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AP allots 860 acresin Nellore to

Jindal Steel for 1ntegrated plant

The facility will be
set up at a cost of
7,500 crore

V RISHI KUMAR
Hyderabad, july 15
Jindal Steel Andhra, part of
the OP Jindal Group, has
been allotted 860 acres of
land in Thamminapatnam
of SPSR Nellore district -of
Andhra Pradesh for setting
up a ¥7,500 crore, 2.25 met-
ric tonnes per year (MTPA)
integrated steel plant.

The Industries
and Commerce

Proposed plant will make
TMT bars and wire rods

land was cancelled as Kin-
neta Power could not imple-
ment a coal-based thermal
power project at the APIIC
allocated land.

Job creation

. Jindal Steel &

Department, in expects Power proposes
a government ::?:n’::;:ty 2.560 : to set up the
order, allotted people directly plant for manu-
the land to Jin- 35400 people ! facturing of TMT
dal Steel & In&lrectly Wit s bars and wire
Power., Gur- period of four years rods.
gaon. It expects to
The Andhra provide employ-
Pradesh Industrial Infra- ment to 2,500 people dir-
structure Corporation ectly while it plans to em-

(APIIC) was directed to can-
cel the land allotment made
in favour of Kinneta Power
and allot the land for the
proposed steel plant. The

ploy 15,000
indirectly over a period of
four years.

The group has dominant
presence in steel; power,

people

mining and infrastructure
sectors with a total steel pro-
duction of 11.6 MTPA and has
expertise in running integ-
rated steel plants in Odisha,
Chhattisgarh and
Jharkhand.

Approval

As per the Land allotment
Policy, the proposal was ap-
proved by the Secretaries’
Committee which was later
approved by the State Invest-
ment Promotion Board
(SIPB) chaired by Chief Min-
ister YS Jagan Mohan Reddy
on June 29, 2021 for allot-
ment of land to JSPL, as per
the rate fixed by the Price
Fixation ~Committee of
APIIC.

However, the developer is
expected to bear the costs of
relief and rehabilitation.

The APIIC, Mangalagiri,
the nodal agency for land al-
location to industries, has
been asked to take necessary
action accordingly and, in-
timate the status of the pro-
gress of work done by the
unit from time to time to
the government.
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Steel companies seck quality control

Make quality
certification
mandatory: ISA

SURESH P IYENGAR

Mumbai, July 15

The Indian Steel Association
(ISA) has urged the govern-
ment to enforce quality con-
trol order for tin-mill steel
imports.

In a submission to the Min-
istry of Steel, the Association
said the quality certification
should be made mandatory
as tin steel is used for critical
applications such as food, oil
packaging, paint, aerosols
and battery jackets. “Despite
being among 145 out of 193
steel products that are in-
cluded in QCO, tin-mill steel
standards are still awaiting
enforcement,” it added.

Hamper investments
India has been a dumping
ground for over 1.5 million

India has been a dumpin
ground for over 1.5 m tonnes
of non-prime tin-mill steel

tonnes of non-prime tin-mill
steel leading to closure of
production facilities of re-
puted manufacturers, acting
as a major deterrent for in-
vestments. Large-scale im-
ports and non-enforcement
of tinplate under the man-
datory quality control order
will hamper future invest-
ments being made under the
PLI scheme, it said.

Tinplate and tin-free steel
are one of the top value-ad-
ded products and recyclable
packaging solution to re-
place plastic. Indja has a tin

plate capacity of 7.40 lakh
tonnes against overall de-
mand of about 6 lakh tonnes.
Another 2.90 lakh tonne of
new capacity is being added
this fiscal, taking overall in-
stalled capacity to over 10
lakh tonne. Despite the grow-
ing domestic market, capa-
city utilisation of tin-mills
was at 70 per cent even after
exporting 15-20 per cent of
domestic production.

About 70-75 per cent of tin
steel is used for food pack-
agings such as edible oil,
ghee, baby food, canned
fruits and vegetables, bever-
ages, and many other food
products. Developed eco-
nomies have identified India
as one of the major dumping
destinations to salvage their
defective steel, exploiting
and managing the loopholes
in the respective product
standards, at the cost of
safety and health of Indian
consumers at large, said ISA.
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| Back to the Gold Standard

January and February 2020, for instance,
before the pandemic hit, when gold was
pegged ataboutz39,200and 241,750 respec-
tively. To account for these fluctuations,
website Candere by Kalyan Jewellershas
pushed anew installmentscheme, ‘Double
Gold Rate Protection, where it protects

Varuni Khosla

t KS Durlabhyji, a high-end jewel-
lery store in Jaipur’s upmarket

. C-Scheme, business is steadily
icking up after the second wave

There were almost no takers for jewellery as the pandemic
ravaged India, but a recovery is in sight. Jewellers are pinning
their hopes on the upcoming wedding and festive seasons

by September, there willbe a strong spike
indemand even when pricesremainvola-
tile.” That’s when the next wedding sea-
son willbegin. “Buyers who will besitting
onthefence will convert,” he says.

For many organised players, the story
has been no different.

For the quarter ended June 30, Titan said
in a report that its jewellery division of
Tanishq and Zoya grew by 107% (exclud-
ing bullion sales), compared with last
year but this was primarily because of
almost zero sales in April last year. May
was a washout in 2020 as well as 2021 —
revenue contributions for April, Mayand
Junein2021 wereabout50%,10% and40% .
respectively. Titan spokespersons were
unavailable for comment for this story.
“Iwould term this as neutral business,
which is just about 10-15% up from what
we usually do in this period. A lot of peo-
plearefearful of spending and the luxury

customers from any surges in price once
they sign up for the scheme.

However, jewellers are much more hope-
fulnow. “Wehavedone weddingringsand
jewellery, anniversary and birthday gifts,
giftsfornewbornsetc. People havestarted
investinginjewellery,diamondsand gem-
stonesagain,” says Durlabhji.

The January-March period also coin-
cided with the wedding season in India,
but a surge in Covid-19 cases due to new
variantssignificantly impacted key mar-
ketsacrossthe world, including India, ac-
cordingto the World Gold
Council.

Currently, gold
jewellery demand
entirely depends
on whether a third
wave will happen
ornot. World Gold
Council India MD
Somasundaram
PR says, “We know
by now that Covid
isn’t going away. But

of Covid1-9 knocked precious jewellery
out of the consideration set — partially
because of tightened finances and the
drasticreduction in the size of weddings.
But Ruchi Durlabhji, partner at the
iconic Jaipur store, says that sentiment
isimproving. Some of her clientshave, in
the last week alone, picked up a Ganesha
gold pendant, diamond weddingbands,an
emerald and diamond weddingring, and
polkirings. Durlabhji, who says business
is still inching towards its 2019 level, is
confident of a bounce-back soon.
Inthelastquarterof2020-21, India’s gold
consumption was up 37% to 140 tonnes
over the same period in 2020, just before
the first lockdown. But for many sellers
what was to follow was another death
knell. Thesecond wave dried up business,
and even as it waned, higher gold prices
putadamperonany possiblerecovery.
¢ InJune this year, gold prices hovered
' around the 49,000 mark for 10 grams of
24 carat gold and dropped only slightly
in July toaround 247,850. There has been
about an 18% increase in price since
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TR NMDC ¥178.60

SATYA SONTANAM
BL Research Bureau

Within a week of completion of offer
for sale (OFS), NMDC announced the
board’s approval to demerge its yet-
to-be-commissioned steel plant at
Nagarnar in Chattishgarh state. The
demerger plan is not something new.
The Cabinet Committee on Economic
Affairs, in October 2020, already had
given its approval to the demerger of
steel plant, as well as, strategic di-
vestment by the government of its
stake in the steel business.

The board’s approval begins the
formal demerger process, which is
considered a value unlocking move
for NMDC. The capex already spent
by NMDC on the steel plant is about
18,500 crore, with the total capex
plan at ¥21,300 crore.

Currently, NMDC'’s 3-million tonne
capacity steel plant is a part of NMDC
and would now need further ap-
provals from the NCLT and the ex-
changes for the demerger. Post de-
merger, NMDC Steel would be
separately listed on the exchanges.

Since our ‘accumulate’ call on
NMDC in December 2020, the stock
has gone up by 54 per cent to Rs 178
per share. Value unlocking from de-
merged steel business could provide
some margin of safety to NMDC's

current price in case of a reversal in_

the commodity cycle and thus, exist-
ing investors with long term per-
spective can continue holding the
stock.

Demerger process

As part of the ‘demerger process,
NMDC will issue to its shareholders
(as of the record date of demerger -
yet to be determined) 1 share of
NMDC Steel for each share held by
them in NMDC.

Value unlocking

begins

Share price of

Thus, NMDC Steel's shareholding
pattern will mirror the shareholding
pattern of NMDC once the demerger
scheme becomes effective and NMDC
inevestors will own shares seperately
in the mining business (NMDC) and
the steel business (NMDC Steel) in
lieu of their holding in combined
NMDC (mining and steel).

Meanwhile, investments held by
NMDC in NMDC Steel will be can-
celled. Note that there will be no
change in the shareholding pattern
of NMDC as a consequence of the
scheme.

Impact on NMDC

NMDC, in 2001, announced its plans
to construct the steel plant with a
view to expand into forward integra-
tion. Now, the company believes, and
rightly so, that the demerger will add
more value to its shareholders.

IMDC Steel
would be in 16 to 50 range

GETTY IMAGES/ISTOCKPHOTO

NMDC thus far has funded the steel
plant capex through internal accru-
als shifting the focus to an extent to-
wards steel plant.

Further, the ramp up process of a
steel plant can take at least a year,
and there could be material costs
and losses initially, which may im-
pact the profits of the iron ore busi-
ness.

Also, NMDC doesn’t have any ex-
perience in running a steel business
which may hinder realisations and
profitability.

Hence, merger gives an opportun-
ity for NMDC to focus back on the or-
ganic, high returns-iron ore busi-
ness. The success of the steel
business depends on the new inde-
pendent managment/board and the
prospects of the industry going
ahead.

Any supply of iron ore to the steel

!

plant, in the future, would be at
arm’s length pricing and provides
some business to NMDC.

Valuations

The steel plant would have a flat steel
production capacity of 3 mtpa and
its product mix comprises of HRC,
HR plates, pipes, cylinders, and auto
grade sheets. Based on the capital
work-in-progress of about 18,500
crore for steel business, the book
value of the NMDC Steel comes to al-
most T60 per share . Considering the
P[B valuation of about 025-0.8
(based on P/B valuations of steel PSU,
SAIL in the last decade) , the share
price of NMDC Steel would be in the
range of 16 to almost ¥50 per share.

The value of steel business im-
proves with commissioning, and
when the government finds a suit-
able partner for the steel business.
The management believes the steel
plant demerger process is likely to be
completed FY22 end. Delay in com-
missioning can create valuation
overhang.

At the current market price, on the
basis of forward estimates of earn-
ings for the current fiscal, NMDC
trades at about 5 times versus a
three-year average of 7.6 times. While
the current valuations look cheap
compared to its historical average
and the decent outlook in the cur-
rent industry environment, risks in
case of any downturn in the com-
modities cycle needs to be factored.
Also after factoring additional
premium to be paid by NMDC on
iron ore sales from this year and
some uncertainty on the timing of
steel plant commissioning, the risk
reward appears balanced with the
value of to-be demerged steel busi-
ness providing some margin of
safety.
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KEY LEVEL

The MCX-Gold
contract faces
200-DMA resistance
ataround ¥48,520
but it will most likely
rally past this level

BULLION CUES

Bulls ti ghten grip on gold

Silver continues to
lag and the trend
remains unclear

AKHILNALLAMUTHU
BLResearch Bureau

The World Gold Council (WGC) in its
mid-yearoutlook hassaid gold is heavily
influenced by interest rate movements.
Increase in rates can create headwinds
for the yellow metal. However, the re-
port added that central banks can be
cautious and even as there are risks,
there are also opportunities. Gold could
have upside potential from new vari-
ants of coronavirus, an accelerated eco-

nomic recovery, or inflation. As in- .

vestors have added more risk to their
portfolios due to the ultra-low interest
rate environment, they have a case for
adding gold for downside protection
and diversification. The report also
shows that momentum has been the
biggest driver in June quarter.
Momentum can sustain given that
the net long positions for gold in the

COMEX are showing signs of improve-
ment this month. The net longs had de-
clined in June after rising in the preced-
ing two months. The Commitment of
Traders (COT) report published by the
Commodity Futures Trading Commis-
sion (CFTC) shows that net longs in July
stood at 612 tonnes compared to 632
tonnes in June. Given bullish inclina-
tions, net long positions can improve
considerably in the latter half of this
month.

From the perspective of weekly
change in price, gold ended the week
marginally higher whereas silver closed
lower. Gold posted a minor gain of 03
per cent each in terms of dollar and ru-
pee as it closed at $1,8122 (per ounce)
and at 348,053 (per 10 grams) (August
futures). Silver ended the week at $25.67
(per ounce) and at 68,319 (per one kg)
(September futures) in terms of dollar
and rupee, respectively, losing about 1.5
per centeach.

MCX-Gold (¥48,053)

Gold futures, which slowed down after
facingan obstacle at ¥48,000, managed
to breach this level last week and closed

GETTY IMAGES/ISTOCKPHOTO

at ¥48,053 on Friday. Although it began
the week on a weak note, the contract
took support of ¥47,500 and turned up-
wards. In subsequent sessions, the con-
tract gradually gained and moved bey-
ond 48,000 as well as the 50-day
moving average and registered a fresh
monthly high of ¥48,501 on Thursday.
The contract appears bullish, and is
likely to appreciate further.

Reinforcing bullish undertones, the
daily relative strength index (RSI) has
moved above the mid-pointlevel of 50,a
positive indication, and the moving av-
erage convergence divergence (MACD)
on the daily chart is on the verge of en-
tering bullish territory from the neutral
region. The contract has closed in the
green for four consecutive weeks and
the weekly chart shows that it has
formed a higher base in price range of
46,500 and ¥47,000, which can be an
indication that the bulls are taking con-
trol. But the number of outstanding
open interest (OI) of all active futures
contracts dropped to 14,637 from 15,015
over the past week, a sign of caution. Un-
less the contract falls below 46,500,
the trend for the rest of the year will

L]
show upward inclination.

The contract faces 200-DMA res.st-
ance at around ¥48,520. Nevertheless,
considering the prevailing price action,
the contract will most likely rally past
this level and test the next resistance at
49,300 and it can even touch the crit-
ical level of ¥50,000. Hence, traders can
consider going long in futures. But in
case the uptrend loses traction and
sellers capitalise on itand drag the con-
tract below 348,000, it might decline to
the support band of ¥47250 and
47500, where 2rDMA coincides.
Chances of this support being breached
are low.

MCX:Silver (¥68,319)
The underperformance of silver contin-
ues as it struggles to find direction and
continues to trade sideways. It was held
within the price levels of 367,700 and
¥70,000. Despite the futures charting a
sideways trend at broader level, it lost
about 15 per cent last week accompan-
ied byan increase in the number of out-
standing OI of all active futures con-
tracts - to 13,314 on Friday compared to
11,116 before aweek back. Though thisisa
bearish signal, the next swing in price
will be unclear until the contract contin-
ues to remain within the range.

The contract carries a negative bias
which can be observed on the charts as
well. Indicators - the RSI and the MACD -
though has remained flat since past
couple of weeks, they stay in their re-
spective bearish zones. The average dir-
ectional index (ADX) shows that bears
have more strength.

Thus, traders are recommended to
stay on the sidelines until the futures
either break 367,700 or ¥70,000. A clear
breakout of ¥70,000 can induce sub-
stantial positive momentum and con-
sequently, the contract can be expected
to ease past the immediate hurdle at
¥71,300 and touch ¥72,000. Above this
level, the price could rally to ¥73,000.0n
the other hand, if the contract slips be-
low the crucial support of ¥67,700, the
short-term trend can turn weak. Below
this support, the sell-off can intensify
and the contract candecline to¥65,000.
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Steel Cos for Easing GST Burden
on Scrap Metal Used as Input

Our Bureau

New Delhi: After increased scrutiny by
GST authorities, steel companies that
_ use scrap metal as input have suggested
removal of tax on sale of the raw materi-
al between dealers and imposition of the
levy on its sale to manufacturers under
reverse charge mechanism.

The AllIndia Induction Furnaces Associ-
ation, which represents 35% of the count-
ry's steel production capacity, has petitio-
ned the finance ministry on the rampant
action by intelligence bodies and the need
for correcting the tax framework.

The representation follows the rise in
instances-of GST (goods and services
tax) authorities unearthing fraudulent
input tax credits. An industry executive
said that despite taking all precautions--
suchasmatchingof invoices with details
intheform GSTR-2A, actual receipt of go-
ods, and possession of tax invoice-the
credits claimed by the manufacturers ha-
ve been disputed by the field formations.

Also, in multiple cases, field formations
have instructed manufacturers tonot rece-

ive goods from suspicious dealers, which
the industry says is leading to significant
disruption in the supply chain and produc-
tion plans of steel manufacturers.

One of the options suggested by the as-
sociation in a representation, reviewed

" by ET, includes exempting sale of metal

scrap between scrap dealers and imposi-
tion of tax under reverse charge mecha-

nism on sales to manufacturers, who can
pay GST and claim input tax credit.

“The rationale behind this option is
that all metal scrap eventually ends up
with manufactures only (since there is
no alternate usage of scrap), and, there-
fore, GST liability can be fastened on the-
se manufacturers,” said another indust-
ry executive.

The industry body has also suggested
rationalising GST rate on metal scrap to
5% from the existing 18%, with all other
kind of scrap--suchas plastlc rubberand
wood--already being in that bracket.

“The steel scrap recycling industry is
struggling under GST, given the trust defi-
cit between the government and the in-
dustry,” said Sudhir Goyal, member, All In-
dia Induction Furnaces Association. “A le-
ap of faith in the form of rate rationalisa-
tion on metal scrap will go a long way in
supporting and simulating the industry.”

One of the executives cited earlier said,
“It is only fair to reduce the GST rate on .
metal scrap as well to 5% to bring all
kinds of scrap at a uniform rate. This al-
soreduces the scope for tax evaders to in-
dulge into fraudulent practices.”
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DRDO indigenously develops
high-strength beta Titanium
alloy for aerospace applications

NEW DELHI, July 20 (PTI) weight savings, it noted.

Development
Organisation has
indigenously devel-
oped a high-
strength beta tita-
niumalloyfor man-
ufacturingintricate
components for |
aerospace applica-
tions, the Defence
Ministry said on
Tuesday.

“Some of the
components which

THE Defence Research and

may be forged from this alloy
includeslat/flap tracks, landing gear
and drop link in landing gear -
amongseveral others,” the Ministry
said. The excellent forgeability and
high strength-to-weightratio ofthe
beta titanium alloyfacilitates man-
ufacture of intricately configured
components for aerospace appli-

cations with potential for significant

Their relatively lower lifetime
cost, owing to superior corrosion

nium, is used by many developed
nations as a substitute for the “rel-
atively heavier traditional Ni-Cr-
Mo structural steels to achieve
weight savings”, it said.

Defence Minister Rajnath Singh
on Tuesday congratulated the
DRDO and the industry for indige-
nous development of the beta tita-

nium alloy.

resistance in
comparison to
steels, isan effec-
tive trade-off to
justify the use of
this expensive
material in India
too, the ministry
said. The beta
titanium -alloy,
which contains
vanadium, iron
and aluminium
along with tita-
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Copper may fall below X700

AKHILNALLAMUTHU °
BL Research Bureau
Copper, one of the best per-
forming commodities last
year, continued to gain in 2021.
However, since May, the metal
has started to show signs of
weakness. As a result, the con-
tinuous futures contract of
copper on the Multi Commod-
ity Exchange (MCX) has been
on a downswing since mid-
May after peaking at I812. Al-
though the year-to-date per-
formance is still positive, the
contract, currently hovering
around X715, has corrected to
38.2 per cent Fibonacci retrace-
ment level of the prior rally.
Looking at the price action
on the daily chart, the futures
has been registering lower
highs and lower lows for the
past couple of months. Notably
though, a month ago, the con-
tract made a low of ¥690 and

recovered slightly. Neverthe-
less, it was unable to rally past
the X736 resistance mark. It is
largely fluctuating between
X715 and X736. Though the
price action appears flat, the
bias is bearish until the con-
tract remains below the resist-
ance at ¥736. Bearish inclina-
tionisalso shown byindicators
such as the relative strength in-
dex (RSI) and the moving aver-
age convergence divergence
(MACD) on the daily chart.
While the RSI lies in the negat-
ive zone, the MACD is on the
verge of turning its trajectory
to the downside. Also, pro-
longed consolidation below
736 will increase the likeli-
hood of bears taking control.
Hence, traders can be bearish
and short the copper futures
with stoploss at ¥736. It is
likely to go below %700 and
touch X675 in the near-term.

i
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SUBRAMANI RA MANCOMBU
Chennal, july21

Silver will likely continue
to draw support from
green technologies world-
wide, though they have
dropped over 15 per cent
from the eight-year high
witnessed in February this
year.

Silver, which has
dropped 4.65 per cent since
the beginning of this year,
is currently quoted at $25.12
an ounce.

“Unprecedented investor
interest” in early February
saw silver topping $30 a
tonne before finding its
levels.

The white precious metal
hit a record $48 an ounce in
2011.

Under pressure

In India, spot prices topped
X73,000 a kg then, while fu-
tures on MCX zoomed to
¥73,666 a kg. On Tuesday,
spot prices ruled at
%66,980, while September

Despite falling 15% since Feb, long-term
prospects for the metal are good: Analysts

contracts ended at ¥66,597
akg.
Silver has been under
pressure since February on
a surge in the Covid pan-
demic and concerns over
recovery of the economy
that can impact the pre-
cious metal’s demand.

Analysts are unanimous
in their view that silver's
current fall is only for a
short tenure and its long
term prospects are good,
particularly since the metal
will find its use in various
applications, including
solar panels.

Silver is used in mobile
phones, tablets, laptops,
medical devices, industrial
devices and automotive ap-
plications, besides solar
panels. It has other uses,
too, such as in the power
industry.

According to the Silver
Institute, the industry’s
voice, silver supply this
year is likely to increase
eight per cent with mine

production also rising by a
similar margin to 848.5
million ounces (moz) from
784.4 moz last year.

Favoured over gold

On the other hand, demand
for the precious metal is set
to rise by 15 per cent this
year to 1,033 moz with in-
dustrial offtake alone es-
timated eight per cent
higher at 524 moz.

Among industrial uses,
photovoltaics use is expec-
ted to be 10 per cent of the
total consumption at 105
moz, up four per cent from
last year.

The market balance has
been projected 71 per cent
lower at 23.3 moz by the in-
stitute.

Physical investment de-
mand for the white metal
this year is expected to be
26 per cent higher than last
year at 252.8 moz.

Bank of America, in its
note for commodity in-
vestors, said that it fa-
voured silver over gold as
an investment strategy due
to this reason.

Inflation could be an ad-

Silver demand-supply balance

219 2020 2021
Mine output 8332 7844 8485
Total supply 10187 9762 1,053
PV demand 9.7 101 1050
Investment offtake 1857 2005 2528
Total demand 9954 8961 1,033.0
Market balance 23 801 23

Figures in million ounces *Forecast

ditional support for invest-
ment in silver as an asset as
it continues to be a safe-
haven investment, said Mo-
hit Oberoi, writing in Mar-
ket Realist.

Haven investment

Silver remains a haven in-
vestment, too, with a re-
cord 36,706 tonnes being
physically held in London
vaults as of the end of June,
he said, quoting the Lon-
don Bullion Market
Association.

Heraeus Precious Metals,
in its appraisal of the sec-
tor, said a surge in raw ma-
terial prices of photovoltaic
(PV) modules has resulted

Source: Silver Institute

in solar panel turning cost-
lier and the high cost could
weigh on demand for silver.

The long-term trend for
silver demand in PV mod-
ules is robust as deploy-
ment of solar energy is
growing.

A factor that could now
come into play with regard
to silver demand for PV
modules is the drop in the
percentage of the use in the
precious metal.

In his outlook for the pre-
cious metal last year, Gold-
man Sachs analyst Mikhail
Sprogis said that new solar
panels contained 25 per
cent less silver than the
older ones and this could

S| X
Silver may continue to get support from green tech

limit the growth of the
white metal. Its use will not
be eliminated, though.

Price forecasts
The Silver Institute has fore-
cast silver prices to average
at $27.30 an ounce against
$20.55 last year.

US multinational invest-
ment bank JP Morgan has
forecast silver to average at
$26.5, while another Bank
of America sees the metal
averaging at $29.28 an
ounce.

Earlier this year, a discus-
sion among investors on
“The biggest short squeeze
in the world” on Reddit's
Wall Street Bets group res-
ulted in Blackrock iShares
Silver Trust recording $944
million inflow on January
29.

The #silversqueeze fol-
lowed a run on stocks such
as  Gamestop, Blackberry
and AMC Entertainment on
Robinhood app.

Silver surged as investors
alleged that “big banks”
were artificially suppress-
ing the precious metal's
price.
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Cabinet Okays 6,322-Cr PLI Scheme
to Boost Spe(tlalty Steel Production

Incentlves to be provided over 5 years, likely to create over 5.25 lakh jobs; will lead to capacity addition of 25 MT

Press Trustof india

New Delhi: The government on
Thursday approved a %6,322-crore
production linked incentive (PLI)
scheme to boost production of speci-
alty steel in India.

A decision in this regard was taken
during the meeting of the Union Ca-
binet chaired by Prime Minister Na-
rendraModi, Informationand Broad-
casting Minister Anurag Thakur in-
formed.

He said that incentives worth Rs
6,322 crore will be provided over five
years and it would create over 5.25
lakh jobs. “It will boost manufactu-
ring and help in reducing imports,”
hetold reporters.

In a statement, the Ministry of Steel
said the scheme will also attract an
additional investment of about Rs
40,000 crore and lead to a capacity ad-
dition of 25 million tonnes (MT).

The duration of the scheme will be

five years, from 2023-24 t0 2027-28.

The PLI scheme will cover coated/
plated steel products, high strength/
wear resistant steel, specialty rails,
alloy steel products, steel wires and
electrical steel.

Thesesteel productsare used in whi-
te goods, automobile body parts and
components, pipes for transportation
of oiland gas, boilers, ballisticand ar-
mour sheets meant for defence apph
cation, hlgh speed railway lines, tur-

@ INCENTIVISING OUTPUT
The scheme proposes
toencourageeligible
manufacturers by paying
4-12%incentiveon
incremental production

bine components, electrical steel me-
ant for power transformers and elec-
tricvehicles.

The Steel Ministry further said In-
dia presently operates at the lower
end of the value chain in steel sector:
Value added steel grades are largely
unported inIndia.

“This is because of the disabiliti-
esfaced by the steel industry to the
tune of $80-100 per tonne, on acco-
unt of higher logistics and infra
cost, higher power and capital cost

and, taxes and duties.”

The objective of the PLI scheme for
specialty grade steel is to address this
challenge by incentivising produc-
tion of specialty steel within the co-
untry, itsaid.

The scheme proposes to incentivise
eligible manufacturers by paying bet-
weend4per centto12percent incentive
on incremental production.

PLI incentive will also help the Indi-
an steel industry mature in terms of
technology and move up the value
chain, the ministry said.

Any company registered in India,
engaged in manufacturing of the
identified 'specialty steel' grades, will
be eligible to participate in the sche-
me, according to the Steel Ministry.

The company hastoensurethatthe
steel used for making 'specialty ste-
el' is 'melted and poured' in the co-
untry, thereby ensuring end-to-end
manufacturing keeping in view the
Prime Minister's Atmanirbhar Bha-
rat' vision.
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Better realisation,
higher output
boost performance

OUR BUREAU

Mumbai, july 23

Sajjan Jindal-led JSW Steel has
recorded the highest-ever
profit of 5,900 crore in the
June quarter, against a net
loss of X582 crore in the same
period last year, largely due to
higher production and better
realisation.

Gross sales jumped to
%28,432 crore (11,454 crore).
The company recorded 315
crore as share of profit from
investment in its subsidiary
Piombino Steel which ac-
quired Bhushan Power and
Steel in March.

Crude steel production was
up 39 per cent at 4.10 million
tonnes (2.96 mt) while sales
- increased 29 per cent to 3.61
mt (2.80 mt).

[JSW Steel records highest-ever
profit of 5,900 crore in Q1

However, on a sequential
basis both production and
sales were down two per cent
and 11 per cent respectively on
back of slowing demand.

Fresh investment
JSW Steel will invest X750
crore in the promoters-
owned. JSW Paints in four
tranches over next four fisc-
als. In the first tranche, it had
invested X300 crore to ac-
quire 6.88 per cent equity
shares in the company.

The group captive scheme
allows a waiver of the cross-
subsidy surcharge and re-

quires the buyer to hold 26
per cent equity in the power
supplier.

Oxygen diversion

The average capacity utilisa-
tion at 91 per cent in the
quarter was down marginally
by 2 per cent compared to the
March quarter due to diver-
sion of oxygen for medical
purposes, the company said.

JSW  Steel  registered
highest-ever EBITDA of 9,491
crore, an increase of 18 per
cent quarter-on-quarter
primarily due to higher real-
isations which was partially
offset by an increase in raw
material cost, especially that
of iron ore and coal.

The company expects to
double Dolvi capacity to 10
mtpa by September quarter.
Of the planned capex of
18,240 crore in this fiscal, the
company has spent 32,688
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crore. :

JSW Steel to Invest Rs 750 cr in

Paints Venture,

Our Bureau

Mumbai: JSW Steel plans to in-
vest around Rs 750 crore in JSW
Paints in tranches over the next
three years.

“In the first tranche of the stra-
tegic investment, the company
will invest around Rs 300 crore
and subscribe to equity shares
equivalent to approximately
6.88% of the issued and paid-up
equity capital of JSW Paints du-
ring Q2 of FY 22,” JSW Steel said
while announcing its June quar-
ter earnings.

JSW Steel has been investing and
expanding capacities in its coated

e ‘ eres

M-2ir”

said JSW Steel in a statement.

business both organically as well
asinorganically. Additional colour
coating lines are being commissio-
ned at Vasind, Kalmeshwar, Vijay-
anagar and Srinagar.

“The paint companies in India
have limited expansion plans in
coil coatings that are consumed
by the company’s colour coating
business. It is important for JSW
Steel to strategically secure coil
coating supplies for colour coa-
ted steel, which is a profitable

downstream value-added pro-
duct,” the company said.

Many of the paint retailers can
bepotentialretailersfor JSW Ste-
el coated products enhancing the
retail footprintfor steel products,
the company said.

“JSW Paints approached the
company for an equity invest-
ment...Overall, this investment
will beavery good strategicfit for
JSW Steel - from jointly innova-
ting, securing supplies, to having
a strong competitive advantage,”

JSW Steel announced a CAPEX
plan of Rs 25,115 crore for the next
three years and it recently acqui-
red Asian Colour Coated Ispat in
October 2020 for Rs 1,550 crore.

”...The CAPEX will help us set
up-a state-of-the-art colour-coa-
ted facility in Jammu & Kashmir
to support local demand and de-
velopment in the state," said the
group's chairman Sajjan Jindal
inthe company'slatest annual re-
port.
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JSW Steel Posts
Highest-ever
Quarterly Net
Profitat 5.9k cr

Our Bureau

Mumbai: Steelmaker JSW Steel has re-
ported the highest-ever quarterly net
profitof 25,900 crore in the April-June pe-
riod, against a loss of 2554 crore in the
same period last year. \

The company posted a net profit of
¥4,191 crore in the previous quarter.

“The government continues to focus on
manufacturing, with the continued rol-
lout of the PLI scheme for various sec-
tors, including speciality steel. Construc-
tionand infrastructureac-
tivities are expected to
gain momentum in H2
FY22,” the company said

)

inastatement on Friday.
Revenue from operations
Revenue more than doubled to
from 328,902 crore against
operations 11,782 crore in the year-
more than ago period. JSW Steel’s to-

doubledto  tal expenses were at
28,902crore 320,804 crore, up 66% year-
inthe quarter on-year.

JSW Steel reported the
highest-ever quarterly operating earn-
ings before interest, taxes, depreciation
and amortisation (Ebitda) at 10,274
crore, with an Ebitda margin of 35.5%.

“During the quarter, the joint venture’s
operations, mainly Bhushan Power &
Steel and JSW Ispat Special Products,
performed satisfactorily. The share of
profit from JVs for the quarter stood a
%323 crore,” the company said. .

The company spent 32,688 crore on capi-
tal expenditure, against a total planned
capex spend of 18,240 crore for FY22.
JSW Steel’s 5 mtpa expansion at Dolvi
was commissioned. “Completion work
pertaining to the blast furnace and steel
meltshop is ongoingand fully integrated
operations are expected to commence
from September,” the firm said. “Other
expansion projects at Vijayanagar, Va-
sind and Tarapur are progressing well.”

L PPy

BUSINESS LINE DATH 72921 P.N.8

11

Gold-Silver ratio

AKHIL NALLAMUTHU

Gold-silver ratio, also referred to
as mint ratio, is the relative value
of gold with respect to that of sil-
ver. In simple terms, the ratio is
calculated by dividing the price of
gold by the price of equal quantity
of silver. Suppose the price of per
ounce of gold is $1,800 and the
price of per ounce of silver is $25,
the ratio will be 72 i.e., $1,800 di-
vided by $25. That is, with one
ounce of gold, you can purchase 72
ounces of silver. This ratio can vary
every day as the price of gold and
silver continues to fluctuate. If
gold outperforms silver, the ratio
will go up and vice-versa. Since it
captures the relative value, the ra-
tio can vary even if gold and silver
move in the same direction.

The reason for us to look into
the ratio is that it can provide a
J¢<lue as to which among the two
precious
metals is
likely to per-
form better
going for-
ward. For
instance,
the ratio is
currently at
around 72 and historically it is
near the base of 64, which is the
lowest since 2014. While 80 to 84
has been the highest levels for
most part of the last decade, the
ratio skyrocketed to 117 in March
2020 as gold price zoomed. But as
gold underperformed silver, the
ratio gradually declined towards
current level of 72. So, now the ra-
tio is near the base levels and has
more room on the upside, and this
means, gold can outperform
silver. :

Though it can be a good tool to
decide to go overweight on gold
or silver, do note that the ratio
may remain at extreme levels for a
prolonged period of time. Thus, it
should not be used in isolation.

e




BUSINESS LINE DATH 72921 P.N.8

Gold inching towards consolidation

Surrendering to bearish pressure, silver breaks key base

AKHIL NALLAMUTHU
BL Research Bureau

Gold, which has been gaining this past
month, faced selling pressure and
posted a loss for the first time in five
weeks. Silver continued its decline for
third straight week.

That said, the recent report by the
World Gold Council (WGC) says that
the retail demand in India improved
in June as lockdowns eased across
states. Jewellery demand improved
and so did investment demand. The
subdued price attracted more Indian
investors to gold, which is evident
from 1 tonne demand for gold ETFs in
June. Total holdings increased to 34.2
tonnes, the highest since September
2013. Besides, the accumulation of
gold by the Reserve Bank of India (RBI)
continued as the central bank added
9.4 tonnes, taking its gold holding to
705.6 tonnes, as per WGC.

Imports at 15.8 tonnes remain well
below the five-year June average of
41.8 tonnes. Nevertheless, if the jew-
ellery demand and ETF inflows con-
tinue it can put upward pressure on
gold prices as India is one of the
largest importers of the yellow metal.
Gold ETFs in China too saw a healthy
inflow of 2.1 tonnes in June, a positive
development for gold.

But last week, both gold and silver
were seen declining. While gold lost
0.5 per cent, silver lost 2 per cent to
close the week at $1,8013 per ounce
and at $25.16 per ounce, respectively.
Similarly, gold futures (August expiry)
on the Multi Commodity Exchange
(MCX) lost 1 per cent as it closed at
X47,534 per 10 grams on Friday. Silver

futures (September expiry) on the

MCX fell by 1.9 per cent as it ended the

week at 67,024 per kg.

MCX-Gold (¥47,534)

Having rallied over the past month,
August expiry gold futures on the
MCX faced the key barrier of 200-day
moving average (DMA) at around
%48,440. Reacting to the resistance,
the bulls loosened their grip and con-
sequently, the price started to move
down as sellers stepped in. The decline
continued throughout the week and
now the price is below the 21-DMA.
There are certain bearish indications
popping up now. The relative strength
index (RSI) has slipped into negative
region and the average directional in-
dex (ADX) shows that the bears are at
an advantage.

However, the contract has strong
support at 47,000 below which
¥46,330 is a considerable support. The
price band of ¥46,330 and ¥47,000

ISTOCKPHOTO

has been providing cushion for the
contract since mid-April.

Thus, any decline cannot be cat-
egorised as downtrend until this price
band holds. In fact, the contract may
rebound from this price region. So,
traders can wait and risk initiating
fresh longs if the contract softens to
these levels.

On the way up, the contract will face
hindrance at ¥48,440, which can be
the target for the longs.

But we should note that the price
action on the daily chart hintsata pos-
sible consolidation phase with the
lower and the upper boundaries pos-
sibly at 47,000 and ¥48,440 respect-
ively.

Resistance above 48,440 is at
%50,000 whereas support below
47,000 are at ¥46,330 and ¥45,000.

MCX-Silver (¥67,024)
Silver futures, that declined during
the week before last week, managed to

remain within the range of 67,700
and ¥70,000. However, the futures
broke below the support of ¥67,700
on the first session of last week.

Even though it recouped some of its
losses during the second half of the
week after marking an intraweek low
of 66,286, the contract fell short of

closing the week above the support of

%67,700.

So, there is a clear breakdown, and
the contract can be expected to drop
further in the upcoming week.

Affirming the bearish trend, the RSI
and the MACD (moving average con-
vergence divergence) indicators are
showing a fresh downtick.

The ADX shows that the bears con-
tinue to have upper hand over the
bears and the price is well below the
21-DMA, indicating good downward
momentum.

On the daily chart, the price action -
adown move followed by a consolida-
tion and then a break down - is a bear-
ish signal.

Nevertheless, the total number of
outstanding OI of all active futures
contract of silver on the MCX saw a
drop to 13,265 as on Friday compared
to 13,314 a week ago, hinting at pos-
sible loss in interest by sellers.

But as bearish factors outweigh
bullish indications, traders can con-
sider going short in silver futures.

The contract is highly likely to
touch the important support of
65,000 in the coming days.

A clear breach of this level can drag
the contract to ¥63,000. If buyers can

port at 70,000. <

|
f

push the price upwards of ¥67,700,
the contract can retest the critical sup-
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BhavyaDilipkumar
&ArijitBarman

Mumbai: Apollo Global Ma-
nagement is doubling down
on Sajjan Jindal-led JSW
Group, joining Synergy Me-
tals Investments for a 71,500
crore capital raise in the
conglomerate’s cement busi-
ness run by his son Parth, to
fund its growth planstobeco-
mea 25 million tonnes scaled
operations, said people in
theknow.

The capital raise coincides
with an uptick in demand
from real estate and const-
ruction after lockdown re-
sulting in most cement
stocks outperform the Nifty
over the past month and past
year.

Dubai-based Synergy
Fund, spearheaded by Sud-
hir Maheshwari, a long-time
Arcelor Mittal executive,
had already sought clearan-
ce from the Competition
Commission of India for ac-
quiring an equity stake in
JSW Cement and got its clea-
rance under green channel
route on July 15. Apollo is ex-
pected to sign its final agree-
ment this coming week.

JSW Cement will be issuing
compulsorily convertible
preference shares (CCPS) to
the two investors who are
each putting inz750 crores at
a post money valuation of
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around %8,500-¥8,750 crore.
The CCPS have a 5-year ma-
turity or can be converted in-
toequitysharesearlieratthe
time of the company’s plan-
ned listing, scheduled in the
next18-24 months.

Upon conversion, the inves-
tors can own up to19% of the
company. They also get a bo-
ard seateach.

JSW Cement is wholly ow-
ned by the Jindal family. The
investments are seen as a
precursor to the company’s
initial publiclistingthat was
originally planned for last
year but got pushed due to
the pandemic to the second
half of 2022.

In an earlier interaction,
Parth Jindal, managing di-
rector of JSW Cement had
said that the JSW Group was
seeking growth equity from
external sources to fund its
latest, round of expansions
before the two businesses go
public. The growth plans we-
re to be equally funded thro-
ugh a combination of debt
and internal accruals of
¥2,000 crore and %1,500 crore
of private equity invest-
ments.

“Currently, we are in the
market for a capital raise for
our paints and cement busi-
nesses,” Parth Jindal, mana-
ging director of the two com-

Apollo Global, Synergy Fund may
Invest 1,500 crin JSW Cement

5-yr convertible instruments to give investors up to 19% in co valued at Z8,750 cr, board seats

panies, told ET. “Citibank
has been appointed as the le-
ad banker for JSW Cement
and O3 Capital,aboutique in-
vestment bank, has been
mandated with the fundrai-
sing for JSW Paints,” he told
ET in November last year.

In FY21, the company is ex-
pected to generate z850-880
crore Ebitda on the back of
%4,000-%4,500 crore of revenu-
es.

JSW and Apollo declined to
comment.

This will be the second in-
vestment for Apollo in JSW
Group, one of the largest al-
ternative asset managers in
the world. In 2018, Apollo had
teamed up with Jindal to ac-
quire Monnet Ispat through
the bankruptcy process.
Apollo has already moneti-
sed 20% of its 2500 crore in-
vestment in Monnet at a 3.5X
return. The funds are expec-
ted to be used to expand JSW
Cement’s grinder and clin-
ker capacity in east and so-
uth that will almost double
its current14 MTPA capacity.
‘The group entered the ce-
ment market in 2009 as it saw
synergies with its core steel
operations. It uses slag, a by-
product from the blast furna-
ce,from steel plantstoprodu-
ce portland slag cement.

Www.economictimes.c
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Heavy rain hits coal production

Average daily coal output falls by almost 50%

STAFF REPORTER
BHADRADRI-KOTHAGUDEM

Though heavy rain that bat-
tered the coal belt region of
Telangana last week abated
since Saturday, the recent
spells of heavy downpour
impeded coal production
and overburden removal in
almost all the opencast pro-
jects (OCPs) of Singareni Col-
lieries Company Limited
(SCCL) spread across six dis-
tricts including Bhadradri-
Kothagudem district.

The State-owned SCCL re-
portedly -suffered a huge
production loss to an extent
of more than five lakh
tonnes in all the 21 OCPs to-
gether in the company’s 11
areas due to heavy rainfall in
the coal belt region last
week, sources said.

The average daily coal
output fell by almost 50%
from 1.90 lakh tonnes to lit-

tle over 90,000 tonnes in
the past five days, sources
added. Excess rains took a
heavy toll on overburden re-
moval in the OCPs as rain
water flooded sumps at the
deep most points of the
open cast coal mines in
Kothagudem region.

The Manuguru area,
which has a distinguished
track record in meeting the
set production targets, regis-
tered a significant drop in
overburden removal to the
extent of 50% daily in the
past few days.

The Manuguru Area com-
prising the Manuguru OCP,
the PKOC-IV and the PKOC-II
has so far produced 41 lakh
tonnes of coal as against the
stipulated coal production
target of 112 lakh tonnes in
this financial year (2021-22).

The full-scale coal pro-

duction in the OCPs is ex-

pected to resume in the next
few days as intensive efforts
are on to drain out the stag-
nant rain water that accumu-
lated at various stretches of
the open cast mines, SCCL
sources said.

Dozens of high-capacity
pumps and graders are be-
ing used to flush out the ac-
cumulated water and re-
move the slush to facilitate
the full-scale coal produc-
tion and overburden remo-
val in the OCPs at the ear-
liest. In pursuit of its annual
production target of 70 mil-
lion tonnes of coal for the
current fiscal, the SCCL
management has laid re-
newed focus on scaling up
coal production to compen-
sate for the loss of produc-
tion suffered due to the CO-
VID-19 pandemic during
April and the recent spell of
heavy rains.

A
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Commodity prices boosting
exports value: Moody’s arm

‘Modest fiscal support to SMEs, low-income groups may cause deep scarring’

SPECIAL CORRESPONDENT
NEW DELHI I
High commodity prices have
boosted the value of India’s
exports, which have hit a re-
cord $95 billion in the first
quarter of* 2021 and out-
bound trade is likely to lead
the country towards a recov-
ery after the pandemic’s
‘one-two punch’ hit the eco-
nomy, Moody’s Analytics
said in a report on Monday.
Stating that India is strug-
gling to accelerate COVID-19
vaccination, the firm reck-
oned that ‘herd resilience’ —
when 65% of the population
is fully immunised — is now
expected in the fourth quar-
ter of 2022. Only Indonesia,
Philippines and Thailand are
expected to reach those le-

A leg-up: Higher comodity prices have helped reinvigorate »

India after the COVID-19 first wave, the firm said. sriLe pHOTO

vels of vaccination later,
among India’s peers in the
region. In an economic out-
look report on the Asia Pacif-
ic Region titled ‘The Delta
Roadblock’, the financial in-

telligence firm said the delta

variant of COVID-19 is among

the key factors adversely af-
fecting economies.

‘Exports, a lifeline’

It termed exports a lifeline
for the region which are now
well above pre-pandemic le-
vels and continued to rise in
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the April-June quarter.
“Even in India and Indo-
nesia, where exports make
up relatively small shares of
the economy, high commod-
ity prices have boosted the
value of exports. This is one
factor that helped reinvigo-
rate India after its first devas-
tating wave of COVID-19,” the
firm said in its report.

“[India has] suffered leng-
thy economic shutdowns,
accompanied by only mod-
est fiscal support provided to
-SMEs and low-income hou-
seholds, that could lead to
very deep and lasting scar-
ring as they struggle to reo-
pen businesses, pay back
loans, or find employment
as the economy finally recov-
ers,” it concluded. )



