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India steel output .

grows 18 pc to
118 MT in 2021

INDIA'S crude steel production
rose by nearly 18 per cent to 118
million tonne (MT) in2021, while
world leader China recordeda 3,
per cent decline to 1032.8 MT,
according to Worldsteel.

India, which is the second
largest steel producing nation,
had manufactured 100.3MT steel
in2020 and China had produced
1064.7 MT of steel in the same
year, World Steel Association
(Worldsteel) said in its report. ,

“Total world crude steel pro-‘
duction was 1,950.5 MT in 2021,
a3.7 percentincrease compared
to 1880.4 MT in 2020,” the glob-
al industry body said. ::

According to the report, m,
2021, Japan produced 96.3 MT
steel as against 83.2 MT in 2020,
The United States’ output was at
86 MT compared to 72.7MT a
yearago.While, Russiaproduced
76. MT steel.

cighle gy Rt
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LN -
Tata Steel Long Products’12,100-cr
Bid to Buy NINL Gets Govt Approval

Our Bureav

New Delhi: The Centre on Monday
said it has approved the bid of Tata
Steel Long Products to purchase
Neelachal Ispat Nigam (NINL) for
¥12,100 crore.

Apart from Tata Steel, consorti-
um of Jindal Steel & Power and
Nalwa Steel and Power and JSW
Steel also bid for the company.

“Government approves strategic
buyer for Neelachal Ispat Nigam
located in Odisha. The highest bid
of %12,100 crore by M/s Tata Steel
Long Products is accepted,” DI-
PAM secretary Tuhin Kanta Pan-

dey tweeted. The amount will go fo-

wards settling liabilities of the
company in the order provided in
the Waterfall Agreement.

The company has
exceeding 6,600 cro-
re as on March 31,
2021, including over-
dues of promoters of

toother creditors and employees.
The finance ministry added that
the company has negative net-
worth of 3,487 crore and accumu-
March 31, 2021. In a statement issu-
ed on Monday, the ministry said

debt and liabilities
%4,116 crore, banks 1,741 crore and
lated losses of %4,228 crore as of

the bid for NINL was approved by
Alternative Mechanism, compri-
sing Nitin Gadkari, Nirmala Sit-
haraman and Piyush Goel.

NINL is a joint venture of four
Central public sector enterprises
— MMTC, NMDC, BHEL, MECON
— and two Odisha government

-PSUs—OMC and IPICOL.

The company has an integrated
steel plant with a capacity of 1.1MT
at Kalinganagar, Odisha. The com-
pany has been running in huge los-
ses and the plant hasbeen closed
since March 30, 2020. The expres-
sions of interest (Eol) were invited
on January 25, 2021 and final three
bids werereceived by December 23.
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Tatas’ 712k cr bid bags
PSU steel co Neelachal

. Move After Al Buy Part Of Tata Steel Plan To
Focus On India After Cutting Losses Abroad

LONGPRODII(!‘I’SBIZTOTAKEOFF

" Reeba.Zachariah
@timesgroup.com

{ Mumbai: Tata Steel will ta-
i ke control of Neelachal
: Ispat Nigam (NINL) after
¢ bidding Rs 12,100 crore, in-
i cludingequity and debt, the
: government said on Mon-
i day. The unit of Tata Sons
: plans to make Neelachal’s
i Odisha facility, currently
i defunct, the hub for its long
: steel business in the future.
i Long steel products refer to
: rods, rails and bars used in
i theconstructionsector.

: The deal comes hot on
i theheelsof Tata Sonsacqui-
i ring Air India from the go-
: vernment through the pri-

: vatisation process. The

i M&A isinlinewith Tata Ste-
i el's strategy of doubling

: down on the India business

i after selling some unprofi-

: table overseas ventures. In

i 2018, it had acquired Bhus-
: han Steelfor Rs 35,200 crore,

¢ thelargest M&A under Tata
i Steel chairman N Chandra-

i sekaran(whoisalsothecha-
¢ irman of Tata Sons) — the
i firstIndiaconsolidationmo-

¢ wveaspartof thatstrategy.

On Monday, the govern-

4th asset bought by |
Tatas fromgovt

2001 | CMC
2002 | SNL
2021 | Air India
2022 | NINL

M&As under N
Chandrasekaran
2018 | Bhushan

s

> The NINL acqulsitlon. ﬁnanced through
a mix of internal accruals & bridge loans,
: will close withm a eouple of months

Steel (largest buy

at ¥35,200cr) , ( ' ;

2019 | Usha >1hta Steel wﬂl also build a 4.5mtpa long

Martin Steel products complex in some years, and

2021 | BigBasket, expand it to 10mtpa by around 2030

IMG, Te]ﬂs N R i, ‘n 33 3

Networks, Air India

2022 | NINL t ‘
ment said it has approved Steel & Power submitted fi-
the highest bid of TataSteel nancial bidsfor Neelachal.

Long Products, a unit of the
$21-billion Tata Steel, for a
94% stake in the loss-ma-
king Neelachal at an enter-
prise value of Rs 12,100 cro-
re. Besides Tata Steel, billio-
naire industrialist Sajjan
Jindal-controlled JSW Steel
and a grouping of Jindal
Steel & Power (owned by
Sajjan’s younger brother
Naveen Jindal) and Nalwa

Tata Steel will have to
pay 10% of the bid amount
when it signs the share pur-
chase agreement. Neela-
chal’s debt exceeded Rs
6,600 crore, while its accu-
mulated losses was Rs 4,228
crore as on March 31, 2021.
This is the first instance of
privatisation of a public
sector steel manufacturing
enterprise in India.
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Budget’s a gem, says
jewellery sector

Customs duty on cut & polished
diamonds reduced to 5 per cent

OUR BUREAU

Ahmedabad, February 1

The gems and jewellery sector
has reason to cheer after the
FM considered most of their
demands in the Budget. The
FM reduced customs duty on
cut and polished diamonds
and gemstones to bring itto 5

Dinesh Navadia, Regional
Chairman, Gujarat, GJEPC,
said: “This time, the govern-
ment has paid adequate at-
tention towards this sector.
We have also shown our per-
formance with robust ex-
ports. Right now the gems
and jewellery sector is having

per cent from 7.5 per cent. one of its best times. All
Notably, the Gems and Jew- factors are supportive, US,

ellery rt Promotion Hong Kong and Middle East

Council (GJEPC), along with  markets are also opening up

Gems and Jewellery Federa- with strong demand.”

tion (GJF)and India Bul-  ,es22...

lion and Jewellers As- sje% 5 . Gold import duty

sociation (IBJA), had
recommended  cus- *
toms duty reduction -\
of 2.5 per cent. On sawn -
diamonds, responding to
the trade’s demand for clarity,
the FM stated that it would
“attract nil customs duty”.
Somasundaram PR, Re-
gional CEO, India, World Gold
Council, welcomed the
Budget, and stated that the
emphasis on exports was
evident with the announce-
ment of a simplified regulat-
ory framework to allow the e-
commerce export of jew-
ellery. :
“The general policy thrust
aimed at higher economic
growth is again a tangible be-
nefit for gold, as it is well es-
tablished thatincome growth
is the single dominant factor
in long term gold demand,”
he said. “Definitely one more
reason for industry to cheer
after the high five for gold in
Q4 by customers,” he added.

.
see

* Haresh Acharya, Dir-
.-' ector, IBJA, said: “This
year India’s gold im-
ports is crossing 1,000

tonnes —one of the highest.

in the past 4-5 years. So, there
was no case for a reduction in
customs duty on gold.”

In order to further boost ex-
port of jewellery through e-
commerce, the Budget also
proposes a simplified regulat-
ory framework, which will be
implemented by ‘June this
year. Further, the customs
duty on pearls 7101 and rho-
dium imports has been re-
duced to 5 per cent and 2.5
per cent respectively as
against previous rates of 10
per cent and 12.5 per cent,
respectively.

In order to “disincentivise
import of undervalued imita-
tion jewellery,” customs duty
on imitation jewellery was
fixed in a manner that a duty
of at least “¥400 per kg” is
paid on its import.
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Go long on MCX copper,
accumulate on dips to X736

GURUMURTHY K
BL Research Bureau
The copper futures contract
on the Multi Commodity Ex-
change has increased after
dropping to X732 per kg on
Monday. Itis currently trading
at¥752 perkg.

Immediate resistance is at
X759-760. But, the current
bounce-back from around
X732 on Monday has
happened from an important
trendline support level of
X730.

As such, the chances are
high for the contract to break
above %760 in the coming
days. Such a break above X760
can take the contract up to
X775 initially. A further break
above X775 will then pave way
for an extended rise to ¥790
and even X810 over the me-
dium-term. Traders can go

long at current levels. Accu-
mulate the futures contract
on dips to X736. Keep the stop-
loss at ¥728. Trail the stop-loss
up to X756 as soon as the con-
tract moves up to ¥764. Shift
the stop-loss further up to
X776 as soon as the contract
touches ¥782. Book profits at
X798.

The bullish outlook will get
negated only if the contract
breaks below %730. Such a
break will be bearish. In that
case, the copper contract can
see a fall to ¥710-700.

But such a move looks less
likely as the support around
¥730 appears to be strong and
it is more likely to limit the
downside.

As such, we see high
chances of the contract mov-
ing up to ¥775 and X790 levels
in the coming weeks.
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‘Metal, realty stocks rally further on Budget proposals

Companies give
thumbs-up to
capex plan

OUR BUREAU

New Delhi, February 2

Indian equity benchmark in-
dices surged for the third
straight session to close at two-
week highs on Wednesday. Spe-
cific BSE indices like metal and
realty ended in green with the
markets continuing to rally on
the back of a growth-oriented
Budget.

The S&P BSE Metal index,
which includes companies like
Tata Steel, Jindal Steel (up 1.30
per cent), JSW Steel (0.81 per
cent), Hindalco (0.50 per cent),
Hindustan Zinc, Coal India,
NMDC (up 3.40 per cent) among
others, closed at 0.89 per cent up
to 20,095.98. Tata Steel bucked
the trend to close lower at
%1,167.50, down 0.01 per cent.
The BSE Metal Index had seen a
strong rally on January 31 and
February 1 too.

Almost all steel and metal

Godrej Properties Hindalco Jindal Steel & Power
1783 513 T4l6
retum 11% 1760 retums% g reum11% o1
L __.___T,‘ 512 " 411
1715 505 / 401
/£ 1678 A 4% £ 1
P 1641 /: 91 e 81
/ — T e
1604 o 4 m
Jan27 Feb2 Jan27 Feb2 Jan 27 Feb2
companies had given the increased its monthly domestic alty index too saw a sharp rally

Budget a thumbs-up on Tuesday,
specially on the back of its capex
push. Steel stocks rallied with
the announcement of favour-
able measure customs duty ex-
emption on steel scrap. How-
ever, analysts say, steel demand
could see some moderation
with passenger vehicle sales
continuing to remain subdued
last month on account of chip
availability issues. The auto sec-
tor consumes around 10 per
cent of total (steel) production
in India.

NMDC hikes prices
State-run NMDC, the country’s
largest iron-ore miner, has also

prices for February by %300/
tonne to ¥5,200(tonne for lump
with 65.5 per cent iron (Fe) con-
tent and by ¥200/tonne to
%4,260/tonne for 10mm fines
with 64 per cent Fe. (Prices are
lower by 9 per cent and 11 per

cent from a year earlier respect-

ively).

“Construction and BFSI re-
main momentum picks while
we see value in FMCG and
Pharma stocks at current levels,”
Sahaj Agarwal, Head of Research
- Derivatives at Kotak Securities,
said.

Realty index jumps 1.38%
Apart from the metal indices, re-

on Wednesday. Improving de-
mand for homes, and the
Budget 2022-23 thrust on afford-
able housing are seen as major
drivers. However, realtors also
expressed satisfaction that there
were no “unexpected shocks” for
the sector in the Budget.

The S&P Realty Index rose to
3931.28, up 1.38 per cent.

Apart from DLF (down 1.37 per
cent) and Oberoi Realty (down
137 per cent), other companies
which are a part of the index
were in green. These include
Godrej Properties (3.61 per cent),
Brigade Enterprises (up 3.87 per
cent), Lodha (Marcrotecl pPe-
velopers - up 5.64 per/

Prestige (up 1.47 per cent) an
Sobha (up 1.12 per cent), amon,
others.

According to Anuj Puri, Chair;
man, ANAROCK Group, previ
ously, the allocation of equity o

sector gaining a strong footin,
during the Covid pandemic
many of these fund houses no
have increased their allocatiof
towards real estate. Hence, th
rally in BSE Realty Index.

“Over and above, there w
nothing as such detrimental fo
the real estate sector. After all, n
news is also good news,” he tol
BusinessLine.

posal for one-nation-one-regis
tration structural reform to fa
cilitate land transaction and sal
deed from anywhere in th
country will help streamline th
real estate sector. “This will

anite in fayour of the listed play

]

.
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Aluminum industry urges
Govt to restore coal supply

OURBUREAU

Mumbiai, February 3 .

The Aluminum Association of In-
dia has sought the Ministry of
Coal's intervention to increase
coal rakes for the industry.

“To avoid closure of aluminium
industry, we earnestly request
your kind intervention to norm-
alise the precarious situation
with immediate resumption of
coal and rakes supply for highly
power intensive aluminium in-
dustry CPPs, and earmarking at
least 2530 coal rakes per day for

economically viable and sustain- |

able industry operations,” the
Association wrote to the secret-
ary, Ministry of Coal.

It said that the Captive Power
Plants are facing alarmingly de-
pleted coal stocks of only 34
days against the prescribed 15
days’ stock. Even though there is
improved availability of coal,
non-availability of rakes for non-
regulated sectors is a major con-
cern since August 2021, the non-
regulated sector is struggling to

get uninterrupted supplies as it|
is limited to just 40-50 per cent
of requirement. “There isa back
log of over 6,000 coal rakes as|
most of the available coal and!
rakes are being diverted to the
power sector as “Priority Coal
Supplies”. We understand now
that the power sector coal in-
ventory situation has drastically
improved to around 10 days’
from 23 days in September - Oc-
tober, 2021,” it said. .

T
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COMMODITY CALI

AKHIL NALLAMUTHU

Go long on aluminium

Return:49.0% .0

BL Research Bureau

The continuous. contract of
aluminium on the Multi
Commodity Exchange began
its latest leg of rally after tak-
ing support at around 3200
in early November last year.

However, the contract,
after hitting a three-month
high of ¥250.25 last week,
has moderated to 3240 cur-
rently. Nevertheless, . the
-uptrend remains intact, and
the contract is likely to re-
sume the rally sooner or
later.

Notably, the 20-day mov-
ing average lies at around
%240 offering good support
for the bulls. Below this,
%234 is considerable support
and the contract is less likely
to slip below this level
Therefore, we expect the re-
sumption of the rally at cur-
rent levels or on the back of
%234,

On the upside, the con-

| AN

tract could move past the
prior high of ¥250.25 and
touch the resistance at 260
in the short-term. There can
be a sideways corrective
phase or a corrective decline
after the contract hitting
¥260. But if the contract
breaks - below support at
%234, expect a correction to-
wards the key.support at
¥224. Subsequent support is
at 2215. X

Traders can go long at cur-
rent levels and accumulate
when the price drops to
¥234. Place stop-loss at 3228
initially and tighten it to
%238 on a decisive break out
of ¥250. Exit the longs at
260.
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Gold, silver struggling
to find direction

Precious metals futures retain sideways range

AKHIL NALLAMUTHU
BLResearch Bureau

Gold inched up last week as the dollar
saw a decline throughout the week.
However, silver underperformed the
yellow metal and ended the week flat.
In the international market, spot gold
price gained nearly 1 per cent to close
at $1,807.5 an ounce, whereas spot sil-
ver closed flat at $22.48 an ounce.
Similarly, on the Multi Commodity
Exchange (MCX), the gold futures
(April expiry) appreciated by 0.7 per
cent to end the week at ¥47,924 (per 10
grams) and silver wrapped up the
week largely unchanged at 360,849

(perkg). .
That said, investors seemed to be a

bit positive on the yellow metal in
January as the global gold ETF (Ex-
change Traded Fund) holding in-
creased to 3,610 tonnes by the end of fi-
nal week of January compared to 3,570
tonnes by December-end —anincrease
by about 40 tonnes.

MCX-Gold (¥47,924)
The April futures of gold on the MCX
rebounded on the back of the support
at¥47,400 and posted a gain of 0.7 per
cent last week. Nonetheless, the con-
tract continues to remain within the
range of ¥47,400-48,550. Until either
of these levels are breached, we recom-
mend participants to abstain from en-
tering new trades.

A breakout of ¥48,550 can turn the
near-term outlook positive wherein
the contractcanrallyto¥50,000. How-

ever, from the current levels, 48,300
can also be a hurdle. On the other
hand, a breach of the support at
%47,400 can invite fresh sellers which
can drag the contract to ¥46,800 and
345,920. :

MCX-Silver (¥60,849)

Silver futures March series witnessed a
mid-week sell-off and hitan intra-week
low of ¥59,951. But the support at
%60,000 arrested the decline. Yet,.
there was no significant bounce as the
contract closed the week almost flat at
¥60,849 versus the preceding week’s
close of ¥61,034. While 60,000 is a
crucial support, the contract has resist-
ance at 61,850 and a critical one at
%62,500. So, we can assume the next
leg of trend only if ¥60,000 or ¥62,500
is broken decisively. Until then, traders
can remain on the sidelines.

If the contract breaks below
%60,000, it can find immediate sup-
port at ¥57,800. Subsequent support
can be spotted at ¥55,850. But if it ral-
lies past 62,500, there will be hurdles
at%64,000 and 365,000.
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' Cement pi prlces up in J an on rising demand

East, South lead
hikes; pricier
imported coal,
volatile crude add
to cost pressure

ABHISHEK LAW

New Delhi, February 6

Cement prices have seen a 3-5
per cent month-on-month
price increase pan-India in
January, led by hikes coming
in primarily across east and
southern regions.

The upward movement
came after weak demand wit-
nessed in November - a wash-
out for cement companies -
continued into a part of
December. Extended rains in
South India, and sand mining
issues in the East (Bihar and
Bengal) were also reasons for
weaker demand for nearly
half of the October-December
period.

Cement companies indicate
that there has been a marked
improvement in demand mid-
December onwards, and this

will not just support the up-
ward price trends. Still, it
could also lead to a possible
price hike in February.

Market sources say hikes in
South and East were around 5
per cent and 6 per cent, re-
spectively. In the West and
North, prices went up 3 per
cent and 1 per cent, respect-
ively; while in Central India
they remained flat m-o-m.

Mahendra Singhi, MD and
CEO, Dalmia Cement (Bharat)
Ltd - the fourth-largest player
in the country - told Business-
Line that capacity utilisation
was 69 per cent in Q3 FY22,and
at83 per centin December;itis
expected to be in the 70-75 per
cent range for January-March

quarter. He indicated price
hikes in select regions were be-
ing rolled out already.

In a post earnings call, Shree
Cement’s (second-largest ce-
ment-maker) management
said that price increases were
happening across its operat-
ing geographies in January-
February 2022. “(Price) in-
crease is positive and is com-
ing after two months of soft
prices,” IDBI Capital said in a
recent report.

Upward price movement

In its outlook for Q4 FY22, Birla
Corp said cement prices have
been raised effective the third
week of January, and prices,
going forward, are expected to
remain firm. Demand recov-
ery looks favourable, exceptin
poll-bound Uttar Pradesh.

Star Cement, a pre-domin-
ant East and North East India
region player, in its earnings
call said, prices in East—which
were “really muted in the
month of November and
December” — were moving up
in January (around 3-4 per
cent). “The prices have started

I BUSINESS LINE DATR{R22 P.N.9 |
“Crude steel capac1ty to double to 300 mt’

going up only from January10.
So, you can fairly assume that
50 per cent of that price drop
(in the East) has already been
recovered in January. And the
balance is a yet to be re-
covered,” the management
said.

Ramco Cements’ manage-
ment reportedly said, from
mid-January 2022, prices have
risen by ¥30-40 per bag in
West Bengal and %1520 in
Odisha and expect prices in
East to further go up. Also,
prices have increased by 15-
20 a bag in the south, with
%30-40 in Kerala.

Meanwhile, cost pressures
continued for cement com-
panies in January 2022. The av-

- erage imported coal price was

up 9 per cent m-o-m in January
at around $161/tonne. Input
cost primarily led by crude -
around $92-92 per barrel - has

also been volatile over the last
few days.
Analysts  have  already

flagged short term concerns
on cement companies be-
cause of volatility in crude
prices.

Govt to focus on
PLI scheme for
specialty steel,
says Steel Minister

OUR BUREAU

New Delhi, February 7

India is planning to double
its steel capacity to 300 mil-
lion tonnes by 2030-31, the
Union Minister, Ram
Chandra Prasad Singh said in
a written reply in the Rajya
Sabha on Monday.

The present annual crude
steel capacity is 144 million
tonne.

According to Singh, the
National Steel Policy, 2017
aims to provide “conducive
environment for attaining
this objective by providing
policy support and guidance
to steel producers”.

\mvestment in manufactur-

~ Nearly-46-per cent of the-

Ram Chandra Prasad Singh,
Union Steel Minister

ing in 2020-21 has been made
by steel companies.

The focus is also on in-
creasing the usage of do-
mestically  manufactured
steel and import substitu-
tion with the Production-
Linked Incentive  (PLI)
Scheme for Specialty Steel
having an an outlay of 6,322
crore, he said.

The government on Wed-

nesday said it has started in-
viting applications from in-
vestors under the
production-linked incentive
(PLI) scheme for speaahty
steel.

PLIscheme
The Cabinet had on July 22
approved the PLI scheme to
boost production of spe-
cialty steel. The scheme was
notified on October 221

In a December 29 tweet,
the Ministry had called for
submission of applications
under the PLI scheme. Last
date of submission for the
scheme is March 29.

“@SteelMinindia calls for
Online Registration and Ap-
plication Submission under
the production-linked in-
centive (PLI) scheme for spe-
cialty steel. Start Date: 29-
Dec-2021. End Date: 29-
Mar-2022,” the ministry said
on the micro-blogging site.
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[ Steel demand atpre pandemlc levels: Narendran

Offtake rising

from auto sector;
Budget’s infra push
a plus, says

Tata Steel MD

SWARA] BAGGONKAR
Mumbai, February 7
Strong demand from the auto-
mobile and infrastructure
building sectors has pushed
steel consumption to pre-Covid
levels in India, multiple price
increases by steel makers not-
withstanding, a top executive
of Tata Steel, one of India’s
biggest steelmakers said.
Speaking to BusinessLine, TV
Narendran, Managing Director
and CEO, Tata Steel, said: “(Steel)
Demand is already at pre-Covid
levels. In fact, if you see the steel
production in India, we are cur-
rently at 30 million tonnes a
quarter, which is 120 million
tonnes a year. And if I allow for
exports, we are pretty much at
pre-Covid. Because pre-Covid,
&we were producing 103 million

TV Narendran, Managing
Director and CEO, Tata Steel

tonnes. We have actually re-
covered quite well.”

Squeezed margins

The surge in demand for steel
products comes amid squeezed
margins for consumers of the
metal, with the automobile sec-
tor feeling the sharpest pinch.
Car, two-wheeler and truck-
makers have revised their
prices 2-3 times in the last four
months following a hike in
steel prices and other raw ma-
terials. But with the car in-
dustry sitting on pending or-
ders of 55 lakh units, the
demand is far outstripping
steel supplies.

“Demand is coming back
with the focus on infrastruc-
ture. China is managing its own
domestic demand. Overall, the
sentiment is positive than what
it was four weeks ago. We ex-
pect steel prices to be firm over
the next few weeks. Already
some price increases have
happened but we have not fully
recovered the drop that
happened in November and

-December,” Narendran added.

Profit grows 139%

Tata Steel on Friday posted a
consolidated net profit of
¥9,589.16 crore, up 139 per cent
from %4,010.94 crore in the
same quarter last year.

The government outlined .

improved spending on the in-
frastructure sector in Budget23.
Besides the outlay of ¥7.5-lakh
crore for FY23, Finance Minister
Nirmala Sitharaman has said
the total allocation for the high-
ways sector has been increased
to ¥1.99-lakh crore from X118
lakh crore in FY22.

“Focus on infrastructure is

great which means more
money will be spent on build-
ing infrastructure which cre-
ates job in construction, put-
ting more money in people’s
hands and thereby consump-
tion. Secondly, it creates con-
struction activity which is good
for steel demand. Thirdly, the
cost outside the factory gate di-
lutes our competitiveness. As
infra gets built those costs will
get addressed as well,” Naren-
dran added.

Infra spending

The boost in the spending on
infrastructure  complements
investments committed by the
private sector. The private sec-
tor had rolled back planned in-
vestments in the light of Covid
disruptiors.

Narendran said that “Private
sector investment has started
to come back and it has been
led by the steel industry. Steel
industry has announced more
than 1-lakh crore investments
which is more than any other

. industryin India.”
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Accumulate nickel futures, exit 50% at 1,845

AKHIL NALLAMUTHU .
BL Research Bureau

The continuous contract of
nickel on the Multi Commod-
ity Exchange (MCX), which was
on an uptrend since March
2020, lost momentum in Octo-
ber last year. Following this,
the contract was trading in a
range and in fact was forming
lower highs and lower lows, es-
sentially forming a triangle
pattern. After breaking out of

this pattern in the second

week of January 2022, the con-
tract rallied and marked high
of %1,845. But then, the price
dropped. However, the' price

band of 1,670 - 1685 acted as a
support and stopped the de-
cline below these levels.

Bullish sign

Notably, the contract has been
showing bullish signs over the
past week. Corroborating this,

the cumulative open interest

of all nickel futures on the
MCX increased to 2,675 con-
tracts as on Friday compared
102,439 contracts by the end of
January. Also, the price is now
above an important level of
%1,750. Therefore, one can
maintain a bullish view on
nickel and its futures. On Janu-

ary 27, we had recommended a
buy at around %1,716. We ad-
vised accumulating if the price
drops to %1,640, which did not
happen. Nevertheless, traders
who hold longs from 1,716 can
continue to hold. Fresh longs
can be added as the contract
decisively closed above 31,750
on Monday. While our earlier
stop-loss was at 1,580, we sug-
gest tightening it to 31,650. On
the upside, when the contract
touches 1,845, liquidate 50
per cent of the longs and then
tighten stop-loss to %1,750. Exit
the remaining position at
%1,900.
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MOST OF THE PROFIT COS MAKE IS FLOWING BACK INTO THE COUNTRY AS INVESTMENTS: TATA STEEL MD

‘Steel Industry Can Lead the Way in
Private Investment Revival in India’

Elevated commodity
prices may remain
volatile ata higher
level, says Narendran

Nehal Challawala & Satish John

Mumbai: The steel industry will
lead private sector investments in
India as manufacturers make he-
althy profits during the ongoing
cycle of high commodity priws,
said TV Narendran, managing di
rector of Tata Steel. y

“The profitsthat wemake,pretty
muchall of thatisflowingback
to the country as investments,”
Narendransaid inan interview.

For the record, Tata Steel reported
net profit of 29,573 crore for the De-
cemberquarter. “And when you look

: sector invest-

uldallow thesteel industry todothat
with more capacity in India.”
Top three producers - Tata Steel,
JSW Steel, and ArcelorMittal-
- Nippon Steel — have discussed
plans of investing up to 1.5 lakh
croreover an unspecified period.
Being an iron ore producing co-

untry, India should bex,exportingt

like China, hesaid.

“Why should countries which
have no iron ore be exporting 50-
100 million tonnes of steel? And
India, which has iron ore, is hard-
ly exporting 20 million tonnes of
steel,” he said. “If you wanttoma-
keinIndia, youshould convert the
iron ore into steel for Indiaand for
the world.”

NEELACHAL BUYOUT

Exphlnhu'l‘ataSteelsrationaleof g

buying Neelachal Ispat Nigam Li-
mited (NINL). for 12,100 crore,
which many termed as an expensi-
ve purchase, Narendran said that
the asset was a perfect match for In-
dia'soldest steelmaker. “Neelachal
forus, inmany ways, isanidealfit,

bwauseltisz,SOOamsofland,

across the road from our Kalinga- -

nagar plant,” Narendran said.
The proximity of the plant to Tata

Steel’s existing setup in Kalingana-

gar would helpitleveragebettereco- -
nomies of scale. The asset will also
plug a hole aro-
in its expansion |

help the com
und long
plans. Tata Stéel has ample capacity
forﬂatpmductsbutmededorgamc
or inorganic growth opportuni-
ties in long products, Na-
rendransaid. D

said. "We bid in a manner that we
wouldhavenoregretsif welostitat
that price or higher. There isa huge
opportunity for us in Neelachal
that is unigueto us, nobody else has
that strategic value.”

With this acquisition, Tata Steel
can sufficiently meet its growth
ambitions for the coming decade
and organically reach up to 50 mil-

lion tons per annum (mtpa) of pro-

\ Ifyouwantto
>{ makeinIndia, you
should converttheiron
| for India
and for the world

oreinto cte
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duction capacity,as per Narendran.
The Kalinganagar plant has instal-
led capacity of 3 mtpa which is be-
ingincreased to8 mtpaand could be
taken up to 16 mtpa as demand in-
creases. The plant at Anigul has 5
mtpa capacity which can be increa-
sed to 10 mtpa and the Jamshedpur
planthasan installed capacity of 10
mtpa. Meanwhile, the Neelachal
plant can be ramped up to produce
uptol0mtpa, hesaid.

The company has been using the
current commodity price upcycleto
repay itsdebtand hasreached adebt
to EBITDA ratio of just under 1, ha-

‘vingrepaid 717,376 crore in SMFY22.

Narendran said that adebt-EBITDA
ratio between 1and 2 was ideal for a
capital-intensive industry like steel
manufacturing during a growth cy-
cleand the company will now invest
the cash it generates to fund growth
rather than repay debt.

. VOLATILEPRICES

He expectsthe elevated commodity
prices that turned the fortunes of
steelmakersoverthepastyeartore-
main “volatile at a higher level.”
‘While steel prices are volatile, sowe-

- re input costs like coal and iron ore

for steelmakers. Tata Steel’srevenu-
es remained flat sequentially in the
December quarter, but itsmargins
took a dip due to sharp commodi-
ty]

Lead futures: Go short below 180

Stop-loss at X185;
sell if the contract
falls to X166

AKHILNALLAMUTHU

BLResearch Bureau

The uptrend in lead, which has
been in place since May 2020
from about %130, seems to have
lost traction recently. Con-
sequently, the continuous con-
tract of lead on the Multi Com-
modity Exchange is charting a
sideways trend since the past
five months ie, it has largely
been oscillating between X180
and %196. Ideally, until the con-
tract gets out of this range, we
cannot confirm the next leg of

trend. However, there are some
bearish indications one should
take note of. The candlesticks on
the weekly chart is showing
good selling interest between

%190and196.Therelat- fresh sell positions when the fu-
ive strength index tures decisively break below
and the movingav- & 180. In this case, stop-
erage convergence " loss can be placed
divergence on the at 185. On the
weekly chart are downside, the

indicating weak-
ness as they are on the
verge of dropping into
bearish territory. Also, it has

largely underperformed all
other base metals since the be-
ginning of 2022. Therefore,
traders can take bearish inclina-
tionwith respecttolead futures.

Yet, until the support at 3180
is breached, bears will not be
able to establish their domin-
ance. So, traders can stay on the
side-lines for now and initiate

nearest supportis

at %166. The 382
per cent Fibonacci re-
tracement coincides at X166,
making it a considerable sup-
port, which increases the pos-
sibility of abounce off this level.
Hence, liquidate shorts when|
the contract falls to %166.

12



THE ECONOMIC TIMESTE : 102/2022 P.N.6

CONSTRUCTION UPTICK amid falling Covid cases, increased infra thrust by gth, rising
costs of key raw materials main triggers; UltraTech, Ambuja, Shree likely beneficiaries

Cement Prices Rise in Jan, to Stay

KFirmin Q4 n Buoyant D

Rajesh.Naidu@timesgroup.com

ET Intelligence Group: Cement
prices were buoyant in January. Ana-
lysts expect the trend to continue for
the remainder of the fourth quarter
given the rising input costs and im-
proving demand trend as construc-
tionactivities gain momentum.

This augurs well for cement com-
panies, which have beenthrough a
period of demand uncertainty
over the past few quarters due to
the impact of the Covid-19 pande-
mic coupled with an extended
monsoon season.

In the recent past, cement prices
did not see any major increase as
companies were unable to peg the
demand trend. However, this is lik-
ely to change given the sustained
push to demand. In January, com-
panies increased prices by 2-5%
compared with - the previous

South
E ::-'."f‘.) ‘."“s‘fn
 West
All-India Average | 3446 356.2| 3632<gs -
SOURCE: Brokerages, dealers’ network : .

month. All India average cement
price increased by 5% year-on-year
to %365 per 50 kg bag in January. It
was 2.1% higher than the month-
agoaverage price.

One of the major reasons for the
price increase is the rising const-
ruction activities amid falling Co-

AT e
TR AT OIUES

vid cases and the abating intensity
of cold weather. Besides, the faster
pace of construction of govern-
ment-funded infrastructure pro-
jects (including election spending)
will boost demand.

The government’s thrust on ex-
panding the transportation net-

emand

work in the country in the latest
Union Budget also bodes well for
the medium- and long-term de-
mand. The government has increa-
sed the target for highways two-fold
in FY23 compared with FY22. The
finance minister also increased the
capital expenditure by 35.4% t0%7.5
lakh crore for 2022-23.

Another major factor is the rising
prices of key raw materials — pet
coke price has increased by over
50% while diesel price is up 14.4%
year-on-year. Cement companies
willhave to undertake price increa-
ses to retain profitability amid ri-
sing input costs.

Large-sized cement companies
suchas UltraTech Cement, Ambuja
Cements, Shree Cement and Dal-
mia Bharat are likely to benefit mo-
re from demand push in terms of
volumes given their geographical
reach, timely expansion and well-
managed balance sheets.

BUSINESS LINE DATH 2/2022 P.N8

[Go longon MCX zincat current level

COMMODITY CALL

AKHIL NALLAMUTHU
BL Research Bureau
The continuous contract of
zinc on the Multi Commodity
Exchange (MCX), which was
consolidating between %284
and 290 since December last
year, broke out of ¥290 in mid-
January this year. Post breakout
the contract has been inching
upwards. .
Consequently, early this
week, the contract made a daily

close above 3300 making the
case stronger for the bulls, who
already are well-positioned to
lift the price of zinc futures.

As long as the contract re-
mains above %290, the short-
term trend will be bullish.
From the current levels, the
contract is likely to retest the
prior high of ¥326.8 made in
October last year. But whether
the contract can move beyond
this level need to be closely
monitored as this is a strong
hurdle. At least a corrective de-

| Retm:3070%
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cline can be expected after the
futures hit this level. So, traders
are advised to plan you trades
accordingly. Below is our re-
commendation. Go long at the

current level of ¥300 and accu-|
mulate if the price dips to 3295,
where the 21-day moving aver-
age lies currently. Place stop-
loss at ¥288. We had recom-|
mended longs on January 20 at
around %295 with stop-loss at
%282. Those who hold this posi-
tion can now tighten the stop
loss to X288.

When the contract rallies
past X310, revise this stop-loss|
upwards to ¥295. Liquidate all
long positions lead futures
touch X325.
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