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Gold staring at short-term barrier

AKHIL NALLAMUTHU
BL Research Bureau

Lower prices seemed to have coaxed
bullion consumers back into the
stores in the first quarter of 2021. The
latest demand-supply statistics re-
leased by World Gold Council (WGC)
show that jewellery demand was 52
per cent higher at 477.4 tonnes com-
pared to the same quarter in 2020.
However, there was a sequential de-
cline, as the demand in Q4 2020 was
511 tonnes.

Jewellery demand has minimized
the effect of outflows from exchange
traded funds (ETFs) to the extent of 178
tonnes in Q12021. ETFs had seen an in-
flow of 299 tonnes in the correspond-
ing quarter last year. Demand irr the
form of bars and coins stood at 339.5
tonnes, up 89 per cent as against 250.5
tonnes in Q1 2020. Overall, quarterly
demand dropped by 23 per cent to
815.7 tonnes compared to about 1,060
tonnes in the first quarter of 2020.
Notably though, after witnessing a de-
cline for six consecutive quarters,
total demand in Q1 2021 stayed at al-
most the same level of the previous
quarter.

Despite positive signals on demand,
the impending effect of the pandemic
weighed heavily and both gold and sil-
ver saw price declines last week. The
rupee strengthened 13 per cent
against the dollar last week, therefore,
the bullion price decline in terms of
domestic currency was higher. Gold
futures dropped 1.7 per cent and
closed at 46,737 (per 10 grams) on Fri-
day whereas it closed flat in dollar
term as it closed at $1,769 (per troy
ounce). Similarly, silver futures de-
clined 2.1 per cent ending the week at

¥
f/

=0 Ba Rkl % A
Rising open ifiterest along with a dip in
prices €ould be a bearish Signal

%68,366 (per kg) but in dollar terms as
it closed flat at$25.92 (per troy ounce).

Considering that the US Federal Re-
serve is in no hurry to cut back on
bond-buying or raise rates, weakness
in the dollar could persist and this
means the bullion could underper-
form for rupee investors.

MCX-Gold (¥46,737)
Facing a resistance band at ¥48,300
and ¥48,500, the domestic gold fu-
tures (June expiry) declined over the
last few trading sessions. Importantly,
the price is now below the support of
%47,000. While this is notan alarming
development, one should shy away
from going long unless there are solid
signals of the bulls regaining traction.
The shakiness shown by price ac-
tion is also mirrored by other tech-
nical indicators. The daily relative
strength index (RSI) which has been
rising since the beginning of April,
has now formed a lower low even

ISTOCK.COMPETERSCHREIBER. MEDI

-though the price has not. Similarly,

the moving average convergence di-
vergence (MACD) indicator on the
daily chart, though remains in the
bullish zone, is turning its trajectory
downwards. These are signs that
traders should not ignore. As another
indication for caution, the open in-
terest for active gold futures contracts
has gone up, though slightly, to 13,826
contracts from 13,766 contracts a week
before. Open interest rising up with
declining prices is a bearish signal.
Despite the above factors, one
should wait until the support at
%46,000 (where the 50-day moving av-
erage coincides) is breached to callita
bearish trend. Hence, traders can stay
on the fence until a clear trend
emerges. While a break below
46,000 can turn the trend in favour
of the bears, if the contract regains
traction and moves past 348,500 it
could set the foundation for a me-

dium-term uptrend. Supports below

%46,000 are at 45,000 and ¥44,100;
resistances above 48,500 are at
%50,000 and %51,600.

MCX-Silver (¥68,366)
The silver futures (July expiry) had a
muted opening and was trading in a
tight range in the first two sessions of
the week. However, the price declined
in the subsequent days thereby end-
ing the week with a loss of 2.1 per cent.
But like gold futures, the silver futures
too remain above a key support ie.
%67,000, and as long as the contract
stays above this level, the decline can-
not be counted as a trend reversal.
But the contract is exhibiting some
signs of weakness. The daily RSI has
now dropped to neutral region from
bullish territory and the MACD on the
daily chart suggests that the uptrend
is losing momentum. The average dir-
ectional index (ADX) shows that the
bears are gaining ground against the
bulls and if the support at 67,000 is
taken out, the downward movement
may accelerate. A drop in open in-
terests can be seen which means the
sell trend is not substantially strong.
That is, the total open interest of the
active contracts of silver reduced to
9,073 from 10,496 a week before.
Hence, one need not turn bearish
until the support at 67,000 is
breached. For the contract to re-estab-
lish its bullish trend it should decis-
ively breach the prior high of X71,500.
So, traders can remain on the sidelines
until either of these levels are
breached. New trades can be initiated
depending on which level is broken
first. Supports below ¥67,000 are at
¥65,000 and 63,450 whereas resist-
ance levels above %71,500 are at
72,800 and ¥75,0Q0.
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Singareni Collieries shines in April

OUR BUREAU
rTyﬁerabad, May 2
The Singareni Collieries Com-
pany Limited achieved consid-
erable growth in April this
year in terms of coal produc-
tion, dispatches and overbur-
denremoval in spite of disrup-
tions due to the Covid-19
pandemic.

During April 2021, the State-
owned mining company
transported 54.43 lakh tonnes
of coal, a-growth of 79.11 per
cent when compared to 30.4
lakh tonnes in April last year,
and coal production was at
48.56 lakh tonnes, up 61.9 per
cent over 30 lakh tonnes in
April last year.

Similarly, this April, it man-
aged to achieve 347 lakh cubic
metres of overburden re-
moval compared to 272.2 lakh
cubic metres in April last year,
a growth of 27.5 per cent.

Praise for workers
As against sales of coal of
%1,201 crore last year in April,

despite Covid disruptio

\ &

During April 2021, the mining
company transported
54.43 lakh tonnes of coal

this year it achieved a sale of
1,693 crore, registering a
growth of 41 per cent.

Congratulating the workers
for good performance in spite
of the difficult times due to
Covid19 disruptions, N Srid-
har, Chairman and Managing
Director of SCCL, said that the
mining company managed to
meet the demand for coal due
to the increase in demand
from the power generation
plants in the country.

“We ensured that there was
no coal shortage for the State’s
power generation companies.

ns

Approximately, 180 lakh
tonnes of coal per day was
transported and on an aver-
age 31 rail rakes per day were
moved. In all, 940 railway
rakes of coal was transported
last month,” he said.

Sridhar said that the colli-
ery have been set a target of
1.90 lakh tonnes of coal pro-
duced per dayand13.5 lakh cu-
bic metres of overburden re-
moval daily.

Referring to  Singareni
Thermal power plant, he said
it managed to achieve a plant
load factor (PLF) of 98.53 per
cent and generated 822.94
million units of power. In
April, of the total production,
777.21 million units was sup-
plied to the State’s needs. Dur-
ing April, 46.95 megawatts of
power was generated from
Singareni solar power plants.
By October this year, the min-

_ ing company expects to com:-

mission and synchronise 300
megawatt solar power genera-
tion capacity.

LOKMAT
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NEW DELHI, May 4 (PTI)

DOMESTIC steel makers have

(HRC) and Cold Rolled Coil (CRC)
by Rs 4,000 and Rs 4,500 per
tonne, respectively, industry
sources said on Tuesday.

After the pricerevision,atonne
of HRC will cost Rs 67,000 while
the buyers will get CRC for Rs
80,000 per tonne. The price revi-
sions have been made in the last
three days, the sources said.
According to the sources, the
prices of HRC and CRC could
again be increased by Rs 2,000-
4,000 per tonne. Another hike is
likely in mid-May or early June,
they added.

HRC and CRC are flat steel
used in consumer-friendly
industries such as auto, appli-
ances and construction. The

hiked the prices of Hot Rolled Coil

. prices of the vehicles and con- -

sumer goods are bound to be
impacted by the rise in steel
prices as steel is a faw material
for these sectors, an expert said.

When contacted, a Steel
Authorityof India (SAIL) official
said, “itismarketdriven” and did
notcommentfurther. While JSW
Steel declined to comment,
AMNS India and JSPL did not
reply to a query on the reason
for the price hike.

Reactingto the price hike, real-
tors’ apex body CREDAI said
since January 2020, there has
been a steep hike in the prices
of construction raw materials.
Prices of steel are at an all-time
high and have nearly doubled
since then.

As a result of steel price hike
alone, construction costs have
increased by 3-5 per cent, while

Steel makers hike prices of HRC,
GRC by up to Rs 4,500 per tonne

the shortage of labour and dis-
rupted supply chain of materi-
als is only making the situation

;more difficult for the real estate
sector, it said.

“Developers will have no
choice but to escalate prices to
offset hikein prices of raw mate-
rial, This will therefore have a
cascading effect on the home
pricesalso. The affordable hous-
ing segment will be the worst hit
as it would be financially unvi-
able for developers to operate
such projects which have verylow
margins,” CREDAI President
Harsh Vardhan Patodia said..

The Confederation: of Real

Estate Developers’ Associations |

of India (CREDAI) urges the
Government to take necessary
steps to control the exponential
hikes in the prices of construc-
tion raw materials, he said.
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Aluminium —the metal for an ‘Atmanirbhar Bharat’

RAMEESH KAILASAM

he primary source for

aluminium’ is bauxite

ore, which is processed

to produce alumina
that is smelted using an electro-
lysis process to produce pure alu-
minium metal.

Since most of bauxite is found
on surfaces of earth, strip mining
is possible and the top soil can be
replaced for rehabilitation and
land returned to its native ecosys-
tem. Usually six-seven tonnes of
bauxite produces one tonne of
aluminium.

Aluminium is the second most-
used metal in the world after
iron. Starting with consumer
electronics, household appli-
ances, cooking utensils, doors
and windows, food packaging,
foils, cans, office work stations,
automotive, transportation, elec-
trical to industrial uses in the
form of industrial appliances, air-
craft, ships, trains, defence, com-
munication equipment to space-
craft and so on.

As India aspires to become At-
manirbhar to manufacture loc-
ally, a significant contribution
would come from sourcing alu-
minium locally.

Despite having massive bauxite
deposits, India is dependent on
imports for meeting its require-
ments. For India to become At-
manirbhar and a manufacturing
powerhouse, aluminium will
playa key role.

Aluminium today has replaced
plastic, wood and steel as it is safe
and has an importantrole in elec-
tronics manufacturing.

The price for bauxite
is determined by the
Mines and Minerals
(Development and Reg-
ulation) MMDR Act and
the Minerals (Other
than Atomic and Hydro
Carbons Energy Miner-
als) Concession Rules,
2016 which essentially
define the formula for
setting the average sale
price (ASP) for metallurgical
grade bauxite.

Pricing pain
Interestingly, bauxite is the only
bulk mineral where ASP is de-
termined via a formula from the
selling price of the end product—
Aluminium.

The current method, unlike
other minerals, includes costs

beyond ex-mines and expendit-
ures such as logistics, transporta-
tion, loading, unloading, rental
for stocking, sampling charges
which results’in an inflated price
by a stark 300-400 per cent mak-
ing it much dearer. This has trans-
lated into limited or no auctions
putting off further investments.
The ASP calculation method
has potentially made aluminium
production compar-
atively unviable. This
requires immediate
correction wherein
the ASP of Metallur-
gical grade bauxite
needs to be calcu-
lated as per the
monthly returns
filed to India Bureau
of Mines (IBM) by all
miners which shall
reflect the true market price.
Additionally, a National Min-
eral Index can be considered for
capturing production from all
sources of captive, non-captive
mines etc. which may give the
correct valuation of minerals and
also address concerns of royalty
on royalty as done in coal sector
through the National Coal Index.
India continues to import alu-

minium and aluminium scrap

thanks to a low import duty. A

high GST Compensation cess on

coal further makes cost of produ-
cing aluminium locally higher

than the world average. This

backed by high input costs of -
caustic soda, petroleum coke, alu-

mina generously contribute to

making Indian aluminium one of
the most expensive metals

thereby discouraging manufac-

turers to source from India.

The government has been an-
nouncing Production Linked In-
centives (PLI) across sectors.
Many sectors need aluminium as
a raw material which will con-
tinue to be sourced through im-
ports rather than local produc-
tion unless these anomalies are
urgently fixed.

It is important for the govern-
ment to address these issues to
makeIndia a competitive destina-
tion wherein raw materials can
be sourced locally at competitive
prices. Aluminium through baux-
ite is therefore the necessary
metal for manufacturing an At-
manirbhar Bharat.

The writer is a public policy
professional
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Tata Steel r
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OUR BUREAU

Mumbal May 5

Tata Steel has reported a2
consolidated net profit of
¥7,162 crore for the quarter
ended March against net
loss of ¥1,615 crore logged in
the same period last year, on
the back of higher sales and
better realisation.

Income from operations
was up 39 per cent at
48,951 crore (%35,108
crore).

The company has an-
nounced dividend of 25
per share. A dividend of

o o -c-pic-upy Shares.

In India, the company
achieved the highest ever
quarterly crude steel pro-
duction of 475 million
tonnes (mt), while sales was
up16 per cent at 4.67 mt on
the lower base.

The company achieved
highest-ever domestic
quarterly EBITDA of 12,295
crore (34,568 crore) which
more than doubled com-
pared to last year. Ebitda per
tonne was up at 326,309
(%11,339).

The company’s consolid-
ated EBIDTA was at 14,290
crore and generated free
cash flow of 8,800 crore
after capex.

TV Narendran, MD, Tata Steel

Steel sales in Europe grew
3 per cent to 2.47 mt with
EBITDA of £125 million.

Covid impact

TV Narendran, Managing
Director, Tata Steel, said the
first half of last financial
year was a challenging with
uncertainties and complex-

“The second wave of
Covid in India is a risk
and the company is
working to minimise the
impact on employees
and communities while
meeting the
requirements of
customers”

ities brought in by the Covid
pandemic. The second wave
of Covid in India is a risk
and the company is work-
ing to minimise the impact
on employees and com-
munities while meeting the
requirements of customers,
he added.

“Work on the pellet plant

hounds with 7,162 cr Q4 profit

and CRM complex at
Kalinganagar is progressing
well. We have also restarted
our 5 mtpa expansion pro-
ject which should be com-
pleted in FY24,” he said.

Debt paring plans

The free cash flow during
the financial year was about
%24,000 crore and the com-
pany repaid loans worth
%28,000 crore.

The net debt of the com-
pany-was down 28 per cent
at X75,389 crore.

Tata Steel plans to reduce
debt by $1 billion (about
%7,400 crore) and enhance
capital allocation to com-
plete the 5 mtpa expansion
in Kalinganagar.

Y
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BLISTERING RALLY

Miners struggle to
match frenzied
pace of demand

Asurgein steel consumption as
theworld emerges fromits pan-
demic-induced slump is set to
drive iron ore to an unpreced-
ented high as the biggest
miners struggle tokeep up with
the frenzied pace of demand.
Expectations are building
that benchmark prices can get
t0$200atonne-topping the re-
cord $194 hit more than a dec-
ade ago - as Chinese steel-
makers ramp up production in
defiance of government at,
tempts to rein in output to con-
trol the industry’s carbon emis-
sions. That’s tightening an iron
ore market that hadn’t fully re-
covered from a sypply shock

more than two years ago.

“Iron ore prices could go
higherin the short-termand ex-
ceeding $200 a tonne is defin-
itely possible” said Kim
Christie, a senior analyst at con-
sultancy Wood Mackenzie Ltd.
It would only take extra supply
concerns, or additional
strength in Chinese steel pro-
duction, for prices to get there,
she said.

14%increase * -

Atthe heart of spot iron ore’s 14
per centclimb last month, help-
ing drive the supercharged
commodities rally, has been
rising steel prices from Asia to
North America. Particular focus
has been on China, where the
economy has boomed and a
swath of measures aimed at
cleaning up the world's biggest
steel industry pushed mill prof-

itability to the highest in more
thanadecade. “Whatthese high
margins do is incentivise mills
tobuild up stocksand to charge
more high-grade ore to lift pro-
ductivity,” said Erik Hedborg,
principal ana-
lyst at CRU
Group. “We
have seen a bit &
of an ‘addi-
tional iron ore
demand’ for
the purpose of
increasing
inv?ntories."

Futures

Iron ore futures on the Singa-
pore Exchange advanced 0.4
per cent to $186.50 a tonne on
Wednesday amid muting trad-

ing, with China shut for a holi- -

day. Benchmark 62 per cent
spot iron ore was at $187.20 a
tonne on Friday, while 65 per

cent ore was at $22330. Mills
typically turn to material with
higher iron content during
periods of steel production re-
strictions as a way to lower
emissions. Morgan Stanley has
_ called China's sup-
ply reforms a pos-

premium ore.

Citigroup  ex-
pects benchmark
prices to hit $200
within  weeks.
There will be a deficit of 18 mil-
lion tonnes during the first
three quarters of 2021amid im-
proved global steel demand
and a slight miss in top miners’
shipments.

BHP Group and Rio Tinto
Group said last month that
quarterly shipments dropped
on weather-related disruptions

Iron ore sets sights on $200 as steel soars

in Australia, though both main-

tained full-year guidance. Vale
SA churned out less ore than ex-
pected, highlighting its

struggles to boost volumes
after a tailings dam disaster in
early2019.

Defying cuts

China is on track to make more
than one billion tonnes of steel
forthe second yearina row des-
pite production curbsin several
provinces.The government’s re-
cent changes to rebates on ex-
porttaxesarealso unlikelytobe
sufficient to deter output, ac-
cording to Wood Mackenzie's
Christie. More broadly, Chinese
authorities have flagged plans
to strengthen controls on raw
material markets. The China
Iron and Steel Association has
said steel-makers are facing op-
erational pressures due to elev-
ated input costs.

—
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COMMODITY CALL

MCX crude oil
futures may
breach 5,000

AKHIL NALLAMUTHU

BLResearch Bureau

The continuous futures con-
tract of crude oil on the Multi
Commodity Exchange (MCX),
which established its latest
uptrend in November 2020,
faced its first considerable
challenge in March this year.
The rally topped out at 4,985
and fell to make a low of
¥4,219 during the final week of
March. That is, the contract
losta little over15 per centina
span of two weeks. However,
the contract found support at

the price band of ¥4,200 and
4,220° and ' started to
consolidate.

Consolidation  continued
till mid-April and then the
contract started to show some
positive signs. It gradually

\started to head upwards and
as a consequence, it moved
above the resistance of ¥4,850
on Wednesday. Supporting
the positive inclination, the
price has moved above both
21- and 50-day moving aver-
ages and the daily relative
strength index is showing a
fresh uptick.

The moving average conver-
gence divergence indicator,
though stayed in the positive
zone, was flat until two weeks
back. It has now started to
move upwards, indicating
fresh bullish momentum.
Also, the average directional
indexis showing that the bulls
are gaining good traction.

Due to the above factors, the
chances of a rally from here
are good and so, traders can
consider fresh longs. Buy MCX
crude May futures with stop-
loss at ¥4,680. While 5,000
can resist the bulls, it is highly
likely to be breached and the

.contract can rise to 5,200 in

= the near-term.
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OURBUREAU

Mumbai, May 7

China’s withdrawal of export
rebates of 13 per cent on 146
steel products and scrapping
import duty cut on crude steel,
pig iron and scrap augurs well
for Indian steel companies. The
withdrawal of incentives by In-
dia’s eastern neighbour would
push up steel prices globally
and provide enough room for
Indian steel companies to raise
prices even as the fall in de-
mand remains a concern.

China’s export

The Indian steel companies
will have to depend on export
market. China’s steel exports
have been on an upward trend
inthe currentyear and grew 24
per cent in March quarter,
partly due to lower base and
rise in demand from other

countries.

The expectations of a cut in
export rebates by China to rein
in steel production, a move
aligned to meet its long-term
carbon neutrality targets also
pushed up exports, said ICRA.

In 2020, when other coun-
tries reported a fall in steel out-
put, China’s crude steel pro-
duction reported a growth of
5.2 per cent. In March quarter,
its crude steel production in-
creased 16 per cent due to a
lower base.

Consumption to grow

As per the World Steel Associ-
ation, China’s steel consump-
tion is expected to grow by 3
per cent this year. It recorded a
demand growth of 15 per cent
in March quarter.

Jayanta Roy, Senior Vice-Pres-
ident, ICRA, said the Chinese
Government intends to keep
steel capacities under check

China’s steel exports have been on an upward trend in the-current

Slashing of steel export rebate
by China augurs well for India

Provides enough room for companies
to raise prices as global rates pick up

year and grew 24 per cent in the March quarter, partly due to lower
base and rise in demand from other countries

with stricter production curbs
and itmaynot have excess steel
volumes to divert to export
markets. As a result, interna-
tional steel prices are expected
to remain buoyant in the near
term, which in turn would sup-
port India’s steel prices, he
said.

Hot rolled coil(HRC) export
price from China has touched
$915 a tonne without export re-
bate of 13 per cent while it's do-

mestic price was close to $900
atonne as of April-end.

As on May 1, India’s HRC ex-
port price was higher at $950 a
tonne compared to China. Do-
mestic realisation of steel com-
panies was lower at $900 a
tonne.

Indian steel mills would be
able to offload large steel
volumes to export marketsand
still remain highly profitable,
said ICRA.

9
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JSW Steel, JFE Steel Plan
Grain-based Electrical
Steel Sheet Making Here

Our Bureav

Mumbai: JSW Steel has signed amemorandum of under-
standing(MoU)with JFE Steel Corporation toconductafe-
asibility study and to establish a grain-oriented electrical
steel sheet manufacturing and sales joint venture (JV)
company in India.

“Thisfeasibility study foraJV with JFE Steel for manu-
facturing grain-oriented electrical steel sheet in India
will strengthen our position as India’s leading manufac-
turer of advanced steel products that lead to reduced
CO2emissions and amoresustainable world,” Seshagiri
Rao, joint managing director, JSW Steel, said in a state-
menton Friday. The company plans to complete the stu-

.dy within this financial year and take

EE steps to set up the JV company subject to
Cos ink MoU requisite approvals.

to conduct JSW Steel expects the demand for electri-
feasibility cal steel to increase in the coming years.
study for “The steadily increasing demand for
proposed JV electric power, the growing adoption of

renewable energy and the electrification
of automobiles, continued growth is forecasted in India
and globally for grain-oriented electrical steel sheet

primarily used in transformers,” the company said in

the statement.

Electrical steel products contain additives suchassilicon
and aluminium.

Grain-oriented electrical steel exhibits magnetic proper-
ties in a single (rolling) direction, making it ideal for the
iron cores of power transformers.

JSW Steel and JFE Steel have been in alliance since they
signed a comprehensive strategic collaboration agree-
ment in 2009, under which JFE Steel took an equity stake in
JSW Steel and has provided technical cooperation with re-
gard toautomotive steel products.

In 2012, JSW Steel and JFE Steel entered into an agree-

ment where JFE Steel has provided technology for the pro-

duction of non-oriented electrical steel sheets.
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Rates had risen in
last couple of days

OURBUREAU -

Mumbai, May 7 2k 3
Govefnmeht securities (G‘-Sec)
pricesdeclined on Friday, despite
the weekly auction G-Sec sailing
through comfortably, as market
players decided to book profits.

G-Sec prices had risen over the
last couple of days due to Reserve
Bank of India(RBI) Governor
Shaktikanta Das’announcement
that RBI will increase the
quantum of G-Secs it will pur-
chase at the second auction un-
der the G-Sec Acquisition Pro-
gramme (GSAP) to ¥35,000 crore
against 25,000 crore it pur-
chased at the firstauction.

However, the gains made by G-
Secs over the last couple of days
were nullified due to profitbook-
ing. ’

Price of the widely traded
2030 G-Sec(coupon rate: 5.85 per
cent) fell almost 30 paise to close
at 98.805 (previous close:
%99:10), with its yield hardening
tocloseabove 6 percentat 6.0156
pep cent (5.9742 per cent). Bond

T

Profit booking leads to
dropin prices of G-Secs

price and yield are inversely. re-
lated and move in opposite dir-
ections.

Marzban Irani, CIO-Fixed In-
come, LIC Mutual Fund, said:
“The auction sailed through
smoothly. Market participants
are mindful that if they bid
higher (in terms of yield) at the
auction, RBI will either devolve
orrejectall the bids.”

Operation Twist

In the Operation Twist (special
open market operation to simul-
taneously buy long-term G-Secs
and sell short-term G-Secs[Treas-
ury Bills) conducted on

Thursday, RBI bought only the
2030 G-Sec for ¥10,000 crore. As
per the original announcement,
RBI also intended to buy two
other G-Secs (maturing in 2026
and 2028).“This shows that RBI is
supporting only the benchmark
G-Sec,” said Irani.

All four G-Secs-5.63 per cent G-
Sec (X11,000 crore), Government
of India Floating Rate Bonds 2033
(¥4,000 crore), 6.64 per cent G-
Sec2035(%10,000 crore)and 6.67
per cent GSec 2050 (X7,000
crore }were subscribed fully.

LOKMAT DATE (82021 P.N.4
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Copper hits
lifetime high
over bets on
green energy

™ opper soared this week
( to an all-time high, con-

_/ tinuing a sizzling rally
that’s seen prices double in
the past year. The previous re-
cord was set in 2011, around
the peak of commodities su-
percycle sparked by China’s
rise to economic heavyweight
status — fueled by massive
amounts of raw materials.

Investors are betting that
copper’s vital role in world’s
shift to green energy will me-
an surging demand and even
higher prices. Copper futures
rose as high as $10,440 a ton in
London on Friday.

The reddish brown metal
ismostly unrivaled as an elec-
trical and thermal conductor,
while also being durable and
easy to work with. Today, a
vast array of uses in all cor-
ners of heavy industry, const-
ruction and manufacturing
mean it’s a reliable indicator
for trends in the global econo-
my. Copper market was one of
the first to react as Covid |
emerged in Wuhan, with pri-
ces slumping by over a quar-
ter between January and
March last year. sLoomsera

THE HINDU DATE /5021 P.N.12

Gold, silver sign off
April on positive note

B. KRISHNAKUMAR

After three consecutive months of
losing streak, the precious metals
closed on a positive note for April
2021. The weakening of the U.S. dol-
lar and the drop in the U.S. Treasury
yields played a key role in pushing
the precious metals to higher levels
in April.

As a result, Comex gold gained
3% in April to close at $1,767.7 an
ounce. The rise in Comex silver was
much sharper, with the white metal
gaining 5.5% to settle at $25.88 an
ounce at the end of April.

Mirroring the global trend, MCX
gold futures gained 4% to close at
346,737 per 10 gm. MCX silver fu-
tures gained 5.7% to settle at
¥68,366 per kg at the end of April.

The Comex gold price achieved
the target of $1,785-1,800 men-
tioned last month. The short-term
outlook for Comex gold remains
positive. A close above $1,800 level
would strengthen this view. Above
$1,800, Comex gold could head to
the next target in the $1,845-1,855
zone.

The short-term positive outlook
for gold would be under threat if the
price closes below the immediate
support at $1,710-1,720 zone. Until
this support zone is breached, there
would be a case for a rise to $1,855
or higher.

The short-term outlook for Co-
mex silver too is positive and the
price could head to the immediate
target at $27.7-28.5. The outlook
would be under threat if the price

_ drops below the support of $24-

$24.5. Until the support at $24 is not

Bright futures

MCX GOLD: ¥/10 GM

APRIL 01, APRIL 30

breached, there would be a strong
case for a rise to $28.5 and beyond.

In tandem, MCX gold too closed
on a strong note in April and the
price achieved the target zone of
¥46,750-47,000 mentioned in the
previous post. The short-term out-
look for MCX gold is positive and
the price is likely to move towards
the next target zone at ¥48,500-
49,500.

This view would be invalidated if
the price falls below the support le-
vel in the ¥45,000-45,200 zone. The
near-term outlook for MCX silver
too is positive. MCX silver could rise
to the immediate target at ¥71,500-
72,000. This view would be invali-
dated if silver price moves below
¥63,500-64,000. A close above
¥69,900 would strengthen the posi-
tive case scenario.

To summarise, the outlook for
precious metals is positive. But it re-
mains to be seen if the recovery
marks the reversal of prior down-
trend or is just a short-term bounce.

(The author is a Chennai-based
analyst/trader. Views and opinions
are not meant to be trading or in-
vestment advice)
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Buy nickel on
declines; stop
loss at 1,295

YOGANAND D

BL Research Bureau

Following a sharp fall in late
February and early March this
year, the continuous contract
of nickel on the Multi Com-
modity Exchange of India
(MCX) has found support at
1,150 levels. The contract
took support at this base level
and reversed direction in late
March. It triggered positive
divergence in the daily relat-
ive strength index.

Since then, the commodity
has beeri going through a
short-t&m  uptrend. While
trendin up, the contract had
breached a key resistance at
1,275 in late April and exten-
ded the uptrend. The contract
trades well above the 21- and
50-day moving averages. The
contract currently testing res-
istance at X1,340 level and the
uptrend is losing mo-
mentum. The contract now
trades at %1320 levels. A
minor corrective decline to
the immediate support level
of ¥1,310 can’t be ruled out
now.

Traders with a short-term
perspective can make use of
the declines to buy the con-
tract with a stop-loss at ¥1,295
levels. A decisive break-
through of the barrier at
1,340 will strengthen the
uptrend and take the con-
tract northwards to 1,360
and then to %1,380. Crucial
resistance above 1380 are
placed at 1,400 and 1,440
levels.

On the downside, if the
contract plunges below the
vital medium-term support
level of 1,275, it will alter the
ongoing uptrend and drag
the contract to 1,240 and
then to ¥1,200 levels.
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NMC focuses on bio-mining project

to improve its Swachh ranking

W Staff Reporter

WITH a view to improve its ranking in
the Swachh Bharat Survekshan, the
Nagpur Municipal Corporation (NMC)
hascompleted the processing of4.5lakh
metric tonnes (MT) already dumped
waste with the help of bio-mining at
Bhandewadi dumping ground.

NMC gave the contract of the coun-
try’slargest bio-mining project to Zigma
Global Environ Solutions Private Limited
in 2019 to reclaim over 50 acres of land
of Bhandewadi dumping yard.

Bio-mining is a process where the

already-dumped wasteis dugup and seg-
regated. The waste is loosened by har-
rowing and sprayed with composting
bio-cultures. Depending on ts type, the
waste is then sent for recycling, reusin
or composting. '

After carrying out a pilot experiment
over fouryears back, the then Municipal
Commissioner Shravan Hardikar had
initiated a tendering process for
bio-mining.

“The private company will be treat-
ing 10 lakh metric tonnes (MT) of solid
waste in three years in which 4.5 lakh
MT has already treated in two years and
remaining will be done till the end of
2022,” Dr Pradeep Dasarwar, Health
Officer, NMC told The Hitavada.

“We are working hard to improve the
National ranking of Nagpur in the list of
Swachh Bharat Survekshan.Weare hope-
ful that bio-mining project will help us
to be in the top ten rank in the list,” said
Dr Dasarwar.

The pandemic and lockdown did not
hamper the project and in the next year
the company will treat about 5 lakh MT

(Contd on page 2)

whichisgoingto beanachieve-
ment.

NMC awarded this Rs 100
crore project to the company
which has vast experience in
the field and in this project it

.is . using South Korean
state-of-the-art technology
for municipal solid waste
treatment.

‘Maximum part of the waste
will be used to obtain refuse
derived fuel (RDF), which
will be given to cement facto-
ries. Apart from this, the
process will also produce soil
which can be provided to the
farmers.

Nagpurhasbeendoinggood
in Swachh Survekshan since

NMC focuses on bio-mining Qroject
to improve its Swachh ranking

last 5 years, but, not having a
proper solid waste treatment
will have negative impact on
Nagpur’s ranking.

Bio-mining is a good tech-
nology for treating already
dumped waste but we need to
have a treatment system for
1,200 MT solid waste being
generated every day, said
Kaustav Chatterjee, Founder,
Green Vigil Foundation.

“Proposed Waste to Energy
Plant was also a good option
wherein electricity was to be
generated by treating solid
waste by Mass Burn
Technology but unfortunate-
ly the project could not take
off,” he added.
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Iron Ore Prices Jump Threefold in a Year

Tight supplies, increasing demand for steel likely to keep prices elevated in near term

Bhavya.Dilipkumar
@timesgroup.com

Mumbai: Indian iron ore prices
have jumped nearly threefold in the
past year amid tight supplies and
increasing demand for steel, even as
China’s exchanges on Monday raised
the tradinglimits and margin requi-
rements for some iron ore contracts
tocool the price rally, Indian analysts
expect iron ore prices to stay elevated
for the next two-three quarters.

“Ironore prices areata decade high
globally. Iron ore prices are going to
remain elevated at least till FY22. In
India, currently NMDC lump ore
prices are ruling around 6,970 per
tonne from around 2,250 per tonne
in May 2020. In the last 11 years, this is
the highest we are seeing. Odisha
iron ore prices would also be similar,
even higher by abit,” said Ritabrata
Ghosh, associate head - corporate
ratings, ICRA, told ET.

Globally, iron
ore

gotaty e

NMDC lump
ore prices at

per
in May
In May
2020, prices
were around

igh

Prices likely
to stay high
at least till

Rise in iron
ore prices
also likely
to keep
steel prices
elevated

Despite the recent uptick in domes-
ticironore prices, itisstillata
significant discount to the landed
priceof imports. Over the past
month, both global players and
NMDC have raised the price of iron
ore fines by 17-18%. Sources have
also said that there could be further
hikes from NMDC in the coming
days. Therise in iron ore prices is
also likely to keep steel prices eleva-
ted in the short term, analysts said.

Steel mills hiked prices by around
%4,500 a tonne at the beginning of
May to bridge the gap between
domestic and export prices. Bench-
mark HRC prices are quoting
around 65,000 to 367,000 a tonne.
The main reason behind
the iron ore pricerise
isattributed tothe
supply const-
raints.
Both

top iron ore producing states Odisha
and Chattisgarh have not ramped up
supply: Of 30new mine holders, 8-11
arestillnon-operational. Globally,
top iron ore producing countries
have been hit. Production plans for
2021 of top iron ore making compani-
eslike Vale, BHP and Rio Tinto
suggest limited incremental supply
in the seaborne market. In the case of
Vale, that Covid infection rates have
still not subsided in Brazil is causing
uncertainty. This, along with China’s
higher consumption, will keep the
prices up, said a report by Edelweiss
Securities.

“Iron ore supply ramp-up continues
to underwhelm and is unable to keep
up with mounting demand for high-
grade iron ore in China...weare
raising domestic iron ore FY22E/
FY23E price by 20%/22%. And we are
raising international iron ore
FY22E/FY23E price by 17%/25%,”
said Amit Dixit, research analyst
Edelweiss Securities.
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KADAPA STEEL PLANT

AP issues orders picking
Essar Steel as JV partner

OUR BUREAU

Hyderabad, May 11

The Andhra Pradesh Govern-
ment has issued orders to in-
duct Essar Steel as strategic
partner for developing a
high-grade steel plant under,
a joint venture in Kadapa
district.

State special Chief Secret-
ary R Karikal Valavan, inan or-
der issued today, stated, the
Government, as recommen-
ded by SBICAP, has declared
Essar Steel Limited as the |V
partner for YSR Steel Corpora-
tion Limited, the special pur-
pose vehicle to implement
the project.

The AP Reorganization Act,
2014 had provided for the
feasibility of establishing an
integrated steel plant in YSR
Kadapa District of the suc-
cessor State of Andhra Pra-
desh, formed after Telangana
was carved out as a separate
State,

This is a culmination of

'\ “for the setting up of a

L N
This is a culmination of
nearly seven years of
effort and paves the way

. Steel Plant envisaged
after the unified Andhra

' Pradesh was split to
‘create Telangana

nearly seven years of effort
and paves the way for the set-
ting up of a Steel Plant at Sun-
napurallapalle and Ped-
danandluru  villages  of
Jammalamadugu Mandal of
YSR Kadapa district.

Land allotted

The State Government had
earlier issued orders alienat-
ing over 3,150 acres to YSR
Steel.

Essar Steel was picked from
among seven companies, in-
cluding two foreign players,
that initially submitted Ex-
pressions of Interest.
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How ore auctions undermine market

The current round has skewed the market in favour of captive users vis-a-vis merchant miners

ASHOK KUMAR BAL

he March 2021 amendments to
the MMDR Act are expected to
bring in transformative re-
forms for the Indian mining
sector. Odisha, with huge iron ore re-
sources, has already completed the first
phase of iron ore auctions in 2020 and
the next lot of auction is in the offing.

There are a few lessons from the previ-
ous auction. First, the 2020 auction gave
rise to exorbitantly high winning bids,
which are irrational and unsustainable.
It witnessed bids in terms of revenue
sharing premiums ranging from a low of
90.9 per cent to the highest of 155 per
cent.

Revenue share is one component of
the cost, the others being royalty, District
Mineral Fund, National Mineral Explora-
tion Trust, besides the cost of production
itself which nearly accounts for an addi-
tional 25-30 per cent.

Such irrational bids of paying more
than one earns, defies logic. The govern-
ment seems to be euphoric that it would
earn more revenue than the auctioned
value of reserves during the lease period
with negative returns to the miners. An
analysis of Ministry of Mines statistics,
based on data from auction of 103 blocks,
shows that the total revenue to State gov-
ernments is around ¥8.3-lakh crore vis-a-
vis an estimated resource value of ¥8.04-
lakh crore.

But sustainability of such a scenario is
questionable for how can one pay more
than one earns?.

Second, the mining space has wit-
nessed an undesirable shift making it
skewed, distorted and polarised. The
space has been cornered by the end-
users whereas the merchant miners
have been relegated to the background.
In Odisha, of the 1,942 million tonnes
(mt) of iron ore reserves auctioned in the
first phase, about 319 mt have been sur-
rendered. Of the remaining 1,623 mt,
end-users have bagged almost 1,450 mt,
accounting for 85 per cent of the total re-
serve.

Merchant, or standalone, miners who
had 100 per cent of these reserves in the
pre-auction regime, now account for
only 15 per cent. The classification of
mining leases was the culprit. While cap-
tive mines were reserved exclusively for
the end-users, the non-captive mines

Survival of the fittest appears to be the new paradigm in the iron ore sector Gy SOMASHEKAR

were open to both merchant as well as
end-users. The end-users thus had the be-
nefit of bidding for both categories of
mines, whereas the standalone miners
were eligible only to bid in the open cat-
egory mines.

The outcome was the end-users bag-
ging most of the blocks. The skewed ac-
cess and entitlement led to an irrevers-
ible distortion and absence of a level-
playing field.

Third, the unsustainability of high
bids has resulted in five out of the 21auc-
tioned mines having been surrendered
or taken back by the government. All
these mines were in the open category.
Six bidders have not been able to com-
mence production till date. This leaves
only 10 mines wherein production could
be commenced.

The tender stipulation that in the first
two years the successful bidders should
produce at least 80 per cent of average
production of last two years have not
been met by any of the bidders. This has
led to the violation of the Mine Develop-
ment and Production Agreement.

A rough estimate indicates that
against the current EC capacity of about
56 mt iron ore of such auctioned mines,
only 20 mt was produced during FY21,
which is expected to increase to around
38 mt in the coming year.

The fourth lesson is that the stan-
dalone miners have become a vanishing
species. Mining may no longer be an in-

dependent industry which is inconsist-
ent with global practice. Iron ore mining
in India has now become an appendage
and adjunct of steel manufacturing.

Finally, it has led to a situation where
the résource availability and assurance
to the end-users is sought to be satisfied
through the linkage of owning mines,
captive or otherwise. The option of al-
ternative resource linkage like the one
by way of a fuel linkage supply arrange-
ment in case of coal seems to have been
ignored. Ownership of mines as a source
of secured resource availability or assur-
ance gets undue preference over the al-
ternative approach of meeting the same
objective. This is worrisome.

Too little, too late
By removing the distinction between
captive and non-captive and providing
additional payout by way of additional
royalty on open market sales by captive
miners, this asymmetry is sought to be
addressed. It is however, too little and
too late. The policy and legal framework
have given rise to a much distorted mar-
ketplace where there are various cat-
egories of players. They are: (a) PSU mer-
chant miners like NMDC and OMC, (b)
PSU end-users like SAIL, (c) Non-auc-
tioned captive mines, (d) Auctioned cap-
tive mines, (e) Auctioned merchant
mines, and (f) Pre-auctioned continuing
merchant mines.

As far as PSU mines (both captive and

merchant)are concerned, they enjo
privilege of lease extension without
jecting themselves to the auction
cess. This privilege by virtue of the
rent amendment comes with
moderate cost of additional royall
sale in open market, the auctioned
tive miners would pay 50 per cent
and above the normal royalty for sa
excess of 25 per cent of production u
50 per cent.

The non-auctioned captive miners
also pay additional royalty of 150
cent or 250 per cent depending on
type of product. The additional ro
mechanism, however, does not provi
level-playing field in an already disto
mining space. ’

An analysis shows that the total
utory liability, after factoring additi
royalty, as a percentage of the sale p
is very wide across various categori
mines mentioned above ranging fro;
low as around 20 per cent to as hig
175 per cent showing an unusual di
entiated cost structure reconfirmin
sence of a level-playing field.

Going forward, the end-users will
tinue to benefit from the auction b;
tue of their having the option and fl
ility to absorb the higher cost of reve
sharing in their product prices. Th
centamendment may bring some so|
ing effect on the bidding numbers
this may not address and correct the
torted structure.

The sector is entering into a highl
larised framework where a few do
ant players will have control over th
source base as well as finished prod
The emerging scenario may worsen
plight of intermediate players like p
and sponge iron manufactures who
been dependent on merchant miner:
their requirements. They will now
the mercy of big end-users. Their co
procurement and ultimate viability
be a matter of concern. In such a s
ario, the character and compositio:
players can hardly be termed as g
inely competitive in any future aucti

Survival of the fittest appears to be|
new paradigm. In the whole proces
respective of the fact as to who gains
inescapable truth is that the burden
fall on the consumer who is going t
the ultimate loser.

The writer is former Civil Servant I
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Aluminium body secks 5% tax rebate on exports

Seeks separate
Budget funds to
double shipments

OUR BUREAU

Mumbai, May 13

The Aluminium Association
of India has urged the gov-
ernment to implementation
the RoDTEP Scheme (Remis-
sion of Duties or Taxes on Ex-
port Products) for the Indian
Aluminium industry on pri-
ority to survive these chal-
lenging times.

In a letter to senior offi-
cials of ministries of Com-
merce and Industry and Fin-
ance and Corporate Affairs,
the association has ex-
pressed the urgent need for
at least five per cent remis-
son rate for the aluminium
sector  under  RoDTEP
Scheme.

The AAI also ‘requested a

separate budget allocation

for the aluminium industry, -

being a strategic sector, to
double aluminium exports
over the next 2-3 years.

The Government needs to
notify the actual remission
rates as per actual sectoral
data submitted to the
RoDTEP Committee.

The inordinate delay in
notifying the sector-wise re-
mission rates is creating a
precarious situation and a
high level of uncertainty for
the Indian exporters, it ad-
ded. :

MEIS withdrawal

The situation for exporters
further aggravates with the
withdrawal of MEIS (Mer-
chandise Exports from India
Scheme), as to date the ex-
porters are unable to avail of
the MEIS benefit for exports
already made during FY'20

and FY'21 (Apr-Dec) due to
the blocking of the online
MEIS module for applying
claims, it said.

The Budget 202122 has al-
located only 13,000 crore
for RODTEP Scheme against

50,000 crore announced

by the Finance Minister in
September, 2019. This alloca-
tion is just one-third of the
39,097 crore allocated in
FY'20 for MEIS.

The high incidence of nu-
merous unrebated Central

and State taxes and duties
impedes the growth poten-
tial of Aluminium sector in
India, said AAI.

The various taxes consti-
tute 15 per cent of alu-
minium production cost
which is amongst highest in
the world.

2% reward rate
Under MEIS, the aluminium
exports were eligible for a 2
per cent reward rate which
itself did not provide ample
cushion to remain competit-
ive against the current bear-
ish market condition, said
AAL

Aluminium exports alone
contributed $5 billion to In-
dia’s forex earning in FY'21,
almost 2 per cent of India’s
export basket and have
massive potential to double
the exports to the tune of’
$10 billion in future.
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Vedanta Reports
36,432-cr Profit

inMarch uarter

Coback inblack on
rise in aluminiumand
zinc volumes, high
commodity prices

Our Bureau

Mumbai: Anil Agarwal-led
Vedanta reported a consolida-
ted net profit of 6,432 crore in
the fourth quarter ended
March against a net loss of
Z12,521 crore in the year-ago pe-
riod, mainly driven by an in-
crease in zinc and aluminium
volumes along with record-
high commodity price levels.

For the FY21, the company
reported a net profit of 211,602
croreasagainstaloss of6,604
crore in the previous financi-
al year 2020.

“Our key businesses delive-
red record operational perfor-
mance, maintaining the tra-
jectory of cost and volumes,
driven by structural integra-
tion and technology adop-
tion,” said the company’s
CEO Sunil Duggal.

The company’s revenue for
Q4 FY2021 was at 227,874 cro-
re, up 24% sequentially and
43% on-year, primarily due
to higher volume at alumini-
um business, Zinc India,
iron ore business, higher po-
wer sales and improved com-
modity prices, the company
said in a statement. Revenue
for FY202]1 was at 386,863 cro-
re,up4%.

The company has planned a
capex of almost $2 billion
(%14,700 crore) for FY22.

18

BLOOMBERG
“Wehavebeenabletoconser-
ve capex to a large amount.
Capex was around $0.8-$0.9
billion in FY21. In the current
year we are thinking to spend
somewhere between $1.5 bil-
lion and $2 billion, both on
project capex and sustaining
together,” Duggal told ET.
Very often the focus is on
growth, the sustaining capex
for FY22 will be around $0.9
billion (26,600 crore) and
growth around $1.1 billion
(%8,100 crore). This is probab-
ly the highest capex in the last
5 years, he added. The $1.1 bil-
lion will include around $400
million for the oil & gas seg-
ment, almost $300 million for
aluminium and zinc will be
around $100 million, and the
rest for other businesses.
Earnings before interest,
taxes, depreciation and amor-
tisation was recorded at 9,107
crore, up 18% sequentially
and 88% on-year in Q4 of FY21
ontheback of higher volumes
at Zinc India, aluminium &
iron ore business and higher
commodity &oil prices.
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