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“GLOBAL Change in %
Price  Weekly Monthly Yearly

Metals ($/tonne)

Aluminium 1696 -0.1 -4.8 -6.8
Copper 5751 1.8 -8.3 -6.3
iron Ore a 80 47 102 5.4
Lead 1896 41 18 -6.8
Zinc 235 03 -104 175
Tin 16510 21 51 912
Nickel 12932 19 62 6.7
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I GLOBAL Change in %
Price  Weekly Monthly

Yearly
Metals ($/tonne)
Aluminium 1689  -04 -6.9 -10.4
Copper 5746 -0.1 -6.2 -10.1
Iron Ore 84 39 -6.8 -0.9
Lead 1871 -13 -4.5 91
Zinc 2096 -1.8 -15.4 -22.5,
Tin : 16627 0.7 -5.1 -22.7
Nickel 12445 -3.8 -8.4 -2.6
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Gold imports dlp 9 pc durmg Apr-Jan

N Business Bureau

GOLD imports, which have a
bearing on the country’s current
account deficit (CAD), fell about
9 per cent to USD 24.64 billion
(about Rs 1.74 lakh crore) during
April-January period of the cur-
rent financial year, according to
Commerce Ministry data.

Imports of the yellow metal
stood at USD 27 billion in the
corresponding period of 2018-
19. The decline in gold imports
has helped in narrowing the
country’s trade deficit to USD
133.27 billion during April-
January period of the current fis-
cal as against USD 163.27 billion
a year ago.

Goldimports havebeenrecord-
ing a negative growth since July
last year. However, it recorded a
positive growth in October and
November last year, only to con-
tract by about 4 per cent in
December and 31.5 per cent in
January this year.

India is the largest importer of

gold whlch mamly caters to the
demand of jewellery industry.
In volume terms, the country
imports 800-900 tonnes of gold
annually. To mitigate the nega-
tive impact of gold imports on
trade deficit and CAD, the

Government increased the
import duty on the metal to 12.5
per cent from 10 per cent.
Industry experts claim that
businessesin the sector are shift-
ing their manufacturing bases to
neighbouring countries due to
thehigh duty. Gems and jewellery
exporters had asked for a reduc-
tion in import duty to 4 per cent.
Gems and jewellery exports

declined 145 per cent to USD

25.11 billionin April-January this
fiscal. The gold imports dipped
about 3 per cent in value terms
to USD 32.8 billion in 2018-19.
The CAD narrowed to 0.9 per
cent of gross domestic product
(GDP) or USD 6.3 billion in July-
September2019from2.9 per cent
of GDP or USD 19 billion in the
corresponding period last year,
according to the Reserve Bank's
data. Imports of rough diamonds
contracted 15.54 per cent to about
USD 11 billion during April-
January2019-20, according to the
data of the Gem and Iewellepy
Export Promotion Council. :‘;
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Lead prices to remain benign this year

output to go up by 3.9%; supply will exceed
demand, leaving a surplus of 55,000 tonnes

PARVATHA VARDHINI C

In 2020, both mine output and re-
fined metal supply are anticipated
to rise over 2019 levels, even as de-
mand is likely to remain soft.

Lead prices that hovered
around $2,200 a tonne in mid-Oc-
tober 2019 have cooled to around
$1,500 a tonne now.

Until éarly 2018, international
lead prices on the London Metal
Exchange had showed an increas-
ing trend, moving from a multi-

year low of $1,600 per tonne in -

early 2016 to $2,500 a tonne by Oc-
tober2017,and to$2,700atonnein
early 2018. However, prices de-
clined after that, touching a low of
$1,885 a tonne in end-November
2018. Thereafter, prices were volat-
ile for a year, hovering between
$1,800 and $ 2,200 a tonne, before
cooling to the current levels.

In India, MCX spot prices have
more or less mirrored interna-
tional trends. Domestic lead prices
stand at about X150 a kg now,
lower than %160 a kgaround a few
months ago.

In comparison with 2018, both
productionand usage of lead were
lowerin 2019. However, lead prices
rose in bouts in 2019 due to higher
demand than supplythat year.

The latest available data from
the International Lead and Zinc
Study Group (ILZSG) indicate that
the global metal production came
down by 0.7 per cent in the first10
months of 2019 compared with
the same period in 2018. While
there was a rise in metal produc-
tion in India, Korea and Mexico,
the overall global output declined
mainly as a result of lower output
in Argentina, Canada, Kazakhstan
and Australia where technical is-
sues at Nyrstar’s Port Pirie smelter
resulted in a significant reduction
in output. For the same 10-month
period, refined global lead metal
usage fell by 0.5 per cent.

Though production and de-
mand were down, prices moved
northward in spells in 2019 as
global usage of refined lead metal
exceeded the metal production.

For the first 10 months of 2019,
usage surpassed production by

ISTOCK.COM/NORDRODEN

81,000 tonnes. Stocks to the tune
of 38,000 tonnes were liquidated
tomeet the higher demand.

Why prices cooled
Post October 2019, prices began to
correct as demand weakened.

In May, I1Z5G estimated that
global demand will rise by 1.2 per
centin2019to11.87 million tonnes.
By October, itwas forecast to fall by
0.5 per cent to 11.81 million tonnes
(actual 2019 figuresawaited).

This drop is predominantly due
to a slowdown in China (about 40
percent of the global usage).

For 2019, Chinese usage is fore-

cast to drop by 1.1 per cent, influ-
enced by a decline in automotive
production and increased use of
lithium-ion batteries in motor-
cycles, e-bikes and uninterrupt-
able power supply (UPS) back-up
systems. Other global economies
suffered a slowdown too.

Initially, usage of lead metal in
the US was expected to grow by 1.1
per cent and in Europe by 1.8 per
cent. But towards the end of 2019,
lead usage was forecast todecrease
by 0.7 per cent in Europe and the
US. Weak automotive sales in Ger-
many, France, Italy, Spain and the
UK were to blame.

The general sluggishness in de-
mand due to the economic slow-
down across the globe has pulled
down the prices so far in 2020 as
well.

2020o0utlook

Lead prices could continue to be
range-bound in 2020, and sharp
spikes look unlikely. This is be-
cause, both mine output as well as
refined metal supply are anticip-
ated torise over2019 levels,evenas
demand is likely to remain soft.

Lead mine output is projected
to increase by 3.9 per cent to 4.94
million tonnes this year.

An increase in mine production
in Australia and India, apart from
new capacities that come on
stream in Canada, Kazakhstan and
Mexico, isexpected..

In Europe, lead mine output is
projected to move up by 2.2 per
cent in 2020. As far as lead supply
goes, a7 per cent rise to 11.96 mil-
lion tonnes is anticipated in 2020
inrefined metal supply.

The ILZSG estimates that supply
will be more than adequate to
meet demand, leavinga surplus of
55,000 tonnes in 2020.

Hence, lead prices may remain
benign this year.

Metal mantra

* Price drop in 2019
was due to slowdown
in China

* Mine production
expected to go up in
Australia, India, Europe

* Metal supply of
11.96 mt anticipated |
in 2020, up nearly 2%

e e et
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Gold to notch up further gains

Outlook for silver
uncertain as it
continues to
consolidate

AKHIL NALLAMUTHU

MCX iCOMDEX composite index,
the benchmark of the Multi
Commodity Exchange (MCX),
went up marginally last week.

The upmove was led by a rally
in the price of gold whose
weight in the index is nearly 23
per cent.

It closed at 10,043 compared
with the previous week’s close of
9,977. Crude oil, which has the
highest weight (30 per cent), also

- contributed as it gained margin-
ally. In the upcoming week, the
index might continue to gain,
backed by a potential uptlck in
gold price.

Also, a possible recovery in
crude price can push the index
upward.

MCX-Crude (¥3,737)
Crude oil price went up margin-
ally and the March futures con-
tract at the MCX registered a pos-
itive weekly close, after posting
loss in the preceding few weeks.
There are indications of a re-
covery as the daily relative
strength index (RSI) and the
moving average convergence di-
vergence (MACD) indicator are
showing an uptick. However, the
" contract faces a hurdle at ¥3,785.
Traders can buy the contract
with a stop-loss at 3,600 if it
moves above ¥3,785. The nearest
resistance can be spotted at
%4,000 which can be the near-
term target. Above that level,
%4,075 can act as a resistance.

MCX-Gold (340,979)
After consolidating for
most part of the week,
gold price rallied last
Friday. The April fu- A~
tures contract
bounced from the 21-
day moving average sup-

port at ¥40,525. The price action
in the daily chart hints at a fur-
ther rally, which is corroborated
by the RSI, which also indicates
bulls gaining strength. The RSI
remains above the mid-point
level of 50. Hence, traders can
initiate fresh long positions on
declines. The stop-loss can be at
¥39,900. The immediate res-

istance is at ¥41,300.

Above that level, the con-
tract can rally to
342,000.

MCX-Silver
(%46,227)
Silver contin-
ued to

ISTOCK.COM/SCANRAIL

consolidate, and as a result, the
March futures contract of the
metal has been moving in a side-
ways trend between two key
levels at 345,400 and ¥47,250.
Until either of these levels are
breached, the next leg of the
trend cannot be confirmed.
Traders can execute a range
trading strategy until the con-
tract moves out of the above-
< mentioned price

less the contract breaks out of
that level, the bearish trend will
remain intact.

Since the major trend is bear-
ish and the contract is trading
near a resistance, traders can ini-
tiate fresh short positions with
the stop-loss at ¥446. On the
downside, supports are spotted
at 426 and 421, which can be
the potential near-term targets.

band. The resi e
_ above 47,250 is at

%48,100, whereas the
- support below
45,400 is at T44,615.

. MCX-Copper
(%433.9)
* The recovery in cop-
. perwas capped byaa
resistance at I436.
* During the past week,
the February futures
contract was sluggish.
- The 21-day moving av-
erage lies at ¥436, making it
a substantial resistance; un-

NCDEX-Soyab (%3,940)
The March futures contract of
soyabean at the National Com-
modities and Derivatives Ex-
change (NCDEX) declined last
week and breached a key sup-
port band between ¥3,970 and
%4,000.

This also confirms a fresh low
in the daily chart, opening the
door for further weakness. The
MACD in the daily chart is exhib-
iting a good downward mo-
mentum.Thus, traders can short
the contract with a stop-loss at
¥4,100. Potential near-term tar-
get can be at ¥3,775.

MOX Gold
Supports:
¥40,525/40,000
Resistances:
¥41,300/42,000

MCX Siiver
Supports:
¥45,400/44,615
Resistances:
¥47,250/48,100
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Coal Indiaona shppery slope

The stock tests a support band between 171
and X180; trend-reversal can take it to 200

YOGANAND D

Here are the answers to readers’
queries on the performance of
their stock holdings.

1 bought Coal India at ¥292. The
stock is in a downtrend. Shall |
hold or book loss and exit?

Krishna Mohan

Coal India (¥174.7): The stock
of Coal India is in a downtrend
across all-time-frames — short,
medium and long term.

In June 2019, the stock en-
countered a key resistance at
%270 and resumed its long-term
downtrend. Since then, it has
been in a medium-term down-
trend.

A significant resistance at
around %215 capped the stock’s
upside in early November last
year and again in early January
this year; thereafter the stock
continued to trend downwards.

Also, the short-term trend has
been down since early January
this year. The stock recorded a
new low at 171 on February 1,
and trades just above this level. It
currently tests a vital support in
the band between 171 and %180.

Adecisive break below X171 can
drag the stock down to X160 and
then to 150 in the short-to-me-
dium term. On the other hand,
an upward reversal from the cur-
rent support zone can take the
stock higher to ¥200.

Astrong break above this level
is needed to alter the short-term
downtrend and take the stock
higher to %210 and then to %220
levels. To alter the medium-term
downtrend, the stock needs to
emphatically break above a key
resistance level of ¥235.

Such a break-out can push the
stock northwards to ¥250 and
then to X270 in the long run. You
can stay invested and average
the stock on a decisive rally

above %200 with a long-term
stop-loss at X170. Consider exit-
ing either at ¥250 or X270 levels.

What are the prospects of
Mahanagar Gas?

Pradeep Kabra

Mahanagar Gas (31,160): A
significant support at around
X750 provided base for the stock

of Mahanagar Gas in July 2019.
The stock subsequently resumed
its uptrend, and has been in an
intermediate-term uptrend
since then.

Medium- as well as short-term
trends are also up for the stock.
Nevertheless, the stock en-
countered a key resistance at
1,245 levels early February this *
year and stared to move side-

ways with a downward bias.
Both the daily and the weekly rel-
ative strength indices are dis-
playing negative divergence, in-
dicating that a potential
trend-reversal is on the cards.

The stock now hovers above a
support at 1,150 levels. A decis-
ive plunge below this base can
drag the stock down to %1,100.

A further fall below 1,100 will
mar the short-term uptrend and
pull the stock lower to ¥1,000.

The subsequent supports are
at X950 and ¥900. The interme-
diate-term uptrend wil
altered if the stock slumps below
%900. In that case, the stock can
decline to ¥840 and then to ¥750
levels over the long term.

Conversely, if the stock brea!
above %1,250 levels, it would ap-
pear resumption of the uptrend
and push the stock higher to
1,300 and then to X1,350 levels.

Consider buying the stock at
lower levels with a stop-loss at
%950.

Send your queries to
techtrail@thehindu.co.in

|

|
T1160
return 35%

Mahanagar Gas

1250
1150
- 1050
950
850

Sy 750
Feb15,19 Feb14,20

* Short-term trend is up
* Key support at ¥1,150

* Key resistance
at 31,250
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Taxing times for commodities market

Finance Bill 2020 proposes tax on sale of
index futures and on sale of option in goods

AKHILNALLAMUTHU

In Budget 2020-21, the demand
for abolition of financial transac-
tion taxes — the Commodities
Transaction Tax (CTT) in com-
modities market and

because of the introduction of
CTT, the market seems to have ad-
justed to it. In the last one year,
trading volumes have picked up
because of the volatility in the
market,” says Nithin Kamath,
CEO and co-founder of

the Securities Transac-

tion Tax (STT) in securit-
ies market — went
unaddressed.

While the STT has
been in effect since

Scan & Share

Zerodha, a discount
brokerage.

Existing mechanism
For a transaction in fu-
tures contract of a com-

2004, the CTT was first
proposed in 2008-09 at
arate of 0.017 per cent for transac-
tions in non-agricultural com-
modity derivatives. But it was not
implemented in view of stiff op-
position from stakeholders who
cited that the commodities mar-
ket in India was in a nascent
stage. However, it was reintro-
duced in the Finance Act, 2013,
and became effective on July 1,
2013. Agricultural commodities
continue to be exempted and so
are the transactions carried out
at the International Financial
Centre (IFC).

Trading volumes .
Trading volume at the Multi Com-
modity Exchange (MCX) signific-
antly dropped after the CTT was
introduced. Data show that
. traded value of derivatives
slumped from %148.9-lakh crore
in 2012 to ¥51.3-lakh crore in 2017.
But an uptick in traded value
can be seen in the past couple of
years. In 2019, traded value at the
MCX stood at ¥79.1-lakh crore.
“CTT is the biggest cost for the
commodity trader today. While
trading volume fell significantly

modity, the seller of
the contractwillpay |
CIT on the price at which o
the contract is being
traded. For instance, a
seller of gold futures con-
tract will pay 0.01 per cent
of the total traded value.

If the contract is traded
at ¥40,000, the traded
value will be ¥40 lakh (lot
size of gold derivatives is 1

grams). Here, the seller’s liability
will be ¥400.

Similarly, a seller of an option
contract (where the underlying is
the futures contract) will pay CTT,
but 0.05 per cent on the option
premium. Assuming that a call
options contract of gold with
strike-price as 42,000 is traded at
150, the traded value will be
15,000. Here, the seller’s liability
will be X7.5.

If the above option is exercised,
the buyer, too, will be liable to pay
a CIT of 0.0001 per cent of the

value based on the settlement
price, ie, the closing price of the
futures contract on the day when
the option expires.

Suppose the settlement price s
%45,000, the value will be %45
lakh. Here, the option buyer’s li-
ability will be ¥4.5.

Moreover, on exercising, the
option contract will devolve into
a futures contract where the op-
tion buyer will have futures long
position and the option seller
will have futures short position.
This futures contract will at-
tract CTTaswell, payable by the

seller. The charge will be 0.01
per cent of the value based on
the settlement price. Suppose
the settlement price is

%45,000, the value will be 45

lakh. Here, the seller’s liabil-

ity will be ¥450.

Recentinclusions

2020,inadditionto
the existing transac-
tion types and rates,
‘it was proposed to

kg and price quoted is per 10 levy CIT on sale of in-
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CTTin a nutshell

Taxable commodities il Rate (%) Taxable value Payable by

Sale of commodity futures 0.01 Price at which commodity Seller

¥ derivative is traded
Sale of commodity index futures 0.01 Price at which commodity Seller
derivative is traded" - 3

Sale of option in commodity 0.05 Option premium Seller

(where the underlying is the futures contract)

Sale of option in goods 0.05 Option premium Seller

(where the underlying is the commodity itself)

Sale of option in commodity futures 0.0001 Settlement price Buyer

when it is exercised ¥

Sale of option in gaods when it is exercised 0.0001 Settlement price Buyer

resulting in actual delivery of goods

Sale of option in goods when it is exercised resulting 0.125 Difference between settlement  Buyer

in settlement otherwise than by actual delivery

Source: Finance Bill 2020

price and strike price

In the Finance Bill .

dex futures and on sale of options
in goods (where the underlying is
the actual commodity),effective
from April 1,2020. Since only the
underlying varies in comparison
to the existing derivatives con-
tracts, the computation of CIT
will be on the same lines.

An exception can be energy
commodities, as their derivatives
are cash-settled. Thus, it can be
taxed at 0.125 per cent on the dif-
ference between the settlement
price and the strike price, as per
the new proposal.

Participants’ perspective

The inclusion of derivative con-
tracts on indices and option in
goods provides more choice for
participants. The futures on in-
dices enable participants to take
exposure on the overall commod-
ity market, and it can be highly li-
quid. :

On the other hand, comparing
option in goods and option in
commodity futures, the latter
can be a better choice, especially
for commodities that are less li-
quid. When the holder of in-the-
money option is unable to liquid-
ate on the expiry day, the option
in commodity futures will de-
volve into futures contract.

But in the case of option in
goods, this can resultin compuls-
ory delivery which leads to huge
cash outflow, whereas futures po-
sition can be held with far lesser
margin.

SEBI is mulling raising margin
requirements for commodity fu-
tures. If margins go up, the case
for options will get stronger.

One, for lesser initial margin
and two, lower outflow as CTT.

“Increase in margin require-
ments for futures contract along
with CTT can move businesses to
options contract,” says Kamath.

* Futures contract seller
pays CTT at 0.01%
of contract value

* Options contract seller
pays CTT at 0.05%
of premium

* CTT on sale of options
in goods on the anvil
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Whv mine auction

High premiums for auction of iron ore mining leases raise prp uct prices. There is also a chance of m

ASHOK KUMAR BAL

he auctioning of mining
leases in Odisha has begun
and is almost half way
through. The current auc-
tion of mining leases marks the end
of the existing regime and the begin-
ning of a new, anxiety-laden era.

The Mines and Minerals (Develop-
ment and Regulation) Act was
amended in 2015, extending the life
of leases of both merchant and end-
users. The mining leases of merchant
miners, expiring on March 31, 2020,
are to be re-allotted through auction,
for which the Government of Odisha
has invited bids through the tender-
ing process. The government’s initi-
atives and advance actions are com-
mendable, as they are aimed at
ensuring continuity of operation
and avoiding distuptions. Odisha is a
major mineral-producing State, ac-
counting for more than 50 per cent
of the iron ore production in India.

As of now, auctioning of 10 out of
19 working mines has been com-
pleted. The offers have been invited
trough a two-stage process. In the
first stage, the technically-qualified
bidders are required to quote their
initial price offer. The price offer, a
bidding parameter, is the percentage
of revenue to be shared with the gov-
ernment. The revenue for the pur-
pose of sharing is the value

bidding will be declared as the pre-

_ferred bidder.

It is significant to note that the 10
mining leases auctioned so far have
fetched a revenue sharing premium
of 95.2 per cent, 98.05 per cent, 107.55
per cent, 118.05 per cent, 132 per cent,
135 per cent, 110 per cent, 90.90 per
cent, 92.7 per cent, 141.25 per cent, re-
spectively. It is also important to note
that out of these, six major mining
leases account for 91 per cent of the
value of the total estimated reserves
and 92 per cent of the volume of the
total reserves. With these concluded
auctions, there is a significant in-
crease in the share of iron ore pro-
duction by the end-use steel-makers,
and consequently, a sharp fall in the
share of merchant miners.

Mine classification
Such exorbitant winning premiums
are a matter of concern. The categor-
isation of mines is a prime cause for
such an outcome. The government
classifies the mines into two categor-
ies — captive and non-captive/open.
While some mines are reserved for
the captive use of end-users, certain
others are earmarked to be in the
open category.

While for a mine reserved for the
end use, only end-users can bid for

* their own requirement, the open cat-

egory blocks can be bid by both cap-
tive as well as merchant miners. The
exclusivity available in the case of
iron ore blocks reserved for end-
users is not available to merchant/
standalone miners. This has led to
the absence of a level playing field in
the competitive bidding space, and
has put merchant miners

of the mineral dispatched,
an amount equal to the
product of the mineral dis-
patched ina month and its
sale price as published by
Indian Bureau of Mines.
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in a distinct disadvantage-
ous position.

It may be worthwhile to
mention that the concept
of captive use, prevalent in
India, is globally not prac-
tised. The concept and his-

The technically quali-
fied bidders are ranked on
the basis of the descending initial
price offer submitted. The highest of-
fer is set as the floor price for the
second round of bidding. The

+ highest bidder in second round of

tory of captive use was fol-
lowed during the early days of
Independence, when steel-makers
needed assurance of resource supply
by way of allotment of mines forend-
use, at a time when the idea of min-

Favourable outcome The blggest gainer in the deal appears to be the government

ing as an independent industry was .

nascent and not attractive. This
concept has limited relevance today,
when the idea of resource comfort to
anindustry is certainly not limited to
the allotment of a captive resource
base. However, the legacy still
continues.

High premium and costs

The revenue share (premium) that a
bidder must pay the government is a
cost to him. In addition to this, the
bidder must also pay royalty and
other statutory dues, such as the con-
tribution to the district mineral fund
etc, which accounts for about 17 per
cent of the sales revenue. Over and
above this, the bidder has to pay a
GSTof 18 per cent. The bids so far have
fetched a premium of 952 per
cent-141.25 per cent. This clearly
shows that for every 100 a bidder
earns, the cost incurred is much
more than revenue — in some cases
as high as 190 per cent of revenue —
and this doesn’t include wages, salar-
ies or cost of operations, leave alone
the profit margin. If these are taken
into account, the cost will be signific-
antly more than the revenue.

This raises a fundamental ques-
tion: how will a winning bidder sus-
tain himself? The exorbitant bidding
premiums clearly defy any logic and
economics. A merchant miner can-
not bid premium more than 50 per
cent (approximately) to sustain him-
self. The present auction policy en-
ablesand encourages a captive miner
to bid a premium much higher than
merchant miner, because it is pos-
sible for an end-user to absorb the
high cost of revenue share in his
product price, with the availability of
a stream of value-added activities —
which are absent in the case of mer-
chant miners. The privilege, possibil-
ity and flexibility of accommodating
and absorbing the high revenue
share as a cost is available only to a
captive player.

This also brings forth the import-
ant dimension of product pricing of
steel-makers in India. In a free market
scenario, prices can be increased to
absorb the cost and pass expenses on
to the consumer. In such a situatjon,
the doctrine of “robbing Peter to pay
Paul” works in favour of the captive
users, because whatever amount
they pay as cost towards revenue

1ICV needs arelook
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sharing is ultimately recovered from
the consumer.

Unfair dominance

Classification is the culprit here. But
this rigid classification seems to be
going away. Today, captive users can
sell 25 per cent of iron ore products
from their mines in the open market.
Earlier, end-users were required to
use the minerals extracted from their
mines solely and exclusively for self-
consumption. Going ahead, the
policy may also relax the present cap
of 25 per cent.

The distinction between both the
categories is getting diluted and be-
coming irrelevant in changed times.
This has given rise to a very disturb-
ing situation, where the space of
standalone miners is increasingly oc-
cupied by the captive miners. Among
the auctioned mines so far, excepting
one case, all other mines which were
earlier operated by merchant miners
now will be owned and operated by
the end-users. This may not auger
well for the mining industry and the
market.

The biggest gainer appears to be
the government. The government
seems torelish the idea that it will get
maximum revenue from successful
auctioning at very high premiums.
The question is at what cost, and
whose cost? Policy is vulnerable to
throw up a situation where max-
imum public revenue may not be
compatible with public good. Even
the idea of maximum revenue is
questionable, because it is depend-
ent upon a single parameter ie the
price at which goods are sold, which
in this case is the IBM-declared price.

The design and role of market
forces, when the number of winning
bidders are limited and the sector is
heading for a polarised framework
with few players dominating the
scene, will play a significant role in
the coming years in influencing and
determining so-called market price.
Time will reveal what happens next.

The writer is CEO, Essel Mining &
Industries Ltd, and has previously
served in the IRS. Views are personal
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Rare Good News from a Rare Metal

Reserves of lithium, critical for EV batteries, found in Mandya near Bengaluru

Raghu.Krishnan@timesgroup.com

Bengaluru' Good omen for electric

vehicles?

Reserves of hthlum araremetal criti-
caltobuild batteries for electric
vehicles, has been discovered in
Mandya, 100 km from Bengalu-
ru. A find that should boost local
manufacturingof EV batteries.

Researchers at the Atomic
Minerals Directorate, a unit of
India’s Atomic Energy Commis-
sion, have estimated lithium
reservesof 14,100 tonnes ina
small patch of land surveyed in
the Southern Karnataka dis-
trict, accordingtoa papertobe
published in the forthcoming

issueof journal Current Science.
“The present data provides a total
estimation of available Li20 as about
30,300 tonnes over an area of 0.5 kmx5
km, which works out asabout 14,100
tonnes of lithium metal,” said N Muni-

chandraiah, Emeritus Professor at the
Indian Institute of Science and an ex-
perton battery technologies

But, toput this in perspective, the
lithium find is small compared to many
major producers. As the professor puts
it: “If one compares with 8.6
million tonnes in Chile, 2.8
million tonnes in Australia, 1.7
million tonnes in Argentina or
60,000 tonnes in Portugal, 14,100
tonnesisnotthatlarge.”

Lead author of the paper, PV
Thirupathi, did not respond to
mails seeking comment.

India currently imports all its
lithium needs. Its imports of
lithium batteries tripled to $1.2 |
billion in fiscal year 2019from |
$384 million in FY17. l
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JSW Steel Gets Immunity from BPSL Probe

NCLAT.safeguard for new owner of Bhushan Power & Steel from ED bid to attach assets

Karunjit.Singh@timesgroup.com

New Delhi: The National Company Law Ap-
pellate Tribunal (NCLAT) has allowed JSW
Steel to acquire Bhushan Power and Steel for
Rs 19,700 crore under the insolvency law, pro-
viding immunity to the new owners from
ongoing criminal proceedings against the
erstwhile promoters of the company.

The tribunal also held that that the assets of
Bhushan Power and Steel Ltd (BPSL)can’tbe
attached by any investigative agency.

“We hold that the assets of the corporate

..............................................................

debtor of which JSW Steel isaresolution app-
licant are immune from attachment by the Di-
rectorate of Enforcement under Section
32(A) of the IBC (Insolvency and bankruptcy
code),” said a two-member

JSW ENERGY benchled byjustice SJ Muk-
10 BUY GMR® hopadhaya, clearing the
,?3",32,‘,‘ PPl stalledresolutionplan.

The Enforcement Directo-

»» PAGE 7

rate (ED) had on October 10
last year attached the assets of BPSL in Odis-
ha worth Rs 4,025 crove, stalling the imple-
mentation of JSW Steel’s Rs 19,700 crore reso-
lution approved the month before.

i

Finmin Advisory
toBanks Body

The finance
ministry has
asked Indian
Banks Association not to
refer companies with
loans less thanz200
crore to'NCLT, reports
Saloni Shukla.

.................... A [ T
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" NCLAT approves JSW Steel’s ¥19,700-crore

proposal to acquire Bhushan Power and Steel

Will ED move the
apex court against
the immunity
given to JSW Steel?

SURESH PIYENGAR

Mumbai, February 17

The National Company Law Ap-
pellate Tribunal has approved
the <19,700-crore resolution
plan of JSW Steel to takeover the
bankrupt Bhushan Power and
Steel. The approval comes with
the immunity sought by the
New owner against investiga-
tions being carried out against
the erstwhile promoters of
Bhushan Power and Stee.

This comes after the govern-
ment recently amended Section
32A of the Insolvency and Bank-
ruptcy Code, providing im-

munity to the bidders and the
insolvent company’s assets
from investigation. However,
the Enforcement Directorate
had argued that the amended
Act will not have retrospective
effect and cannot be applied in
JSW Steel's case.

After its bid was approved by
NCLT, Sajjan Jindal-promoted
JSW Steel had moved NCIAT,
seeking immunity from the on-
going criminal investigation
against BPSL promoters.

While providing the im-
munity to JSW Steel, Justices S]
Mukhopadhaya, Chalrperson
and Bansi Lal Bhat, on Monday,
said that the order passed by the
NCLAT will not come in the way
of the EDor the Serious Fraud In-
vestigation Office or the Central
Bureau of Investigation pro-
ceeding with the investigation

or taking any action in accord-
ance with the law against
erstwhile promoters, officers
and others of the ‘corporate
debtor’.

However, it has to be seen
whether the investigating agen-
cies — the ED, the SFIO and the
CBI — which had earlier ques-
tioned the authority of NCLAT to

provide such an immunity, will

move the Supreme Court
against the verdict. It is also not
clearwhen JSW Steel will deposit
the bid moneyto close the deal.

ED dragsin the mining link

Last July, state-run lender Pun-
jab National Bank declared loan
exposure of 3,805 crore to
bankrupt BPSL as fraudulent
and fileda case in the ED against
the company’s promoters. Fol-
lowing this, the ED had not only

attached the properties under
insolvencybutalso dragged [SW
Steelinto the investigationasita
had tie-up with BPSLin a mining
venture.

JSW Steel dismissed the con-
tention on the miningjointven-
ture stating that the mining was
allotted by the Government toa
consortium of four companies
and the allotment has since
been cancelled.

Last month, NCLAT had re-
served its judgment on JSW
Steel's purchase of the insolvent
BPSL. In October, the appellate
tribunal had ordered a freeze on
payment, as per the resolution
plan.

BPSL was one of the 12 large
corporate accounts identified
by the RBIin June 2017 for resolu-
tion under the Insolvency and
Bankruptcy Code. #

¥
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MCX-Aluminium
hovers near
aresistance

MCX Aluminium

Return:53% ¥/kg
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AKHILNALLAMUTHU

BLResearch Bureau

The spot price of Aluminium on the MCX, which

rallied from %130 since the beginning of Decem-

ber, faced a hurdle and softened towards the end

of January after registering a high of X149.65.

The price declined to 135 in the first. week of

Februaryand has been consolidating since then.
Like the spot price, the February mini futures

contract of Aluminium, ie, Alumini on the MCX

| fellin the last week of January. The contract then

bounced from the low of ¥134.7 and is currently
trading near a hurdle at X139. This coincides

| with the 21-DMA, making it a significant resist-

ance.

The daily RSI is largely flat and is hovering at
around the mid-point level of 50. On the other
hand, the MACD indicator on the daily chartisin
the bear zone. But it has been flattening, as the
price started to consolidate.

On the back of resistance at %139, if the con-

tract declines, the immediate support is at ¥136.

Below that level, it can retest the prior low at
X134.7. But if the contract attracts buying in-
terest and breaks out of the resistance at 139, it
can advance to %142 in the near term. If it
breaches that level, it can possibly rally to ¥148.
On the global front, the price of the three-
month rolling forward contract of Aluminium
on the London Metal Exchange is facing resist-
ance at $1,750, which coincides with the 21-day

| moving average. Until the price remains below

this level, the contract might continue to face
selling pressure. On the downside, supports are
at$1,700 and $1,685.

Trading strategy
The contract has been inching up since the be-

| ginning of this month. However, it is currently

facing resistance at¥139 and the overall trend re-
mains bearish. Moreover, the price on the LME
too is facing resistance. So, traders can sell the
current month contract with stop-loss at X143,

BUSINESS LINE
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Tata Steel’s
UK biz buyer
Rcquires Zion,
Adhunik too

Reeba.Zachariah
@timesgroup.com

umbai: India-born British
businessman Sanjeev Gupta,
ho made headlines in 2016 for
buying Tata Steel’s UK units,
; 1 has acquired the
m | bankrupt Adhu-
YA nik Metaliks and
' g:g' Zion Steel for Rs
¥\ i 425 crore ($60 mil-
lion). He is the second global
steel tycoon to debut in India,
one of the world’s vibrant me-
tal markets, after LN Mittal.

Tuesday’s announcement
comes after the National Com-
pany Law Appellate Tribunal
(NCLAT) told Guptatomakea
payment by February 14 if he
wants to proceed with the ac-
quisition of Adhunik and
Zion. Though Gupta had put
in a bid for Adhunik and Zion
in 2018, the process gotdelayed
because of litigation. The
NCLAT had ordered liquida-
tion of thetwo companies. But
after an appeal from Gupta,
the liquidation order was sta-
yed. Adhunik and Zion had a
debt of over Rs 5,000 crore.

“It has been a challenging
journey to get us to this sta-
ge,” said Gupta, who is chair-
man of Liberty Steel Group.
He added, “It is great to be in-
vesting in the country where
my family began in the steel
industry a generation ago.”
Liberty, which Gupta laun-
ched 27 years ago while study-
ing at Cambridge University,
is the eighth largest steelma-
ker in the world outside of
China with operations in 200
locations in 10 countries.

Gupta’s immediate plan is
torevive Adhunik and Zion by
introducing his ‘green steel’
modelintheiroperations. The
model is based on using rene-
wable power to fire furnaces
that recycle scrap and use the
finished steel to make value-
added products. LA
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‘Vedanta May Sell ¥2K-cr Rupee Bonds to LIC

Metal co could offer 1.25 times security to insurer with rates in the range of 8.50-9%

Saikat.Das1@timesgroup.com

Mumbai: Vedanta is set to tap Life
Insurance Corporation of Indiaand
raise up to 22,000 crore as the metal
giant is looking to sell its 10-year ru-
peebonds. The company issaid tobe
selling its maiden long-term papers
in the local debt market, where the
largest insurer islikely tosubscribe
the whole sum, dealers said.

“The issuer will likely offer 1.25 ti-
mes security to LIC against such a
proposed investment,” one of the
market participants with the direct
knowledge of the matter told ET.

This means, for an investment of
%2,000 crore the value of tangible or

E g tangible security to t?e provided

would be 22,500 crore.

The companywﬂl usethe proceeds
to fund both capital expenditure
and refinancing needs. The bonds
known as non-convertible redee-
mable debentures will open for sub-
scriptions next Monday on the ex-
change-driven electronic bidding
platform. The proposed bond sale
could well setabenchmark forother
large corporates reaching out to the
largest insurer.

The debt papers would offer rates
intherange of 8.50-9%, dealerssaid.

Vedanta and LIC of India did not
respond to ET’s emails sent at a
shortnotice.

CRISIL has given the company AA
rating with stable outlook.

“The ratings continue to reflect

strong resilience in business risk
profile, driven by Vedanta's diversi-
fied presence across commodities,
cost-efficient operations in domes-
ticzincand oil & gas (O&G) busines-
ses, and its large scale of opera-
tions,” the local rating company sa-

id in a note on January 10.
4 “These credit stren 1S are parti-

ally offset by the higk
cing, leverage, coupl

, albeit redu-
with large

capital expenditure (capex) plans, |

and susceptibility of its businesses
tovolatile commodity pricesandre-
gulatory risks.” ¢

Vedanta is the flagship operating
of Vedanta Group —- one of the

world’s largest diversified natural
resource groups. Itsi business is
spread across iron ore, copper, alu-

minium, oil & gas and power gene-
ration. Vedanta’s alummmm & po-
wer business signed an agreement |
to deploy GE's Digital Smelter solu-
tions at its largest smelter in India
at Jharsuguda in Odisha, ET repor-
ted on February17. )
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Open acreage coal mining will create
level-playing field for investors

The Centré can delimit blocks and allow
bidders to decide on size, kind of mines

|ANALYSIS

PRATIM RANJAN BOSE
Guwahati, February 20
Opening the coal sector to
private and foreign participa-
tion, a landmark reform initi-
ated by the Narendra Modi
government, marked the end
of coal nationalisation and
dubious captive mining era.

In future, blocks will be
awarded without any end-use
restrictions.

However, this may not trig-
ger a rush for investments in
the coal sector.

This is partly because, India
was too late in opening the
sector and, thereby, missed
the era of coal rush that
ended last decade.

During that period, ground
conditions for mining be-
came more challenging in In-
dia, due to environmental
and land acquisition-related
concerns, impacting the po-
tential return on investment.

To add to the problems, the
government is in the mood to
auction the same blocks that
were once created for captive
use. This might help speed up
the process.

But on the flip side, these
blocks are too small to attract
global miners which have ac-
cess to modern technology.

. Abetter option would be to
delimit the blocks and intro-
duce open acreage system, as
in the oil and gas sector, allow-
ing bidders to decide on the
size and kind of mines.

For long-term gains, the
government should insist on
introducing modern prac-
tices, which are clearly lack-
ing in the coal sector.

Much-needed reforms

India’s socialist legacy had a
telling impact on the coal sec-
tor. Nearly 45 years since na-
tionalisation in 1975, the coal

N\

' opencast

industry is no match to China
that denationalised the sector
in1978.

In 1980, China (381 million
tonnes) was producing three
times more coal than India
(127 mt).

According to Global energy
statistical yearbook, China
produced 4.5 times more coal
than India in 2018. With China
restricting production in re-
cent years, this number has
come down substantially in
recent years as the country re-
stricted production.

The performance of India’s
coal sector will look paler,
given the vast availability of
reserves  closer
(within 300 m) to the surface,
which are easier to mine.

Nearly 94 per cent of Coal
India’s (CIL) production,
which was 83 per cent of the
national output of 730 mt
(2018-19), came from opencast
mines. China, on the other
hand, produces 86 per cent
coal from deep underground
reserves, the US 40 per cent
and Australia 20 per cent.

India has 25 per cent under-
ground reserves, which were
neglected for want of techno-
logy. More than half CIL’s pro-
duction comes from small
contractor-operated  mines
that thrive on compromised
technology and labour-cost
arbitrage.

Given that coal reserves are
concentrated in heavily fores-
ted zones compared with
China or Australia, the dispro-
portionate focus on low-cost
opencast mining has sharper
implications for the environ-
ment. Roughly 3,000 hectares
of land is plundered annually,
at the current level of
production.

From better mining prac-
tices to workers’ rights, none
of the promises of national-
isation was fulfilled.

Two-thirds of the combined

Nearly 94% of Coal India’s production, which was 83% of the national
output of 730 mt (2018-19), came from opencast mines ReuTErs

production of the state sector
(including CIL and Singareni'
Collieries), come from ap-
proximately 39,000 contrac-
tual workers earning peanuts.

The benefits of nationalisa-
tion go to three lakh union-
ised regular employees.

Costly delay
With coal mining being
opened up now, the new
entrants have to compete
with the state sector, which
follow too many wrong
practices.

Globally, the rush for set-
ting up coal power plants is
over. The fast-changing tech-

_nologies in the renewables

sector are impacting the price
dynamics of energy commod-
ities. This is, in turn, having an
impact on the return on in-
vestment in a coal mine.

Environmental concerns
are on the rise. Lopsided focus
on opencast mining and con-
centration of majority re-
serves in four States add to the
risk.

Any mass movement akin
to the flare up on land issues
in the last decade can upset
the industry.

Land availability, a concern
The biggest concern is land.
For a country where two-
thirds of the population is de-
pendent on land and the pop-
ulation-density is 10 times
that of the US and 2.5 times

that of China, the share of ar-
able land (to total land) is
three times higher than in the
US or China.

The pressure on land will
become more intense in the
days to come, as population
increases. Net-net, land ac-
quisition would be costlier
and more difficult.

Land acquisition became
exorbitantly costly in India
following the introduction of
the new Act in 2013.

According to CIL’s internal
assessment, its new projects
are not viable at the current
prices. But it is managing,
thanks to the availability of
legacy assets. New entrants
will not have this advantage.

Change of strategy

While opening up the sector
is the right step, a change in
strategy is required to createa
level-playing field for in-
vestors, failing which India
will be willy-nilly at the mercy
of a similar group of compan-
ies that are mining on behalf
of the state sector.

Open acreage is a right tool
to give investors the freedom
to innovate. Currently, a set of
laws require miners to ac-
quire surface area.

With the right policy envir- s
onment, foreign investors
may be encouraged to go for .
underground mining as part
of long-term sustainability of
the industry.
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MCX-Zinc likely
to fall further

MCX Zinc

’ Zi Return:-11.7% ¥/kg
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AKHIL NALLAMUTHU

BL Research Bureau

The February mini MCX zinc futures contract,
which was moving sideways for the past one
week, broke below the support of ¥166.4 on
Wednesday. A daily close below that level can
invite more bears dragging the contract
lower. Notably, the contract price continues to
remain well below the 21- and 50-day moving
averages, indicating considerable selling
pressure.

Though the prevailing trend is bearish,
there are some indications that calls for cau-
tion. For instapce, the Moving Average Con-
vergence Divergence (MACD) indicator on the
daily chart is exhibiting a loss of momentum
in the downtrend. Though the daily Relative
Strength Index (RSI) is below the mid-point
bearish zone level of 50, it is hovering in the
oversold levels as well.

If the contract closes below the support
level of X166.4, it is likely to decline to ¥162 in
the coming days. A break below that level
might drag the contract to ¥158. On the other
hand, if the contract manages to turn the tide
in its favour, the immediate hurdle will be at
X170. Above that level, resistance is seen at
X174.6.

On the global front, the three-month
rolling forward contract of Zinc on the Lon-
don Metal Exchange (LME) is seen struggling
to break out of the resistance at $2,200. Cur-
rently trading at $2,128, it is trading near the
multi-year low of $2,117. The metal will be sub-
ject to considerable selling pressure until the
price stays below $2,200. This level is coin-
cided by 21-day moving average, making the
resistance significant.

Trading strategy

The overall trend is bearish and MCX Zinc fu-
tures has broken below a support and is head-
ing lower. Moreover, the trend on the LME is
bearish. As there is a possibility of the MCX
contract declining further, traders can initi-
ate fresh short positions with stop-loss at Z171.
I
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Gold climbs to 7-year high as “
virus woes boost demand

REUTERS

February 20 '

Gold prices rose to their highest
level in seven years on Thursday as
investors sought safe haven assets
after a rise in the number of new
coronavirus cases in South Korea
added to worries over
the global economic
impact of the out-
break.

Spot gold was up 0.4
per cent at $1,617.52 per
ounce by 1227 GMT, its
highest since February
2013. The US gold fu-
tures rose 0.6 per cent to $1,620.50.

“As long as the coronavirus
problem is in the headlines, gold
prices will be very well supported
at current levels, if the situation
deteriorates prices can even go

higher,” said SP Angel analyst

e —
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Sergey Raevskiy. Holdings of the
world’s largest gold-backed ex-
change-traded fund, SPDR Gold
Trust, rose 0.2 per cent to 931.60
tonnes on Wednesday, their
highest since November 2016.

On the technical front, “$1,600
an ounce is a good
support (for gold),
while resistance lay at
$1,613-1,615," said Af-
shin Nabavi, senior
vice president at pre-
cious metals trader
MKS SA.

Elsewhere, palla-
dium fell 0.8 per cent to $2,691.85
an ounce, having touched a record
high of $2,841.54 in the previous
session on supply deficit concerns.

Silver was steady at $18.40, while
platinum slipped 0.7 per cent to
$998.50.
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Indla S 1st pvt
gold mine to
take off in 2021

Hyderabad: India’s first pri-
vate gold mine is expected to ta-
l;e off in thelast quarter of 2021
if land acquisition for it is
completed in the next six
months at Jonnagiri in Kurno-
oldistrict, Andhra Pradesh, Af-
ter negotiating with farmers
and completing exploratory
mining, Geomysore Services
Indlq PvtLtdisintheprocessof |
acquiring350 acres of land.
Geomysore has acquired
mining lease for 1,500 acres in
Jonnagiri. “Once the land ac-
quisition is completed, we
will take 10 more months to set
up the processing plant. Then
wewillstartproduction,” said
Jade Devenish, MD, Geomyso-
reServices India Pvt Ltd.
—USudhakar Reddy

——
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sector declines 7 per cent
NEW DELHI, Feb 21 (PTT) coal sector’, a Government offi- .
cial had earlier blamed extend-
ed monsoon for the loss of cp,al
output for a few months (from
July) in the current fiscal. 2

CILsawits production decline

STATE-OWNED CILs coal sup-
plyto the power sectorregistered
adecline of 6.8 per cent to 377.86
million tonnes (MT) in the the

April-Januaryperiod oftheongo- by 3. 9 per: cent to 451.52 MT in
ing fiscal. 7 April-January

The commodi- ¢ 8 petiod, over
ty despatch by 1 469.65 MT in the

Coallndia (CIL) to
the power sector
in the year-ago §

44 year-ago period.
& The state-owned
i firm had earlier

periodwas405.61 ) t said that it will
MT, according to [ f produce 750 MT
official . data. of coal in the next
However, the coal © financial year.
despatchbyCILto thepowersec- The ﬁrm will further produce
tor in January registered an 1billiontonnesofcoalbyFY2024,
increase of 2.9 per cent to 43.20  Coal Minister Pralhad Joshi had
MT, over 42 MT in the corre- said. The public sector under-
sponding month of the previous  taking has been given a target of
_ fiscal, it said. producing 660 million tonnes of
The supply of dry-fuel by . coal amountmg to 82 per-cent of
_Singareni Collieries Company the country’s coal output. Joshi
Limited (SCCL), a state-owned had said that with the demand

coal miner, in the April- January

period also registered a decline
? of2 6 per cent to 44.03 MT, over
45.22 MT in the year-ago period.
Stating rain as the ‘enemy of the

for power rising steeply, there is
enough opportunity for both
Government and private sectors
to produce coalwithoutadverse-
ly impacting each other.

T ol

Coal supply by CIL to power 1)

3,000 tonnes of gold
reserves found in
UP’s Sonbhadra

B The value of this
amount of gold
could be around
Rs 12 lakh crore

SONBHADRA, Feb 21 (IANS)

AN estimated 3,000 tonnes of
gold reserves have been found
in Uttar Pradesh’s Sonbhadra
district, the Department of
Geologyand Miningconfirmed
on Friday.

According to current prices,
thevalue of thisamountofgold
could be around Rs 12 lakh
crore. Sonbhadra is counted
amongthe mostbackward dis-
tricts of the country.

The area of the hill where
the gold was found is said to
be 108 hectares. An order for
itsauctionhasalso beenissued
through e-tendering.

A seven-member team was
constituted for geo-tagging of
mineral sites, and their report
will be submitted to the
Department of Mining,
Lucknow by February 22.

Sonbhadra District Mining
Officer K K Rai told IANS that
a team of Department of
Geology and Mining and
Geological Survey of India (GSI)
is engaged in this task.

He said that work on the site
started after 2005 and the
report has just been received.
It is estimated to hold about
3,000 tonnes of gold.

The GSI is conducting an
aerial survey ofthe quarryarea
forwhich two helicopters have
been deployed. Rai said it is
beingassessed howmuchland
comes under the Revenue
Department and under the
Forest Department so that the
process of permission fromthe
forest department for mining
can begin.

The State Government has
also expedited the process of
leasing these mines. For the
mining, the process ofgeo-tag-
ginghasbeenstarted before the
auction process. E-tendering
will be done as soon as the
demarcation work is
completed.
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