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KHANIJ SAMACHAR
Vol. 3, No-4
(As appeared in National/Local Newspapers Received in Central Library, IBM,
Nagpur)

The Central Library, IBM, Nagpur is providing the Classified Mineral News Service
since many years on monthly basis in print form. To expand this service to the IBM
Offices all over India i.e. H.Q., Zonal & Regional Offices and to take a call of time, the
Controller General, IBM desired to make this service online on fortnightly basis. The
library officials made sincere efforts to make it successful. This is the 4" issue of
Volume -3 for this service named Khanij Samachar for the period from 16t -28th
February 2019 . The previous issue of Khanij Samachar Vol. 3, No. 3, 1t -15t
February 2019 was already uploaded on IBM Website www.ibm.gov.in .

In continuation of this it is requested that the mineral related news appeared
in the Local News Papers of different areas can be sent to Central Library via email
ibmcentrallibrary@gmail.com (scanned copy) so that it can be incorporated in the

future issues to give the maximum coverage of mining and mineral related information
on Pan India basis.

All are requested to give wide publicity to it and it will be highly appreciated if
the valuable feedback is reciprocated to above email.

Mrs. D. H. Vairagare
Asstt. Library & Information Officer
ibmcentrallibrary@gmail.com
0712-2562847
Ext. 1210, 1206


http://www.ibm.gov.in/
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GLOBAL Change in % 52-Week 1
: e Price  Weekly Monthly Yearly - High Low
Metals ($/tonnej &
Aluminium #1825 -1.7 0.2 -15.6 2603 1775
Copper 6193 0.0 5.2 -13.3 7324 5810
Iron Ore 84 3.7 16.0 12.8 89 58
Lead 2066 0.2 5.9 -21.4 2645 1867
Zinc 2651 -1.9 7.9 -26.2 'A_ 3619 2285
Tin 21250 0.7 2.4 -20 22049 18400
Nickel 12320 -14 57 -12.7 15749 10437 ‘
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GLOBAL Change in % 52-Week
i Price  Weekly Monthly  VYearly  High  Low
Metals ($/tonne)
Aluminium 1890 3.6 0.6 -14.1 2603 1775
Copper . 6519 e ls) 10.4 -85 7324 5810
Iron Ore 85 33 f 171 14.3 89 58
Lead 2064 -0.1 25 -18.6 2599 1867
Zinc 2743 3.5 59 -232 3590 2285
Tin 21680 2.0 54 -01 22049 18400
Nickel 12916 48 121 -6.3 15749 10437
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Gold import weighs on trade deficit

OUR SPECIAL
CORRESPONDENT

New Delhi: A 38 per cent rise
in gold imports widened the
trade deficit to $14.73 billion in
January (on a month on
month basis), while exports
expanded 3.74 per cent to
$26.36 billion, amid concerns
that a trade war between the
US and China and the global
economic conditions could
have an impact in the months
ahead.

Though the trade deficit
widened — it was $13.08 billion
in the previous month — in
January, it was lower than
$15.67 billion recorded in Jan-
uary 2018.

Merchandise exports rose
3.74 per cent from a year earli-
er to $26.36 billion, while im-
ports were up 0.01 per cent at

$41.09 billion, commerce min-
istry data showed.

Goods exports have shown
little growth since the Modi
government took charge in
2014 as small exporters — con-
tributing nearly 35 per cent to
total exports — have been hit
hard by demonetisation and
the goods and services tax.

Data showed that textiles,
agricultural products and en-
gineering items have been hit
hard because of a shortage of
bank credit and delay in re-
fund of input credit under the
goods and services tax.

Industry urged the govern-
ment to take steps to boost
shipments as the trade war be-
tween the US and China and in-
creased protectionism would
have an impact on global trade.

Gold imports grew 38.16
per cent to $2.31 billion in Jan-
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In January

(in $ billion) \ETFEY EXIEY
Export 25.41|26.36
Import 41.08|41.09
Trade deficit| 15.67| 14.73
uary this year against $1.67 bil-
lion in the corresponding

month of 2018. Oil imports in
January rose 3.59 per cent to
$11.24 billion.

“Global trade has entered a
tough phase in the second half
of 2018 and is expected to slow
down further in 2019. Oil
prices are expected to remain

below $60 per barrel while
prices of metal are expected to
weaken further. This will re-
duce the growth of global
trade both in terms of volume
as well as value,” Fieo presi-
dent G.K. Gupta said.

“The intervention through
the interest equalisation bene-
fit has helped the MSME man-
ufacturers as well as mer-
chant exporters of the speci-
fied tariff lines but the bigger
concern is the flow of credit.
Liquidity has been further
tightened by the GST regime
which provides for a refund
mechanism as the e-wallet
scheme is nowhere in sight.”

During the April-January
period of the current financial
year, exports grew 9.52 per
cent to $271.8 billion. Imports
rose 11.27 per cent to $427.73
billion. Trag cit widened

to $155.93 billion during the 10
months of the current fiscal
from $136.25 billion a year ago.
Meanwhile, the 70-mem-
ber Board of Trade, a top advi-
sory body on external trade,
met on Friday to seek views of
stakeholders, including vari-
ous government departments,
exporters and industry mem-
bers, to frame a new foreign
trade policy and boost ship-
ments of goods and services.
EEPC India chairman Ravi
Sehgal in his presentation to
the Board of Trade said: “The
single biggest reason why we
are not able to export more is
the higher domestic steel
price, which make our prod-
ucts uncompetitive in global

markets.” He called for a
mechanism wherein at least
the MS. get steel at inter-

natio €s.
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PRESS TRUST OF INDIA

New Delhi, February 15

The government on Friday said
of the 55 mines that were auc-
tioned in the last three years,
five mineral blocks have be-
come operational and two-
three more mines will start op-
eration by next month-end.

“In the last three years we
have auctioned 55 mines. As
many as five (mineral blocks)
have been operational. In the
next fiscal,another15 mineswill

be operational,” Mines Secret-
ary Anil Gopishankar Mukim
told reporters here. The Centre
had earlier said it was consider-
ing granting all approvals, in-
cluding environmental clear-
ance, to mineral blocks before

Of 55 mines auctioned, 5 mineral
blocks are operational: Official

putting them up for sale,amove
that may give a push to the auc-
tions.

The National Mineral Policy,
which entails private sector par-
ticipation in exploration, isin fi-
nal stages of approval, he said.
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Row over sand mining
at Kerala's Thottappally

Legal limits crossed, say residents

SAM PAUL A.

THOTTAPPALLY

The road leading to the
Thottappally harbour is
wrecked giving motorists a
bumpy ride.

At the harbour, a dredger
-is floating on the water and a
few small fishing boats are at
anchor. On one side, heaps
of sand and a ‘sand filtering
machine’ bear testimony to
the ongoing mineral sand-
mining in the area.

“The dredging, filtering
and transporting of sand is
happening day in and day
out and there is no end to
it,” says, J. Yogidas, a local
fisherman.

A few years ago, the State
government allowed ‘limit-
ed’ dredging in the name of
Thottappally harbour deve-
lopment. Later, the agree-
ment between the Harbour
Engineering Department
and Indian Rare Earths Li-
mited (IREL), Chavara for
removal of sand was re-
newed several times. Re-
cently trucks transporting
sand without proper docu-
ments were blocked by local
fishermen and residents.

They allege that the Har-
bour Engineering Depart-
ment and IREL in collusion
with private parties are ille-
gally transporting sand
beyond the permissible li-
mit.

“After six years of contin-
uous dredging, we want to
know why the government
has failed to develop the
harbour. Other than small
boats, no medium and large
fishing boats can anchor
| there. The government is
| not interested in its develop-
| ment. They only want to
[ loot the precious sand depo-
| sit. They are doing it in the
[ name of dredging and at the
;- expense of livelihood of the
. people of the area. We fear
i the people of the region will
: be exposed to radiation and
i other health hazards due to
i the indiscriminate mining of
:\mineral sand,” says Yogidas.

Heaps of sand kept af a sit“e
near Thottappally harbour.

A few metres south of the
heaps of sand is a tempor-
ary hatchery made of nets
and metal sheets. Inside it
are 120 eggs of Olive Ridley
turtles covered with sand.
The Thottappally coast is
one of the prime locations
for egg-laying turtles in the
State. Environmentalists say
the sand mining is adversely
affecting the nesting of the
endangered species.

“This season, we have on-
ly stumbled upon three
nests so far,” Saji Jayamo-
han, secretary, Green Roots
Nature Conservation Forum
told The Hindu. :

The State government
has recently decided to re-
move sand from Thottappal-
ly ‘pozhi’ (estuary) and lead-
ing channel for ‘ensuring
smooth flow of water’ from
the Kuttanad region
through Thottappally spill-
way. It directed the Irriga-
tion Department to sell the
sand either to IREL or Kera-
la Minerals and Metals Ltd
(KMML). Mr. Jayamohan
says dredging the area will
destroy the ecology.

Sea erosion

Resentment is also brewing
north of Thottappally,
where people say they are
bearing the brunt of sea ero-
sion ‘resulting from sand
mining at the harbour” A
large number of houses
have been damaged or des-
troyed in areas such as Pu-
rakkad, Karoor and Paz-
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Cosmos eyes metal scrap exchange

UAE-based company to set up 8 warehouses in port cities

N. ANAND

CHENNAI

United Arab Emirates-based
Cosmos Green FZE is plan-
ning to set up a metal scrap
exchange to meet the recy-
cling demand of metal ma-
nufacturers in India using
blockchain technology.

“It will be the first metal
scrap exchange in India with
private warehouse catering
to the demands of metal
scrap manufacturers in the
country on real-time basis,”
said Rajat Kapur, president,
Cosmos Green FZE.

“Currently, Indian steel
manufacturers are meeting
their demand by extracting
it from iron ore. We have
started this firm with a vi-

(',) We are planning to

raise $120 mn and
have started talks
with PE firms

RAJAT KAPUR
president, Cosmos Green FZE

sion to save natural resourc-
es and provide cheaper and
energy efficient product to
the Indian metal scrap ma-
nufacturers. The scrap is im-
ported from the U.S. and Eu-
rope,” he said.

Scrap yard

As a first step, Cosmos Green
FZE established three scrap
processing yards in the NCR
(national capital region). It
will be followed by the set-
ting up eight warehouses

within a year in the port ci-
ties of Mumbai, Gujarat and
Chennai. It had also entered
into a pact with 20 firms in-
cluding Jindal Steel to recy-
cle metal scrap.

“The Indian outfit was
started with promoters’
seed funding of $3 million. It
will be sufficient till May
2019. We are planning to
raise $120 million in four
tranches and have started
negotiations with private
equity firms,” he said. “India
needs 500,000 tonnes of
scrap every month. Right
now, we are handling
10,000 tonnes of scrap ev-
ery month and our target is
to touch 1,80,000 tonnes
per month by 2024,” he said.
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Gold imports dip 5% in April-Jan
New Delhi, February 17
The country’s gold imports dipped about 5 per|
centin value terms to $26.93 billion during
April-January 2018-19, which is expected to
keep a lid on the current account deficit.
According to commerce ministry.data, total
imports of the precious metal in the
corresponding period of 2017-18 stood at
$28.23 billion. Industry experts said softening
prices of the preciousmetal in the world
markets could be the reason for the
contraction inimports. 1l
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Gold gears up

forafresh rally

The yeIIow metal
is likely to target
$1,360 on a break
above $1,325

GURUMURTHY K

Gold remained stable above
the psychological level of
$1,300 per ounce last week.
The global spot gold prices
were stuck in a narrow $1,300-
1,315 range for most part of the
week. Strength in the US dol-
lar and a strong surge in the
equity market kept gold sub-
dued and range-bound.

However, weak economic
data release from the US to-
wards the end of the week
helped the yellow metal
breach $1,315 decisively on Fri-
day. Gold has closed on a
strong note at $1,322.5 per
ounce, up 0.62 per cent for the
week.

Silver fell initially but man-
aged to bounce and recover
some of the loss in the later
part of the week. The global
spot silver prices fell to a low
of $15.49 and reversed higher
to close the week at $15.79,
down 0.23 per cent for the
week.

On the domestic front, the
gold futures contract on the

Multi Commodity Ex-
change (MCX) opened on a
weak note and fell to a low of
%32,805 per 10 gm. However,
the rupee reversing lower
against the dollar, coupled
with global prices moving
higher, helped the MCX-Gold
futures contract recoup all
the loss. The contract surged
from the week’s low of
%32,805 and closed 0.43 per
cent higher for the week at
33,384 per 10 gm.

The MCX-Silver futures con-
tract tumbled over 2 per cent
intra-week and made a low of
%39,256 per kg. However, it
managed to reverse higher
from the low recovering some
of the loss and closed 0.36 per
cent lower for the week at
%39,962 per kg.

US-China trade talk

The developments in the US-
China trade deal talk will be
the major “factor that will
move the markets in the com-
ing week. The US had pro-
posed to increase the import

tariffon 3
Chinese goods
from March 1. Both the
countries are in talks to strike
a deal before the March 1
deadline. Failure to either
strike a deal or postpone the
deadline by 60 days as pro-
posed by the US President
Donald Trump could trigger a
sharp sell-off in the global
equities. Gold, in such a scen-
ario, will see a strong surge by
gaining safe-haven demand.
However, the dollar move-
ment will determine the pace
of the rally in gold.

The dollar index (96.90) is
currently facing resistance
near 97.25. A strong break
above this hurdle is needed
for the index to gain mo-
mentum and move up to 97.5
and 98. But as long as the in-
dex trades below 97.25, a dip
to 96.5 or 96.3 is possible in
the near term.

Gold outlook
Gold is getting
strong  support
around $1,300. The
global spot gold
($1322.5 per ounce)
has formed a strong base
between $1,300 and $1,315 over
the last couple of weeks. The
prices have surged, breaking
above $1,315 on Friday. This
keeps the bias positive for
gold to break above the near-
term resistance level of $1,325.
Such a break will take gold
higher towards $1350 and
$1,360 in the coming weeks.
The bullish outlook will get
negated only if gold declines
below the crucial $1,300-1,295
supportzone. The next targets
are $1,285 and $1,280. But such
a fall looks unlikely at the
movement. The long wicks on
the weekly candles indicate
that the yellow metal is get-
ting strong buyers around the
psychological level of $1300.
This makes a decline below

4

the $1,300-$1,295 support zone
less likely.

The outlook for the MCX-
Gold (¥33,384 per 10 gm) fu-
tures contract is bullish. The
contract has bounced from

the 32,900%32,750 support -

zone. It is likely to test the im-
mediate resistance level of
%33,750 in the near term. A
strong break above this

hurdle will pave way for the

next target of ¥34,650.

Silver outlook

The support in the $15.60-
$15.55 region has held well for
silver. The global spot silver
(81579 per ounce) has
bounced from the low of
$15.49 last week. A key resist-
ance is near the current levels
at $15.80. A strong break above
$15.80 will see silver rallying
towards $16.1 and $16.2. But in-
ability to breach $15.8 can
keep silver in a narrow range
between $15.50 and $15.80 for
some time. A break below
$15.5 will drag it lower to §15.4
and $153.

On the domestic front, the
nearterm outlook for the
MCX-Silver (339,962 per kg) is
mixed. The contract has an
immediate resistance at
%40,150. A strong break above
this hurdle is needed for the
contract to gain momentum
and move up further. The next
targets are 40,800 and
%40,900. But as long as the
contract  trades  below
340,150, a fall to 339,450 or
even 339,000 cannot be ruled
out in the coming weeks.

MCX Gold
Supports
¥32,900, 332,750
Resistances
¥33,750,%34,650

MCX Silver
Supports
¥39,400,%39,000
Resistances
%40,150, 340,800
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2019 hasn’t come bearing gifts for zinc

The outlook is clouded by economic
growth uncertainties and trade friction

G CHANDRASHEKHAR

The year of 2018 was tumultu-
ous for zinc. The market saw
wild swings. Prices rose to a
high of $3,600 a tonne and
then fell to a low of $2300/t at
one point. Clearly, trade fric-
tion between two of the
world’s largest economies —
the US and China — distorted
the market and fuelled negat-
ive sentiments.

This year is not going to be
significantly different. The
key themes will be macroeco-
nomic concerns, continuing
trade friction and, of course,
the role of speculative capital
in this choppy scenario. If any-
thing, growth concerns are
most likely to override even
demand-supply
fundamentals.

For three years in a row
from 2016 to 2018, the zinc
market was in deficit. In 2019,
too, the market will continue
to be in deficit, but at a
markedly moderate level of
about 70,000 tonnes. This is
because supplies are set to
grow. New mines are being

opened, as a result of which
concentrate availability is set
to improve this year. If any-
thing, there will be a substan-
tial surplus which will help re-

plenish  the previously
depleted stock of
concentrate.

Acritical issue for the metal
is smelter performance. In
China, in particular, environ-
mental concerns are seen ex-
erting a negative impact not
only on production but also
on prices. Chinese smelters
have come under increasing
scrutiny from environmental
agencies. Many were forced to
either close down or cut back
on production last year to
comply with environmental
restrictions on solid, gaseous
and waste-water emissions.
No wonder, Chinese smelter
production fell to multi-year
lows. A sharp fall in zinc prices
exacerbated the situation.

" Demand ahead

At the same time, refined zinc
production s set to rise in
China and India this year. Sev-
eral initiatives of the Indian

ISTOCK.COM/THAMERPIC

government are likely to spur
demand for the base metal. In
particular, huge investments
in the infrastructure sector in-
cluding railways modernisa-
tion, highways and smart cit-
ies will drive consumption
demand via the use of galvan-
ised (zinc-coated) steel. An ad-
ditional demand push will
come from the automobiles
industry, consumer durables
and the housing sector.

As the mover and shaker of
the base metals market, Chi-
na's moves are being closely
watched. While manufactur-
ing activity in the Asian major
is slowing, property market
has turned sluggish. This is
seen impacting demand. In
2019 as a whole, world zinc de-

mand is set to rise only
moderately.

So, the outlook for the
world zinc market for the cur-
rent year is clouded by eco-
nomic growth uncertainties
and trade friction. The ongo-
ing trade talks between the US
and China are being closely
monitored, but it is widely ex-
pected that there will be no
tangible result.

Given this, the market fun-
damentals and changes, if
any, will need to be watched
closely. The fact that the mar-
ket will continue to be in defi-
cit, however moderate, will
surely exert an upward thrust
on prices.

In this scenario, one known
unknown is the stimulus

package that China is likely to
announce. Although the size
of the package'is still unclear,
when announced, the pack-
age is bound to attract atten-
tion . It is at this time that
speculative capital may step
in, which in turn will exert an
exaggerated impact on prices.

So, in an increasingly tight-
ening market, the direction of
zinc market will be substan-
tially determined by the suc-
cess or otherwise of trade
talks.

If trade tensions ease, it will
boost investor sentiment and
propel prices higher, perhaps
to the levels seen in 2018. On
the flip side, if the trade war
escalates, investor sentiment
towards riskier assets will be
dampened and prices will
languish.

In the first half of this year,
zinc is likely to trade broadly
between $2350/t and $2550]t.

Interestingly, the lead mar-
ket is likely to take a cue from
the zinc market. For lead, key
price drivers are absent at the
moment. So, the two metals
are likely to move in tandem.

The writer is a policy
commentatorand a
commodities market specialist

L R 08
Trade triggers
Inatightening
market, the direction
of zinc prices will be
determined by the
success or otherwise
of trade talks
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Aluminium prices to be ‘Made in India”

Earlier, Indian aluminium prices were
discovered in global markets

VSHUNMUGAM

At the start of 2019, the Multi
Commodity Eexchange of In-
dia (MCX) launched the first
domestically benchmarked
aluminium futures contract
in the country. Earlier, Indian
aluminium prices, discovered
in markets abroad, did not ne-
cessarily and sufficiently re-
flect the Indian fundamentals
despite the country being self-
sufficient in the metal. We
had to accept the global
prices and had no say in the
price discovery process.

MCX March aluminium
contract is a compulsory de-
livery contract and will be
settled based on the polled
domestic spot prices, against
the earlier practice of follow-
ing international prices. The
spot prices are taken from do-
mestic market participants
representing different seg-
ments in the aluminium
value chain and disseminated
twice daily on the exchange

website for the market parti-
cipants to anchor price ex-
pectations around it.

Such a spot price will in-
clude LME (London Metal Ex-
change) prices in rupee terms
adjusted for domestic market
premium, freight, customs
duty, warehouse cost and
other charges, excluding GST.

The price will thus fully re-
flect the Indian market funda-
mentals. The effort to poll do-
mestic prices from domestic
stakeholders will help parti-
cipants gauge the local prices
and also bring transparency
in the spot markets.

Aluminium is a cost-effect-
ive component in the power,
manufacturing and auto-
mobile industries whose com-
petitiveness is critical to In-
dia’s manufacturing sector.
With India being the fastest-
growing economy in the
world and, 100 smart cities be-
ing developed to provide for
efficient urbaniszation, com-
petitive pricing of the metal

KK MUSTAFAH

and its risk management is a
critical need. This is taken
care of by this newly launched
domestic benchmarked deliv-
ery-based contract.

Producers as well as users
can make the best use of the
MCX deliverable contracts
and give[take delivery and
thereby exploit pricing trans-
parency.

The MCX deliverable alu-
minium contract is quoted in
rupees, auguring well for ab-
sorption of currency risks
along with commodity price
volatility. It is best suited for
producers, importers, export-
ers and consumers alike, to

hedge their physical market
exposures and stabilise their

balance sheets, allowing
them to plan their business
expansion.

Annualised price volatility
in 2018 in aluminium was ata
massive 18 per cent amidst
trade bans and environment-
related issues. In such a condi-
tion, aluminium producers,
manufacturers, stockists, ex-
porters and processors who
simply holds physical stocks,
without protective hedges,
will be taking an enormous
risk.

The contract enables deliv-
ery of LME-approved brands

of primary aluminium ingots
with a minimum purity of
99.70 per cent and in mul-
tiples of 5SMT, from MCX deliv-
ery centre located in Thane,
Maharashtra.

The price quoted on the ex-
change is for delivery of the
metal ex-warehouse. The aver-
age of the previous three days’
evening spot prices will be the
price at which the delivery-
based settlement of the con-
tract will take place.

A participant who wants to
give delivery can do so at any
time during the contract’s
life, with a benefit of exemp-
tion from all types of margins,
except mark-to-market mar-
gins. The actual exchange of
the metal and associated pay-
ments will be effected after
the contract’s expiry and
those interested in taking the
metal out of the warehouse
can follow the exchange-pre-
scribed processes. The open
interest in the contract has
grown to about 2,100 MT in
two weeks since its launch.

The writer is Head Research,
MX
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Near-term
outlook mixed for
MCX-Aluminium

MCX Aluminium

12
Feb 19 © Feb18
2018 2019
GURUMURTHY K

BL Research Bureau

The Aluminium futures contract on the MCX
fell in the initial part of the previous week and
made a low of %130.20 per kg on Tuesday last
week. Thereafter the contract has been stuckin |
anarrow range between Z130 and T134. Within |
this range, the contract is currently trading at
131 perkg.

The near-term outlook is unclear. The con-
tract can remain range-bound between 130
and %134 for some more time. A breakout on
either side of %130 or T134 will then decide the
direction of the next move. Traders can stay out
of the contract until a clear trade signal
emerges.

Abreak below %130 can take the contract ini-
tially lower to 128 or %127. A further break be-
JlowZ127will then increase the likelihood of the
fall extending towards Z123.

On the other hand, if the MCX-Aluminium fu-
tures contract breaks above X134, it can rise to
%137 or T138. Inability to breach X138 can trigger
a pull-back move to X134 again. But a strong
break above 138 can take the contract further
higher to %142 and 143.

Global trend

The Aluminum (three-month forward) con-
tract on the LME remained below $1,900 all
through last week. The contract was stuck in a
narrow range between $1,845 and $1,885 in the
pastweek.

The near-term outlook is mixed. A support is
at $1,845 and a resistance is at $1,900. A break-
outon either side of $1,845 or $1,900 will decide
the direction of the next move.

A break below $1,845 will bring renewed
= | selling pressure and drag the contract to
$1,800.0n the other hand, a strong break above
$1,900 is needed to turn the outlook positive.
Such a break will ease the downside pressure
and take the contract higher to $1,945.
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GURUMURTHY K

Gold gains its lost sheen

i Demand for the yellow metal
surged towards the end 02018
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JSW Cement eyes 30 mtpa by 2025

Company plans to invest more than 12,000 crore, make an IPO in 2020

PIYUSH PANDEY
SPECIAL CORRESPONDENT

After failing to buy out La-
farge and Binani Cement un-
its, JSW Cement now plans to
more than double its capaci-
ty to 30 million tonnes per
annum (mtpa) at a cost of
more than 12,000 crore by
2025.

The company plans .to
reach a capacity of 20 mtpa
by 2020 at a capex of 32,000
crore and raise another
3,500 crore through an in-
itial public offering (IPO) to
add another 10 mtpa of ce-
ment capacity, aiming to be
among the top 5 cement
players in the country.

Parth Jindal, managing di-
rector, JSW Cement, told The
Hindu, “We plan to be
among the top five cement
players in India. Our current
capacity is 12.6 mtpa, which
will be enhanced to 14 mtpa

&5

Expansion mode: MD Parth Jindal says his firm aims to be

Camnent

among the top five cement players in India. =sioy GHosH

by April 2019, and to 20
mtpa by December 2020.
Then, we will plan for an IPO
to increase our capacity to
30 mtpa by adding two ce-
ment plants of 5 mtpa each
in Rajasthan and Chhattis-
garh.” The company will ex-
pand its capacity mostly
through a combination of
brownfield and greenfield

projects. However, it is also
evaluating various ‘inorgan-
ic’ opportunities to further
ramp up capacity growth.
With revenue of 2,800
crore, an EBITDA margin of
24% and debt of 32,400
crore. JSW Cement is looking
at enterprise valuation bet-
ween 325,000 crore and
330,000 crore while launch-

ing its maiden IPO. The com-
pany will appoint merchant
bankers for its IPO later this
year.

¥3,500 cr. from IPO’
“With 3,500 crore from
PO, we will be in position to
invest over 10,000 crore in
expanding our cement busi-
ness, as the rest will come
from debt,” said Mr. Jindal.

JSW Cement recorded a
cumulative volume growth
of 54% during the first nine
months ending December
31, 2018, compared with the
cement industry growth of
20% across participative
markets during the same pe-
riod. JSW entered the ce-
ment market in 2009 and
has plants in Vijayanagar in
Karnataka, Nandyal in And-
hra Pradesh, Salboni in West
Bengal and Dolvi in Maha-
rashtra. -
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'MCX-Zinc
rebounds from
akey support

MCX Zinc
Return:-17% ¥/kg
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GURUMURTHY K

BL Research Bureau

The Zinc futures contract on the MCX extended
its fall in the initial part of last week but re-
versed sharply higher recovering all the loss.
The contract made a low of %183.4 per kg on
Wednesday last week and bounced back
sharply. Itis currently trading at X191 per kg.

The 55-DMA at X184 has held well and has hal-
ted the corrective fall that has been in place
since the first week of this month.

Akey resistance is in the ¥191191.5 region. In-
ability to breach 1915 can pull the contract
lower to 185 and X184 again. In such a scen-
ario, a range-bound move between %184 and
192 is possible for some time. A strong break
below X184 will bring renewed selling pressure
on the contract and drag it to ¥180 or even X175.

On the other hand, if the MCX-Zinc futures
contract breaks above X191.5 decisively, it can
gain momentum. Such a break will then in-
crease the likelihood of the contract rallying to
%200 and %203 levels in the coming weeks.

Medium-term traders who have taken long
positions at X195 and 193 can hold it. Retain
the stop-loss at X183 for the target of 3212. Re-
vise the stop-loss higher to 202 as soon as the
contract moves up to 3208.

Global trend

The Zinc (three-month forward) contract on .
the LME fell, breaking below the key support
level of $2,650 in the past week. The contract re-
corded a low of $2,575 and has bounced from
there.

Inability to rise past $2,650 can keep the con-
tract under pressure. In such a scenario, the
contract will remain vulnerable to break below
$,2575 and fall to $2,500. -

Buta strong break and a decisive close above
$2,650 will ease the downside pressure. Such a*=
move will then keep the outlook bullish and
take the contract higher to $2,800 levels.

BUSINESS LINE DATE : 20/2/2019 P.N.14

MCX Copper resumes uptrend

PICK OF THE WEEK B

GURUMURTHY K
BL Research Bureat.

Copper prices have been
rising since the beginning of
2019. The copper futures con-
tract on the Multi Commod-
ity Exchange of India (MCX)
had tumbled 10 per cent in
the last quarter of calendar
year 2018.

However, the prices have
reversed” sharply higher
since January 2019 and the
base metal has surged 10 per
cent so far this year, recover-
ing almost all the losses
made during the last quarter
of 2018. The MCX Copper fu-
tures contract is currently
trading at ¥447/kg.

The uptrend that had be-
gun in January halted after
touching a high 0f¥451.35 on
February 6. The contract fell
briefly for about a week
thereafter. The corrective fall
found support from the 38.2
per cent Fibonacci retrace-
ment support level of ¥430. /

The contract made a low of
%430.65 on February 12 and
has reversed higher from
there. The bounce-back from
430 keeps the overall
uptrend intact.

A key resistance is at ¥452.
A strong breéak above it will
see the contract surging to
X470 initially. Such a rally
will also confirm an inverted
head-and-shoulders reversal
pattern on the daily chart,

A further break above
X470 will then increase the
likelihood of the contract
targeting 485 or even
higher levels.

Traders with a medium-
term perspective can go long
at current levels and also ac-
cumulate on dips at ¥440.

Astop-loss can be placed at.
X427 for the target of T485.
Revise the stop-loss higher to
X455 as soon as the contract
moves up to I465.
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MCX-Nickel
continues its
upward trend

YOGANAND D

BL Research Bureau

The Nickel futures contract on the MCX has
been on a medium-term uptrend since tak-
ing support at 735 per kg in early January.
However, the contract encountered a key
resistance at Y956 in early February. After
two weeks of corrective fall, the contract
found support at ¥856 last week and
bounced up strongly.

Forming a bullish engulfing candlestick
pattern at the key support level of X860, the
contract resumed its medium-term uptrend.
Moreover, the 21-day moving average also
cushioned the contract.

On Wednesday, the contract gained 1 per
cent, breaching a key resistance at 900 as
well as the 200-day moving average line, and
is trading at ¥908 per kg. With this rally, the
corrective fall appears to have ended. Be-
sides, a decisive rally above the key level of
%900 strengthens the medium-term
uptrend.

The contract can continue to trend up-
wards and test resistances at ¥922 and then
at ¥950 in the ensuing weeks. An emphatic
break above the significant medium-term
resistance level of ¥950 will reinforce the
bullish momentum and accelerate the con-
tract northwards to ¥970 and 1,000 in the
medium term. On the other hand, key sup-
ports are at ¥860 and ¥840. Only a decisive
break below X840 will increase the likeli-
hood of the contract declining to X810 and
%800 levels over the medium term.

Traders with high-risk appetite can make
use of declines to go long with fixed stop-
loss at X880 levels. Targets are ¥922 and
%950.

Global trend

The Nickel (three-month forward) contract
on the LME took support at around $12,080
and bounced up recently. The contract faces
key resistance ahead at $12,800 and $13,000.
A conclusive break above these barriers will
strengthen the upmove and take the con-
tract higher to $13,350 levels. Key supports
are at $12,300 and $12,000.
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" Costly gold pushes grey market volumes too

H Y purchased through unacco- spite measures like note
e Gap o SKYHICH i [0 Minim,  oimnemrinirae b oo gy
" inue to re-
Betwee n Pn ce mgdh:sm ketteasn: ft:fﬁ(l:)Ial in cash market metalcanonlybesoldinthe mainstrong. Infact, volume
ln C aSh And pom s "? 02 (;0 e’to}’ these days and grey market. Since the wentupattimeswhen rates
’ S al9a__| volumes have gone supplyhasincreasedasaga- areonahigh.
Th at W|th GST I:uli:kge'gt % » As supply in up too. A substantial  inst demand, the rates have Rates in grey market go
y . - grey quant of?gold - gone down in thg grey mar- up when supply isdown due
_ Shishir.Arya@timesgroup.com :;ﬂl;gle at _ market purcha ed through ket. Ahighergapindicatesa to some reason. “It happens
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have increased in the grey creased supply | come down, in- the rates are hlg.;: se engaged smuggling are mes, the rates increase and
market also. Sources in the ingrey market | creasing the gap ¥ getting easy access, due to are almost at par with the
trade say despite the note = o : which the supply has gone price in official market. Re-
ban, unaccounted dealings the official rates on which muchasz700atolatoo,saida up. The availability of gold duced availability as aga-
in cash are continuing una- theGSTcomponentisalsolo- source requesting anonymi- throughillegalrouteismuch inst demand increases the
bated, and have even increa- ~ aded. If the official rates are  ty.This isbecause of asurge more than the official chan- ratesin illegal channel,” sa-
sed substantially, as the yel- ~ at34,500atola(l0grams),so- in supplies through the ille- nelduetowhichthedifferen- id a jeweller in the city also
lowmetal is gettingcostlier. ~ urcessaygoldincashisavai- galchannel. _ceinrates of thetwomarkets requestinganonymity,

This is evident from the lable atZ34,000.In normal co- This clearly shows that haswidened,a sourcesaid. If Gold touched 234,000
increasing gap between pri-  urse, the gap between rates  there is a higher supply in the rates stabilize at thecur-  a tola level after a gap of 'six
ces in grey market, where in the markets is up to  cash market these daysand rentlevel, thegapcouldcome  years. Prior to this the rate
gold can be purchased in 2200 or so. Last week, howe-  yolu eshave gone upt0o. A backtonormaltoo. had touched asimilarhighin
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Copper retreats from seven-month
peak on firm dollar and profit-taking

REUTERS
Copper prices slipped from
seven-month  highs on
Thursday as the dollar firmed
and investors cashed in gains
from a rally in the previous
session fuelled by falling
inventories.

On Wednesday LME copper
broke through technical res-
istance at $6,400, which
triggered profit-taking along-
side a stronger dollar, said
Saxo Bank commodities ana-
lyst Ole Hansen.

The premium for cash zinc
over the three-month LME
contract rose to $26.50 Alu-
minium was bid up 0.5 per
cent to $1,875 after failing to
trade in official rings.

Zinc was bid down 0.9 per
cent to $2,674, lead was bid
0.4 per cent higher at $2,048,

Oil near 2019 highs

Meanwhile, oil prices
hovered around 2019 highs
on Thursday, bolstered by
OPEC-led supply cuts and US
sanctions on Venezuela and
Iran, but were capped by slow-
ing growth in the global
economy.

US West Texas Intermediate
(WTI) crude oil futures were at
$57.17 a barrel at 1320 GMT, 1
cent above their last settle-
ment, and close to a 2019 high
of $57.55 of the previous day.

Brent crude futures were
down 4 cents at $67.04 after
touching a 2019 peak on Wed-
nesday at $67.38.

0il prices have been driven
up this year by supply cuts led
by the Organization of the
Petroleum Exporting Coun-
tries (OPEC).

The main factor keeping oil
prices from rising even fur-
ther is soaring US output,
which rose by more than 2
million bpd last year to a re-
cord 11.9 million bpd.

The swelling production
hasresulted in rising US oil in-
ventories.

US crude oil stocks rose by
13 million barrels to 4485
million barrels in the week to
February 15, according to a
weekly report by the Amer-
ican Petroleum Institute on
Wednesday.

Gold slips from
10-month peak,
palladium eases off
record high

REUTERS

February 21

Gold slipped on Thursday from a 10-
month high hit in the previous ses-
sion after minutes from the US Fed-
eral Reserve's last meeting kindled
expectations of an interest rate hike
this year, while palladium fell from
an all-time peak.

Spotgold was down 0.2 per centat
$1,335.60 per ounce at 1317 GMT, hav-
ing hititshighestsince April19in the
previous session at $1,346.73. US gold
futures fell 0.7 per cent to $1338.20
perounce.

Morgan Stanley said inanote gold
would need more than justa weaker
dollar and a dovish stance from the
Fed to drive its price higher, adding
that the bankhad closed itslong pos-
ition in the metal.

Gold prices have gained 4 per cent
so far this year on expectations the
US central bank will pause its in-
terest rate hiking cycle, and on
hopes for a trade deal between the
world's two largest economies.

Meanwhile, palladium fell 0.8 per
cent to $1,476.13 per ounce after the
autocatalyst metal briefly surpassed
the $1,500 level on Wednesday,.
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NALCO eyes
X2,000 crore
.net by 2020

PRESS TRUST OF INDIA
BHUBANESWAR

Aluminium major NALCO
aims to raise its net profit
to more than 32,000 crore
by 2020 and Rs 2,500
crore in next three years
using a new business mo-
del, a top company official
said on Friday.

When the global econo-
my was reeling under eco-
nomic slowdown, with the
metal sector being affected
the worst, NALCO took a
conscious decision of in-
troducing an all weather
business model that fo-
cused on benchmarking
and quantification, the
company’s chairman and
managing director Tapan
Kumar Chand said after in-
augurating an event here.
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SURESH P IYENGAR

Mumbai, February 22

Steel companies have urged
the Centre to tighten the eli-
gibility criteria foriron oreand
other minerals bidding to en-
sure that companies with less
orerequirement do not corner
large mines andhoard asset.

Incidentally, the mining
policy for coal addresses thisis-
suewell. In the case of coal auc-
tion, a steel company is eli-
gible to bid only if the
extractable coalis less than 150
per cent of its annual require-
ment and the mine’s overall
capacity meets its require-
ment for 30 years.

“Such eligibility criteria is re-
stricted to only coal mine auc-
tions. In the case of other min-
erals, small companies bid at
exorbitant price and hoard
large mines. In the process,
theygainvaluation and higher
working capital limit,” said an
executive of a large steel
company.

As of January-end, the gov-

. ernment had auctioned 53

mineral mines of which 32 are

| coal blocks. Revenue for gov-

ernment from the auctions is
estimated at ¥1.83 lakh crore
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which can be realised only if
the winning bidders start min-
ing and pay the auction price,’
royalties and contribute for
District Mineral Foundation,
he added.

In arecent letter to the min-
ing ministry, Uday Kumar
Verma, Secretary General, As-
socham, said, some of the bid-
ders are participating in auc-
tion beyond their mineral
requirement for their end-use
plant leading to hoarding and
accumulation of resources.

“These resources will never
convert to production and
steel industry would continue
to suffer for want of raw mater-
ial. Such practices are not only
counter-productive but also

r . .
‘Ensure bid norms prevent iron-ore hoarding’

Mines and Mineral Develop-
ment  (Regulation)  Act.
Moreover, State governments
will also lose revenue and auc-
tion premium,” he said in the
letter addressed to Narendra
Singh Tomar, Minister for
Mines and Rural
Development.

Moreover, the industry has
urged the government to in-
crease the upfront payment
for the winning bidder to
three per cent.

Presently, the MMDR Act
pegs upfront payment for the
winning bidder at only 0.5 per
cent of the resource value pay-
able in three instalments of 10
per cent each on successful
bidding and mining plan ap-
proval and 80 per cent at the
time of lease execution. This
leads to hoarding of minerals

~ for future use or for capacity

expansion.

The winning bidder should
pay at least 50 per cent of the
upfront payment as first in-
stallment.

Defaulting bidders should
not only be banned from fu-
ture auctions, but also cough
up the premium for the entire
resource, said the executive.
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New Delhi: The steel minis-
try has red-flagged Indian
Railways’ plan to import
rails, arguing that domestic
manufacturers should be giv-
en preference and the state-
run transporter should work
out a long-term strategy for
local production, whichisthe
government’s thrust under
PM Narendra Modi’s ‘Make
inIndia’ scheme.

This is the second time in
two years that the railways’
import plans are facing scru-
tiny after the Modi adminis-
tration put in place a public
procurement policy that
gives preference to domesti-
cally-produced- goods. After
placing an order to importan
estimated fivelakh tonnesfor
the current financial year,
the railways has sought an
exemption from the govern-
ment order for a four lakh
tonne order to meet its re-

T i en

TRACK RENEWAL

quirement for next year
Against its requirement of 14
lakh tonnes for the current fi-
nancial year, therailways has
estimated that it will need 17
lakh tonnes next year.
State-run SAIL has a ca-
pacity to produce 12 lakh
tonnes while JSPL can man-
ufacture another 6 lakh
tonnes of rails, prompting
fresh resistance from the
steel ministry, sources told
TOI. The ministry has now
sought details from railways
with sources indicating that

Govt flags rlys steel import
plans, says ‘make

Sidhartha@timesgroup.com

in India’
close its long-term strategy
for expansion of tracks and
renewal of existing ones so
that adequate capacity is cre-
ated in the country. “Every
country that has done this
kind of work hasrelied on lo-
cal manufacturers. If need-
ed, SAIL can work with rail-
ways and plan its capacity
augmentation, including a
possible joint venture with
railways,” said a source.

On its part, the railways
believes that there is a short-
age of manufacturing capac-
ity and supply needs to be
augmented via imports.

SAIL is already augment-
ing its capacity to produce 20
lakh tonnes of rails and in-
vested inanew facility in Bhi-
lai. Inabid toimprove its safe-
ty record, the railways is re-
placingtracks, apartfromlin-
ingupamegaexpansion plan
to boost its share in freight
traffic and is also building
two freight corridors.

the transporter needs to dis-
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ETF investors are mining for precious metals

Trading volume
spikes in the
$11-billion VanEck
Vectors Gold
Miners ETF

The S$u-billion VanEck Vectors
Gold Miners ETF, ticker GDX,
saw trading volume spike to its
highest in two months.

About 90 million shares
worth over $2 billion ex-

changed hands, double the
fund’s usual volume and more
than any other US ETF that day.
GDX is the largest materials ETF
and tracks corporations_that
are primarily involved in min-
ing gold and silver.

Gold on a high

The price of gold has climbed
more than 12 per cent in the six
months through Wednesday,
extending its late-2018 rally
while equities remain volatile

after a rough end to 2018. The
precious metal offers a poten-
tial hedge against global polit-
ical uncertainties such as the
US-China trade war.

Bullion is also bolstered by
continued signs of flexibility
from the Fed. As the prices
surge, investors are placing
bets on just who the biggest
winners will be: mining
companies.

When the price of gold goes
up by 11 per cent in a very short
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period of time, a lot of that falls
right to the bottom line and in-
creases profitability and mar-
gin, said John Ciampaglia, the
chief executive officer of
Toronto-based  Sprott Asset
Management.

That obviously translates to
tremendous operating leverage
for the gold mining companies.

Reigniting the M&A cycle
The fund’s heaviest weightings
reflect companies across the

globe — Newmont Mining Corp
in the US, Barrick Gold Corp
and Franco-Nevada Corp in
Canada and Newcrest Mining
Ltd in Australia — but consist
mainly of Canadian companies.
Newmont mining buying
rival Goldcorp Inc in January,
just three months after Barrick
Gold announced plans to buy
Randgold Resources Ltd, has
also reignited the M&A cycle in
the gold mining sector, accord-
ing to Ciampaglia. 8L00MBERG

* companies

Betting Big
Gold prices moving
up translates to
operating leverage
for gold mining
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INTERVIEW | SANTOSH- SHARMA
‘Our mine expansion programme will
reduce India’s import dependence by 25%

We will take ore capacity to 20 million tonnes by 2024: Hindustan Copper’s CMD

INDRANI DUTTA

A listed PSU, Hindustan
Copper Ltd. (HCL) is a verti-
cally integrated copper pro-
ducer, engaged in mining,
beneficiation, smelting/re-
fining and manufacturing
value-added products. Re-
cently, HCL has been taking
efforts to insulate itself from
the volatility of international
copper prices by entering in-
to non-LME linked items of
production. The company’s
CMD Santosh Sharma
shares his thoughts. Ex-
cerpts from an interview:

HCL is now pursuing a
¥5,500 crore mine-
expansion plan that will
increase its capacity to 20
million tonnes by 2024.
Could you elaborate?

m Mining and ore explora-
tion are HCL's key growth
areas.

Our mine expansion plan
aims to take ore capacity
from 3.8 million tonnes in
2018 to 20 million tonnes by
2024.

The capital outlay is
phased over five years.
About 1,000 crore has al-
ready been invested.

The strategy involves ex-
pansion of existing mines,
reopening of closed mines in
Jharkhand and development
of new mines.

The expansion projects
are located in Madhya Pra-
desh, Jharkhand and Rajas-
than. Most of the funding
would be through internal
accruals.

To what extent will it reduce
import dependence?
m With the completion of the
expansion projects by 2024-
25, copper availability will
be suffice to meet 30% of In-
dia’s demand against the
present 5%.

Consequently, concen-
trate import will decline by
25%. It will help HCL to en-

In ’
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investments in
exploration is
needed urgently

hance its profitability (even
if LME prices drop sharply).
This is because of a huge cost
reduction due to the econo-
mies of scale.

For HCL, the benefit
would be that we will then
be able to scale up and play
by volume.

India holds about 2% of
global copper reserves. In-
creasing resource base
through investments in ex-
ploration is needed urgently.

HCL has a crucial role to
play here.

Depth exploration in ex-
isting mining leases (beyond
the 300-500 metres done
now) is another thrust area.
We plan to undertake an ex-
ploration programme cover-
ing geophysical and depth
drilling in existing mines in
Rajasthan, Jharkhand, and
Madhya Pradesh and com-
plete it in two years.

Our joint venture, Chhat-
tisgarh Copper Co. Ltd will
boost these efforts.

Could you share your mine
expansion strategy?

m We are implementing a
three-pronged strategy of ex-
pansion at four mines — Ma-
lanjkhand (Madhya Pra-
desh), Surda and Khetri
(Jharkhand) and Kolihan
(Rajasthan).

We are reopening two
mines at Rakha and Kenda-
dih (Jhakhand).

Of these, Kendadih has al-
ready been reopened. These
were closed years back
due to unviable op-
erations.

This has now
improved  with
availability of
new technolo-
gy and larger
operational

scale. The tendering process
has begun for Rakha. Along-
side, we are also setting up a
greenfield mine at Chapri Si-
deshwar (Jharkhand).

So, the bulk of the projected
capacity will come from the
underground mine under
development at
Malanjkhand, which has the
single largest copper deposit
in India?

m The eight-million tonne ca-
pacity will come from the
Malanjkhand underground
mine which is under deve-
lopment. Initially, five-mil-
lion tonne capacity will be
achieved. We are going to try
out new things here.

What is your progress at
Banwas?

m The production ramp-up
from the Banwas mine has
commenced this fiscal and
will increase to six lakh
tonnes by 2020. At Malanjk-
hand, we will gradually tap-
er off opencast mining.

Will HCL operate these new
expansion projects, or will
you outsource?

m Except Khetri and Kolihan,
we have planned to operate
all the other mines through
outsourcing mode. Tender-
ing process is now under

way. We plan to expand
through the EPC mode for
most of these mines.

What advantages does HCL
enjoy over its competitors
like Sterlite and Birla Copper,
as India’s sole copper miner?
m The business model of
private companies viz. Birla
and Sterlite are based on cus-
tom smelting i.e they are im-
porting copper concentrate
and processing in their smel-
ter and refinery plant.

Private players’ business
is essentially low-margin,
high-volume business. As an
integrated producer, HCL's
margins are linked with LME
copper prices. Compared to
private players, HCL enjoys
higher profit margin.

You had plans of getting into
new metals as a means of
entering non-LME linked
sectors. Has this progressed?
= We have taken initiatives to
monetise the waste generat-
ed during ore mining. .

These are copper ore tail-
ings and mine waste rock of
Malanjkhand mine.

A plant of annual capacity
of 3.3 million tonnes has
been installed at Malanjk-
hand to treat ore tailings and
the trial run has begun.

HCL has over 100 million
tonne stocks of tailings at
Malanjkhand and at Khetri.

So, we have the raw mate-
rials and now, we only need
to prove our efficiency in
processing in this parallel
line of business, where Hin-
dustan Copper can actually
become a precious metals
producer too.

rock stock at Ma-

lanjkhand can be
used as railway
ballast aggregate
in the construc-
tion sector. Lab
tests by RDSO,
Lucknow have
been successful.

The 200 million-tonne " |
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Gold retreats

The strong $1,310-1,300 support
cluster can limit the downside

GURUMURTHY K

It was a volatile week for gold.
The global spot gold prices
surged in line with our ex-
pectation, breaking above the
key resistance level of $1325
per ounce. Weakness in the
dollar helped gold breach the
$1,325 hurdle. The US dollar in-
dex fell from around 97 to a
low of 96.25. It helped gold
surge to the high of $1347.
However, the yellow metal
prices reversed sharply lower
from the high, giving back al-
most all the gains made dur-
ing the week. Gold made a low
of $1,323 and bounced slightly
from there to close at $1,329.4,
up 0.52 per cent for the week.

Silver on the other hand
surged, breaching the key res-
istance level of $15.8 per
ounce. The global spot silver
made a high of $16.22 and re-
treated to close at $15.92 per
ounce, up 0.86 per cent for the
week.

On the domestic front, the
gold and silver futures con-
tract on the Multi Commodity
Exchange (MCX) moved in
tandem with the global
prices. The MCX-Gold made a
high of 34,031 per 10 gm and

fell-back to close the week 0.4
per cent higher at 333,517 per
10 gm. Similarly, the MCX-Sil-
ver contract reversed lower
after making a high of
%40,993 per kg. The contract
closed at ¥40,268 per kg and
was up 0.8 per cent.

US-China talks

Increasing optimism on the
on-going US-China trade talks
is a major factor that is cap-
ping the upside in gold. Both
the nations have agreed to ex-
tend the negotiation by two
days. If the talks fail to strike a
deal, the proposal of a higher
import duty on Chinese
goods by the US will come
into effect from March 1. This
will trigger a sharp sell-off in
risky assets.

Global equities have been
rallying over the last couple of
weeks on hopes that the US
and China will strike a deal. A

- sell-off in equities will be a

positive for gold, which will
trigger a sharp rise in the yel-
low metal prices. But if a deal
is struck or the March 1 dead-
line gets postponed by 60
days, as proposed by the US
President Donald Trump,
equities will surge, resulting

in a fall in gold prices on ac-
count of increased risk appet-
ite in the market.

Dollar outiook

The US dollar index (96.5) sta-
bilised above 963 in the later
part of the week after having
fallen from around 97. The
near-term outlook is slightly
negative for the dollar index
to dip to 95.8. A strong break
below 95.8 will increase the
likelihood of the index falling
further to 95 in the short
term. Such a fall could be pos-
itive for gold.

On the other hand, a strong
break above 97.3 is needed for
the index to gain momentum
and move up to 98 and 98.3.

Gold outlook
The support at $1320 for
global spot gold ($1,329.4 per

ounce) has held well last
week. As long as gold trades
above $1,320, an upmove to
$1,345 and $1,350 is possible in
the coming days.

It will also keep the possibil-
ity high of gold testing the
crucial long-term resistance
level of $1,360. On the other
hand, if gold breaks below
$1,320, it can dip to $1,310 or
$1300.

Cluster of supports are
poised between $1310 and
$1,300. As such, a fall breaking
below the psychological level
of $1,300 looks unlikely at the
moment.

The MCX-Gold (%33,517 per
10 gm) has the key 21-day mov-
ing average as well as trend
line support at <33,200.
Though a test of this support
is possible in the near term, a
break below it is less likely. An

rom high, but stays bullish

upward reversal from this
support will have the poten-
tial to breach the key resist-
ance level of ¥33,750. Such a
break will pave way for a fur-
ther rally to ¥34,600 and
¥34,700 in the short term.

Silver outlook

The global spot silver ($15.92)
has come-off after testing the
key resistance level of $16.2 in
the past week. The weekly
candles indicate that silver
could remain range-bound
between $15.5 and $16.2 for
some time.

Abreakout on either side of
$15.5 or $16.2 will then determ-
ine the direction of the next
move. A break above $16.2 can
take silver initially higher to
$16.35.

Afurther break above $16.35
will then increase the likeli-
hood of the prices surging to
$16.8 and $17. On the other
hand, if silver declines below
$15.5, it can test $15.2 and $15.
However, such a fall, breaking
below $15.5, looks less likely at
the moment.

The MCX-Silver (340,268
per kg) has come-off after test-
ing the key resistance level of
%40,900 last week. The near-
term outlook is mixed. The
contract can trade broadly in
a sideways range between
%39,000 and ¥41,000.

MCX Gold
Supports
333,200, 32,900
Resistances
33,750, €34,650

MCX Silver
Supports
¥39,400, 339,000
Resistances
%40,600,%41,000
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Indian iron ore unaffected by global volatility

Domestic prices fell as a result of their
own supply and demand dynamics

SATYA SONTANAM

Global iron ore prices have
been highly volatile recently
on concerns of supply crisis,
after the world’s top producer
Vale SA’s mining operations
were forced to be shut down,
following a mining dam col-
lapse. While the international
prices spiked immediately in
the wake of the news, reach-
ing two-years high, they
settled down on reports of in-
creased production plans
from other manufacturers
and China's slowdown.

The Indian iron ore in-
dustry was, however, unaf-
fected by the developments In
fact, the prices fell, playing by
their own supply and demand
dynamics.

Global scenario

The iron ore market has been
in turmoil since January 25,
when the Vale SA’s mining
dam collapsed in Brazil .

The situation was further
accentuated by the Brazilian
court order to suspend com-
pany’s operations at another
mine, Brucutu, on safety
grounds. Suspension of these
mines would lead to an an-
nual production loss of 70
million tonnes that is roughly
3-4 per cent of the world’s sup-
ply of iron ore. Measured,

however, as a percentage of
the total high-quality ore in
supply in the world, the loss
due to closure of Vale’s mine,
will be high.

So, the concerns over ore
shortage in the global market
pulled up the prices of iron
ore.

By the second week of Feb-
ruary, the Singapore iron ore
futures contract was 8.4 per
cent higher (from January
price) at $90.7 per tonne, and
the leading global contract
traded in Dalian, up 4.9 per
centat $96.4 per tonne.

Prices  have, however,
cooled over the last week.

This follows reports that
Vale and other companies —
BHP Group, Rio Tinto Group
and Fortescue — will ramp up
their existing mining capacit-
ies. This is set to reduce the
loss of production to about 10
million tonnes.

It must be noted that iron
ore prices drop only in case of
high-grade ores, while low-
grade ores stick to the upward
momentum.

The user steel industry
might now prefer lower grade
to reduce the input costs of
higher ore prices.

Global iron ore price move-
ment also depends on how
the largest consumer of the
world, China, tackles the

problem and its economic
activity.

Though China’s iron ore
mining industry is suffi-
ciently large, production has
been impacted in the past sev-
eral months on account of a
strict environmental clamp-
down.

If China is not able to in-
crease the production to meet
its demand, there is going to
be an explicit deficit, which
could prompt the prices to
move higher.

At this juncture, the situ-
ation looks uncertain with
mine suspensions, environ-

mental restrictions and po-
tential ramp-ups.

India plays independently
Indian iron ore prices are not
following international mar-
ket prices trend now. In 2019,
NMDC had cut prices of iron
ore lumps and fines to 26 per
cent and 24 per cent respect-
ively over the December price
levels. Piling up of inventory
would be one of the reasons
that prompted NMDC to axe
the prices. Going forward, do-
mestic iron ore prices are not
expected to rise sharply.
According to an ICRA re-

port, India’s iron ore produc-
tion has been on the rise and
is likely to touch 211 million
tonnes in FY19 (210 mt in FY18)
despite the closure of Goa
mines of Vedanta and Donim-
ali mines of NMDC.

Higher production is on ac-
count of merchant miners
maximising their output be-
fore the expiry of mine leases
in March 31, 2020. As per a
Crisil report, leases for

*Closure of Val's mine
in Brazil

“Environmental curbs in
China impacting
production

*Concerns over global
shortage

Cost-efficient
Global steel industry
may prefer
low-grade ores to
reduce input costs of
higher ore prices

around 80 mt of iron ore pro-

duction capacity are set to ex-
pire in early 2020. This is a
sizeable portion of India's
production at 210 mt in FY18.
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Steel cos set to hike price for third time this month

Impact of rising
iron ore prices
and global trend

Mumbai, February 25

Steel prices are set to go up by
1,000 a tonne with companies
getting ready for another hike in
price in line with the global trend
and firming iron ore prices.

In fact, steel companies have
hiked hot-rolled coil prices twice
since the start of this month by
%750 and 1,000 a tonne, taking
advantage of rising prices globally.

NMDC on Monday announced
plans to hike iron ore prices by

%400 a tonne with immediate ef-
fect. Following this, steel compan-
ies may rise prices further by
about %1,000 a tonne in March as
the domestic prices are currently
at a discountto the landed cost of
imports, said a source.

Incidentally, the series of steel
price hikes come after it remained
subdued for the last three months
due to weak demand from auto-
mobile and white-goods sectors.

The previous hike had come in
Octoberand ever since companies
have accumulated inventory put-
ting pressure on their balance
sheet, headded.

The price hike comes as a big re-
lief for large steel producers such

as JSW Steel and Tata Steel which
had sold less than what they had
produced in the December
quarter.

Tata Steel produced 334 million
tonnes (mt) in the third quarter
and sold only 2.97 mt. Similarly,
JSW Steel produced 423 mt but
sold 3.68 mt. But with the do-
mestic steel demand still lan-
guishing, it is to be seen whether
the price hike can be sustained.

Iron ore price
NMDC, the largest iron ore sup-
plier, had raised lump iron ore
prices by 15 per cent to 33,000 a
tonne and fines by 17 per cent to
2,760 atonne.

Earlier this month, Odisha
miners also increased ore prices
by%250-300 a tonne following the
global trend. Despite the hike, iron
ore prices are tradingat 15 per cent
discount to the international
prices and there is enough room
for further uptrend in prices of do-
mesticiron ore supplies.

Iron ore has remained super-
charged since late January after
the dam burst in Brazil shaved off
30 million tonnes of supply from
Vale SA, one of the largest iron ore
producers. Earlier this month,
iron ore prices surged globally to
five-year high on concern of an-
other production cutof 30 million
tonnes by Vale.

The price hike comes as a relief for large steel producers which had sold
less than what they produced in the last quarter o

s
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Near-term outlook
is positive for
MCX-Aluminium

MCX Aluminium
Return:-3% ¥/ko
175
165
155
145
135
125
Feb 26 Feb 25
2018 2019
GURUMURTHY K

BL Research Bureau

After hovering above X130 per kg in a narrow
range, the aluminium futures contract on the
MCX climbed last week. The contract gained
about 3 per cent in the past week and is trad-
ing at X135 per kg.

The near-term outlook is positive. The con-
tract can extend the current upmove to 138
in the near term. Key resistance is in between
%137.5 and %138. Inability to breach 138 can
trigger a pullback move to X134 or X133. A
strong break and a decisive close above X138 is
needed for the contract to gain fresh mo-
mentum. Such a break will then increase the
likelihood of the MCX-Aluminium futures
contract targeting 142 and 143.

Abreak and a rally to ¥142-143 will be bullish
from a medium-term perspective. It will con-
firm an inverted head and shoulders pattern
on the daily chart. The neckline of this pattern
is at X137 which will then serve as a strong sup-
port. The medium-term outlook will then
turn bullish and the contract can rally to X150
or even higher in the coming weeks.
Short-term traders can go long at current
levels and also accumulate on dips at 133.
Stop-loss can be placed at 131 for the target of
X142. Revise the stop-loss higher to X137 as
soon as the contract moves up to X139.

Global trend

After hovering around $1,850 for a few days,
the aluminum (three-month forward) con-
tract on the LME has risen sharply over the last
couple of days. The contract has surged about
3 per cent in the past week and is currently
trading at $1,913. The outlook is bullish. The
LME-Aluminum contract can rise further to
$1,935 and $1,950 in the coming days. Inability
to breach the resistance level of $1,950 can
trigger a pullback move to $1,900 and $1,880.
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NMDC hikes iron
ore prices by
Rs 400/tonne

NEW DELHI, Feb 25 (PTI)

COUNTRY’Slargestiron ore pro-
ducer NMDC has increased the
price of high grade iron ore
(lumps) by Rs 400 to Rs 3,000 per
tonne. Thestate-runfirmhasalso
hiked the price of iron ore fines,
which are inferior grade ore, by
Rs 400 to Rs 2,760 per tonne.
The revised prices, effective
from Feb 23, excluderoyalty, DMF
(District Mineral Fund), NMET
(National Mineral Exploration
Trust), cess, forest permit fee and
other taxes, NMDC said. This is
second pricerevisioninamonth.
The last revisionjwas done
earlier thismonth on Feb 2 when
it had fixed rates of lmp ore at
Rs 2,600 per tonne &nd that of
fines at Rs 2,360 per tonne.




THE ECONOMIC TIMES DATE :27/2/2019 P.N.10

I’7\IAI.IIE PICKS Analysts say large steel stocks currently trading at marginal discounts ™
to their long-term average EV/EBITDA could be ideal buying opportunities

Time to Buy Steel Stocks? Tata,

Jindal and JSW Get Upgraded

Rajesh.Mascarenhas
@timesgroup.com

Mumbai: The outlook for the Indi-
an steel sector is bright with key
brokerages hiking target price and
upgrading stocks on the back of
strong demand and rising prices.

In the past few days, Morgan Stan-
ley has upgraded the ratings of Jin-
dal Steel to overweight from under-
weight and increased the target
price to 188 from 174. It also up-
graded the ratings of JSW Steel and
Sail to equalweight from under-
weight and increased the target
price of JSW Steel to 296 from 7278
and Sail from %53 to ¥54. Goldman
Sachs also upgraded the ratings of
JSW Steel tobuy fromneutral witha
target price of z315.

Analysts increasingly feel that
large steel stocks currently trading
at marginal discounts to long term
average EV/EBITDA could be best
bets. “Indian steel industry on the
cusp of a multi-yearrun,” said Che-
tan Phalke, CIO - Alpha Invesco.
“It’s a time to take a contrarian bet
due to strong domestic steel prices,

\Qi\sing capacity utilizations, de-lev-

Target Price Raised

-10.00

JSW Steel 284.50 | 300.83 6.17 10.41
Tata Steel 503.60 | 590.40 -25.96 5.87 6.95
SAIL 48.55 56.69 -43.87 5.74 5.70
Jindal Steel &

Poier 158.55| 213.69 -40.72 5.86 18.08
Jindal

Stainless 34.55 45.67 -67.17 418 3.24

* Bloomberg consensus estimates

eraging of the balance sheets and
governments anti-dumping duties
till2022”.

Jindal Steel & Power, Tata Steel,
JSW Steel and Sail have underper-
formed the Sensex between15% and
50% in the past one year.: These
stocks now trade between 5 and 6
times FY 2019 estimated EV/EBIT-
DA asagainst the historical average
of 7x.

Demand has been strong in India
but production has been affected by
sluggish exports. Rating agency
ICRA said recently that Indian steel
demand will grow at over 7% while

Source: Bloomberg

World Steel Association last year
upped its 2019 India growth fore-
caststo7.3% from6%.

Steel prices have firmed up on the
back of these government mea-
sures and firm domestic demand
while international prices too have
recovered. Monthly production
growth has accelerated in the last
twomonths after a long stagnation.

The favorable risk-reward scena-
rio has prompted the upgrades,
analystssaid. .

“Demand recovery from recent
lows and price rises led by global
steel prices and domestic demand

should support earnings growth for
Indian steel companies and drive
stock performance,” said Ashish
Jain, equity analyst, Morgan Stan-
ley India. “Stock valuations too are
supportive, with large steel stocks
now at marginal discounts to long-
term average EV/EBITDA and a
modest premium on price-to-book
of 20% now versus 50% three
monthsago”.

Domesticdemand grew 7.5% in De-
cember 2018 quarter and while it
moderated in January 2019. Analy-
sts expect demand recovery on the
back of industrial capex and some
pick up in consumption demand.
The industry has raised steel prices
by 4% or %1,500 per tonne in the past
month. WithIndian steel prices now
atamarginal discount to the import
parity price vs an 8% premium in
Nov-18, price risk is skewed to the
upside, according to analysts.

“We expect divergent near and me-
dium term steel price trajectory in
CY 2019 with an expected near term
upswingled by higher iron-ore pric-
es due to Vale disruption, restock-
ing in China and strengthening
CNY/USS,” said Abhishek Poddar,
analyst, Kotak Securities. /
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NOT yetready to exit itom coal plants

Given India’s medium-term coal-dependence, clean coal needs a finance and technology push

ROHIT CHANDRA

INDIA IN TRANSITION

n the last five years, there has
been a slow but growing inter-
national consensus around
the withdrawal of financial
capital from the coal industry.
Large sovereign wealth funds and
pension funds, as well as multina-
tional aid agencies like the World
Bank have undertaken this exercise
by announcing their exit from coal
financing. While coal-based gener-
ators in the West were already on
the back-foot because of rising reg-
ulatory costs, most of the coal ex-
pansion in the 2010s has come from
Asia, particularly India and China.
The idea of withdrawing finan-
cial support from the coal industry
is well-intentioned; it is aimed at
hastening the decline of coal-based
power generation and hopefully
encouraging cleaner alternatives in
its place, given the global imperat-
ive of climate change mitigation,
and the local benefits of improved
public health. The problem is that
the blunt instrument of divestment
may actually exacerbate transition
problems in coal-heavy countries.

say nothing of subcontractors).
These industries not only collect-
ively employ many people, but are
also part of an ecosystem which has
been running smoothly for dec-
ades.

Coal-based power plants are not
like renewable plants, where most
of the investment occurs upfront
and then the operations and main-
tenance (O&M) costs remain relat-
ively minimal. Coal plants have
much higher intermittent O&M
costs, and as regulations, particu-
larly around fly-ash disposal, stack
emissions, and effluent waste-water
treatment, have become stricter
over the last few decades, O&M
costs have increased.

In India, State Pollution Control
Boards (PCBs) have not been partic-
ularly effective at monitoring or en-
forcing compliance to these regula-
tions, so one of the places coal
plants have traditionally cut
corners to reduce costs is in these
areas. In the face of a competitive,
regulated power market, and in-
creasing financial pressures due to
an increasingly hostile investment
environment, Indian generators
have few incentives to comply with
regulations given their perpetual
short-term liquidity problems.

With the Ministry of Power ex-

Expansion continues tending the timelines to comply
Many Asian countries are continu- with emission standards for
ing to expand their thermal plants, we can
thermal coal-based see how little mo-
power generation fleet, Scan & share mentum there is in the
despite the falling costs EECE system for regulatory
of renewables. India is compliance.

no exception. Some Part of the problem is
countries that have re- = = that India’s power regu-
dl!ced coal-'based 8ENer- | oo glFphh7B lators have not been
ation continue to rely good at regularly updat-

heavily on exports of

coal (Australia) or coal-generation
power equipment (China). Coal-
based power generation is nota sin-
gular industry; it is a network of up-
stream miners, machinery manu-
facturers, transporters,
engineering consultants, plant op-
erators, and consuming utilities (to

ing prices to accommod-
ate these increases in operational
costs due to regulation. These costs
must be allowed well in advance,
and for the lifetime of the plant if
power regulators want to give gen-
erators the right signals to invest in
CO: scrubbers, flue-gas desulphur-
isation technology (FGD), fly-ash

Much at stake The potential gains in producing clean coal are massive reuTers

management, and more. Other-
wise, the race to the bottom on
power prices will inevitably lead to
power plants skirting regulations.

Expansion in power generation
in India has been largely on the
back of state financing; almost all
coal power plants in India are con-
structed through massive debt fin-
ancing from state-owned banks, re-
gardless of whether the promoter is
a state-owned enterprise or private
company. International investment
in coal generation assets in India
has been minuscule, so coal divest-
ment from India has been largely a
cosmetic announcement rather
than some massive withdrawal of
capital.

The financial crunch to coal gen-
erators has come more from a
series of continual shocks to the
coal ecosystem: cancellation of coal
blocks by the Supreme Court, the
bankruptcy of discoms, logistical
problems leading to coal stock
shortages, and a myopic coal im-
port ban. Looking at the number of
power generators which have been
classified as non-performing or
gone into bankruptcy, this is clearly

an industry desperate for capital,
something India’s state-owned
banks simply cannot provide at this
time,

Creative financing
This is exactly the time when creat-
ive, targeted financing proposals
should be brought in to India to ad-
dress the power sector’s burgeon-
ing problems. Manufacturers of
plant machinery should be ap-
proaching large generators and
showing them the massive effi-
ciency gains that can be made from
applying integrated control sys-
tems to old plants. Often, the cost
savings alone can pay for the install-
ation of these systems.

Multinational infrastructure in-
vestment banks should be working
with Indian engineering consult-
ants to float proposals to finance
CO: scrubbers, FGD systems, and
otherkinds of stack emissions man-
agement in power plants, condi-
tional on continual public report-
ing of all stack emissions from
benefiting plants.

This alone could have massive
public health benefits, particularly

in North India, and would also
make the State PCBs’ lives easier.

Clean coal as anidea has huge po-
tential in India because of the age
and inefficiency of some of our
plants. Given the short to medium
term inevitability of coal-depend-
ence, the potential gains to imple-
menting clean coal are massive.
This would include steps like more
careful material management,
managing coal dust and stack emis-
sions, and ensuring that plant efflu-
ents do not mix with local water
supplies.

Agood example is how the city of
Stockholm was partially powered
by an urban power plant, Vasteras,
which supplemented hydropower
and provided standby and peaking
capacity when required.

This plant not only had negli-
gible effects on urban air pollution,
but, in fact, ran cleanly for more
than half a century until being
slowly phased out. Closer to home,
Torrent Power’s Sabarmati plant
has been running in Ahmedabad

for over 80 years and has operated |

well within the GPCB’s emissions
norms.

The point behind all of this is that
coal improving investments should
not be lumped into the broader
goals of coal divestment. Like most
divestment movements, coal di-
vestment fundamentally misun-
derstands technology systems and
how they change over time. Coal
may well be on its way out in the
coming decades.

But for the moment it is here to
stay, and rather than wishing it

away, it should be pivoted inadirec- |

tion which achieves the goals
which are universally accepted at
this point — reduced air pollution
and climate change mitigation.

The writer is a political scientist and
economic historian working on the
coal and power industries. This article
is by special arrangement with the
Centre for the Advanced Study of
India, University of Pennsylvania
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Palladium soars
above $1,550/0z
on mining strike
fearsin S Africa

REUTERS
February26
Palladium hit a record high on
Tuesday, surgingabove $1,550 an
ounce as a threatened strike by
South African mineworkers ad-
ded to supply concerns in an
already tight market.

Spotpalladium, which traded
as high as $1,554.50 per ounce,
was down 0.5 per cent at $1,534
as of 0731 GMT. The metal has
risen 21 per cent so far this year
on a sustained supply deficit.

At least 15 mining firms in
South Africa, a major producer
of the autocatalyst metal, have
received notices of strikes to be
held later this week. “Support
comes from supply side issues,
mainly from South Africa where
a strike by the union has a po-
tential to disrupt output fur-
ther,” ANZ analyst Daniel Hynes
said, adding that positive news
on Sino-US trade is also provid-
ing support.
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Outlook positive
for MCX-Zinc

MCX Zinc
Return:-16% ¥/kg
,,,,, - 3 el AT o 235
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GURUMURTHY K

BL Research Bureau

The Zinc futures contract on the Multi Com-
modity Exchange of India extended its up-
move in the past week. The contract has risen
about 2 per cent in the past week breaking
above the key resistance level of ¥191.5 per kg.
Itis currently trading at X195 per kg.

The outlook is positive and the MCX-Zinc fu-
tures contract can move further higher in the
coming days. Key support is in the ¥192-191
zone which is likely to limit the downside.
Dips to this support zone is likely to find fresh
buyers coming into the market. An upmove to
X199 is likely in the near term. A break above
199 can take the contract higher to ¥203. The
region between 202 and %203 is crucial me-
dium-term resistance. Inability to breach
%203 can trigger a pullback move to %195 or
even X190 again. But a strong break and a de-
cisive close above %203 will boost the mo-
mentum. It will then increase the likelihood
of the contract rallying to %215 over the
medium-term.

Trading strategy

Medium-term traders who have taken long
positions at X195 and 193 can hold it. Retain
the stop-loss at X183 for a target of ¥212. Revise
the stop-loss higher to %198 as soon as the con-
tract moves up to ¥201. Move the stop-loss to
X202 when the contract moves up to 208.

Global trend

The Zinc (three-month forward) contract on
the London Metal Exchange has risen over 2
per cent in the past week. It is currently trad-
ing at $2,719 per tonne. Near-term outlook is
bullish. Arise to $2,820 looks likely in the near-
term. The level of $2,820 is a strong medium-
term trend resistance. Inability to breach this
hurdle can trigger a pullback move to $2,650.
But a strong break above $2,820 will pave way
for the next target of $2,930.
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Gltanjah Gems’ RP Contests Asset Seizure

Says move has disrupted resolutlon process, asks NCLT todirect ED to release confiscated assets, including property & jewellery

Mohit.Bhalla@timesgroup.com

New Delhi: The resolution profes-
sional overseeing Gitanjali Gems
has contested the Enforcement Di-
rectorate’s seizure of the compa-
ny’s assets on the grounds that the
action hasdisrupted the insolvency
resolution process.

The RP asked the National Compa-
ny Law Tribunal (NCLT) to direct
the ED torelease the confiscated as-
sets, including jewellery and pro-
perty, so that they can be evaluated
independently in accordance with
the bankruptcy code and an infor-
mation document can be submitted
to prospective bidders.

The ED initiated a probe into the
company following the alleged fraud
at Punjab National Bank and filed
charges against fugitive business-
manand founder Mehul Choksi.

The company’s committee of cre-
ditors, which comprises represen-
tatives from 30 banks, is of the view
that the assets in the ED’s custody
are the “suspected proceeds of cri-
me” but until there is a conviction,
they should be left free for valua-
tion, according to a person briefed
onthe matter.

The committee has met twice sin-
ce the insolvency process began but
has been unable to make any pro-
gress towards resolving the claims
of the creditorsintheabsenceof ac-
cess to the company’s records, ac-
cording to the person. The claims of
financial creditors against the com-
pany amount to 6,000 crore.
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BUILDING A CASE
EDinitiated aprobeinto
the company following
thealleged fraud at PNB
and filed charges against
fugitive businessman&
founder Mehul Choksi

The charges pertain to alleged di-
version of funds through offshore
companies by Choksi, who obtained
letters of credit from state-run PNB
to pay overseas suppliers and then
refused tomake good the payments.

The ED’s case under the Preven-
tion of Money Laundering Act pre-
dates ICICI Bank’s filing of insol-
vency proceedings against the com-
pany. The tribunal admitted ICICI

Bank’s plea in October last year and
approved the appointment of Vijay

Kumar Gargof Duff &Phelpsasthe
resolution professional.

A spokesperson for Duff & Phelps
declined to comment on the matter.

The tribunal recently acted on a
similar plea by the resolution pro-
fessional of Sterling SEZ, which is
undergoing insolvency procee-
dings and is being investigated by
the ED, and ordered the agency to
free the company’s attached pro-
perties and allow them to be valu-
ed. Sterling’s promoters, the San-
desaras, are also accused of flee-
ing India to avoid criminal prose-
cution by the probe agency.

Choksi had been absconding even
before the alleged fraud at PNB was
officially called out by the lender.
The authorities have sought to ex-
pedite his extradition from Antigua

where he has obtained citizenship, /.
-/
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GCHANDRASHEKHAR

Despite several risks looming,
including geopolitical, growth
and ‘event’ risks, gold has not
been able to decisively break
out of the narrow $1,300-1,330
an ounce range it has got
trapped in in recent days. The
flow of Brexit related news
failed to enthuse the market, as
also statements by the US Fed-
eral Reserve Chair.

There is still uncertainty
about the future course of ac-
tion by the Fed. In all likelihood
there could be a rate hike in
March and a higher probability
of a pause after that for the rest
of the year.

Headwinds

What happens to the dollar
after the likely pause is key to
unravelling gold’s future mar-
ket direction. There is a belief,
the dollar would stabilise for a
while and then start to weaken
in the second half of the year.

% But importantly, from the

fundamental perspective,
there are headwinds the yellow
metal is likely to face this year.
Gold demand is set to fall. Evid-
ence of this is already available

if one went by India’s imports |

inJanuary. The value of imports
surged by over 30 per cent, pos-
sibly due to higher gold prices.

However, month-on-month

gold  imports
were down
about10 percent gt

because of de- !
mand  condi-
tions. According
toareport, based
on an average
price of $1,292 ¢
per ounce, In-
dia’s imports equate to about
55 tonnes, which is 16 per cent
below the twelve-month
average.:

Another report pointed out
that Swiss exports more than
halved to a mere six tonnes in
January, making it the lowest
monthly figure since at least
2014. There is a massive expan-
sion of domestic refining capa-
city in recent years, which has
led to a sharp rise in import of

‘Gold demand s set to fall

gold doré (semi pure) into In-
dia at the expense of refined
gold, the report pointed out.
Asiswidelyrecognised, India
has always been a price sensit-
ive market and at higher prices
—like at present—one can seea
certain demand compression.
It can be said that 330,000 per
10 gramsis a ‘biting point’in In-
- . (dia, beyond
. which demand
. growth begins
& toevaporate.
There  are
& otheruncertain-
o ties as well. In-
. diaissetforgen-
¥ eral elections
between April
and May. It is during this
period, it is generally believed,
that enormous amounts of
cash change hands. A new gov-
ernment, whose shape is un-
clear at the moment, will be in
place by end-May or early-June.
The Rupee, too, has contin-
ued to remain enervated, stay-
ing above the psychological 70
toa dollar. Aweak rupee makes
imports so much more expens-
ive. Additionally, the rural sec-

i

26

tor — the engine of bullion de-
mand growth — has not
performed well.

If one were to crystal gaze, de-
mand for the yellow metal will
remain subdued as prices con-
tinue to rule at record levels. In
the event, there is a strong pos-
sibility of retailers de-stocking.

In China, too, gold demand is
expected to be subdued and im-
portsare likely to decline in the
months ahead as higher prices
deter buying. However, January
imports surged possibly due to
new import quotas for banks
and retailers stocking ahead of
Lunar New Year holidays. Slow-
ing Chinese growth and weak-
ening currency will influence
market conditions.

Importantly, the trade talks
between the US and China are
being closely tracked. How the
dispute pans out will impact
the currencies of the two coun-
tries which in turn will have an
effect on gold.

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




