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India’s crude steel
output falls 10.6 pc
to 99.6 MT in 2019

INDIA'S crude steel production
fgll by 10.6 per cent to 99.6 mil-
pon tonnes (MT) in 2020, accord-
ing to the Worldsteel. The coun-
try had produced 111.4 MT of
crude steel in 2019, the World
Steel Agsociation (Worldsteel)
said in its latest report. *

In 2020, the global crude'steel
production also decreased to
1,864.0 MT for the year 2020, reg-
isteringafall of 0.9 per cent com-
pared to 1,880.1 MT metal pro-
duced in 2019, the report said.

At99.6 MTin 2020, India, how-
ever, remained the second largest
producer in the world after glob-
al leader China, the worldsteel
data showed. China produced
1,0§3.0MTofcrudesteelin2020,
registeringa growth of 5.2 per cent
over 1,001.3 MT in 2019. Japan
has reported a fall of 16.2 per
cent in its output at 83.2 MT, as
against 99.3 MT in 2019.

BUSINESS LINE DATR/2D21 P.N.2

SURESH PIYENGAR

Mumbai, January 31

ArcelorMittal Nippon Steel In-
dia has acquired Essar Power
Orissa, another captive power
plant of Essar Steel, through the
Securitisation and Reconstruc-
tion of Financial Assets and En-
forcement of Securities Interest
(Sarfaesi)Act, for¥450 crore.

Large part of the debt of Essar
Power Orissa was held by SBI
and Edelweiss.

Last year, AM/NS bought
Bhander power plant, a 500
MW natural gas-based thermal
plant at Hazira, through a bid-
ding process, from Edelweiss
Asset Reconstruction Company.

Both the acquisitions put to-
gether would have cost AM/NS
about1,000 croreand resulted
in 100 per cent recovery for the
lenders, sources said.

Natural gassourcing

AMJNS has paid the money up-
front to banks and restructured
both the distressed assets to be-
come selfsufficient for its
power requirements. The com-
pany has plans to revive both

ArcelorMittal Nipp
Essar Power Orissa for

ArcgldrMmd

the plants through unique
design capacity and competit-
ive sourcing of natural gas from
global markets, he added.

Incidentally, only the figst
phase of 120 MW of Essar Power
Orissa at Paradip is operational
and the Sarfaesi process was ini-
tiated by the lenders in 2017 be-
fore the completion of second
phase of 60 MW.

An Essar official said lendérs
have recovered their full prin-
cipal from 60 MW power plant
in Odisha by selling it to AM/NS
and recovered about 450
crore in a difficult environ-
ment. Essar is largely exiting its
coal-based power portfolio
keeping in mind the green en-
ergyrequirementsand will con-
centrateitseffortsonbuildinga
renewable power and storage

on Steel buys
3450 crore

portfolio. “We are in the final
stages of completing our de-
leveraging programme and in
thepextmoquartersweintend
to repay the balance 10,000
crore which is largely in the
power portfolio,” he added.

Record repayment

Essar has already repaid %1.40
lakh crore of its overall debt of
%150 lakh crore as part of debt

" reduction programme. This is

the single largest debt reduc-

tion and repayment pro-

gramme in the history of Cor-
porate India. “With the debt
reduction programme behind
us we look forward to refocus-
ing our energies towards the
next phase of growth,” he
added. ‘

Essar Steel was acquired

jointly by ArcelorMittal and
Nippon Steel in December 2019
under the insolvency law and
since then, there have been ef
forts to make operations self-
sufficient. Ancillary units - like
power, slurry pipeline and cap-
tive port-were not part of Essar
Steel’s insolvency process.
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Crudesteel
output falls
10.6%in2020

New Delhi: Crude steel pro-
duction fell by 10.6 per cent
t0 99,6 million tonnes (MT)
in 2020, according to the
worldsteel. The country had
produced 111.4 MT of crude

- steelin 2019, the World Steel
Associatiori (worldsteel)said .
in its latest report. In 2020,
the global crude steel pro-
duction-also decreased to
1864.0 MT for the year 2020,
registering a fall of 0.9 per *
cent compared to 1,880.1°
MT metal producedin 2019,
the report said.
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Visa Restrictions Hurt Metal Cos’ Plans to Boost Capac1ty

JSW Steel, Hindustan ch have had to stall projects that needed expertise from European and Chinese engineers

Bhavya.Dilipkumar@timesgroup.com

Mumbai: Stringent Covid-19 travel
restrictions have stalled expansion
of projectsat top Indian metal manu-
facturing companies thathire
engineers and experts from China
and Europe.

JSW Steel, whileannouncing its
December quarter results, said the $2
billion capacity expansion at Dolvi
in Maharashtra will be delayed
because of travel and visa restric-
tions for technicians from global
capital equipment vendors in Europe
and China. JSW isdoublingsteel-
making capacity at Dolvito10 mil-
lion tonnes annually, a project that

gas orlglnally tobe commissioned in
4of FY:

“Sofar we managed toget virtual
guidance from them, but for the
completion stage we need their help.
Weare trying to get visas for all of
them. There could be some slippages
but weare tryingto cc

restrictions, including stringent

visanorms for Chinese nationals,
continued during the

el third quarterof

JSW Steel is FY21,delaying the
startof itsfumer

doubling
steel-making  plantatChanderiya
inRajasthan. “The

itb;
Q1," joint managingdirector Sesha-
giriRaotold ET.

The coke oven plant, some mini-
bulk carriersand otherequipment at
the plantare Chinese. The main
equipment, other than coke ovens, is
from Europe, he said. Raosaid apart
from visa issues, European suppliers
are hesitant totravel to India due to
health concerns.

Hindustan Zincsaid the Covid-19

Dolvito 10 fumer plant commis-
milliontonnes  sioning hasbeen
annually, a affected duetothe
project that visaissues of Chine-
was to be seexperts. However,
commissioned it hasnoimpacton
inQ4ofFy21  ourminingopera-
tions,” chief ex-
ecutive officer Arun Misra told ET.
Fumer technology, which improves
the recovery of zincfrom 96.8% to

97.5%, wasavailable only in China
and cannot be commissioned witho-
utChinese experts. There are cont-

* ractualobligations for thisand it

would be safer to have the Chinese
experts commission such a huge
project, Misrasaid.

The project, costing 2570 crore, will
help add about 3,000 tonnes of zinc
from just one smelter per year.

“By April or May, we expect this to
resolve. Engineers and experts have
tocome from there, China has star-
ted the vaccination process before-
hand so we think within three
months, things will be normalised.
The whole issue started off with the
border tensions, butIdon’t want to
delvedeepon that,” Misra said.

-
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Coal India Output
may Dip 4%in
Jan after 5-Mth
Growth Streak

THE ECONOMIC TIMES DAVE/2021 P.N.7

11TH TRANCHE OF GOLD BONDS OPEN UNTIL FEB 5

Gold Price Fall Offers

a Good Entry Point
via Sovereign Bonds

Press Trustof India

Kolkata: Coal India's dry fuel pro-
duction islikely tosnapafive-month
growth streak toregisteradeclinein
January, owing to high pithead
stock, sources said on Sunday.

Coal production for the month is

lért?rsnlzasn:buughceosr: Offer Price likely to be around 60.2 million
P 5400 . S tonnes compared with the corre-

') _1 {,o p,icegpe, sponding period a year ago, when
Mumbai: Does your stock screen 5200 - X — gram of the output was at 63.11 million ton-

look fatigued? It’s time to ventu-
reout-and add a dash of golden
sheen, perhaps.

The recent 11% correction in

gold prices is a good entry point 4800 - 18 lnlole = the 1l-month pe-
for those eyeing sovereign gold NESESECRARSHS Coaldemand riodof thecurrent
bonds. The 1ith tranche of sove- 4600 Sl nd fromthe fiscal (AprilJanu-
reigngold bonds is open until Fe- a3y oz 3 powersector  ary) will be about
bruary 5and investors will have 7383888 isontherise, 454 million ton-
to pay Rs 4,862 per gram of gold but with nes, the sources
aftertheRs50 per gramdiscount ~ “With US national debt cros- 63 m-tonne said.
for digital payments. This is the sing $27 trillion in 2020 and amo- of pithead Coal India is tar-
lowest price in the last seven unting to 140% of the nation’s stock, getinganoutputof -
monthsandis4% lower thanthe annual economic output, the US non-power 630-640  million
January price. dollar has naturally withered sectorneeds tonnestill March. 7]
Gold pricesmoved up25% over and weakened this year,” says will also be The world’s lar-
thelast one year inrupee terms, Chirag Mehta, Fund Manager, crucialforco  gest miner has be-

while in dollar terms, they are
up18.3%. )

“Gold prices have been under
pressureduetotherisein UStre-
asury yield and subdued buying
activity by Gold ETF investors.
Delay and lack of clarity on the
next instalment of the stimulus
package have pushed yields hig-
her, reducing the investor appe-
tite for the yellow metal,” expla-
ins Nish Bhatt, Founder & CEO,
Millwood Kane International.

The outlook for gold is bright
despite the vaccination drive.
Due to the sharp economic
downturn, central governments
across the world have been conti-
nuously pumping money into
thefinancial system. With theef-
fectiveness reducing over a pe-
riod of time, theneed foralarger
stimulus continues, which in
turn will support gold prices.

gold ®)

Quantum Mutual Fund. “The
world is probably startingtolose
confidence that the heavily in-
debted US can keep paying its
bills.”

He believes global policy ma-
kers will continue to resort to
monetary inflation, credit ex-
pansion and government spen-
ding to tackle the extraordinary
economic fallout of the pande-
mic. He believes gold, which is
priced in dollars, would be a big
beneficiary if a crisis of confi-
dence plagues the world's reser-
ve currency.

Distributors point out that so-
vereign gold bonds score over
traditional modes like buying
physical gold or digital modes
like gold ETE.

Gold bonds are backed by the
sovereign, giving investors 2.5%
interest every year.

I

nes, they said.
Till January 29, the output was
56.24 million tonnes, and aggrega-

te production for

en registering ro-

bust growth since August 2020, as
thenationwidelockdown began to
ease, when it recorded a 7.1% on-
year rise, followed by September
(31%rise), October (18%) and No-
vember (3.4%).

Total coal offtake for the Kolka-
ta-headquartered company in
the first month of 2021 is expec-
ted to be 53.3 million tonnes, re-
sultinginadecline of about5.5%
as against the figure during the
same period in 2020.

Coal demand from the power
sector is on the rise, but with 63
million-tonne of pithead stock,
non-power sector requirement
will also be crucial for the mi-
ningbehemoth.

Demand for the dry fuel is set to
revive in 2021 witha3.8% increase,
according to a Moody's Investors
Servicereport.
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Iz—‘N’MD(} produces 1
25.7 MT iron ore
in Apr-dJan FY21 |

NEW DELHI, Feb 1 (PTI)

.annually.

‘STATE-OWNED NMDC on
Monday said its iron ore
production remained
almost flat at 25.66 million
tonne (MT) between April
2020 and January 2021. The
company had produced
25.89 MT iron ore during
the corresponding period a
year ago, NMDC said in a
BSE filing. NMDC’s total
iron ore sales during April-
January FY21 also remained
flat at 26.01 MT, compared
with 26.0 MT in the year-
ago period. In January, the
company produced 3.86 MT
‘mineral, higher from 3.31
MT in the year-ago month.
-Its sales during the month
also increased to 3.74 MT,
-from 2.96 MT in January .
2020. NMDC, under admin-
istrative control of steel
ministry, is the country's
largest iron ore miner, cur-
rently producing about 35
.million tonne of iron ore
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Govt cuts Customs Puty
on certain steel‘ items

| NEW DELHI, Feb 1 (PTI)

THE Government on Monday
announced slashing of import
dutiesonanumber of steelitems
in order to provide relief to
MSMEs, which have been hit
hard by the highcost of raw mate-
rials. Finance Minister Nirmala
Sitharamanin her Budget speech
for2021-22said, the anti-dump-,
ing duty (ADD) and counter-
vailingduty (CVD) have also been
revoked on certain steel products.
“MSMEsand otheruserindus-
tries have been severely hit by a
recentsharpriseinironandsteel
prices. Therefore, we are reduc-
ing customs duty uniformly to
7.5 per cent on semis, flat, and
long products ofnon-alloy, alloy,
and stainless steels. To provide
relief to metal re-cyclers, most-
ly MSMEs, I am exempting duty
onsteelscrap fora.periodyp to
31stMarch2022.1amalsorevok-
ing ADD and CVD on certain
steel products. Also, to provide
relief to copper re-cyclers, I am
reducing duty on copper scrap

from 5 per cent to 2.5 per cent,”
% - = — —

she said. The minister also
announced increasing duty on
steel screws and plastic builder
wares from 10 per cent to 15 per
cent. The existing duty on pri-
mary/semi-finished products of
non-alloy steel, long products of
non-alloy, stainless and alloy steel
is 10 per cent, while on flat prod-
ucts of non-alloy and alloy-steel
the duty ranges between 10 per
cent to 12.5 per cent. The duty
on all these items has been low-
ered to 7.5 per cent.

The 2.5 per cent duty on iron
and steel melting scrap, includ-
ing stainless steel scrap, and raw
materials used in the manufac-
ture of CRGO (Cold Rolled Grain
Oriented) steel hasbeen lowered
to nil in the Budget. The prod-
ucts on which ADD has been
temporarily revoked are straight
length bars and rods of alloy-
steel - originating in.or export-
ed from the People's Republic of
China, and high-speed steel of
non-cobalt grade - originating
in or exported from Brazil,
People’s Republic of China and
Germany.
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Canreduced import duty trigger gold demand?

AKHIL NALLAMUTHU \

In an attempt to boost consumer
demand and to keep a check on
smuggled irpports, Finance
Minister Nirmala Sitharaman
announced rationalisation of
import duty on gold and silver. It
has been brought down to 7.5 per
cent from 12.5 per cent (brought in
during the July 2019 Budget).

But the duty will now attract an
Agriculture and Infrastructure
Development cess of 2.5 per cent,
bringing it to 10 per cent.

Tepid demand
The total demand for gold in India

dwindled by 35 per cent in 2020 to

446.4 tonnes — lowest in the last 25
years — from 690.4 tonnes in 2019.

Even in 2019, it had fallen by about

9 per cent year-on-year.

While an increase in import duty
in 2019 had, to some extent, helped
bring down gold demand,
significant increase in price since
then has kept people away from the
yellow metal, especially
considering jewellery demand is a
major demand contributor. For
instance, out of the 446.4 tonnes
demand in 2020, jewellery demand
was 315.9 tonnes. India is only
behind China in overall
consumption.

Takeways

* Customs duty reduced

*® Decrease in duty might lead
to decline is smuggling

* SEBI to be made gold
exchange regulator

Nevertheless, the demand in the
December quarter improved as the
lockdown measures were eased
through the quarter. That is,
demand nearly doubled to186.2
tonnes versus 94.6 tonnes recorded
in the third quarter of CY2020.

Going ahead, the cut in duty, per
se, may not trigger a demand wave.
Price will remain a key factor and‘so
long as it stays at elevated levels,
the jewellery demand may not
really pick up.

The spot price of gold on the
Multi Commodity Exchange (MCX)
appreciated by 24 per cent and 28
per cent in CY2019 and CY2020,
respectively. Yet, price appreciation
can encourage investment
demand. Assets under
management (AUM) of gold-backed
exchange-traded funds (ETFs) in
India saw an increase 14 per cent
and 137 per cent in CY2019 and
CY2020, respectively.

Downward revision in duty can
have a positive impact through
potential decline in smuggled gold.

Gold exchange

While there have been discussions
in the past years about setting up a
gold exchange, there has been no
concrete actions towards it. The
Finance Minister on Monday said
the Securities and Exchange Board
of India (SEBI) will be notified as
the regulatory authority for the
proposed gold exchange.

Should this become a reality,
price discovery in India can happen
based on the supply demand
dynamics within the country.
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Govt cuts

import duty
on gold, silver

NEW DELHI, Feb 1 (PTI)

THE Government on
Monday announced cut in
import duty on gold and sil-
ver, a move that will help
bring down prices of these
precious metals in the
domestic market and
boost exports of gems and
jewellery.

The duty wasseduced on
other precious metals

ver dore bar, platinum,
gold/silver findings, and
precious metal coins.

“Gold and silver presently
attract a basic customs duty
of 12.5 per cent. Since the
duty was raised from 10 per
cent in July 2019, prices of
precious metals have risen

previous levels, we are
rationalising customs duty
on gold and silver,” Finance
Minister Nirmala
Sitahraman said while pre-
senting the Union Budget
2021-22. The customs duty
on gold and silver was
reduced.to 7.5 per cent.

‘\ (Contd on page 4)

including gold dore bar, sil-

sharply. To bring it closer to |

The duties on other precious
metalswere cutdown to 6.9 per
cent on gold dore bar from
11.85 per cent; 6.1 per cent on
silver dorebarfrom 11 percent;
10 per cent on platinum from
12.5 per cent; 10 per cent for
gold/silver findings from 20
per cent; and 10 per cent on
precious metal coins from12.5
per cent.

Howeyver, gold and silver;
gold dore bar; and silver dore
barwillalso attract Agriculture
Infrastructure and

Development Cess’ at the rate
of 2.5 per cent.

Govt cuts import duty...

Welcoming the decision,
Gems and Jewellery Export!
Promotion Council (GJEPC)'
Chairman Colin Shah said that'
it would help in promoting
domestic manufacturing and
boosting expeorts.

“It was our long pending
demand to cuttheimportduty
on gold and silver. It is a wel-

_come move for the domestic

organised sector,” Shah said.
Gold imports, which have a
bearingon the currentaccount
deficit, fell 27.20 per cent to
USD 16.8 billion during April-
December 2020-21. Y
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Infra push will boost
cement demand

he Budget was the most awaited and
I expected one considering the huge impact
on the economy caused by the coronavirus
pandemic with a projected contraction of 7.7 per
centin GDP growth in the currentyear.

1 consider the Budgeta development-oriented
one aimed at reviving the economy. As expected,
the Finance Minister has presented an
expansionary budget of ¥34.83-lakh crore by
stretching the fiscal deficit to 6.8 per centand
giving push to capital expenditure and public
spending. This is much needed today.

The proposals are expected to support economic
recovery and help the economy return to growth
track in 2021-22 with a projected growth of 11 per
cent in GDP.1welcome the 34 per centincrease in
capital expenditure toX5.44-lakh crore, which will
have a multiplier effect and accelerate the recovery
process. S

Health focus
Considering the Government was battling with
the pandemic and saving lives and livelihoods, it.
has provided for a 137 per cent jump in healthcare
budget to ¥2.23-lakh crore. In addition, a new
healthcare scheme of 64,180 crore has been
unveiled to strengthen our healthcare system over
a period of six years. :

Iappreciate the Finance Minister for
recognising the critical role being played by the
manufacturing sector and stressing that the sector

has to grow in double
digits for a sustained
period and make the
_T l_le most companies an integral
striking feature 51 of the global supply
in the Budgetis  chains.
the thrust given This assumes
to physical and importance in the
financial capital  contextof the Prime
~and ~ ° Minister’s Atmanirbhar
infrastructure Bharat (promoting a self-
@A reliant lndla) and the
‘Make in India’

programme . The Budget has committed X1.97-
lakh crore support over the next five years for
performance-linked incentive scheme announced
for 13 sectors.

Infrafinancing

The most striking feature is the thrust given to
physical and financial capital and infrastructure.
The Finance Minister has proposed to take
concrete steps to increase funding and create a
structure for long-term funding for infrastructure
projects under the ambitious National
Infrastructure Pipeline (NIP) programme.

NIPwas launched in 2019 with 6,835 projects
which has now expanded to 7,400 projects
entailing a massing investment of 111-lakh crore
over five years. Substantial funding for the projects
has to be raised by the Centre and States (78 per
cent together) and the balance coming from the
private sector.

The Finance Minister has announced that a Bill
will be introduced to setup a development
financial institution and provided ¥20,000-crore
capital support. She said the new DFI will have a
lending portfolio of ¥5-lakh crore within three
years.

Ialso welcome the expansion of Bharatmala
road projectand announcement of new national
highway projects in Tamil Nadu and Kerala besides
substantial additional allocation for the metro rail
projects in Kochi, Chennai and Bengaluru.

The Budget has extended the tax concession for
investment in affordable housing and tax holiday
foraffordable housing projects. A proposal for
developing rental housing projects with tax
concessions for the benefit of migrant labour has
also been announced.

Overall, the expansionary budget, higher public
spending, substantial allocation for railways,
roads, metro rail projects and other infrastructure
projects and tax concessions for affordable
housing are expected to increase construction
activity and boost the demand for cement.
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Cutin dutyto abet stainless steel imports

But steel will not be hit as most imports are from countries with which India has FTAs
: MSME suppliers who will be .

OUR BUREAU

Mumbai, February 1

The massive investment in in-

frastructure projects is expec-
~ ted to boost steel demand

even while the cut in import

duty on certain steel products

is expected to open up doors

for imports.

Temporary revocation of
Anti-Dumping and Counter-
vailing Duty is expected to
open floodgates forimports of
stainless steel flat products
from China and Indonesia and
could hurt domestic manufac-
turing.

KK Pahuja, President, Indian
Stainless Steel Development
Association said the tempor-
ary suspension of the CVD on

stainless steel flat product im-
ports is a big, if unintentional,
gift to Chinese companies. It
will hit the domestic stainless-
steel industry, which has been
under stress for over a decade.

“This will not only hamper
Indian production but will
turn many MSME manufactur-
ers into traders. The Govern-
ment’s geopolitical stand on
banning Chinese apps on one
hand and easing bulk trade on
the other runs contrary to the
goals of Atmanirbhar Bharat

~and $5 trillion economy-
dream, he added.

“Stainless steel constitutes
only 3 per cent of the steel re-
quirement in the country, but
accounts for over 35 per cent

hit adversely by this decision,
said Pahuja.

‘Steel not hit’

JV Narendran, Man-

aging Director, Tata

Steel said the reduc-

tion of customs duty

on steel products will

have no significant impact on

the steel industry as most of

the steel imported into India

today comes from countries

with whom we have a Free

Trade Agreement and hence

they enjoy zero import duty.
“The implementation of

these reforms announced in

the Budget will be critical for

the benefits to percolate

across the economy,” he said.
Seshagiri Rao-Joint Man-
aging Director & Group CFO,
JSW Steel said the Budget
comes with counter
cyclical fiscal policy
calibration and an
emphasis on build-

ing modern infrastruc-

ture. “The twin chal-

economic growth and well-
defined fiscal consolidation
roadmap have been addressed
elegantly,” he said.

“The steel sector, in particu-
lar, will benefit immensely
from the surge in demand due
to higher outlays on infra-
structure and public capital
spending,” Rao added.

of  rekindling
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JSW plans e-comm portal for building sector

To invest X700 crin
JSW One, an online
marketplace

SURESH P IVENGAR

Mumbai, February 10

The JSW Group plans to do an
Amazon or a Flipkart in the re-
alty and construction in-
dustry, setting up an online
marketplace for building re-
lated productsincluding steel,
cement and paints.

The group will remodel its
earlier initiative of integrat-
ing the sales of group
products under the JSW One
brand into an online market-
place.

It will invest ¥500-700 crore
to roll out the e-commerce
venture with a renewed focus,
roping in the current offline
distributors, said sources
close to the development.

The first-of-itskind online

. marketplace will tap both B2B
and individual consumers
and cross-sell products riding
on the stupendous growth in

N\

" Tap B2B and individua] consumers and cross-sell products

® Rope in makers of non-competing branded building material
products such as sanitary ware, kitchen and home accessories

® Onboard influencers in the sector, such as contractors,
masons, engineers, architécts and painters

Ll Integrate JSW Group's loyalty programmes currently offered
across its steel, cement and paints businesses .

® Help SME steel product makers with online transactions, order
fulfilment, tracking & inventory management and credit

online sales due to an increase
in smartphone and mobile
penetration, the sources ad-
ded.

Nascenttrend

Though the penetration of e-
commerce in the home-build-
ing segment is still at a nas-
cent stage, it has high growth

potential — some of the build-
ers had managed to sell flats
online during Covid times.
JSW Group is also exploring
strategic collaborations with

- the makers of non-competing

branded building material
products such as sanitary
ware, kitchen and home ac-
cessories, with a view to offer

an end-to-end shopping ex-
perience for its consumers.

The JSW One platform will
also rope in influencers in the
home construction industry
including contractors, ma-
sons, engineers, architects
and painters,and enable them
to grow their respective busi-
nesses. Further, it will integ-
rate all influencer loyalty pro-
grammes currently offered
across its steel, cement and
paints businesses under the
platform.

In the B2B space, |[SW One
will not only offer an e-com-
merce marketplace for SME
steel product manufacturers
but also provide access to
quality steel material. Also, it
will facilitate online transac-
tions, order fulfilment, track-
ing and inventory manage-
ment, besides giving credit.

The move is seen to drive di-
gital demand for micro-enter-
prises which have hyper local
reach, enabling them to scale
up their businesses.

For individual home build-

ers, it will offer a one-stop solu-
tion to source the requisite
steel, cement and paint for
construction besides provid-
ing qualified contractors, ma-
sons, - engineers, architects
and painters under an integ-
rated e-commerce platform.
This apart, influencers will
have access to up-skilling, bet-
ter access to credit, tech-en-
abled project management
solutions and an avenue to
generate more  business
opportunities.

Steel output upin Jan
Meanwhile, JSW Steel said pro-
duction last month was up 2
per cent at 1432 lakh tonnes.
The average capacity utilisa-
tion was 96 per cent during
the month.

The total production of
rolled products (flat) in Janu-
arywas down1percentat10.14
It against10.25 't logged in the
same period last year. Rolled
products (long) output in-
creased 5 per cent to 3.59 It
(3.421t).
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OURBUREAU

Hyderabad, February 2

NMDC iron ore production for
January 2021 stood at 3.86 m11
lion tonnes) against 3.31 mt in
January 2020, registering a
growth of 16.7 per cent. NMDC
expects to exceed last previous
year's production and sales
despite the problems causgd
by the Covid19 pan@emlc.
January 2021 production
and sales are the highest
ever for thatmonthsinceits
inception. On January 31,
2021, NMDC achieved an
output of 0165 mt on a
single day which is thg
highest for any day in this
financial year.

Iron ore sales for January
2021 was at 3.74 mt (2.96
mt), a growth of 26.4 per
cent. Iron ore production
uptoJanuaryinFY21is25.66
mt on a par with the same
period last year. Similarly,
iron ore sales up to January

\
=
|

—

NMDC upbeat on topping
previous year’s output

in FY21 is 26.01 mt, despite
Covid-19 this year. Sumit Deb,
CMD, NMDC, in a statement
said, “This Union Budget has
given thrustoninfrastructure,
along with manufacturing.
This will drive the demand for
steel. NMDC, with its seven op-
erational iron ore mines, is
committed to meet the in-
creased demand foriron,ore.”

BUSINESS LINE DATR/2021 P.N.7

MCX-Natural gas becomes bullish

AKHIL NALLAMUTHU

BL Research Bureau

The natural gas futures, after rallying

reversed direc-
tion after reaching 250 levels in early

between July and October,

November.

The fall was sharp, and
it appeared by then that
the bears had an upper
hand over the bulls. The
price dropped below the
key support of 3200 be-
fore 2, coupie of months. it
further declined and by
the end of December it hit
a low of %169,

Around this price level
was the 618 per cent

Fibonacci  retracement
level.

The futures then started to recover and
the rally that began last week looks
strong. As a result, it appreciated above
the X200 level, turning the outlook posit-

level at ¥205.

MCX-Natwral Gas  (permmsry)
. Return:58.9% o,

s 100
Feb 01, 2021

Mar 02, 2020

X250.

ive for the contract. The bullish reversal is
supported by the price pattern on the
daily chart — it has confirmed an inverted
head and shoulder pattern with the neck

Moreover, the daily rel-
ative strength index has
gone above the mid-
point level of 50 and the
moving average conver-
gence divergence indic-
ator on the daily chart

“has entered the positive

territory.

Also, the average direc-
tional index substanti-
ates the strength of the
rally.

The nearest hurdle it
can face is at %228, a

breakout of which can lift the contract to

Traders can buy February futures con-
tract on declines with stop-loss at igoo.
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Cabinet clears privatisation of Rashtriya Ispat Nigam

‘Alternative Mechanism’ under FM to decide
if subsidiaries will be part of the transaction

P MANOJ
Mumbai, February 2

The Cabinet has approved
privatisation of steel-maker
Rashtriya Ispat Nigam Ltd
(RINL), the ‘navratna’ PSU
which runs the 73 million
tonne (mt) capacity Vi-
sakhapatnam Steel Plant. The
government currently holds

pany that makes
products used in construction.

“While approving the stra-
tegic disinvestment of RINL a
few days ago, the Cabinet del-
egated powers to the Alternat-
ive Mechanism headed by the
Finance Minister to decide
whether- the® subsidiaries of
RINL will be part of the trans-

long *

back from potental in-
vestors,” a government official
briefed on the Cabinet de-
cision said.

Heavy losses
RINL runs two subsidiaries —
The Orissa Minerals Develop-
ment Company Ltd (OMDC)’
and The Bisra Stone Lime Com-
pany Ltd (BSLC).

The company has been in-
curring heavy losses since FY17
on the back of Yising interest

posted a net profit of ¥96.71
crore.

In September 2020, the RINL
board had approved a revised
voluntary retirement scheme
for employees to cut costs and
improve productivity.

The revised VRS is applicable
to employees who have com-
pleted 15 years of service and
have attained 45 years.

OMDC operates six iron ore
and manganese ore mining
leases at Barbil in Odisha's

are Dalki manganese mines,
Kolha Roida iron and man-
ganese mines, Thakurani iron
and manganese  mines,
Belkundi iron and manganese
mines, Bariaburu iron mines
and Bhadrasai iron and man-
ganese mines.

The lease rights of all the six
mines have expired and are
not in operation for want of
statutory clearances, for which
necessary action is being
taken by the company to re-

BSLC undertakes mining
and marketing of limestone
and dolomite. The mines are
located at Birmitrapur in Oris-
sa's'Sundargarh district, with
reserves of about 287 million
tonnes of dolomite and 367
million tonnes of limestone.

RINL also runs RINMOIL
Ferro Alloys Pvt Ltd, an equal
joint venture with MOIL Ltd
and RINL Powergrid TLT Pvt
Ltd, also an equal joint venture
with Power Grid Corporation

100 per cent stake in the com- ~ action, depending on the feed-  costs, except for FY19 when it  Keonjhar district. The leases  start mining. of India Ltd. *
BUSINESS LINE DATR/2D21 P.N.8
Will gOld turn cheaper after dut \ cuts
. i 1 i : : i toms duty,acutin taxwillre-  pect MCXGoldandsilveralsoto
India ‘IS apiice t.a kerand gI.Ot.)al SEncil duce domestic price. We saw  trade with a positive bias. How-
remain a key price determining factor the gold price falling sharply ~ever, the base has shifted lower

RAVINDRA RAO

The year 2020 was a challen-
ging one for all major eco-
nomies including India as
governments imposed strict
measures to limit the virus
spread but this impacted eco-
nomic growth.

While the economy came
under pressure, the commod-
ities market was also not left
unaffected.

Sharpvolatilityacross com-
modities was witnessed as
prices slumped earlier in the
year owing to demand de-
structions, but recovered on
the back of stimulus meas-
ures and robust Chinese buy-

ing as is evident from higher
commodity imports.

Bullionsector
The 2021 Budget was presen-
ted againstsuch a backdrop.

As for the commodities
market, the expectations in-
cluded reductionfremoval of
CTT, reforms in agricultural
sector, cut in gold import
duty and reforms for
strengthening the bullion
Sector.

Although there has been
no change in Commodities
Transaction Tax, changes in
customs duties were an-
nounced which hasimpacted
commodities — mainly gold

.. - ge
India is a major consumer of gold and silver and the lower price

Z

may brighten demand outlook, boosting global prices

and silver on the domestic
front.

The base customs duty on
gold and silver will be re-
duced from12.5 per centto7.5
percent, buta 2.5 per cent ag-
riculture infrastructure and
development cess will be im-

posed on top of this. The net
implication translates to
around 10.75 per cent after
considering the cess and ap-
plicable  social  welfare
surcharge.

Since MCX gold and silver
prices are inclusive of cus-

inreaction to the duty cut.

Price impact

However, the impact may not
match the change in duty ex-
actly. India is a major con-

- sumer of gold and silver and

lower price may improve de-
mand outlook, boosting in-
ternational prices.

Asa result, Indian gold and
silver prices have become
cheaper due to'lower taxes.
However, this will not affect
the price trend. Since India is
largelya price taker, the trend
in the international market
will remain a key price de-
termining factor. Since we
maintain a bullish view on
COMEX gold and silver, we ex-

due to change in applicable
taxes.

Also in bullion sector, in lieu
of 201819 Budget announce-
ment of establishing a system
of regulated gold exchanges in
the country, SEBI will be noti-
fied as the regulator and Ware-
housing Developmentand Reg-
ulatory Authority will be
strengthened to set up a com-
modity market ecosystem ar-
rangement including vaulting,
assaying, logistics, etc in addi-
tion to warehousing. This is not
likely to have any direct impact
on price.

Thewriter is VP-Head Commodity
Research, Kotak Securities. Views
arepersonal

=
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B Business Bureau

THE increased capital expendi-
tureforinfrastructure projectsin
Union Budget 2021-22 will push
demand for steel in the country,
industry body ISA said on
Wednesday.

Toaugmentthe country’sinfra-
structure, the Budget proposed
significantenhancementin cap-
ital expendlture to Rs 5.54 lakh
crore for the next fiscal, besides
creating institutional structures
and giving a big thrust to mon-
etisingassets toachieve thegoals
of the National Infrastructure
Pipeline (NIP).

‘In her Budget speech for the
financial year 2021-22, Finance
Minister Nirmala Sitharaman
had also announced to set up a
Development Financial
Institution (DFI).

The minister said that a sum
of Rs 20,000 crore has been pro-

Increased capex to push
steel demand in India: ISA

visioned in the Budget to capi-
talise the DFIL

“We are happy at the propos-
als related to increased con-
struction of roads and highways
as well as the proposed intro-
duction ofabillto setup aninsti-
tution for financing infrastruc-
tureand development. Enhanced

‘investments in the infrastruc-

ture and related segments will
create a demand spike for steel,”
Indian Steel Association (ISA)
said in a statement. :

Stepped up budgetary alloca-
tions for railways, metro servic-
es, development of moreairports,
theJalJeevan Mission, urbanand
the rural infrastructure devel-
opment in the Budget will also
help generation job opportuni-
ties besides creating demand for
steel, ISA said.

It is the apex industry body
representing the players of the
Indian steel industry.
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GAYATHRIG
RAJALAKSHMI NIRMAL

Chennai, February 5

After a pandemic-struck year
loaded with economic uncer-
tainties across markets, 2021
seemed to be a promising year
with China becoming a key im-
porter of major commodities.
But with the Chinese New Year
(CNY)orLunar Holidays ahead,
will the momentum sustain?

Usually celebrated for a
week and sometimes longer,
the Chinese New Year (falls on
February 12 this year) brings
with ita period of lull demand
that casts its shadow on the
global markets. The average
pace of business slackens and
daily trading volume tends to
dip, resulting in prices acting
jumpy.

With Asia’s participation in
commodity futures growing
by the by day, the impact is ex-
pected to be felt across the

globe. Speaking with Business-
Line, Bhavik Patel of Tradebulls
Securities, said, “Buyers usually
stock up before the Chinese
New Year holiday. And, then,
duringthe holiday of a week to
ten days, the market remains
dullwithoutmuch price move-
ments and since volumes are
low, brokerages don't take
huge positions”.

Precious metals

Buying and gifting precious
metals for the Chinese New
Year is a tradition being fol-

Jowed in the dragon country.

December and January have,
thus, been better months for
retailers historically. This time,
though, platinum and silver
trading volumes jumped,
while thatof gold plummeted.

On the Shanghai Gold Ex-
changein thelastweekof Janu-
ary, gold trading volumes
plunged 2214 per cent; silver

trading volumes rose 8.94 per
cent, while that of platinum
soared 15629 per cent. From
the delivery point of view, the
delivery volumes of gold were
much higher than that of silver
for the same period, indicating
that the physical demand for
the former is stronger.

Kunal Shah of Nirmal Bang
Securities, said, “The outlook
for commodities, in general, is
bullish. This temporary holi-
day season will not affect the
prices much though the vac-
cination drive and duty cut
mayput prices under pressure.
The fundamentals remain in-
tactinthe long term.”

Bhavik Patel said the
stronger  Chinese  yuan
weighed on the prices of pre-
cious metals and the demand
has taken a hit this year be-
cause of the pandemic. “Going
ahead, I only see increase in
gold prices because of theinfla-
tionary pressures.”

Pull-backsin base metals
Towards the close of 2020, the

While the IMF projects an 8.1 per cent expansion in the Chinese
economy, doubts remain over the strength of the metals rally

prices of base metals saw a re-
bound, driven by hopes of the
roll outof Covid-19 vaccine and
Chinese stimulus. However,
2021 has not started on a good
note. Copper, after spiking toa
record high in the first week of
January, turned vulnerabletoa
selloff. The metal trades at
§7,823[tonne now, down from
January high of $8,237. Zinc,
which rallied despite all odds
in November and December,
saw its momentum drop due

15

to excessive inventories; it
trades at $2,627/tonne now,
down from above $2,900 levels
in January. Aluminium, too,
has been a victim to sell-off in
the market and now trades at
$1,993[tonne from $2,040 levels
in the first week of January. Tin
wastheonly base metal thates-
caped the sell-offand gained.
While the IMF's projections
point to an 81 per cent expan-
sion in the Chinese economy
this year, there are doubts over

Will the Chinese New Year brighten metals market?

One has to wait and watch if the 2009
magic will be repeated in the year of Ox

the strength of the rally in
metals. Analysts are expecting a
trend reversal. This is despite a
possible pick-upin demand after
the New Year holidays.

“Usually after the lunar holi-
day season is over,demand picks
up as a result of shortage of raw
material all over the world, with
China being a a major exporter.
However, this time, one can't be
sure about how the market is go-
ing to behave. Base metals saw a
sharp rally towards the end of
last year and we expect the gains
to be lost with China dragging
down the entire base metal pack
as it tightens credit growth..”,
said Bhavik Patel.

Risk-off sentiment in base
metals may continue in March,
add other analysts too. However,
one needs to watch out if China
continues to extend or tighten
the stimulus. This year is year of
the Ox in China. When it was the
year of the Ox in 2009, there was
astrong recovery in metals. It re-
mains to be seen whether a sim-
ilar bullish trend will be seen in
metalsin 2021
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GAME PLAN
Traders can initiate
fresh shorts in April
expiry gold futures
for the near term
and exit those
positions when
price touches the
support of ¥46,000
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Rising bond yields put pressure on bullion

Silver does not appear as weak as gold; major trend remains bullish towar

AKHIL NALLAMUTHU
BL Research Bureau

Developments over the last week were
not encouraging for bullion as both
gold and silver saw sizeable drops
from their intraweek highs. The fall
was largely down to rising yields on
government securities. Soaring yields
may not augur well because govern-
ment bonds offer interest component
in addition to safety, providing a bet-
ter deal for safety-seeking investors.
The 10- year US treasury yield stood at
1169 per cent by the end of Friday
compared to 1.071 per cent a week be-
fore.  Consequently,gold  price
dropped by 1.8 per centand closed the
week at $1,814.1 and silver gave up all
the gains it made early on the week
and ended flat at $26.92.

Not just US treasury yields but also
yields on Indian government bonds
spiked. This can be attributed to
higher than expected fiscal deficit
numbers-9.5 per cent of the gross do-
mestic product (GDP) for FY21and 6.8
per cent of the GDP for FY22 - as the
government goes in for expansionary
policies. The yield on Indian 10-year
bonds rose to 6.071 per cent as against
5.949 per cent by the end of the prior
week.

In rupee terms, gold lost 4.2 per
cent and ended last week at 347,256
(per 10 grams) and silver lost 1.4 per
cent as it closed at ¥68,738 per kg last
week. Comparatively, silver has been
better placed since the beginning of
the calendar year as the year-to-date
return of silver stands at nearly 1 per
cent whereas for gold it is minus 5.8
per cent.

Adding to these woes, the dollar has
been appreciating for the past couple
of weeks and it is likely to extend the
upside, again owing to yields going up
which can attract investments into
dollar denominated assets.

MCX-Gold (¥47,256)

Sellers were on a roll last week, drag-
ging the price of gold futures on the
MCX below the key support level of
%47,700. The futures moved out of the
consolidation range of 48,600 and
¥49,750 within which it has been trad-
ing for the past couple of weeks. As the
support of 47,700 is invalidated, the
near-term outlook for the yellow
metal has turned negative and more
price correction can be expected.

The near-term bearish view is sub-
stantiated by indicators such as the re-
lative strength index (RSI) and the
moving average convergence diver-

- ~

ISTOCK COM/RAVITALIY

gence (MACD) on the daily chart. Both
the indicators have slid into their re-
spective negative territories.
Moreover, the price is now below 50-
and 200-day moving averages (DMAs)
and the average directional index
(ADX) is indicating that there is a con-
siderable downtrend momentum.

Therefore, in the short run, the fu-
tures price can be expected to soften
to ¥46,000. A breach of this level can
pull down the price to 44,700 - a
level of utmost importance with re-
spect to the long-term trend. Despite
the short-term trend becoming weak,
the chances of gold futures recovering
to 56,000 in a year has not com-
pletely faded away.

Inview of the above reasons, traders
can initiate fresh shorts in April expiry
gold futures for the near-term and exit
those positions when price touches
the support of ¥46,000. In case if

ds 380,000 in a year

price rallies from here, it can be con-
fronted with the resistance levels at
%47,700 and ¥50,000. .

MCX-Silver (¥68,738)

Unlike gold futures, silver futures on
MCX opened last week on the front
foot. As against the previous week’s
close of ¥69,706, it began with a gap-
up at 371,650 and witnessed a rally on
Monday and it even registered a fresh
five-month high of ¥74,426 probably
due to Reddit traders’ attempt to push
up the price. However, the rally ended
soon, and the price crashed in the very
next session. Thus, the breakout of the
crucial resistance of 71,600 was nulli-
fied as the contract gave up gains and
ended the week at ¥68,738.

Though both gold and silver futures
price tumbled, looking at the price ac-
tion, silver does not appear to be as
weak as gold. The contract stays
within the rising channel on the daily
chart, which it has been tracing since
December last year. Also, the price is
still above 21-and 50-day moving aver-
ages and the contract is trading above
the short-term support of ¥65,000.
The RSI and the MACD indicators re-
main in their respective positive
territory.

The above factors suggest that des-
pite the fall, the short-term outlook
has not become bearish for silver.
However, this does not mean an im-
mediate recovery and the contract
could consolidate between 65,000
and %71,600 for a while before estab-
lishing a trend. Until then, a range
trading strategy can be suitable. Nev-
ertheless, the major trend remains
bullish towards 380,000 in a year.
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