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ight core industries’ output grows

|

7.5%in Oct, exceeds expectations

While coal and natural gas showed faster
growth, fertiliser and steel remained flat

OUR BUREAU
New Delhi,November30
Aided by base effect, the out-
- put of eight core industries
gréw a robust 7.5 per cent in
October 2021, official data re-
leased on Tuesday showed.
This was higher thanthe 4.5

per cent growth recorded in
September 2021 and 0.5 per

cent growth recorded in Octo-
ber last year.

_ Thechart toppers

The latest performance was
driven by a sharp rise in out-
put in coal (14.6 per cent); nat-
ural gas (25.8 per cent); re-
ry products (14.4 per
cent), cement (14.5 per cent);

and electricity (2.8 per cent).
The remaining constitu-
ents — fertilisers (0.04 per
cent)and steel (0.9 percent)—

remained flat or displayed
moderation in their pace of
YoY

per centin Oc
M

‘menthasmylsedugwar&the :
y'awﬂlfor s -

core

that contlnued to reglster
high growth rates over im-

growth. However, crude
oil recordedﬁmacﬂgnbfu 5

coﬁioutputganspefcem
_ over ‘1.7 per cent, cement
: mu.smﬁnt
- cent. “The coal e is e

o

mlning. '
problem,” hesaid.

In the case of cement, there
 pressive rates last year. While  has been continued focus of

the government on roads
(seen in the fiscal numbers
too), which had added to de-
mand. This may be expected
to be sustained in the coming

4 mpnthstoo.he added.

\ Chief Econom-
RA, said the divergence

~ cement
| risein steel is reflective of the
3 eﬁgﬂs in auto production,

reas construction activity
ppears to be healthy.
“Mﬂi a mixed trend dis-

 played by most early indicat-

ors that are available for
November 2021, we expect the
core sector growth to slip to
under 5 per cent for this
month. While the core sector

~ growth has accelerated and

the festive season trends were

i hroadly positive, the 22 per

cent contraction in auto out-
put is likely to push the Octo-
ber 2021 IIP growth to below
2.5 per cent”, she said.
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'MCX to launch options

tradmg in nickel soon

Mumbil.Dechbefl

MCX, the ‘country’s largest
commodity exchange, will
launch options trading in
nickel (1500 kg) futures by the
middle of this month with the
‘growing  investors  and
hedgets' interest in metals.

The options contract will
provide a more cost-effective
tool for hedgers even as
the underlying fu-
tures contract has
gained good
traction. i

Initially, three op- ¥
tions contracts expir- -,
ing in January, February
and March will be availa
for trading with the underly-
ing futures contracts.

The position limits for op-
tions contracts at the client
level would be 2,000 tonnes or
5 per cent of the market-wide

open position across all Nickel '

Options contracts together.
For members, the limit

G
ble\

THE HINDU DATE/12/2021 P.N.12
NMDC ore
would be 20,000 tonnes or 20 .
per cent of the market-wide, Outpllt l'lseS,
open position, whichever is - ol
hpigeher - across all Nickel Op- Sa.les dlp :
tions contracts together. ; bt
Options contracts on expiry - e
will devolve into the corres- e e
ponding futures position.
Then, if the open position ex- m?:;mjmmc el
ceeds the permissible limit it 34 milliorf tonnes
has to be reduced within (M) of iron ore and regis-
_ " two.trading, days, said teredsalesof2:88MTm
the exchange. November..

The MCX options The output was hxgher
strike price interval R“’_d“‘?ed a year earlier,
of %20, while the while monthly sales were

tick size (minimum lower for the first time this

7 price movement) will fiscal. In November 2020,

be %0.05. The cost of sales totalled 3.3 MT.

hedging through options is . Production and sales for

much lower than that of the first, eight months of
futures. the fiscal stood at 24.37 MT .

Risk management for pro- | (17.98 MT) and 24.96 MT

ducers, exporters, processors | (18.73 MT) respectively, the

and SMEs using nickel is crit- best ever performance up

ical as any adverse movement to November for any year,

in prices can impact the over- the public sector company
allcost. = said in a statement. |
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Steel ) m Nip-
Sglndla (AM/NS), tho-

said the price fall :
steel ush, p si%

7,00
highle- uldbetemperaryasmdmnste.
f el prices are still at a discount




BUSINESS LINE DATE : 5/12/2021 P.

per cent, vnapplng up the week at
$22.51 per ounce.

on the domestic Multi
Commodity Exchange (MCX), gold fu-
tures (February expiry) closed the week
at ¥47,903 (per 10 grams) down mar-
ginally by 0.1 per cent. Silver futures
(March series) lost 23 per cent and
ended at%61,516 (per kg). The underper-
formance in silver is likely to stay for a
while.

‘That said, the Commitment of
Traders (COT)report by the Commodity
Futures Trading

come down in COMEX Gold since mid-
November. As per the latest data, net
longs in gold stand at 731 tonnes as
against 882 tonnes a fortnight ago.
Thus, speculative positions seem to
move away as price declines.
Although as prices remained weak,
the net flowsto the gold ETFs (exchange
traded funds) have stayed positive for
the last two weeks. That is, cumulative
net inflows in the past couple of weeks
'stands at nearly 20 tonnes as per the

7 World Gold Council (WGC) data. This is

largely due to considerable inflows in
the North American region. Investors

seem to be capitalising on falling price
to raise their exposure to the yellow

metal. If this trend continues, this can’

give an upward push for gold price.
MOX-Gold (¥47,903)

MCXGold futures (February contract) '

began the week with a gapup at
48,184 versus previous week’s close of
%47,960, but failed to get a strong fol-
low-through rally. Bears were quick to
respond, and the contract fell and re-
gistered a fresh one-month low of
¥47350 on Thursday. However, there
was a recovery on Friday and thus, the
contract ended the week with a minor
loss of 0.1 per cent at 47,903

So, the broad range of 47,000 -
¥49,000 stays valid. But within this
range, the contract seems to be largely
held within ¥47,400 and ¥48,500. The
direction through which the futures
breakout of this range can signal the
potential price swing. A move above
%48,500 can turn the sentiment posit-

Gold remams dlI'CCthI]lCSS

ive. In this case, it can be expected to
rally past ¥49,000 and touch ¥50,000.
Resistances above this level are at
¥52,500 and ¥54,000. On the other
hand, if the contract slips below

47,400, selloff can intensify. This

mightdragitdown to%46,500 and pos-
sibly to ¥45,920 - a crucial support. A
breach of this level can turn the me-
dium-term trend bearish.

Hence, traders can stay on the side-
lines given the prevailing conditions
and initiate fresh trades along the dir-
ection of the break of the price band of
¥47,400-%48,500.

Golonglfgoldﬁ:tumsramsabave
¥48,500 with initial stop-loss at
%47,700 i.e,, just below the 50-day mov-
ing average (DMA). When the contract
reaches 49,500, revise the stop-loss to
¥48,500. Exit at¥50,000 as thiscanbea
hurdle. Depending on how the con-
tract reacts to this level, further trades
can be planned later.

Alternatively, if contract dmps below
¥47,400, go short with stop-loss at
%48,500. When the price declines to
46,500, revise the stoploss to

X45,950.

¥47,400 Liquidate the

Positlons ax

MCX-! sllver(!61,516)

ative territory.

Moreover, the number of outstand-
ing open interest (Of) of all active fu-
tures contract on the MCX has in-

- the 50-DMA. A reakout of 64,000
canturnthe nea noutlookpositive
wherein the cort: canpossiblyrlse
¥66,200. !

On the othe hand, the riearest supt
ports can be [seen at 60,000 and

the positions completely

when price drops to ¥58,000.
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Showing steely resolve to rebuild dreams

How Electrosteel, Bhushan Steel, Essar Steel, Monnet Ispat & Energy, and Bhushangower and Steel have been turned around by their acdulm.

companies
such as JSW Steel, Arcelor Mittal
Nippon Steel India and Tata Steel
have been turned around by their
acquirers on the back of relent-
less rally in steel prices.

Improving utilisation

Five stressed steel companies
(Electrosteel, Bhushan Power and
Steel, Bhushan Steel, Monnet Is-
' pat & Energy, and Essar Steel)
with cumulative capacity of 21
million tonnes were put on sale
by the lenders as of March-end.
These assets accounted for 70 per

cent of total financial claims re-

solved or liquidated under IBC in
the steel sector, as per latest Crisil

study.

The acquirers have turned
around the assets and improved
the utilisation level from 65 per
centlbnyﬁscalommwper

t by end driving
zamiomleﬂhenqbemrw

mml companies have revived their capex cycle to improve their profitability '

cesstowldngapmland
oversight.

outlool
mains strong, which has helped

the acquirers ramp up utilisation .

levels. This apart, the acquired as-
sets also have brownfield poten-
ualwalmostd:fuble!hekwe:u
ing capacities of 21 mt, which
could get kick-started over the
next one to two years given the
strong demand outlook.

ate Director, Crisil Ratings, said
fortunately for the steel sector,
the pandemic has not derailed
demand much. Last fiscal, after a
complete washout in the first
quarter, there was a sharp recov-
ery that limited the decline in do-

this fiscal is expected to grow 10-
lzpercent.ledbytheaumandln-
frastructure  segments = and
higher exports, he said.

Quick recovery
Interestingly, Electrosteel Steel it-
self has come full circle in less
tlnnthne{:mdnmnwasdells-
ted from the exchange, and is
now being proposed to be re-lis-
ted to unlock valye.

Vedanta, which made its entry
into the steel business and delis-
ted Electrosteel by paying ¥9.54 a
share, turned the company
around in just eight months. In
all, it paid ¥5,320 crore for the
stressed asset in 2018,

When the company was
dragged into lnsolvmcy in

‘mestic demand to six p for
the year. medgmandguwth in

[ ber 2017, Elec was
incurring a loss of over ¥900

- crore, even before

crore and the financial knders
had put a claim of 13,395 crore,
while that of operational credit-
ors' exposure was ¥782 crore. In

roﬁlol’ ¥2,732 crore by bringing
operadonaloosundln—
ﬁlsingfruh
‘l‘becompanyphmmlddoﬂa
projecttodouble the capacityto3
million tonnes from next March.
The case of JSW Steel’s acquisi-
tion of Bhushan Power and Steel
is more interesting as the com-
pany has made a t of 2918

nal approval from the Supreme
Court.
In a

Steel had paid !19.500 crore in
March to the lenders of BPSL with

the condition that they would re-

dealgetsfi- ing

turn the money back, if the deal
was not approved by the Su-

- preme Court.

Seshagiri Rao, Joint Managing
Director, |SW Steel, said the in-
vestment in BPSL has been giving
good returns and it will increase
further as the company is invest-

. ingtoimprove the operational ef-
ﬁdency of the plant.

he said the c

L

~ will be doubling the capacity

with further investments. JSW

Steel had raised a debt of ¥13,300

crore for acquiring BPSL and pre-

paid ¥3,300 crore in October.
Atul

> Sharma, Managing Pa
-ner.l.inkl.eg;l.saldlznders

would have realised more money
if the National Company Law

| Tribunal (NCLT) process for re-

vival of steel units was speeded
up. Though a few appointments
at NCLT have been made recently
it is not sufficient for faster resol-
ution of insolvency cases, he
added.

Realising value

Rajnath Yadav, Research Analyst,
Choice Broking, said not only did
the metal companies that ac-

quired stressed assets benefit

from steel upcycle but it has

helped financial creditors realise

better value in insolvency cases
‘of Sathavahana Ispat and MSP
Metallics.

“With global supply chain eas-
gradually, we believe that
there is limited upside in price of
select commodities.Lenders can
partially offload their positions

- and further improve their recov-

ery rates,” he added.

In fact, JSW Steel is one of the

_Bhushan (the Bhushan
“ group was spHt into two in 2002
brother

Ay

biggest beneficiaries of |
ency cases as it has angulmt
downstream units of Monnet Is-
pat, Asian Colour Coated and
Vallabh Tinplate.

Slmlhrly. Tata Steel acquired

= with the elder sanja
running  Bhushan _and
Steel and younger brother Nee;
operating Bhushan Steel)
35,200 crorg in 2018. The o)
stressed BSL

ﬁvedmeslncmselnScptembe
quarter net profit at 1,837 crore |
X342 crore in the same

paid %i1,424 crore in the first half

of this fiscal to reduce its gross

debt to X78,163
Afteralong ;

Steel companies are also de-
leveraging their balance sheet by
prewv!nsdebtwpwrwd
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Aluminium
units warn
of shortage,
price hikes

Sanjay.Dutta@timesgroup.com

New Delhi: Domestic alumi-
nium manufacturers have
warned of shortageand resul-
tantincreaseinpriceasthein-
dustry continues tododder on
the brink dueto curtailed coal
supplies for captive genera-
tion. This comes more than a
month after claims were made
that any fuel shortage at utili-
ty power stations had ended.
On Monday, coal minister
Prahlad Joshi told the Rajya
Sabha there was no shortage
of coal in the country and in-
ventoriesat power plants have
risen to nine days from avera-
ge four days during the crisis
between August and October.
But in a representation to
the ministries of coal, power
and railways, Indian Captive
Power Producers Association
said captive generation-based

REFERTO LOW
COAL SUPPLY

industries were getting 50% of
their linkages, or supply com-
mitment, from Coal India. It al-
so flagged reduced availability
of railway rakes asa hurdle.

The continued short supply
has become critical as it coinci-
deswith themetal’s pricerising
globally due to shortage. If coal
supply remains curtailed, it
will impact output and further
increase the price. Coal stocks
at aluminium plants had tur-
ned critical after the govern-
ment had in August halved the
supply from Coal India to non-
power industries and further
pared it to just 10% as rakes we-
re diverted to boost inventories
atutility power plants.

Aluminium - «production
has been declared as a public
utility serviceasitisanessen-
tial commodity.

BUSINESS LINE DATE : 7/12/2021 P.
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Mohal Lalbhai-promoted Mat-
ter Motor Works signed MoUs
for EV two-wheeler project and

- aproject for battery storage in-
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Steel sector needs support

;rgatin_g a leyel=playing field and easy finance are vital

ALOK SAHAY

ommercial steel production

in India has witnessed an up-

' ward trend in the decade or

so in terms of output. In FY

2020-21, Indian crude steel and finished
steel stood at 102.49 million tonnes

(mt) and 94.66 mt, respectively, com-

pared with 26.9 mt and 27.6 mt, respect-
ively, in FY o1. '

So far, the sector has worked closely
with the infrastructure, energy, auto
and shipping verticals. It is now ex-
panding horizons in other segments,
thanks to the following factors.

First, revival of the infrastructure seg-
ment clubbed with the boost from the
government for new infrastructure
projects and fast-tracking of incom-
plete projects has accelerated the pace
for the steel sector.

Second, the energy crisis and the res-
ulmn‘ti})roducﬂon crunch in China is
providing more opportunities. :

" Third, the segment is attracting in-
vestments, both in existing
plants and greenfield pro-
jects. According to CMIE
- (Centre for Monitoring In-
dian Economy), between
2014 and 2021, Indian steel
" companies invested $24.8
billion (X1.85-lakh crore). 9
The steel industry plans to s
invest nearly $62.4 billion
on capacity, expansion in
the coming decade, of
which, $8.09 billion will be invested
over the next three years alone. Experts,
too, predicta super cycle for commodit-
ies worldwide. The segment is slated to

growat7per cent per annum in the me-

dium term. This requires proportion-

ate growth in domestic capacity. Steel °

companies are employing more work-
force to meet the increased demand.
Fourth, armed with state-of-the-art
mills, both in public and private sec-
the steel sectoris adopting techno-
logyin: 1a bid to enhance ef-
ficiency, business proce »
practices, large steel companies are
automating processes to optimise re-
sources and for remote controlling.
Fifth, the steel industry has been at
the forefront in the fight against the
pandemic. Indian steel companies
alone have supplied 2,30,262 tonnes of
Liquid Medical Oxygen (LMO) between

rocesses and best

April and August 2021 often taking a hit
on their production. They set up over
10,000 oxygenated beds and provided
meals for migrants during the lock-
down necessitated because of the
pandemic. .

However, creating a level-playing
field for the international market and
imported steel is important for do-
mestic players. .

~The domestic market has been
flooded by exporters with products at .
dumped prices, or they export
products manufactured after availing
subsidies. As a result, they do not have
to pay full dumping and countervailing

- duty to the extent of subsidy margins.

Additional costs
Domestic players have to bear 810 per
cent of embedded levies, duties, and
taxes as manufacturing cost, as these
are not subsumed in GST. Therefore, do-
mestic steel producers absorb these as
an additional cost while exporting. In-
troducing Remission of Duties and
Taxes  on - Exported
Products (RoDTEP) for ex-
ports will create a level-
playing field against
strong competitors from
 Japan, Korea, and China.
Similarly, costs on logist-
ics, fuel, electricity and fin-
ancing are higher in India
. when compared to other
steel economies. A NITI
Aayog study estimates $80-
100 per tonne as an adverse cost for In-
dian producers. Hence, in order to cre-
ate a level-playing field, implementa-
tion of a corresponding Border
Adjustment Tax (BAT) is of utmost
necessi

India“also follows the Lesser Duty
Rule (LDR) while pursuing anti-dump-
ing measures. Under this, authorities
impose duties at a level lower than the
margin of dumping if this level is ad-
equate to remove injury. The removal of
lesser duty rule will help in checking
undisciplined exporters.

Easy access to finance at a reasonable
interest rate and conducive compli-
ance requirements will also benefit the
industry. The time is ripe to support
this industry with a level-playing field.

The writer is Secretary General,
Indian Steel Association
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Indonesia to displace India as
No2 stamless steel producer

COMMENTARY

The dynamics of the world stain-
less steel market are evolving
rapidly. Production has been
risinginmentyeamandﬂxe
trend is expected to continue
into 2022. Despite being the
world’s largest producer by far,
China’s production is seen con-

strained by State regulations; but

elsewhere in the world produc-
tion is set torise.,

As a result, in 2022, world
stainless steel production is fore-
castto seta record of 58.2 million
tonnes (mt) registering a growth
of 2.5 per cent, according to UK-
based research institute MEPS

metal remains in short supply in
many countries. If anything, de-
mand continues to remain ro-
bust as coumries in different

to prepare themselves for contin-
ued high prices or evenan escala-
tion.

The story gets interesting
when the research institute says

Indonesia is set to displace India
astheworld’s second largest pro-
ducer this year with stainless
steel production of 4.5 mt.

In the currentyear 2021, global
production is set to log 56.8 mt,
showing a growth of 11.6 per cent

from the previous year, accord-

ing to the research agency.

. Thegovernment in the Budget
202122 reduced the customs
duty uniformly to 7.5 per cent on
Semis, Flat and Long products of

- non-ally,alloyand stainless steels

to alleviate domestic tightness.
This is intended to benefit metal
re-cyclers who are mostly small
and medium enterprises.

The addition of nickel en-
hances the of stain-
less steel and makes it a versatile
alloy. The metal is also used in
high-performance wires and

coins.

Tighter nickel market

With the double-digit surge in
global stainless steel production,

 the nickel market is tightening,

. 76,006 tonnes for 2022, With the
rising level of smeltlngacﬂvltyls

 likely impact on economic activ-
. ity is seen making market parti-

- commentator and commodities
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easing of power crunch in China,
seen, according to
observers.

Since the beginnmg of the
month, concerns over the spread
of Omicron, the new variant of
Coronavirus, have gained upper
hand in the metals market. Un-
certainty over the future traject-
ory of the new variant and its

cipants cautious.

From an Indian. perspective,
we are a net importer of nickel
and products made of nickel. The
value of import has been rising
steadily in recent years and
stands at about $300 million.

The author is a policy

market specialist. Views are
personal
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Coal production comes to a standstill

SCCL trade unions demand delisting of four coal blocks from auction list of the Centre

SPECIAL CORRESPONDENT
PEDDAPALLI
Coal production in the go-
vernment-owned Singareni
Collieries Company Limited
(SCCL)’s 45 coal mines locat-
ed across six districts came
to a halt as the workers
struck work from the first
shift on Thursday morning
on the day one of the three-
day sn'ilwealledby five cen-
tral trade unions and the
TRS-affiliated =~ Telangana
Boggu GaﬂXamika Sang-
ham (TBGKS).

The 72-hour stnke was
called by the Joint Action

Committee (JAC) of all the

major trade unions of the
SCCL, affiliated to the IN-
TUC, the AITUC, the CITU,
the HMS and the BMS, be-

SCCL trade union leaders participating in the strike at a coal mine at Yellandu. =c.n.ra0

sources said the overburden

sides the TBGKS, to protest fiscal is 680 lakh tonnes. Koyagudem Block-1Il, Sattu-
the Centre’s decision to auc- All the six underground palli Block-ll and Shravana-  removal work continued on
 tion four coal blocks in the coal mines and four open palliin the state fromthe Un-  a near normal scale. ;
State for commercial mining.  cast projects (OCPs) in the ion Coal Ministry’s' auction In arare show of unity, the :
The SCCL, the only state- Ramagundam region worea  list. leaders of the major trade :
owned coal mining company  deserted look from the early TBGKS members stageda  unions affiliated to the Left, :
in south India, with a man- hours of the day as an over- ~demonstrationin frontofthe ~Right and Centrist parties
power of around 43,000, suf-  whelming number of work-  SRP 3 and 3A incline under- participated in a joint de- :
fered an estimated produc- ers, barring the essential ground mine in Srirampur monstration in front of the :

tion loss of a little over 1.50
lakh tonnes on the first day
of the strike, sources said.

The SCCL management
tried to avert the strike, but
in vain.

The company operating in
the coal-rich Pranahitha-Go-

davari valley of the State has

set itself the target of en-
hancing coal production to
850 lakh tonnes per annum
within three years. The coal

., output target for the current

staff engaged in safety and
other emergency services,
stayed away from their
duties.

Members owing alle-
glance to the major trade un-
ions including INTUC, Al-
TUC and CITU took out

rallies in Ramagundam, Bel-
lampalli, Kothagudem, Bﬁu—

palpally and other areas to
press for their foremost de-
mand to delist the four coal
blocks Kalyan Khani Block-6,

area of Mancherial district
demanding allocation of the
four coal blocks in‘the state
to the SCCL, which they
claimed spent huge amounts
on exploration of coal re-

serves in the four coal

blocks.

Sources said that the over-
~ burden removal works were
also hit in several OCPs as
the outsourcing/contract
workers _too stayed away
from work. However, SCCL

state.

SCCL’s head office in Kotha-
gudem of Bhadradri-Kotha-
gudem district.
Addressing the striking :
workers at the SCCL’s head
office, CITU State general se- :
cretary M Saibabu called
upon the workforce to spear-
head the agitation by draw-
ing inspiration from the his-
toric year-long farmers’
struggle to halt the auction
of the four coal blocks in the

=
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Coal production affected

for second day in a row

Loss putxat a httle over 3.50 lakh tonnes smce Thm‘s lay

smm. CORRBSPONDEN'I'
Pknmmu.u

Coal producuon remained

paralysed across the under-
ground coal mines and the

opencast projects (OCPs) of
the Singareni Collieries
Company Limited (SCCL) as
the 72-hour strike by the
workers of the State-owned

sential staﬂ' abstaining from
duties for the second day in
a row in pursuit of their
charter of demands mainly
removal of the four coal
blocks in the state from the
Union Coal Ministry’s auc-
tion list and allocation of the
four coal blocks to the Singa-
reni Collieries Company
Limited.

The opencast mine at Yellandu deserted durmg workers’
strike on Friday. =c.n.RAO

ties during the first shift in
the 11 areas of the company
across six districts on Friday.

The 72-hour strike called
by the Joint Action Commit-

. teepftheﬁve central trade
+ against the Centre’s decision

unions and the TBGKS
to auction four coal blocks
for commercial mining
brought the coal production
to a grinding halt, resulting
in an estimated production
loss of a little over 3.50 lakh
tonnes since Thursday.
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