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Gold, silver lack firm direction

Traders can consider adopting range-trading strategies

AKHIL NALLAMUTHU
BL Research Bureau

The price of precious metals did not
see much change last week. India be-
ing one of the largest consumers of
gold, Akshaya Tritiya, considered an
auspicious day here for gold buying, is
seen as an important event for the yel-
low metal as it can create an uptick in
demand, at least temporarily. But with
many States observing a complete
lockdown because of the pandemic,
the usual buying spree that happens
around this time has not occurred.
Thus, there was no trigger on the up-
side for domestic bullion this week.

Increase in inflation in the US lim-
ited the downside though, as precious
metals are seen as a hedge against in-
flation. The Consumer Price Index
(CPI) in US has been increasing - it
stood at 0.8 per cent in April com-
pared to 0.3 per cent in January. Treas-
ury yields did not have an impact as
they appear to have settled around
1.65 per cent level for now.

Gold in dollar terms ended the
week largely unchanged at $1,842.2
per ounce compared to preceding
week’s close of $1,830.5 and silver
closed at $27.41 per ounce as against
the previous week’s close of $27.43.
Likewise, gold futures (June expiry) on
the Multi Commodity Exchange)
closed at¥47,676 (per 10 grams) on Fri-
day compared to 47,751 a week ago
and silver futures (July expiry) on the
MCX ended at 71,085 (per Kg) against
71,429 - the previous week’s close.

MCX-Gold (¥47,676)
Despite several bullish indications,
June futures of gold on the MCX could

not extend a rally above the resistance
band of 48,000 and 48,5500 last
week. Even though the contract closed
with a gain on Monday, it lost ground
during subsequent sessions. Never-
theless, on a weekly close basis, there
was not much of a change as the con-
tract reacted positively to the 21-day
moving average (DMA) support at
around ¥47,500 and recouped most of
the losses.

But changes over the last week sug-
gest that the uptrend has lost
strength. The relative strength index
(RSI) and the moving average conver-
gence divergence (MACD) indicators
on the daily chart, though in the
bullish zone, have turned flat over the
past week. This indicates a lack of
trend.

The daily trading volume has seen a
declining trend in the past few trad-
ing sessions, signalling reduced activ-
ity. Also, outstanding open interest
across all active futures contract of
gold dropped to14,086 contracts from
14,336 contracts a week ago.

The price movement of the past
month shows that 348,500 is acting a
strong resistance whereas 346,500 is
acting a strong support. Until either of
these levels is breached decisively, the
trend will remain uncertain.

'Abreakout of 48,500 can generate
significant amount of buying interest
which can result in a quick rally to-
wards the crucial level of ¥50,000. On
the other hand, if the contract breaks
below the support at 346,500, it can
turn the short-term trend negative
wherein the contract could drop to
46,000 and then possibly to
45,400.

From trading perspective, notice

that the bias will be bullish until the
support at¥46,000 holds.

MCX-Silver (¥71,085)

Similar to gold futures, silver futures
(July expiry) declined during the week
but reversed direction on Friday and
ended the week on a flat note. The im-
portant support at ¥70,000 helped
the contract regain some of its posit-
ive momentum. Since the 21-DMA cur-
rently lies near 70,300, the price
band of 70,000 and %70300
provided cushion and restricted the
price fall. As the support helped in
limiting the downside, it was the res-
istance at 72,500 that initially
blocked the bulls, following which the
price moderated.

Indicators such as the RSI and the
MACD, which clearly stayed bullish on
the daily chart, are now flat. Even as
these indicators remain in positive
territory, both turning flat implies

until a clear break is witnessed

GETTY IMAGES/ISTOCKPHOTO

that the contract is struggling to es-
tablish a trend.

The daily trading volume of silver
futures gradually declined over the
past week and like in gold futures, the
number of outstanding open - in-
terests of active future contracts of sil-
ver decreased to 9,972 contracts from
10,033 contracts a week before.

Irrespective of how the above
factors change in the upcoming week,
the next leg of trend in silver futures
will remain undecided until the con-
tract moves out of the broad range of
68,000 and ¥72,500.

A breach of ¥72,500 can lift the con-
tract to X75,000 - a key level. However,
if the contract slips below the support
atX68,000, it could face considerable
sell-off which can potentially drag the
contract to ¥66,300. )

Notably, the contract has a support
above the range bottom of 368,000
i.e., X70,000.
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Demand surge helps
gold import jump to
$6.3 billion in April

ENS ECONOMIC BUREAU
NEWDELHI,MAY 16

GOLD IMPORT, which has a bear-
ing on the country’s current ac-
count deficit (CAD), zoomed to
$6.3 billion for the month of April
due to a surge in domestic de-
mand, according to the Commerce
Ministry data.

Silver imports during the
month, however, dipped by 88.53
per cent to about $11.9 million.

Gold import stood at $2.83 mil-
lion (Rs 21.61 crore) in April 2020,
thedata showed.

The rise in gold imports
pushed the country’s trade deficit
to $15.1 billion in April 2021 as
against $6.76 billion in the same
monthayearago. Accordingtoin-

TRADE DEFICIT

$15.1bn

M Therise in gold imports
pushed the country’s trade
deficit to $15.1 billion in April
2021 as against $6.76 billion in
the same month a year ago

dustry experts, increasing domes-
ticdemand s pushing up imports
of gold, however, the second wave
may impact the demand in the
coming months.

Akshaya Tritiya, a highly aus-
picious day to purchase gold, also
saw muted sales as compared to
pre-Covid numbers.

THE ECONOMIC TIMES DATES/2821 P.N.6

Gold Hits 3-Month High

Gold edged higher, touching a
three-month high, as weaker
bond yields added to the metal’s
allure amid signs bullion inves-
torsare turning more positive.

Spot gold added 02% to
$1,847.87 an ounce by 1:47 pm in
London, after reaching the hig-
hest since February 10.

Hedge fund managers increa-
sed their net-long gold position
to the highest in three months,
data showed Friday.

Prices have rebounded from
lows set in March as the dollar
retreated and the US Federal
Reserve signalled it will keep
interest rates low amid an une-
ven economic recovery, even
with rising inflation expecta-
tions. .

Gold nudged higher Monday as
Treasury yields held losses ma-
de in the wake of Friday’s USre-
tail sales data that missed expec-
tations.—Bloomberg

Vi
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SECTOR SEES BIGGEST WEIGHT ADDITION IN APRIL

MFs Hike Exposure
to Metal Stocks
Amid Rising Prices

MFs’ Metal Weightage (%) Nifty Metal Vs Nifty 50 e
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0 € Secto Record high prices of steel, alu-

minium, and copper have driven

Ashutosh.Shyam earnings upgrades of metal com-

@timesgroup.com

ET Intelligence Group: A susta-
ined increase in metal prices
prompted domestic mutual
funds to double their exposure to
the sector within just 13 months
t03.2% attheend of April2021ac-
cording to data compiled by Mo-
tilal Oswal Financial Services. It
was thehighestin29monthsona
cumulative basis.

Thesector’s weight in the mutual
fund portfolios increased for five
monthsinarow.In April, itrose by
60 basis points, one of the highest
among all sectors. Despite that, it
is still lower when compared with
its weight of 3.7% in the bench-
mark S&P BSE 200 index. Which
means the mutual funds’ portfo-
lios still have a room of about 50
basis points at the aggregate level

panies. The domestic prices of the-
se metals are still at 15-25% disco-
unt to Chinese imported prices
and prices in countries under free
trade agreement (FTA). Due to
this, domestic prices may not fall
sharply inthenearterm unlessde-
mand drops precipitously.

According to estimates, every
1,000 per ton hike in steel price in-
creases operating profit of steel
producers by %1,250-1,300 crore an-
nually. This is one of the reasons
why Tata Steel and JSW Steel re-
ported earnings upgrades of as
high as 20-40% for FY22 despite the
second wave of the pandemic.

The metal sector had a peak we-
ight of 8.2% in the Nifty 50 in 2004
and that dropped to a low of 1.6%
in September 2020. Since then, it
has consistently improved t03.2%
in April 2021.
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Sebi Proposes
Framework for

Gold Exchange

The yellow metal
could be traded in the
form of electronic
gold receipts

PTI

Mumbai: Markets regulator Sebi
on Monday proposed an elaborate
framework for setting up a gold ex-
. change wherein the yellow metal
will be traded in the formof electro-
nicgold receipts and will help in ha-
ving a transparent domestic spot
price discovery mechanism. Also,
the proposed denominations - re-
flecting underlying physical gold -
of Electronic Gold Receipts (EGRs)
are1Kkilogram, 100 grams, 50 grams
and subject to conditions, those can
also be even for 5and 10 grams.

Apart from issuing a consultation
paper on the gold exchange, the
watchdog has come out with draft
norms for vault managers and they
willberegistered asa Sebi interme-
diaries.

The proposed gold exchange, en-
compassing the entire ecosystemof
trading and physical delivery of
gold, is extremely necessary to cre-
ate a vibrant gold ecosystem in in-
dia which is commensurate with
its large share of global gold con-
sumption, according to Sebi.

Presenting the Budget for 2021-22,
Finance Minister Nirmala Sithara-
man had said that Sebi will be the
regulator for gold exchange and
Warehousing Development and Re-
gulatory Authority (WDRA) will be
strengthened to set up the commo-
dity market ecosystem.

As per Sebi, the proposed gold ex-
change would lead to efficient and
fransparent domestic spot price
discovery, assurance in the quality
of gold, promotion of India good de-
livery standard ‘with active retail
participation, greater integration
with financial markets and aug-
ment gold recycling in the country.

“Establishment of regulated gold
exchange is a landmark measure
and to give due prominence to the
historic step, it is believed that the
terminology for the instrument
should be unique and one that car-
xt-:f a global resonance,” Sebi no-

The regulator has suggested that
the instrument to be traded on the
bourse can be termed asan 'Electro-
nic Gold Receipt' (EGR)and that the
entire transaction mechanism can
be divided into three tranches.

In the first tranche, physical gold
would be converted to EGR. In this
regard, a common interface betwe-
en the vault managers, depositori-
es, stock exchanges and clearing

u Bk
corporations has been suggested.

The EGR will be listed for trading
and the bourse will receive infor-
mation pertaining to the EGRon a
daily basis from the depository con-
cerned in the second tranche. Clea-
ring corporation will settle the tra-
des, as per the consultation paper.

In the third tranche, the EGR will
be again be converted into physical
gold and the beneficial owner will
have to surrender the EGR to obta-
in the physical gold.

Post the Budget announcement,
Sebi had constituted two working
groups involving the stakeholders
for the proposed gold exchange
framework. After taking into consi-
deration, the two groups' recom-
mendations, the watchdoghas issu-
ed the consultation paper, on which

[
Sebi has also
come out with
draft norms for

“Sebi, in the con-
sultation paper;
has also sought
comments on
whether there
should be a new
exchange or ex-
urses be allowed todeal in EGR.

The regulator noted that the vault
manager should ensure that no
EGR is created without the presen-
ceof physical gold in the vaults.

Withregard toproduct denomina-
tion for trading, Sebi said to begin
with, the EGRs of 1 kilogram, 100
grams and 50 grams denomination
should be available with the stock
exchange with same denomination
for trading of EGR and conversion
of EGR into physical gold. ¥

In order to attract more players to
this market, EGRs with smaller de-
nominationssuchas10gramsand 5
grams may also be allowed for tra-
ding purposes, the consultation pa-
per said. Sebi said that considering
delivery and logistics aspects, con-
version of such smaller denomina-
tion of EGRs into physical gold,
may be permitted only when the be-
neficial owner has accumulated,
say, at least 50 grams (or multiples
thereof) of physical gold in the
formof EGRs.
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Economy: Macro, Micro & More
WPI Hits II-'Yr High 0f10.49% in
Apr as Metals, Fuel Prices Zoom

Indicates increase in retail inflation too; ec

Our Bureau

New Delhi: India’s wholesale price infla-
tion hardened to an almost 11-year high in
April on the back of a sharp rise in prices
of basic metals, fuel and power, indicating
retail inflation may firm with a lag in re-
sponse to this cost push pressure.

Data released by the commerce mini-
stry on Monday showed wholesale price
index (WPI)based inflation at10.49% last
month, up from 7.89% in March.

Inflation in fuel and manufacturing
items rose to 20.94% and 9.01%, respec-
tively, in April compared with 10.25%
and 7.84% last month.

The WPI inflation in primary food arti-
cles rose to a six-month high of 4.9% in
April, driven by fruits, non-vegetarian
protein itemsand itemssuch as tea. «

The low base of wholesale inflation in
April2020(-1.57%) magnified the commo-
dities-led rise in inflation last month.

“The WPI inflation delivered a negative
surprisefor yet another month, hardening
to a sharper-than-anticipated series-high
10.5% in April 2021,” said Aditi Nayar, chief
economist at rating agency ICRA. She at-
tributed a part of wholesale price increase
toa weakeningrupee.

Retail inflation in April eased toathree-
month low of 4.29%, but experts consi-
der it temporary.

“We see the April moderation in retail
inflation as temporary,as thereislimitto
how low perishables can go, fuel prices
have started torise, and non-perishables
remain elevated,” said Rahul Bajoria,
chief India economist at British invest-
ment bank Barclays. He expects CPItori-

set05.4% in May.

Economistsexpecta furtherrisein WPI
as well going ahead because of an expec-
ted rise in commodity prices. Wholesale
inflation in paddy, cereals, wheat, onion
and pulses fell in April.

“We expect the headline WPI inflation
to rise further to 13-13.5% in the current
month before commencinga downtrend,
whereas the core-WPI inflation may con-
tinue to rise over the next three prints to
apeak of around10.5%,” Nayar said.

Shesaid there isnospaceforrate cuts to
support the faltering growth momentum
and the monetary stance is expected to
remain accommodative.

As per Bajoria, with the summer season
likely to add to upward food price momen-
tum, WPI could peak in May before mode-
rating thereafter. :

onomists see further rise in wholesale index

SBI Research Calls
for cutin Fuel Prices

NEW DELHI: Rising fuel prices have
crowded ~ out  discretionary
household spending on items like
health, grocery and utility servi-
ces, State Bank of India Research
said in a report, calling for an ur-
gent cut in oil prices through tax
rationalisation.

Consumers will feel the double pa-
in of rising health expenditure and
lower incomes in thisfinancial year
as the second wave of Covid-19 spre-
adsacrossIndia, it said.

In aggregate terms, family health
expenditure may increase by as
much asz 66,000 crore, or11% of the-
ir consumption expenditure, this
yearfrom FY20, itsaid.

“This is likely to result in a squee-
ze in expenditure on other items of
discretionary consumption, a reci-
pe for a cutback in consumption
spending,” Soumya Kanti Ghosh,
group chief economist at SBI, said
inthereport.—OurBureau

————




BUSINESS LIBRRATE : 1%/2021 P.N.8

SUBRAMANI RAMANCOMBU
Chennai,May 18

Ironore prices have continued
to head north since the begin-
ning of this week, taking heart
from China’s steel production
hitting a record high, but ana-
lysts and experts wonder how
longthe ore’s bull run can last.

A few analysts see the run
ending in the second half of
this year or even go through a
multiyear downtrend from
nextyear.

Trading Economics Website
said that iron ore with 62 per
centiron content increased to
$21499 a tonne cost and
freight at the delivery port of
Tianjin, China.

Prices for iron ore with 63.5
per cent iron content was
quoted at $20850 a tonne,
cost and freight Tianjin. How-
ever, the prices are off the re-
cord highs witnessed last
week.

Current record prices unsustainable, say
analysts; see slow demand growth

Iron ore 63.5 per cent Fe has
gained 31.55 per cent since the
beginning of this year, while
iron ore 62 per cent Fe has in-
creased 38 per cent. The rates
have been rising despite the
Chinese governmenteffortsto
restrict production and curb
pollution.

WSsA outlook

The World Steel Association
(WSA), in its short-range out-
look for 2021 and 2022 last
month, forecast steel demand
to grow by 5.8 per cent this
year to1,874 mt after last year’s
marginal decline.

According to WSA, global
construction is expected to
reach the 2019 level again next
year when the global auto-
motive industryreturns to the
2019 level.

The WSA, however, forecast
steel demand for next year to
below 2019 levels. This is

iron ore prices have been rising despite the Chinese
government’s efforts to restrict production and curb pollution

where analysts and experts
feel that sooner or later, iron
ore prices could come under
pressure.

Dynamicsto take over

In its forecast for iron ore
earlier this month, the US
credit rating agency Fitch
Solutions said that despite
prices rising to a record, there
was still room for further up-
ward movement. However, it
said from the second half of

this year the prices could sta-
bilise.

London-based commodity
marketsanalysts CRUsaid that
itexpected prices to decline as
dynamics in the physical mar-
ket could start taking over at
some point. The timing and
magnitude of the fall are chal-
lenging to predict, though.

Morgan Stanley, in its recent
note, said the gains in iron ore
would decline toward the end
of theyear after “overshooting

levels that can be justified by
the fundamentals.”

Dutch multinational bank-
ing group ING said that the
surge in iron ore prices to re-
cord levels last month was
speculative.

The group’s analysts said
that optimism over central
banks retaining supportive
policies and steel production
in China will remain robust
(given the attractive margins
on offer for mills) despite the
ongoing production curbs
and prove constructive for the
iron ore market.

Slowdemand growth

Fitch Solutions said that prices
would head lower in the
second half of this year on im-
proved supply and slower
growth indemand.

The US credit rating agency,
which raised itsiron ore prices
forecast for this year and next
to $160 a tonne and $130 re-
spectively, said the current
levels are unsustainable in the
long term for steel producers.

Tron ore’s bull run may taper off in H2 this year

CRU's Hedborg said that a
fall in iron ore prices was sub-
ject to two factors in the mar-
ket. One, if China continues to
stimulate steel demand and -
its production stays higher,
iron ore demand will remain
athigherlevels.

The other factor is supply
risks, mainly from Brazil, since
miners could face delays in
getting licenses and seasonal
ones such as shiploader avail-
ability.

ButFitch Solutions said that
the demand inChina from the
stimulus could begin to wear
off from the second half of this
year as construction projects
could be completed and the
pressure on new projects in
the pipeline could drop.

The forecasts have been sup-
ported by the interview
Eduardo Bartolomeo, chief ex-
ecutive of Brazil's Vale, gave to
Financial Times, saying “iron
ore is not in the cusp of a new
supercycle”. He, however, sees
the pricesrulingatan elevated
level till 2023.
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Consider fresh longs in MCX zinc futures

AKHILNALLAMUTHU
BLResearch Bureau
The continuous futures con-
tract of zinc on the Multi Com-
modity Exchange (MCX) has
been Witnessing considerable
amount of volatility since the
beginning of 2021. Neverthe-
less, it has managed to stay
positive and produced a year-
o-date gain of 12 per cent. The
atest leg of rally that began in
arly April from about %218
ostsome momentumandasa
esult, the futures entered a
onsolidation phase. It was os-
illating between %230 and
238 for the past three weeks.

But this week has been good as
May futures have broken out
of the resistance at 238 and
therefore, the contract
seemed to be regaining trac-
tion. The bullish bias is sub-
stantiated by the relative
strengthindex(RSI)asitshows
fresh uptickand lies in thepos-
itive territory. The movineg):v-
erage convergence divergence
indicator on the daily chart,
whichhas been inching down-
wards, is now turning its tra-
jectory up. Also, the bounce is
off the 21-day moving average
(DMA). Moreover, the average
directional - index, which

shows the strength of trend,
signalsa strong uptrend.

Taking above factors into ac-
count, traders can initiate
fresh long positions on de-
clines with stop-loss at ¥233.
On the upside, the futures con-
tract has the potential to move
upto%250,animportantlevel.
A breach of this level can in-
tensify the rally where the con-
tract could touch ¥260. To
manage risk better, traders
who opt to hold longs above
X250 can consider shifting the
stop-loss upwards to %240
once the contract goes beyond
%250.
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Vedanta Aluminium sets capex
target of $300 m for current fiscal

KUWAR SINGH

New Delhi, May 18

Vedanta Aluminium has seta
capital expenditure target of
$300 million for the current
fiscal , it's Chief Executive Of-
ficer Ajay Kapur has said.

“Our most significant ex-
pansion will be at our Lanj-
igarh alumina refinery,”
Kapur said. “Subject to gov-
ernment approvals, the ma-
jority of our projects should
be completed over the next
23 years,” Kapur told
BusinessLine.

Vedanta Aluminium, a ver-
tical of Vedanta Ltd, is India's
largest aluminium maker,
producing 196 million
tonnes in 2020-21. The busi-
ness aims to ramp up its an-
nual aluminium production
capacity to 3 million tonnes,
Kapur said.

Raw material

The production of alu-
minium requires twice the
amount of alumina as raw
material. Vedanta is raising
the annual capacity of the
Lanjigarh refinery, which
produces alumina from

The company aims to ramp.
up its annual aluminium -
production capacityto3 mt

bauxite, to 5 million tonnes
from 2 million tonnes. Addi-
tionally, Vedanta also impor-
ted around 2 million tonnes
of alumina in the just-con-
cluded financial year, Kapur
said. Both the Lanjigarh re-
finery and the firm's flagship
Jharsuguda aluminium plant
are situated in Odisha.
Vedanta last year won a
case in the Supreme Court
against public-sector alu-
mina producer National Alu-
minium  Company Ltd
(NALCO) to be able to buy the
alumina that NALCO exports.
Though both NALCO and Ved-
anta have their production
units in Odisha, the order re-
quires NALCO to supply alu-

mina to Vedanta at the Vi-
sakhapatnam port. Given the
logistical hurdles, imports
have remained a preferred
way to meet the shortfall in
Vedanta’s in-house produc-
tion of alumina, Kapur
added.

The expansion of alumina
capacity is aimed at plugging |
this gap, but the Lanjigarh re-
finery has also faced diffi-
culty in sourcing its own raw
material bauxite.

Bauxite reserves
Alumina production re-
quires three times the
amount of bauxite. While
half of India's vast bauxite re-
serves are based in Odisha,
no bauxite mines have been
successfully auctioned across
India over the past six years.
Vedanta met half of its baux-
ite demand through do-
mestic procurement from
public-sector miners and the
other half from imports dur-
ing last fiscal, Kapur said.
“We have urged the State
government to expeditiously
bring bauxite mines into auc-
tion,” he added.
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Lockdown impact: Cement

demand may drop 20%in June

Demand from rural
housing to decrease,
says Fitch Ratings

OUR BUREAU

Mumbai, May 18

Cement demand in the June
quarter of this fiscal is expec-
ted to drop by 20 per cent due
to localised restrictions imple-
mented by most State govern-
ments to break the Covid infec-
tion chain.

Fitch Ratings, in a report,
said that the cement demand
from rural housing - which ac-
counts for nearly a third of the
total domestic market - to de-
crease to a larger extent as it is
more dependent on indi-
vidual customers.

Rise in input costs

However, it said cement de-
mand from other segments,
such as urban housing, infra-
structure and commercial
construction, is likely to be less

Rural housing accounts for
nearly a third of the total
domestic market

affected because these seg-
ments are less dependent on
retail sales, it said.

Key energy commodities in-
cluding petroleum coke, im-
ported coal and diesel, which
together account for more
than 50 per cent of the cement
makers’ costs, rose sharply,
particularly after the Decem-
ber quarter of the last fiscal.

However, the impact on the
cement companies’ costs was
less apparent in the March
quarter as they switched to us-
ing lower-priced imported

coal and benefitted from
lower-cost inventories besides
lag in adjustments in the
freight costs, the report said.

“We expect the impact to be
more visible in the June
quarter, but the mid-single-di-
git price increases by the ce-
ment companies after third
quarter of FY21 will help to
cushion the overall impact on
profit,” it said.

The nationwide lockdown
last year caused cement pro-
duction to fall by 38 per cent
year-on-year in first quarter of
FY’21. However, manufacturing
plants and construction sites
can operate during the cur-
rent lockdown in most States,
and there is significantly less
disruption to logistics services
and labour availability. The
economic impact of the latest
restrictions will be less severe
than last year, and should
drive pent-up demand for ce-
ment after the curbs are eased,

the report said.
—
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VALUATION multiples are half of global peers and merger to bring in synergies and balance sheet strength to drive growth

Time’s Right to Enter Jindal Stainless Twins

Jwalit.Vyas@timesgroup.com

ET Intelligence Group: If steel is
in a supercycle of its own, can the
stainless variety of the alloy be far
behind?

So, it isn’t surprising that the big-
gest two in the businesslocally—Jin-
dal Stainlessand Jindal Stainless (Hi-
sar)—reported robust performances
in the three months to

trade at half the valuation multi-
ples of global peers.

In the March quarter, Jindal Sta-
inless (JSL) reported an operating
profit or earnings before interest,
tax, depreciation and amortisation
(Ebitda) of 7540 crore, more than
double on-year and 15% higher se-
quentially. Jindal Stainless Hisar
(JSHL) reported an Ebitda of 2406
crore, again doublingon-year.

Thus, the combined

March. And the stain- TeF Ebitda is 2946 crore.
less performance shy { Thy bined volu-
uld continue, paced b$ l l ANALVSIS meegigrv:/lthmwasv&go
strong domestic de-

mand, better realisations and the
eventual merger of thetwo OP Jindal
group companies.

The M&A, which will likely be effec-
tive sometime in the second half of
FY22, will provide the necessary
cash-flow and balance-sheet strength
toundergird future growth.

Current stock prices offer,an op-
portunity to buy into both as they

on-year. Local de-
mand remained strong from sec-
tors as diverse as autos, pipes, tu-
bes, and public transportation net-
works — the metros and state-run
railroads. Higher realisation of 1.5
lakh per tonne, up 6% quarter on
quarter and 13% year on year, hel-
ped offset cost pressures. The com-
pany ended the year withnetdebt of
3,487 crore — or net debt to Ebitda

Strong Show

Combined financials of Jindal
Stainless and Jindal Stainiess Hisar

(zcr) Q4Fv21| Fy21
Revenves | 7,017 | 21,588
eBOTA | 948 |2551
NetProfit | 644 | 1,115

of 1.3times.

India’s total consumption of flat
stainless steel is 2.6 million tonnes.
The two companies have a combi-
ned capacity of 1.9 million tonnes
and produce around 1.8-1.9 million
tonnes per annum (based on the Q4
run rate). The rest comes from
smaller players and some imports,

India’s stainless
steel demand is
2.6 MTPA and both
companies produce
18-1.9MTPA

z Recent reduction in
rebates on stainless steel exports by
China may not push cheap imports

into India, which is a positive

mainly from China and Indonesia.
The recent reduction (in February
2021) in export rebates on stainless
steel exports by China may not
push cheap imports into India,
which is positive for the domestic
steel producers.

Analysts expect the companies to
log 3,200 crore Ebitda this'financial

year; against 22,550 crore in FY21, and
an even higher operating profit in

FY23 with merger synergies flowing
in. For instance, JSL has raw materi-
aland port proximity and JSHL hasa
better domestic presentation.

Furthermore, shareholders have
not been very comfortable with the
inter-corporate loans between the
two companies that will go away
with the merger. JSL also has 800
acres of developable land in Odis-
ha, which would allow the company
to expand brownfield at one-third
the cost. The company intends to
add 1 MT capacity post-merger. All
these could help a re-rating in the
two stocks.

At the current prices of 94 and
Z184apiece, sharesof JSLand JSHL
are trading at 3.8 times forward EV
by Ebitda multiples. Their global
peers suchas Outokumpu, Aperam
and Acerinox trade at 6-6.5 times
forward multiples. The gap may
narrow as the merger nears.
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DEMAND EXPECTED TO STAY RESILIENT

Copper Rebounds as Optimism
Overcomes Fed, China Concerns

. Bloomberg

Copper rebounded from Wednesda-
y’s slump, buoyed by expectations
that demand will remain resilient
in the face of possible tapering by
the US Federal Reserve and China's
stepped-up efforts to jawbone pri-
ces lower.

Sentiment improved with equities
climbing and US a report showing
applications for state unemployment
insurance fell last week to a fresh pan-
demiclow. A falling dollar also helped
underpin gains in metals.

Copper slid the most since Octo-
ber on Wednesday amid worries
| that inflation threatens the econo-
mic recovery. Despite the pullback,
major metal producers remain op-
timistic. The Chilean government's
copper agency Cochilco lifted its
2021 average price projection, say-
ing a tight market and investor
flows could send the metal to new
all-time highs in the short term.

“For the time being, global com-
modity demand signals are still fi-
ring on all cylinders, with the re-
cent weakening still consistent
with noise,” TD Securities analysts
led by Bart Melek said in a note. But
“the context points to risks of nor-
malizing growth.”

Minutes of the Fed's last meeting
released Wednesday indicated so-
me Fed officials may be open “at so-

THE HINDU DATE /82021 P.N.11

Hindalco Q4 net
rises 3x to 1.9k cr

New Delhi: Hindalco Industri-
es, the Aditya Birla Group me-
tals flagship company, on Fri-
day reported a nearly threefold
rise in its consolidated profit-
after-tax (PAT) at Rs 1,928 crore
for the quarter to March 2021,
mainly on account of higher
volumes and lower input costs.
Its consolidated revenue incre-
ased to Rs 40,507 crore from Rs
29,318 crore. pm

JSW Steel Q4 net
zooms 2,129%

Mumbai: JSW Steel’s Q4 pro-
fit rocketed 2,129% to Rs 4,191
croreon the back of improved
metal prices and strong do-
mestic demand and exports.
Revenue from operations rose
51% to Rs 26,934 crore. Q4FY20
earnings were low as the na-
tionwide lockdown impacted
JSW Steel’s operations. Tnn

11

me point” to discussing adjust-
ments to the pace of massive bond
purchases if the US economy keeps
progressing rapidly.

In China, the cabinet expressed con-
cerns Wednesday about the rise in
commodities pricesforasecond week
inarow, callingfor moreefforttocurb
“unreasonable” gains and preven-
ting any impact on consumer prices.
The meeting, chaired by Premier Li
Kegiang, also called for a crackdown
on speculation and hoarding.

Copper rose 0.4% to $10,038 ton as
of 3:01 p.m. on the London Metal Ex-
change, after climbing as much as
1.8%. The metals slumped 3.9% on
Wednesday, the most since Oct. 1.
Most other LME metals advanced
on Wednesday, while aluminum
slipped 0.7%.

Alcoa Co.’s Chief Executive Offi-
cer Roy Harvey said demand for
aluminum is “firing on all engines”™
this year and continues to grow “re-
ally, really quickly” in China and
therest of the world.
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JSW Steel Sees Record Q4 Proﬁt at34,191 cr

Our Bureau

Mumbai: Sajjan Jindal's JSW Ste-
el registered its highest-ever profit
for the fourth quarter at 24,191 cro-
re,an increaseof 22timesagainsta
net profit of 7188 crore in the same
period last year mainly on account
of-a strong domestic demand supp-
lemented by exports, and impro-
ved steel prices.

The company's net profit for FY21
was 27,873 crore, up 101% from
23,919 crore in FY20. “The global
and Indian economies showed re-
markable recovery supported by
large fiscal and accommodative
monetary stimulus extended by
governments and central banks
that facilitated faster V-shaped re-
covery,” the company said in a sta-
tement on Friday.

JSW Steel has announced a divi-
dend at Rs 6.50 per equity share on
the 241,72,20,440 equity shares of Rs
1each for the year ended March 31,
2021, subject to the approval of the
members at the ensuing Annual
General Meeting.

“The total outflow on account of
Wuity dividend willbe Rs 1,571 cro-

re, vis-a-vis Rs 483 crore paid for
FY20,” the company said.

JSW Steel’s consolidated revenue
from operations stood at Rs 26,934
crore — an increase of 51% YoY,
with operating earnings before in-
terest, taxes, depreciation and
amortization (Ebitda) at Rs 8,440
crore.

The Company’s consolidated net
debt to EBITDA stood at 2.61X aga-

inst4.5X at the end of 4Q FY20.

“The company’s debt has come
down by Rs 858 crore even after
spending on CAPEX expenditure/
acquisitions aggregating to aro-
und Rs 15,000 crore during FY
2021,” the company said.

InQ4of FY 21, JSW Steel’s Saleab-
le Steel for the quarter stood at 4.06
million tonnes, higher by 11% YoY
and crude steel production was at

4.19mt. In FY 21 the company’s cru-
de steel production was at 15.08 mt
down 8% YoY. The Company ex-
ported 4.23 million tonnes of steel
in FY2021, an increase of 36% YoY
and exports accounted for 28% of
total sales (compared to 21% in
FY2020).

The company has guided a conso-
lidated crude steel production of
22.94 million tonnes in FY 22 with
saleable steel at 21.63 mt.

The expansion project at Dolvi
from 5 MTPA to 10 MTPA steelma-
kingcapacity hasbeen operationa-
lized, the company said. However,
the completion work pertaining to
the Blast Furnace and Steel Melt
Shop has been impacted by the
ongoing Covid disruption. The
company now expects full integra-
ted operations by September 2021.

“The 8 MTPA Pellet plant at Vijay-
anagar Karnataka was fully com-
missioned in March 2021 and pellet
production isunderway,”, the com-
pany said.

JSW Steel’s board has approved a
CAPEX of Rs 25,115 crores (inclu-
ding sustenance & other CAPEX of
Rs 6,565 crores) spread over 3 years
from FY22to FY24. K
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Hindalco Q4 PrOfIt Zooms AbOUt 3 Foldt031,928 cr

Our Bureau

Mumbai: Hindalco Industries, the Aditya
Birla Group’s metals flagship, announced
its highest-ever consolidated net profit after
tax of 21,928 crore in Q4 of FY 21 which isup
3 times the net profit of 668 crore in the
same period last year.

For the whole financial year 2021, the
company reported a PAT of 23,483 crore
down 8% year-on-year (YoY) from 23,767
crore in FY 20, mainly on account of Co-
vid-19 impact on the operations.

“The results were driven by a strong per-
formance by Novelis and India Aluminium
Business, supported by higher volumes and
better product mix, lower input costs, stabi-
lity in operations and cost-saving actions,”
said Satish Pai, the company’s managingdi-
rectoron Friday.

Hindalco reported an earnings before in-
terest, taxes, depreciation and amortiza-
tion /EBITDA) at Rs 5,597 crore (vs Rs 4,216

[YTTTTTTTY Dt L AL

crore), up 33% YoY. The company’s consoli-
dated revenue for the fourth quarter stood
at 240,507 crore (vs 329,318 crore), up 38%
YoY. Hindalco’s consolidated gross debt de-
clined by 218,187 crore and Net Debt fell by
Z14,883 crore as of March 31, 2021 from its pe-
ak on June 30, 2020.

“Consolidated net debt to EBITDA ratio
improved significantly to2.59x on March 31,
2020, from a peak of 3.83x on June 30, 2020,”
the company said in a statement.

The company has planned a Capex of
22,700 crore of FY 22.

12

“Our expansion strategy is downstream,
weannounced Silvassa last quarter we will
be announcing an investment in rolled pro-

ducts pretty soon. Interms of capital alloca-

tion, we wanted to focus on deleveraging
and we did that. We have also announced a
Rs 3 per share of Divided. And the rest will

' beforgrowth capex,” Pai said inan interac-

tionwith ET.

Last year the company guided about
Z1,500 croreand spentabout1,600 crore
for the whole FY 21.” We spent 21,600
crore because in Q4 we saw things pick-
ingup. Next year it isaround 22,700 cro-
re for India operations and around $630
million for Novelis,” Pai said.

The firm’s aluminium India business re-
corded metal output of 316 Kt and alumini-
um metal sales were higher by 5% YoY at
329Kt (vs 314Kt in Q4 FY20). Aluminium va-
lue added product segment (excluding wire
rods) sales volumes were at 92 Kt (vs 76 Kt),
up 21% YoY, driven by a sharp recovery in
the domestic market.
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OUR BUREAU
Mumbai, May 21
JSW Steel’s consolidated net
profit jumped to %4,191
crore in the March quarter,
against X188 crore in the
same period last year, due
to higher realisation.

Sales increased 51 per

cent to 26,456 crore
(%17,556 crore).
The company made

impairment provision of
X83 crore relating to the US
coal business towards the
value of property, plant and
equipment and goodwill on
the basis of values determ-
ined by independent ex-
ternal valuers using cash
flow projections of respect-
ive businesses and assets.
Operating EBITDA was up
149 per cent at 8,021 crore
led by enhanced spreads, fa-
vourable product mix and
continued upward trend in

JSW Steel net rises to 34,1

Wi P Lol

steel prices. Overall ‘}olume
of iron ore from captive

mines accounted for 42 per ~ &

cent of total requirement.

The recovery in global
and domestic demand re-
covered with large fiscal
and accommodative monet-
ary stimulus extended by
governments and central
banks that facilitated faster
V-shaped recovery.

However, the emergence
of a second wave of Covid in
India has dampened the
sentiment due to wide-
spread localised lockdowns
in several parts of the coun-
try, said the company.

Fundraising '
The company plans to raise
X5,000 crore through

rights issue and another
X7,000 crore through issue
of non-convertible securit-
ies to institutional investors

i

LY

-~

to fund its growth plans.
The company will invest
25,115 crore over the next
three fiscal in various pro-
jects. It will expand steel-
making capacity by 5 mtpa
at Vijayanagar to 17 mpta

with an investment of
15,000 crore.

In a bid to boost captive
iron ore supply, it plans to
invest 3,450 crore to im-
prove efficiency at the four
iron ore mines in Odisha by
creating infrastructure to
reduce reliance on out-
sourced mining, imple-

I crore in Q4

:ment digitalisation and set

up grinding and washing
facilities to improve the
quality of the ore which
will lead to higher pro-
ductivity at the steel-mak-
ing operations.

JSW Steel will invest ¥100
crore in the 0.12 mtpa col-
our coated downstream
steel facility in Jammu and
Kashmir to meet the grow-
ing demand and support
economic development.

The company has com-
missioned pellet plant, coke
oven battery and Hot Strip
Mill for plate rolling as part
of doubling capacity to 10
mtpa at Dolvi.

However, the work on
blast furnace and steel melt
shop has been impacted by
Covid disruptions and the
company expects to have
fully integrated operations

by September.

BUSINESS LINE DATE : 22/5/2021 P.]

V

Revénue up 38%
at 40,507 crore

OUR BUREAU

Mumbai, May 21

Hindalco Industries,

realisation.

cent at 340,507
(29,318 crore).

a dividend of X3 per share.
EBITDA

AN

an

Aditya Birla group company,
reported that its consolid-
ated net profit in the March
quarter nearly tripled to
1,928 crore, from 668
crore logged in the same
period last year, largely due
to lower cost and better

Revenue in the quarter un-
der review was up 38 per
crore

The company announced

in the March

Satish Pai, Managing Director

quarter was up 33 per cent at
5,845 crore (X4,173 crore).
Finance cost reduced to
%903 crore (1,429 crore).
Satish Pai, Managing Dir-
ector, Hindalco, said the
sharp rise in top and bot-
tomline has further
strengthened the balance
sheet absorbing the Aleris

acquisition and restoring
consolidated net debt to
EBITDA ratio to pre-acquisi-
tion levels.

The demand for alu-
minium was higher than
pre-Covid levels in the
March quarter, he said.

Gross debt of the com-
pany declined by <18,187
crore and net debt fell by
%14,883 crore as of March 31
from the peak of last June.

Sale of metals

Metal sales were up 5 per
cent at 3.29 lakh tonnes (3.14
lakh tonnes). Value added
aluminium product sales in
India was up 21 per cent at
92,000 tonnes while alu-
minium EBITDA in India was
at all-time high at 1,610

Hindalco Q4 net triples to X1,928 cr
on better realisation, lower cost

crore. Copper cathode pro-
duction at 97,000 tonnes

was up 28 per cent while cop-

per cathode rod output in-
creased 7 per cent to 76,000
tonnes.

Novelis has raised €500

million through Senior Un-
secured Green Bonds in
Europe for 8 years due in
2029. It registered an all-
time high shipments of 9.83
lakh tonne, up 21 per cent.
Novelis adjusted EBITDA per
tonne was at $514 up 9 per
cent.

Integration of Aleris con-
tinues with $79 million run-
rate combination cost syner-
gies already achieved till the
March quarter. Total synergy
potential is estimated at
$120 million.
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SURESH P IYENGAR

y 22

Hindalco Industries, an
Aditya Birla Group company,
plans to restart all projects put
on hold due to the pandemic
and invest about ¥ 2,700 crore
this fiscal against 1,600 crore
made in FY'21.

The company had cut the
proposed capex from X 2,500
crore last June due to Covid
and paused the downstream
project at Hirakud in Western
Odisha. It also went slow on
the 34,000-tonne I730-crore
aluminium extrusion plant at
Silvassa.

Satish Pai, Managing Dir-
ector, Hindalco Industries,
said the demand for alu-
minium has surpassed pre-
Covid levels and the company
is confident that revival in de-
mand will sustain in despite
Covid concerns.

Unlike last year, the com-
pany has not seen any exodus
of workforce this time and
plants were running to the op-

timal level, he said. The
biggest challenge now is to get
the entire workforce vaccin-
ated at the earliest rather than
stopping the exodus, he
added.

Despite the local Covid re-
strictions, demand for alu-
minium has been strong from
packaging, building and con-
struction, while sales to the

14

F
Hindalco to investX2,700 cr on capex

Plans to restart all projects put on hold due to pandemic

automobile  sector  have
slowed down since April, said
Pai.

“We expect aluminium
prices to remain firm as sup-
ply side is constrained by shut
down of inefficient plants in
China due to its environ-
mental, social and governance
(ESG) commitments,” he
added.

Huge demand, poor supply
On fall in copper demand, Pai
said the sharp increase in the
prices of the metal has pushed
up the working-capital need of
user industries, leading to
slowdown of few projects. The
copper demand is about 85 per
cent of the pre-Covid levels.

Robust demand and short-
age of supply have been driv-
ing prices in the international
market and the user industry
needs to cope with this
situation.
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BULLION CUES

Gold setsits eye on the sky

Declining base metals casts shadow over silver which needs to break out of key resistance

AKHIL NALLAMUTHU

Gold made progress last week and
posted a weekly gain after witnessing
a minor correction the week before.
The yellow metal relied on a weak
dollar, though the FOMC (Federal
Open Market Committee) meeting
minutes showed that some parti-
cipants suggested that it might be ap-
propriate to start discussing the pace
of asset purchases. Although this
sparked speculation on the Fed hint-
ing about tapering, there was no
roadmap or timetable to come to a
conclusion. While the US dollar ral-
lied on Wednesday, it swiftly reverted
to a downward path. Hence, it could
not impact gold which continued to
inch upwards.

Silver, however, did not reflect the
same sentiment. Its prices were kept
under check as all metal prices de-
clined towards the end of the week.
Silver, which carries the characterist-
ics of industrial metals due to its ap-
plications, faced pressure following a
statement by China about increasing
commodity prices. As the prices of
metals have been soaring over the
past year, the Chinese cabinet seems
to have decided to come up with
mechanisms to check unreasonable
increases in price.

Gold ended the week with a gain of
2 per cent as it closed at $1,880.3 (per
ounce) on Friday compared to
$1,842.2 a week ago. But because the
rupee gained versus the dollar, gold
(August expiry futures) on the Multi
Commodity Exchange (MCX) posted

\a lower gain of 1.5 per cent in terms of

rupee. It closed at 348,889 (per 10
grams) on Friday. Silver, after gaining
during the early part of the week,
gave up gains and ended the week
flat at $27.52 (per ounce). On the MCX,
the July futures contract wrapped up
the week flat at ¥71,049 (per kg).

MCX-Gold (¥48,889)
The futures contract of gold on the
MCX began the week on a positive
note and the August series rallied
and closed above the key resistance
of 348,600 on Monday. This could
trigger a fresh bout of buying in the
coming week that can lift the con-
tract towards the important level of
X50,000. The contract was able to
sustain above ¥48,600 through the
entire week and the price rise has
come on the back of the 21-day mov-
ing average support which was at
around ¥47,650.

Other positive signs include price

action on the daily chart, which has
been forming higher highs and
higher lows since April and indicat-
ors such as the relative strength in-
dex (RSI) and the moving average
convergence divergence (MACD) on
the daily chart as both these indicat-
ors are showing fresh uptick. These
indicators show steady advancement
on the weekly chart as well. Besides,
the total outstanding open interest
of all active futures contracts in-
creased with the price last week to
14,556 contracts from 14,086 con-
tracts a week ago.

Because of the above reasons, it can
be assumed that the gold futures is
set to further rally during the week
and so traders can consider initiating
fresh long positions. While the imme-
diate resistance is the strong hurdle
at ¥50,000, a breach of this level can
intensify the rally. Above ¥50,000,
the futures contract is likely to

ISTOCKPHOTO
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quickly jump to ¥51,000. The nearest
support is at ¥48,600, below which
notable supports are at ¥47,650 and
%47,000.

MCX-Silver (¥71,049)

The July futures contract of silver on
the MCX, which was largely treading
a horizontal path between 68,000
and 72,500, opened last week with a
gap-up and rallied. The upward
movement extended on the ensuing
trading session as well. However,
after it registered an intra-week high
of ¥74,222, the contract overturned
the direction and fell back below the
critical level of 72,500 and closed
the week at ¥71,049, thereby under-
performing gold.

Nevertheless, there are certain in-
dications that give silver a bullish in-
clination. The price is above the 21-
DMA, the price pattern since the be-
ginning of May hints at positive bias
and the RSI and the MACD remain in
their bullish terrain. But the bullish-
ness is not as strong as that is in gold.
The average directional index (ADX),
which demonstrates the strength ofa
buyers and sellers, is showing that
the bulls hold advantage over bears.

Despite the above indications, it is
recommended to wait until the July
futures decisively breaks out of the
resistance at ¥72,500. Once this hap-
pens, traders can go long. A clear
breach of 72,500 in the coming
week could lift the contract towards
75,000, which is an important level.
If the contract moves past this level,
it can rally to ¥77,500. From current
levels, the supports are at ¥70,000
and 68,000.
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“JSW Steel’s Counter- cyclical :
Investment Strategy Pays Off’

It has helped co reap benefits of record commedity prices, gain better

Bhavya.Dilipkumar
@timesgroup.com

Mumbai: JSW Steel’s strategy to
invest during the counter-cyclical
environment in the steel sector has
helped the company to reap the
benefits of record-high commodi-
ty prices and achieve better mar-
gins with increased capacities,
said the company’sjoint managing
director, Seshagiri Rao.

“If you see JSW Steel's track re-
cord, we always differentiate our-
selves as the investors who does in-
vestment in the counter-cyclical
environment...We took a capital
expansion plan of 348,000 crore for
the last three years and we have
done it at the right time,” Rao said
inaninteraction with ET.

JSW Steel in the last quarter of
FY 21, reported a 22 times increase
in quarterly profit, its highest ever
at 4,191 crore compared with 2188
crore a year ago. Its net profit for
FY21 was 7,873 crore, up by 101%
from 23,919 crore in FY 20.

The company for the FY22, has an-
nounced a capex of 25,115 crore, in-
cluding sustenance and other Capex
of 6,565 crore spread over three
years from FY22to F'Y24. The compa-
ny has plans to increase its capacity
in Vijayanagar by 5 mtpa with an in-
vestment of 215,000 crore, the compa-
ny is planning to invest 3,450 on in-
creasing efficiencies in mining as-
sets and is planning to set up a 120
ktpa colour coated facility in Jammu

@ AGAINST THE TIDE
If you seeour record, we

-alwaysdifferentiate our-

selvesasinvestor who
doesinvestmentincoun-

ter-cyclicalenvironment

SESHAGIRIRAO
Joint MD, JSW Steel

and Kashmir for 2100 crore.

“We are an 18 million tonne steel
company, just before all the expan-
sion. Now an additional 5 mt of
Dolvi, 2.5 million tonnes of Bhush-
an Power and Steel and 1 million
tonnes of Monnet makes us a 27
million tonne company,” said Rao.

However, after all the current and
new expansion the company will
be at around 37 mtpa in the next
three years, Rao said.

margins: Joint MD Rao

The company’s debt as of March
2021 is around 52,615 crore, as
against 253,473 crore in the same
period last year. Raosaid thatasthe
capacities go up, the increased
cash generation will help in paring
down thedebt. The company’s debt
to equity has improved from 1.48
timesin FY20to1.14timesin FY 21.

“There is 800 crore of reduction. It
has happened after investing 215,000
crore in Asian Colours, 5,200 crore
in Bhushan and 28,233 crore of suste-
nance and other CAPEX...The cash
generationout of 18 million tonne ca-
pacity and out of 27 million tonne ca-
pacity will be different,” he said.

JSW Steel had been guiding a Debt
to Ebitda of 3.75 times but has
changed the target to 2.75 times for
FY 22, Raosaid “our focusistodelev-
erage, but at the same time growth
should not be compromised”.

Steel prices have hit record-high
levels in the last year, with top steel-
makersannouncingatleast 7-9price
hikes in the last 6 months. Indian
HRC prices is around 57,000 to
258,000 per tonne currently.
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Analysts expect aluminum market to enter a multi-year deficit period; D |

Hindalco likely to see 30% EBIDTA expansion and 70% net profit surge

Hot Metals, Strong Earnings
to Sustain Hindalco Stock

Earnings Review

Jwalit.Vyas@timesgroup.com

Mumbai: Four out of five ele-
ments populating the periodic tab-
lewould qualify asmetals. Without
them, you wouldn’t have the shi-
ning infra to underpin economies
that run into trillions of dollars in
aggregate. Yet, they collectively
have only a tiny combined weigh-
ting on the major stock indices.
But metals are

now shining aga- e
in — riding an Higher
unprecedented earnings will
super-cycle. That help the
has added sheen company
to aluminium deleverage
major Hindalco, faster and
which  should -~ maintainits
continue to build dividend
more wealth for payouts
investors. Glo-

bally, prices of the metal are sho-
wing no signs of heading south.
That should be a sufficient invita-
tion for those currently on the si-
delines.

At present, the London Metal Ex-
change (LME) aluminum prices
are about a fifth higher than Hin-

Enter the '
Hindalco Financials (in Rs cr)

Q4 QOU
Revenues | 71 16%
EBIDTA 5,845 6%
Net Profit | 945| 3%

dalco’s aluminium realization for
the March quarter; leaving room
for further upside.

In the March quarter, Hindalco’s
consolidated EBIDTA of Rs 5,845
crore was 6% higher sequentially,
and 40% on year. Growth was ma-
inly driven by the Indian opera-
tions of aluminum and copper,
which benefits from rising com-
modity prices. That’s unlike No-
velis, the aluminum convertor bu-
siness that has limited benefits
from a super-cycle.

Novelis contributed only 63% to
EBIDTA as compared to 67% in
the preceding quarter. For the
whole year, EBIDTA stood at Rs
18,896 core, 22% higher. Net reve-
nues and net profit for the whole
year stood at Rs 131,985 crore, 12%
higher year on year, and Rs 5,180
crore, 40% higher.

For FY22, analysts expect even
higher growth —30% EBIDTA ex-

| 38x | 131,985

2%
40x | 18896 22%
191% | 5182| 38

pansion and 70% net profit surge.

“We forecast the aluminum mar-
ket to enter a multi-year deficit pe-
riod from CY2022E. Declining in-
ventory led by deficit market and
lean supply pipeline would keep
prices elevated,” said Sumangal
Nivetia, senior analyst with Ko-
tak securities.

Higher earnings will help the
company deleverage faster and
maintain its dividend payouts. Its
net debt at the end of FY21 was Rs
51,290 crore and net debt to EBID-
TA was 2.9 times, which is expec-
ted to come down to less than 2 ti-
mes by the end of FY22.

Against this backdrop, the stock
is likely to see sustained interest.
At the current price of Rs 389, the
stock is trading at 5.6 times F'Y22
estimated EV by EBIDTA. Ana-
lysts are assigning multiples of
6.5 to 7 times, implying potential
upside of even25%.
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