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Gold Heads for Worst Month Since 2016 on Dollar, Fed

Upward pressure on real rates due to asset purchase taper and strong dollar brings downside risks for gold: Morgan Stanley

Bloomberg

Gold headed for the biggest month-
ly drop in more than four years on
the back of gains in the dollar follo-
wing the Federal Reserve's haw-
kishshift.

The metal is trading near the lo-
west since April after the Fed pul-
ledforward its: forecastsfor interest
rate hikes.

A stronger dollar has added much
of the pressure, with the currency
on course for its best month since
March 2020, and investors have
trimmed holdinas in bullion-back-
ed exchange-traded funds.

Traders will focus on economic
data and comments from Fed offi-
cials for more clues on the timing
of stimulus tapering.

Richmond Fed President Tho-

mas Barkinsaid Tuesday he wants
to see much more US labour mar-
ket progress before taking action,

while  Governor

o= Christopher Wal-
Investors ler said economic
have performance war-
trimmed rants thinking
holdings in about pulling back
goldETFsand onsome stimulus.
hedge funds “Looming asset
havecutnet ~ purchase tapering
longsongold  putting  upward
futurestoa pressureonrealra-
7-weeklow tes and the US dol-
lar brings downsi-

deriskforgold” through the second

half of the year, Morgan Stanley
wrote inanote.

The bank now forecasts gold to
drop just below $1,700 an ounce in
the nextsix months, whilealsoflag-
ging the possibility of a sharp

downturn through 2022.

Spot gold lost 0.3% to $1,756.25 an
ounce by 1:35 p.m. in London, and is
down 7.9% this month, the most
since November 2016. Palladiumro-
se on Wednesday, while platinum
dropped and silver waslittle chang-

ed. The Bloomberg Dollar Spot In- -
“dexisup2.1% in June.

Investors are also weighing the
fallout from the more contagious
Delta variant of Covid-19, and bro- -
ader economic data. Euro-area
economic confidence has climbed

to the highest level in more than
two decades, and US consumers
are more upbeat than at any point
since the pandemic began.

US nonfarm payroll figures due
Friday will be a key data point ey-
ed by traders.

“Precious metal markets simply
can't find a gear with the stronger
dollar and strong economic data
weighing on the market,” said Ole
Hansen, head of commodity stra-
tegy at Saxo Bank A/S. “Gold once
again hasits back against the wall.
However judging from previous
Jows, that is what gold needs in or-

der to stabilize, reverse and eventu-
ally squeeze the shorts back out of
the market.”

There are other signs that inves-
tor interest has waned, with hedge
funds cutting net-long positions on
gold futures toa seven-week low.

]
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(0 SETS ASIDE 25,115 CR FOR CAPITAL EXPENDITURE

JSW Embarking
on Next Phase of
Growth: Jindal

Our Bureau

Mumbai: JSW Steel’sacquisition
of iron ore mines through auc-
tions has proved to be a game-
changer; and the company will see
its steelmaking capacity expand
toaround 37.5 MTPA by F'Y 2024-25
from 18 MTPA currently, group
chairman, Sajjan Jindal, said in
the company's annual report on
Wednesday.

“Commencingproductionatour
iron ore mines in Odisha enabled
asteady stream of quality ore, en-
suring production continuity and
allowing us to sweat our assets,”
Jindal said in the annual report
addressing the shareholders.

In the past three years, JSW Ste-
el has deployed over 248,000 crore
capex to increase the production
capacity by 50% without increa-
singdebt, he added.

“We are now embarking on the
next phase of growth with the
newly approved capex plan of
%25,115 crore. This capital will al-
low us to augment our crude steel
capacity at Vijayanagar by 7.5
MTPA, enhance and digitise our
mining capabilities and infrast-
ructure in Odisha and help us set
up a state-of-the-art colour-coated
facility in Jammu & Kashmir,”
Jindal said.

Together, these initiatives will
see the combined capacity of JSSW
Steel expand to 37.5 MTPA by FY
2024-25.

The company acquired Bhus-
han Power & Steel, Vallabh Tin-
plate, PCMD Division of Welspun
Corp. and Asian Colour Coated
this year. “These acquisitions en-
hance our capacity and streng-
then our downstream capabiliti-
esand product mix,” Jindal said.

JSW Steel has set the overseas
operations on a turnaround path
and expect improved performan-
cefrom them in FY 2021-22.

“Better average realisations,
costoptimisationandefficiencies

"\ Global supply
chains are witnes-
sing realignment, with
aChina+1sourcing
approach, as buyers
balance cost and stabi-
lity, benefiting India

SAJJAN JINDAL
Chairman, JSW Group

topline by 9%, and saw our opera-
ting EBITDA increase to 20,141
crores(a70% risefrom lastyear’s
figure of 11,873 crores), despite
higher iron ore and energy pri-
ces,” hesaid.

Jindal expects increased in-
frastructure spending, rising de-
mand from automotive and
construction, together with a re-
vival of private capex and consu-
mer demand will continue to dri-
ve steel consumption in the co-
mingdays.

“Global supply chains are wit-
nessing realignment, with a Chi-
na+1 sourcing approach, as buy-
ers balance cost and stability, be-
nefiting India,” he said.

Jindal said the scale, quality
and speed at which India is buil-
ding infrastructure-metros, air-
ports, freight corridors, high-
speed trains, and road networks -
will further enhance productivi-
ty and accelerate growth.
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Steel prices may cool off by 3,000/t

Weak demand
amid monsoon
season to pull
down prices

SURESH P IYENGAR

Mumbai, June 30

After a consistent rally in the
last few months, steel prices
have come under pressure
and are expected to be cut by
%2,000-3,000 a tonne next
month to ¥63,000 a tonne on
the back of weak demand
amidst the monsoon season
across the country.

While long product prices
are expected to come under
pressure due to slowing con-
struction activity, flat product
prices are facing the heat due
to weak demand from the
consumption sectors such as
automobile, white goods and
others.

Moreover, steel prices at the
company level have been

higher by 5,000 a tonne
than that of the dealers due to
consistent price increase and
robust demand. Supply in the
market was tight due to
higher exports.

In June, the demand has
slowed down considerably
and inventory at the dealers’
end has increased and this
may either force steel com-
panies to cut prices or offer a

The second Covid wave has impacted demand from auto and
consumer durable sectors ReuTErs

discount if they decide to
hold prices at the current
level, said a Mumbai-based
dealer.

Long product prices usually
come under pressure before
the monsoon season, he
added.

Outputup
Crude steel production in-
creased 46 per cent last

month to 9.2 million tonnes
after a dip in April due to the
onset of the second Covid
wave. The domestic steel out-
put has been driven by in-
creased exports and higher
capacity utilisation levels
than last year.

Steel demand was up two
times at 8.63 million tonne in
May, on lower base. On
month-on-month, it in-
creased 27 per cent on the
back of recovery in demand
despite the onset of the
second Covid wave. Consump-
tion has not fallen to the
levels seen last year when
there was a complete shut-
down of activities.

However, the second wave
has impacted auto and con-
sumer durable demand and
partially delayed construc-
tion and infrastructure activ-
ities. Further, the monsoon
could dampen construction
and infrastructure demand in
the coming months.

‘N

“Tata Steel to cut debt further this fiscal

OUR BUREAU
Mumbai, jJune 30
Tata Steel expects the current
financial year to be much
promising than the previous
year despite the challenges
posed by Covid- related
disruptions.

Addressing shareholders at
the company's annual meet-
ingg, N Chandrasekaran,
Chairman, Tata Steel, said the
past 18 months have been
challenging in many ways
and the company has seen
unprecedented times due to
the pandemic.

However, it has done well

to strengthen the financial
position and reduced the net
debt by ¥29,390 crore, aided
by the strong market
conditions.

Consolidated net debt at
year-end was at X75,389 crore,
down 28 per cent compared
to the previous year.

As the company ends the
first quarter of this fiscal, it is
on course to further reduce
its net debt position to have a
strong balance sheet in the
current financial year.

The company has rational-
ised around 100 legal entities
in the last 24 months. In addi-

BUSINESS LINE DATE/{2021 P.N.6

N Chandrasekaran

tion to the simplification ex-
ercise, the company has also
been investing in the areas of
digital analytics and techno-

.logy to make the business

structurally more competit-
ive and agile.

“I believe Tata Steel is at a
very important inflection
point in its history and has
the opportunity to create sub-
stantial long-term value for
its stakeholders. In the next
decade, the company has the
vision to build significant
scale and consolidate its posi-
tion as one of the most com-
petitive and valuable steel
companies globally. With a
stronger balance sheet, an
agile and responsive team,
disciplined operating culture
and a strong market environ-
ment for steel worldwide,” he
said.
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Copper mining output [ikely to rise by 7.87]

New projects, last year’s low base effect

ample mine reserves, lower

“’y(/ SOLITAIRE PRICE INDEX costs, and a favourable regulat-

will buoy production: Fitch Solutions

per cent this year due to a slew of
néw projects coming online and
low base effects due to Covid
pandemic lockdowns resulting
in lower output last year, accord-
ing to Fitch Solutions Country
Risk and Industry Research
(FSCRIR).

In a commentary on “Global
Copper Mining Outlook”, FSCRIR
said the new projects that go on
stream this year would keep pro-
duction strong the next few
years, supported by rising cop-
per prices and demand.

21%rise in prices

Copper prices have gained over
21 per cent this year, though they
are off from the record highs

R\

metal’s cash price being $9,385.
On May 6, copper three-month
contracts surged to a record
$10,724.5 a tonne before paring
gains on slowing profit growth
in Chinese industrial firms. Cost-
lier raw materials have squeezed
profits for these companies.
FSCRIR said that Australia and
Canada would see most new pro-
jects being launched, followed
by the US, Peru and Chile. Inaddi-
tion, Chile will see most of the ex-
pansion in the copper projects.

Peru factor
Regarding the rise in produc-
tion, Peru’s mine output is fore-

- cast to increase by 20 per cent

this year due to the new projects

SUBRAMANI RA MANCOMBU seen in May. On the London 2 Juty, 2021 * tinue to play “an increasingly im-
Chennai, july 1 Metal Exchange, copper's three- 4 5 2 1 portant role” in the Peru copper
Global copper mining produc-  month contract ended at $9,405 y sector. Chinese firms will ma}(e
tion is forecast to increase by 7.8 a tonne on Wednesday, with the up 17.2 per cent of the total in-

3.28%1
Over last
- Month

Nationwide Standard & Transparent Pricing since 2006.
Released on the 1st of every month.

*This is an average of Divine Solitaires Price List

and last year’s low base effect.
Last year, its production declined
12.5 per cent compared with the
2.5 million tonnes (mt) outputin
2019.

Chineserole

The Fitch Solutions research
Body said that multinational
miners will continue investing
in Peru, which has 10 per cent of
the known reserves, due to

ory environment. China will con-

vestment in that country over
the next decade. However, cop-
per mines ran the risk of “elev-
ated levels of unrest” resulting
from the political risk that might
have an indirect impact on min-
ing, it said.

One of the features of the rise
inmining production is that Chi-
na's output would be lowerat13
per cent per year during the dec-
ade to 2030 compared with 6.9
per cent in the last decade.

This will be due to the closure
of low-grade copper mines in the
Communist nation and delay in
planned capacity expansions,
FSCRIR said, adding that new
projects would continue to come
online.

V4
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G CHANDRASHEKHAR

Punters’ eternal favourite gold
is currently under pressure
afterrallying from $1,700 a troy
ounce to $1,900/oz in April and
May on the back of weak US
dollar and spurt in physical de-
mand mainly in India and
China. It has now dropped to

COMMENTARY

around $1,750 a troy ounce, the
lowest level since mid-April,
having suffered the biggest
monthly loss since November
2016. This is evident from the
fact that in early June, the pre-
cious metal reached $1915/oz.
However, after the recent US
Federal Reserve meeting, the
metal has started to lose sheen
with the dollar appreciating

rising.

The bourses reflect the

and long-dated US real yields.

mood of investors as speculat-
ive capital moves out. In-
vestors seem to be turning less
optimistic about the gold mar-
ket outlook. No wonder, on the
Comex, the non-commercial
(speculative) net-long posi-
tions have declined to a two-
year low as per latest data.

Demand subdued
The physical market is not
supportive. The world’s
second largest gold
importer, India saw
imports plummet
to a mere 11 tonnes
in May, after large
importsinMarchand %
April. Increased price in
the international market
has discouraged larger im-
ports. If anything, domestic
gold price in the country is
trading at a discount to inter-
national prices.

With the start of South-West

Goldloses sheen as US dollar gains

monsoon, demand for phys-
ical gold will remain subdued
seasonally in India as the rural
population engages in agricul-

~ture related activities. The

second wave of Covid infec-

‘tions and its impact on eco-

nomic activities is also likely to
dampen demand in the
months ahead.

China’s story is no different

with imports in May
lower than in previ-
ous months. Gold
fh import into the
i Asian major is
under a system
of quotas issued
by the Chinese
central bank and it
is estimated that 155
tonnes quota was granted for
April and May.

A silver lining for the gold
market is that outflows from
ETFs have not accelerated. It is,
of course, unclear if ETF in-

vestors are still convinced
about the prospect of gold
prices in the months ahead.
Usually, activity in ETF takes a
cue from gold prices with a
time lag of a few weeks.

On current reckoning, gold
is most likely to be under con-
siderable pressure with rather
limited upside potential but
greater downside risk. The ma-
jority opinion in the Fed ap-
pears to be shifting towards
the first of the rate hikes as
early as next year. If inflation
persists, the probability of rate
hike will rise too. Other pre-
cious metals — silver ($25.5/0z)
and platinum ($1,050/0z)—too
have come under pressure,
while palladium has managed
to hold on to its level.

The author is a policy
commentator and
commodity market specialist.
Views are personal
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Tata Steel eyes 25% sales from

SURESH P IYENGAR

Mumbai, July 1

Tata Steel is targeting 25 per
cent of its sales under the
Tiscon brand to come from
the company's online store
over the next one year.

“Tata Tiscon is X8,000-crore
brand. Already 12-13 per cent of
sales are happening online.
We have moved from X100
crore to 1,200 crore very
quickly. I think about 20-25
per cent of our sales can come
from online within one year,”
Peeyush Gupta - Vice-Presid-
ent, Steel (Marketing & Sales),
Tata Steel, told BusinessLine.

Tata Steel had launched its
online platform for B2C seg-
ment, Ashiyana, in 2018
primarily targeted at indi-
vidual home builders. The
move enabled the company to
not only reduce delivery time
butalso the average ticket size
of purchase by consumers.

Peey!

L0
o %,
“Earlier buying ste’e%

take 4-6 weeks. We have
changed that by our promise
to deliver within 72 hours of
order placement,” Gupta said.

To do this Tata Steel had to
ramp up its dealer network.
“Our total dealership stands
at 5,000 of which 1,500 are big
ones through which 80 per
cent of our sales happen. They
have full stock-keeping units,
product portfolio. This was
just700 about 2-4 years back,”
Gupta said. The dealers keep
track of online orders

digital platform

through another platform
called Sampoorna. Gupta said
the shift to online has helped
the company retain custom-
ers through the cycle of con-
structing a house. “Earlier, a
customer would buy the ini-
tial steel required from us and
we were not able to retain cus-
ers. Now with this plat-
ofm, we are able to attract
consumers to keep buying
from us and also have things
like pipes, doors, and win-
dows that are required for the
later part of the house con-
struction,” Gupta said.

Cross-selling products

In addition to the steel
products, the Ashiyana plat-
form also cross-sells other
Tata products including
Voltas, Croma, Tata Sky, Tata
Capital for products like air
conditioners, insurance, and
loans.
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“Jindal Steel Andhra to invest ¥7,500 cr for steel plant in AP. |

NMDC sees strong
first quarterin FY22

OURBUREAU
Hyderabad, july 1
NMDC has notched up strong
production numbers for the
first quarter ended June 2021.
The cumulative iron ore pro-
duction in the first quarter
stood at 8.89 million tonnes
(mt) and sales at 9.57 mt, achiev-
ing 34 per cent increase in pro-
duction and 49 per cent in sales
over the same period of last
fiscal

The country's largest iron ore
producer, has surpassed its pre-
vious best for any Q1 since
inception.

Also, for June, with iron ore
production of 2.98 mt and sale

of 3.18 mt, this has been the best
June ever for the State-owned

| SIPB nod for projects

| of St Gobain,
Greentech among

| others

iron ore mining company |

NMDC.

The month of June saw Kir-
andul complex deliver its best
performance to date of 1036
lakh tonnes was produced and
1136 It sold from this complex in
Chhattisgarh.

“The first quarter sets the tone
for what we expect to be one of
our best years. This momentum
could see us surpass our produc-
tion and sales target for FY 2022.
That such a strong performance
is being achieved in such testing
times is particularly gratifying,”
Sumit Deb, CMD NMDC, said.

OUR BUREAU
Hyderabad, july 1
The State Investment Promo-
tion Board (SIPB) of Andhra
Pradesh has recently ap-
proved several investment
proposals including a
7,500 crore steel plant pro-
posal by Jindal Steel Andhra
Limited.

The SIPB meet, chaired by
Chief Minister YS Jagan Mo-
han Reddy, earlier this week
also directed the authorities

to ensure 75 per cent em- [~
ployment to the local can-

didates in the projects being
set up in the State. The SIPB
approved allotment of 860
acres to Jindal Steel Andhra
Limited at Thamminapat-
nam in Nellore District to set
up an integrated steel plant
with an annual production
capacity of 2.25 million met-
ric tonnes at a total invest-
ment of 7,500 crore, with
potential of job creation for
2,500 people in four years.
The board also approved
extension of the deadline to
June, 2022 for setting up of
St. Gobain project in Vi-
sakhapatnam district, fol-
lowing a request by the com-
pany for an extension due to

Covid conditions. It had pro-
posed a total investment of
%2,001 crore in three phases.
Pitti Rail Engineering
Components Ltd was also ac-
corded approval for its pro-
ject at Kopparthi near
Kadapa for manufacturing
of electrical, locomotive, and
industrial infrastructure at
an investment of ¥401 crore
and providing direct em-
ployment for 2,000 people.
Other approvals included
Neelkamal Ltd project at
Kopparthi planned with an
investment of 486 crore for
a manufacturing facility for
furniture and other house-
hold items and the expan-

sion project of Greentech In-
dustries in Naidupet area of
Nellore district, which sup-
plies steel and iron products
to companies such as Ford,
Hyundai, Volkswagen and
others. GreenTech, which has
already invested ¥750 crore,
plans to invest ¥627 crore.
The SIPB also approved a
project of Ammayapper Tex-
tiles in Chittoor District and
the construction of a mega
retail park for Textiles and
Garments in five acres at
Tadepalli, Guntur District by
investing ¥194.16 crore. The
retail park will be designed
to house around 900 retail
units.
/

}
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Imports fell
13.5%to 215 mt

OUR BUREAU

New Delhi, july 2

India’s coal production de-
clined by 2.03 per cent in the
financial year 2020-21 to 716
million tonnes as compared
to the production level of
730.87 million tonnes seen in
the previous year, according
to provisional coal statistics
from the Ministry of Coal.

The latest output is also
lower than the level seen in
2018-19, when the annual pro-
duction stood at 729 million
tonnes.

In 2020-21, coal production
stayed under 50 million
tonnes during each of the
first six months and resumed
growth from October, reach-
ing 96 million tonnes in
March.

Coal India’s production de-
clined by 1 per cent to 596
million tonnes during the
fiscal year 2020-21. The pub-
lic-sector miner accounted
for 83 per cent of India’s total
production.

On the other hand, the pro-
| duction from captive coal

e

Coal production dips 2 per cent’
to 716 million tonnes in FY21

Coal output remained under 50 million tonnes during each of the

first six months

blocks in the country grew 8
per cent to 66 million
tonnes.

Production of thermal coal
in the country stood at 671
million tonnes, while that of
coking coal was 45 million
tonnes. At 37 million tonnes,
the annual production of lig-
nite in 2020-21 has been the
lowest in the past 10 fiscal
years.

As the highest thermal
coal-producing State, Chhat-
tisgarh produced 158 million
tonnes, accounting for 24 per
cent of the overall thermal
coal production, followed by
Odisha and Madhya Pradesh.

Jharkhand, which ac-
counts for. nearly all of In-
dia’s coking coal production,

produced 44 million tonnes
of coking coal.

Imports also subdued

Coal imports to India de-
clined by 13.5 per cent to 215
million tonnes. The import
of thermal coal during 2020-
21 declined by 17 per cent to
164 million tonnes, worth
%70,602 crore. The import of
coking coal declined by 1 per
cent to 51 million tonnes,
worth 45,436 crore.

The lion’s share was expor-
ted by Indonesia, which sup-
plied 96 million tonnes of
coal to India during the fiscal
year. Australia exported 55
million tonnes to India, and
was also the largest supplier
of coking coal.
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All that glitters is not gold

Silver sees positive undertone and fresh longs can be initiated if the support at ¥70,000 sustains

BL Research Bureau

Continuing the recent trend, net pur-
chases of gold by central banks was
seen in May. It stood at 56.7 tonnes ac-
cording to the data released by the
World Gold Council (WGC). This is 11
per cent lower month on month buta
significant 43 per cent higher com-
pared to the monthly average for 2021.
The buying has been stable this year
contrasting with inconsistent transac-
tions in 2020. Central banks buy gold
irrespective of the price as it plays a
key part in their reserve management.
While the buying has been steady, it
should be noted that the buying tends
to be by a few central banks, this time
around the driver being the Bank of
Thailand.

Another data set from the WGC
shows that the costs of the gold min-
ing industry increased in the second
consecutive quarter this calendar year
with the global average All-in Sustain-
ing Cost (AISC) going up by 5 per cent
to $1,048 per ounce, the highest since
second quarter of 2013. While a part of
this can be attributed to seasonal
factors, other factors such as the cost
related to Covid - PPE kits, carrying out
testing and quarantine procedures
and rising labour costs added to the
overall cost. The costs are expected to
remain at elevated levels for the rest of
the year and this can put upward pres-
sure on the gold price.

On the price front, both gold and sil-
ver ended the week flat as they closed
at $1,787.3 and $26.44 (per ounce), re-
spectively on Friday. But since rupee
depreciated against the greenback,
bullion performed better in the do-

mestic market. Gold futures (August
expiry) on the Multi Commodity Ex-
change (MCX) closed the week with a
marginal gain of 0.8 per cent as it
ended at ¥47,285 (per 10 grams) and
silver futures (September expiry) pos-
ted a gain of 1.8 per cent by closing at
%70,188 (per Kg) on Friday.

MCX-Gold (¥47,285)

Gold futures (August series), trading
in the range between ¥46,650 and
%47,325, breached the lower boundary
last week and hit a fresh low of
%46,330. Had the contract sustained at
those levels, the bears could have
made an onslaught on the bulls. How-
ever, the bulls were quick enough to
respond and pushed the contract
back above the support of 46,650 in
the very next session. The rally contin-
ued in the ensuing sessions and con-
sequently, the contract made an in-
traweek high of 47,515 before closing

il
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lower at ¥47,285. Thus, there is no
clear breakout of the resistance of
347,325.

Nevertheless, indicators like the rel-
ative strength index (RSI) and the
moving average convergence diver-
gence (MACD), though lying in the
negative zone, are showing signs of
the uptrend picking up momentum.
While the RSI is showing a fresh up-
tick, the MACD is turning its trajectory
upwards. The number of outstanding
open interest (OI) of all active futures
contract increased to 14,806 contracts
on Friday as against 14,384 contracts, a
week before - a price increase accom-
panied by increase in Ol is a bullish
signal.

Since the contract is yet to decis-
ively close above the resistance of
47325, traders can wait for the same
before initiating fresh long positions.
Once the breakout occurs, the price is
likely to rise to ¥48,140 - its 50-day

moving average - next week, a break-
out of which can take the contract to
the critical resistance at ¥48,600
where 200-DMA coincide. Butin case if
the futures sustains below 47,325
next week, it can retest the low of
346,330.

MCX-Silver (¥70,188)

“Similar to gold futures, silver futures

(September expiry) declined in the
first half of the week and then re-
covered swiftly. But unlike gold, it did
not make a fresh low but bounced off
the prior low of 67,700, which is act-
ing as a good support. The silver fu-
tures registered a higher high of
%70,360 before wrapping the week at
%70,188 i.e., above the important level
of %70,000. However, it has only
closed marginally above ¥70,000 and
so, to call it a decisive breakout, the fu-
tures should sustain above that level.

Though the RSI and the MACD are
showing fresh positive signs, there is
notable decline in activity in the con-
tract even as it saw movement on
either direction last week. The num-
ber of outstanding OI of all active fu-
tures contracts witnessed a consider-
able drop to 9,689 contracts from
14,002 contracts, a week before.

Considering the above factors,
traders can stay away from initiating
fresh trades even though there are cer-
tain bullish indications. Start fresh
longs only if the contract sustains
above an important hurdle at
%70,000. The immediate resistance
from the current level is at 71,600 -
its 50-DMA. Above that level it can rally
towards ¥72,500. If the contract falls
back below the resistance at 70,000,
it can be expected to retest 67,700.
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Production up 55%
in the june quarter

OURBUREAU
Mumbai, july 4

Tata Steel has reported that its
sales in the June quarter in-

Similarly, sales were down 11

Sales to automotive and spe-

Tata Steel sales, output
surge on low-base effect

cial products’ were up three
times in the June quarter over
the same period lastyearasauto
produgction was impacted then.
Siles of branded products and
to the retail segment more than
doubled.

Tata Steel continues to focus

domestic demand, exports in-

of lockdowns, said the company.
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[Gold Regains Shine as Central Banks Line Up Buying Pl
Global trade recovery bolstering current accounts, giving emerging market central banks a diversification opportunity
bloonbes the precious metal to 50 tons from Y
36.3 tons.
Bullion has come under pressure o" Rlses as
Central banks may be regaining this year as higher bond yields ma- OPEC+ Seeks to
their appetite for buying gold after de the non-interest bearing haven
stayingon the sidelines for the past seemlessattractiveto investors. Af- Bl'eal( lmpasse
year. ter recovering in April and May,
ugxelx&t;;al ba;)xél;s ﬁ"gglm Serbia t{)d ’I}‘lha;- goldfell by the most in more than fo- LONDON: Oil prices rose on Mon-
i ave been a g to gold hol- ur years last month as the Federal , driven hi isagree-
dings and Ghana recently announ-  Reserve turned more hawkish and mmo;ﬁ?ﬁ output
ced plansfor purchases, asthespec- thedollar strengthened. licythat led hird day of talks
ter of accelerating inflation looms  Therecovery inglobal trade is bol- POTCYE toatnirdday oita
and a recovery in global trade pro- stering the current accounts of totrvm_brgakan impasse among
vides the firepower to make pur- emerging market nations, giving trade at $1,792.16 an ounce by 1:35 cant advance on the 326.3 tons producers inthe group.
chases. A rebound in buying — their central banks the option of p.m, London time. It's now trading purchased last year, according to Brentwasup 18 cents, or 0.2%, at
which had dropped to the lowestin buying more gold. Higher crude near its 100-day moving average, a World Gold Councildata. $76.35abarrel by 1228 GMT,
a decade — would bolster the pro- prices are also boosting bullion keytechnicallevel. About one in five central banks tradingaround 2-1/2 year highs. US
spects for gold prices as someother  purchases by oil exporters, inclu- In a bullish scenario, as the glo- intend to increase their gold reser- oil gained 22 cents, or 0.3%to
sourcesof demand falter. ding Kazakhstan, according to Ja- bal economy rebounds, central vesoverthenext year, accordingto 8a Ha%
“Longterm, gold is themostsigni- mes Steel, chief precious metals bank buying could reach about a survey by the WGC published $75.38abarrel.
ficant guardian and guarantor of analyst at HSBC Holdings Plc. 1,000tons, AakashDoshiandother lastmonth. The OPEC+ resumes talkson
protectionagainstinflationaryand That's likely to continue, he said. Citigroup Inc. analysts wroteina  Central banks are one compo- Monday after failing toreachadeal
other forms of financial risks,” sa-  “If acentralbankis lookingatdiver- report. The bank's forecast is for nent of physical buying that's hel- last week amid a standoff between
idthe National Bank of Serbia. Ser- sifying, gold is a marvelous way of ~purchases to climb to 500 tons in ping to counter hefty investor out- Saudi Arabia and the United Arab
bian President Aleksandar Vucic moving out of the dollar without se- 2021 and 540 tons next year. That's flowsfrom exchange-traded funds, Emirates. - Reuters
recently announced the central lectinganothercurrency”headded. below the twin peaks above 600 said Standard Chartered Plc's pre-
bank intends to boost holdings of  The precious metal rose 0.3% to tons in 2018 and 2019, but a signifi- ciousmetals analyst Suki Cooper. 3
1l
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Buy MCX nickel futures

AKHILNALLAMUTHU
BLResearch Bureau
The continuous contract of
nickel on the Multi Commodity
Exchange (MCX) rallied in the
first couple of months this year.
But, after hittinga high of%1,446
in February final week, the con-
tractmadea u-turnand beganto
move southwards. The fall was
quick and it dropped to 1,140
levels within a couple of weeks.
Since then, the band of 1,140
and 1,150 acted as a solid base.
The contract then gathered
strength. The price began going
up in March last week from
about 1,150 and since then, it
has gradually headed north.
The rally ran into a resistance
at 1,360 and since early May, it
has been struggling to go bey-
ond this level. But an up-move

that began two week ago has
given the contract a good mo-
mentum and it has broken out
0f%1,360 last month-end.

Although there was no signi-
ficant follow through rally, the
contract is able to sustain above
the resistance-turned-support
of %1,360. Indicators like the rel-
ative strength index (RSI) and
the moving average conver-
gence divergence (MACD) re-
main in their respective bullish
territories and the average direc-
tional index (ADX) shows that
the bulls are strong.. Moreover,
the open interest of the futures
contract has been steadilyrising
with the price, a bullish signal.
Hence, traders can be positive
and buy nickel futures with
stop-loss at ¥1,330 for a target of
31,450.
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Lithium may rule firm in the short-term

India will take years to start mining of the
minor metal, say Fitch Solutions analysts
b

SUBRAMANI RA MANCOMBU
Chennai,july5 |
Prices of lithium, a metal that is
key in the electric vehicles (EV)
sector especially for the batter-
ies, are likely to rule high in the
short-term. But they will not
result in any large spike to rise
to the highs witnessed in 2016
and 2017, a Webinar on “Global
Lithium Outlook” was told.
Though the outlook for lith-
ium prices is favourable, the
metal’s use in EV batteries fea-
turing  various
chemistries will help insulate
lithium demand from techno-
logical advances. It will coin-
cide with changing preferences
for cathode chemistries, said
experts at the outlook “Key
themes for fast-growing, fast-
evolving sector”, held by Fitch
Solutions Country Risk and In-
dustry Research (ESCRIR).

Surgein prices
Key analysts of FSCRIR handled

cathode

various queries at the Webinar
on the outlook for lithium that
has witnessed a 91 per cent
price surge since the start of
this year to 89,000 Chinese
yuan (%1025 lakh)a tonne.

FSCRIR analysts told the We-
binar thatit is unlikely that per-
ceptions of over-development
currently could lead to lithium
oversupply in the near-term, as
mine development takes sev-
eral years from conception to
operationality.

India’s potential
Moreover, growth in lithium
consumption is expected to
outpace current supply devel-
opments. This is supported by
strong government support in
major economies to promote
EVs and large-scale energy stor-
age systems that will more than
keep up with supply, the ana-
lysts said.

FSCRIR analysts feel that
though India announced the

Lithium has witnessed a 91% surge in prices since the start of this
year to 89,000 Chinese yuan (310.25 lakh) a tonne

discovery of lithium reserves in
Karnataka’s Mandya district
this year, actual mining, if at all
takes place, will take years.

Exploratory work has also
been done on extracting lith-
ium from brine pools in Ra-
jasthan and Gujarat besides the
mica belts of Odisha and
Chhattisgarh.

The total reserve at Mandya
was only 1,600 tonnes and this
indicated that India would con-
tinue importing lithium in the
long-term. They also pointed

out the agreement signed by
the newly-formed public sector
firm Khanij Bidesh India Ltd,
with an Argentinian firm to
jointly prospect lithium in the
Latin American nation with 17
million tonnes of lithium
reserves. ;

Khanij Bidesh was set up in
2019 as ajoint venture between
National Aluminium Company
Ltd (Nalco), Hindustan Copper
Ltd (HCL) and Mineral Explora-
tion Company Ltd (MECL)to en-
sure a consistent supply of crit-

ical and strategic minerals to
" the domestic market.

Hydrogen celltech
Demand for lithium hydroxide
will exceed that of lithium car-
bonate in future as it is the key
lithium chemical utilised in
preferred battery cathodes.
While hydrogen cell techno-
logy is picking up, it would re-
quire another 10 years to flour-
ish. Also, it would take a longer
time for hydrogen fuel cell
vehicles (FCVs) to pick up com-
pared to EVs, the analysts said.
Hydrogen FCVs will not pose
a significant threat to lithium
demand over the next decade
due to lack of supporting re-
fuelling networks. The Fitch
analysts, however, saw limited
scope for alternative technolo-
gies to gain market share, at
least until 2030. Though lith-
ium prices will trend higher
over the next five years, prices
of batteries will decline in com-
ing years due to increased eco-
nomies of scale in the battery
manufacturing segment, rising
manufacturing efficiency.
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Government selling up to 7.5% stake
mining major; to invite bids exclusively
from retail investors today

Analysts Positive on
NMDC’s Offer for Sale,
Stock Can lee 15-20%

: 3 ; ?\ % I‘>>~ 15
Rajesh.Mascarenhas Fo N Sl e
@timesgroup.com NMDC
240 —
Mumbai: Retail investors could Share Price
consider puttingmoney in the Of- on BSE (?)
fer for Sale (OFS) of public sector 180 ——

mining major NMDC on Wednes-
- day. Analysts said there is scope
for the=stock to return 15-20% in
the near-term as the sector’s pro-
spectsremain robust.

The government is selling up to
7.5% stake in NMDC. The issue,
which opened on Tuesday, will in-
vite bids exclusively from retail
investorson July 7. .

On Tuesday, the non-retail por-
tion was subscribed 2.13 times
with an indicative price of ¥166.46
as against the floor price of %165
per share, a discount of 5.88% to
Monday'’s closing price.

“NMDC’s OFS price is a good
entry point for investors conside-
ring its strong business funda-
mentals intermsof ironore price
and demand,” said Abhijeet Bo-
ra,analyst, Sharekhan. “Also, the
government's stake sale would in-
crease the free float for NMDC
and that bodes well for a potential
increase of NMDC’s weightage in
MSCIIndex going forward.”

NMDC shares declined 3.3% to
%169.45on Tuesday. The stock is cur-
rently tradingata Price to Book (P/
B) Value — a valuation measure —
of 1.72 times, which, according to
analysts, is not expensive.

The government currently
ownsa 68.29 % stake in the compa-
ny. Its stake will come down to
60.8% if investors subscribe to
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theentire issue. -

“On the back of volume growth,
coupled with healthy pricing en-
vironment, we have a positive vi-
ew on NMDC and value the stock
at a target price of 2210,” said De-
wang Sanghavi, analyst, ICICI Se-
curities.

The stock has declined 12% in
the past month and 21% from the
52-week highs of %213.15 hit on
May12. :

For the quarter ended March
2021, NMDC reported a 30% year-
on-year and 28% quarter-on-qu-
arter increase in production vo-
lume.

“At current market price, the
stock istradingat4 times the core
ironoreminingbusiness and pro-
vides an attractive dividend yield
of 13%,” said Amit Murarka, ana-
lyst, Motilal Oswal Financial Ser-
vices.
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Tata Steel charts %6O,OOO—cr,capeX plém

OURBUREAU
Mumbai, July 6
Tata Steel on Tuesday unveiled
plans to invest ¥50,000-60,000
crore over the next five years. This
will be used to enhance the capa-
city of different units including
ramping up its Kalinganagar
plant to eight million tonnes, se-
curing iron ore capacity of 50
million tonnes per annum, and
enhancing the cold rolling capa-
city to 6.5 mtpa from 43 mtpa.
To beat the cyclical nature of
thebusiness, TVNarendran, Man-
aging Director, said Tata Steel will

focus on new and allied busi-
nesses suchas production of low-
carbon steel, composite mater-
ial, graphene, medical materials,
services and solutions.

Each of these has the potential;
to become a %1,000-crore busi-
ness over a period. Most import-
antly, in most of these busi-
nesses, the company will not be
competing on steel but on other
materials altogether, Narendran
said at an investors’ call on
Tuesday.

The company targets doubling
its capacity to 40 million tonne

/

\\Y

by 2030 largely through organic
growth, he said. With the focus

_ on ESG (environment, social and

corporate governance) rating,
the company plans to make 5
million tonnes of steel through
the recycling route. It has already
set up a recycling plant of 0.5
mtpa at Rohtak in Haryana. The
company can set up a steel plant
on 50-100 acres closer to the re-
cycling unit using the electricarc
furnace route instead of the con-
ventional steel plant that re-
quires 3,000 acres, he said

Tata Steel also plans to increase
capacity of ductile iron pipes and
tinplate to 1 mtpa each from 0.2
mtpa and 0.4 mtpa respectively.
Tubes and wire production capa-

‘city will be increased to 2 mtpa

and one mtpa from 13 mtpa and
0.45 mtparespectively.

'On average, the company
plans to spend %10,000<12,000
crore per annum, excluding ac-
quisitions. The company has in-
vested 80,000 crore over the
lastyears.

The company plans to reduce
its debt by $1billion every year. It
has bought down its net debt to
X75,390 crore as of March-end
from X1.04 lakh crore.
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Odisha govt approves 24,652-cr

OUR BUREAU
New Delhi, july 7
Headed by Chief Minister

Naveen Patnaik, State High

Level Clearance Authority od
Odisha has approved the ex-
pansion of Jindal Steel and
Power Ltd’s (JSPL) Angul plant
to produce 25.2 million tonnes
per annum (mtpa) of steel at
an investment of 24,652
crore.

The plant has an existing ca-
pacity of 6mtpaand had an ap-
proved proposed capacity of
18.6 million tonnes. The invest-
ment will generate potential
employment opportunities for
over 1,000 people, an Odisha
government statement said.

“This investment will take JS-
Pl's total investment to
%1,00,670 crore (over the next
ten years), making it the
largest single. location steel
plant capacity in the world,”
the statement said.

Buoyed by sustained high
steel prices, manufacturers

have been moving onto new
investments this year. Includ-
ing the Angul plant expansion,
the Odisha authority on Tues-
day approved five major indus-

trial projects to the tune of |

%1,46,172 crore in the steel
Sector.

Q1 production falls

JSPL on Wednesday reported a
3 per cent sequential decline in
steel production at2.01million
tonnes (mt) for the June
quarter. “Conscious decision
by the company to divert oxy-
gen towards saving human
lives led to production getting
impacted slightly,” a company
statement said. :

Sales too fell by 16 per cent
quarter-on-quarter to 1.61 mt.
As the domestic economy took
a hit due to the second wave of
Covid during the quarter un-
der review, the share of exports
rose again to 34 per cent, up
from 27 per cent in the previ-
ous quarter. 4

“Exports were impacted by
logistical challenges posed by
adverse weather conditions
leading to congestion at ports.
Inventory of 1.5 lakh tonnes
currently remains stuck at
port, which will be shipped as
soon as the logistical bottle-
necks are removed,” JSPL said.

In June, production stood at
0.64 mt, while exports accoun-
ted for 44 per cent of the sales
volume.

“We aim to produce 8.0-8.5
million tonnes of steel in |
FY22,” VR Sharma, Managing
Director, said in the statement.
“We also aim to reduce our
overall debt to 9,900 crore by
the end of this financial year.”

expansion of JSPL’s Angul plant

s
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Base metal prices - A reality check

Base metal prices started Base metal prices sustain momentum Aided by dollar yspoyr  --and higher demand
recovering from March lows in  pespite short spans of correction  ($/tonne at LME) weaknessand...  Index inthe market 2020 W2021
2020 backed by easy monetary 3200 10500 104  Balancein the global market (i tonnes)
policy of central banks and a 2 : 300
weaker dollar. They are also - 101 250
being supported by strong 2840 9300
fundamentals. These include oo s o8 200
higher demand from China, the : 150
ongoing global economic 95
recovery, supply disruptions and 22 S0 1
increased investment demand in 9 50
commodity assets. Falling i 5700
inventory levels of most metals 00 4500 89 Copper Zine Lead
at LME warehouses may support ™" jan1 July5 Jan1 July5 Jan1 July5 (JantoMar)  (Janto Apr) (Jan to Apr)
the prices at these levels 2020 2021 2020 2021 2020 2021 Balance = Metals supply minus usage
Rise in domestic prices exceed global price surge ..due to weakening Falling inventory levels of most metals
(¥ per kg at MCX) (& perkgatMcx) rupee over dollar Inventory at LME warehouses (in tonnes)
ot Ho 24 e 3,00,000 20,00,000
226 @ 126 718 2,50,000 17,60,000
20 632 7.1 2,00,000 15.20,000
0 growth 1,50,000
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1,00,000
154 444 @ 75.7 50,000 10,40,000
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Source: Bloomberg, ILZSG, ICSG
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Graphic: Visveswaran V
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SCCL posts 78% growth
in coal, energy sales

Production, dispatches up but targets missed in April-June

SPECIAL CORRESPONDENT
HYDERABAD

Singareni Collieries Compa-
ny Ltd (SCCL) has posted
78% increase in the first
quarter turnover this finan-
cial year with improved
sales of coal and energy, as
life and economic activity is
returning to normalcy after
the impact of COVID-19 shut-
down in the second wave of
the pandemic.

According to company of-
ficials, the company has
achieved 6,337 crore tur-
nover during the April-June
period of the 2021-22 fiscal
against ¥3,560 crore turnov-
er during the same period of
the last fiscal,which was bad-
ly hit by the shutdown of the
economic activity in the first
wave of COVID-19 spread.
Profit of the company in the
first quarter this fiscal has al-
so increased to %663.32
crore.

Of the total turnover dur-
ing the first quarter, sales of
coal contributed 35,393
crore with an increase of
89.16% compared to the
same period of the last finan-
cial year as they were 32,851
crore.

Energy sales

In the sale of energy, the
company has achieved
32.83% growth rate with the
energy sales of Singareni
Thermal Power Plant reach-
ing ¥944 crore during the
April-June quarter this year
compared to %711 crore dur-
ing the same period last
year. Although the company
has posted growth in terms
of coal production, overbur-
den removal and coal dis-
patches in the first quarter, it

Coal being loaded into a dumper at a mine site for taking it to

P e

the nearby coal handling plant. =ARRANGEMENT

@ Company achieved
16,337 crore
turnover during
April-June period
of the 2021-22 fiscal
against 33,560
crore turnover
during the same
period of last fiscal.

SCCL OFFICIALS

has missed the targets fixed
for itself towards achieving
the goal of 70 million tonnes
of coal production.

The company has pro-
duced 15.57 million tonnes
(92% of the target) of coal
during the first quarter of
this fiscal against the target
0f 16.99 million tonnes.

In coal dispatches, the
achievement was 16.7 mil-
lion tonnes (97%) against the
target of 1729 million
tonnes. In the overburden
removal, the company has
posted 18.7% growth in QI
compared to the same pe-
riod last year (80.05 million
cubic meters) by removing

95.02 million cubic meters
of OB.

As the production and
dispatches of coal during the
July-September (monsoon)
period would hold key in
achieving the target, the
company has set a target of
at least 1.85 lakh tonnes of
coal production and tran-
sportation every day this
month.

According to the coal
company officials, there was
an increase of nearly 64% in
the production of coal and
over 97% in dispatches dur-
ing the first quarter (April-
June) this year compared to
the previous year.

Against the production of
9.5 million tonnes of coal
during the COVID-hit first
quarter of 2020-21, it is 15.57
million tonnes during the
same period of 2021-22. Si-
milarly, the dispatch of coal
was 16.7 million tonnes dur-
ing the first quarter of 2021-
22 against 8.47 million
tonnes during the first three
months of 2020-21.
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Mumbai: India’stop steelmakersamseeingahe-
althy year-on-year increase in production on the -
back of alow base in the first quarter of lastyear, -
but the slump in domestic demand means they
must continue with exports to keep inventory
low. TataSteelhasreportedaﬁﬁ%jmnpinpio—
ﬂuetionm@jof FY22t04.62MT. -

ta Steel’s automotive and special products’
deliveries increased by around seven ti-

agamst the estimated three ti-

iné{grse in automotive OEM’s produc-
on in of FY22,” the company said, adding
that its branded productsandmtaﬂsegmentdeli
verieswenemgherbynz%
- Industrial production, including that mthe ste-
e;wctor. was badly impacted last year after the
“outbreak of Covid-19.

- Among other steel plants, J SW Steel has repor-
ted a 10% jump in production in May. However,
the company has increased long steel production
t055%, denotinga recovery in infrastructureand
construction
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