,700 per tonne and ArcelorMit-
tal Nippon Steel raised prices by
%2,500-%2,750 per tonne, accor-
dingto industry officials.

“International prices are up,
domestic demand has improved
since Q2 after it nosedived in Q1,
andironorepricesarerisingdue
to supply shortage,” said Jayan-
ta Roy, a senior vice president at
ICRA.

According to analysts, domes-
tic hot-rolled coil prices are quo-
ting ata two-year high of z47,000-
Z47,500 per tonne. Rebars areata

similar level. Prices of wire rod.

are 48,000 to 49,000 per tonne,
whereas special steels are up to
%49,000 per tonne.

“Steel prices continue their up-
trend with current prices higher

by 20% than Q2FY21 and another
4% (or %2,000/tonne) hike expec-
ted in December 2020, all led by
stronger regional prices,” Su-
mangal Nevatia, an analyst at
Kotak Institutional, said in a re-
porton Wednesday.

Earnings before interest, taxes,
depreciation and amortisation
for steel companies are expected
torise by 8-12% for FY21and 2-4%
for FY22, Nevatia added.

“We have also increased prices
‘along with other steel players.
Today our HRC price is around
'%47,500-%47,650 per tonne in
: Chennai, Mumbai and Delhi. We
are in-par with the international

prices and with iron ore prices
inching up, we are forced to hike
prices,” Jindal Steel & Power ma-
naging director VR Sharma told
ET.

Steel prices touched a record
%60,000 per tonne in 2008. In No-
vember, prices were raised by
about 2,000 per tonne.

According to analysts, steel pri-

_ces have gone up by about 25,000

per tonne in the past three
months. Internationally, prices
have gone up in the US by 42%, in
the EU by 25%, Japan and South
Korea by 10-11% and China by
5%.

Steel prices have risen due to a
shortage of ironore.

“Odisha iron ore miners have
increased prices by more than
100% in the last three months
and it is at 76,450 per tonne,” said
Amit Dixit, aresearch analyst at
Edelweiss Institutional Equiti-
es. NMDC has also hiked prices,
following the Odisha miners,
Dixitadded.

State-owned iron ore producer
NMDC is considering another
price increase this month, offici-
alssaid. ;

New iron ore miners are yet to
ramp up production and that’s
led toasupply shortage, analysts
said.
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SURESH P IVENGAR

Mumbai, December 2

Steel companies have hiked
prices by 2,500 t0¥2,700 a
tonne of both flat and long
products for December on
the back of rising iron ore
prices and strong demand
for steel.

With the recent hike, the
hot rolled coil prices ex-
Mumbai have hit a record
high of 47,000 a tonne, in
line with a firm price trend
in the international mar-
ket. Despite the hike this
month, steel prices are still
at a 5 per cent discount to
the landed cost of imports.
This leaves more room for
steel companies to raise
prices further with increas-

ing demand from auto-
mobile and white goods
companies.

The demand from real es-
tate sector has also started
looking up following the
government announcing a
special package for real es-
tate companies.

Demand for steel has
been holding strong ever
since the government an-

nounced stimulus package

and performance-linked in-
centive of ¥2-lakh crore
across 10 sectors spread
over five years to create an
ecosystem that will add
X20-lakh crore worth of
manufacturing facilities
and three crore well-paying
jobs.

On November 4, the price of iron lump was hiked to 33,600
a tonne from ¥3,450 a tonne in October

The government is also
identifying various other
sectors which need policy
intervention, such as de-
regulation, hand-holding
and other forms of support
and incentives, especially
the areas where India has
potential, capability and
competitive advantage to

manufacture for the world.
State-run mineral producer
NMDC hiked the prices of
iron ore twice last month
on buoyant demand.

In the first round of hikes
on November 4, the price of
iron lump was hiked to
%3,600 a tonne from 3,450
a tonne logged in O¢tober,

Steel firms hike prlces by 2,700 a tonne ’

Prices of the metal are still at a 5%
discount to the landed cost of imports

while that of fines was in-
creased to ¥3,310 a tonne
from %3,160.

Second round of hikes
Consequently, for the
second time on November
17, the price of lump ore was |
increased by about ¥400 a
tonne and that of fines by
%300 a tonne due to supply
constraints. It is expected
to go up further this
month.

Meanwhile, import
prices of coking coal
plunged to a 52-month low
by mid-November, declin-
ing 27 per cent since early
October 2020 in anticipa-
tion of oversupply in the
global market in the me-
dium term with the repor-
ted verbal notice of a ban
on Australian coal imports
by China.
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COMMODITY CALL

' MCX-Aluminium
' can make fresh gains

MCX-Aluminium P
160
150
--140

130

12
Dec 02, 2019 dec 01, 2020

AKHILNALLAMUTHU

BLResearch Bureau

The December futures contract
| of Aluminium on MCX estab-
| lishedapuptrend in early Octo-
! ber as it began to rally from
| about 142. Nonetheless, the
| contract began to consolidate
’ in November-end where it was
, ﬂuctuating between %162 and
[ X165 : 7 2

( However, on Monday, the
|

contract broke out of the
range, indicating that the
uptrend has gained steam. Sub-
stantiating the bullish outlook,
the daily relative strength in-
dex is showing a fresh uptick
following the latest breakout.
However, one need to be cau-
tious as the indicator is ap-
proaching the over-bought ter-
ritory even though there are no
signs of a trend reversal. The
moving average convergence
divergence indicator on the
daily chart remains in the pos-
itive territory. The price is well
above the 21day moving
average.

Considering the current
chart set-up, the contract can
be expected to advance to-
wards X170 in the near-term. A
breakout of this level can po-
tentially take the price to Z175.
In case of the contract under-
goes correction, X165 can be the
nearest support. Subsequent
support is at X162. Notably, a
breach of this level can turn the
short-term outlook negative.

THE TIMES OF INDIA
DATE : 4/12/2020 P.N.3

Marki-Mangli block |
allottee accused of
illegal ore export

Shishir.Arya@timesgroup.com

Nagpur: Odisha’s Yazdani
International that has bag-
ged the controversial and en-
vironmentally sensitive Mar-
ki-Mangli coal block in Yavat-
mal is embroiled in other mi-
ningrelated cases too.

Thecoalblockliesinthe
middle of a forest and is
part of the tiger corridor.
Environment activists ha-
ve raised concern over mi-
ninginthearea.

Report submitted by a
special investigation team
(SIT)in Karnatakasaysthe
company was involved inil-
legal export of iron ore.
The company has been
charged with violating Mi-
nes and Minerals Develop-
ment and Regulation
(MMDR) Act, apart from
other violations.

A charge sheet has been
filed and the case is being
heard before a special jud-
ge in Karnataka. The com-
pany had filed a writ peti-
tion before the Karnataka
high court seeking that the
charge sheet be quashed.
The plea has been dismis-
sed over a week ago. This
means, the case will goon.

TOI had earlier repor-
ted that even as the compa-
ny had bagged the mine in
Vidarbha through compe-
titive bidding, Yazdani In-
ternational has a negative
net worth of over Rs20 cro-
re. This raises doubt over

its financial capacity to ta-
ke up the project.

The allegations in the
Karnataka case is that the
company’s managing direc-
tor and director entered into
a criminal conspiracy and
illegally transported 49,701
metric tonne iron ore to Be-

Yazdani International
has been charged with
violating Mines and
Minerals Development
and Regulation
(MMDR) Act, apart
from other violations

likeri port in Karnataka.
The ore was sold within In-
dia and also exported witho-
ut proper approval, leading
to a loss of over Rs6 crore to
the state exchequer:

It has been observed by
the Karnataka high court
that if the magistrate or co-
urtisof theopinionthat the-
re is sufficient ground for
proceeding in the matter,
summons have to be issued
to the accused. There is no
bar on the court taking cog-
nisanceof the offence under
Section 379 of India Penal
Code along with offence un-
der sections (4) and (41A) of
MMDR Act. The element of
conspiracy, cheating and
breach of trust are already
reflected in the charge sheet.

Section 379 deals with
theft and the provisions of
MMDR Act deal with trans-
port and storing of mine-
rals. Senior Congress leader
in Odisha Narsingh Misra
said names of eight compa-
nies have emerged in con-
nection with violation of
norms related to environ-
ment and safety in the state.
He said Serajuddin and Co
was one of the entities.

TOI found that Serajud-
din and Yazdani belong
with the same group with
common directors in both
the entities.

Misra said he had also
raised the iron ore mining
issue in the legislative as-
sembly.

BUSINESS LINE
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COMMODITY CALL

MCX-Zinc shows

bearish bias
e By
2212
176
158
Dec 03, 2019 ‘ Dec 02, 2020 W
AKHIL NALLAMUTHU

BL Research Bureau

Since the beginning of Octo-
ber, the December futures
contract of zinc on MCX has
made significant gains. Price
rallied from about %180 and
registered a high of 32243
last week.

However, the price action
for the past two weeks shows
that the bulls are struggling
to take the contract beyond
%224 has it has been consolid-
ating between 215 and 3224.
Hence, even though the trend
is bullish, the next swing in
price will remain uncertain
until the contract continues
to trade within the above
mentioned price band.

Notably, the contract, cur-
rently trading around %215, is
also testing the 21-day moving
average (DMA) support which
coincides at this price point. A
breach of this level can alter
the course in the short-term
where the price could moder-

.ate towards the support at

%210. A break below this level
can intensify the sell-off, po-
tentially dragging the con-
tract to X200, a crucial base.
Though the above factors
indicate that the contract can
witness deeper correction, it
has a considerable support at
%215. So, traders can sell MCX-
Zinc futures with stop-loss at
X224 for a target of X200 if it
breaches the support at ¥215.
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Copper prices march to
hlghest peaks since 2013

London December4

Copper prices pushed to the
strongest levels since March
2013 on Friday as US politicians
moved closer to agreeing on
long-awaited stimulus spend-
ing that would boost the
economy.

Copper has regularly hit new
multi-year highs and shares
touched record levels over the
past week, boosted by news
about the roll-out of Covid-19
vaccines and robust data about
China’s economic recovery.

A bipartisan, $908-billion
Covid19 aid plan gained mo-
mentum in the US Congress on
Thursday as conservative law-
makers expressed their sup-
port. “The US stimulus news has
definitely helped risk appetite,
which has been strong ever

since the good news about vac-
cines,” said Samuel Burman, as-
sistant commodities econom-
istat Capital Economics.

“We think industrial metals
prices will hold steady for the
next couple of months, suppor-
ted by this investor risk appet-
ite and also by the strong eco-
nomic activity out of China.”
Once stimulus starts to be with
drawn in China, however,
prices are likely to pull back
next year, Burman added.

Three month copper on the
London Metal Exchange had
gained 11 per cent to $7,759 a
tonne by 1100 GMT after touch-
ing $7,774, its highest since
March 2013. Copper, often used
as a gauge of global economic
health, was poised for a fifth
straight weekly gain with a rise
of 3.4 per cent.
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Vedanta Resources to Raise up
to $700 m Via Offshore Bonds

Co plans a tender offer to buy back some existing bonds, which are maturing next year

Indulal PM & Saikat Das 5

Mumbai: Diversified conglomera-
te Vedanta Resourcesissettoraise
up to $700 million by selling bonds
to overseas investors. The compa-
ny, controlled by London-based
billionaire Anil Agarwal, plans a
tender offer to buy back some exis-
ting bonds that are maturing next
year. Thefundsare beingraised by
Vedanta Resources Finance II Plc
and guaranteed by Twin Star Hol-
dings and Welter Trading, two
subsidiaries of the mining and
metals multinational.

Thetwoarmstogether own 38.1%
in Vedanta Ltd, which is a 50.1%
subsidiary of Vedanta Resources.

The company launched the issu-
anceon Friday.

“This is basically a tender offe-
ring of bonds which are maturing
in 2021. It is a 144A issue and so US-
—based entities can also invest in
the offering,” said a source with
direct knowledge of the matter.

JP Morgan, Barclays, Deutsche
Bank, Citigroup, DBS, Standard
Chartered and Credit Suisse are
thearrangers to the issue.

“The fundraising is part of anex-
ercise to build comfort among len-

| Arrangers to the issue... S

ders. Swapping old bonds with
new bonds will extend maturiti-
es,” said another person involved
in the exercise. “While some ex-
iting bondholders will surrender
the old series taking on new ones,
there could be new set of investors
replacing the old lot,” the person
added.

Vedanta Resources confirmed to
ET that it was raising funds.

“This is a standard bond issuan-

ce and debt management activity
that companies do and help ex-
tends debt maturity. The offering
is fairly standard structure and
product,” a company spokesper-
son said.

Thetransaction could be thefirst
such offering after its failed delis-
ting plans from Indian bourses in
October. Though the company an-
nounced a $2.5 billion delisting
plan through a reverse book buil-

dingprocess, it could not complete
the process as promoters failed to
secure the required number of
shares. Vedanta Resources is thin-
king of raising promoter’s stake
by upto25% in Vedanta Litd, ET re-
ported on November 19.

Vedanta had raised nearly $1.4
billion by selling bonds in August
tobuy back shares from investors,
besides another $1 billion debt fa-
cility. However, the group said it
would repay these facilities as the
delisting plans had failed.

Ratingsagency S&P hasassigned
a B minus long-term issue rating
to Vedanta’s proposed guaranteed
senior unsecured notes. ]

“The negative outlook on Vedan-
ta Resources reflects the compa-
ny's tight liquidity position due to
its large debt maturities over the
next few years,” S&P Global Ra-
tingssaid inanote on December 3.

“We rate the proposed notes the
same as the issuer credit ratingon
Vedanta Resources (B-/Negati-
ve/--). Wedonot notch theissuera-
ting on the notes for subordina-
tionrisk because a majority of the
company'sassetsare in India, aju-
risdiction where we believe the
priority gf claims ina bankruptcy
scenai’, is highly uncertain.”
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Long-term trend for golc

AKHIL NALLAMUTHU

Fresh hopes of a coronavirus vaccine
that emerged during the first week of
November dragged down the prices of
bullion as a safe-haven choice in re-
cent times.Prices had already wit-
nessed considerable correction from
their peak by then.

As on Friday, the spot price of gold
on the Multi Commodity Exchange
(MCX) had dropped to 49,285 (per 10
grams) from its peak of ¥56,018 re-
gistered in early August, down by 12
per cent. Similarly, the spot price of sil-
ver had declined to ¥63,080 (per Kg)
from its peak of ¥73,755 made in Au-
gust, down by nearly 15 per cent.

In dollar terms, the price of gold is
$1,839, 11 per cent below its all-time
high of $2,075 (per troy ounce), while
the price of silver is $24.2, a discount
of 19 per cent from its life-high of
$29.8.

What weighed on the prices of pre-
cious metals was the risk-on senti-
ment that followed the announce-
ment of significant progress in the
Covid vaccine by Pfizer. After the news,
the stock market rally has acquired
new legs while the correction in gold
and silver prices has deepened. Pre-
cious metals fell despite the dollar re-
maining weak.

Vaccine hopes apart, other data
points too weighed on the gold price.
There has been a considerable fall in
ETF inflows during the past few
months. Global gold ETF demand was
down toa little over 20 tonnes in Octo-
ber compared to about 165 tonnes in
July. Net long positions of money
managers on the COMEX have also
dropped to 748 tonnes in October
from 900 tonnes in July, according to
the World-Gold Council (WGC) data.

&
Gold
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While safe-haven
demand wanes,
other factors can
prop up the
yellow metal

Hopes of a quicker rebound from

world economies on positive high fre-

quency indicators like Purchasing
Managers Index (PMI), employment
data etc. also fuelled optimism among
investors and dimmed the allure of
gold.

While gold’s appeal as a safe haven
may be waning, other drivers can
come into play to support bullion.
Higher inflation expectations that or-
dinarily fuel gold, the weakening dol-
lar and the logistical challenges sur-
rounding the distribution of the
vaccine appear to be the factors that
could support bullion.

MCX-Gold

After hitting a peak of 57,100 in the
first week of August, the futures con-
tract of gold on MCX expiring in Feb-

Silver

Return 43.72% ¥ perkg

ruary 2021 has been on a decline.
Though the contract initially took
support at the psychological level of
¥50,000, it broke below this level in
the first week of November, turning
the short-term outlook negative for
the yellow metal. It then marked a low
of ¥47,551 last week. The price has
since recovered a little and closed at
%49,172 on Friday.

Because of the recent fall, the 21-day
moving average (DMA) has crossed be-
low the 50-DMA, a bearish indication.
Also, the relative strength index (RSI)
and the moving average convergence
divergence (MACD) indicators on the
daily chart have slipped into bearish
territory.

Considering the above factors, the
price can be under pressure in the
short-term. Further correction can
drag the futures price towards a key
support band of 45800 and
%46,000. However, these price levels
will most likely see the decline arres-
ted. Nevertheless, the secular trend is
bullish and, therefore, investors with
alonger time horizon can accumulate
bullion on declines. On the upside, the
price can top ¥60,000 and can even
touch 65,000 in two to three years
down the line.

MCX-Silver

Mirroring gold futures, the price of sil-
ver futures expiring in March 2021 on
MCX registered a fresh high of
¥79,980 in early August. What fol-

isbullish ™

ISTOCK.COM/BRIGHTSTARS

lowed was a moderation wherein the
futures dipped below the key support
of 70,000 in late September and
have been since in a sideways crawl.
Though there was an attempt to estab-
lish an uptrend, the contract was un-
able to rally and witnessed another
round of sell-off since early Novem-
ber. As a result, the price declined and
registered a low of ¥58,880 last week
from where the price rebounded and
closed at ¥63,813 on Friday.

The rebound has been stronger in
silver compared to gold. The silver fu-
tures contractis up by about 7 per cent
from its low whereas gold futures is
up by about 2 per cent. As silver fu-
tures contract has largely managed to
remain above the support 0f ¥60,000,
the corrective decline looks weaker
than in gold. This could be on account
of silver donning two hats - one as a
safe haven cousin of gold and another
as a metal that has industrial applica-
tions and can benefit from industrial
revival.

The RSI and the MACD indicators on
the daily chart are showing a fresh up-
tick following the latest rebound.
Both indicators have now moved to
neutral region from the bearish zone,
showing that the bears are losing trac-
tion. So, going forward, the futures
contract is not very likely to decline
below the prior low of ¥58,880. Since
the overall trend remains positive, the
price can potentially test¥80,000 and
even touch ¥85,000 in the long run.
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" Hindalco to invest 7,000 crore in

~

‘next few years’ to double capacity

To set up aX730-cr
extrusion plant

at Silvassa

in 24 months

OUR BUREAU

Mumbai,.December it

The Aditya Birla Group ison an
investment spree. Its metals
major, Hindalco, today an-
nounced 7,000 crore invest-
ments to double downstream
capacity, days after the Group’s
cement company UltraTech
unveiled major capacity ex-
pansion plans.

Hindalco also announced a
X730-crore investment in set-
ting up a 34,000-tonne extru-
sion plant at Silvassa.

With signs of the economy
looking up, the Aditya Birla
Group has been one of the few

- corporates to revive invest-
ment plans. Last week, the
group’s flagship UltraTech Ce-
ment announced investments
of 5,477 crore to expand its
capacity by 12.8 million tonnes
per annum in the eastern,
central and northern regions
by the financial year 2022-23.

The new plant of Hindalco
will service the fast-growing
market for extruded alu-

Satish Pai, Managing Director

minium products in the west-
ern and southern regions.
Satish Pai, Managing Dir-
ector, Hindalco Industries,
said with the revival in eco-
nomy, the demand is picking
in the automotive, building,
construction sectors.

Enhancing capacity
Over the next few years, as part
of its downstream strategy,
the company intends to raise
capacity from 300,000 tonnes
currently to over 600,000
tonnes with investments of
about ¥7,000 crore, he said.
The focus on downstream
assets is part of a sustainable
business model with an em-

“ phasis on further de-risking

the company’s business from
LME volatility, he added.

The Silvassa facility will ser-
vice customers faster, with an

offering of high-quality alu-
minium products, he said.

The fully automated plant
includes three extrusion
presses and will enable
Hindalco service premium
customers in the building and
construction, auto and trans-
port, electrical, consumer and
industrial goods sectors. Alu-
minium is becoming the pre-
ferred metal across sectors be-
cause of its recyclability.

The aluminium extrusion
market in India is expected to
grow from the current level of
3,73,000 tonnes to about
8,50,000 tonnes by 2030.

The western and southern
regions account for over 60
per cent of the extrusion mar-
ket. The existing extrusion
plants in Renukoot in Uttar
Pradesh and Alupuram in Ker-
ala cater mainly to the auto,
defence, aerospace and indus-
trial segments. The Silvassa fa-
cility will add an additional
34,000-tonne capacity with a
focus on the B&C segment that
comprises over 60 per cent of
the extrusion market, apart
from auto, transport and
other segments. Commercial
production at the plant is ex-
pected to start in 24 months.
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Gems & jewellery export this
fiscal seen down at $20-21 billion

OURBUREAU

New Delhi, December 7

Gems & jewellery export in the
on-going fiscal is likely to be
$20-21 billion which is over 27
per cent lower than ex-
ports worth $29 bil-
lion the previous
fiscal, according to
estimates made by
the Gems & jew-
ellery Export Pro-
motion  Council
(GJEPC).

Exporters are hopeful
that pre-Covid levels will be
reached once the vaccine is
out but they expect govern-
ment support, primarily a re-
duction in import duties on
raw materials, to beat compet-
ition and make larger gains.

“Exports from the sector
have been around $11.5 billion
so far. If we export $2 bil-
lion-2.5 billion every month
now, we will end the fiscal with

exports worth $20-21 bil-
lion,” said Colin Shah,

¥ Chairman, GJEPC,
at a press confer-
ence on Monday.

“Whether it is cut

and polished dia-
monds,gold, silver
® or platinum, duties
need to be lower for the
industry to be competitive,”
Shah said.

Liquidity support

Making a case for reduction|
removal of import duties for
gold, Shah said that gold duty

was brought in when fiscal
deficit was high, but the
situation has changed now.
“There is a case for reduc-
tion of gold duty because oil
import is low. In case of dia-
monds, the revenue govern-
ment makes is minuscule. If
you weigh both options, the
amount of jobs that will be
created if duties are re-
duced is very large. We are
hopeful that the govern-
ment will consider our de-
mand. We are trying,” he |
said.

Now that the gems & jew-
ellery sector had started see-
ing growth, it expected
banks to support it with
enough liquidity, exporters
said.
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Steel and Cement Makers May Get a Margin
Boost as Demand from Key Sectors Picks Up

Companies say demand
is likely to stay, analysts
seea 10-20% YoY rise in
H2 of the current fiscal

Bhavya.Dilipkumar
@timesgroup.com

Mumbai: Steel and cement, two
capital-intensive sectors that are
crucial for building hard infrast-
ructure, are witnessing better sa-
les since October. That could bo-
ost margins and growth outlook
for the companies in these sec-
tors, which are benefiting from a
quicker-than-expected pickup in
construction, rural consumption
and a visible sales revival in the
automotive industry.

Analysts expect a 10-20% year-on-
year rise in demand in the second

half (H2) of FY21, with many pock-.

ets of the economy opened up after
months of lockdowns.

“Almost all of the consuming sec-
tors like auto, pipeline projects,
ship-building, vehicles and const-
ruction have picked up for us since
October. We feel that the demand
will continue,” said Jindal Steel

and Power (JSPL) managing direc-
tor VR Sharma.

For JSPL, demand has reached
pre-Covid levels. The company ex-
pects that in Q3 sales will be at least
7-8% higher than the normal con-
sumption levels, and in Q4 it sho-
uld be at least 10% higher than the
previous year.

“We can say that Q3 will be one of
the best quarters for steel compani-
es in terms of operating profits per
tonne in the past three years,” said
Jayanta Roy, senior vice president
atcreditrating company Icra.

Pent-up demand in sectors such
as automobiles, consumer durab-
les or residential housing may ha-
ve quickened the pace of recovery
in Q3. Traction in large infrastruc-
ture and construction projects can
further add to the strength of de-
mand, added Roy.

As there was low spending in the
economy during April-June, pent-
up demand has also played a role
foraquick recovery in steel and ce-
ment sectors.

“Initially, there was some pent-
up demand from automotive and
the festive demand that came in.
However, new demand, which was
not there before, as in infra, has
come back. It looks like a structu-
ral shift now,” said ArcelorMittal
Nippon Steel's chief marketing

On Growth Path

Q3 could be one of the best
quarters in 3 years for steel
companies: Icra

] Ambuja Ce-

| ments expects
10% CAGR for
industry Ebitda
over FY20-23

JSPL may
see 7-8%
sales
growth

officer Ranjan Dhar.

The situation isn’t vastly diffe-
rent in the domestic cement in-
dustry, the world’s second biggest
after China.

“Earlier, we all thought that this
could be pent-up demand. Howe-
ver, seeing the continuing trend
inruralandapick-up insegments
like individual home building, it
is definitely real demand that we
are witnessing,” said Mahendra
Singhi, chief executive officer,
Dalmia Bharat.

Rural demand is still strong; ho-
wever, even metro cities are sho-
wing momentum, especially with
fresh housing. Demand should-be

15

better in December, Singhiadded.

“We expect sentiment to remain
strong heading into the busy
construction season as utilisa-
tion will pick up further from he-
re. Weestimate industry Ebitda to
grow at 10% CAGR over FY20-
FY23 (revised upwards by 1-5%),”
said Neeraj Akhoury, CEO, Am-
buja Cements.

Analysts estimate the demand
and margins of companies to im-
prove substantially in the Decem-
ber quarter of FY21, although a fa-
vourable base effect could magnify
the growth performance.

“For steel, Q1 saw a negative 55%
of demand. Q2 was significantly
better but there was a contraction
of around 6-8%. October was near
pre-pandemic levels to negative
2%. And for November we estimate
thatitmustbea pretty good growth
amount, could be a positive 10% or
more,” said Manish Gupta, senior
director at Crisil Ratings.

For the cement sector, volumes
and margins have played a balan-
cingrole. Price increases will help
cushion the volumes dip for FY21.

“Even witha30% demanddecline
inQ1, the cementsectormay seeon-
ly around 4-5% decline overall
FY21-primarily because of the re-
coveries since October,” said Cri-
sil’s Gupta.
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Chinese demand for copper slows

Backed by stimulus that led to an extraordinary rebound in manufacturing activities in
China, there was a strong rally in metal prices this year from the lows hit at the start of
the year. However, doubts rise over the sustainability of the rally in metal prices as the
dragon country's demand is showing signs of cooling down. In November 2020, imports
of the refined copper and its products were at 561,311 tonnes - an over 80 per cent drop
from July. In October, imports were 618,108 tonnes. Between January and November,
China’s imports totaled 61,74,570 tonnes - up 39 per cent over the same period last year.
As per estimates of MIC, an information hub for metals, China has stocked up at least

3 million tonnes of refined metal and its products. ICSG forecasts a negative growth in
Chinese imports of copper, aluminium as well as zinc next year. While in 2020 China
offset the slump everywhere else, in 2021 it may take a backseat and see the world
market slip into a surplus.

Import of refined copper, products

in tonnes
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COMMODITY CALL

AKHIL NALLAMUTHU
BL Research Bureau
The bulls were stopped by the
resistance at 1,235 and so the
rally in the December futures
contract of nickel on the
Multi Commodity Exchange
(MCX) stalled last week. Con-
sequently, the price softened
to ¥1,200 - considerable sup-
port level - from where it re-
bounded and it is currently
retesting the resistance at
1,235. The 21-day moving av-
erage (DMA) coincided at this
level back then, acting as a
strong base. Thus, the near
term trend has not reversed
and the bias is still bullish.
However, if it does not

Sept 12,2019

Dec 08, 2020

breakout of %1,235 and con-
tinues to consolidate, the
likelihood of a bearish re-
versal will increase. If this oc-
curs and as a result the con-
tract breaches the support at
1,200, the short-term trend
can turn negative and the
price is likely to drop further
to 1,173 - its 50 DMA. But if

MCX-Nickel: Bullish above X1,235

the contract manages to
gather upward momentum
and crosses over the hurdle
at 31,235, it can advance to
1,268. Above this level, there is
a resistance band between
1,290 and ¥1,300.

Since there has been a
price correction of late, the
relative strength index and
the moving average conver-
gence divergence indicators
on the daily chart have
turned flat, indicating that
the rally has lost steam. Con-
sidering the above factors,
traders can stay in the side-
lines for now and initiate
fresh long position if the con-
tract breaks out of the resist-
ance at ¥1,235. Stop-loss can
be placed at 1,200.
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SHOBHA ROY

Kolkata, December 9

After several months of tepid
volume growth, demand for
coal is gradually picking up
backed by a revival in indus-
trial activities. Though it might
still take some more time for

ing on a month-on-month
basis.

Coal generation, which was
down by nearly 25 per cent in

an improvement in utilisation
level, industry experts said.

Near term prospects

Moving forward, the demand
for coal is likely to grow by
around 34 per cent in the near

[ Coal output, offtake ris

Improved bookings on e-auctions would
soon reflect in prices, the industry hopes

term for the next 3-4 years, they
add. However, the increased fo-
cus on renewables and its
growingsharein theoverallen-
ergy mix is likely to exert pres-
sureon coal demand in the me-
diumto long term.

“Coal production and off-

the industrytobounce backto  take have improved from
preCovid levels, production ~ Septemberonwards, butthatis
and offtake has been improv-  on a low base. Production was

impacted last year because of
heavy monsoon rains in some
of the mine areas and year-on-
year basis production in

Aprilandbyaround 15 percent  September and October last
in May and June, has now im-  year was down by around 20
proved.Ithasbeenconsistently  per cent. So the higher produc-
rising each month backed by  tionand offtake this yearis due

to base effect. On a liketolike
basis, coal generation is down
by 34 per cent but definitely
there is improvement from
April when the generation was
down by 25 per cent,” Rupesh
Sankhe, analyst at Elara Capital

However, increased focus on renewables and their growing share

in energy mix are likely to exert pressure on coal demand

India Pvt Ltd, told Business-
Line.

Coal India Ltd (CIL) accounts
for nearly 83 per cent of the
country’s total coal output. The
Covid-induced slowdown im-
peded the company’s output
and offtake with production
shrinking by 1.6 per cent and
offtake by 21 per cent during
the first quarter of this fiscal as
compared to same period last
year. However, following the
unlocking, the company’s re-
coverybegan in August when it
posted 93 per cent output

S

growth and 7.1 per cent rise in
offtake for the first time during
the ongoing fiscal. Both the
parameters rose to a high of
around 32 per cent in Septem-
berand the positive trend is be-
ing sustained since then, a
company spokesperson said.

Demand drivers

The country produces close to
72910 million tonnes (mt) of
coal annually and around 250
mt is imported. Nearly 80 per
cent of the total coal produced
is utilised by the thermal

powersector, while the remain-
ing 20 per cent goes to the non-
power sector which includes
primarily ~ steel, cement,
sponge iron, captive power
plants and a host of other in-
dustries.

While demand from indus-
trial and commercial segment,
which together comprise
about 52 per cent of power de-
mand, got impacted during
the lockdown, the demand
from residential and agricul-
tural segments was firm.

According to Jayanta Roy,
Senior Vice-President, ICRA, the
steel sector has witnessed “a
sharper than expected turn-
around” in demand. Though
therate of growth is very small,
however, it is higher than last
year. The growth momentumis
likely to sustain during the
next four months of this fiscal,
he said.

Price realisation
The improved demand is also
likely to shore up price realisa-

e on gradual recovery in demand

tion on sale through e-auction
route. CIL had brought down the
reserve price on coal sold
through auction to nearly zero
due to poor demand in the first
half of this fiscal. In November,
however, it earned a premium of
1012 per cent on its sale through
eauction platform. However, it
might be difficult for prices to
reach pre-Covid levels anytime
soon. The average price realisa-
tion preCovid was close to
£2300 a tonne, this is currently
ruling at around 1,500,600, in-
dustry experts said.

According to  Subhasri
Chaudhuri, Secretary General,
Coal Consumers’ Association,
bookings on e-auctions have star-
ted improving and this would
gradually start reflecting in
prices.

“Previously, there were hardly
any bookings in auction and
there were quantity left unsold
but things are gearing up.
Though you cannot really com-
pare the situation (prices), it is
improving,” she said.
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Iron ore is the hottest co of 2020
Robust Chinese demand along with starting to caution that prices at $154.86. Iron ore futures in
supply disruptions led to the rally E’;’Symﬁmwm"k"" e mmum;&ﬁ*mz

Morgan Stanley said prices  hai also advanced.

BLOOMBERG tained and robust rebound  look increasingly Benchmark spot prices
December 10 from a pandemicdriven  though it forecast a deficit, were at $157.45, the highest
A surge in demand in China, slump this year, with invest- ~ while Goldman Sachs Group since 2013 when strong
the world’s key growth en-  ment in infrastructure a key Inc. has highlighted the po-  Chinese growth sawa surge in
gine, risks a shortage of iron  pillar of growth. That's tential for more upside  iron ore demand, though still
ore that's pushed prices past  boosting steel de- amid a shortage. about $36 below the record
$150 a tonne and crowned it mand, buoying Australia & New reached in 2010. High-grade
this year's best-performing  prices of the alloy P Zealand Banking  ore climbed to the highest in
major commodity. and encouraging | Group Itd.  data back to 2013, a sign of

Futures in Singapore have the top steel- | warned moderat- constrained supply from
surged about 70 per cent this  maker to increase P ing steel produc-  Brazil
year, hitting their highest output even as in- *h tion could pave the Chinas iron ore port stock-
since trading started in 2013,  put costsrise. way for softer ironore  piles, which at 1287 million
as Chima’s stimulusled re- It's also got Chinese buy- demand even as it pre-  tonnesare the lowest since Oc-
bound fuels steel output and  ers seeking an intervention, dicted a tight market next tober, will be a key gauge of
consumption. and shares of Australian pro- supply tightness. Goldman

At the heart of the gainsis  ducers BHP Group and Rio Futures climbed asmuchas  predicts levels could fall be-
China’s position as the only  Tinto Group soaring, while  5.7%to $155a tonon the Singa- low 100 million tonnes by
major economy to see a sus- some market watchers are  pore Exchange, before trading  mid-2021.

/.
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MCX-Zinc treading sideways

.,‘
AKHIL NALLAMUTHU { That said, unless the contract

BLResearchBureau breaches either of these
off the at levels, the next swing in price,

Bouncing
213, ~ m 1

‘ mmmu ndennesunﬂleithertmox
224 for the past three weeks. 224 is taken out.
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