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GLOBAL Change in % 52-Week
Price  Weekly Monthly Yearly High Low

Metals ($/tonne)

Aluminium . 1893 0.9 0.2 47 2603 1775
Copper - 6487 2.7 -1.1 -2.9 7324 5810
Iron Ore 81 -0.9 -0.6 325 89 58
Lead 2002 -0.4 -6.7 -16.4 2545 1867
Zinc 3000 5.4 6.6 -8.7 3333 2285
Tin 21447 -0.2 -1.4 1.3 22049 = 18400
Nickel 12897 -0.1 -06 -27 15749 10437
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“GLOBAL Change in % 52-Week
Price  Weekly Monthly Yearly High Low

Metals ($/toniie)

Aluminiur 1864  -15 038 62 2603 1775
Copper 6385 16 25 58 7324 5810
Iron Ore 8 {61 - 40 38.7 89 58
Lead 1965 18 57 174 2545 1867
Zinc 2981 06 6.4 80 3253 2285
Tin 30 15 22 02 22049 18400

Nickel 12987 0.7 -43 -2.2 15749 10437
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LGLOBAL Change in % 52-Week

i Price  Weekly Monthly Yearly High Low
Metals ($/tonne) '
Aluminium 1844 -11 -0.2 -22.4 2603 1775
Copper 6464° 12 -0.5 -4.8 7324 5810
Iron Ore 88 2.6 8.6 423 89 58
Lead 1907 -2.9 -1.7 -18.1 2545 1867
Zinc 3031 1.7 49 -1.8 3253 2285
Tin 20710 -2.0 -3.2 13 22049 18400
Nickel 12941 -0.4 -0.6 53 15749 10437
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ISTOCK.COM/ALEXLMX

GURUMURTHY K
Gold prices tumbled, contrary
to expectations ‘of a rally, to
$1330 per ounce levels, last
week. The global spot gold
prices failed to breach the key
level of $1320 for the second
consecutive week. The yellow
metal madea high of $1324and
plummeted below the psycho-
logical level of $1,300. It made a
low of $1286 and bounced
slightly higher from there to
close at $1,292 per ounce, down
1.6 per cent for the week.

Silver, on the other hand,
slumped about 2 per cent last
week. The global spot silver
prices declined sharply, break-
ing below the key support level
of $1535. It tested the psycholo-
gical support level of $15 before
closing the week at $15.12 per
ounce,

On the domestic front, the
gold and silver futures contract
on the Multi Commodity Ex-

change (MCX)
fell in tandem with

the global prices. However,
theloss in the domestic market
was slightly lower than the fall
witnessed in the global prices.
The MCX-Gold futures contract
was down 13 per cent. The con-
tract has closed at¥31,734 per10
gm.The MCX-Silver futures con-
tract, on the other hand, was
down 1.6 per cent. It closed the

positive. An up-move to 97.8 is
likely in the coming days. Such
an up-move in the dollar index
can continue to keep gold un-
der pressure. This keeps the
possibility high for gold prices
to fall further in the coming
days.

On the other hand, gold can

Short-term outlook
turns negative
for gold

The yellow metal has to rise past
$1,310 to regain strength

per ounce) has a key resist-
ance at $1,300 and then in
the $13054,310 region. A
strong break and a decisive
close above $1,310 is needed
tobring back the bullish sen-
timent.Insuchascenario,gold
can revisit the $1,320 levels and
alsorise to $1,330 thereafter.

But as long as gold remains
below $1,300, the outlook will
be negative. A dip to $1,285 and
$1,280 is possible in the near
term.

A break below $1,280 will in-
crease the likelihood of the fall
extending to $1,275 and $1,270
thereafter.

the contract extending its
down-move to31,130.

The contract will get a
breather only if it makes a de-
cisive close above ¥32,000. In
such a scenario, the downside
pressure will ease and the con-
tract can rise to X32,500.

Silver outlook

The psychological support
level of $15 has been holding
well for the global spot silver
($15.12 per ounce). As long as it
trades above $15, a range-
bound move between $15 and
$15.2 is possible in the near
term. A break above $15.2 can
take the prices higher to $15.4.

In such a scenario, silver can MCX-Gold
trade in a sideways range supports:
between $15 and $15.65 in the !3'1)?5%0[3.1 270
short term. Resistances:
On the other hand, if silver %32,000132 ’500
declines below $15, it can dip to i :
$14.85. A further break below
$14.85, though unlikely, can MCX-sitver
drag silver lower to $14.5 and Supports:
$14.35 thereafter. %37,000/36,500
The outlook for the MCXSil- Resistances:
ver (¥37,761 per kg) contract is ¥38,000/38,500

negative. The psychological
level of $38,000 will now act as
good resistance.

A fall to 337,000 looks likely
inthe near term. Astrong break
below%37,000 will increase the
downside pressure and can

weekatX37,761 per kg. get a breather if the dollar in- On the domestic front, the drag the contract lower to
dex declines below 97. MCX-Gold (31,734 per 10 gm) 36,500 or even 336,000

Dollar strength A fall below 97 can take the has been oscillating around  thereafter.
The US dollar index gaining indexlowerto96.8and 965in 32,000 over the last three The outlook will turn posit-
strength triggered the sharp the near term. It will also in-  weeks. The bias on the chartis  ive for MCX-Silver only if it de-
fall in the bullion prices last ~ crease the possibility of the in-  negativeaslongasthe contract ~ cisively breaks above %39,000.
week. The index closed at 9728  dex revisiting 96 levels trades below 32,000. The im-  But such a strong move looks
andwasupaboutapercentlast thereafter. mediate supportisat¥31,500.  unlikelyatthe moment.
week. % Abreak below it can drag the

Thedollarindex hasrisende- ~ Gold outiook contract lower to ¥31,270.Afur-  Thewriter is Chief Research
cisively above 97. As long as it The near-term outlookis negat-  ther break below 31,270 will  AnalystatKshitij Consultancy
trades above 97, the outlook is ive. The global spot gold ($1,292  then increase the likelihood of ~ Services,
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Cement prices to witness h

@ The prices have '
.gone up by Rs 50 per
bag in last 30 days

¥ Business Bureau

THE real estate sector which is
already passing through a slow-
downislikelytosufferyet anoth-
er blow as cement prices are all
settosurge. The prices of cement,
considered as one of the major
componentsin constructionsec-
tor, are going to see hike of Rs 20
per bag with effect from April 1.

Interestingly, the cementman-
ufacturers have increased the
prices for second timein last one
month. Recently, the prices had
gone up by Rs 30 per bag. The
prices have gone up by Rs 50 per
bag in last 30 days.

On Sunday, a cement bag of 50
kg was sold at a price of Rs 280

(including GST) innon trade cat-
egory (for bulk buyers) while Rs
295 (including GST) in retail cat=
egory. However, thepriceswill see
the new price tag of Rs 300 for

non trade category and Rs 315
for retail customers (including
Goods and Services Tax).

“We are surprised to see that
all the manufacturers are simul-

taneously inflating the prices
which is a very rare phenome-
non. It also shows that the man-
ufacturers have joined hands to
manipulate the prices,” said one

. of the leading cement dealers in
the city on a condition of
anonymity.

Hesaid thatmostof the cement
manufacturershave formed ‘car-
tel’ to manipulate the prices.

“'Iheyareallresoningtouneth-
ical market practices as there is
noonetocontrolthem. Itisgoing
on for the past few months and
the customers are facing
the hardship,” he said.

He also said that there are oth-
er factors that could push the
prices northwards, “There is no
extra demand for cement in the
market. On the contrary, we are
witnessing a kind of drop in
demand since the companies
hiked the prices recently by Rs 30
per bag,” he said adding that the
demand may further dip in
coming days.

Another cement dealer, who

* also preferred not to be quoted,

ike of Rs 20 per bag from today

said that many builders and
developers haveraised eyebrows
overtheprice hike. “Someof them
have already cut short their
demand for cement. Individual
buyers are also expressing dis-
satisfaction over this. It is going
to bnng sluggishness in the
sector,” he said.

Sourcestold The Hitavadathat
prices will continue to fly high
duringsummerseason. “Though
thereis no additional demand, it
seems that the companies would
not dilute the prices in summer.
However, in the beginning for
rainy season, the prices are
expected to drop significantly,”
said the sources.

The sources also said that the
companies are created artificial
shortage of cement is some cat-
egories to earn money. “It is pos-
sible only when all the compa-
nies come together,” they said.

\
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‘US, China may arrive at a middle ground in trade talks’

SATYA SONTANAM

Gopal Agrawal, Senior Vice-President
- Equity, DSP Mutual Fund, closely
tracks commodities and
international trade. In an interview
with BusinessLine, he says the
US and China will perhaps
arrive at a middle ground in
the trade war, and the
outlook for base metals is
balanced to positive in
the next one year.
Excerpts:

What are your views on the
on-going trade tensions?
The trade tensions currently are
due to the imposition of 10 per
cent tariff on goods exported from
China. The effect, so far, has
not been detrimental.
The real issue will crop
up when the proposed
tariff of 20-25 per cent
is imposed on goods
valued at about $300
"/ billion. We will feel the
heat if negotiations fail.
But in the end, the US
needs China and vice-
versa, They would,

GOPAL AGRAWAL

probably, find a middle ground.

But China’s February exports
already seem at a multi-year
low..

China's trade in February was
down because of early Chinese
New Year. If we consider the trade
balance figure for two months —
January and February 2019 —on an
aggregate, it was 5 per cent trade
surplus. Trade balance is deterior-
ating, but I think the situation is
still under control.

Will China’s stimulus measures
help spur infrastructure growth?

The real impact will be felt when
the proposed tariff of 20-25 per cent
is imposed on goods valued at
about $300 billion

Senior Vice-President - Equity, DSP Mutual Fund

China’s stimulus measures may
not benefitinfrastructure. Its focus
has shifted from developing infra-
structure to boosting
consumption.

What's your outlook on the
prices of base metals in the next
one year?

Every metal has a different dy-
namic. In the case of aluminium,
the global output is almost bal-
anced, as China has surplus, and
the world, ex-China, faces a minor
deficit.

Low energy prices due to defla-
tion in the world limit the cost of
production and increase metal
prices. | expect aluminium to bot-
tom close to $2,000 per tonne (in-
cluding premium of $100 per
tonne).

Coming to copper, though there
is a global deficit, prices are not ex-
pected to flare up as there is a slow-
down in the economy. Technically,

copper prices should be three
times that of aluminium'’s.

Zinc is a metal for which there is
aclear deficit globally. We are likely
to see strong prices for this metal —
$2,500 plus per tonne.

And, lead is a by-product of zinc.
The primary driver for lead de-
mand is lead acid batteries, which
can be replaced by advanced bat-
teries when electric vehicles take
to the roads. And many countries
are banning lead because it is carci-
nogenic.

Other than this, there is no big
fundamental driver for lead. Prices
of this metal will move in line with
that of zinc, but should remain
around $2,000+$200 per tonne.

So, overall, I see a balanced to
positive outlook for the base
metals industry.

The only risk to my assessment
is, if protectionism goes to greater
heights, global trade will be af
fected and drag prices.

KI

\OW
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CTHEMETAL'S

METTLE

With commodities being inherently vo

ile, should you avoid base

metal stocks inyour portfolie? We dissect the fundamental drivers
of four of the most traded metal8 to get some answers

Contd..

on Page 6
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—
he year 2018 was quite disappoint- 1-yearstock  Current 3-year Consol. revenue  Consol.net profit
ing for all base metals, in contrast return (%)  P/E average P/E  (3-year CAGR%)  (3-year CAGR%) |’
. to the good performance in 2016 Hindalco 4 7.5 16.6 3 S s
and 2017. The LME (London Metal [y, o~ E36T Pase A . 8
Exchange) prices of the five traded %
base metals — zinc, aluminium, copper, lead L, 2 35.6
and nickel —have declined owing to global un- Hindustan Zinc -8 13.8
certainties triggered by trade tensions NALCO 17 e T
between the US and China. Gravita India 48 208

Besides external factors, specific events that
i d-the fund Is of metals too im-

¥
pacted prices through last year.

News of US sanctions on Russian alu-
minium firm, Rusal, spiked the prices of the
metal, taking it to a multi-year high. Closure of
Vedanta's copper unit in Tamil Nadu impacted
the price of LME copper. A 25 per cent hike in
import tariff on steel by the US, made zinc
prices fall steeply by almost 24 per cent, as zinc
isthe key inputin the production of steel. Lead
prices fell, following the price action in its sis-
ter metal zinc, though there was no specific
event directly related to the metal.

Owing to the inherent volatility of these
commodities, should you avoid base metal
stocks in your portfolio? We dissect the funda-
mental drivers of four of the most traded
metals to get some answers.

Copper: Margins could be under pressure

" In line with the decline in prices of all metals
in 2018, copper prices traded on the London
Metal Exchange fell by about 17 per cent.

But the softening of trade tensions between
the US and China and the decline in LME in-
ventory of copper have lifted the prices since
the beginning of this year. But is this good for
the Indian copper industry?

Not really. This is because most of domestic
copper players such as Hindalco and Vedanta
import copper concentrate and convert it to
the copper metal. The price of the copper con-
centrate is fixed by deducting the global treat-
mentand refinery charges (Tc/Rc) on a particu-
lar day from the LME prices.

Movement of Tc/Re charges is based on the
global production of copper ore. If production
is high, demand for smelting increases and
the Tc[Re chargesalso rise. But the non-availab-
ility of copper concentrate in the global mar-
ket moderated the Tc[Rc charges in the last
couple of years.

A recent report by Yes Securities says that
global treatment charges slumped to $79 a
tonne last December, from a high of $105 per
tonne in 2016. Lower Tc/Rc charges increase
the cost of imported copper concentrate for
domestic players and reduce their margins.
Performance of domestic players has, there-
fore, not been impressive so far in FY19.

Vedanta's copper plant remains shut due to
environmental issues and Hindalco's copper
unit is under pressure, because of lower
volumes and declining realisations caused by
lower Tc/Rc. The operating profit of the copper
plant for the nine months ended December
2018 was 1,154 crore, down 5 per cent from a
year ago. .

However, to hedge against volatility in the
LME prices and the Tc/Rc charges, Hindalco is
increasing its focus on value-added products
such as CC (copper cathode) rods. This has
helped boost revenue, despite a fall in volumes
and realisations in the third quarter of Fy19.
But it has failed to translate into similar
growth in earnings, owing to the higher input
costs of coal and fuel.

According to CRU (Commodity Research
Unit), the global mine output is expected to
grow at a compounded annual rate of 1 per
cent between 2016 and 2022 compared with
4.7 per cent between 2011 and 2016. Slow min-
ing output Is expected to be an impediment to
the rise in the metal's Tc[Rc charges.

This would put pressure on the margins of

Hindalco’s copper unit unless it siﬁniﬁcamlz
—

Source: Bloomberg, Capitaline Plus

increases its share of value-added products.

In case of Vedanta, it would continue to lose
about 5 per cent contributed by its copper unit
to the operating profit, until it is opened.

Hindustan Copper, a relatively smaller but
integrated copper company, would benefit
from rising refined metal prices.

Aluminium: Higher cost, a dampener
While the tight global supply of aluminium is
supportive to prices, weaker demand in the
large consuming geographies — Europe, US
and China — is expected to keep prices of the
metal subdued.

Norsk Hydro, one of the largest aluminium
companies worldwide, estimates global
primary aluminium demand to grow by 23
per cent in 2019, down from 4 per cent in 2018.

Experts believe that the current deficit in
the aluminium market is temporary, caused
by shutdown in capacity on account of lower
prices. Smelters in China would be reopened
once the prices of the metal go up; this will
again exert pressure on the prices.

In India; though the production and con-
sumption of the metal are healthy; prospects
of Indian players do not look very impressive
due to increased production cost.

A report titled ‘Need for an Aluminium
Policy in India’, published on NITI Aayog web-
site, states that from 2003 to 2018, the cost of
producing aluminium in India has increased
73 percent. This was higher than the rise in
LME prices of aluminium, which grew 64 per
cent in the same period. The report states that
India has the highest cost of production
among the larger producers of aluminium
such as Canada, Russia, Norway, and China,

a

mainly due to higher taxes on mining and
power costs. The rise in the cost of alumina, a
key input, also dragged down profits. Power
and alumina costs of an aluminium company
accounted for about 80 per cent of sales in the
first nine months of FY19, up from about 60
per cent of sales in FY17.

Companies are not able to pass on the in-
creased costs to customers because sales hap-
pen at the LME prices of aluminium, which
factor in the global supply and demand situ-
ation. Among the three major aluminium
players in India — Nalco, Hindalco, Vedanta — -
Nalco seems to be better placed with higher
margins. This is because Nalco is self-sufficient
in alumina mining reserves. After meeting its
own requirement to produce aluminium
metal, it exports the balance at high margins;
this boosts the overall profits.

Though Hindalco's Indian aluminium seg-
ment is under pressure, the company’s US sub-
sidiary, Novelis — producer of rolled aju-
minium and beverage cans — offers good
prospects due to strong demand and cost-con-
trol measures.

Indian aluminium segments of Hindalco
and Vedanta are feeling the pinch, recording
de-growth in operating profits due to lower
LME prices and higher costs. However, the
companies’ increased focus on value-added
products from upstream aluminium business,
is expected to give a leg-up to profits.

Zinc: Watch out for production ramp-up
Zinc lost its sheen in 2018 as the metal’s LME
prices fell steeply by about 24 per cent over the
year. This impacted the top line of zinc-produ-
cing companies.

Contd.from Page5

Contd.onPage7
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The fall in prices could be attributed signi-
ficantly to the imposition of 25 per cent tariff
on steel imports by the US.

Zinc prices are influenced by the steel in-
dustry as more than 50 per cent of zinc is con-
sumed for galvanising steel. ?

In addition to lower realisations, India’s
largest zinc producer, Hindustan Zinc, was
also impacted by the reduction in output.

The company, which has a near-monopoly
in the zinc market in India, has moved com-
pletely from open pit mining to the under-
ground mining, since the beginning of FY19.

Affected by this transition, the company’s
zinc production has fallen by about 11 per cent
in the nine months ended December 2018.

During the said period, the company’s total
operating profit fell by 14 per cent to ¥6,568
crore due to lower volumes and realisations
and higher cost of production (CoP)in the zinc
segment.

The CoP of zinc went up by 12 per cent Y-0-Y
significantly on account of rupee depreci-
ation, as two-thirds of the company’s costs are
dollar-linked.

The production loss from the company led
to India becoming a net importer of the metal
after being a net exporter for the past few
years.

In 2018, while zinc exports declined by 22.8
per cent to 217,000 tonnes, imports increased
by 9.4 per cent to 186,000 tonnes, compared
with 2017, as per CARE Ratings.

The LME prices of zinc are expected to move
up due to deficit in the global market. Global
zinc deficit in 2018 was 3,93,000 tonnes. Ex-
perts believe that zinc prices will rally to at
least $3,000 per tonne, going forward.

Meanwhile, Hindustan Zinc is ramping up
its underground mining and is confident of
achieving a production target of 1.2 million
tonnes in FY20, a growth of 20 per cent from
FY19.

Consumption, which depends on the steel
industry, is expected to be healthy with in‘
crease in demand in segments like pre-engin-
eered buildings, general engineering, railway,
and other government-aided infrastructure
projects. k

The recent GST rate cut announced on real-
estate projects too should help revive. con-
sumer demand.

This, along with cost-control measures, will

help Hindustan Zinc go back to higher operat-
ing profit levels.

Lead: stable outlook

The LME prices of lead have also fallen by more
than 20 per cent in 2018, taking cues from its
sister metal, zinc, and uncertainties in global
trade. Like any other metal, lead is derived
from primary and secondary (recycled metal)
sources. Since recycled lead is as good as the
primary output, 65 per cent of the global
metal’s output is derived from recycling.

However, recycled lead and primary lead are
traded at the same price on the LME. In India,
while Hindustan Zinc is the only key player in
the primary market, there are nearly 448 play-
ers for metal recycling, mostly from the unor-
ganised sector.

In FY19 (nine months ended December 2018)
Hindustan Zinc witnessed 20 per cent Y-0-Y
growth in lead’s revenue on account of higher
output and rupee depreciation, despite the
LME realisations falling sharply. For Gravita In-
dia, a secondary lead metal-producing com-
pany that imports scrap and exports mainly
the finished product, though revenue grew,
margins were under pressure perhaps due to
lower realisations and higher costs.

Demand for lead is driven mainly by lead
acid batteries used in automotive and indus-
trial sectors. The prices of lead are expected to
move up due to limited supply of global lead
concentrate. Consumption too may grow at
2-3 per cent per annum in the next five years.

Contd.fromPage 6
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How the pie breaks up
Contribution to operating profitin FY18

@ Copper
@® Lead

& Aluminium @ Zinc

@ Others (in %)

Hindalco

Vedanta*

Hindustan
Copper

Hindustan
Zinc

#Zinc and Lead

Gravita
India

R re = s2er

*Operating profit from zinc segment includes profit from
Hindustan Zinc, a subsidiary of Vedanta
Source: Annual Reports
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Commodities’ best quarter since 2016 may be a fough act to follow

BLOOMBERG

Aprill

Commodities had their best
quarter in almost three years,
driven by supply concerns
and optimism over demand.
Investors, though, might not
want to get too cocky.

Now, the outlook for de-
mand is running into troub-
ling signs in the USand China,
the two biggest consumers. In

als rose more than 6 per cent,
the most since the three
months ended in June 2016.
Crude oil paced the advance,
while nickel led gains in in-
dustrial metals. A surge in
January propelled the index
amid bets on resilient global
economic growth and signs of
tight supplies in many
markets.

Optimism has faded, with

dovish stance at the US Federal
Reserve on interest rates
could ease dollar strength, un-
derpinning commodities de-
mand.

Oiland gas

Oil prices stormed back in the
first quarter, recovering from
worries about a global over-
supply that pushed crude into
a nosedive to end 2018. The

trated production cuts by
OPEC, Russia and other major
suppliers, and the outlook for
interest rates in the US calmed
investors.

“We're in the later innings
of an expansion: we're not
calling for a recession in 2019,
but with the global growth
slowdown, its not going to feel
good in the second half for
earnings and for global trade,

gas prices are collapsing
across the globe as supplies
from the US to Australia flood
the market, sparking concern
some exporters will have to
curtail output and raising
questions about new invest-
ments.

While prices typically ease
at this time of year as mild
weather in the northern
hemisphere crimps demand,

Chinese government an-
nounced economic stimulus
measures.

For iron ore, troubles con-
tinue at top supplier Vale SA
following a January 25 fatal
dam breach in Brazil that
prompted shut-downs at sev-
eral mines.

One metal that may benefit
from economic angst is gold,
where futures posted their

earlyMarch, China cutitsgoal ~ the index falling in March as new year brought orches- even with a trade deal,” said aboom in output of the heat-  second straightquarterlygain
for = economic expansion, manufacturingand autosales Chad Morganlander, a ingandpower-plantfuelisex- on haven demand and the
while a report Thursday datd weaken from Europe money manageratWash-  acerbating the slump. outlook for low interest rates.
showed US growth cooled toChinaand central banks ington Crossing Ad-
more than forecast. look for ways to visors, which oversees Metals Agriculture

“It’s hard to make the case  shore up their $2.5 billion. Falling stockpiles and the out-  Among crops, even with the
that, overall,commoditiescan ~ economies. “The drop in oil prices  lookfor production deficitsin  fewest US acres planted in
stayin this uptrend,” said Rob  Still, even with in the fourth quarterand ~ some metals including cop- about a century, the hard red
Haworth, senior investment the uncer- early this year spurred a  per helped bolster prices in  wheatvarietyformerly known
strategist at US Bank Wealth  tainty, analysts rise in demand, and  thefirstquarter,withanindex  asKansas City wheat has been
Managementin Seattle,which ~ say commodit- supply issues of metals traded in London foundering.
oversees $164 billion. “Grains  ies demand has support the postingits first quarterly gain Abundant supplies in stor-
will have a tough time,and for  yet to fall out near-term since the end of 2017. age and sufficient rainfall, es-
industrial metals the underly- of bed, and outlook,” The rally in metals at the pecially in the top wheat-
ing question is: what reallyis  supply 4 said Jeffrey startof the year hashitaroad- growing state of Kansas, have
going on with China’s concerns Currie, block. While supply concerns  weighed on wheat prices. Sim-
growth?”. aren’t go- global head  are expected to persist, that ilarly in coffee, a glut led by a

In the first quarter, total re-  ing away of commodit- maynotbeenoughtofuelfur- record-large Brazilian crop
turns for the Bloomberg Com-  soon for many raw ies research at Goldman  ther price gains should de-  sent prices to the lowest levels
Qodity Indexof23rawmateri- materials. Also, a Sachs Group Inc. Natural mand ebb, even after the since2005.
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"NMDC iron ore production \.
touches 32.4 mtin 2018-19

OUR BUREAU

Hyderabad, April1
| NMDC, the largest producer
of iron ore in the country,
has crossed the 30-million-
tonne mark in iron ore pro-
duction and sales for the
| third consecutive year.

This achievement comes

despite the suspension of

Donimalai Mine operations |
for five months, no exports |
up to August 2018, highest
rainfall in Bailadila sector

and poor offtake in |
Karnataka during the first
quarter. |

NMDC produced 32.44 mt
and sold 32.38 mt iron ore |
during FY-19. ‘

During the year, NMDC's |
iron ore projects clocked |
their best in daily, monthly |
and annual production and
sales figures.

N Baijendra Kumar, Chair-
man and Managing Director
of NMDC, congratulated the
employees for their hard |
work and excellent team |
work. [

The CMD thanked all the |
stakeholders for their sup-
port and specially the Union ‘
Ministry of Steel and the Ch- |
hattisgarh government for
their support and guidance. |
The  mining  company
achieved  highest . ever
monthly dispatches of 37.95
lakh tonnes in March 2019
against the previous best of
3720 LT (January 2017). It
had highest ever single day
production of 191 LT
(31.03.2019) against previous
best of 1.63 LT (28.03.2019).

NMDC achieved highest
ever single day dispatches of
142 LT (16.03.2019) against
previous best of 1.40 LT
(04.03.2018).

During the year, it also
has witnessed to highest

ever exploratory drilling of
16,071 mtrs in 201819
against previous best of
15,065 mtrs in 2017-18 and
second highest production
of diamonds (38,033 carats)
after reopening of mines in
2009-10.
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REUTERS

London, April 1

Global demand for gold in 2019
will rise to the highest in four
years as higher consumption
by jewellers offsets a fall in pur-
chases by central banks, an in-
dustryreport said on Monday.

The world will consume
4,370 tonnes of gold this year,
the most since 2015 and up
slightly from 4,364 tonnes in
2018, consultancy Metals Focus
said.

Its Gold Focus 2019 report
also predicted gold prices
would average $1,310 an ounce
this year, up from $1,268 in 2018
and the highest since 2013.

» Gold currently trades
around $1,300 an ounce. Gold

consumption for jewellery will
rise 3 per cent this year to 2,351
tonnes, driven by increases of 7
per cent in India and 3 per cent
in China —the two largest mar-
kets—which will counter lower
demand in West Asia, Metals Fo-
cus said.

Purchases by the official sec-
tor, which surged almost 75 per
centin2018as central banks ad-
ded gold to diversify their re-
serves, will slip 9 per cent this
year to 600 tonnes, the report
predicted.

Physical investmentdemand
will remain Jargely unchanged
from 2018 at1,082 tonnes.

Metals Focus said gold sup-
ply would rise by 1 per cent to
4,707 tonnes, thanks to higher

(Global gold demand seen
hitting four-year high in 2019

mine production and recycling
and some producer hedging.

Helping gold prices to rise
would be the end of interest
rate rises by the US Federal Re-
serve, along with political and
economic uncertainty around
the world, Metals Focus said,
butitadded thatastrongdollar
would limit gains.

Gold is traditionally seen as a
safe place to invest during peri-
ods of uncertainty.

Higher interest rates hurt
gold because they make bul-
lion, which pays no yield, less
attractive to investors, while a
stronger dollar can depress de-
mand by making gold more ex-
pensive for buyers with other
currencies.
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Progress in
US-China trade talk,
factory data lift
sentiments

REUTERS

London, April 1

Nickel led base metals prices
higher on Monday after posit-
ive factory data from top steel
producer China raised hopes
for higher demand, while in-
ventories fell.

Factory activity in China un-
expectedly grew for the first
time in four months in March,
an official survey showed on
Sunday, suggesting govern-
ment stimulus measures may
be starting to take hold in the
world's second-largest eco-
nomy. Benchmark nickel
jumped 2.2 per cent to $13,265

per tonne by 0955 GMT, on °

track for its biggest daily per-
centage gain in more than a
month.

“(The rise) seems to be be-
cause of the improved PMI
numbers over the weekend,”
said Macquarie base metals
strategist Vivienne Lloyd,
adding that the senti-
ment had boosted
base metals.

On-warrant
stocks of nickel
available to the
market in LME-
approved ware-
houses are at
114,738 tonnes, their
lowest since 2012 and
down 11 per cent so far this
year. Inventories in ware-
houses monitored by the
Shanghai Futures Exchange
stood at 8,718 tonnes, having

Nickel leads base metals pack rise

halved since the middle of
November. But cash nickel on
the LME is trading at a dis-
count of nearly $90 to the
three-month contract, indicat-
ing stock levels remain high.
Macquarie expects a deficit
of 58,000 tonnes in the nickel
market this year, compared to
a shortage of 243,000
tonnes in 2018. Boost-
ing sentiment in
metals were re-
marks by the US
President Donald
Trump that trade
talks with China
were going very well.
LME copper gained
0.4 per cent to $6,506.50 a
tonne; aluminium rose 0.4 per
cent to $1,921; lead added 0.8
per cent at $2,034, while tin
inched 0.5 per cent higher to
$21,505. v
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'NMDC surpasses 30 MT output in FY’19

NEW DELHI, Apr 1 (PTI)

THE country’s top iron ore pro-
ducerNMDC on Monday saidithas
surpassed 30 million tonne (MT)
mark = in = production as
well as sales in 2018-19, for third
year in a row.

The state-run company has pro-
duced32.44 MT and recorded sales
0f32.38 MT iron ore during the just
concluded fiscal. “NMDC has once
again showcased excellent per-
formance for 2018-19. NMDC has
surpassed the 30 million tonne fig-
ure of production and sales for the
third year consecutively,” the com-
pany said in a statement.

Itsaid good production andsales
figures were recorded despite sus-
pension of Donimalai mine oper-
ations for five months, no exports
up till August 2018, high rainfall in
Bailadila sector and poor offtake in
Karnataka in the first quarter.

Duringtheyear, NMDC’siron ore
projects have - clocked
their best in a single day, monthly

and annual production and sales
figures. The companysaiditrecord-
ed “highestevermonthlydispatches
-37.95LT (lakh tonne) inMarch 2019
against previous best of 37.20 LT
inJanuary 2017” besides recording
“highest ever single day
produttion of 1.91 LT (March 31,
2019) against previous best of 1.63
LT (March 28, 2019)”.

NMDC said the highest ever sin-
gle day dispatches of 0.14 million
tonne (MT) wasrecorded on March
16 while the highest ever explorato-
ry drilling of 16,071 metres was
recorded in 2018-19. The company
also said it recorded the second
highest production of diamonds at
38,033 carats after reopening of
mines in 2009-10. F
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India, Chile ink 3 MoUs in fields
of mining, culture, disability

 SANTIAGO., Apr 1 (PTI)

PRESIDENT Ram Nath Kovind
on Tuesday discussed wide
ranging issues of mutual inter-
estwith his Chilean counterpart
Sebastian Pinera as the two.
sides signed three MoUs in the
fields of mining, culture and
disability.

Kovind, who arrived here on
Sundayaftervisiting Boliviaand
Croatia, is on the last leg of his
three-nation visit. “President
Pinera and I had a wide rang-
ing discussion on all issues of

mutual interest. We exchanged *

views and assessments of our
respectiveneighbourhoodsand
regions,” he said.

Thanking Pinerafor his strong
condemnation of the Pulwama
terror attack in Jammu and
Kashmir, the President said the
two countries have agreed to
work together to strengthen
global response to defeat and
destroy terrorismin allits forms
and manifestations, and hold
\those responsible, accountable

President Ram Nath Kovind inspecting the Guard of Honour
along with his Chilean counterpart Sebastian Pinera during a
welcoming ceremony at La Moneda presidential palace in

Santiago in Chile on Monday.

(PTI)

. American region. The bilateral

for their brutality against
humanity. ,

India offered trainingslots to
Chilean Armed Forces in the
premier defence institutions
including for courses in moun-
tainwarfare and peacekeeping.

Thetwo countriesalso agreed
to explore opportunities for oth-
er cooperation in the defence
sector. “The two countries
should also seize the opportu-
nity to jointly manufacture
defence equipment,” Kovind

said. Noting that the bilateral
relations between India and
Chile are on an “upward curve’,
Kovind said, “Today we have
signed three MoUs in the fields
of mining, culture and disabil-
ity. These would further
enhance our engagement in
economic, social and cultural
fields.” : :
Chileis the sixth largest trad-
ingpartner of India in the Latin

trade between the two nations
registered an impressive
increase of 50 per cent in 2017-
18, to reach USD 2.8 billion.
Kovind said he is hopeful that
the India-Chile Preferential
Trade Agreementwithincreased
tariff lines would further con-
tribute towards enhancement
of bilateral trade.

The President invited
Chilean companies to invest in
Indian mining, infrastructure,
defence and food processing
sectors under ‘Make in India),
‘Smart Cities’ and ‘Digital India’
programmes. : /
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B MOIL is also giving
utmost thrust on
expansion and
modernisation of
its mines to sustain
production levels
and attain capacity
enhancement

H Business Bureau

MOIL Limited, the largest pro-
ducer of manganese ore in the
country and a Mini Ratna
Schedule-A CPSE under the
administrative control of the
Ministry of Steel, has achieved the
highest-ever turnover of Rs 1,440
crore (unaudited and provision-
al) duringfinancial year 2018-19,
registering a growth of 9 per cent
over previous year.

Core production (non-fines,
i.e,, production excluding fines)
jumped 15 per cent during the
year. Total production crossed 13
lakhMTinFY'19 (upby9percent
y-0-y), which is the highest
achievementinlasttenyears. The
Nompanyhas also achieved high-

st-ever production of non-fines

MOIL posts best ever
performance in 2018-19

manganese ore. Non- fines sales
are also at a record-high of 11
lakh MT (up by 13 per cent y-o-
y). The total production growth
in last three years is around 30
per cent. Currently, MOIL holds
34 per cent of manganese ore
reserves of the country and is
contributing 50 per cent of the
domestic production.

MOIL is also giving utmost
thrust on expansion and mod-
ernisation of its mines to sustain
production levels and attain
capacity enhancement. Projects
ofsinking of second vertical shaft
at Chikla mine and shaft deep-
ening at Kandri and Balaghat
mineshavebeen completed dur-
ingtheyear. Thesewill enable the
Company sustain enhanced lev-
elofproduction from these mines.
Its projects of shaft sinking at
Ukwa and Munsar mines and
high speedshafts at Balaghatand
Gumgaon mines are progressing
as per schedule. o

Inaddition'to the above, devel-
opmentand productionactivities
havebeen started during the year
at Parsoda (in Nagpur district) —
11th mine of MOIL.

/
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MCX settles fifst aluminium
physical-delivery contract -

OURBUREAU
Mumbai'Aer}
Multi Commodity Exchange
executed delivery of 10 tonnes
(2 lots) of aluminium under
the first compulsory delivery
futures  contract
Tuesday.

The delivery was
given by Indu Cor- &«
poration, through
IIFL Wealth Man-
agement, while the
buyer was Phoenix
Industries via Motilal
Oswal Financial
Services.

The LME-approved 99.97 per
cent purity ingot was delivered
at the MCX approved ware-
house at Bhiwandi, Thane dis-
trict. The delivery was effected
through MCX Clearing Corpor-
ation’s Electronic Commodity
Receipts Information System,
ComRIS.

On January 3, MCX launcked
the first domestically bench-
marked, compulsory deliver-
able aluminium futures con-
tract of 5 tonnes to be settled
on polled domestic spot prices

from market participants.
MCX rupee-quoted
contractsaugurwell
for hedging cur-
rency risks and
commodity price
volatility driven by
both international
and domestic factors.
Mrugank Paranjape,
Managing Director, MCX, said
the seamless delivery through
the exchange mechanism will
help further integrate physical
and derivatives markets, en-
abling the emergence of a
stronger market-based facility
forriskmanagementand price
discovery in the Indian metals
market.

on

13




BUSINESS LINE
DATE : 84/2019 P.N.13

| Gold holdsnear
 four-week low

| REUTERS
April 2
Gold prices were close to their
lowest in around four weeks on
Tuesday as robust economic data
from the United States and China
tempered concerns of a global
slowdown, boosting. the dollar
and riskier assets.

Spot gold was up 0.1 per centat
$1,288.79 per ounce at 1148 GMT,
having touched its lowest since
March 7 at $1,284.76 earlier. US
gold futurés were unchanged at
| $1,293.80 an ounce. “Gold contin-
| ues to struggle with the bullish-
ness we are seeing across the
other sectors Today, the
primary driver is the continuous
strength of the dollar,” said Saxo
Bank analyst Ole }Hansen.
“(Global slowdown) concerns are
most certainly easing’ It's too
early to say they are gone but
they have eased, and with that,
also the need to have protection.”

6old is seen as a hedge against
political and economic uncer-
tainty. World stocks hovered just
under a six-menth high, suppor-
ted by strong manufacturing
data from the United States and
China. Silver slipped 0.6 per cent
to $15.02 per ounce, while plat-
inurh fell 0.1'percent to $846.59.
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COMMENTARY

GCHANDRASHEKHAR

Unlike the last quarter of 2018
when the base metals market
sawa sell-offin the wake of rising

hawkish stance of the US Federal
Reserve regarding interest rate
hikes, in a positivenote, the first
quarter of 2019 saw a reversal of
the sell-off, based on hope. If any-
thing, risk appetite increased in
the last two months.

The hope stemmed from a
combination of factors. The
softening stand of the US Fed,
which indicated a pause in rate
hikes for this year; anticipation
ofaUS-Chinatrade deal, the stim-
ulus announced by China and, of
course, rising crude oil rates ex-
erted acombined impact.

All metals, except lead, gained
during the quarter. Indeed,
~ nickel soared by a fifth to over
$13,000 a tonne, while cop-
per traded at over
$6,500 a tonne. No
wonder, the LME base
metals index rose by
over 9 per cent dur-
ing the quarter.

Clearly, speculative
investments in metals
played a marked role in the
price performance.

China’s tax cuts have kicked in
from April 1. However, theyuanis
gradually weakening. Yet, the
metals market has absorbed
these and remained largely un-
moved.

So, the big question is whether
the positive sentiment will sus-
tain. Market participants con-
tinue to remain in palpable
doubt if the price rally will sus-
- tain or peter out because of geo-
political instabilities, growth
concerns and Event risks. So, in
reality, the base metals sector is
staring ata crossroads and is un-
clearabout which road to take.

Will the macro headwinds
subside? There are reasons to
think positive. A view is gaining
ground that both the US and
China cannot afford a worse con-
frontation and therefore, polit-

fears of global recession and the .

“Base metals at crossroads

ical considerations will ulti-
mately prevail. Additionally,

there are positive signs that

fixed-asset investment in China
isrecovering.

Progress on the direction of
trade talks is key because of
tough negotiations."A positive
outcome of the talks will surely
provide a much-needed boost to
the metals market although
thereisabelief that the talks may
drag on for some time. While the
US Fed has indicated a pause in
rate hikes, corporate invest-
ments in the US continue to ac-
celerate. This is also seen positive
for metals demand.

It is in these evolving circum-
stances and uncertain times for
global growth that new capacit-
ies of steel production have been
planned. According to the OECD
Steel Committee, the world is
already facingasituation of over-
capacity. The Committee has es-
timated that global production
capacities will grow by 4-5 per

cent between 2019 and 2021.
This will be on top of an
estimated overcapa-

city of 425 million
tonnes last year.

Obviously,  the

planned steelworks
are going toadd to the
burden of overcapacity
ata time when world growth
prospects are far from prom-
ising and demand is decisively
slowing. It must be stated thata
part of capacities coming up in

China is a replacement for those |

shut down for environmental
reasons. Yet, steel prices are sure
to stay under pressure given the
excess capacity.

While on the weak outlook for
steel, it is interesting to find iron
ore prices rising in the wake of
supply disruptions faced by Aus-
tralia. This has come two months
after a disaster in Brazil that
squeezed supplies. Iron ore fu-
tures have made considerable
gains and are trading at around
$90atonne.

Thewriter is a policy
commentator and commodities
marketspecialist. Views are

.
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| FROM LAB OR LAND?

‘Establish authenticity of diamonds’
London, April 3

The US Federal Trade Commission, which
investigates allegations of deceptive advertising,
has sentwarning letters to eight companies to
insist they distinguish in advertisements
between diamonds from mines and those made
in laboratories. The FTCsaid it had found instances
where the eight companies advertised diamond
jewellery “without clearly and conspicuously
disclosing that the diamonds are laboratory-
created,” according to the letter. Analysts say
increased production of laboratory-grown
diamonds has lowered their price. The Diamond
Producers Association (DPA), which represents
mining companiesincluding De Beers, Rio Tinto
and Alrosa, welcomed the FTCinsistence. Reuters
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[Metal prices rise on hopes of US-China
trade deal; zinc gains on tight supply

London, April 5°

Zinc prices gained on Friday,
lifted by concerns about
short-term shortages, while
the wider industrial metals
complex was buoyed by op-
timism about a potential US-
China trade deal.

Copper, however, dipped
after a jump in inventories
this week raised questions
about rising supply.

Volumes were light with
Chinese participants away
and the Shanghai Futures Ex-
change (ShFE) closed for the
Tomb Sweeping Day holiday.
It will reopen on Monday.

Metals along with other fin-
ancial markets were lifted
after US President Donald
Trump said the United States
and top metals consumer
China were close to a trade

" deal that could be announced
within four weeks.

But analyst Carsten Menke
at Julius Baer in Zurich did
not believe this was justified.

“These markets already
moved higher a couple weeks
back because of stimulus
hopes in China, and now you
have the positive element of
progress on the trade talks,
but I don't think these two go
together,” he said.

“If you make the call that
with the trade “talks, China
will do better in the future
then the economy will need
less stimulus. Even if we get a
deal, which I think is quite
likely, I wouldn't expect any
major lift in industrial metals
demand.”

Zinc is the second best per-
forming metal on the London
Metal Exchange this year after

nickel, up 18 per cent as rising
supply from mines has faced
bottlenecks in being pro-
cessed into metal.

.Benchmark LME zinc was
up 0.8 per cent at $2,919 a
tonne by 1035 GMT.

The premium of LME cash
zinc over the three month
contract rose to $71 a tonne,
near the recent peak of $76.75
touched a week ago, which
was the strongest since early
January, indicating near-term
shortages in the LME system.

Copper stockpiles in LME-
approved warehouses re-
mained at high levels on Fri-
day after having surged this
week, climbing to the highest
in six months and nearly
double the level three weeks
ago.

Copper i inventories at ware-
houses tied to the ShFE re-

mained near a nine-month
high. LME copper fell 0.1 per
cent to $6,447 a tonne.

A Brazilian federal court
has scheduled an April 12
hearing on the year-long pro-
duction embargo at Norsk Hy-
dro's Alunorte alumina re-
finery in  Brazil, the
Norwegian company said.

A group of Mongolian legis-
lators has recommended one
of the agreements underpin-
ning Rio Tinto’s Oyu Tolgoi
copper mine should be
scrapped  and  another
changed, adding to the pro-
ject’s political problems.

Three-month LME alu- °
minium rose 0.2 per cent to
$1,898 a tonne, nickel gained
13 per cent to'$13,270, lead
dipped 0.2 per cent to
$1,991.50 while tin added 0.3
per cent to $21,145.

16




THE ECONOMIC TIMES DATE : 6/4/2019 P.

Vatsala.Gaur@timesgroup.com

Mumbai: Aluminium major
Hindalco is stepping up yearly
expenditure on controlling
emissions from its smelters to
Rs 1,000 crore beginning from fi-
scal year 2019-2020, a big leap
fromthe Rs50 crore peryearthat
it usually spends.

The capex will be spent every
"two years and by the end of 3-4
years, Hindalco hopes to make
all its five power plants emis-
sion-compliant, Satish Pai, MD
of Hindalco, said.

The decision to increase the ca-
pex is in line with the apex co-
urt's regulations of controlling
emission of nitrogen and sulp-
huroxidesand otherparticulate
matter by 2020, Pai told ET inan
interaction on the sidelines of
an annual meet of the The Xyn-
teo Exchange/India 2022. The
company's growth capex for the
yearis Rs 2,000 crore, that will be
used largely to fund the expan-
sion of Utkal Alumina by 500 KT.

The increase in emission cont-
rol capex is one of the many ini-
tiativesHindalco is takingasthe
share of environmentally cons-
«cious investors in the company

[Hindalco to Step .
Up Spending on
Emissions Control

Co to spendz1,000 cr in FY20; aims to make all
power plants emission-compliant in 3-4 years

: FILE PHOTO
rises. Currently, foreign inves-
torsown 27% in Hindalcoand in-
clude Nomura Holdings and
Franklin Templeton. Foreign
holdingof the stock wentup par-
ticularly after the company’s
Qualified Insititutional Place-
ment (QIP) in 2017 to raise Rs
3,300 crore.

"We are 27% foreign investors-
owned and it makes good busi-
ness sense for them to invest in
Hindalco versus other compani-
es," Pai said. "We don't shut
down in x,y,zplaces because peo-
ple around us are unhappy and
that comes ata certain cost." /‘
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Over 4 crore shares of
Wipro sold on Friday,
and bought by PSU
insurers forz1,150 cr

Our Bureau

Mumbai: The Central govern-
ment has raised 21,150 crore by
selling over 4.44 crore shares
of information technology ma-
jor Wipro.

‘The shares were offered by

perties forIndia, an agency un-
der the Union home ministry.
Market participants now ex-
pect the agency to sell shares it
holds in ACC, Tata Steel, Tata
Power, India Cementsand Gra-
sim Industries, amongothers.

The sale of Wipro shares hap-
pened on Thursday through
multiple block deals at a price
hof 2258.9 apiece. Shares of Wi-

the Custodian of Enemy Pro- .

LEFT BEHIND ININDIA
Enemy properties
include movable and
immovable assets of
Indians who migrated
to Pakistanor China
that weretakeninto
custody after the wars

pro gained 1.2% to close at 262
apiece on Friday.

All the shares being offered we-
re bought by state-owned entiti-
esled by Life nsurance Corpora-
tion of India (LIC), which only
subscribed to 3.86 crore shares
orover 85% of the offering.

Public sector reinsurer Gene-
ral Insurance Corporation of In-
dia (GIC) bought 38 lakh shares
while another state insurer New
India Assurance picked up 19
lakh shares, data compiled from

[Govt Plans to Sell Enemy Property™
Shares in ACC, Grasim, Tata Steel

stock exchanges showed.

Enemy properties are those
movable and immovable assets
of Indians who migrated to eit-
her Pakistan or China. These
properties were taken into the
custody of Indian government
in late 1960s after the wars with
both the countries.

Apart from large chunks of
real estate spread across major
Indian cities including New
Delhi, Mumbai and Kolkata,
there are also several other as-
sets including shares of com-
panies, jewellery thatarelying
with the agency.

Around 6.5 crore shares of 139
listed functional companies
and other unlisted companies
are held by the agency, whose
total value is estimated at
%2,500-3,000 crore.

In 2017, the government appro-
ved the process to divest the
equity shares held by the custo-
dian and the proceeds of these
sales were to go for state-owned
development and social welfare
programmes. /
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NEW DELHI, Apr 7 (PTI)

INDIA’S coal import increased
by 7.8 per cent to 212.11 mil-
lion tonnes in the April-
February period of FY19, a
report said.

the Government is looking at
relaxing the timeline for the 1
billion tonne coal production
target it had set earlier for Coal
India (CIL), which accounts
for over 80 per cent of the
domestic coal output.

The country produced
196.59 million tonnes (MT) of
coal in April-February period
of fiscal 2017-18, according to
the report by mjunction serv-
ices. “During April-February
2018-19, coal and coke
moqtrstoodﬂa( 2200 ML

This comes at a time when -

about 7.89 percent increase
over 196.59 MT recorded for
the same period last year,” it
said. Coal imports in the
month of February was at
18.31 MT (provisional) as com-
pared to 21.15 MT (revised) in
January 2019, it said.

Coal and coke imports in
February 2018 stood at 15.98
MT, according to mjunction’s
compilation.

“Coking coal imports saw a

ipasginal dedline ip;February,

India’s coal import rises 8% in Apr-Feb

primarily due to the firm
prices and not so upbaat out-
look for the Indian steel sector.
Real estate and auto
sector’s consumption of steel
was down, which impacted
production.

“Non-coking coal offers,
however, eased during the
month in select markets, lead-
ing to steady import demand,”
mjunction MD and CEO
Vinaya Varma said.

Mjunction -- a joint venture
between Tata Steel and SAIL --
is a B2B e-commerce compa-
ny and also publishes research
reports on coal and steel verti-
cals. Of the total imports dur-
ing February 2019, non-cok-
ing coal was at 13.86 MT,
against 14.59 MT imported in

. Japuary 2019, it said.
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