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‘Output growth of 8 core sectors
disappoints at 3.1% in November

Numbers reflect downbeat infra sector,
particularly steel and cement: Experts

OUR BUREAU
Néw Delhi, December 31
The eight core industries
output for November 2021
grew at a lower-than-expec-
ted 3.1 per cent, reflecting
some slackening of mo-
mentum post the festival
season. In October, the out-
put of eight core industries
grew a robust 8.1 per cent.
The latest reading was,
however, better than the
contraction of 1.1 per cent re-
corded in November 2020.

Growth in 6 sectors
Slowdown in output growth
was seen in November 2021
in as many as six of the
eight core sectors. These six
sectors were coal (8.2 per
cent), natural gas (23.7 per
cent), refinery products (4.3
per cent), fertilisers (2.5 per
cent), steel (0.8 per cent)
and electricity (1.5 per cent).
The other two sectors —
crude oil and cement — saw
a year-on-year contraction
of 2.2 per cent and 3.2 per

cent, respectively. Moreover,
the YoY growth of only fertil-
iser output recorded a rise
in November 2021 relative to
the previous month (0.4 per
cent), as rabi sowing pro-
gressed.

Meanwhile, the govern-
ment has revised upwards
the core industries’ output
growth for August 2021 to
122 per cent from 1.6 per
cent announced previously.

For April-November 2021,
core industries output grew
13.7 per cent as compared to
contraction of 11.1 per cent
in the same period last year,
an official release said.

Commenting on the latest
core sector numbers, Madan
Sabnavis, Chief Economist,
CARE Ratings, a ratings
agency, said the core sector
data come as a disappoint-
ment as it shows a slow-
down to 3. per cent despite
a low-base effect. Clearly,
there has been a lull in the
infrastructure space with
both steel and cement being

Key numbers‘

® Coal production up by 8.2%, natural gas 23.7%, refinery
products 4.3%, fertilisers 2.5%, steel 0.8% and electricity 1.5% in
November

= Crude oil and cement saw a y-0-y contraction of 2.2% and 3.2%,

respectively

downbeat. This does not au-
gur well for the IIP growth
for the month and invest-
ment, he said.

The Centre needs to ex-
pedite its capex which is
running lower at 49 per
cent compared to 58 per
cent of budget last year, he
added.

Aditi Nayar, Chief Eco-

nomist, ICRA, a rating
agency, highlighted that ce-
ment, crude oil and refinery

products reported a sober-
ing contraction in Novem-
ber 2021 relative to Novem-
ber 2019.

“with the considerable
moderation in the core sec-
tor growth and the sequen-
tial decline in the GST e- way
bills, we expect the IIP
growth to flatten to under
2.5 per cent in November
2021, in spite of the low base
(1.6 per cent in November
2020),” she said.

=
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India eyes lithium, cobalt mines inS. Ameri

Mines Ministry
creates joint
venture company

KABIL to.identify,
acquire assets

RISHI RANJAN KALA

New Delhi, January 4

India is working on acquir-
ing mines of strategic miner-
als such as lithium and co-
balt in producing countries
like Australia, Argentina,
Bolivia and Chile. The gov-
ernment’s move is aimed at
ensuring a committed sup-
ply of raw materials, espe-
cially for renewable energy
(RE) and e-mobility sectors.

The Mines Ministry has

created a joint venture com-
pany — Khanij Bidesh India
(KABIL) — with participating
interest from National Alu-
minium Company (Nalco),
Hindustan Copper (HCL) and
Mineral Exploration Corpor-
ation (MECL). The equity par-
ticipation is - 40:30:30,
respectively.

This initiative will cater to the requlréments of e-mobility,
renewable energy, medicine, aerospace and aviation Sectors REuTers

To ensure India’s mineral
security and attain self-reli-

~ance in the area of critical

and strategic minerals, KABIL
is mandated to identify and
acquire overseas mineral as-
sets of critical and strategic
nature such as lithium and
cobalt, the ministry said in a
statement.

Catering to requirements

This initiative, aimed at giv-
ing further fillip to At
manirbhar Bharat, will cater
to the requirements of cru-

cial sectors such as e-mobil-
ity, renewable energy, medi-
cine, aerospace and aviatjon,
it added.

“Based on a commissioned
study and selection criteria,
select source countries have
been shortlisted for explor-
ing possibilities of mineral
asset acquisition abroad. So
far, engagement of KABIL is
under way with source coun-
tries like Australia, Argen-
tina, Bolivia and Chile which
are endowed with cited crit-
ical and strategic minerals,”

ca, Australia

the ministry informed. The
primary interface has been
the respective Embassies and
Missions of India in those
countries for sharing of in-
formation. .primarily with
State-owned organisations
for taking up due diligence
and investment decisions
with respect to prospective
mineral acreages.

In 2020, KABIL signed a
non-binding memorandum
of understanding with non-
disclosure agreement with
three State-owned Argen-
tinian organisations in July,
September and December
for the purpose of informa-
tion sharing regarding pro-
spective mineral acreages.

In the country, the Atomic
Minerals Directorate conduc-
ted preliminary surveys on
surface and limited subsur-
face exploration, which re-
vealed presence of lithium
resources of 1,600 tonnes (in-
ferred category) in the peg-
matites of Marlagalla-Al-
lapatna area in Mandya
district of Karnataka.
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ANAI.VS'I‘ VIEWS

Jindal Steql sz Steel,
SAIL, Tata Steel, NMDC

“inthe mld to long term

Rajesh.Mascarenhas
@timesgroup.com

Mumbai: The production cut in
China, reduction in leverage, in-
creasing profitability, and sharp
correction in stock prices in the
past three months make Indian
steel stocks a good buy, according
to analysts. who recommend
stocks such as Jindal Steel, JSW
Steel, SAIL, Tata Steeland NMDC
for a decent return in the mid to
long term.

The Nifty Metal index has decli-
ned 12% from the yearly high or
3.45% in the last three months
compared toa percent gain by the
Nifty due to muted demand. Tata

WhﬂBJindalSteel

and tabmtysi-
de, theirvaluatlonmultipleshawe
de-rated, and most steel stocks ha-
ve corrected sharply in the past
three months,” said Siddharth
Gadekar, analyst, Equirus Secu-

rities. “With coal prices harde-

ning, we believe costsarelikely to
have peaked, and the recent price
correction presents a buylng op-
portunity in steel stocks.”
Following record levels of Chi-
na’s steel output in the first half
of 2021, November 2021 marked
six months of lower output. Chi-
na Metallurgical Industry Plan-
ning and Research Institute (MI-
PRI) expects steel production to
decline by 2.2% to1,017mt in 2022
with strict production cuts du-
ring the March 2022 quarter. 'l‘he

s plunged 13% in thepast

ry 2022, which has widened the
curbstoﬂdciﬂes&om«inmo

India’s steel
ultiple tailwinds, including
- i e

~ na, China’s removal of export re-

bate of $50-70 per tonne, and cap-
tive iron ore. Domestic steel com-
panies have seen sharp delevera-
ging in FY21, with net
debt-to-EBITDA at 2.3 times com-
pared to 5.8 in FY20, aocordingto
Equirusestimates.
JindalSteelhasredmeditsdebt
from Rs 35,900 crore to Rs 22,100
crore in FY21, while Tata Stael‘s

; to Chi-
uasstlmtpc;gg:g
: c
tion cuts, its sha-
re of the world's

es on 'steelmlirketisdecllning,whlch

also is further indicates that con-
sumption stories outside this box
will see better growth and oppor-
tunities,” said Shilpa Rout, ana-
lyst, Prabhudas Lilladher. “Our
top picks would be 'l‘ata,ﬁtaqland
b s ol
very
scmps have been bottoming out

cannot be ruled out ﬁ?’ﬁ current
levels in the short term time
frame.”

Aceomdlngto Amit Dixit of Edel-
weiss Securities, the recent up-
tick in Chinese domestic prices
raises hopes of a positive rub-off
on the domestic market. “Among
domestic ferrous stocks, we pre-
fer 'l’ata Steel due to sustainably

ormanoe of Tata Steel

pric%s"

reﬂuceairpo tion for the Be-
f~ﬁWer0nlyumpiesin&n #’%ﬁs"heaaded
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ICICI Pru Silver ETF
will be the first-ever
financial instrument
tracking silver

Red-hot white metal MFs eye silver ETFs

SURESH PIVENGAR

Mumbal;january 4
'Afteraslewofnewﬁmdoﬁers.mu—
tual funds are gearing up to flood
the market with silver exchange
traded funds. ICICI Mutual Fund
will launch its silver ETF on Wed-
nesdaywhile Nippon India MFwill
“hit the market with ETF on the
< white metal next Thursday.

Aditya Birla MF, HDFC MF and
Mirae MF have already received
market regulator SEBI's approval
to launch silver ETF and they are
expected to unveil them sooner
than later.

Unlike other existing index-
based equity ETFs, gold and silver
ETFs hold physical inventory of
London Metal Exchange-approved
metals. Though silver in physical

form has been available to in-
vestors, ICICI Pru Silver ETF will be
the first ever financial instrument

silver. Along with silver
ETF, Nippon India MF will also
launch a silver fund of fund that
will invest in its own ETF and help
investors without a demat ac-
count to investin silver.

NIMF is the largest in the ETF
space with asset under manage-
ment of 50,977 crore as of last
November and commands in-
vestor folio market share of 60 per
cent. NIMF ETFs recorded over 70
per cent market share in ETF

volumes on NSE' and BSE in
September.

Its Nifty BeES, one of the oldest
ETFs, tracks Nifty index and is the

‘most liquid among its peers.

Launched in 2007, gold BeES has
given returns in excess of 10 per
centsince inception.

The annual expense ratio for the
ETFis capped by regulation at1per
centof assets butthe fund house is
likely to maintain it at 0.5-0.6 per
cent. The expense ratio of FoFs is
capped at one per cent.

The passive asset under man-
agement of mutual funds has

SIPforaslowas¥100

grown multi-fold to ¥3.82 lakh
crore as of last November against
11,400 crore in 2014.

With most active funds failing
to beat their benchmark index, in-
vestors are more satisfied about
getting market returns than chas-

ingalpha.

Hemen Bhatia, Head ETF, Nippon
Life India Asset Management, said
investors can start Systematic In-
vestment Plan of as low as 100 in
silver FoF; most broking firms fa-
cilitate SIPin ETFs.

The price of silver has moved
from about $30 per ounce at the
start of 2012 to about $23 an ounce
on weak demand from industrial
activity. While Nifty and gold have
negative co-relation, silver and
Nifty are positively co-related as
both are driven by improved in-
dustrial activity. Hence, silver ETF
cannot be considered as part of di-
versification from equities, unlike
gold ETFs. y
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Steel corgpanies expect market to stay stable in 202

With economic activity gradually picking up,

SURESH P IVENGAR
Mumbai, January 4
Steel demand in 2022 is expec-
ted to remain buoyant after
hittinganall-time high in 2021
despite price pressure. With
economic activity gradually
picking up, domestic steel de-
mand registered a sharp re-
covery last year.

Prices  also  increased
sharply on the back of high in-

coking coal and iron ore.

Dampened by rain

Although the | industry re-
mains hopeful, steel demand,
which started slowing down
during the monsoon in the
September quarter, has not re-
covered fully due to un-
seasonal rain hampering in-
frastructure activities in key
consumption States.

Moreover, the steel demand
from the automobile sector is
yet to bounce back to the pre-
Covid level even as other steel-
consuming sectors such as
white goods, packaging and
real estate are limping back to
normalcy.

Supported by the govern-
ment’s infrastructure push,
the domestic finished steel
consumption: is estimated to
grow 16 per cent in 2021, albeit
on a low base and expected to
halve in 2022 depending on

L.

put costs of materials such as

domestic demand saw a recovery last year

the impact of Omicron and
subsequent restriction to be
imposed by the government.

With the rising input cost
and falling selling price, profit-
ability of steel companies is ex-
pected to come under pres-
sure. However, the reduction
in overall debt will lead to
lower interest outgo and cush-
ion the drop in margins to an
extent.

Profits up

Steel companies had managed
to register a rise in September
quarter net profit despite a se-
quential moderation in steel
spreads due to cost pressures,
largely supported by higher
sales following the recovery in
economic activity post the
second wave.

Input cost pressures for do-
mestic mills may moderate
somewhat towards the later
part of March quarter, as
seaborne coking coal prices
have declined 20 per cent
from the high of mid-Novem-
ber, the benefit of which
would slowly get reflected in
mill margins after a lag of 23
months.

VR Sharma, Managing Dir-
ector, Jindal Steel and Power,
said steel prices are expected
to remain stable with down-
ward bias till the March
quarter and from there it will

2

With the rising input cost and falling selling price, profitability of
steel companies is expected to come under pressure ReuTers

depend on sustainability of
domestic demand. Australian
coking prices are expected to
fall from the current $340-350
a tonne to below $300 and the
benefit of it will creep into In-
dia by April, he added.

MSMEs feel the pinch

The sharprise in steel price has
crushed the small-scale user
industries, forcing them to
reach out to the government
for help. Steel prices have gone
up to %70,000-75,000 per
tonne from ¥35,00040,000
over the past year and pushed
up the working capital re-
quirement of MSMEs by al-
most 70 per cent. Following
the complaint by MSMEs, the
government has directed steel
companies to reduce prices for
small companies.

“Our concerns are with
MSMEs which have been sand-
wiched between original
equipment  manufacturers
and steel producers even

while steel companies are
ready to extend a helping
hand,” he said.

Large OEM (original equip-
ment manufacturers) com-
panies such as Maruti Suzuki,
M&M, Hyundai and Larsen &
Toubro, which get their work
done by MSMEs, should revise
contracted price as soon as

they get the request so that

there is no working capital
strain on contractors. Any
delay in revision of prices even
for a month will wipe out
many small industries as they

ment spending still remair
the major driver even as the
is some traction in private se
tor spending in select sector
It is a matter of a few montt
before the private sector take
over, he said.

Ritabrata Ghosh, Assistar
Vice-President, ICRA, said ste|
prices went up to an all-tim
high in 2021, helping mills n
port a surge in earnings an|
thereby an accelerated pace (|

eleveraging.

China led the first leg of
recovery in global steel m
kets during 2020 and the ear
part of 2021. However, goin|
forward, the sustenance of
upcycle in the second le|
would hinge on the heal
demand momentum contin
ing outside of China, he said.

While international st
prices in 2022 are poised t|
settleatlower levels compa
102021, the industry’s absolu
profitability metrics are sti

to remain at heall
levels in the next 12 months,
added.

do not have the withholding ,~ 1

power, he added.

Exports outlook

With the domestic demand ex-

pected to hold the fortin 2022,

steel exports are expected to

moderate. ; :
Seshagiri Rao, Joint Man-

-aging Director, JSW Steel, said

exports have moderated to
pre-Covid levels with revival of
domestic demand. Govern-

J
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COMMODITY CALL

MCX nickel:
Wait for clarity
on prices

!  Rewm230% o

BLResearch Bureau -

The latest run up in nickel price,
which began in March 2021,
seems to have slowed down to-
wards the end of October. Thus,
the continuous futures contract
of nickel on the Multi Commod-
ity Exchange (MCX) started to
charta horizontal path. However,
since October last year, the con-
tract has been forming lower
highs and higher lows, effectively
forming a triangle pattern on the
daily chart. Even though tri-
angles are considered to be trend
continuation pattern, in this case
bullish, the contract should
move out on the upside to in-
crease the chances of establish-
ingarally.

In early December, we had re-
commended longs at 1,550 and
1,535 with stop-loss at ¥1,480.
Currently, the contract is trading
around 31,575, Because the price .
action did not develop enough
positive momentum since then,
traders advised to tighten the
stop-loss to ¥1,545 and reduce the
risk of loss.

On the upside, exit the position
if the price rallies to ¥1,600. For
fresh positions, we will have to '
wait for more clarity on the price
action front. Thus, until then par-
ticipants looking for fresh oppor-
tunities can stay away. '

A breakout of the triangle can
induce fresh upward mo-
mentum wherein the contract
can be expected to swiftly appre-
ciate to ¥1,630. Above this level, it
can rally to ¥1,668. On the other
hand, if the contract breaks the
triangle pattern on the downside,
it can drop to 31,520 and then
possibly to %1,500. Subsequent
support is at X1,470. A breach of
this level has the potential to turn

9
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SURESH P IVENGAR

Mumbai, January 5

The buoyancy in gold jewellery
demand is expected to continue
through this year even as prices
are expected to scale back close
to previous highs with concern
on inflation ruling the roost.

Though, fundamentally, the
expected increase in the US Fed
interestratesand rollback of the
stimulus will strengthen dollar
and pull down gold prices, ana-
lysts believe that the too many
uncertainties posed by new vari-
ants of Covid and geo-political
developments could support
prices.

Investors and analysts believe
that since rising interest rates
make bonds and other fixed-in-
come investments more attract-
ive, money will flow into higher-
yielding investments from gold.

Though the Covid-induced re-
strictions have marred jewellery
demand in the first half of 2021,
it recovered from September
quarter due to pent-up demand
and wedding season sale.

After muted demand in the
last two years, the jewellers are

expecting a bumper sales in the
December quarter and expect it
to continue if there are no harsh
restrictions on retail outlets.

Ramesh Kalyanaraman, Exec-
utive Director, Kalyan Jewellers,
said with continued easing of
Covid-related restrictions and
return of buoyancy in consumer
sentiments across the markets,
festival sales was very positive
and dawn of new normal. ‘

The December quarter was
one of the most -important
period for the jewellery industry
and the market response was
encouraging with gold pnces
dipping, he said.

Prithviraj Kothari, Managing
Director of RiddiSiddhi Bul-
lions, said the fiscal advance-
ment and the effect of pent-up
gold demand are expected to
herald a period of robust de-
mand this year.

US interest rates

The growth in Indian gold mar-
ket is dependent on US interest
rates that are predicted to surge
in the first quarter of the year.

The development also de-

T R =

Jewellers see bumper sales in
the December quarter and
expect itto continue

pends on the anxiety of inﬂation
beingunder control or being on
the higher side, he said.

Gold prices will be driven by
expected tapering of $20-30 bil-
lion fiscal stimulus every month
by the US Fed. If interest rates in-
crease and tapering continues,
gold prices would move down
to about $600-700 an ounce.

If the inflation fear is higher
owing to a global rise in cases
due to third wave, then the gold
prices will inch to $1600-§1700.

Gold prices will increase to
$2,000 an ounce in the unlikely
eventof the US ignores inflation
fear and postpones tapering,
said Kothari. Kaushik Das, Vice-

Demand for gold tobe buoyant thlS year, too

President, ICRA, said the in-
dustry is expected to record a
strong growth of about 35 per
cent last year, albeit on a smaller
base, with the demand for jew-
ellery exceeding pre-pandemic
levels in the recent months.

Organised players are expec-
ted to witness a higher-than-in-
dustry growth of over 20 per .
cent, fuelled by renewed store
expansion undertaken across
markets coupled with an in-
creasing shift towards hall-
marked products.

Price outlook ]
Nish Bhatt, CEO, Millwood Kane |
International, said after two stel-
lar years of returns, gold prices
underperformed most asset -
classes in 2021. :

It attracted investment in a
low-interest rate regime, the
current rising interest rate scen-
ario will continue to put pres-
sure on the yellow metal. In-
terest rates, inflation, and the
manner in which countries con--
trol the new variant will guide
gold prices for a good part of
this year, he said.

ANy
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'AKHILNALLAMUTHU
‘BLResearch Bureau
The continuous contract of alu-

modity Exchange (MCX), which
was flat for the past couple of
weeks, rallied on Wednesday
and closed above the import-
ant level of ¥228.

' Thus, the bulls seem to be
.gaining traction and prices are
Jlikelytogoup.

' Supporting the positive out-
look, the relative strength in-
«dex (RSI) and the moving aver-
‘age convergence divergence
((MACD) on the daily chart are
'showing good bullish mo-
‘mentum. _

. Also, the contract has been
forming higher lows and
‘higher highs over the past two
months.” Moreover, the total
number of outstanding open
interest (OI) of all active alu-
minium futures on the MCX
has seen an increase in the last
month - it stood at 2,929 con-
tracts on Wednesday compared
t0 2,353 contracts a month ago.
That is, a price increase along

minium on the Multi Com- .

' Hold longs on MCX aluminium’
|

T IPRRN)

Jan 06, 2021

Jan 05, 2022

.

with increase in Ol is a bullish
indication.

Notably, we had advised long
positions in aluminium fu-
tures during the final week of
Decemberat¥225and ¥220.Re-
commended stop-loss was at
214.

Traders, who already hold
longs, can continue to hold but
tighten the stop-loss to 220.

On the other hand, one can
also consider fresh positions at
current level with same stop-
lossi.e., X220.

For both existing and new
longs, when the contract rallies
past X238, revise the stop-loss to
3228.

Liquidate the longs at ¥250
as there can be a price correc-
tion off this level.

11
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%22 offers fear and hopé for commodity mal‘kets'\‘

| COMMENTARY

:G CHANDRASHEKHAR

‘Global commodity markets
'have had a mixed start to the
\new year — optimism over an
‘imminent rebound in eco-
‘nomic growth mingled with
fears engendered by the
'latest wave of the Covid-19
pandemic.

While the markets are
caught between hope and
fear, specific commodities
are diverging. The interplay
was visible in the first few
days of trading, as the market
shows no sign of directional
decisiveness.

Crude oil

.Despite OPEC+ confirming its
plan to produce an addi-
‘tional 400,000 barrels a day
,in February, Brent crude is
‘trading above the psycholo-
'gical $80/barrel.

The decision should have
exerted a downward pressure
on prices, but market parti-
cipants have other ideas,

with many interpreting it as
a signal for demand growth.

Moreover, some countries
are unable to meet the pro-
duction quotas.

Without doubt the market
is moving towards a surplus
in 2022. The question is how
long the demand op-
timism will last or
will Omicron put
paid to these /
hopes.  The 7
next meeting of
OPEC+on Febru-
ary 2 to discuss
upcoming  pro-
duction plans
should prove
interesting.

Gold

The precious metal ended
2021 down by 3.5 per cent —
the first yearly price slide in
three years, caused mainly by
large ETF outflows.

In 2022, the yellow metal
continues to struggle, unable
to decisively breach the psy-
chological $1,800-a-troy
ounce level. Rising bond

yields and dollar appreci-
ation remain a headwind for
gold. Unless investment de-
mand picks up, the metal will
continue to face challenges.
Despite optimistic state-
ments of demand growth in
major consuming markets
such as China and In-
R dia, 2022 is likely
., to see tepid
physical de-
mand be-
Y% cause of infla-
?" tion, currency
¢ depreciation
and lower pur-
chasing power.

Base metals

The complex is caught
between supply bottlenecks
and demand concerns. Zinc
has gained 2 per cent so far
this week to touch $3,600 a
tonne, while aluminium has
moved up by one per cent to
$2,840 a tonne.

High energy prices in
Europe are forcing alu-
minium and zinc producers
to announce production

cuts. Concern over inad-
equate supply is lending
buoyancy. LME warehouse
stocks are also declining fol-
lowing a rise in cancelled
warrants. - -

Despite the supply-side de-
velopments, demand con-
cerns have not waned. Rising
virus infections in the US and
UK is sparking worries of re-
newed restrictions and even
lockdowns. “The world can-
not afford another global
supply disruption,”a large in-
dustrialist cautioned.

Under the circumstances,
business entities with expos-
ure to physical commodities
are most likely to watch the
market for early signals and
not take far-forward posi-
tions. At the same time, the
conditions are ripe for those
with risk appetite to take in-
formed decisions for specu-
lative trading.

The writer is a policy
commentator and
commodities market specialist.
Views are personal
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JSW to expand steel -

' capacity at ¥15,000 cr.

NEW DELHI

JSW Steel said it has
earmarked ¥15,000 crore to
set up five million tonne per
annum steel-making capacity
atits Integrated plantin
Vijayanagara, Karnataka. e
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"NMDC *S BEST EVER PERFORMANCE

NMDC on a steady growth trajec-
tory, produced 3.95 MT and sold
3.40 MT of iron ore in the month
~ of December, 2021. The largest iron
~ ore producer of India registered
marginal growth in production over
CPLY and delivered the highest
ever production in any December
month since inception. Cumulative
production and sales figures for the
first nine months of FY22, up to December 2021, stood
at 28.32 MT and 28.36 MT respectively, recording the
best ever 9 months physical performance of NMDC. The
company achieved a growth of 30% in production and
27% in sales over the same period last year. Congratulat-
ing the NMDC team for yet this impressive performance,
CMD NMDC Mr. Sumit Deb said, “I’d like to congratu-
late the team for continuing to deliver solid results at the
start of an exciting year. In 2022 with the completion of}
several of our projects you will see NMDC transition into

a very different company with stronger fundamentals and
exciting, cutting edge mining technologies.”
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AKHIL NALLAMUTHU
BLResearch Bureau

The World Gold Council (WGC) came up
th the latest monthly central bank
statistics on gold which shows that the
central banks offloaded 215 tonnes of
old in November-the first monthlyde-
cline since January 2021. But despite the
net sales in November, central banksare
on course of being net buyersin2021,ac-
cording to WGC. \
While the full year gold deman
in 2021 is expected to be pub-
lished by the WGC at the end of this
month, the data on the gold backed
ETFs (exchange traded funds) was re-
leased last week.
In2021, global ETFs saw net outflow of
bout 173 tonnes as risk-on sentiment
dominated the markets. The ETFs have
seen net outflows for the first time in
the last six years. The inflows seen in
Europe and Asia were not enough to
compensate the North american out-

demic levelsas 2020 sawarecord inflow
of 875 tonnes.

On the trading front, the bullion saw
its price depreciate during the first
week of this year. In terms of dollar, gold
and silver lost 1.1and 33 per cent as they
closed at $1,795.6 and $22.3 per ounce, re-
spectively. On the Multi Commodity Ex-
change (MCX), gold futures lost 13 per
sent as it ended at ¥47,452 (per 10

grams), whereas silver futures was .

lown by3.3 percentbyclosing the week
1t¥60,607 (per kg).

While that was with respect to the
srice movements, on the regulations

Tont, market regulator SEBI (Securities.

ind Exchange Board of India) has come
1p with rules for vault managers. This

follows SEBI's proposal in September for
setting up a gold exchange where gold
will be traded in the form of Electronic
Gold Receipts (EGRs), and this will be
treated like any other financial security.

The regulations lay down the obliga-
tions for vault managers and the rules
for depositing and withdrawal of gold.
If someone intends to deposit gold with
the vault manager, they will have to
make it through an accredited refinery
oranominated agency. Vault managers
or their authorised persons will create
and issue EGRs in the name of the de-
positor against their deposit. When the
beneficial owner of EGRs seeks to with-
draw gold, they shall place a request
with the depository and the depository
shall intimate the withdrawal approval
to the concerned vault manager. Post
withdrawal, the vault manager will ex-
tinguish the EGRs and intimate the
same to the depository. With the new
regulations, we are one step closer in
creating a strong gold ecosystem in In-

g
t
:
:
dia and this will lead to domestic price
discovery.
MOX-Gold (¥47,452)

The February futures of gold on the
MCX was trading with a bearish bias all
through the week and posted a weekly
loss of 13 per cent. However, the con-
tract remains within the price range of
¥47,400-48,550, within which it has
been oscillating for more thana month.
Although, it briefly crossed over
¥48,550 to mark a high of 348,785 in
mid-December.

Even though the price action and the
indicators like the relative strength in-
dex (RSI) and the moving average con-
vergence divergence (MACD) are show-
ing some weakness, the futures should
move out of this range to provide some
clarity with respect to the next leg of
trend. Following a rally above 348,550
three weeks ago, we had recommended
to go long at around ¥48,600 with ini-
tial stop-loss at ¥47,600. But a couple of

Precious metalsinnoman’sland

Despite a fall, gold and silver are now above their respective supports

weeks back, we advised to tighten the
stop-loss to ¥47,250. Traders who have
this position can continue to hold for
the coming week. Traders considering
fresh bets can wait for some more clar-
ityon the price action before pulling the
trigger on either side.

In case if the contract breaks out of
48,550, it can appreciate to the imme-
diate resistance at 50,000 in the near-
term. Subsequent resistance is at
%52,500. But if the contract breaks be-
low ¥47,400, the short-term trend can
turn bearish wherein the price could
drop t0¥46,500 and could even decline
t0345,920.

MCX-Silver (¥60,607)

Silver futures (March expiry), which was
consistently testing the crucial resist-
anceat¥62,500 forthe past three weeks,
showed some bullish bias. So, we sug-
gested to consider longs once 362,500
is breached. But last week, the contract
saw a considerable fall of 33 per cent,
shattering the hope of the bulls.

Yet, the contract remains above the
critical support level of ¥60,000. As
such the trend has not turned negative
yet. However, the futures contract
should rally past 62,500 to establish a
sustainable rally. j

So, unless the contract sees a daily
close above ¥62,500 or a daily close be-
low ¥60,000, there will be no clarity on
the next swing in price. The contract
fluctuating within these price levels in
the shortterm is also a possibility.
Therefore, participants are advised not
totake fresh trades and wait for silver fu-
tures to move out of this range.

From the current levels, resistance
can be seen at ¥61,300 and ¥62,500;
while the supports are at ¥60,000 and
%57,800.
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BASEMETALS

BEARONT

Will the robust 2021 rally in base metals
continue into 2022? Here’s what

fundamental and technical factors tell us

GURUMURTHY K
BLResearch Bureau

he year 2021 was robust for

the base metals complex.

After surging in 2020,

metal prices continued to
rise in 2021as well.

The Bloomberg Base Metal ,Spot
Price Index surged 32.8 per cent in
2021 after witnessing a 19 per cent
rally in 2020, closing at 278.83 for the
year 2021

Among the metals, Aluminium
outperformed others by rising about
42 per cent last year. The Aluminium
3-month ‘rolling forwards contract
on the London Metal Ex-
change (LME) rose from
$1,979.50 per tonne in 2020 to
close the year 2021 at $2,807.5,
up 41.83 per cent.

Zinc, Copper and Nickel
prices on the LME were up
2846 per cent, 2517 per cent and
24.94 per cent respectively. LME Lead
prices rose by 15.55 per cent, under-
performing peers for the second con-
secutive year.

Supply disruptions due to locked
shipments and energy crisis in
China in the second half of 2021 were
the major factors that drove metal
prices higher. Coupled with this, in-
creased demand on the back of the
easy money from stimulus measures
of global central banks also suppor-
ted metal prices in 2021. '

Will the rally continue in 2022?
Both fundamental and technical

Ok

Scan & Share

factors point otherwise. Here's more:

Cooling global growth
The global economy has recovered

. well after having hita trough in 2020

on the back of the coronavirus out-
break. However, the growth across
key geographies is likely to slow
down in 2022 as compared to 2021.

The International Monetary Fund
(IMF) projects the global economy to
grow at a slower pace of 4.9 per cent
in2022, from a projected 5.9 per cent
growth in 2021

The US Federal Reserve has fore-
cast the US to grow at a slower 4 per
centin 2022 compared toa projected

growth of 5.5 per cent in 2021

According to the IMF, the
~ growth in the Euro area is likely

to slow down, from 5 per cent
: in2021to 4.3 per cent in 2022.

History shows that a year of
slower growth compared to the
previous year has always resulted in
afallin metal prices. In2011,2015and
2018 — when global growth slowed
down from the previous years — the
base metals price index tumbled to
give negative returns.

The Bloomberg Base Metals Spot
Price Index had tumbled 23 per cent,
24 per cent and 17 per cent respect-
ively in these years. As such, the ex-
pected slowdown in global eco-
nomic growth in 2022 is more likely
to drag metal prices lower.

Slowdown in China
China is the world's largest producer

and consumer of base metals. The
energy crisis in China in the second
half of 2021 saw metal prices surging
on the back of supply cuts. Seasonal
production cuts in the country also
pushed up prices. However, an eas-
ing energy situation alongside pos-
sible increase in production after
winter — possibly from March — can
aid supplies and soften metal prices.

Besides, data shows that China’s
Construction Business Activity Index
has been on a decline. The index has
dropped from 623 in March to 563
in December last year. Other eco-
nomic activity data points also indic-
ate a slowdown in China. For in-
stance, the ‘new export order’ metric
under the Purchasing Managers’ In-
dex for China has also come down,
from 51.2 in March to 48.1 in Decem-
ber last year. So, unless growth in
China's property sector picks up
pace, demand is likely to remain sub-
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dued. The IMF projects China to grow
at 5.6 per cent in 2022, significantly
down from the 8 per cent growth
seen for 2021 So, a slowdown in
China, coupled with a possible in-
crease in supply, can drag metal
prices lower.

Higher supply, lower demand

The base metals complex is largely
likely to be in surplus in 2022. Many
closed down smelters are set to re-
sume operations, easing the supply
disruption caused in the second half
of 2021. Demand, on the other hand,
is likely to remain moderate.

The easy money available in the
form of pandemic stimulus from the
global central banks was also one of
the major drivers of prices in 2021
This easy money is likely to vanish in
2022 and can bring down the de-

-
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Central Bank have already begun the
process of winding down the stimu-
lus. In addition to this, the uncer-
tainty prevailing over the spread and
impact of the Omicron variant re-
mains a threat to demand.

The International Lead and Zinc
Study Group (ILZSG) has forecasteda
surplus of 24,000 tonnes in lead and
44,000 tonnes in zinc for the year
2022. However, these are lower than
the surplus of 27,000 tonnes and
217,000 tonnes in lead and zinc re-
spectively estimated for 2021. Nickel
is likely to turn to a surplus afterade-
ficit forecast in 2021. According to
the International Nickel Study
Group (INSG), nickel can end with a
surplus of 76,000 tonnes followinga
projected deficit of 165,000 tonnes
in 2021. Copper is forecast to run into
a surplus of 328,000 tonnes in 2022

mand Maior cenual baplc like the_from 3 deficit of 42,000 (opes 1o
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3 e U‘fﬁ shgpace demand in 2022 can keep

¥ _metalprices under check.
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Easing freight cost

The lockdowns and
travel restrictions
[ imposed in 2020-
2021 stalled the
shipment « of
- goods across
countries and took
freight costs sharply
higher. The Baltic Dry Index,
a measure of average price
paid for shipping dry bulk
commodities, skyrocketed
311 per cent from 1374 in
§ January to 5650 in October
last year as shipments
stalled. Thereafter, the index
has come off sharply by 59 per
cent to 2,289, indicating easing
of prices and resumption of ship-
ments. Low freight cost can in-
crease the shipments and im-
prove the supply crunch, whichin
turn can ease commodity prices.

strong dollar as a check
The movement in the US dollar will
also bea major factor . The dollarand
commodity prices are inversely cor-
related. That is, a strong dollar will
result in weak commodity prices.
Since commodity prices are denom-
inated in dollar, that makes it cost-
lier for buyers when the US dollar
strengthens. Conversely, weakness
in the US dollar makes it cheaper for
the buyers and can drive the com-
modity prices higher.

The US is in the process of tighten-
ing its policy. Accordingly, the US Fed-
eral Reserve will end its bond pur-
chases by March this year. In its
December economic projections, the
Fed has hinted at the possibility of

‘ three rate hikes in 2022. The US 10Yr

Treasury yields have risen from
around 1.4 per cent to 176 per cent
NOW.

Market is now expecting a much
faster pace of rate hikes by the Fed.
Though the US dollar index has been
broadly in the range of 95.50-97, a
further surge in the Treasury yields
can take the dollar index above 97 to-
wards 98 initially. A further rise past
98 can take the dollar index up to100
and 102 levels in 2022. Unless the Fed
changes its stance by hinting at a
slower pace of rate hike or fewer
than three hikes in 2022 on the back
of the Omicron effect, the dollar is
likely to remain strong in 2022
which in turn can drag metal prices
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MCX copper: Buy
more on declines

BL Research Bureau

The short-term outlook for the
copper futures  contract
traded on the Multi Commod-
ity Exchange (MCX) is bullish.
The pull-back move from the
high near X772 per kg made in
December last week seems to
be ending.- The contract has
strong support in the 728
X725 region. It is currently
trading at %740 per kg.
Chances are high for the con-
tract to sustain above the sup-
port at ¥725. A fresh rise either
from here or after a dip to
¥728X725 can take the con-
tract up to 750755 initially.
A break above %755 will then
pave way for a further rise to
X770 and %780X785 in the
coming weeks. Traders can go
long at current levels,accumu-
late on dips at ¥729. Keep the
stop-loss at X718. Trail it to X743
once the contract moves up to
¥752. Move the stop-loss fur-
ther to 753 once the contract
rises to X762. Book profits at
¥770. The bullish view will go -
wrong if the contract breaks
below %725 decisively. Such a
break can drag copper futures
to %710 initially A further
break below X710 can see the
fall intensifying towards 690
and X680 eventually. But the
price action in the last couple
of days indicate that the con-
tract has been getting buying
interestat lower levels. As such
the break and fall below ¥725
is less probable.
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SCCL aims for ?27000 CT. turnover this fiscal

Company records turnover of T19,002 crore in first three quarters

SPECIAL CORRESPONDENT
HYDERABAD

The management of Singare-
ni Collieries Company Ltd
(SCCL), which is into thermal
and solar power generation
as diversification besides the
core activity of coal mining,
is aiming for a record turnov-
er of 27,000 crore from coal
and energy sales this finan-
cial year.

Confidence of the compa-
ny to achieve the target
stems from its performance
in the first three quarters of
the current fiscal in which
the company has recorded a
turnover of 19,002 crore
from coal and energy sales
against 39,525  crore
achieved during the same

period in'the previous finan-
cial year hit by COVID pan-
demic and its impact on the
economy. ;

The company, as part of
its plans to reach the produc-
tion target of 68 million
tonnes, has fixed a daily tar-
get of mining at least 2.2 lakh
tonnes of coal till March 31.
As of December-end, three
quarters of the fiscal, Singa-
reni has achieved a produc-
tion of 46.52 million tonnes
coal.

Further, the management
has also decided to scale-up
the work hours of heavvy
machinery used in mining to
18 hours a day from the pre-
sent 13-14 hours a day to
achieve the production and

turnover targets. Except in
December (2021-22), the coal
production was higher in the
remaining eight months of
the three quarters of the fis-
cal compared to the first nine
months of the 2020-21 fiscal.
The production of coal in De-
cember 2021 was 5.65 million
tonnes and against 5.72 mil-
lion tonnes mined in Decem-
ber 2020.

According to SCCL offi-
cials, the company has
achieved a turnover of
16,110 crore from coal sales
and %2,892 crore from ener-
gy sales till Decémber-end
this fiscal against 9,525
crore and 2,461 crore
achieved till the same time
during the last fiscal with a

growth rate of 69% and 17%,
respectively. Together, the
growth rate in turnover so
far is 58% compared to the
last fiscal, when the turnover
was 11,986 crore in three
quarters.

In power generation, the
Singareni Thermal Power
Plant (STPP), a unit of SCCL,
has generated 6,904 million
units of energy in the first
three quarters of the current
fiscal against 5,353 million
units generated during the
same period of the last fiscal
with a growth rate of 30% in
terms of generation.

The company hopes to
generate more turnover
from energy sales in the last
quarters.
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Zinc: Wait and watch

around ¥286.

%326.8 to ¥260. Although
there has been a recovery,
there is no strength in the
rally. Itis currently hovering

Following some positive
signs, in the third week of
December, we had advised
to go long on zinc futures at
around %278 and at 3270
with initial stop-loss at
%260. We suggested par-
tially booking profits i.e., 50
per cent when price rallies

AKHIL NALLAMUTHU t0%290 before revising stop-
BL Research Bureau - loss to¥278.As expected, the
The continuous contract of ~ contract rose to a two-
zinc futures on the Multi month high of ¥293.75 last
Commodity Exchange .week. Asit stands, we will be
(MCX) witnessed a down- holding 50 per cent of the
trend between October and  longs with stop-loss at 3278
November last year. In this  and target at ¥300. The re-
period, the contract de- cent price action shows the
clined from the high of contracthasnotgotenough

momentum for a strong
rally. Prolonged consolida-
tion could dent chances of
further rally. Indicators like
the relative strength index
and the moving average
convergence divergence are
indicating a lack of trend.
Hence, for existing longs,
traders can further tighten
the stop-loss to ¥282 from
X278 and wait for the target
at 3300. So, the exit would
be either at 3282 orat3300.
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REUTERS

Nickel prices
soar to highe
since 2014

st

London,janyary 11

hit trading.

expect some

Nickel prices touched their
highest in more than seven
years on Tuesday as global in-
ventories pointed to solid de-
mand while an outage at the
London Metal Exchange (LME)

The overnight outage at the.
world's largest marketplace for
industrial metals lasted five
hours and hampered activity
because some trades did not
go through, traders said."The
outage from the LME last night
certainly played a part and we
shorts  were
stopped out overnight," said
Sucden Financial's head of re-
search, Geordie Wilkes.Prices
for stainless steel, where most
nickel supply is used, jumped
as producers cut production to
carry out maintenance. . 7]
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