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SPREAD between the two narrows to 0.94% from 80% on March 23 and
93% in April on demand for stock due to improved outlook for metals

Partly-paid Shares Outshine
Ordinary Shares at Tata Steel

Sanam.Mirchandani
@timesgroup.com

Mumbai: The partly-paid shares of
Tata Steel have outpaced the com-
pany's ordinary shares in the re-
centrun-up, resulting in their spre-
ad narrowing to less than a percent
on Tuesday. Tata Steel’s partly-paid
up shares have surged 497% since
March 23 as against the 134% in or-
dinary shares during the period,
thanks to the improving outlook
for metals worldwide.

“Tata Steel shares have gained in
thelast few months because the steel
cycle is turning positive and we have
seen price hikes and volume growth
in the last three to four months. That
is the reason why we are seeing ac-
tion insteel stocks,” said Hemang Ja-
ni, Head of Equity Strategy, Broking
and Distribution at Motilal Oswal.

“The debt reduction plan is pro-
gressing. When the ordinary sha-
res go up, the partly paid shares go
up more because more people are
interested in buying lower priced
stocks as initial capital investment

islow,” said Jani.

Tata Steel partly paid up shares en-
ded up 3.85% at %180.55 on Tuesday
and Tata Steel ordinary shares gai-
ned 1.36% to close at % 635.20.

Tata Steel had allotted partly paid
up shares in March 2018 and took
25% of %615 per share upfront, which
was %153.75 a piece. Investors must
now pay 461 per share when the com-
pany calls for the balance amount.
The outperformance in partly paid
upshareshasled tothe spread betwe-

en them to converge to 0.94%
((%461+180.55)-635.2) from 80% on
March 23and 93% in April.

“The spread had become extreme
till 93% but now it has narrowed to
less than 1% because Metals stocks
are in demand led by unpreceden-

ted uptick seen in global steel pri- -

ces,” said Abhilash Pagaria, Senior
Management, Edelweiss Alternati-
ve Research.

Tata Steel was supposed to take the
rest 75% as first and final call within
12 months but later on the company
took special permission from the Se-
curities and Exchange Board of In-
dia for deferring the time horizon till
indefinite period.

“The company is yet to collect 75%
of INR 615 of Partly Paid-Up Shares
as in 2019 they took special permis-
sion from SEBI for extension till in-
definite period for collection of re-
maining payment," said Pagaria

Indian steel spreads have risen aro-
und 25% in the third quarter and are
at a three year high. They are expec-
ted to remain strong on the back of
domestic demand recovery and hig-
herregional prices.
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Commercial mining won’t unsettle us: Coal India chief

SHOBHA ROY
Kolkata, December 16
Coal India Ltd (CIL), which had
registered a laggard growth in
both production and offtake
during the beginning of this
fiscal, has been witnessing a
pick-up in the growth
momentum since
August-September.
The company is
hopeful of surpassing
last year’s production
of 602 million tonnes (mt).
Pramod Agrawal, Chairman
and Managing Director, CIL,
said the opening up of the coal
sector to commercial mining
Il not unsettle CIL’s role.
Excerpts:

(
£IL has been witnessing a
dse in both coal production
nnd off-take since the
Snonth of August-
tieptember. Do you think
stis momentum will
clistain? Where do you see
osing this year in terms of

production and off-take?
The growth momentum was
sustained in October with 19
per cent and 25 per cent, re-
spectively and the trend con-
tinued in November as well.
We are optimistic of surpass-
ing last year’s produc-
tion of 602 mt going
by the way the eco-
nomic activity is pan-
ning out. Our over
burden removal
(OBR) held on to the growth
constancy since the beginning
of the fiscal, ending November
withagrowth of 21 per cent. So,
the coal seams are exposed
and ready for extraction.
Supplies are dependent on
demand upsurge. We have cre-

A
We shall offer increased quantum
under auction schemes and there is a
strong probability of our auction sales
going over 100 mt during this fiscal

PRAMOD AGRAWAL

Chairman and Managing Director, CIL

ated conducive conditions for
our customers to lift increased
coal, which did help in im-
proved offtake. But the actual
demand is determined by the
market behaviour and if the
demand is up we are confident
of meetingitand close the year
with more sales than year ago.

The demand from power
sector still seems to be
lacklustre and even in
November a fair share of
your demand came from
the non-power sector. Is
this good to offset the
lower demand from
power sector?
Power sector
nearly 80 per centof

constitutes

our total offtake. Though non-
power sector is showing
healthy appetite with in-
creased coal lifting, it would
not be feasible for it to fill in
the demand vacuum left by
the power sector fully. Aftera14
per cent spurt in October,
power sector growth flattened
again in November. But, we ex-
pect the demand from power
sector to find its
tempo soon.

What are
your plans
to boost

sales?

We could
achieve a
30-mt

volume increase in e-auction
booking at 68.3 mt till Novem-
ber, by a perceptive plan of
keeping reserve price close to
zero during the first six
months of the fiscal to boost
sales.

Special spot auction for coal
importers, introduced in Octo-
ber, sawa booking of five mtin
two months. We shall offer in-
creased quantum under auc-
tion schemes and there is a
strong probability of our auc-
tion sales going over 100 mt
during this fiscal. We are plan-
ning to enhance the non-
power sector customer base
through linkage auctions.

You had earlier
commented that CIL is not
likely to be impacted by
opening up of the coal
sector to private players
for commercial mining.
Can you please
elaborate how?

Key issues that will help

us stay ahead of the competition
are established infrastructure,
streamlined operations, uni-
form coal quality, cost efficiency
in « production and reliable
timely delivery of supplies.

We hold close to 53 per cent of
the country’s entire coal re-
source base of 329 billion
tonnes. We also own high-grade
mines with favourable stripping
ratio that makes our coal cost
highly competitive. Commercial
mining will not unsettle CIL's
role.

What is your plan to scale up
production?

We have devised a transformat-
ive plan to engage Mine De-
veloper cum Operators which
will help in technology infusion
and bring operational efficiency.
Asmanyas15 greenfield projects
have been identified for the pur-
pose. We are also fast tracking
procurement of higher capacity
modernised equipment to ramp
up our OC production.
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MCX-Nickel: Trend continues

to be bullish

AKHIL NALLAMUTHU
BL Research Bureau
Since early October, the
December futures contract
of nickel on the Multi Com-
modity Exchange (MCX)
has been heading north
where the price advanced
from about X1,065. How-
ever, since mid-November,
it has been oscillating
between %1,180 and %1,220.
But last week, the con-
tract regained traction and
broke out of the range. On
Tuesday, it registered a
high of 1,335.5 and it cur-
rently hovering around
X1,300. The price is well
above the 21-day moving av-

MOX-Nickel )
,Retflm:2737% 1350
‘ol

Dec 16,2019 Dec 15, 2020

erage (DMA) and the mov-
ing average convergence
divergence indicator on
the daily chartis indicating
a strong bullish mo-
mentum. Moreover, the
daily relative strength in-

dex stays in the bullish
zone. These are indications
of considerable upward
momentum and if the con-
tract rallies past its prior
high, it can appreciate to
%1,350. Above that level, it
can rally to X1,375.
Considering the risk-re-
ward ratio, even though
the trend is bullish, one can
wait for now rather than
initiating fresh long posi-
tions at current levels. That
is, traders can either buy
the contract with stop-loss
atx1,230 if the price softens
to 1,270 or buy with stop-
loss at 1,300 if the con-
tract breaks out of ¥1,335.
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Copper pushes
towards the peak
since 2013

REUTERS

London, December 17

Copper prices neared their
highest in almost eight years
on Thursday as stockpiles
around the world fell, and
hopes for a US stimulus pack-
age this week grew.

Benchmark copper on the
London Metal Exchange
(LME) was up 1% at $7,914 a
tonne in official rings, near-
ing last Friday's peak of
$7,973.50, the highest since
February2013.

“$8,000 is once again in
reach,” said Saxo Bank analyst
Ole Hansen.But with specu-
lators rushing into copper, a
correction will come, he said.

MCX-Zinc
extends the
horizontal trend

AKHILNALLAMUTHU

BLResearch Bureau

The December futures con-
tract of zinc on the Multi Com-
modity Exchange (MCX) is in
an uptrend since early Octo-
ber. The price bounced from
about %175 and headed north
to mark a high of ¥22435 in
November. But the upthrust
slowed and the contract star-
ted to move along a sideways
trend i.e. it was largely oscillat-
ing between 213 and 224
since past four weeks, Hence,
despite the overall trend being
bullish, the contract should
breach the resistance at 224
in order to establish next leg of
uptrend.

Since the price stayed flat
over the past few weeks, indic-
ators like the relative strength
index (RSI) and the moving av-
erage convergence divergence
(MACD) on the daily chart has
come off from their respective
peaks. That s, both the indicat-
ors has been moving down
gradually. However, they con-
tinue to hover in their respect-
ive positive territory.

If the uptrend gains steam
and breaks out of the range, it
can probably rise to 3236. A
breach of .this level can even
lift the contract towards ¥250.
But prolonged consolidation
can increase the likelihood ofa
reversal. In case if the contract
slips below the support of
%213, the outlook can turn
bearish. Support levels below
%213 can be spotted at 3208
and %205.

Even though the major
trend is bullish, the contract
faces a significant hurdle at
%224. Similarly, there is a con-
siderable support at ¥213. Con-
sidering this, traders can stay
on the side-lines until either of
X213 orX224 is breached.
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Five deals expected
over the next
two quarters

RAJESH KURUP/SURESH P IYENGAR
Mumbai, December 18

With as many as five deals ex-
pected to happen in the next
two quarters, the steel sector is
hotting up, leading to a faster
revival of construction and
automobile segments, and the
economy, in general. The
biggestamong the deals would
be that of JSW Steel’s plans to
take over Bhushan Power and
Steel for nearly 20,000 crore.

Earlier this month, JSW Steel
sweetened the deal to acquire
the stressed BPSL by offering an
additional ¥400 crore on top of
its earlier bid of 19,350 crore.
Though the admitted claims of
financial creditors in the com-
pany stood at 47,158 crore, the
lenders would be happy if the
deal is closed sooner than later,
considering that the insolv-
ency case has been going on for
over three years.

Similarly, ~ London-based
Liberty Steel Group, which ac-
quired Adhunik Metaliks in
March this year for around
X425 crore, is scouting for more
buys in India. The company is
leading the race to take over the
assets of SBQ Steels.

The National Company Law
Tribunal’'s (NCLT) Chennai
bench has allowed a fresh auc-
tion for sale of SBQ Steels,
which is under liquidation,
after bidders in the previous
auction withdrew their offers
due to Covid impact. NCLT had
ordered liquidation of the com-
pany, since no revival plan was
approved by the committee of
lenders last year.

SBQ Steels, flagship of Chen-
| nai-based RKKR Group, had ad-
| mitted claims of about ¥4,267
| crore for secured creditors and

Steel sector hotting up

Showstoppers
Target firm Buyer Deal  Status
: Bk value (¥/cr)

Bhushan Power and Steel  JSW Steel _ 20,000 Incomplete
Adhunik Metaliks  Liberty Steel _ ~425  Incomplete
M.M Ispat JSWGroup - Incomplete
SBQSteels  Liberty St - Incomplete
CrestSteeland Power NithiaCapital - Incomplete
Asian Colour Coated Ispat  JSW Steel 1,550  Closed

Concast Steel and Power _SMC Power Generation 300 _ Closed

Modern Steels _ AriasSteel 150 Closed
another I80 crore to unse- industry showing a strong re-
cured financial creditors.Ithas  bound in demand, we could ex-
anintegrated steel plantinNel-  pect more M&aA activities in the
lore, Andhra Pradesh. steel sector, especially in the
specialised and component
More M&A activity likely space, going forward,” Mahesh

Seshagiri Rao, Jt Managing Dir-
ector, JSW Steel, said while last
year saw despair due to the un-
precedented pandemic, the
nextyear will be marked byare-
covery in consumption and in-
vestments.

The company’s expansion
plans and inorganic growth
through acquisitions are ex-
pected to come to fruition by
end of March 2021, coinciding
with a rebound in economic
activity, he said.

“The company’s priority is to
leverage the availability of ad-
ditional capacities to meet the
incremental demand that will
arise due to economic rebound
to create value to stakehold-
ers,” he said.

Inyetanother deal, UK-based
alternative investment man-
ager Nithia Capital is close to
acquiring Crest Steel and
Power.

“This trend of increased in-
terest in steel and auto com-
ponent sector is expected to
continue as the post Covid-19
upswing in the end-user in-
dustry is likely to be durable.
With global firms trying to
move away from China for
sourcing components and user

Singhi, Founder and Managing
Director at Investment Bank-
ing firm Singhi Advisors, said.

Deals completed
Among the deals that were
completed during the year
were ADV Partners-backed Ar-
jas Steel’s agreement with Mod-
ern Steels for acquisition of
substantial part of the latter’s
business interests for about
150 crore. Singhi Advisors was
the advisor to Modern Steels.

The buyout will help Arjas
ride the current rebound in the
automotive segment and espe-
cially in the two-wheeler seg-
ment at it gets access to a valu-
able facility in North India and
marquee OEM clientele.

Also, JSW Steel had acquired
Asian Colour Coated Ispat for

1,550 crore, and SMC Power

Generation had bought out
Concast Steel and Power for
about%300 crore.

Even though overall steel de-
mand is expected to fall by 2.4
per cent this year, the steel in-
dustry is experiencing im-
provement in realisation and
margins were driven largely by
restocking and  supply
shortages.

’a
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Covid cess: Tata Steel moves SC against Jharkhand

OUR BUREAU

Mumbai, December 18

Tata Steel has moved the Su-
preme Court against the
Covid pandemic cess levied
by the Jharkhand govern-
ment on the mineral bearing
land.

The apex court has accep-
ted the petition challenging
the right of the State govern-
ment rights to levy such a
tax, sources said.

In July, Jharkhand govern-
ment through an Ordinance
levied a cess of 10 on every
tonne of coal dispatched and
%5 a tonne on iron ore sold.
Cess on per tonne of bauxite,
limestone and manganese
was fixed at X20, 10 and Z5.

The Cabinet approved the

In July, Jharkhand government
levied a cess of 10 on every
tonne of coal dispatched and
Z5atonne oniron ore sold.

Jharkhand Mineral Bearing
Land (Covid-19 Pandemic)
Cess Ordinance 2020 to
shore up revenue for the
State.

“Circumstances exist
which render it necessary to

promulgate an Ordinance to
provide the levy of cess on
mineral bearing land for the
rehabilitation/employment
of labourers/ migrant la-
bourers, creating infrastruc-
tures in the field of cottage/
village Industries, MSME..
mitigating the hardships
caused due to loss of jobs,
augmenting the existing
health infrastructures and
for other necessary purposes
in Jharkhand arising out of
disaster by way of Covid pan-
demic,” the notification said.
Between April and Octo-
ber, the revenue of
Jharkhand government had
plunged 12 per cent to
330,753 crore against
%35,069 crore logged in the

The State’s tax revenues in-
cluding excise duty, State
GST, stamp duty, land rev-
enue and registrations
among others have dipped
by %983 crore to 7,586
crore.

Though the Central gov-
ernment had allowed min-
ing and steel companies to
operate during the Covid
lockdown period, metal
companies have cut produc-
tion due to sharp fall in de-
mand.

However, the demand has
started reviving in the recent
times and metal companies
have been hiking prices con-
sistently.

The user industry has con-
demned steady rise in steel

promulgation  of

the take immediate action to

same period last year.

and other metal prices.
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A good long-term bet on stee

Higher realisations, sanguine prospects
and cost-control measures work in favour

SATYA SONTANAM
BL Research Bureau

In a major relief to NMDC, the Gov-
ernment of India earlier this
month reached an agreement with
Government of Karnnataka and
the Ministry of Steel to extend Don-
imalai iron ore mine lease.
Operations at the Donimalai
mines of the company (which con-
tribute about 20 per cent to the
company’s iron ore output) were
suspended from November 2018,
as the Karnataka government de-
manded a higher premium (80 per
cent of sale value of ore) on re-
newal of mine lease in 2018. With
the Centre’s intervention now, the
mining lease has been extended.
However, the question still re-
mains on what would be the
premium payable on renewal of
mining lease for PSUs. NMDC has

been currently permitted to com-
mence mining at Donimalai sub-
ject to the company paying 22.5
per cent of sale price to the state
government. This is in addition to
the royalty and other statutory
levies (about 15 per cent). However,
the actual premium a State or
Central PSU should pay on renewal
of mines (post 2015) is yet to be an-
nounced by the committee
formed for this purpose.

Any decision by the committee
that requires the company to pay a
premium (as against nil earlier),
effective retrospectively, will im-
pact earnings of most of the mines
of NMDC both in Chhattisgarh and
Karnataka. This could likely be a
key overhang on the operating
profit of the company.

Having said that, strong funda-
mentals for the iron ore market on
the back of better than expected

recovery in the steel sector - de-
mand visibility, cost control meas-
ures are expected to overshadow
the negative impact of premium
payment to an extent.

In line with the broader market,
the stock price of NMDC also went
up by about 83 per cent from its
low in March 2020. At the current
market price, the stock trades at

higher 11.5 times its trailing twelve
month earnings, as against the
three-year average of 8.6 times. In-
vestors with high-risk appetite and
with three- to five-year horizon
may consider adding the stock on
dips. Recovery in demand, healthy
margins and good dividend yields
(4-6 per cent) should hold the com-
pany in good stead.

'demand

On recovery path

After being impacted by the out-
break of Covid-19, the operations of
the company saw a rebound in the
second quarter of the fiscal. The
sales volumes in Q2 FY2istood at
6.6 million tonnes (mt), up 14 per
cent y-o-y, supported by robust de-
mand (domestic) for steel. The pro-
duction and sales figures an-
nounced by NMDC for the month
of November 2020 also suggests
healthy demand for ore in the mar-
ket.

Despite  lower  production
volumes at NMDC in the first
quarter of the fiscal, the manage-
ment has maintained the volumes
target at 32 mt for FY2t (flat y-o-y).
On the realisations front too,
NMDC has taken a cumulative hike
0f%2,250 per tonne on lumps (65.5
per cent Fe) since its low in May
2020. Realisations now stand at
4,500 per tonne.

Good prospects
The prospects of iron ore industry
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is directly linked to the prospects
of the steel sector. -

Around 1.5 tonnes of iron ore is
required to produce one tonne of
steel. The long-term prospects of
the steel sector seem sound, given
theCentre’s focus on infrastruc-
ture development projects, includ-
ing metro rail, smart cities, afford-
able housing, dedicated freight
and high-speed rail
corridors.

To meet the growing
requirements of the In-
dian steel sector, NMDC
plans to increase the
iron ore production ca-
pacity from existing 43 %
mt per annum to 67 mt by
FY23. While this looks stretched
(given the huge capital require-
ment and the track record of a few
PSUs in meeting the deadline), im-
mediate rise in volumes from Don-
imalai mines, expansion of output
in Kumaraswamy mines (in
Karnataka) from 7 mt to 10 mt per
annum will give a leg-up to the

company in the near future.
NMDC recently announced the
demerger of its upcoming steel
plant in Nagarnar, Chhattisgarh
(which is close to commissioning
phase) with a capacity of 3 mt per
annum. With this, any further
capex on the plant, will likely be in-
curred by the demerged entity and
NMDC will remain focused purely
on its mining business.
Also, NMDC will con-
tinue to remain as a sup-
'33 plier to the demerged
i steel plant on an arm’s-
4 length basis, which will
be a positive for the
former in terms of
demand. '
Further, as a part of cost con-
trol efforts, the slurry pipeline for
the logistics of the ore, which will
likely be commissioned in the next
two-three years, is expected to
bring benefit of ¥300-400 per
tonne of ore transport and im-
prove profitability for the
company.
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Steel TMT bar prlces touch all time high of Rs 45,000/tonne

B On Sunday, steel
prices saw the Rs
45,000 per tonne
(excluding 18% GST)
mark which is about
30 per cent higher that
the level prevailing
in the month of
March 2020

B Business Bureau

AS THE conditions in interna-
tional markets are pushing up
steel prices consistently for the
past few days, recently the com-
modity has touched its all time
high herein thelocal market. On
Sunday, steel TMT bar prices
touched the Rs 45,000 per tonne
(excluding 18% GST) mark which
is about 30 per cent higher than
thelevel prevailingin the month
of March 2020.

Prices of 8 mm steel bars,
whichwereatRs 35,000 per tonne
(excluding 18 per cent GST)
before the lockdown, jumped to
Rs 45,000 per tonne on Sunday.

international markets. Thus,

TMT bars Price/tonne in March 2020
8mm Rs 35,000 + 18% GST

10/12 mm Rs 34,000 + 18% GST
16/20/25 mm Rs 34,000 + 18% GST
TMT bars Price/tonne on Dec 20

8 mm Rs 45,000 + 18% GST

10/12 mm Rs 44,000 + 18% GST
16/20/25 mm Rs 44,000 + 18% GST

Similarly, the cost of 10 mm to
25 mm bars went up from Rs
34,000 (excluding 18 per cent
GST) to Rs 44,000 per tonne over
the same period.

Senior Vice President of Steel
and Hardware Chamber of
Vidarbha Rajesh Sarda told The
Hitavada that the price rise is
because of severe shortage ofthe
ironoreintheinternational mar-
ket. “As of now, there is a huge
demand for the steel products
because China is aggressively

buying the commodity. On the
other hand, countrieslike Brazil,
which supply iron ore, are not
supplying enough quantities of
the commodity. These condi-
tions are taking up the prices for
the past few days,” he said.
Sarda also said that the prices
may further rise in near future
as there are no signs of improve-
mentin the raw material supply.
It is important to note that
China is buying steel and iron
ore in huge quantities from the

many domestic suppliers have
been engaged in exporting the
commodities which is further
creating a shortage of raw mate-
rial here in the country.

Past President of CREDAI
Nagpur Chapter Prashant Sarode
said that the current prices have
caused a negative impact on the
real estate sector. “The sector
was already bearing the brunt of
lockdownand now thesteeprise
in prices of steel and cement are
making the housing projects

unfeasible. It is going to affect
affordable housing projects as
well other infrastructure proj-
ects in a big way,” he said.
Secretary of CREDAI Nagpur |
Chapter Gaurav Agarwala said
that the steel and cement price
rise will increase cost of con-
struction byabout 150 persquare
feet. “This will put additional |
burden on the buyers. However,
itistherighttimetobuyahouse-
hold as many builderslike us are
offering attractive schemes fora
limited period,” he said.
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B. CHANDRASHEKHAR
HYDERABAD

Singareni Collieries Compa-
ny Ltd (SCCL) has been di-
rected by an expert apprai-
sal committee of the
Ministry of Environment
and Forests (MOEF) to deve-
lop a robust mine closure
plan to ensure better land
use post-mining for the com-
munities around through re-
clamation and reshaping of
the land degraded by mining
activities, with regard to an
existing opencast mine.

It is one of the specific
conditions stipulated by the
panel while issuing the
terms of reference (ToR) for
the appraisal of a cluster of
opencast-cum-underground
mines - Godavarikhani
(GDK) No.1 & 3 (incline), 2 &
2aand 5 — in an area of 1,927
hectares near Jangaon and
Vithalnagar villages of Ra-
magundam mandal of Ped-
dapalli district with an ex-
tractable coal reserves of
63.5 million tonnes.

While examining the pro-
posal; the panel observed:
“The present opencast mine
and its closure plan has a
severe environmental foot-
print, leaving behind large
quantity of overburden
dumps in the vicinities of
thickly populated habita-
tions. ‘

Therefore, it requires a re-
vision of mine and mine clo-
sure plan to reduce the envi-
ronmental footprint due to
mining”.

The panel was of the view
that the project proponent,
SCCL, must take a holistic
and more scientific ap-
proach towards mine plan-
ning considering the adjoin-

Miners working in the underground mines of Singareni

‘Centre tells SCCL to draw plans "
for better use of degraded land

Condition stipulated by MoEF panel while issuing ToR

Collieries Company Ltd. =ARRANGEMENT

ing  opencast  mining
operation, selection of
equipment systems for pro-
duction of coal and overbur-
den removal, including an
option of merging the pro-
posed opencast mine with
the adjoining opencast min-
ing operations, so that the
requirement of external
overburden dumps could be
minimised.

Public consultation
Further, the panel has also
stipulated conduct of public
consultation about the pre-
sent coal mining operations
inviting comments and their
redressal, preparation of
time-bound action plan for
railway siding from the min-
ing pit to dispatch point,
cumulative impact assess-
ment with respect to exist-
ing mines, preparation of se-
quence of mining operations
so that there is not require-
ment of second external
overburden dump among
others.

According to the officials
of SCCL, the cluster of mines
proposed with a peak pro-
duction capacity of 5.134
million tonnes per annum
(MTPA), which includes 4
MTPA in opencast and 1.134
MTPA in underground, has
coal linkage for super ther-
mal power station of NTPC
near Ramagundam.

The cluster has G8 grade
quality of coal and the cost
of the project is ¥471 crore.

As the coal from the pro-
posed opencast mine, as
part of the cluster, would be
dispatched by trucks to Ra-
magundam-I coal handling
plant (CHP) and Ramagun-
dam OC-III CHP for further
transportation by rail to the
power plant, the MoEF pa-
nel wanted SCCL to study its
impact. Further it wanted a
study of the impact of blast-
ing on nearby habitations
along with mitigation mea-
sures and impact of diver-
sion of two streams flowing
through the project area.

——
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B Manoj Kumar said that
the company is in
advanced stages of
setting up a coal
gasification-based
plant at one of its
mines in the region

B Business Bureau

CITY-based Western Coalfields
Ltd (WCL) is all set to join hands
with Orissa Mineral
Development  Corporation
(OMDC) to take its coal produc-
tion capacity to a new high. The
Miniratna public sector under-
taking will enterinto ajoint ven-
ture (JV) with the OMDC which
will take its production capaci-
ty of coal to 75 million tonnes
mark. Itisimportantto note that
the company had posted the
highest-ever coal production of
57.64 million tonnes in 2019-20.

Under the joint venture, WCL
alongwith OMDC willstart oper-
ations on five coal blocks in the

THE HITAVADA (CITYLINE) DATE : 22/12/2020 P

CMD of WCL Rajiv R Mlshra (Ieft) interacting with a group of
media persons here on Monday. Director (Technical) Manoj

Kumar is also seen.

(Pic by Satish Raut)

Raigad district on the border of
Odisha and Chhattlsgarh
"Avalhblllty of coal in these new
areas is very close to the ground
surface due to which company’s
mining cost will come down
heavily. This will be an added
advantageforus,” said Chairman
and Managing Director of WCL
Rajiv R Mishra on Monday while
interactingwith agroup of media
persons here.

Mishra, who has been spear-

heading the Miniratna compa-
ny for the past 6 years, will be

retiring on December 31.
Director (Technical) Manoj

Kumar will replace Mishra from

January 1, 2021.

Highlighting the company’s

achievements under his leader-
ship, Mishra said he succeeded

intransformingthe fortune of the

thenloss-makingentitytoaprof-
it making one. “We opened up
new mines,

BUSINESS LINE DATE : 22/12/2020 P.N

identified new

WCL to join hands with OMDC for coal production

sources of revenue generations
and took up others initiatives to
meet our new targets. While
doingso, wealso encouraged the
‘Team WCL' and infused fresh
blood in them which eventual-
ly created wonders,” he said
adding that boosting the morale
of officers and workers of the
company was his biggest
achievementin thelastsixyears.

Elaborating on the roadmap
of the company, Manoj Kumar
said, modernising the infra-
structure of WCL mines and
improving the quality of coal will
behistop priorities. Besides, the

Kumar said that the company
is in advanced stages of setting
upacoalgasification-based plant
at one of its mines in the region.
“Onceoperational, itwillbeanew
source of revenue generation,”
he added. Besides, the compa-
ny will also open 20 more mines
in the next three to four years.

Interestingly, the company had
opened up 23 mines in the past
six years and acquired 9,522
hectare land.

OUR BUREAU

Hyderabad, December 21

Iron ore major NMDC Ltd has
signed an MoU with Mineral
Exploration Corporation
Limited (MECL) for joint ex-
ploration for iron ore, gold,
coal, diamond and other
minerals in mutually agreed
projects  across = various
States.

NMDC is currently produ-
cing about 35 million tonnes
of iron ore annually and dia-
monds from the Diamond
Mining Project, Panna in
Madhya Pradesh. It has an
R&D Centre for the study of
ore beneficiation and miner-
als processing.

Sumit Deb, CMD, NMDC
said, “NMDC would like to
add value to the Prime Minis-
ter's vision of Atmanirbhar
Bharat by domestically ful-
filling the demands of the
steel industry. I hope this
venture accomplishes the

NMDC, MECL ink pact for
joint mineral exploration

. mission of strategic and be-

neficial exploration success-
fully for both  the
companies.”

Coal mining

“NMDC has been pioneer in
iron ore mining and is ven-
turing into coal at Tokisud
North and Rohne Coal Mines
in Jharkhand.”

MECL has been carrying
out mineral exploration
from 1972 and is the premier
exploration agency in the

country.
Ranjit Rath, CMD, Mineral
Exploration Corporation

Limited said, “MECL is poised
to augment and expedite ex-
ploration coverage for all
mineral commodities across
the country.”

“Earlier, MECL has conduc-
ted successful exploration
for NMDC in Shahpur East
and Shahpur West Coal
blocks in Madhya Pradesh.”
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Jagan going back on his wor
on bauxite mining: Ayyanna

SPECIAL CORRESPONDENT
VISAKHAPATNAM

Former Minister and TDP
leader Ch. Ayyanna Patrudu
alleged that Chief Minister
Y.S. Jagan Mohan Reddy was
going back on his words.

Releasing a video from his
home town Narsipatnam on
Monday, he said that in the
past, before the 2019 elec-
tions, Mr. Jagan during his
tour to Chintapalli, pro-
mised the tribals that there
will be no mining of bauxite
in any part of the Visakha
Agency. “But the same per-
son after becoming the Chief
Minister has formed a six-
member committee to work
out the modalities to opera-
tionalise the Anrak Alumini-
um Refinery at Makavarapa-
lem. How do you intend to
operate the plant when you
said that there will be no
bauxite mining in the agen-
cy?,” questioned Mr. Ayyan-
na.

He warned that any at-
tempt to restart the bauxite
mining in Visakha agency,
will lead to a strong
agitation.

Ch. Ayyanna Patrudu

‘The former TDP minister
also pointed out that the YSR
Congress Party government
was doling out sops and
schemes on one hand and
taking them back in much
bigger quantity from the pu-
blic in the form of taxes and
penalties, on the other
hand.

Quoting the penalties un-
der the modified Motor Veh-
icle Act, he said, “During
TDP rule the fine for not
wearing a helmet was 135
and now it is Z1,035. The fine
for talking on cell phone was
%530 and now it is 5,035,
for not having a driving li-
cence it was 1,035 and now

it is ¥5.035 and for jumping
red signal it was 135 and
now it is ¥1,035.”

Can a common man bear
such - penalties? the TDP
leader questioned. Moreov-
er, Mr. Jagan also intends to
levy toll tax on state high-
ways also, where the tax for
30 km could range from %27
for two-wheelers to 106 for
lorries. “Once this is imple-

"mented, prices of vegeta-

bles, milk and other essen-
tial commodities will also
increase and in the end the
CM will be taxing the com-
mon man heavily,” Mr. Ay-
yanna Patrudu said.

Talking about ration cards
and Amma Vodi, he said,
“During TDP regime we had
given over 1.53 crore ration
cards and the YSRCP after
coming to power have with-
drawn the cards for about
8.43 lakh people. In case of
Amma Vodi, in the first year
they had given money to 43
lakh people and in the se-
cond year it has been with-
drawn for over 5 lakh peo-
ple, under some ' pretext,”
said Mr. Ayyanna.
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Ram Sahgal

etail investors want-

ing to diversify their

portfolios by buying

paper gold could adopt

buy-on-dips strategy

with experts predicting an im-

mediate bottom at ¥46,500-

47,000 per 10 gm for 995 purity

gold, around 4-5% lower from

the current 748,850 (exclusive
0f3% GST).

While less risky investment

options on paper gold include

government-issued sovereign
gold bonds (SGBs) and 11 Gold
ETF schemes, the former are a
better option in a falling price
environment because of an at-
tendant 2.5% annual interest
rate payable half-yearly to the
bondholder.

Gold ETFs, which track the
gold rate, are embedded with a
50-100 bps expense ratio, a dis-
advantage amid falling prices.

However, gold ETF offers

higher liquidity and an easier exit option after the fifth year.

tenor of eight years with an exchanges like NSE, they are

12

crimped by low liquidity and
exit than SGB, which has a Though SGBs are tradeableon high bid-ask spreads.

“SGBs are for those willing to

compromiseon liquidity, while
ETFs are for whom liquidity is
vital,” said Lakshmi Iyer, presi-
dent and CIO (fixed income) at
Kotak Mahindra AMC.

Analysts like Gnanasekar
Thiagarajan of research firm
Commtrendz and Rajesh
Palviya, technical head of Axis
Securities, expect strong sup-
port tokick inat46,500-47,000,
with the caveat that if this
breaks, 244,000 could be the
bottom.

“A buy on dips strategy is im-
perative,” says Palviya, adding
that 2021 could witness a re-
testing of the August 7 high of
255,901

“For now, the risk-on senti-
ment has putablanketongold,”

| Buy Gold On Dips Through SGBs, ETFs

The Sovereign Gold Bond is a better optionin
a falling price environment given the annual
interest, while ETFs have higher liquidity

sald Hormuz Maloo, director,
AFcoInvestments. “SGBsmake
better sense as a systematic in-
vestment tool.”
Analystsexpect gold tore-test
the high 0f2020 next year.
Gold of 995 purity has shed
12.6% from a record high
of ¥55,901 on August 7. The

Indian rate tracks the inter- |

national price, in addition to
the dollar-rupee rates, as the
country is the second-largest
gold consumer after China.
Most of what India consumes
is imported — against 690.4
tonnes last year, 646.8 tonnes
were net bullion imports, as
per miner’s lobby World Gold
Council (WGC).
ram.sahgal@timesgroup.com
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MECL signs MoU with NMDC for exploration

H Business Bureau

THE city based Mini Ratna I
CPSE, Mineral Exploration
Corporation Limited (MECL),
engaged in detailed mineral
exploration in the country has
signed a Memorandum of
Understanding (MoU) with
NMDC for exploration of Iron
ore, Coal, Gold, Diamond and
other minerals in various states.
The MoU was signed by Dr Ranjit
Rath, CMD, MECL and Sumit
Deb, CMD,NMDC on December
21 in presence of senior officials
of both the organisations
at Hyderabad.

With MECL having more than

48 years of expertise in geologi-
cal exploration activities and
NMDC contributing heavily in
building up iron and coal

sations are now teaming up to
helpinrealisingthe Government

of India’s ‘Aatmnirbhar Bharat
Abhiyan’ initiative and further
strengthening import substitu-
tion by boosting the domestic

MECL propose to jointly pursue
opportunities with mineral rich
State Government through their
DMGs / DGMs or in overseas
geographies for undertaking
exploration campaignsin mutu-

reserves, these premier organi- . mineralproduction. NMDCand  allyagreed projects. LN
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COMMODITY CALL
MCX-Lead
likely to decline

MCX-Lead
Return: 2.32% v
165
155
145
135
Dec 23,2019 Dec21, 202(}25
AKHILNALLAMUTHU

BLResearch Bureau

Beginning mid-October, the
price of lead was appreciating
steadily and as a result, the Janu-
ary futures contract of the metal
on the Multi Commodity Ex-
change (MCX) began to rally
fromabout%140. Untilaa couple
of weeks ago, the contract
marked a fresh high of 164.

However, the contract could
not extend furtherand started to
show signs of the uptrend losing
strength. The daily relative
strength index (RSI) formed a
bearish divergence and the mov-
ing average convergence diver-
gence (MACD) indicator became
flat after tracing an upward tra-
jectory during the preceding
two months.

Following this, the contract
weakened and breached a key
support band of %159 and X160
and is currently hovering
around X165. With that, the price
has now slipped below the 21-day
moving average (DMA), sig-
nalling a bearish bias. Moreover,
the RSI has entered the negative
zero and the MACD is now point-
ing downwards.

The above factors indicate that
the price could drop further
from the current levels. While
153 can act as an immediate
support, the contract can break
below this level and decline to
148.

Considering these factors, |
traders can initiate fresh short
position with stop-loss at X161.
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Gold prices dip due to\
new Covid strain scare

PRESS TRUST OF INDIA

New Delhi, December 23

Gold prices on Wednes-
day declined %252 to
49,506 per 10 gram in
the national capital, ac-
cording to  HDFC
Securities.

In the previous
trade, the pre-
cious metal had
closed at
49,758 per 10
gram. Silver also
dipped %933 to
66,493 per kg, from
67,426 per kg in the pre-
vious trade.

In the international
market, gold was quot-
ing with gains at $1,868
per ounce and silver was
flat at $25.53 per ounce.

‘Navneet Damani, Vice-

President (commodities
research) of Motilal Os-
wal Financial Services,
said, “Gold prices edged
higher as grim US con-
sumer and housing data
bolstered hopes for fur-
ther stimulus to sup-
port an economic
recovery.”
He added that
N a new
¥ coronavirus
strain in the UK
has caused several
countries around the
world to shut their bor-
ders to Britain, and drug
makers are scrambling
to test their Covid-19 vac-
cines against it. “This has
given further support to
the metal prices,” he
said.
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‘One should invest 5-10% of portfolio in gold without worrying about short-term price fluctuations’

Buy and Hold Gold in 2021, Say Experts

Sutanuka Ghosal & Saikat Das

Kolkata | Mumbai: Savers buying
into gold in 2021 should hold the in-
vestment over a longer time horizon
to get the desired levels of returnsas
the pace of vaccination, expected to
begin early next year, gathers mo-
mentum and dims the allure of the
safe-haven metal in the short run.
Hence, asset allocation to gold co-
uld decline in the New Year as wealt-
hy individuals are disappointed
with prices falling more than 15%
from their peak in August. With little
signs of global inflation, when gold
is bought as a hedge against a price

spiral, wealthy investorsareshifting
to equities to benefit from a rebound
inearningsgrowth.

“You cannot keep moving from gold
toequity and vice versa just based on
what is performing at the moment,”
said Suresh Sadagopan, founder at
Ladder7 Financial Advisors. “You
need to invest 5-10% in gold without
worrying about short-term price
fluctuations. You cannot mix up gold
and equitiesas it will bringlosses for
you. Gold investment should be on a
15-year time horizon.”

Gold has returned more than 25%
since the beginning of 2020 as inves-
tors rushed to own the safe-haven as-
set amid a virus-induced global eco-

Gold 995 - Mumbai

59000 -
(2/10 gms)

35000

DEC 24,2019 DEC 24,2020

nomic crisis. The US elections and
the uncertainty about the outcome

alsodrove investors to buy intogold.

With Joe Biden due to take over, the
uncertainty has eased, putting
downward pressure on gold and
bringing down prices to 248,000 -
249,000 per10 gm.

Accommodative monetary polici-
es from Washington to Wellington
have driven yields to the floor, pro-
mpting an asset churn in favour of
investments savers believe will help
preserve their wealth.

“Gold is precisely one such asset,”
said Kshitij Purohit, lead commodi-
ties & currency at CapitalVia Global
Research. “We expect further weak-
ness in the dollar index. This is due

to zero interest rates until 2023,

which will continue to support glo- |
balliquidity.”

But equity markets, too, remain at-
tractive to investors, prompting ma-
ny of them to shift from gold to equi-
tiesfor better returns.

“Equity should outperform gold
and fixed incomes in 2021,” said Bi-
nod Modi, head (strategy) Reliance
Securities.

BSE Sensex, the broader barome-
ter, jumped more than 14% in 2020.
Gold prices surged by more than
40% this year to touch the peak of
256,000 per 10 gm. Subsequently, pri-
ces corrected and are currently ho-
vering in the range of 49,000 -
50,000 per 10 gm.
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Rising Iron Ore Prices
Unlikely to Spoil the
Party for Tata Steel

EI° ANALYSIS

Jwalit.Vyas@timesgroup.com

ET Intelligence Group: Steel pri-
cesin Chinaand the US are at12-year
highs while in most other markets,
including India, they have touched
aneight-yearhigh. While this should
benefit steelmakers, a sharp jump in
prices of iron ore, a major raw mate-
rial, may spoil the party. Under such
conditions, steel companies with
captive iron ore mines stand to gain
themost. Among thelisted steel com-
panies on Indian bourses, Tata Steel
looks better placed.

Crude steel production in Novem-
ber grew 6.6% year-on-year driven
by an 8% growth in China and 5.5%
jump in Europe. This has increased
the lead time or delivery time for fi-
nished steel creating shortage of
thealloy.

In addition, iron ore prices have
shot up by 25%, much faster than the
12.5% rise in the domestic steel pri-
ces over the past month. This is due
to the shutting down of mines by
Brazil’'s mining major Vale due to
landslides. Vale is the second-largest
iron ore producer, accounting for ne-
arly 20% of global supply. The miner
has lowered the production guidan-
ce for 2020 and 2021, indicating that
the supply shortfall is likely to stay
for afew more months.

Domestic steel makers have raised
prices four times over the past
month. Sector experts believe there
is still some room left since the do-
- mestic prices are at a 5% discount to
the imported prices.

Analysts expect Tata Steel’s opera-
ting profit before depreciation and
amortisation (EBITDA) to grow by
34% year-on-year to 23,500 crore in

LME Steel HRC FOB China
(in $/10 tons)
700 —

o

Dec 24, 2019 Dec 23, 2020
Generic DCE iron Ore Futures
(in $/100 tons)
fouiy b e M 1102.00

Dec 24, 2019

Dec 24, 2020

the second half of the current fiscal.
In the September quarter, its EBIT-
DA had increased by 60% to 26,110
crore following negligible profit in
the previous quarter.

Higher earnings are likely to acce-
lerate the deleveraging process,
which has been an overhang on the
stock. It reduced the net debt by 8%
year-on-year to 96,500 crore in the
September quarter. Net debt relative
to EBIDTA is expected to be less than
4 times at the end of FY22 compared
with the expected six times in FY21.

The decision to exit the volatile and
cash guzzling European operations
will further improve domestic focus
as the former business had impacted
the pace of growth in India. Over the
past 12 years, its capacity grew by
4.7% annually compared with the
6.3% growth in the capacity of JSW
Steel.

At Thursday’s closing price of
2622.3, Tata Steel’s enterprise value
(EV) was seven and five times the es-
timated EBITDA for FY21 and FY22,
respectively.
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Iron ore to snap
' six-week rise

REUTERS

Beijing, December 25

Chinese steel and iron ore
futures declined on Friday,
with rebar and hot rolled
coil falling on steadily eas-
ing demand while iron ore
is set to log more than 4 per
cent drop for the week after
gaining for six straight
weeks.

)

" Inventory takes a hit

Steel products inventories
in China, both held by
traders and by mills, were
down 3 per cent from a week
earlier to 13.07 million
tonnes as of Thursday, data
from Mysteel consultancy
showed.

However, overall apparent
demand for steel products

asteel, iron ore futures
fall on easing demand

“struction materials and hot

- situation and adjustments

also eased as output for con-

rolled coil dropped.
“Affected by the pandemic

after profit-taking from the
recent surge, ferrous prices
had retreated significantly,”
Huatai Futures wrote in a
note, adding that overall
fundamentals remained rel-
atively positive.

The most-actively traded
steel rebar contract on the
Shanghai Futures Exchange,
for May delivery, had fallen
11 per cent to 4,260 yuan
($652.65) per tonne as of
0145 GMT. .

Hot rolled coil, used in the
manufacturing sector, fell as
much as 3.3 per cent to 4,473
yuan a tonne. Iron ore fu-
tures on the Dalian Com-
modity Exchange also faded,
down 0.5 per cent at 1,037
yuan per tonne.
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