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But high prices
may remain a
concern for
user industries

SURESH PIYENGAR

Mumbai, January 15

The revival in steel demand is
expected to continue this year
even as high raw material
prices and end users’ concerns
onrising steel prices will be key
challenges.

Hit by the Covid pandemic,
steel production in India was
down 10 per cent at100 million
tonne last year, against the 111
mtlogged in the same periodin
the previous year.

If not for the government
spending on infrastructure,
steel demand would have fallen
even sharply as the Covid pan-
demic has taken a heavy toll on
the industry.

Fullrecovery
Though domestic demand re-
covered to pre-Covid levels in
August with economic activit-
ies limping back to normalcy, a
full-blown recovery was seen
only in November when sales
volume surged 11 per cent year-
on-year.

Despite the momentum in
demand, recovery is expected
to continue in the March
quarter and overall sales this
fiscal will be down by about 12
per cent. From there on, the de-
mand growth will be bolstered
I ————

by the statistical low-base
effect.

Seshagiri Rao, Joint Man-
aging Director, JSW Steel, said
the year gone by could easily be
termed as the worst for the steel
industry in last 70-years due to
Covid pandemic that devast-
ated global economic growth.

The business plans prepared
in the beginning of the calen-
dar year required significant
downward revisions, and sec-
tors such as tourism, hospital-
ity, transport and entertain-
ment will take a longer time to
recover, he added. While 2020
was the year of despair, JSW
Steel’s expansion plans and in-
organic growth through ac-
quisitions are expected to coin-
cide with a rebound in
economic activity, said Rao.

Prices to remain firm
Though the user industry has
raised serious concerns over
the sharp rise in steel prices, it
will remain at elevated levels
due to the firm trend in global
markets.

Steel companies in India

pushed up hot-rolled coil prices
by<13,800 atonne toX51,050 in
December through multiple
hikes since August-thisisanin-
crease of 37 per cent compared
tolastyear.

Despite frequent upward re-
vision, domestic steel prices are
still 6-8 per cent below the
landed cost of imports, leaving

—

oremain ‘firm

Thanks to the govt’s infrastructure |
push, steel demand t

)

more room for domestic pro-
ducers torise prices further.

After sliding to a low of $409
atonne last April from $499 per
tonne in January, China HRC
fob (free on board) prices re-
bounded to $647 a tonne
between April and December.

Global pricesalsotouchedan
gyear high in December on
healthy demand and soaring
iron-ore prices.

“We expect steel prices to re-
main high in the January-
March quarter with a sequen-
tial price hike of ¥7,000-8,500 a
tonne, leading to an increase of
15 per cent year-on-year,” said a
Crisil Research report.
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OUR BUREAU

Mumbai, January 15

The National Commodity and
Derivatives Exchange (Ncdex)
will relaunch the Steel Fu-
tures contract on Monday.

Initially, three contracts ex-
piring in February to April
will be available for trading.
Ncdex has re-entered the non-
agri space expanding the
bouquet  of
products.

The Steel contract will
trade long steel products
such as ingots and billets hav-
ing a trading unit of 10 MT.
The basis centre will be Go-
bindgarh in Punjab while
Ghaziabad in Uttar Pradesh
will be the additional deliv-
ery centre.

Vijay Kumar, Managing Dir-
ector, Ncdex, said that de-
mand for steel is likely to take

derivative

’NCDEX to relaunch steel futures

a quantum leap ahead with
government effort to make
India a $5-trillion economy in
the coming years

The steel contract will
provide infrastructure com-
panies a reliable and trans-
parent risk management tool
to hedge against volatile
prices, he added.

Kapil Dev, Executive Vice
President, Ncdex, said that
steel consumption is likely to
grow at a much faster pace as
over T44-lakh crore worth of
projects are already being im-
plemented out of tlakh-
crore National Infrastructure
Pipeline.

The logistical and supply
inefficiencies have made steel
and its raw material prices ex-
tremely volatile posing chal-
lenges to the entire value
chain participants, he said.
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TRADING CUES
Traders hunting

for short-term
opportunities can
consider going long
if gold futures rally
past ¥50,000 with
good volume
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Pausing for breath before arally

Slew of factors are building a good foundation for the bulls to work their way up

AKHIL NALLAMUTHU
BL Research Bureau

The World Gold Council (WGC) came
up with its 2021 outlook for gold last
week. According to the report, gold
may see a positive, though more sub-
dued, performance in 2021. This may
be driven primarily by a recovery of
consumer demand relative to 2020 as
economic conditions improve. Citing
that low interest rates can encourage
investors to add risky assets in their
portfolio, the report also said risks
such as expanding budget deficits, in-
flationary pressure and possible mar-
ket correction on the back of high
equity valuations can be supportive
for gold prices as investors might go
in for hedging and diversification.

Last week, WGC also came up with
latest ETF (exchange-traded fund)
numbers which showed that in
December 2020, net outflows from
these funds stood at 40. tonnes.
While ETF net fund flows remained
negative for the second consecutive
month they have substantially come
down compared to November’s net
outflow of 108.7 tonnes, even though
the average price of gold in December
was higher.

Further affirming the positive bias,
the latest data on COMEX net long pos-
itions recorded at 873 tonnes as on
January 5 is better than the past
month and this is the highest level
since the first week of August last year.
These factors are building a good
foundation for the bulls to work their
way up.

The prices of gold and silver re-
mained muted throughout last week
following a sudden decline in the pre-
ceding week. The futures price of gold
on the Multi Commodity Exchange
(MCX) ended the week at ¥48,702 (per
10 grams) against the previous week’s
close of ¥48,967.

The futures price of silver on MCX
closed at 64,980 (per kg) versus pre-
ceding week’s 64,231

In dollar terms too, both ended the
week largely unchanged. Gold closed
at $1,828.4 (per ounce) whereas silver
ended at $24.77 (per ounce).

MCX-Gold (¥48,702)

February futures of gold witnessed a
minor slipup early last week as it
opened lower at T48,786 as against the
previous week’s close of ¥48,967. But

the bears could not extend their dom-
inance as the contract found support
at¥48,600.Although the price did not
move up, the downfall from the week
before was arrested. This is despite
technical indicators like the relative
strength index (RSI) and the moving

average convergence divergence
(MACD) on the daily chart signaling
weakness. The average directional in-
dex (ADX) is showing that the down-
trend has gained good strength.

In the light of this, one should not
goall in now but should look for evid-
ence corroborating a build-up in the
uptrend. For instance, traders hunt-
ing for short-term opportunities can
consider going long if futures rally
past 50,000 with good volume.

Notwithstanding the above condi-
tions, investors or traders who are

looking to hold longs for more than
one year can consider initiating fresh
longs incrementally. Within a year,
gold futures can appreciate to
%56,000 and over next two- to thrée-
years to 360,000 and ¥65,000. Froma
long-term trend perspective, %47,550
is a key support.

MCX-Silver (¥64,980)

The March futures contract of silver,
like gold futures, began last week with
a small gap-down. It opened at
63,603 versus preceding week’s close
of ¥64,231; but slightly recovered.
Comparatively, over the past couple of
weeks, it has underperformed the yel-
low metal. While gold futures is down
by about 6.1 per cent from its recent
high, silver futures has lost 9.5 per
cent.

However, unlike the former, the
price of the latter is above the 50-and
200-DMAs and the MACD is hovering
the positive territory, indicating a cer-
tain degree of positivity. That said,
rather than going long at current
levels, one can consider initiating
short-term longs if price breaches the
nearest hurdle at 368,000 with con-
siderable volume. Because this can
bring in fresh bulls which were held
back fearing the potential shift in the
near-term trend to bearish.

Investors or traders looking to
make fresh entries with holding hori-
zon of one year and more can consider
building up longs gradually. Silver fu-
tures can potentially rally to 375,000
in a year, and to ¥80,000 and 85,000
in a couple of years.
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