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GLOBAL Change in % .
Price Weekly Monthly Yearly
Metals ($/tonne)
Aluminium 1791 4.0 4.0 -8.1
Copper 5827 -1.4 3.0 -45
Iron Ore 85 -13 -8.9 13.6
Lead 2170 3.0 4.0 124
Zinc 2581 11 10.6 -0.6
Tin 16485 -09 1.6 -13.8
Nickel 16799 01 36 434
| S ™
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MCX-Zinc can
continue to
trend upwards

Mg Aine { Retuin;<1.8% > ¥k
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2018 2019
AKHILNALLAMUTHU
BLResearch Bureau

The November futures contract of Zinc on the
Multi Commodity Exchange of India, broke out
of the resistance at %190 this week and marked
an intra-week high of Z191.2. Currently, it is trad-
ing above both 21-and 50-DMAs, providinga pos-
itive bias for the commodity. But the contract
price has softened from %190 and slid to X188,
where the 50-DMA support is poised. Thus, the
moderation in price seems to be a minor correc-
tion within an uptrend. The daily relative
strength index is above the midpoint level of 50
and the moving average convergence diver-
gence indicator is in positive territory showing
bullish bias. Hence, the outlookremains positive
and the futures price can be expected to take off
from the current levels.

Onthe upside, the contractwill faceresistance
in the band between X192.2 and %192.7— the 50
per cent Fibonacci retracement level of the pre-
vious bear trend. Beyond that level, the contract
has the potential to appreciate towards ¥200
over the medium term. On the other hand, if the
price declines, the immediate support is at
%186.7, with ¥183.7as the support belowit.

The price of the three-month rolling forward
contract of Zinc on the LME is in an upward mo-
mentum. It has breached a strong resistance
band between $2,483 and $2,500 and is trading
at $2,530. The likelihood of further appreciation
is high which could take the contract price to
$2,574 — the 50 per cent Fibonacci rétracement

| level of the previous downtrend —in the coming
days. Above that level, it will face a hurdle at
$2,664.

Global prices of the commodity continue to
rise. Thisis expected to have a positive impacton
the price of MCX-Zinc as well. So, moderation in
the futures price in the domestic market can be
an opportunity to go long. Hence, traders are ad-
vised to initiate long positions with stop-loss at
X183.
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Allow banks to trade in
bullion: World Gold Council

Submits rep0|:t to
Govt on roadmap to
form bullion bank

SURESH P IYENGAR

Mumbai, October 31

The World Gold Council has sug-
gested that the Centre allow In-
dian banks to trade and facilit-
ate trading in physical bullion
and its derivatives to bring in
some much-needed transpar-
ency in the bullion trade.

Inareport ‘The need fora Bul-
lion Bank in India’ submitted to
the government, the Council
has suggested that banks with
proper checks and balances
should be given the flexibility to
launch innovative gold-backed
products to attract consumer
investments.

The Council believes the
launch of a bullion bank will
bring in transparency in the
bullion trade, boost exports and
ease credit flow to the sector.

Somasundaram PR, MD,
World Gold Council, told Busi-
nessline that bullion banks
across the globe build greater

trust through the gold value
chain, drive efficiency, provide
liquidity, promote transpar-
ency and support price discov-
ery. London and New York have
a long history of bullion trad-
ing, but. the Singapore and
Shanghai ~ markets  have
emerged as strong players in
the last 15 years.

In 2017, revenue from global
bullion banking operations was
estimated at $1.5-1.8 billion.

Being the second largest mar-
ket for gold jewellery, India
leaves much of this potential on
the table. Central banks play a
key role as regulators, liquidity
providers and custodians to a
bullion bank, he said.

In India, Somasundaram said
the RBI should allow banks to
buy back the gold they sell. Jew-
ellers should be allowed to take
bullion on loan from banks and
repay it back in gold. In this pro-
cess, the currency risk is com-
pletely eradicated and the de-
mand for dollars from the

jewellery trade will be reduced
while it earns much-needed
forex for the country.
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MECL gets National CSR Award, 2019

e 0

B Business Bureau

MECLhasbeenawarded with the
National CSR Award, 2019 under
the ‘Honourable Mentions’ cat-
egoryreoenﬂyfonts contribution
in nation building through its

RS ] J”H'I\Mh‘l
”W"‘"’ s gl piiod

CSR activities in challenging
areas.
The award was given away by

AnuragSingh Thakur, Minister of
State for Finance and Corporate

Affairsin the presence of Nirmala
Sitharaman, Union Minister for

Finance and Corporate Affairs.
Dr Ranjit Rath, CMD, MECL
received the honour along with
Ghanshyam Sharma, Director
(Finance) and Dr CS Murthy, GM
(HR), MECL.

For a better future for the
under- prmleged society, the
major CSR activities of MECL
include construction and main-
taining toilets, bore wells for
drinking water facilities in the
remote and inaccessible v111ages
in and around its project sites in
the State of Chhattisgarh,
Jharkhand, Odisha, Madhya
Pradesh, Andhra Pradesh,
Rajasthan, Tamil Nadu, etc; pro-
viding stationeries, furniture,
computers, sportkits, bicycleand
skill-development classes to stu-
dents; providing medical equip-
ments to hospitals.

THE HINDU DATE/13/2019 P.N.2

SCCL to step
up production

SPECIAL CORRESPONDENT
HYDERABAD

CMD of Singareni Collieries
Company Ltd., N. Sridhar
has given instructions to
achieve two lakh tonnes of
coal production and tran-
sport per day from this
month. There was a hin-
drance in coal production
and despatch due to the un-
precedented rains up to Oc-
tober this year.

The CMD held a monthly
review meeting at the Sin-
gareni Bhavan here on Fri-
day with all directors and
area general managers and
said that the deficit in pro-
duction and transport up to
October should be com-
pensated from November
onwards along with the
monthly targets.

Specific plans and strate-
gies be drawn to achieve
the target and proper care
has to be taken for safety,
he said.
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Domestic gold price in consolic

Unless price moves out of the current range,
the next leg of trend cannot be confirmed’

AKHIL NALLAMUTHU

After breaking above the import-
ant level of 600, the iCOMDEX
Composite index— the commod-
ity index of Multi Commodity Ex-
change of India — remained flat
over the past few days.

Falling crude prices, the
largest component with 35 per
cent weight dragged the index,
but it was offset by rising gold,
silver and zinc prices that have a
combined weight of about 37 per
cent. ’ :

The index remains above the
21-day moving average indicat-
ing a short-term bullish bias. At
603.2, it currently faces a resist-
ance at 604, the 382 per cent
Fibonacci retracement level of
the previous downtrend.

Weakening crude prices are
expected to exert downward
pressure in the coming days,
whereas a surge in the price of
bullion and metals could lift the
index towards a crucial level of
608. If the index moves beyond
608, itwould indicatea medium-
term bullish trend.

MCX-Crude (¥3,938)

After testing the resistance at
4,000, the November futures
contract of crude oil declined
last week. This was a dampener,
as the commodity has been at-
tempting to recover after its
price slumped from the Septem-
ber high of 4,504. However, the
price bounced back sharply to-
wards the end of the week, after
taking support at 33,843 - the'21-
day moving average. An uptick
in the daily relative strength in-
dex and the rising moving aver-
age convergence divergence
provide, indicate no threat for
the near-term recovery. On the
upside, the contract will face
hurdles between 3,970 and
%4,000. Above these levels, the
price can rise to ¥4,174. Supports
below the current level are at
3,843 and ¥3,800.

MCX-Gold (¥38,310)

Though the price of December
futures contract of gold gained
in the latter part of the week, it
largely remains within the range

ISTOCK.COM/BLUEBAY2014

between 37,690 and ¥38,650.

. Since the price has been consol-

idating for some time, indicators
are unable to give a cue on the fu-
ture trend. So, unless the price
moves out of the range, the next
leg of the trend cannot be con-
firmed. Assuming that the con-
tract breaks out of ¥38,650, it
will immediately face a resist-
ance at 339,000. Beyond that
level, it can rise to ¥40,000. On
the contrary, if the price
breaches the support at 37,690,
it can find support at ¥37,320.

MCX-Silver (346,392)

Like gold, silver prices have
largely been moving in a side-
ways range, oscillating between

44,800 and %46,440. Even
though the December futures
contract of silver briefly traded
above the upper boundary of the
range, it eventually retraced be-
low that level.

But the price action looks
slightly bullish which is also sup-
ported by the moving average
convergence divergence indic-
ator. If bulls gain traction, the
contract can appreciate to
48,000 in the short term. Above
that level, it can test the psycho-
logical level of ¥50,000. But if
the commodity faces selling
pressure it will decline towards
the lower boundary of the range
at44,800.

MCX-Copper (3¥438.4)

October has been a volatile
month for copper. The recovery,
post the sell-off since the second
half of September, was faced
with another round of selling.
But on a broader scale, one can
notice the November futures
contract is trading in a range
between %436 and ¥460. Hence,
the next major trend can occur
only if the price moves beyond
these levels. With Friday’s close
at X438.4, the price is hovering

around the bottom of the range
increasing the chances of an
uptrend towards the upper
band. But it will face hindrances
at X441 and 447. However, a
break below 436 can drag the
contract to ¥422.

NCDEX-Soybean (33,874)
After a correction in the first two
weeks of October, the November
futures of Soybean resumed its
uptrend and went past the key
level of ¥3,864. After repeated at-
tempts, the futures closed above
the crucial level of ¥3,800 on a
weekly basis. It also marked a
higher peak and the price re-
mains above both 21- and 50-
DMAs, a good bullish signal. The
positive trend is corroborated by
the rising moving average con-
vergence divergence indicator.

Hence, the most likely scen-
ario is that the contract will fur-
ther appreciate from the current
levels to 4,000, another critical
resistance. But this is not
without hurdles. The Friday
price action has formed a shoot-
ing star candlestick pattern in-
dicating a potential bearish re-
versal. On the downside, support
below 3,864 is at ¥3,800.

ation mode

iCOMDEX
Composite Index

* Supports: 600 and 591

* Resistances: 604 and
608
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SURESH P IVENGAR

Mumbai, November 3

will set up a DMF. Older mines
that are allocated by the gov-

| 70% of District Mineral Fund remains
idle; miners flag slow progress in spend

Similarly, - Jharkhand, the
second highest contributor in

|

DMF, with about 4,585 crore,
has 16,519 projects sanctioned
but not a single project has
been completed. With a contri-
bution of ¥4,435 crore, Chhat-
tisgarh was the third largestin
DMF mop up. It has the highest
number of sanctioned projects
at 31,657 and has completed
20,025 projects and scrapped
1,448 projects.

Others such as Rajasthan, Tel-
angana and Madhya Pradesh
also rank among states with
top DMF corpus. RK Sharma,
Secretary General, Federation
of Indian Mineral Industry, said
while the numbers speak for
the themselves, the progress of

ernment outside the purview
of auction chipin 30 percentto
DME The leases of these mines
will expire and will be auc-
tioned next March.

The. mineral producing
States have collected 13,584
crore as DMF from sale of coal
and lignite while contribution
from other major minerals and
minor minerals were 15,241
crore and 3,006 crore, re-
spectively. Of the 583 districts
that were suppose to set up
DMEF, only 557 have formed the

;“-fund.' )

Of the 133,214 projects identi-
fied, 23,804 projects are yet to
start while 6,538 projects have

While the Central government
is struggling to make its ends
meet with falling revenues and
rising expenses, the mineral-
rich States are fighting a prob-
lem of plenty.

The 21 mineral-rich States
have managed tospend only30
per cent of the money collected
under District Mineral Fund
(DMF) ever since the States star-
ted collecting a portion of the
value of mineral mined as roy-
alty in the last five years. As of
August, these States together
had accumulated 31,831 crore
in DMF but spent only 39,555
crore in districts around the
mining area, according to gov-

ernment data. been cancelled. In all 45523 projects has been pgthetigally
have been completed and slow and communities believe
Mining lease 57,349 projects are ongoing. thatmining companiesare not

With 8,253 crore, Odisha has
the highest DMF corpus. Out of
12,664 projects sanctioned,
only 5,438 projects have been
competed, 4,130 are on-going,
and 3,096 are yet to start. How-
ever, Odisha has not scrapped a
single project.

doing enough.

Government should form a
body of mining companiesand
state governments to make a
concrete action planand spend
DMF funds gainfully, said
Sharma who heads the apex
body of miners. I

According to the Mines and

Minerals Development & Regu-

lation Act, 2015, companies that

have acquired mining lease

through the auctionroute have

to pay10 per cent of the value of

. mineral as royalty to the State

‘govemment which, in turn,
N
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Stellar Q2 by ¢

Sales volumes fell significantly due to floods in
many States. Cost controls saved the day

KEERTHI SANAGASETTI

Cement  manufacturers  saw
healthy growth in volumes for the
last eight quarters (till June 2019),
led by a surge in construction-led
demand. This rally continued des-
pite an expected slowdown during
the election months (March-May
2019). Since the demand out-

look was driven by the
Centre’s push for infra-
structure and con--
struction spend, ce-
ment prices also saw
healthy traction dur-
ing these quarters.

But the latest
September quarter has
been a dampener of sorts
with a higher-than-expected drop
in volumes. Cement prices too
were impacted, witnessing a se-
quential fall — though up from last
year. We deep dive into the Q2 res-
ults of leading cement manufac-

turers to assess their performance
and outlook for the rest of the
fiscal.

Floods impacted volumes
In the previous June quarter, both
volumes and prices grew strongly.
This, along with cost savings on ac-
count of a decline in the prices of
imported fuel (pet coke) and
the drop in logistics
costs, led to substantial
earnings growth.
Companies such Ul-
tratech and Heidel-
berg reported their

highest-ever
(quarterly)  EBITDA/
tonnne in the last
decade.
With the onset of monsoon, the
quarter is considered

P
seasonally weak quarter for ce-
ment manufacturers. Add to this,
the peak volumes of June quarter
were expected to plateau. Hence,

Weak volumes y-o-y growth (%)

(per tonne)
Ultratech -1.0 5.1 36.3
ACC -1.7 254 280
Amb g 282
512

both volumes and realisations
were projected to dip bya notch in
2QFY20.

But companies witnessed a
higher-than-expected drop in
volumes in 2QFY20. This is because
most parts of the country were
flooded during the quarter. What
made matters worse was the elec-
tions and policy paralysis in sev-
eral states, including Andhra Pra-
desh. The resultant slowdown in
awarding construction contracts
have had a huge impact on cement
demand and led to a dismal
volume growth.

Cement major Ultratech that ac-
counts for 21 per cent of the coun-
try’s cement capacity reported 1
per cent drop in its domestic

volumes in 2QFY20. Ambuja Ce-
ments and ACC posted 4 per cent
and 2 per cent dip in sale volumes,

" respectively, in the September
quarter. The only company that
saw growth in volumes was Shree
Cement — up by 1.5 per cent y-0-y.
However, the growth came in en-
tirely from its new plant in South
India.

Cement prices — being a func-
tion of demand and capacity util-
isations — were also impacted in
the quarter. However, the blended
realisations were still higher, com-
pared to the year-ago period.
Hence, most companies reported a
59 per cent y-oy growth in
realisations.

Standing out in the Erowd, with «

an 8 per cent surge in the sale of
premium products, is ACC, which
reported a stellar 25 per cent spike
in- its blended realisations. The
company’s realisation per tonne
was %5965 in the -September
quarter.

ement companies despite cracks

September quarter. Another im-
portant element is the logistics
cost. This essentially forms 2030
per cent of the cost for a cement
manufacturer. Thanks to the stra-
tegic consolidation in the in-

dustry, cement com-

Healthy realisations, panies have
coupled with continued Bight spots significantly  brought
cost savings, spurred the * Qutlook for down their lead dis-

earnings growth for ce-
ment manufacturers in
the September quarter.
Companies  reported
growth in their EBITDA

positive

cement demand

* Realisation up
5-9 per cent for

tances. This coupled
with falling diesel
prices have resulted in
steep decline in their
freight cost.

per tonne in the 2836 most firms The Railways’ move to
per cent range y-0-y. * EBITDA growth waive the peak season

per tonne surcharge came as an
Cost savings 28-36 per cent added advantage. As a
Cement ¢ con- result, in the September

tinued to witness sav-
ings on the energy costs front, led
by installation of waste heat recov-
ery plants (WHRS). With imported
pet coke prices falling by about 4-7
per cent y-o-y, the savings have
been substantial for cement man-
ufacturers.

For instance, Ultratech reported
a 123 per cent y-0-y drop in its
power cost per tonne in the

quarter, most compan-
ies reported a 5-6 per cent drop in
their freight cost per tonne.

Fly ash prices

In a move to keep volumes steady
during turbulent times, cement
companies continued with the
sale of premium products. With
the mix skewed towards these
products, the usage of fly ash also

skyrocketed. During the Septem-
ber quarter, fly ash prices spiked 3
per cent sequentially, impacting
profits for cement manufacturers.

Positive outlook

Riding on the Centre’s continued
focus on infrastructural spend, the
outlook for cement demand re-
mains positive. After the slackness
witnessed in 2QFY20, cement de-
mand is expected to pick up in the
quarters ahead. The healthy mon-
soon witnessed thus far could help
drive rural demand as well.

While the volume growth is ex-
pected to be healthy, realisations
are also likely to remain stable.

On the cost front, benefits of the
waived peak season surcharge and
further drop in pet coke prices will
continue to aid profitability in the
coming quarters as well.

For instance, the purchase price
of imported pet coke is currently
at $70-71. But the consumption rate
reported by cement companies in
the September quarter was as high
as $90-94. This indicates a possible
drop of 23 per cent in energy costs
in the coming quarters.




BUSINESS LINE DATE2132019 P.N.10

BUSINESS LINE DATH 1142019 P.N.9

[ Metalswatch |
Zinc, copper rally on hopes of
US-China trade deal

SATYA SONTANAM

Ever since the US-China trade talks
began on October 10, the LME prices of
zinc and copper have been moving
upwards
amongst most
traded metals.

Zinc was
trading at $2,581
atonne and
copper $5,827 a
tonne on last
Friday on LME,
up by 10.9 per
centand 3.1 per
cent respectively since October 9. The
gains were on the back of US and China
getting closer to a trade deal and on
expectations that the US was
considering extending tariff exclusions
for some Chinese imports. It was in
addition to the supportive
fundamentals of these metals.

While prices are still lower than they
were a year ago, the northward
movement has given a relief to
investors. The LME Metal index is still
down 18 per cent since initial tariff talks
that began in February 2018.

strong fundamentals

\ Ravindra Rao, Head of Commedity

' Research at Kotak Securities, said the
backwardation in zinc futures (current
difference between the LME zinc's spot
and three months forward contract is
about $42 per tonne) indicates that the
demand for the metal is high.

Afavourable supply-demand scenario

in zinc and copper is also a reason for
the rally in metal prices. According to
ILZSG (International Lead and Zinc Study
Group) and ICSG (International Copper
Study Group), the consumption of zinc
during January- August outpaced supply
by 1,19,000 tonnes, while copper
witnessed a supply deficit of 2,33,000
tonnes during January- July.

Weaker dollar

Further, a weak dollar could have aided
the prices. The dollar index fell from
about 99 on October 9 to 97.23 on
November 1.

However, a growth in domestic prices
was not equally impressive, which could
be due to strengthening of the rupee.
The exchange rate of rupee against the
US dollar came down from about ¥71.1to
%70.8 during the said period. The MCX
prices of zinc and copper were trading
atX194 and X441 per kg, up by 5 per cent
and 0.3 per cent respectively, during the
said period.

Going ahead, Rao said, zinc prices are
expected to rise on robust
fundamentals, while copper prices are
seen moving sideways on strong
fundamentals. However, copper prices
are said to rise faster than any other
metal if the trade deal between the US

\ and China concludes favourably.

MCX-Aluminium
continues to
appear weak

MCX Aluminium

Return:-8.4% ¥/

152
144
{136

128

- 120
Nov 2 : Nov1

2018 _ 2019

AKHIL NALLAMUTHU

BL Research Bureau

Bears seem to be pausing in MCX-Aluminium,
with the November futures contract of the
metal inching up since last week. Though the
overall trend still remains bearish, there are a
few signs that indicate that bears are losing
steam. The daily relative strength index did not
follow the price in forming lower low and the
moving average convergence divergence indic-
ator is showing a bullish divergence. However,
for a sustainable recovery for the commodity,
the contract price must breach the resistance
band between 135 and X136. A close above that
level can be taken as a confirmation and that
would also mean that the medium-term trend
will turn bullish; until then the outlook will be
biased towards downside.

So if rallies get sold, resulting in further
weakness, the contract could retest the previ-
ous low of %130.5. A break below that level will
intensify the sell-off taking the price to ¥125.On
the other hand, if the contract breaches the res-
istance band, it would attract fresh buying in-
terest and hitX138.4. The immediate resistance
beyond that level is at ¥140.

On the global front, the three-month for-
ward contract of Aluminium on the LME has
rallied past an important level at $1,750. The
contract has also moved beyond 50-DMA giv-
ing it a bullish bias. Hence, the contract will
most likely appreciate to $1,800 and the sub-
sequent resistance is at $1,825. But if price starts
declining by reacting to .the resistance at
$1,800, it might depreciate to $1,750.

The commodity price in LME has shot up, but
price in MCX is,unable to emulate the trend
and weakening dollarcould be the primary
reason for this. Since the overall trend for the

, commodity is still bearish and price in dollar
terms is nearing a resistance, traders can short
MCX-Aluminium November futures contract
on rallies with a stop-loss at %137.

B —
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High prices pull down Q3 gold
demand by 320 123 tonnes

This is the lowest
September quarter
demand for the
metal since 2005

SURESH P IYENGAR

Mumbai, November 5

Reeling under high prices ahead
of the festival season, gold de-
mand in the September quarter
dipped sharply by 32 per cent to
123 tonnes (183 tonnes in the previ-
ous-year period), the lowest third-
quarter demand since 2005.

The overall demand this year is.

expected to fall close to 700
tonnes. Over the last three quar-
ters, it hovered at about 496
tonnes, 5 per cent below the 524
tonnes logged in the same period
last year.

Intriguing decline
Jewellery demand in the Septem-
ber quarter was down 30 per cent
at 102 tonnes (148 tonnes) while
investments in gold plunged 35
per cent to 22 tonnes (34 tonnes).
In value terms, jewellery de-
mand slipped 17 per cent to
33,851 crore, against the ¥40,686

Jewellery demand in the September quarter was down 30 per cent at
102 tonnes while investments in gold plunged 35 per cent to 22 tonnes

crore logged in the same period
last year.

Somasundaram PR, Managing
Director of the World Gold Coun-
cil (WGC), said it is intriguing that
gold demand has fallen sharply
even while the sales of other lux-
ury items such as premium cars
and mobile phones have gone up
amid the economic slowdown.
Low consumer confidence and a
sharp spike in gold prices took a
heavy toll on gold demand.

Gold prices failed to lose mo-

mentum during the quarter,
breaching the 35,000 per 10
gram mark logged mid-july to

September quarter halved to 133
tonnes (268 tonnes).

Recycling increases
Gold recycling was up 59 per cent
to 36.5 tonnes due to high prices.
Overall gold recycling is set to
touch a new high this year with
the country recycling 90.5 tonnes
in the last three quarters, exceed-
ing the 87 tonnes recycled for
whole of last year. |

Despite the weak demand in In-
dia and China, global gold de-
mand was up 3 per cent in the
September quarter to 1,107 tonnes
on record inflow into gold ex-
change traded funds (ETF). This ?
was largely due to inflows from
the US and Europe. Holdings in
gold-backed ETF hit an all-time
high of 2,855 tonnes with an in-

reach X38,795 by the end flow of 258 tonnes, the
of the September | Scan&Share | highestquarterlyinflow
quarter. E E since Q12016.
The weakdemand and 1 ~ WGC'’s

high prices have led to o Somasundaram said the
many refineries shut- inflow into global gold
ting operatiens, leading ETFs will remain high as
to lower import of dore there is a fear of the US

(a raw form of gold). It
fell 90 per cent to 8.7 tonnes (90

tonnes) while gold imports in the

slipping into a recession
ahead of the presidential election

_ sstfor the second half of next year,
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NEW DELHI, NOVEMBER 5

AS GOLD prices touched their
highest levels following geopo-
litical tensions and concerns
around economic slowdown,
the demand for the precious
metal in India fell nearly one-
third in the quarter ended
September 30, 2019. Releasing
the data for gold demand in the
last quarter, World Gold Council
onTuesday said thatIndia’s gold
demand may fall to its lowest
level in three years in 2019.

According to the datareleased
by WGC, India’s gold demand for
the September quarter stood at
123.9 tonnes, a 32 per cent de-
cline in demand over the corre-
sponding quarter of last year.
Somasundaram PR, MD of WGC's
Indian operations, said gold de-
mand in 2019 could drop 8 per
cent from a year ago to around
700tonnes, the lowest since 2016.

“Along with higher prices,
gold demand is getting affected
by weak rural sentiment,” said
Somasundaram.

WhileIndiais abig consumer
of gold in the form of jewellery,
data shows that Indian jewellery
demand declined by almostone-
third to 101.6 tonnes.

“Jewellery demand suffered
as consumer confidence fell fur-
ther over concerns around the
slowing economy. Several indica-
tors - suchas lower sales volumes
reported by large fast-moving
consumer goods (FMCG) compa-
nies and domestic car/two-
wheeler sales - pointed towards
2 slowdown in both urban and
rural demand. Weak sentiment
due to a liquidity crunch, exces-
sive monsoon rains in some
states,and the absence of any fes-
tivals, also influenced demand in
the quarter,” said WGCinits state-
ment.

Since January 1, 2019 price of
pure gold in Delhi has jumped
21.5 percent. However, as Indiais
the second largest market for the
precious metal, asharpdeclinein
its consumption of the precious
metal could result into a soften-
ing in the gold prices.

While high gold prices have
dented the demand, WGC said
that the demand also been im-
pacted by a 2.5 per cent rise in
custom duty on gold from 10 per
cent to 12.5 per cent. In the
Budget announcement in July

T —

Gold demand declines
32% in Q3 2019 on high
prices, slowdown: WGC

EXPLAINE

Fall will
arrest flight
of capital

ASHARPdeclinein
India’s demand for gold,
following the rise in
prices, may comeasa
breather for the economy
thatimports much more
thanitexports. Over the
lasteight years, the net
importof gold and
precious stones
amounted to about $245
billion. Many feel thata
decline in gold imports
will arrest flight of
capital, narrow the
currentaccount deficit
and strengthen the
domestic currency.

2019, the finance minister had an-
nounced a hike in customs duty
on gold import. The council said
that this higher duty hit senti-
ment amongst both the gold
trade and consumers, and fresh
jewellery purchases suffered asa
result.

The sharp decline in India’s
gold demand came insharp con-
trast to the global demand for
gold that witnessed a notable rise.

The worldwide demand for
gold grew from 964.3 tonnes in
Q3 lastyearto 1,107.9 tonnes in
the quarter ended September
2019. WGC said that a surge in
ETF inflows led to a rise in
global demand. The holding sin
gold-backed ETFs grew by
258.2 tonnes to hit an all time
high of 2,855.3 tonnes during
the quarter.

On the other hand Central
banks added 156.2 tonnes to their
reservesin Q3 and this was 38 per
centlowerthanthataddedinthe
Q3 of 2018. Jewellery demand
was also down 16 per cent to
4609 tonnes in Q3.

On the supply side, gold sup-
plyrose4percentinQ3t01222.3
tonnesand the rise was driven by
a10percentincrease inrecycling
asthe ongoing price rally contin-
ued to encourage selling back by
consumers. V'

v
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Metals sector all praise

-

OUR BUREAU
New Delhi, November 5

India’s decision to withdraw
from the Regional Coopera-
tion for Economic Partner-
ship (RCEP) has come as a
breather for the metals
industry.

“At the end of day, if other
countries are allowed to ship
their material into India at
nil duty, then many of them
send in products that are
priced cheaply and we come
under the threat of predat-
ory pricing. The RCEP is an
expanded version of Free
Trade Agreements and the
threat of Chinese dominance
is a vital factor in the RECP.
In 2016-17, we saw what steel
dumping did to our industry
and we live under the
shadow of those events. The
Indian steel industry is par-
ticularly vulnerable to this,”
the Indian Steel Association
said in an emailed response
to BusinessLine.

Also commenting on the
decision, Abhyuday Jindal,
Managing Director, at Jindal
Stainless, said, “The resolu-
tion to opt out of the RCEP
agreement is a rational step

to maintain a level playing
field for the Indian industry.’
For the metal sector, which is
already under stress caused
by global trade wars and
protectionist measures, sign-
ing up for RCEP would have
resulted in further deepen-
ing of India's trade deficit
with China and other
nations.” -

Highlighting the impact
on the copper industry,
Pankaj Kumar, Chief Execut-
ive Officer at Sterlite Copper,
said, “India’s decision of opt-
ing out of RCEP as the result-

" ing surge in imports would

have caused irreparable in-
jury to the Indian copper in-
dustry rather than support-
ing the cause of the Make in
India initiative.”

“Further, India’s adverse
trade balance with RCEP na-
tions will come under con-
trol...Our country’s trade de-
ficit has increased
significantly owing to the
copper plant shutdown in
Thoothukudi, due to the
now increased dependence
on imports for meeting our
country’s copper needs,” Ku-
mar added.
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Iran says uranium enrichment
at underground plant to resume

PRESS TRUSTOFINDIA
TEHRAN,NOVEMBER 5

PRESIDENT HASSAN Rouhani
said Tuesday that Iran would re-
sume uranium enrichmentatan
underground plant south of
Tehran in its latest step back
froma troubled 2015 agreement
with major powers.

The suspension of all enrich-
ment at the Fordow plant in the
mountains near the Shia holy city
qf Qom was one of the restric-
tions onits nuclear activities that
Iranaccepted inreturn for the lift-
ing of international sanctions.

But Washington’s abandon-
ment of the deal in May last year
followed by its reimposition of
crippling sanctions prompted
Iran to begin a phased suspen-

Hassan Rouhani blamed the
US’s withdrawal from the
2015

sion of its own commitments in
May this year.

Rouhani recalled that under
the terms of the agreement, Iran
had retained more than 1,000
centrifuges at the plant which
had been running empty since it

went into effect.

“Starting from tomorrow
(Wednesday), we will begininject-
ing (uranium hexafluoride) gas at
Fordo,” Rouhani said in a speech
broadcast by state television.

Iran said the whole process
would be carried out transpar-
ently witnessed by inspectors
from the UN nuclear watchdog,
the International Atomic
Energy Agency.

The move is the fourth an-
nounced by Iran since it began re-
sponding to Washington’s aban-
donment of its commitments.

Iran has repeatedly warned
the remaining parties to the
deal — Britain, China, France,
Germany and Russia — that the
agreement can only be rescued
if they help it circumvent US
economic sanctions.

BUSINESS LINE DATEL1/2019 P.N.3

Tata Steel Q2 net rises 6%to
33,302 crore on tax write-back

Business climate remains chdllenging,
weighs heavily on steel prices, says MD

OUR BUREAU

Mumbai, November 6

Tata Steel net profit was up 6
per cent at 3,302 crore in the
September quarter of the cur-
rent fiscal, against 3,116
crore in the same period last
year, even as its total revenue
plunged.

The company’s turnover
was down 15 per cent at
334,579 crore (340,897
crore). Profit was boosted by
4,365 crore write-back of de-
ferred tax as the government
cut the corporate tax by 10
per cent to 25 per cent.

If not for the tax write-
back, the company would
have incurred a loss of 36
crore against a profit before

tax of ¥5,411 crore logged in
same period last year.

EBITDA of the company
halved to 34,018 crore (38,641
crore) while EBITDA per
tonne was at 6,156 (¥12,713)
as steel prices slipped to his-
toric low. Steel prices de-
clined by over $100 a tonne in
key markets, amidst weak de-
mand.

On a standalone basis, the
company’s net profit was at
¥3,838 crore (33,268 crore) on
deferred tax write-back of
1,949 crore. Gross sales were
down 18 per cent at 314,486
crore (X17,580 crore).

Gross debt during the
quarter increased to 11l
lakh crore while net debt

TV Narendran, MD, Tata Steel

stood was at %1.06 lakh crore.
The group has ¥4,596 crore as
cash and cash equivalents
and ¥7,262 crore undrawn
bank credits.

On the efforts to sell over-
seas assets, the company said
Synergy Metals and Mining
Fund is carrying out detailed
due diligence to pick up 70

per cent stake in Tata Steel |
Thailand and a final definit-
ive document will be signed
shortly.

Early last month, Tata
Steel’s step-down subsidiary,
Natsteel Holdings, signed an
agreement to sell 56 per cent
stake in Natsteel Vina, Viet-
nam, to a Vietnam-based
company Thai Hung Trading
Joint Stock Company and the
process is expected to be
completed by December.

TV Narendran, Managing
Director, Tata Steel, said the
business environment con- |
tinues to be challenging and |
weighed heavily on steel |
prices. The end of monsoon |
season and the onset of fest- I
ival demand may lead to a |
pick-up in overall consump- |
tion and steel demand, hel
added.

V]
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Tata Steel net rises 6% on tax gain

- Firm's révenue, however, drops by over 15% to 334,579 crore on fall in steel prices

SPECIAL CORRESPONDENT
MUMBAI

Tata Steel reported a 6% rise
in its second quarter consoli-
dated net profit to 3,302
crore led by favourable tax
impact of 34,233 crore.

The company had a fa-
vourable tax impact of
4,233 crore, of which 32,425
crore was on adoption of the
new corporate tax rate by Ta-
ta Steel standalone and some
subsidiaries in India and
1,808 crore on account of
recognition/reversal of de-
ferred tax assets and liabili-
ties in offshore subsidiaries.

Profit rose despite a 15.4%
drop in revenue to 334,579
crore on fall in steel prices.

T. V. Narendran, CEO and
MD, said, “The business en-

vironment in India and other

geographies continued to be
challenging and weighed
heavily on steel prices. Tata

Tepid quarter
510 %404.35
470

430
390
350

c) We hope the end
of the monsoon

season and the onset of
festive demand leads to a
pick-up in overall
consumption
and steel

demand
T. V. NARENDRAN,

310May 10,2019  Nov.6,2019 CEO &MD, Tata Steel :
Metrics o | Q2Fvie
Total revenue from 34,579.18 40,897.16
operations (Zcr.)

Net profit (3cr.) 3,302.31 3,116.2
Earnings per share (basic in %) 35.71 3087

Steel worked closely with
customers across business
segments to drive sales and
maintain volumes. We are fo-
cused on driving productivi-
ty improvements across our
various operations as well as
the supply chain to reduce
costs and minimise the im-

pact on margins. We hope
the end of monsoon season
and the onset of festive de-
mand leads to a pick-up in
overall consumption and the
steel demand.”

Consolidated steel pro-
duction stood at 6.95 million
tonnes and deliveries at 6.53

million tonnes. India steel
production stood at 4.50 mil-
lion tonnes and deliveries at
4.13 million tonnes, contri-
buting 63% of consolidated
deliveries.

Gross debt for the quarter.

rose to 1,11,549 crore. The
firm borrowed $525 million
in foreign currency loans in
the quarter to lengthen its
debt maturity profile.

“A very challenging eco-
nomic environment saw
steel prices drop by over
$100/t. While our gross debt
has increased during the
quarter due to an-increase in
working capital, we have re-
newed our focus on cash
flow maximisation through
operational improvements,
working capital reduction
and rationalisation of capex
which will help us delever-
age,” said Koushik Chatter-
jee, ED and CFO, Tata Steel.

BUSINESS LINE DATFL1/2019 P.N.10

Chances of recovery loo
bleak for MCX-Nickel

COMMODITY CALL

AKHILNALLAMUTHU
8l Research Bureau
The bull trend in Nickel that star-
ted in the month of June seems to
be fading away as the commodity
has been making lower highs
since September. The previous
rally of the price of November fu-
tures contract of MCX-Nickel from
the support of 1,155 did not ex-
tend beyond the strong resistance
at %1,209. In fact, the price consol-
idated for a while after reaching
that level and started to moderate
since the beginning of November.
The 21-DMA has crossed below
the 50-DMA indicating that the
near-term outlook remains weak
for the commodity. Adding to that
is the weakness in the daily relat-
ive strength indexand the moving
average convergence divergence
indicator, which is in negative
territory.

On the downside, the futures
will have support around its previ-
ous low of %1,155. In case price
breaks below that level, price ac-
tion would confirm a lower low
and the futures will most likely de-
preciate further. Supports are at
1,126 and %1,066. On the other
hand, appreciation from current
level will face a stiff resistance at
1,209 and at %1,265. But for the
bulls to regain control, the con-
tract price must close above X1,300
decisively. On the global front too
nickel price looks unsteady as in-
dicated by the three monthrolling
forward contract in LME.

The price of MCX-Nickel futures
and LME-Nickel asserts the wobbly
price action and so one can ap-
proach the commodity with a
bearish bias. Hence, traders are re-
commended to initiate short posi-
tions on rallies with stop-loss at
¥1,270. Maintain a tight stop-loss
until the contract breaks below
T1,155.

12




THE HITAVADEITY LINE) DATH 17/2019 P.N.10

Steel consumption in India set
for quantum j jump: Pradhan

STEEL consumption in India is
set for a quantum jump and
investors should come forward
and become a partner in the
country's growth story, Union
Minister Dharmendra Pradhan
said on Wednesday.

The minister noted that the
steel sector is becoming more
vibrant, efficient, environment-
friendlyand globally competitive
supported by various policies of
the government and the entre-
preneurial spirit of the industry.

He was addressing an event
organised by International
Chromium Development
Association (ICDA) here.

“Thereis a strong positive cor-
relation between steel usage and
a nation's economic growth. As
India embarks on its next trajec-
tory of growth fuelled by the gov-
ernment’sfocus onbuildinginfra-

structure for future, creating
smart cities, industrial corridors
and so forth, the steel consump-
tion in the country is set for a
quantum jump,” the steel minis-
ter said.

- India, he said, is on-a steady

path to becoming a five trillion

dollar economy, with emphasis
on ease of doing business as well
as ease of living.

“India's economic growth will
be driven by heavyinvestmentin
infrastructure, digital economy
and job creation in small and
medium firms. Our initiatives

suchas'Makein India'aim tosup-
portand encourage domestic val-
ue addition,” he said.

“Our government has been
making concerted efforts. To
make India an attractive invest-
ment destination for businesses

- by providing investment-friend-

ly governance. Political stability,
predictable policies and a huge -
diverse market make India an
attractiveinvestment destination
for global investors.”

Inviting investors and entre-
preneurstobeapartnerinIndia's

« growthstory, Pradhan said struc-

;turalreformsin theareas ofinsol-
vency and bankruptcy, GST and
recent major reduction in cor-
poratetaxrateareaimedatboost-
ing investment and growth.

Healso exuded confidence that
stainless steel production and
consumption in India will be
growing alongside the rising
economy.

Vs
V.
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After many
years, De Beers
cutsrough
diamond prices -

' SURESH P IYENGAR
Mumbai, November6

De Beers has cut rough dia-
mond prices by five per centin
its November auction.

De Beers, the largest sup-
plier of diamond, has cut
prices for the first time in sev-
eral years as the demand for
roughs at its auction shrank.

The move will salvage the
sinking Indian cut-and-polish
industry which is struggling
under funds crunch as most
banks have stopped lending to
the industry after a series of
defaults by large players. Thé

| cut in prices will improve the
| profit margin for traders and

| for  the

cut-and-polish
industry.
According to De Beers data,

! retail demand for diamond

jewellery increased by 2.4 per
cent last year, whereas in the
US market the jump was 4.5
per cent. Reflecting the trend
Diamond 1Ct futures contract
on Indian Commodity Ex-

| change (ICEX) settled up 0.27

per-cent at 3,556 per carat.
Turnover of diamond trading
on ICEX, jumped three times

| to 2,436 crore in October
| from 788 crore in September.

Ajay Kumar, Director, Kedia
Advisory, said, “Hopes of resol-
ution of the trade war
between the US and China has
brightened as both they work
to narrow their differences.
This will boost global eco-
nomy and drive demand for
diamonds.”

BUSINESS LINE DATEL12019P.N.10

MCX-Zinc facing a strong barrier

COMMODITY CALL

AKHILNALLAMUTHU

BL Research Bureau

The price of zinc has margin-
ally moved up since last week
but could not form a new high
as bulls seem to be losing,
steam. The November futures
contract of the metal on the
Multi Commodity Exchange,
trading at X190 a kg after boun-
cing from the 50-day moving
average support, is facing a res-
istance area between %191 and
%192.7 — the 50 per cent Fibon-
acci retracement level of the
previous downtrend.

While the moving average
convergence divergence indic-
atoris showinglack of strength
through bearish divergence,
the crossover of the 21-DMA
above the 50-DMA indicates a

potential bullish trend re-
versal. But for a sustainable
rally in the contract, the price
must decisively close above
3192.7.

If the bullish momentum re-
gains traction and the futures
rise above %192.7, the contract
has the potential to appreciate
towards %200 over the me-
dium term. On the other hand,
if the prevailing sluggishness
attracts more bears, the con-
tract could depreciate towards
the immediate support at
186.7. The support below that
level is at 183.7.

The three-month rolling for-

ward contract of zinc on the -

LME, trading at $2,475 a metric
tonne, could not continue its
uptrend after breaking the res-
istance of $2,500 last week. The
contractrose to $2,560 and star-
ted to moderate, and it even

slipped below $2,500. The price
seems to be consolidating
between $2475 and $2,560,
which also happens to be the
50 per cent Fibonacci retrace-
ment level. The next leg of the
trend can be confirmed along
the direction of the break on
eitherside of the range. Beyond
$2,560, resistance is at $2,650,
whereas below $2,475, support
isat$2,400.

Since zinc seems to be losing
momentum on the upside, as |
indicated by the price action on
the MCX and the LME, traders
are‘advised to exercise caution.
It is recommended to stay on
the sidelines and initiate fresh
long positions after the price
decisively breaks a,bove %192.7.

Note: The recommendations are
based on technical analysis. There
isarisk of loss in trading.
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Slowdown no dampener for
district mineral fund mop-up

Contribution jumps X1,731 crore to
X32,551 crore despite lower ore demand

SURESH P IVENGAR

Mumbai, November 7

The contribution to the dis-
trict mineral fund (DMF) by
miners in 21 States have in-
creased by 1,731 crore in
September despite the eco-
nomic slowdown impacting
demand and metal prices
crashing across the board.

Leading miners, who have
to set aside a part of the
value of mined mineral
towards DMF, have con-
tributed ¥32,551 crore in
September against [w]
31,831 crore paid in Au-
gust, an increase of two per
cent.

The increase in DMF contri-
bution last month was due to
higher mine production and a
slight increase in value of
mined ore, said an analyst.

Funds collected from major
minerals other than coal and
lignite increased by ¥915 crore
to 15,605 crore (X15,241 crore).
Similarly, contribution of coal

and lignite mines increased by
X629 crore to 13,850 crore.
Mop-up from minor minerals
increased by X187 crore to
3,096 crore.

Odisha, Jharkhand top
In September, Odisha topped
the list in DMF collection at
8,474 crore (38,253 crore), an
increase of %221 crore in a
month. As of last
E month, the State had
" spent 2,096 crore in
5,885 welfare projects
around the mining dis-
tricts. It has allocated
38,146 crore to 3,887 ongoing
projects.

Jharkhand collected 4,718
crore (X4,585 crore). Interest-
ingly, the State has announced
completion of 5,136 projects
and scrapped 107 projects in
September against none in Au-
gust and July. It has allocated
4,322 crore towards 10,879
projects and among them 773
projects are yet to start.

In September, Odisha topped in DMF collection atZ8,474 crore, an

increase of ¥221 crore in a month (file photo) RAGHUVIR SRINIVASAN

With a collection of 4,524
crore (%4,435 crore), Chhattis-
garh ranked third. The State
had completed 868 project as
of last month reducing the on-
going projects to 9,740 (10,184)
and scrapped 1,576 (1,448). The
State had spent 2,982 crore in
20,461 projects.

Rajasthan collected 3,157
crore (¥3,092 crore) and Mad-
hya Pradesh 2,613 crore
(¥2,556 crore). ‘

Of the 16,646 projects sanc-
tioned in Rajasthan about
6,610 projects are yet to start

and 2,439 projects have been
scrapped. The State has so far
spent only ¥667 crore in 3,125
projects and has allocated
%2,600 crore for 4,472 projects.

In Madhya Pradesh, of the
8,480 projects identified
about 2,063 are yet to start
while 3,448 projects have been
completed. The State has alloc-
ated X751 crore towards 2,687
projects.

Telangana has collected
%2,652 crore (X2,632 crore)and
spent X214 crore in 3,562
projects.
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Expiring mine leases may hit steel sector hardest

329 mines are to be auctioned, but are
not seen fetching good prices, given the
prevailing low raw material prices

SURESH P IYENGAR

iwumbal, November7

The leases of 329 mines of private
mining companies, including 48
operative and 281 non-operative
mines spread across ten States,
will expire in the next four
months, leading to supply dis-
ruptions of key raw materials to
various manufacturers.

. These mines are slated to be
put on auction but may not fetch
a good price given the global un-
certainties and the prevailing low
raw material prices. Also, debt-
laden metal companies may not
bid aggressively.

Moreover, metal prices, which
are ina down-cycle, are not expec-
ted to revive any time soon with
the US-China trade war persisting
despite the talk of imminent res-

olution. While the mining leases
of private commercial miners are
being cancelled, the government
recently renewed, up to 2030, the
leases of captive mines allotted to
top corporates.

" RK Sharma, Secretary-General,
Federation of Indian Mineral In-
dustries (FIMI), said one does not
understand the logic behind
such discrimination. “Nowhere
in the world two sets of people
from the same industry are
treated differently and discrimin-
ated under a common law;” he
said. The = bottlenecks are a
hindrance to growth and need to
be removed, he added.

Odisha worst affected
Half of the 48 operative mines
whose leases will expire in March

What works againsttheauctions ~ '/ . |-
= Raw material prices are ruling low

= Debt-laden-metal companies may

not bid aggressive_jy

etal prices are in a dewn-cycl
nd are unlikely to revive amid

;

While the mining leases of private commercial miners are

being cancelled, the Centre re

=

ntly renewed, up to 2030

the leases of captive mines allotted to top corporates

are in Odisha, six each in
Jharkhand and Karnataka, five in
Gujarat, three in Andhra Pradesh,
two in Rajasthan, and one each in
Himachal Pradesh and Madhya
Pradesh.

Among the non-operative min-
ing leases that are expiring, 184
are in Goa, 42 in Karnataka, 12
each in Jharkhand and Madhya
Pradesh, nine in Maharashtra,
seven in Odisha, six each in

Andhra Pradesh and Gujarat, two
in Rajasthan, and one in Hi-
machal Pradesh.

Iron ore supply to the steel in-
dustry would be the worst hit
since, of the 329 mines, 232 are of
iron ore. Of these, 24 are operat-
ive. The majority of non-operative
iron ore mines are in Goa, where
thereisablanket miningban,

Besides iron ore, the mining
leases of 21 manganese mines, 14

of bauxite, 23 of limestone, four of
chromite, two of graphite, one of
garnet and 32 of other minerals
will expire in March.

Working mines, mostly in
Odisha and Jharkhand, handle 45
per. cent of the iron and man-
ganese requirements of steel
plants in the eastern sector.

Material removal

FIMI's Sharma said the situation
is alarming because in case a
lessee is not able to retain the
mine, he gets seven months to re-
move all material from the site.
“How he removes and where he
keeps that material is another is-
sue,” he said.

Further, the raw material sup-
plies to steel manufacturers will
also be disrupted at a time when
India is looking to produce about
300 mt of steel in the next five
years and become the second-
largest producer in the world, he |

added.

BUSINESS LINE DATEL12019 P.N.10

COMMODITY CALL

AKHILNALLAMUTHU

BL Research Bureau

The price of zinc has margin-
ally moved up since last week
but could not form a new high
as bulls seem to be losing.
steam. The November futures
contract of the metal on the
Multi Commodity Exchange,
trading at %190 a kg after boun-
cing from the 50-day moving
average support, is facing a res-
istance area between %191 and
%192.7 — the 50 per cent Fibon-
acci retracement level of the
previous downtrend.

While the moving average
convergence divergence indic-
atoris showing lack of strength
through bearish divergence,
the crossover of the 21-DMA

above the 50-DMA indicates a
| -

potential bullish trend re-
versal. But for a sustainable
rally in the contract, the price
must decisively close above
192.7.

If the bullish momentum re-
gains traction and the futures
rise above %1927, the contract
has the potential to appreciate
towards ¥200 over the me-
dium term. On the other hand,
if the prevailing sluggishness
attracts more bears, the con-
tract could depreciate towards
the immediate support at
%186.7. The support below that
level isatX183.7.

The three-month rolling for-

ward contract of zinc on the -

LME, trading at $2,475 a metric
tonne, could not continue its
uptrend after breaking the res-
istance of $2,500 last week. The
contractrose to $2,560 and star-
ted to moderate, and it even

MCX-Zinc facing a strong barrier

slipped below $2,500. The price
seems to be consolidating
between $2,475 and $2,560,
which also happens to be the
50 per cent Fibonacci retrace-
ment level. The next leg of the
trend can be confirmed along
the direction of the break on
eitherside of the range. Beyond
$2,560, resistance is at $2,650,
whereas below $2,475, support
isat$2,400.

Since zinc seems to be losing

momentum on the upside, as |

indicated by the price action on
the MCX and the LME, traders
are"advis,gd to exercise caution.
It is recommended to stay on
the sidelines and initiate fresh
long positions after the price
decisively breaks qbove %192.7.

Note: The recommendations are
based on technical analysis. There
isarisk of loss in trading.
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Coal Ministry triples
compensatlon for fatal
mine accidents to ¥15 lakh

OUR BUREAU

New Delhi, November 7

Families of victims of fatal
coal mines accidents will
now get an ex-gratia amount
%15 lakh for the death of
their kin. This 300-per-cent
hike in  compensation
amount was announced by
Minister of Coal and Mines
Pralhad Joshi.

Speaking to coal miners at
Mahanadi Coalfields Limited
(MCL) in Odisha, Joshi said
that this welfare measure
will cover over 3.5 lakh famil-
ies of miners working under
Coal India and its subsidiar-
ies in eight States.

Joshi said, “I announce en-
hancement in ex-gratia from
%5 lakh te 15 lakh for the

» coal workers, both perman-
"ent as well as the contract-
ors, in case of fatal mine acci-
dent.”

He also announced that
the Mahanadi Coalfields
would offer employment to
over 4,000 land oustees by
the financial year 2024-25.

Joshi said that Mahanadi
Coalfields will invest more
than 9,000 crore in years to
come for creation of railway
infrastructure enabling
seamless transportation of
coal from across MCL mines.

Powerplus Traders bags
Jagannathpur B coal mine

OUR BUREAU
New Delhi, November 7
Jagannathpur B coal mine has
been awarded to Powerplus
Traders Private Ltd in the
eighth tranche of e-Auction
for Coal Mines. The block was
bagged at a bid price of %185
per tonne for the coal mined.
Jagannathpur B is the fifth
of the 20 coal mines up for
auction in the current round
of coal mine auctions that
have been awarded till now.
According to a statement

by MSTC Ltd, the Bhaskarpara

coal mine in Chhattisgarh
was awarded to Prakash In-
dustries Ltd at a winning bid
price of X1,100 per tonne.

The other blocks awarded

till now are Brahmapun and
Bikram in Madhya Pradesh
and the Gare Palma IV-1 block
in Chhattisgarh. Brahmapuri
was bagged by Birla Corpora-
tion Ltd at X156 per tonne, and
also Bikram at 3154 a tonne.

The Gare Palma IV block
was bagged by Jindal Steel
And Power Ltd at X230 a
tonne.
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TINA EDWIN
|. New Delhi, November 7

The consumer demand for
gold from India in the July-
September quarter fell about
32 per cent from a year ago
to 124 tonnes, its lowest level
in 13 quarters.

Demand was hurt by elev-
ated prices of the yellow
metal, dampened consumer
sentiment due to the eco-
nomy slowing, and an in-
crease in import duty in July
from 10 per cent to 12.5 per
cent. India was not the only
country to experience a de-
cline in demand for gold,
global consumer demand
shrank 28 per cent in that
quarter to 611 tonnes, from a
year ago, and China’s de-
mand contracted 25 per cent,
the latest quarterly update of
the World Gold Council
reported.

At that level, consumer de-
mand for gold was at its low-
est in any quarter of the cur-

farming sector and muted
wedding season buying due
to elevated prices of the yel-
low metal pulled demand
down to the level last seen in

"Inlove over gold, India
faces China challenge

India for the first nine
months of the current calen-
dar. China’s demand for gold
for jewellery was estimated
at 476 tonnes, compared

April-jJune  2016. with 396 tonnes
Gold prices had > ). from India. The
soared from  china’s demand gap in demand
334,000 per 10 g0 gold for between the two
grams at the end jewellery was countries  was
of June 2019 to estimated at 476 the widest in
339,000 by the tonnes, compared 2013, with Chi-
first week of with 396 tonnes na's demand be-
September. Fomindia ing 52 per cent

China’s’  de- higher at 939

mand, too, was

dented by soaring prices and
weaker consumer sentiment.
However, the sequential rise
in prices of gold in China
was a slower 8.7 per cent
compared to 156 per cent in
India.

2. China demand higher

The demand for gold from
China exceeded that of India
for the first time in 2013
when the Indian govern-
ment tamped down

rent decade,
quarterly demand
data beginning from

2010 published by
the WGC show. More
significantly, China
has firmly displaced
India as the world’s

Scan & Share

demand with
higher duties and
various import re-
. strictions amid a
worsening current
account. The same
year demand from

leading consumer of
gold.

Here are five significant
trends that have emerged in
the-demand for gold.

1. Sharper fall in India
The overall consumer de-
mand for gold from China
was 61 per cent higher com-
pared to that from India in
the July-September quarter,
even though €hina, too, ex-
perienced a 25 per cent drop
in demand to 199 tonnes.
Clearly, the distress in the

China jumped 57
per cent to 1,345 tonnes
while demand from India
grew a tame 5 per cent to 959
tonnes. Demand has de-
clined in both countries
since that year.

Overall demand in the cur-
rent calendar year in both
the countries is anticipated
to settle much lower.

3. China loves jewellery

The demand for gold for jew-
ellery from China was over
20 per cent higher than from

18

tonnes com-
pared to 628 tonnes from
India.

4. Bars & coins lose sheen
Back in 2010, Indians’ de-
mand for gold in the form of
bars and coins was about 50
per cent more than China’s.
Indian consumer demand
was estimated at 340 tonnes
compared to 184 tonnes from
China.

In 2018, it had fallen to
about half of China, with de-
mand at 162 tonnes com-
pared to 308 tonnes from
China. .

For the nine months of
this calendar, India’s de-
mand for gold as coins and
bars was 38 per cent lower at
100 tonnes compared to 163
tonnes from China.

5. China’s huge reserves
China’s official holding of
gold, with its central bank,
the People’s Bank of China, is
more than three times the
holding of India, kept with
the Reserve Bank of India.
The WGC report estimates
that China held 1,948 tonnes
of gold as of September 2019.
In comparison, India held
618 tonnes, of which 405
tonnes was acquired in 2018.




Even as signs of easing trade ten-
sions between the US and China
have increased the risk appetite
in financial markets, propelling
equity markets higher, they have
sent gold prices hurtling down-
wards.

On Tuesday, the yellow metal
fell well below the psychological
$1,500 a troy ounce mark, and for

~

BUSINESS LINE DATEL182019 P.N.10

a while, lost as much as $25/0z.

. Speculative capital had for some

time, and especially during Octo-
ber, propped up gold prices
above $1,500/0z as evidenced by
the build-up of long positions on
the bourses and inflows into
ETFs. This fickle capital has now
begun to move out, wiping out
the price gains of lastmonth.

Investors jittery

If anything, less-committed in-
vestors have turned somewhat
jittery. The rate cut by the US Fed

is now seen as supporting the
equity market.

Exacerbating the sentiment
was the World Gold Council’s
quarterly report that confirmed
the anecdotal evidence that was
widely available — that physical
demand in two of the world’s
largest importers and con-
sumers — China and India —has
slumped. In the third quarter, In-
dian consumption was down by
a whopping 32 per cent year-on-
yearand in China down by 12 per
cent.

As mentioned in these
columns in the past, enervated
physical demand is sure to catch
up at some stage, notwithstand-
ing that gold is treated as a finan-
cial and safe haven asset. Gold
bulls cannot ‘talk the market up’
all the time. High local prices
have resulted in demand
destruction.

Beyond the biting point of
around ¥32,000 per10 grams, de-
mand tapers off rapidly. It is, of
course, well recognised that In-
dia is a price-sensitive market

and  Indian  consumers
price-conscious.

Imports into India have fallen
in successive months from the
highs seen in April and May this
year. In October, imports stood at
an estimated 38 tonnes, down a
third from last year.

The festival season in India wit-
nessed subdued demand, bely-
ing the fond hopes of many
punters.

In China too, weaker currency
and slowdown in economicactiv-
ity have taken a toll on physical

is now below $1,500/0z, and why it may facd

demand as evidenced by slowing
imports.

Recycled gold comingin

If anything, high prices are en-
couraging recycled gold to come
into the market, which hasadded
to supplies and helped reduce
imports. Looking ahead, the yel-
low metal is likely to continue to
be under pressure for the rest of
the year. One can expect demand
conditions to continue to remain
enervated in the next several
months as economic conditions

—_

in India and China remain far
from supportive. Attempts to
lobby the Indian government to
reduce the rate of import duty
haveyielded nothing.

However, central bank buying
is likely to come as a saving grace
for the precious metal. In the first
three quarters, purchases by
central banks aggregated 548
tonnes and indications are that
for the full year it may touch 650
tonnes. Y kB

On balance, it is pbssible the

yellow metal may test $1,450/0z

in the coming weeks as we move
towards the year-end.
Silver prices too have been

buoyant with the support of '

strong investor demand. Net
long positions in the futures mar-
ket have been rising. Silver has
the potential to continue to stay
in the vicinity of $18/oz in the
coming weeks.

The writer is a policy
commentator and commodities
market specialist. Views are
personal
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