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‘Cement, coal, gas push August
core sector growth by 11.6%

Base effect |mpact too, as most sectors
had contracted last Aug due to Covud

< QURBUREAU
New Delhi, September 30

»~Aided by some base effect
and a strong show by ce-
ment, coal, and natural gas
sectors, the core industries’
output grew 11.6 per cent in
August, official data released

"% on Thursday showed.

This was better than the

- 9.9 per cent growth. recor- -

ded by the eight core indus-
tries — coal, crude oil, nat-
ural gas, refinery products,
fertilisers, steel, cement and
electricity — in July.

In August 2020, the core
sector output had contrac-
ted 6.9 per cent due to the
Covid-19 pandemic. :

May number revised
The Ministry of Commerce
and Industry has revised
downwards the May output
number to 16.4 per cent
from the provisional 16.8 per
cent announced earlier.
! The €ight core industries
account for 40.27 pér cent of
1 the weight of items included
in the Index of Industrial
Production (IIP).

On the sectoral front, Au-
gust cement production
surged a robust 36.3 per cent
(contraction of 14.5 per cent
in August 2020), followed by
coal output 20.6 per cent (3.6
per cent in August 2020);

! natural gas 20.6 per cent

(95 per cent) ar!d Blectricity
generation 153 per cent (-1.8
per cent). Refinery products
grew 9.1 per eent (-19.1 per
cent) and steel 5.1 per cent
(0.5 per cent).

However, fertilisers con-
tracted 3.1 per cent (7.3 per
cent) and crude oil 23 per
cent (-6.3 per cenc}

Impact on; P
Madan zf im-
nomist, Ratings, said

the core sector data contin-
ues to be driven by base ef-
fect and noted that IIP
growth is expected to be 11-12
per cent this month.

“On' the whole core sector
growth rate is encouraging
as it points to further accel-
eration during the course of
the year as the government
gets down to spending more
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as indicated to all ministries.

“Also, private sector in-
vestment in some pockets
would increase sustaining
the tempo” he told
BusinessLine.

e, & i
the | Ma(CGA) showed the

total revenue (from;fax-aad

NOD-tak . SOUICes) tOpping

U-mmm\pnw
gust againss, X3.7lakh crore

in the corresponding previ- _j

owuuul.am over,

Aditi Nayar, Chief Econom-
ist, ICRA, said that core sec-
tor growth has accelerated
for the second consecutive
month, despite a normal-
ising base, although the 11.6
per cent August print “mod-
estly trailed our expecta-
tions led by cement.”

Lull in rains helped
The pick-up to 1.6 per centin
August from 9.9 per cent in

- July was due to the lull in

rains, which supported
growth in coal, cement and
electricity, as well as higher
mobility that propped up
the growth in petroleum re-
finery products, she said.

“Although core sector
growth has improved, the
weak trend in auto produc-
tion is likely to weigh upon
the manufacturing output
in August, resulting in an IIP
growth of around 1112 per
cent, similar to the July
print,” she said
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HOLDERS of mining and quar-
ry leases, mineral traders and
mineral consuming industries
are facing problems in procur-
ingenvironment, forestand oth-
ers statuary clearances.

To address these issues,

Vidarbha Economic Devlopment
(VED) Council invited experts
from environment, forest and
mining sector and requested
them to address issues of stake-
holders. The experts felt that
there is need to harness full
potential of minesand minerals
inVidarbha by resolving various
issues from the Government.
. Ameetingon these issueswas
I heldrecentlyat the office of VED.
Expertsandconsultantsonmin-
ing, environment and forests
attended the meeting.

SNAgrawal, forest consultant,
suggested how the lengthy pro-
cedurefor procuringforest clear-
ance could be shortened.

AR Khan, retired officer from
the Forest Department explained
in details the procedure for

to harmess ul ptental of mines &

obtaining forest clearance for
undertaking mining operations
in forest areas: Khan also point-
ed out the mandatory distance
which a project proponent has
to keep from national parks,
sanctuaries, and ecological sen-
sitive zones and areas forunder-
taking mining operations.
Rajendra Choudhary, retired
Senior Deputy Director, DGM-

. Government. of Maharashtra,

informed participantsaboutthe
procedure of acquiring ‘Trade
License’ under provisions of
‘Prevention of Illegal Mining,
TransportationandStorage Rule-

2001’ and penalties for illegal -

mining, transportation and stor-
age of major minerals in
Maharashtra.

?F’W
P

Arun Deoras, alumnus of the
National School, of Mines
explained the difficulties lessees
face in submitting drafts of min-
ing plans online. '

PMaheshwari, Vice-President,
VED Council said that the
State/Central Governments
should come with an Amnesty
Scheme similar to Income Tax,
VAT and other numerous
statutes, so that closed mines
where mining operations had
been suspended for minor rea-
sons could bereopened and min-
ing operations resumed.

M SWaghmare, Retired Deputy
Controller of Mines, IBM dis-
cussed the amended provisions
of Mines and Minerals
(Development and Regulation)

LOKMATDATE : 110/2021 P.N.6

minerals in Vid

Act-2015/ 2021, and cautioned
stake-holderstopayattentionto
the amended provisions of law
and to act accordingly. He cau-
tioned stake-holders  to pay
attentiontoamendedprovisions
of law and to act accordingly.

B K Shukla, Mineral Law
Consultant and :Chairman -

8 Mines and Mineral Committee

of VED Council explained how - |
the procedure adopted for the
auction 6f mineral bloeksare not
in the interest of the mineral
«deyelopment of the nation.

He mentioned that out of the
153 mineral blocks auctioned so
far (up to June 2020), only 24
mineral bloeks (other than coal)
could start production and dis-
patch minerals.

‘ At the commencement of the
meeting, Shivkumar Rao,
President, VED said, “VED will
make every effort to harness the
mines and minerals potential of
Vidarbha which could be good
business if supported by the
Government.”

P Maheshwari proposed.the
vote of thanks, P
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Coal price increase will be balanced judiciously: Cc

ROY

Kolkata, October 1
At a time when power plants
in the country are facing an
acute shortage of coal on the
back of a sudden spurt in
demand and regulated intake
by power utilities, Coal Indla
Ltd has ramped up supplies to
restore “normalcy”. The
State-owned miner, which has
been witnessing gradual
scaling up in power
generation and increased
demand, is looking to increase
coal prices, albeit
“Judiciously”, so as to ensure
that it does not hurt demand.

In an exclusive interview
with BusinessLine, Pramod
Agrawal, Chairman &
Managing Director, CIL, talks
about production and offtake
targets for the current fiscal,
the possibility of a price hike
and the traction it has been
witnessing on e-auction
platform. Excerpts:

There are talks of a possible
price hike of coal. By how
much do you see prices

Iincreasing this fiscal? What
will be the impact on
demand?

Most input costs have gone
up significantly and it is time
we review our pricing struc-
ture. Price increase

will be balanced judi-
ciously. While pro-
tecting our bottom

line, we will also con-

sider the impact on

the price of energy in the
country, because a price in-
crease will influence various
commodities. We will not
rush, but rather plan the pro-
cess slowly, taking the views

of all our stakeholders and -

getting them on board. It
should not impact demand
much.

How do you see your
production and offtake this
fiscal, given that there has
been a surge in power
demand on the back of a
recovery In economic
activities post the second
wave?

Production and off-take tar-

gets for the current fiscal are
670 mt (million tonnes) and
740 mt. respectively. Power
generation scaling up is a
good sign for coal demand. If
the demand sustains then
our output and
suppy will witness a
positive jump.

CIL has envisaged a

capex of over
¥17,000 crore this fiscal. Do
you think this Is an
achievable target? What
are your capital investment
plans in thesnext one to
two years?
CIL’s major capex compon-
ents include land acquisition
and purchase of heavy earth
moving machinery sourced
from abroad. Spending on
evacuation  infrastructure

mhatw&wrwamdmmtlm
0. £6.270 crore in
llz.plrcmtevul

mmr

thecgld slurw.

Muna\namblrm cn.

build up like rail lines also
forms a major head. If State
governments facilitate ac-
quisition of land as sched-
uled, equipment is delivered
on time and the coal demand
sustains as expected then our
capex is surely achievable.
Primarily capex is driven by
coal demand.

We have more than
doubled our capex to close to
13,284 crore in FY21 com-
pared to 6,270 crore in FY20,
an increase of around 112 per
cent even amid Covid slump.
During Q1 of the current
fiscal, CIL’s capex witnessed a
robust two-fold increase to
1,840 crores, on a year-on-
year comparison, logging 118
per cent growth. This repres-
ents 94 per cent achievement
of the progressive target of

1,960 crore for April-June. It

. would be premature to pre-

dict capex plans of the ensu-
ing years.

A number of Gencos have
been facing trouble °
because of low coal stock.
Was this in the offing? How
do you see the situation
moving forward? What Is
CIL doing in this regard?
[CIL had] envisaged such a
situation and had been re-
questing Gencos, from Octo-
ber of last year, to
shore up
their stocks
by lifting
coal in-
stead of
regulat-
ing intake
to avert a
low

stock situation during mon-
soon. If you look at the begin-
ning of this fistal, power
houses had a comfortable
stock of 28.7 mt. Even at the
end of July it was 24 mt, at
par with the stock position of
the previous five years as of
that date. With the sudden
spurt in power generation,
demand for coal peaked in
the second half of August. We
have also been requesting
power utilities to maintain
the CEA prescribed 22-day
normative stock at their end.
Ideally, power houses should
have built up coal stocks. -
Despite monsoon chal-
lenges and non-payment of
outstanding duggCIL: sup-
plied 243 mt«#coal to power
utilities “during  April-
September 2021 (till Septem-
ber 28), almost 24 per cent
higher as compared to the
196 mt supplied to power
utilities during the same
period last year. Coal supply
to the power sector during
said period is also higher
by 11 per cent compared

¢

to the pre pandemic levels
when supplies stood at 218

power mt during April-September
rtable 2019.
at the
mt, at Your e-auction sales
tionof witnessed good growth
as of during the first quarter of
udden this fiscal. Do you see the
ation, momentum continuing
d in  moving forward?

Till August 2021, we booked
533 mt under e-auction, re-
gistering, a 42 per ‘cent
growth'overthe same period
last year. This is more than a

-two-and-half fold increase

compared to the nearly 20
mt booked during pre-pan-
demic April-August 2019,

~ With power generation
showing signs of recovery,
economic activity gathering
pace, and ascending interna-
tional coal prices showing no
signs of relenting so far, in-
dications are clear that there
would be preference for do-
mestic coal. In this scenario,
eauction  bookings

tain moving forward. We are

are -
bound to increase and sus-

oal India CMD

fairly confident/of eclipsing
the F¥21 all-time high e-auc-
tion bookings of 124 mt this
financial year. Having said
that, we ‘hope there would
not be a recurrence of Covid
which could be ‘potentially
detrimental to our sales, -

How do you see import
substitution happening in
the next one to two years?
Presently, with international
coal prices climbing up
sharply, consumers are opt-
ing for domestic coal. Till Au-
gust, under special spot e-
auction for coal importers,
74 per cent of the offered
quantity or 2.3 mt of coal was
booked with 44:per cent add-
on over notified price. But
overseas coal prices are
highly pliable in nature and

" price dynamics may change
rapidly. So, we prefer to keep .

watch on a month-to-month

‘basis. We could only hazard ¥

guess as to how the imporg
substitution scenario will
turn out twelve or twenty-
four months down the line.
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CHINA’S EVERGRANDE AND POWER CRISES

Commodities market likely to be volatile until early 2022

Demand may be hitin the long term as
construction, smelter activities could stop

SUBRAMANI RA MANCOMBU

Chennal, October 1

The commodities market —
mainly indystrial metals, coal
and soyabean — is likely to be
volatile forthe remaining part
of the year as also at the start
of the New Year due to the
power crunch and the Ever-
grande crisis in China, accord-
ingtoanalysts.

This is in view of China be-
ing the world's largest con-
sumer and producer of indus-
trial metals and coal, making
up over 50 per cent of the

~ global demand. “While China
largely determines the phys-
ical demand of metals and
coal, news coming out of the

country also affects speculat-
ive demand,” said Fitch Solu-
tions Country Risk and In-
dustryResearch (FSCRIR) inits
note on weekly commodities
strategy.

“The power crunchand sup-
ply woes are dominating the
metals complex. The power
shortage in China continues
to escalate and hit producers
along the supply chaindispro-
portionally” said Dutch mul-
tinational investment bank
ING’s economic and financial
analysisarm Think.

Fitch Solutions said it seesa
sharp rise in risks to metal
price forecasts as it continues
to monitor the situation in

i

Chinaespecially the two
biggest developments being
Everrande's financial issues
and the acute power shortage
being faced by the country.

Double-edged sword

ING Think said the er is-
sue could be a double-edged
sword. “This is positive for
metals prices. However, it is
also affecting semi-fabricat-
ing and downstream con-
sumers, which is negative for
prices,” it said.

“Uncertainty surrounding
Evergrande issue continues to
stoke volatility despite prices
having recovered since then.”
FSCRIR said.

Long-term effects
However, FSCRIR said it ex-
pects metals price volatility to

N

~

Piles of aluminium ingots at a stockyard in Wuxi, Jlangsu
province, China. The nation’s energy crunch has had a mixed
impact on the base metals market, as supply disruptions have
helped underpin a rally in aluminium s.oomserc

remain until the Evergrande
issue is officially resolved.
“Beyond short term price
volatility, there are a number
of ways the Evergrande situ-
ation will affect metals de-

BUSINESS LINE
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mand and prices in the me-
dium tolong term,” it said.

In the long term, this could
affect construction activities
and metal demand, FSCRIR
said, adding that the episode

could lead to a dampening out-
look for construction and its
metal demand for five years as
more regulations on credit and
local governments spending
maybeimposed. -

Fitch Solutions said the acute
power shortage in China is hav-
ing repercussions in global
metals markets with prices of
aluminium— the most-affected
by the crunch — rallying and
other metals gaining support
such as steel and copper over
the past week.

ING Think said the power
crunch in particular has af
fected smelters, affecting sup-
plies.

FSCRIR also said"the powe:
crisis has affected c[bwnstneam
activities, resulting in Tower off
take of metals in recent
months.

SHORT SILVER

Traders can short
silver futures if it
recovers to the price
afea of 61,500 and
¥62,500 and place
stop-loss at ¥63,700

AKHIL NALLAMUTHU
BLResearch Bureau

The spot gold exchange, which was un-
der debate for quite some time, seemsto
be finally taking shape. Last week, the
market regulator SEBI came up with a
framework through which all recog-
nized stock exchanges can launch in-
struments through which spot gold can
be traded. These are called Electronic
Gold Receipts (EGRs) which will be con-
sidered as securities, similar to stocks
held in dematerialised form. This is ex-
pected to make India a pricessetter of

-gold, from being a price-taker. The hope

is that supply-demand dynamics in In-
dia will have larger influence on do-
mestic price discovery in local ex-
changesand can improve transparency.
EGRs will be issued by vault providers,
who will come under SEBI regulations.
They will issue ereceipts ie, EGRs
against the physical gold that they hold
and these EGRs will be traded on the pro-
posed gold exchange.An EGR holder can
continue to hold it in the electronic

;ul oy
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wlshes to. Four, EGRs. right from launch
will be under regulatory purview.

Whiat it means to jewellery buyers
Should thls initiative take off, there will

form, sell it through the exchange oropt a benchmark price for
to take delivery of his holdings. The set- gold in the country; jewellery buyers
tlement processwillbedonebyclearing  can look forward to better pricing as it
corporation just like for stocks. enhances transparency. For people who

What it meansto traders
Right now, the list of avenues available

to take exposure to gold include Sover-

eign Gold Bonds (SGBs), gold derivative
contracts and gold ETFs (Exchange
Traded Funds), apart from digital gold
and holding coins/bars. Digital gold is
notwell regulated. The addition of EGRs
to this list is a welcome move. For one, it
isspot gold,and this has the potential to
become the benchmark price in India.
Two, there will be no lock-in period and
EGRs can' be bought and sold at any
time. Three, these are not derivative con-
tracts, as in there will be no expiry date

buy. jewellery for immediate usage,
EGRs may not be suitable. But con-
sumers who plan to buy jewellery for fu-
ture use can buy EGRs and take delivery
of gold at the time of requirement and
convert it to desired jewellery. That way,
the risk of storage is avoided, and it can
be a hedge against the possible increase
in price. Through EGRs, one can also
space out the investment rather than
buying all the required jewellery at one
£0.0ne need notworry about safetyand
purity as these are standardised and are
expected tobe governed by strictregula-
tions, Finer details like the unit size of
the EGR, lot sizes (like 1 gm EGR,10 gms

N |

etc.are yetto be known.

While the above were regulatory de-
velopments, on the trading front, gold
and silver witnessed a volatile week and
ended with a gain of 1 per cent each. On
the MCX, gold futures closed the weekat
¥46,506 (per 10 grams) as against previ-
ous weekly close of ¥46,079 and silver
futures ended at ¥60,550 compared to
preceding week’s close of ¥59,955 (per1
Kg).

MOX-Gold (T46,506)

The Decethber futures of gold on the
MCX saw its price dedlining through the
firsthalf of last week This resulted in the
contract slipping below the key support
of 46,000 briefly but recovered and
closed at ¥46,506, thereby remaining
within the range of ¥46,000 and
¥47,000.While the possibility of futures
staying in range is high, there are some
.bearish indications. The contract is
struggling to break past the falling
trendline,and the price is below both 21-

I'GCUOH

and 50-day moving averages (DMAs)
and bears seems to be constantly at-
tempting to breach the support at
¥46,000.

So, traders can stay on the fence and
initiate fresh short positions only if the
contract slips below the previous low of
¥45,705. A dynamic stop-loss is recom-
mended for this position .e., keep initial
stop-loss at ¥46,700 (21-DMA )Jand revise
it down as and when 21-DMA moves
lower; don’t revise upwards.

A break down from ¥45,705 means
the contract can touch the immediate

, support at ¥45,000. Subsequently, it

could even depreciate to ¥44,200. But
onthe other hand, if the contract moves
beyond ¥47,000, it can set its sight on
the resistance band at ¥47,800 and
¥48,000.

MOX-Sliver (¥60,550)
On Wednesday last week, the December
futures of silver on the MCX breached
the supportat¥59,200. This seemed like
the bears have gained complete control
and that the futures is heading for a free
fall.

However, bulls fought back strongly
and pushed the price upwards resulting
in a weekly close at ¥60,550. Although
this is does not mean a shift fropn rre-
dium-term downtrend, the chances ofa
minorrecoveryhave notdied out. There-
fore, the contract can see a rally to the
resistance band of 61,500 and 62,500,

So, traders can short silver futures if
the price recovers to the price area of
¥61,500and ¥62,500and place stop-loss
at 63,700 - its 50-DMA. The nearest sup-
ports from the afore-mentioned price
band ie., 59,220, and ¥58,000, can be
the possible targets for the shorts.

Butnote thatif the contractdec
breaches 262,500, the short
can turn bullish and the
turescan rallyro¥64,200ar
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JSW Steel acquires Neotrex Steel

Picks under-construction project from Jindal Family Trust

OURBUREAU
Mumbai, October2

JSW Steel has acquired Neotrex
Steel,
project to produce Low Relaxa-
tion PreStressed Concrete
(LRPC)strands, from the ]SW pro-
moters-owned company
Everbest Consultancy Services.
Everbest Consultancy Services is
wholly owned by Sajjan Jindal
Family Trust. JSW Steel will make
a strategic. investment of 96
crore in the under-construction
project to set up 144 lakh tonne
perannum LRPC strands withan
investment of %340 crore. The
project is expected to be com-
pleted by April 2023.

LRPCstrands

The project is being funded by
Z120-crore equity and a com-
pulsory convertible debentures
and remaining ¥220 crore will

an under<onstruction

-

be tied-up through external bor-
rowings. JSW Steel will be con-
tributing to 80 per cent of the
equity and CCDs aggregating
%96 crore.

[RPC strands are used in al-
most all types of heavy-duty in-
dustrial construction, high rise
buildings and infrastructure
projects.

The JSW Steel board approved
the acquisition of 51 per cent
stake in Neotrex Steel from

Everbest Consultancy Services

and its wholly owned subsidiary
Neotrex Steel Wires by way of
equity share and zero-coupon

CCDs at 1 crore, said the com-
pany.Following this, ]SW Steel in-
fused ¥33 crore in Neotrex Steel
and received equity shares
worth %145 lakh and zero-
coupon CCDs of ¥32.54 cTore, is-
sued at par. JSW Steel owns 80
per cent in Neotrex Steel and
made ita wholly-owned subsidi-
ary.“|SW Steel will investanother
52 crore in one or two tranches
by way of equity and CCDs dur-
ing the project period,” it said.

BusinessLine
Disclaimer: Readergare requested to verify
& make ap ‘enquitiés to satisfy

themselves about the, ‘veracity of an
advertisement befare nesppndnng to any
blished in this ° THG
PUBLISHING , PVT LTD, “the -Publisher &
owner of this newspaper, does not vouch
for the'authenticity of any advertisement
or advertiser or for any of the advertiser’s
| products andfos sesvices. in-no event can
the Owner, Publisher, Printer, Editor,
Directorfs, Employees of  this
newspaperfcompany be held
responsiblejliable in  any manner
whatsoever for any claims andjor damages
for advertisementsin this newspaper.
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