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KHANI SAMACHAR
Vol. 3, No-9
(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 9" issue of
Volume -3 for this service named Khanij Samachar for the period from 1%t -15" May
2019.The previous issue of Khanij Samachar Vol. 3, No. 8, 16*-30*" April 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
Price  Weekly Monthly Yearly High Low

Metals ($/tonne)

Aluminitin 1770 -2.9 -5.5 -22.0 2384 1775
Copper 6229 -2.6 -3.9 -83 7324 5810
Iron Ore 87 0.7 6.9 36.4 89 58
Lead 1887 27 -5.2 -16.4 2545 1858
Zinc 2871 -0.6 -4.3 -3.9 3253 2285
Tin 19420 -31 -8.9 -9.0 21914 18400
Nickel 12137 -1.8 -84 116 15749 10437

BUSINESS LINE DATE : 13 /5/2019 P.N.11

N

| GLOBAL Change in % 52-Week
o Price Weekly Monthly Yearly High Low

Metals ($/tonne)

Aluminium Cum . Rl 34 -23.8 2331 1760
Copper 6108 09 ¥ 53 -11.3 7324 5810
Iron Ore 87 -0.6 -03 36.1 89 58
Lead 1807 © -2.9 -6.5 -21.2 2545 1822
Zinc 2152 ; 23 -6.6 -10.5 3253 2285
Tin 19821 2.4 -5.3 -5.0 21914 18400
Nickel 11885 -1.6 95 -140 15749 10437
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1IP RISES 4.7% IN MARCH

Coal, Cement Push
March Core Growth

‘Higher govt capex
boosts cement, steel
sectors and helps
recovery ininfra

Our Bureau

New Delhi: Infrastructure
sector growth recovered for
the second successive month
in March, rising to a five-
month high on the back of
strong output increase in coal
and cement.

The index of eight coresector
industriesrose4.7% in March,

-data released by the govern-
ment on Tuesday showed, im-
proving from 2.2% in Februa-
ryand 4.5% in March 2018.

The eight infrastructure
industries included in the in-
dex - coal, cement, steel, elec-
tricity generation, crude oil,
fertilisers, refinery products
and natural gas -- have a com-
bined 40.27% weight in the In-
dex of Industrial Production
(IIP), suggesting industrial
growth may recover from the
20-month low it had hit in Fe-
bruary.

“Coresectordatashows some
recovery in production of in-
frastructure industries in
March which can be partly at-
tributed to target meeting by

x\most companies in the respec- range,” Sabnavisadded.

to 5-Month High

tive sectors,” said Madan Sab-
navis, chief economist at CA-
RE Ratings. :

Overall, core sector growth
for FY19 in 4.3%, same as that
for the previous fiscal. India’s
economy is estimated to have
grown at 7% in FY19, slowest
paceof riseinfive years.

The higher growth was dri-
ven by a 15.7% rise in cement
output, suggesting some pick
up in construction ahead of
monsoons as this growth is on

a high base of 13.5% rise in the

same month last fiscal. A rea-
sonable 6.7% rise in steel pro-
duction in March also backs
the construction recovery.

“It appears that government
capex has clearly helped ce-
mentand steel sector,” said Su-
nil Kumar, Principal Econo-
mist atIndia Ratings.

Coal production rose 9.1%
butthere wasnocommensura-
te rise in electricity genera-
tion, whichwasuponly1.4% in
March, marking third succes-
sive month of tepid growth.

Crude oil production conti-
nued todecline, falling 6.2% in
March over the corresponding
month last fiscal. Natural gas
production was up 1.4% in
March. Refinery products and
fertilisers were up 4.3% each
in March.

“Given the growth of 4.7% in
March in core sector we may
expect ITP growth of between
4-4.5% and overall growth for
the year also being in this

L
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Essar Steel resolution: NCLAT
prepones hearing to May 7

ENSECONOMIC BUREAU
NEW DELHI,APRIL 30

THE NATIONAL Company Law
Appellate Tribunal (NCLAT) on
Tuesday preponed its scheduled
hearing over the resolution
process of debt-laden firm Essar
Steel to May 7. The Committee of
Creditors (CoC) of the company
had moved anurgent pleatoseek
an early hearing in this matter.

An NCLAT bench headed by
Chairman  Justice S ]
Mukhopadhaya directed the mat-
ter to be listed on May 7, as per a
PTreport. The NCLAT was sched-
uled to hear the Essar Steel mat-
teron May 13, where operational
creditors and other stake holders
of Essar Steel have moved over
distribution of Rs 42,000 crore
coming in from ArcelorMittal.

Essar Steel owns a 10-million-
tonne steel mill at Hazira in
Gujarat. This was among the
first 12 cases selected by the
Reserve Bank of India to be re-
solved under the Insolvency and
Bankruptcy Code (IBC). Ina hear-
ing in this case last month, the
NCLAT suggested the CoC should
notdiscriminate against the oper-
ational creditors.

The promoters of the com-

)\

RCom: NCLAT
allows insolvency
proceedings

New Delhi: The National
Company Law Appellate
Tribunal (NCLAT) on Tuesday
allowed insolvency proceed-
ings against Reliance
Communication (RCom) af-
ter the Anil Ambani-led firm
withdrewa challenge tosuch
amove. RCom will be admit-
ted back to insolvency pro-
ceedings after the NCLAT al-
lowed the debt-ladenfirmto
withdraw its petition chal-
lenging a decision of the
Mumbai-bench of National
Company Law Tribunal toini-
tiate such proceedings. PTI

pany had also approached the
NCLAT, challenging the order of
the Ahmedabad bench of the
National Company Law Tribunal
(NCLT),which had onMarch 9ap-
proved ArcelorMittal’s bid for the
company.On April 12, in this mat-
ter, the Supreme Court had stayed
the disbursement of funds to
creditors while directing parties
to maintain status quo.

It had also asked the tribunal
to expeditiously decide the ap-
pealsbeforeit. The NCLAT initsor-
ders had asked the resolution pro-
fessional of the company to calla
fresh meeting of the CoC to con-
sider redistribution of funds
among financial and operational
creditors. Operational creditors of
Essar Steel are not satisfied with
the CoCover the distribution of Rs
42,000 crore coming fromthe res-
olution plan by global steel major

* ArcelorMittal. The CoC of Essar

Steel has divided operational
creditors of the company into two
types —one with claims underRs
1 crore and another above Rs 1
crore. According to the resolution
planof ArcelorMittal approved by
CoC on October 24, 2018, opera-
tional creditors having claims be-
low Rs 1 crore will get their dues
and those with claims of over Rs
1 crore will receive almost zero.
Financial creditors would get
an upfront Rs 41,987 crore pay-
ment against their admitted
claims 0f Rs49,395 crore while op-
erational creditors were gettingRs
214 crore against their dues of Rs
4,976 crore. Later, the CoCdecided
to allocate an additional Rs 1,000
crore to operational creditors after
NCLTand NCLAT suggested it tore-
work the distribution of funds.
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JNARDDG celebrates foundation day with aplomb

B Jawaharlal Nehru
Aluminium research
development and
Design Centre,
Nagpur celebrates
its Foundation Day

B JNARDDC Director
calls 2018 a
successful year as
centre completed
more than 10
projects and
filed 20 patents

W Staff Reporter

JAWAHARLAL Nehru

Aluminium research devel-

opment and Design Centre
(JNARDDC), Nagpur cele-
brated the Foundation Day
at JNARDDC auditorium in
Wadirecently. DrRanjitRath,
CMD, MECL, was the chief
guest of the programme.
The event commenced
with lighting of traditional
lamp. Dr Rath talked about
mineral security and extrac-
tion of Rare Earth Elements
(REE) and othervaluable ele-
ments from industrial waste
forsustainable development

DC

ndnby .

227 April, 3019

Jawaharlal Nehru Aluminium Research Devalopment and Design Centre
Autonomous Body, Minfstry nf Mings, Government of India

Dr Ranjit Rath, G Vidyasagar, Dr Anupam Agnihotri, C S Gundewar, R N Chouhan and Dr §
P Puttewar sharing the dais during the event.

of country. He thanked
JNARDDC for theirworkand
contribution and also
appreciated their function-
ing. He further appreciated

the development and
achievement of JNARDDC
in last 30 years.

G Vidyasagar, ADG, GSI,
Central Region was the guest
of honour of the event. G
Vidyasagar talked about
work of GSI and the strong
co-ordination between GSI
and JNARDDC in the field of
mineral exploration. C S

Gundewar, Ex-CG, IBM was
also present and
appreciated the work done
by JNARDDC.

Dr Anupam Agnihotri,
Director, JNARDDC, talked
about financial growth of
Centre which was targeted
tofour croreand centre man-
aged to earn more than the
set target. He said that 2018
was a very successful year,
centre completed more than
10 projects and filed 20
patents. Once again centre
has been nominated as sec-

torexperts by bureau of ener-
gy efficiency, New Delhi.

Dr Agnihotri encouraged
employees of JNARDDC by
honouring them with
appreciation certificate for
their contributionin growth
of the Centre.

A panel discussion on the
topic ‘Resource Efficiencyin
Aluminium’ also held during
the programme. Director
also appreciated R N
Zhouhan (Organiser
Resource efficiency in
Aluminium) for conducting

panel discussion. The guests
Dr Ranjit Rath, Dr P K Jain,
IBM, Dr Rajesh Biniwale,
NEERI, Dr  Anupam
Agnihotripresentin the pan-
eldiscussion. DrRath talked
aboutsupplyand demand of
the bauxite and other min-
eral resources for benefit of
the industry.

Dr Biniwale spoke about
environmental aspects of
aluminium industry and

future prerequisite to
take action to tackle
the issue.

MT Nimje, Dr Suchita Rai,
Dr M Najar, Dr Pravin
Bhukte, Dr Upendra Singh,
Vishwanath Ammu and
Priyanka Nayar were felici-
tated for their work during
the event. Dr S P Puttewar
was the best employee of
the centre.

R Sriniwasan and R
Vishakha conducted the pro-
gram during the foundation
day celebration. Dr S P |
Puttewar, Chairman pro- |
posed a vote of thanks

Officials from various
organisations such as GSI,
IBM, MECL, NEERI, MSME,
MINEX CMFIR, and MOIL
were present.
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| Gold demand shines

OUR BUREAU

Calcutta: Gold demand in
India saw a 5 per cent rise dur-
ing the January-March quar-
ter of 2019, driven by a fall in
prices that boosted jewellery
sales during the wedding sea-
son, according to estimates by
World Gold Council.

Overall gold demand dur-
ing the quarter was at 159
tonnes against 151.5 tonnes in
the corresponding previous
quarter. In terms of value,
there was a 13 per cent growth
during the quarter at Rs 47,010
crore compared with Rs 41,680
crore in the same period last
year.
“The strengthening of the
rupee and the fall in local gold
prices towards the later part of
the quarter triggered a rise in

'DEMAND GRAPH
Q1, in tonnes m

Jewellery 119.2 [125.4
Investment 32.3| 33.6
Total 151.5| 159

Q1 (first-quarter, January to
March) gold demand. Growth
of 5 per cent in Indian jew-
ellery demand to 125.4 tonnes
uplifted global demand and
boosted retail sentiment,” said
Somasundaram P.R., manag-
ing director-India, World Gold
Council.

“The increase in auspi-
cious wedding days during the
quarter — three times as
many as those in Q1 2018 —
was also crucial in the rise of

demand,” he added.

Also, he said, there was a
jump in volume as election-re-
lated checks controlled the
grey market, which benefited
the organised retail industry.

Total jewellery demand in
the first quarter was up 5 per
cent at 125.4 tonnes compared
with 119.2 tonnes in the corre-
sponding period of 2018. In
value, jewellery demand grew
13 per cent to Rs 37,070 crore
against Rs 32,790 crore in the
same quarter of 2018.

Total investment demand
for Q1 of 2019 was up 4 per cent
at 33.6 tonnes from 32.3 tonnes
in the same period of 2018.

In value terms, gold invest-
ment demand went up by 12
per cent to Rs 9,940 crore from
Rs 8,890 crore in first quarter
of 2018. 4
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Singareni Collieries eyes
70 mt output in 2019-20

V RISHI KUMAR

Hyderabaci, May 2

After a record performance
last fiscal, Singareni Collier-
ies Company Limited (SCCL)
has planned to produce 70
million tonnes (MT) of coal
during 2019-20 by taking up
new mines.

N SridRar, CMD, SCCL, set
stiff targets for employees
to sustain the growth mo-
mentum and said Singareni
could aim to become a Nav-
aratna or Maharatna.

As some af the under-
ground and open cast
mines are closing, efforts
would be made to open new
mines, including the Naini
coal block in Odisha.

Referring to underground
mines where the company
continues to make some
losses, the CMD said the fo-
cus will be on reducing the
losses further by improving
efficiencies:.

With Singareni seeking to
set up solar power units
across nine locations, the fo-
cus is on expediting the im-
plementation  of
pOWer units.

Last financial year, SCCL
closed with a turnover of
25,828 crore, up 21 per cent
over %21,323 crore it logged
a year before.

The mining company had
produced 64.4 mt up from
62 mt a year before. It is

these

now aiming at a production |

target of about 70 mt.

In order to further step
up output, it is also looking
at opening up new coal
mines within the State and

also expediting the work on

the Naini coal block in
Odisha.

Over the past few years,
the coal output has been
steadily ramped up, and the
commissioning of the coal-
fired thermal power project
has boosted the overall rev-
enues of the mining com-
pany.

It is in the process of set-
ting up an 800-mw expan-
sion project of the thermal
power plant. p
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MUMBAI, May 2 (PTI)

01 gold demnd | up 59

INDIA'S gold demand rose 5 per
cent to 159 tonnes during
January-March period this year
onfallin prices thatboosted jew-
ellery sales during wedding sea-
son, aWorld Gold Council (WGC)
report says. Gold demand stood
at151.5 tonnes in first quarter of
2018, according to WGC'’s ‘Q1
Gold Demand Trends’ report.

In terms of value, there was a
13 per cent growth during the
quarter at Rs 47,010 crore com-
pared to Rs 41,680 crore in the
same period last year.

“The strengthening of the
rupee and the fall in local gold
prices towards the later part of
the quarter triggered a rise in Q1
gold demand to 159 tonnes.
Growth of 5 per cent in Indian
jewellerydemandto 125.4 tonnes
uplifted global demand and
boosted retail sentiment.

“The increase in auspicious
wedding days during the quar-
ter to 21 days from 8 in the same

period of 2018 also | played acru-
cial role in increase in demand,”
WGC Managing Director, India,
Somasundaram PR told PTI here.

Gold prices dropped to Rs
32,000 per 10 grams by the first
week of March, he added.

India's

~ Also, hesaid, therewasa jump
in volume following stringent
checkingduring the ongoingelec-
tions controlled the grey market,
which benefitted the organised
retail industry. “Smuggling has
come down, however structural-

at 159 tonnes

ly nothing has changed. Unless
some policydecisionistakenlike
reducing the Customs Duty to a
reasonable level the grey market
will bounce back after the elec-
tions,” he added. Total jewellery
demand in the first quarter was |
up 5 per cent at 125.4 tonnes
compared to 119.2 tonnes in the
corresponding period of 2018.
In value, jewellery demand
grew by 13 per cent to Rs 37,070
crore against Rs 32,790 crore in
the same quarter of 2018. Total
Investment demand for Q1 2019
wasup by4 per centat33.6tonnes
from 32.3 tonnes in same period
of 2018. In value terms, gold
investment demand went up by
12 per cent to Rs 9,940 crore from
Rs 8,890 crore in first quarter of
2018. The stronger rupee bene-
fited investors, with demand for
gold bars and coins in first
quarter, Somasundaram said.
Totalgoldrecycledin the coun-
try also grew by 14 pc in Q1 of
2019 to 16.1 tonnes compared to

14.1 tonnes in Q1 2018. 7
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I/POSITIVE OUTLOOK after poor March quarter, co expects strong \
industry consumption in FY20 to support earnings growth

Hind Zinc Growth Hinges on

Higher Demand, Steady Price |

Jwalit.vyas@timesgroup.com

ET Intelligence Group: Hindus-
tan Zinc's (HZL) profit fell sharply
in the March 2019 quarter due to lo-
wer zinc prices and declining pro-
duction due to geotechnical issues
at one of its mines. The manage-
mentexpects higher demand for the
metal in FY20 which should support
the miner’s earnings growth.

“Weexpect LME zincpricestorema-
in above $3,000 per tonne in the co-
mingmonths,” said the company ma-
nagement during the quarterly ear-
ningscall withanalysts. Averagezinc
realisation per tonne for the March
quarter was $2,702, 21% lower than
the previous year. :

“Zinc market supplies continued to
remain tight. Ramp-up has been slo-
wer than expected, limiting the avai-
lability of the metal. Historically,
LME inventory for zinc is low at 2-3
days, much below the average of 21
days. Consumption remains strong
in China and emerging markets,” ad-
ded the management. )

In the March quarter, zinc produc-
tion dropped by 15%. The metal acco-
untsforover two-thirds of the compa-
\ny’s revenues, thus dragging the ove-

Mar gtr
(z Cr)
. g,

B sales (%)

YoV Chg | QoQ chg B
(%) [

rall performance. Total revenue
dropped by 13% to %5,491 crore and
EBIDTA (earningsbefore interest tax
and depreciation)fell by 23% to%2,797
crore. Net profitatZ2,012 crore was in
line with expectations, but it was
down 20% year-on-year.

Fortheentire year, the company ma-
de revenues of 14,475 crore, down
11% and EBIDTA of 10,747 crore,
down 13% and a net profit of ¥7,956
crore, down 14%. The performance
was impacted by lower zinc prices
and lower production resulting from
shutdown of open-cast mining.

For the current fiscal, the manage-
ment has given a positive outlook.

“Both mined metal and finished me-
tal production in FY20 will be higher
than last year and expected to be abo-
ut 1.0 million tonnes: We expect to
complete the underground expan-
sion plan announced in 2013, quad-
rupling our mined metal production
capacity to 1.2 million tonnes per an-
num.” said the company. In FY19, to-
tal mined production increased by
29% to 936 kilo tonnes.

The company has a net cash of
?19,500 crore, 17% of total market ca-
pitalisation. In FY19, it paid divi-
dend of 220 pershare. Atthe current
price of 2271, itamounted to 7.4 % di-
vidend yields. :
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Central banks step up gold buying in 2019

Diversification and desire for safe, liquid assets were main drivers of purchases, says WGC

SPECIAL CORRESPONDENT
MUMBAI

Central banks across the globe
are building up gold reserves
with the first quarter of 2019
seeing significant buying from
such entities.

According to the latest Gold
Demand Trends report by the
World Gold Council, central
banks bought 145.5 tonnes of
gold in the first quarter — a 68%
jump from the same period in
2018 and also the strongest start
to a year since 2013.

Meanwhile, the overall global
gold demand rose to 1,053.3
tonnes in the first quarter of
2019, up 7% compared to the
same period last year.

“This year-on-year increase
was largely due to continued

growth in central bank buying,
as well as growth in gold-backed
exchange-traded funds (ETFs),”
said a statement by WGC while
adding that diversification and a
desire for safe, liquid assets
were the main drivers of the
purchases.

On a different note, the first
quarter jewellery demand rose

@ Despite sharp recovery

in investor sentiment in
both equity and debt
markets, appetite for
gold remained solid

ALISTAIR HEWITT

Head of market intelligence, WGC

1% compared with the same pe-

riod last year, at 530.3 tonnes,

boosted by India.

Jewellery demand in India
“A lower local rupee gold price
in late February and early March

'coincided with the traditional
gold buying wedding season,

lifting jewellery demand in India
t0125.4 tonnes, a 5% increase on
the same period last year and
the highest Q1 since 2015,” stat-
ed the report.

Bar and coin investment sof-
tened slightly and was down 1%
to 257.8 tonnes.

According to the WGC, this

" was purely due to a fall in de-

mand for gold bars, as official
gold coin buying grew 12% to
56.1tonnes even as China and Ja-
pan were the main contributors
to the decline.

“The beginning of 2019 saw a
sharp recovery in investor senti-
ment in both the equity and
debt markets, but appetite for
gold remained solid,” said Alis-
tair Hewitt, head of market intel-
ligence, WGC. “In addition, cen-
tral banks on both sides of the
Atlantic putting monetary poli-
cy tightening on hold — and po-
tentially easing — is likely to be
supportive of gold,” he added.
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Rural demand

Imports regaining sheen (miion

Yellow metal displaces precious stones,
gerns as No. 2 commodity inimports

helps gold Year Gold Pearl, preciousstone
. semi-precious stone 5
regain sheen 20132014 2870413 23,987.59
TWESHMISHRA 20142015 34407.18 22,5085
mféﬂﬁl-wﬂ s ] 20152016 3177074 20,069.95
as regaine its position v '
asthe second highestimported L 27'513'03 3’83::?
commodity in the country in 20172018 33,657.21 278
2018-2019 3289722 27,075.64

value terms during 2018-19.
Crude oil continues to top the
country’s import basket.

In 201748, gold was displaced
by pearl, precious stone and
semi-precious stones as the
second highest imported com-
modity by value. A hike in im-
port duties has driven this
switch.

The Finance Ministry had in
September 2018 increased the
customs duty on cut and pol-

Source: Ministry of Commerce

ished diamonds, lab-grown dia-
monds, cut and polished col-
oured gemstones as well as
semi-processed, half-cut and
broken-diamonds from 5 per
cent to 7.5, per cent, and in-
creased theimport duty on jew-
ellery articles from 15 per cent
t020 per cent.

“There has been a higher de-

mand for gold from rural India
that has pushed up overall im-
ports. In 201748, total gold im-
port was 864 tonnes, which
rose to 968 tonnes in 2018-19.
Doré (a semi-pure alloy of gold
and silver) import was at 377
tonnes in 201718 and 444
tonnes in 2018-19,” GV Shreed-

har, past Chairman at the All In-

dia Gems and Jewellery Trade
Federation, told BusinessLine.

There wasa greater dipin the
total pearl, precious stone and
semi-precious stone imports.
“This is because of the hike in
import duty levied by the -
Centre. There is also more li-
quidity in gold that has attrac-
ted higher imports,” an official
aware of the import patterns
said. Analysts had raised con-
cerns as gold import volumes
had moderated in 2017-18, but
imports of precious stones and
pearls did not. “As the latter are
hard to value objectively, they
hint at capital flight and are
worryingly large now particu-
larly given the drop in jewellery
exports,” a report released by a
foreign brokerage in April 2018
had said.

10
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Gold, silver prices in check

Gold dips'to near four-month low by April end

B. KRISHNAKUMAR
After an initial up move in the begin-

ning of April, gold prices both inter- -

nationally and in domestic markets
have remained largely subdued.
The gold price at Comex dropped
to a near four-month low towards
the end of April 2019, driven prima-
rily by the strength in the U.S. dollar
and the strong undertone in the glo-
bal equity markets. The flow of bet-
ter-than-expected economic data
from the U.S. and China also played

a key role in keeping the gold and °

silver prices under check in April.

Comex gold ended the week at
$1,279.2 an ounce and silver at
$14.91 an ounce. At MCX, gold fu-
tures settled at ¥31,453 per 10 gm
and silver ended at 337,423 per kg.

Based on the recent price action,
the short-term outlook for gold and
silver is not too positive.

The price of gold at Comex is like-
ly to be confined to the recent trad-
ing range of $1,260-$1,290 range in
the next few weeks.

A decisive breakout past this
range is a prerequisite to impart
some momentum in the direction of
the price breakout. Until then a
range-bound action within this
price zone is anticipated.

The short-term outlook for silver
is slightly weak in comparison to
gold. A drift to lower levels of $14.10-
14.20 is likely. A break below $14 is
likely to impart further weakness
and a subsequent fall to $13.50-
13.60 cannot be then ruled out.

The upside for silver is likely to
be capped at $14.80-$15 an ounce. A
move above $15.10 is required to in-
validate the negative outlook for
silver.

sitver price at MCX in ¥/kg
38,500 e !

38,000
137,500+

137,000 |

1 1 1 | 1

1 4
- May 03

36,500

I 1
Apr 22

Domestically, MCX gold is likely
to ease to the immediate support at
¥30,650-30,900 per 10 gm.

A move past the immediate resis-
tance at 31,900 would invalidate
the short-term negative outlook for
gold.

MCX silver too is likely to seek
lower levels. A fall to the immediate
support level of ¥36,000-36,100 per
kg, is likely. i

A move above ¥37,900 per kg is
required to infuse some upside mo-
mentum to the MCX silver price.

(The author is a Chennai-based
analyst/trader. The views and opi-
nion featured in this column are
based on the analysis of the short-
term price movement of gold and
silver futures at COMEX & Multi
Commodity Exchange of India. This
is not meant to be a trading or in-
vestment advice. The author shall
not be held responsible for any out-
come based on the decision taken
on the view / opinion furnished in
this column)
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India produces 27 MT steel in Jan-Mar

B Business Bureau

INDIA'S steel production fell by |

about 0.3 per cent to 27.33 mil-
lion tonne (MT) during the first

quarterofthe calendaryear2019, °

according to data from the World
| Steel Association.

During the January-March 2018
period, the country had produced
27.40 MT of crude steel, the data
showed. In January, India had
produced 9.18 MT steel, down
1.9 percentas compared with 9.35
MT in the corresponding month
0f2018.The country in February
2019reportedariseof2.3 per cent
to 8.74°MT as against 8.54 MT in
the year-ago month.

In the subsequent month, the
output fell one per cent to 9.41
MT, from 9.50 MT in March 2018.

In 2018, India’s annual pro-

duction of crude steel had stood
at 106.5 MT, up 4.9 per cent from
101.5MTithad producedin2017.

Indiais thesecond-largest pro-
“ ducer of steel in the world after

China, wliichp_rbdued 80.33MT

during January-March 2019.
India has set an ambitious tar-
get of scaling up its steel pro-

_duction capacity to 300 MT.

InMay2017, the Union Cabinet
also the approved two policies,
including the National Steel
Policy 2017 that envisaged Rs 10
lakh crore investnient to take
capacity to 300 million tonne by
2030-31, to give a boost to the

domestic steel sector. -

The World Steel Association is
one of the largest industry asso-
ciations in the world. Its mem-
bersrepresentaround 85 percent
of the world’s steel production,
including over 160
producers with nine of the 10
largest steel companies, nation-
al and regional - steel
industry associations, and steel
research institutes.

steel -

m—
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Gold to pause

before resuming
downtrend

The dollar’s bullish outlook can
cap the upside before pulling
the yellow metal down again

GURUMURTHY K

It was yet another week of
volatile movement for gold.
After hovering between $1,280
and $1,290 per ounce in the
initial part of the week, the
global spot gold prices
tumbled below $1,280 on Wed-
nesday. The US Fed's indica-
tion that rate cuts may not
come by, triggered this fall.

Gold prices touched a low
of $1,266. However, the pull-
backin the dollar index on Fri-
day helped gold recover.lt
ended the week at $1,279 per
ounce, down 0.5 per cent for
the week.

Dollar to bounce-back
The US dollar index (97.48) fell
initially but, the lesser possib-

L |

ilities of further
rate cut, helped the
index reverse higher
to 98.10. But data
showing slow wage
growth, coupled with a weak
services sector expansion,
dragged the dollar index on
Friday. The dollar index fell
from its high of 98.10 and
closed the week at 97.48. The
broader picture remains pos-
itive. A strong support is in
the 97-96.7 region. As long as
the index trades above this
support zone, the possibility
of breaching 98 and rallying
to 99 is high. The upside in
gold can be capped and the
downtrend may resume.

Gold outlook
The global spot gold (81,279

per ounce) price
has been getting good
support near $1,266. It can
consolidate broadly between
$1,266 and $1,292 in the near
term. If it manages to breach
$1,292, a rise to $1,300-81,302 is
possible. However, a further
rally beyond $1,302 looks un-
likely at the moment, as the
broader picture continues to
remain negative. As such, an
eventual break below $1,266
will trigger a fresh fall to
$1,260 and $1,255.

The gold futures contract
on the Multi Commodity Ex-
change (MCX) was down 1.5
per cent last week. The con-
tract has closed the week at
31,447 per 10gm. The Indian
rupee strengthening against

the dollar kept
the loss wider on the
domestic price. The MCX
contract has to rise past
31,500 to get a breather. Such
a move can take it higher to
32,000 again. Butinability to
breach %31,500 can lead to a
fall to ¥31,000 in the coming
days.

Silver recovers
Silver prices tumbled over 3
per cent intra-week. The
global spot silver prices de-
clined, breaking below the
crucial support level of $14.75
after the US Fed meet. It
tumbled to a low of $14.54.
However, the prices managed
to reverse sharply higher on
Friday, following the fall in
the dollar index. Silver has
closed the week at $14.94 per
ounce, down 0.9 per cent.
The MCXSilver futures con-
tract was down 3.6 per cent in-
tra-week. It made a low of

oc®

36,171 per
kg and
bounced to
close at
336,700 per kg,
{ down 22 per
( e cent for the
C0‘,‘\“@‘ week.

Silver outlook

Global spot silver ($14.94 per
ounce) has an immediate sup-
port at $14.80. If it sustains
above this , an upmove to
$15.10 is possible again. But a
fall below $14.80 will push to
break $14.75 again. A break be-
low $14.75 will see silver tum-
bling towards $14.50. A decis-
ive weekly close below $14.75
will leave silver vulnerable to
a fall towards $1420 and
$14.00 over the medium term.

The MCX-Silver (%36,700
per kg) has an immediate res-
istance at ¥36,900. A strong
break above it can ease the
downside pressure and take it
higher to 37400 and
%37,500. But inability to
breach ¥36,900 can drag it
lower to 36,500 and ¥36,200.
In such a scenario, there is a
strong likelihood of the con-
tract tumbling towards
35,500 in the coming weeks.

The writer is a Chief Research
Analyst at Kshitij Consultancy
Services

MCX-Gold

Supports
¥31,000,%30,500
Resistances
%31,500, 32,000
MCX-Silver
Supports
¥36,200,%35,500
Resistances
36,900, 37,400
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3 ways to bonc

This Akshaya Trithiya, buy gold using digital
platforms, sovereign bonds and ETFs

RAJALAKSHMI NIRMAL
Traditionally, families saved in
gold by buying jewellery. But
with high making charges, in-
vesting in jewellery is not the
smart thing to do. Making
charges, together with the price
of the precious stones in the gold
jewellery, eat into returns. Aside
from all this, gold in the physical
form is an illiquid investment —
jewellers don't pay cash for old
jewellery. And, if you keep the
jewellery in a bank locker, there
are rental charges to deal with.
Here are three best ways to buy
gold this Akshaya Trithiya

Buying from MMTC-PAMP
Many players today offer a di-
gital platform to buy gold dir-
ectly from MMTC-PAMP — a [V
between MMTC (a Government
of India undertaking) and PAMP
(a global refiner in gold). Motilal
Oswal's Me-Gold is one such di-
gital platform. You can buy gold
foraslowas 1,000 or 0.3 gm. Or-
ders for buy/sell can be placed at
any time of the day and all seven
days of the week.

When you place a ‘buy’ order
through the app, MMTC-PAMP
purchases an equivalent value of
hallmarked gold in your name

and stores it in its vault. When
you decide to exit, you can sell
the gold back to MMTC-PAMP
through a ‘sell’ order in Me-Gold.
The refiner will take it back and
credit the money to the account
with Motilal Oswal. You can also
redeem gold in physical form in
multiples of 1 gm by paying extra
for making charge, and it will be
delivered at your registered ad-
dress.

Payments apps — Paytm,
PhonePe, MobiKwik and Google
Pay—also offer a digital platform
to buy gold from MMTC-PAMP
and orders can be foras lowas 1.

However, there are a few re-
strictions. One, the maximum
period for which you can store
gold at MMTC-PAMP is only five
years. Also, every platform has a
frequency to keep the account
active — in case of Me-Gold, if
there is no buy/sell/redemption
order for 18 months, it will be
deemed inactive and the money
will be refunded by liquidating
the gold at the then prevailing
price. And there are transaction
charges on these digital
platforms.

Sovereign gold bond
For those eyeing returns on in-
vestment in gold, sovereign gold

'withgold

1STOCK.COMIASLAN ALPHAN
bonds are the best option today.
You get interest at 2.5 per cent
per annum on the face value of
the bond.

This means that when the
price of the yellow metal goes
up, you get the twin benefits of
price gain and interest, and
when the prices fall, you are not
impacted as much as those who
invested in physical gold, as you
will get the interest on the bond.

These bonds are issued by the
Reserve Bank of India. All except
NRIs can invest.

Investment in these bonds can
be made through cash (up to
%20,000), cheque or demand

draft. The bonds are issued in de-
nominations of one gm and in
multiples thereof.

Maximum investment in a
year is capped at 4 kg for indi-
viduals.

The RBI fixes the price of the
bond. You can buy these bonds
from banks, the Stock Holding
Corporation of India, designated
post offices, the National Stock
Exchange of India and the Bom-
bay Stock Exchange.

The investment tenure of the
sovereign gold bonds is eight
years. Premature exit is allowed
from the end of the fifth year. In-
vestors who want to exit early

¥

can sell the bond in the second-
ary market.

Gold ETFs <

You can also invest in gold
through gold exchange traded
funds (ETFs). These are units of

mutual fund schemes.
You can buy/sell these units
through a share broker,

provided you have demat and
trading accounts. From the time
these ETFs list on the bourses,
you can sell/buy at the market
price.

These ETFs track the domestic
price of gold. However, based on
the demand/supply of these
units in the market, they can
trade at discount/premium to
the market price or NAV of the

nd.

Also note that, though the cost
of investment in gold ETFs is
cheaper than investing in the
physical form, you will need to
pay fund management charge

and service charge for the

broker.

If you are opening a demat ac-
count specifically for investing
in gold ETFs, the demat account
charges will also have to be ac-
counted for in your total cost.
You also need to be aware of the
high tracking error of these
funds because of their cash hold-
ings. Thus, when you sell, you
may not be able to exit close to
the market price of gold.

Me-Gold advantage

*® You can buy gold for
1,000 or 0.3 gm...

® At any time of the
day

= _All seven days of the
week

Pre-requisite

You can buy/sell ETF
units through a share
broker, provided you
have demat and
trading accounts
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The ABC of gold hallmarking

While buying gold, the hallmark
symbol helps you evaluate its purity

BAVADHARINI KS

India is one of the largest gold
markets in the world. Gold is
cherished both as an adorn-
ment and as an investment,
but it is most sought-after in
the form of jewellery. Akshaya
Tritiya is considered to be an
auspicious occasion to buy
the yellow metal. But, in a
rush to buy at the best rate,
don’t forget to do your due di-
ligence on its quality, as the
value of gold is measured by
its purity.

Gold hallmark

The hallmark symbol certifies
the purity of gold articles in
accordance with the Bureau
of Indian Standards (BIS) —
the national body for stand-
ards. If you are buying gold,
look for the BIS-certified hall-
mark, which ensures you
don’t get inferior quality. In
India, two precious metals —
gold and silver — have been
brought under the purview of
hallmarking. The BIS Hall-
marking Scheme is a volun-
tary scheme operated by the
Bureau through its network

.ing

of regional offices
across the country. As
per this scheme, a jew-
eller applies for and is
granted a licence that
certifies the purity of
gold or silver jewellery.
Each piece of jewellery
he sells is hallmarked
through a BIS-recog-
nised assaying and hall-
marking centre.

The BIS conducts reg-
ular surveillance audit
of assaying and hall-
marking centres, test-
random market
samples from licensed
jewellers.

What to look for

A hallmark consists of four
key components — the BIS
mark, the fineness number,
the assaying and hallmarking
centre’s mark and the jew-
eller's identification mark.
The marking is done using
either punches or a laser-
marking machine. In accord-
ance with BIS procedures,
hallmarking is applied to all
parts of the item that can be

ISTOCK.COM/FERMATE

easily detached, except for
lightweight  items  and
bangles, where it is applied
only once, says a report on
hallmarking from the World
Gold Council (WGC).Let's see
what each component means.
The BIS mark: Any gold
jewellery that is hallmarked
by BIS will bear its logo.
Carat and fineness num-
ber: Another component to
look for is the purity of gold.

This is usually meas-
ured in carat (KT) and
fineness number. A
24KT is considered to be
the purest form of gold;
however, it is too soft to
be converted into any
jewellery. Certain
metals such as copper
and silver are added to
make it durable. For in-
stance, if a jeweller says
22 carat (22K) gold, it
contains, 91.7 per cent
gold, copper, silver and
zinc constitutes the
rest. Fineness number is
also another way to
measure gold’s purity. It
is measured in parts per
thousand. According to
the WGC, 24KT should
be 1(24/24), but there is
likely to be slight impur-
ity in any gold; it can only be
refined to a fineness level of
999.9 parts per thousand. So,
a 22KT is 0.916 (22/24).Accord-
ing to BIS, from January 2017,
the gold hallmark is given for
only three levels of purity —
22K916 (22 carat), 18K750 (18
carat) and 14K585 (14 carat).
Identification = marks:
Another component to look
for is the assaying and hall-
mark centre’s mark or num-

ber and the jeweller’s identi-
fication mark. It is important
to note that the jewellery is
hallmarked by BIS-recognised
assaying and hallmarking
centres and not by jewellers.
There are 400-plus centres in
the country, about 40 per cent
of them in the South.If you
had purchased gold before
December 31, 2016, the year of
making would also be visible
in the jewellery, denoted in
the form of a code, as determ-
ined by BIS. For instance,
there will be ‘R’ for year 2013
The BIS scheme covers hall-
marking for gold medallions
(in the shape of coins) of 995
fineness and below. So, every
time you purchase gold, pro-
ceed with care and caution.

Redressal

If you are not sure of the pur-
ity of gold purchased, you can
have it tested at an assaying
and hallmark centre. The
centre is expected to testthe
jewellery of consumers on a
priority basis and issue a re-
port. If the hallmarked jew-
ellery is found to be of lower
purity, the testing charges will
be refunded and the jeweller
is obliged to replace the item
to satisfy the consumer.

e

{ Bas
ke D
R

Symbolic
significance
Hallmarks are official
marks used in many
countriesasa
guarantee of purity
or fineness of
precious metal
articles
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The only consolation now is the increasing
government spend on infrastructure
projects, says JSW Steel’s Joint MD

SURESH PIYENGAR

Mumbai,May 6

JSW Steel has chalked outan
ion plan. The slowd in

How do you see the demand for
steel thisfiscal?

We are cautious on revival of steel
d dthisfiscal duetoliquidity

demand, however, raises many a
question. In an interview with
BusinessLine, Seshagiri Rao, Joint
Managing Director, ]SW Steel, said
he is confident that the expansion
plans are on track to meet future
demand projection. Excerpts:

How did the last fiscal pan out
foryou? *

The last fiscal was challen-
ging for steel companies,
particularly during the
second half.

The global slowdown
and intensive protectionism led
totrade tension and liquidity con-
cern. These three factors had its
impact on the global economy.

In India, there was a liquidity
crisis, non-performing assets
(NPA) issues and banking prob-
lems that started hitting the do-
mestic economy from last
October.

Overall, we had seen some slow-
down in demand.

Despite this, we were close to
achieving our production target.
We recorded a production of 16.5
million tonnes (mt)against target
of 16.69 mt. On sales, we were
Ilower.

issues that persist. Lending has
slowed down due to the crisis in
non-banking financial compan-
ies (NBFC) and banking sectors.
Credit growth is seen at 14 per
cent, but for the industry liquidity
isstillanissue.

The only consolation nowis the
increasing government spend on
infrastructure projects such as
roads, bridges, tunnels,
ports, water and gas
pipeline. Going by mani-
festoes of  political
parties, we expect this
momentum to continue even
after the new government takes
charge.

Steel demand should continue
growing at 77.5 per cent this
fiscal.

How do you see coking coal and
iron ore prices this fiscal?
Global iron ore prices have shot
upin the last few weeks due to the
natural calamity. It went up from
$65 a tonne to $85 a tonne. The
market predicts that the short-
supply of iron ore is not going to
be as grave as expected.

Based on this, prices have star-
ted falling as the miners do not

seea huge shortfallin production.
Hence, the global steel demand
this year may fall to 1.8 per cent
from3.9 per cent logged last year.

After the lower steel produc-
tion estimate, the global gross do-
mestic product (GDP) was revised
and this will have further impact
onsteel demand.

Though coking coal and iron
ore prices are currently high,
there is no structural shift to keep
thematelevated levels.

China’s dependence on Aus-
tralia for coking coal is coming
down as the supply from Mongo-
lia has increased. Iron ore prices
should come down in the second
half of this year,.

Have you set a target for iron
ore imports this fiscal?

Our iron ore imports have come
down drastically. We are not im-
porting as much as we used to
inthe past.

The domestic availability,
particularly in Odisha and Ch-
hattisgarh, has improved even
though it was deficient in
Karnataka. If the current situ-
ation continues, there will be no

Lending has slowed down due to
the crisis in non-banking financial

companies and banking sectors.

Credit growth is seen at 14 per cent,
but for the industry liquidity is still

an issue

SESHAGIRI RAO
Joint Managing Director, JSW Steel

need for us toimportiron ore.

Have the mines that were
auctioned started production?
No. One of the major reasons for
them not being operationalised is
hoarding of mines. Currently,
companies come and bid for the
mine only to ensure that others
donotgetit.

With this, they pay a hefty
premium. The intent is not to op-
erationalise the mine. There is no
hefty penalty on companies that
donothonourcommitments.The
penalty is merely a marginal ini-
tial guarantee given by the bidder.
There is no blacklisting or ban-
ning of these companies from
bidding. The premiumsare not
feasible because the number of

mines that are auctioned
is less than the de-
mand. If the govern-

ment wants to enhance the man-
ufacturing sector’s contribution
to GDP, from 16 per cent to 25 per
cent, then auctioning of mines at
competitive price is important.
This will also ensure that there is
no premium at 130-175 per cent
which makes the project
unviable.

‘Steel companies buffeted by global and domestic headwinds’

How do you see Karnataka
miners’ claim that steel
companies are not buying
them?
This is misinformation. The iron
ore stocks in Karnataka have been
there since 2008-09. They are of a
low-grade, with 40-45 per cent
manganese and needs benefici-
ation. It cannot be exported
either. If they have to sell it in the
domestic market, they have to
price it in such a way that it is vi-
able for the user industry.
The low-grade iron ore in
Karnataka has high man-
ganese, silica and moisture,
but they are priced the
highest. Steel companies are
struggling due to high iron
orecosts, noaccess to coking
coal and high logistics costs.
Iron ore in Karnataka should
be sold at ¥1,600%2,000 a
tonne.

{
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Vedanta Q4
profit falls 46%
to 32,615 crore

SPECIAL CORRESPONDENT
MUMBAI

Vedanta reported a 46%
dip in its fourth quarter net
profit to 32,615 crore on a
15% fall in its net sales to
323,092 crore due to lower
commodity prices, rupee
appreciation and lower vol-

ume ataluminium and zinc
India business.
Mr. Navin Agarwal,

chairman, Vedanta Limit-
ed, said, “FY2019 was a
year of production ramp-
up alongside robust finan-
cials.”

For FY19, profit dipped
by 15% to ¥6,857 crore on a
1% fall in revenue to
390,901 crore mainly due
to shutdown of Tuticorin
smelter, lower volume at
zinc and iron ore business-
es and lower metal prices.

! | THE TIMES OF INDIA DATE : 8/5/2019 P.N.3

Govt moves apex court to prevent mining
of atomic resources by private companies

a single judge bench’s order
and directed the Centreto ex-
ecute the exploration licenc-
es with the private firms
within two weeks.
In the appeal before the
.SC, the Centre said, “Shock-
ing facts of the present case
isthatfive companies, which
applied for grant of explora-
tion licence under the notifi-
cation of June 7, 2010, had a

&
Times NEws NETWORK

In June 2010, the UPA government
had allowed private parties to
undertake exploration of 62 off-
shore blocks. But noticing large-
scale irregularities, the govern-
ment ordered a CBI probe

New Delhi: The Centre on
Tuesday rushed to the Su-
preme Court challenging a
Delhihigh courtorder which
haddirected the government
to execute exploration li-
cences of atomic and rare
mineral bearing blocks
granted to private parties de-

apart, the government or- with Department of Atomic

spite a policy decision not to
allow private players to ex-
ploresuchminerals.

In June 2010, the UPA gov-
ernment had allowed private
parties to undertake explo-
ration of 62 offshore blocks
having atomic and rare min-
eral deposits. But noticing
large-scale irregularities by
several private firms, which
had the same directors and
were registered just days

.

dered a CBI probe.

The Centre took a policy
decision in 2016 “not to auc-
tion atomicahd raremineral
bearing blocks in question,
either for exploration or for
production, to private par-
ties, but considering the
nature and strategic im-
portance in defence re-
quirements, to mine only
through governmental
agencies in consultation

Energy”.
Following the policy deci-
sion, the Indian Bureau of
Mines cancelled its June 7,
2010, order shortlisting16 pri-
vate applicants, who had re-
sponded to the offer for ex-
ploration of offshore blocks
bearing atomic and rare
minerals. Some of these
shortlisted private firms
challenged this in the Delhi
HC, which on April 25 upheld

common director and were
registered after the date of
notification, that is June 7,
2010, inviting applications
for grant of exploration li-
cences... whole process of se-
lection by the screening com-
mittee and the subsequent

letter for grant of explora-

tion licences on April 5, 2011,

diligence.” 2

lacked transparency and due ‘I
Fe
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indalco in consortium to promote
se of aluminium cans for beverages

INANDANA JAMES
Mumbai, May 77
Hindalco Industries Ltd, Ball
Beverage Packaging (India)
Pvt Ltd and Can-Pack India Pvt
Ltd are launching a consor-
tium called Aluminium Bever-
ages Can Association of India
(ABCAI) with the aim of in-
creasing the use of alu-
minium cans to pack bever-
ages.”™

ABCAI intends to partner
with governments, cOrpor-
ates, trade bodies and con-
sumers to spread awareness
on the economic and environ-
mental benefits of alu-
minium beverage packaging.
It will commission studies to
showcase the benefits of such
beverage cans in logistics, re-
frigeration, water and power
conservation.

Awareness gap

Prakash Nedungadi, Group
Head, Consumer Insights &
Brand Development, Aditya
Birla Group, said aluminium
plays a key role in the bur-

Aluminium packaging is
eco-friendly, offers faster
cooling and logistical
efficiency, and is tamper-
proof and easy to carry
and dispose

geoning packaging industry
in India and that the consor-
tium sees a need to bridge the
awareness gap. “We aim to
convert one in every four
beverage packages in India to
aluminium by 2030,” he said.

At just one, India’s annual
per capita consumption of
cans is a far cry from coun-
tries such as Brazil (97), China
(39), the US (288) and Vietnam

(70). Currently, aluminium
constitutes about 5 per cent of
beverage packaging in India.
The number of beverage pack-
ages consumed in India is ex-
pected to reach 50 billion a
year by 2030 from the current
20 billion.

Global benchmarks
“Looking at the global bench-
marks —70 or 40 cans per cap-
ita versus our one — there ob-
viously is an opportunity to
grow. Therefore, when we say
we want to go from one can to
eight cans per capita over the
next 1112 years, we think it’s a
reasonable goal, which we
should all work towards. Then
we can then see whether we
want to raise that further,”
Nedungadi told BusinessLine.

He pointed out that alu-
minium packaging is eco-
friendly, offers faster cooling
and logistical efficiency, and
is tamper-proof and easy to
carry and dispose. Alu-
minium is also infinitely re-
cyclable, he added.
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Gold continues to struggle despite rising global tensions

COMMENTARY

GCHANDRASHEKHAR
—L

It is unclear what will prompt
gold to decisively break above
the psychological $1,300 a troy
ounce because many of the
props are already in place: geo-
political tensions are rising;
trade talks between USA and
China are floundering; major
economies have either slowed
or are slowing; central bank
purchases continue; and there
is still chance that the US Fed-
eral Reserve will cut interest
rate possibly in the second half
of theyear.

Despite several positive
factors in its favour, the yellow
metal has failed to benefit and
continues to languish at
around $1,280/oz. This has flum-
moxed many investors, espe-
cially die hard gold bulls. While
inflows into gold ETFs were a
key driver of gold demand in
the last quarter (more pro-
nounced in January), the last

several days have seen steady
outflows from gold ETFs. So,
questions are now being raised
about gold’s safe haven status.
The answer lies in the de-
mand side, so often overlooked
by many. India and China are
two of the world’s largest mar-
ketsfortheyellowmetal.
Without doubt, Indian de-
mand was strong in the first
quarter of the calendar year
with imports up 20 per cent
year on year. Data suggest that
India imported $33 billion
worth gold in March which
equates to roughly76-77 tonnes
representing a one-third in-

crease year on year. A fall in ru-
pee price triggered by a
stronger currency surely en-
couraged buying.

While Q1 demand was ro-
bust, the trend is unlikely to last
beyond April. The next four
months - June to September -
are seasonally low demand
months as the country’s rural
areas engage in farm related
activities. It is a low season for
the physical market. What will
happen beyond September is
anybody’s guess as the country
risks below-normal rainfall.

At the same time, China’s
first quarter imports were

down by 50 per cent. Chinese
demand for gold has been weak
in recent months. A cut in VAT
from April 1 is likely to poten-
tially support demand. But
sluggish Chinese economy will
resultin demand compression.
In other words, looking ahead,
the demand side is not looking
strong for China and India
both

Interestingly, as of April 30,
according to CFIC data, specu-
lative financial investors com-
pletely reduced their net short
positions in gold. This suggests
that investors are still bullish
about the yellow metal and ex-
pectaprice rise sooner or later.

So, what can trigger a price
spurt? Riskaversion is expected
to return later this year. One,
President Trump’s higher im-
port tariffs can hurt the US eco-
nomy which in turn may force
the Fed to lower interest rates.
ETF buying will also provide a
significant support to gold
prices.

As it happens often, gold has
been dragging other precious

metals downinrecentdays.The
gold [silver ratio has risen to 87,
its highest level in over 25 years,
according to experts. Speculat-
ive financial investors remain
pessimistic about silver. The
price differential between gold
and platinum has widened
again to $420/oz. Palladium has
been rather volatile given its in-
dustrialapplication;butoverall
the metal is expected to decline
from the current levels.

Meanwhile, with a new gov-
ernment likely to assume office
in less than three weeks, lobby-
ing for a reduction in customs
dutyongold import hasstarted
in the country. There is of
course little merit in this de-
mand. The new government
will need revenue from various
different sources; and as a de-
merit commodity, gold is most
unlikely to be favoured with a
dutycut.

Thewriteris a policy
commentator and commodities
market specialist. Views are
personal
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“Going forward, there will be
volatility in prices of commodi-
ties in the midst of global trade

O

wars. |
mo % Al
thus ssing on cutt

and raising volumes to widen
our margins,” said Vedanta
CEO Srinivasan Venkatakrish-
nan on Tuesday. For instance, in
its aluminium business, Vedan-
ta managed to cut down costs of
production to $1800/ tonne from
$2300/tonne.

At the current price of 163.4,
Vedanta’s stock is trading at 3.5
times anticipated FY20 EV by
EBIDTA. This is much lower
than its global peers, BHP Billi-
ton and Anglo American,

[Vedanta Earnings, Margins
Likely to Remain Subdued

which trade at 5.9 and 4.4, re-
spectively, according to Bloom-
berg. According to Bloomberg,
analysts are expecting the com-
pany todelivera50% jumpinits
net profits in FY20. After the
March quarter performance,
analysts may revise their esti-
matesdownward.

Vedanta’s gross debt went up
to 66,225 crore as on March 31,
2019 an increase of 28,066 crore
year-on-year, mainly due to ac-
quisition of Electrosteel Steels
in May 2018 and borrowings at
Hindustan Zinc India, the com-
pany said.

CEO Venkatakrishnan said he
is hopeful of re-opening the Tut-
icorin smelter in FY20 and is
working with allstakeholdersto,
facilitate the process.
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NALYST PICKS HDFC Bank and NTPC, too have a“‘\
high share of buy ratings in the 30-share group

L&T Most Preferred
Stock Among Sensex
Pack, Vedanta Least

Ami:Shah@timesinternet.in

ETMarkets.com: Larsen & Tou-
bro (L&T) has emerged the most
preferred stock in the Sensex-
pack, climbing 11 positions from a
year ago, while Vedanta turned
out to be the least preferred.

The analysis includes stocks
from the Sensex pack thathave the
highest percentage of ‘buy’ or
‘strong buy’ ratings.

To be sure, this analysis does not
take into account absolute num-
bers of ratings, and the percenta-
‘ges are pegged to the change in the

number of analysts trackinga par-.

ticularstock.

As of April 25, the L&T stock had
93.6% of the total 31analystsrating
the stock a ‘buy’ or a ‘strong buy’,
data from Reuters Eikon showed. It
currently has 29 ‘buy’ ratings, 1
‘hold’ and 1 ‘sell’ rating. A year ago,
the company ranked 12th in terms
of most preferred stock. Around
79.5% of the total of 39 analysts
that tracked the company rated ita
‘buy’ or a ‘strong buy’. It had 31
‘buy’, 6 ‘hold’ and 2 ‘sell’ ratings.

In a note on May 20, ICICI Securi-
ties maintained a ‘buy’ rating on
L&T and said it estimates the engi-
neering and construction firm’s
consolidated earnings at 12%
CAGR (compounded annual
growth rate) over FY18-FY21E and
value the company on a SoTP (sum
of the parts)basis toarriveata tar-
getprice of 1,605.

The brokerage was also optimistic

“on the company’s ongoing takeover
plans for Mindtree. “We believe, the
company’s financial position is
strong enough to fund the Mindtree
acquisition deal and is unlikely to
impact growth prospects of other
segments,” analystsat ICICI Securi-
tiessaid in the note.

HDFC Bank, the most widely
tracked stock among Sensex com-
panies with a total of 48 analysts
tracking it, was the second-most
preferred stock.

Currently 91.67% of the analysts
rating it have a ‘buy’ or ‘strong buy’
ratingon it. The stock currently has

.44 ‘buy’, 3 ‘hold’ and one ‘sell’ ra-

tings. At the end of April 2018, it had
45‘buy’, 3 ‘hold’ and 2 ‘sell’ ratings.

“HDFC Bank remains the safest
play in the current macro scenario
with adequate bandwidth to captu-
re market opportunities. It has best
in class return ratios, robust retail
franchise, healthy growth rates, su-
perior asset quality and value un-
locking opportunities from subsidi-
aries,” Axis Securities said inanote
on April 23, reiterating a buy rating
on the stock.

NTPC, shared the rank, with
91.67% of analystsratingita ‘buy’.
However, it was relatively thinly-
tracked with only 24 analysts
trackingit.

Accordingto Jefferies, NTPC sho-
uld see twin benefits of operatio- .
nal improvement and capacity ad-
dition in nextfive years, and poten-
tial earnings upside of 5-6% from
power demand driven PLF (plant
load factor) recovery could be an
additional benefit. It maintained a
‘buy’ rating on the stock, and said it
was a good near-term and medium-
term portfolio holding.

Metals and mining firm Vedanta
emerged the least preferred stock in
the pack. The company on Tuesday
reporteda45.54% drop in the March
quarter profit at 22,615 crore.

“Despite impending cost efficien-
cies in key divisions, we find the
upside capped in the stock owing to
impending lower LME Zn (Zinc)
prices,” Edelweiss said inanote, as
itmaintained a ‘hold’ rating on the
stock with a revised price target of
%175 compared with 2200 earlier.
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Jwalit.Vyas@timesgroup.com

ET Intelligence Group: Bucking
thetrend in the midst of a slowdown
inIndian consumption, Titan main-
tained a growth guidance of 20% for
the current fiscal. India’s largest je-
weller said last fiscal was not so go-
od, but things have started to
change from the beginning of the
currentfiscal said the company ma-
nagement in a call with the ana-
lysts. Beside consolidation from
structural changes is also helping.
Titan is the fastest growing large
consumer company and could out-
perform the industry with such

Titan Expects 20% Growth Despite
Slowdown in Jewellery Industry

. growth. Intermsof valuations, at50

times FY20 expected earnings, Ti-
tan’s stock is slightly higher than
the industry average of 45 times.
“We have seen a visible slowdown in
the jewellery industry over the last
two years. We know that most jewel-
lers are in distress, which is a positive
for organised player like us. Market
share gain has been our story for the
last two years,” said Subbu Subrama-
niam, CFO, Titan. “The market is so
large, and we areonly 5%.”
Subramaniam refrained from gi-
ving any guidance on the margin
frofit though he said with 20% growth
heexpectsoperatingleveragebenefits
tokick in. The company added a total

of 115 stores with 130,000 square feet in
FY19. Analysts expect a 34% earnings
growth for FY20.

Titan saw sales grow 23% and net
profitjumped26% in FY19. The com-
pany hasbeengainingon theback of
higher sales from wedding jewelle-
ry. “Weddingjewellery isnow 20% of
the total jewellery sales from less
than10% three years ago. We intend
to take this to 35%,” said Subrama-
niam. Wedding jewellery making
involves higher complexities and
margins are also higher. In FY20,
there are 40% more auspicious wed-
ding dates than last year. Jewellery
was 81% of the revenues and 89% of
the total profit. :
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Tata Steel to sell 19% stake in
Oman limestone mine arm

Sl : ;
stone mining in Oman. Con- |

Mumbai, May 9
Tata Steel is planning to sell
19 per cent of its sharehold-
ing in the Oman-based
limestone mining company,
Al Rimal Mining LLC, to
Oman National Investments
Development Company
(Tanmia).

*In a statement, Tata Steel
said it has signed a definit-
ive agreement to induct
Oman National Investinents
Development Company as a
shareholder in Al Rimal
Mining LLC.

The mining company a
step-down subsidiary of
Tata Steel.

The company-was formed
with the objective of lime-

sequent to the deal, the in- |
direct shareholding of Tata
Steel in Al Rimal Mining LLC
will reduce to 51 per cent
from 70 per cent.

The other existing share-
holders of Al Rimal Mining
LLC will also sell their part
stake of 11 per cent to Tan-
mia.

After the transaction, Tan-
mia will hold 30 per cent in
Al Rimal Mining LLC.

The closing of the trans-
action is subject to fulfil-
ment of some conditions
precedent under the agree-
ments.

The parties shall jointly
work towards fulfilment of
the same, said Tata Steel.
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SC defers NGT
levy over sand
mining in A.P.

LEGAL CORRESPONDENT
NEW DELHI

The Supreme Court on
Thursday deferred an Na-
tional Green Tribunal
(NGT) order directing the
Andhra Pradesh govern-
ment to deposit T100 crore
for not checking illegal

sand mining in the Krishna

river. :

The decision was based
on a civil appeal filed by
the State.

In its appeal, the State
argued that the Tribunal
went beyond the provi-
sions of the law and initiat-
ed suo motu proceedings
on the sole basis of a letter
containing “vague, false
and misleading allega-
tions” about illegal sand
mining.

The Tribunal had even
asked the Central Pollution
Control Board and the
State Pollution Control
Board to conduct an in-
spection on the basis of the
allegations levelled about
illegal mining in Prakasam
Barrage in Krishna river.
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Cos expect European

Commission to block

deal over fear of high
prices after merger

Our Bureaus

Kolkata | Mumbai: Tata Steel
and Thyssenkrupp abandoned
plans to merge their steel busi-
nesses in Europe as they expect
thedealtobeblocked by the Euro-
pean Commission. Tata Steel fell
6% as it needsto look for another
way to spin off the European ste-
elunitand cut/debt.

23

While “the proposed JV was an
important strategic initiative to
create a sustainable portfolio, help
deconsolidate the European busi-
ness and deleverage its balance
sheet, Tata Steel remains commit-

ted to the strategy
e and would explore
TataSteelfell  alloptionstoachi-
6%asitneeds  eve similar outco-
tolook for mesinthefuture,”
another way the company said.
tospinoffthe . Tata Steel Europe
furopeansteel had debt of €2 bil-
unit&cutdebt lion as on March

31. “Every option
for Tata Steel Europe will be consi-
dered and pursued,” Tata Steel
CEOTV Narendransaid inreply to
aquestionabouta possible Plan B.

The two companies had signed

Not Falling In Place

WHAT LED TO PLAN FOR JV IN EUROPE

Cooling steel demand -
after 2008 financial crisis

Rising
manufacturing

costs and low raw

ITata Steel, Thyssenkrupp Call
Off Union of European Ops

definitive agreements on June 30,
2018, to create a 50:50 JV. The EC
hadraised concernsoverhigh pri-
ces for electrical steel, automotive
steel and packaging, among
others, in theevent of the merger.

The companies announced they
were scrapping the plan in official
statements on Friday.

Thyssenkrupp said making furt-
her concessionsover EC concerns
“would adversely affect the inten-
ded synergies of the merger,” ad-
ding “theeconomiclogicof theJV
would no longer be valid”.

Tata Steel added: “Consequently,
with deep disappointment, the
partners assume that EC will not
approve the joint venture.”

:’mm'»a

‘Plan to Cut Debt won'

J
-
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I?Tata Steel cracks 6% leads market fall *

"SENSOR

PRESS TRUST OF INDIA
Mumbai, May 10

Falling for the eighth straight
day, the BSE Sensex slipped 96
points while the NSE Nifty
ended belowthe11,300-markon
Friday amid rising trade ten-
sions. between the US and
China.

Aftera highlyvolatile session,
‘the 30-share BSE benchmark
closed 95.92 points, or 0.26 per
cent, down at 37,462.99. The in-
dex hit an intra-day low of
37,37039 and a high of 37,721.98.

Similarly, the broader NSE
Nifty shed 22.9 points, or 0.2 per
cent, to settle at 11,278.9. During
the day, the bourse hit a low of
11,251.05 and a high of 11,345.8.

Tata Steel was the biggest

§

Most banking stocks fared better on Friday amid trade war worries.

The country’s largest lender SBI led the sector with a gain 0f 2.94

per cent on the BSE ReuTERS

loser in the Sensex pack, tum-
bling 6.1 per cent, following re-
ports that German industrial
conglomerate  Thyssenkrupp
expected«the European Com-
missien to “block” its plan to
merge its European steel busi-
ness with the Indian steel giant.

Other losers included HCL

Tech, YES Bank, Indusind Bank,
TCS, ONGC, Bajaj Finance,
PowerGrid, Vedanta, Asian
Paints, NTPC and Hero Moto-
Corp, which shed up to 4.07 per
cent.

SBI was the top gainer, up
2.94 per cent, after the country’s
largest lender reported a net

profit of ¥838.4 crore for the
fourth quarter of 201819 on a
standalone basis as non-per-
forming assets declined.

Bharti Airtel, ICICI Bank,
HDEC twins, Axis Bank, Kotak
Bank, M&M and Tata Motors too
ended in the green, rising up to
2.09 per cent. Earlier in the day,
the US hiked tariffs on $200 bil-
lion worth of Chinese imports,
prompting Beijing to threaten
retaliation. According to Joseph
Thomas, Head — Research,
Emkay Wealth Management,
the market see-sawed through
the day, indicating the difficulty
in taking a specific direction,
mainly due tothree factors—ex-
pectations of strong counter
tariffs from China against the
US action, high oil prices and
the country moving into the
last phase of the elections.

7
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Tata Steel, German co

Thyssenkrupp call off JV

@timesgroup.com

Mumbai: Tata Steel and
German conglomerate
Thyssenkrupp have deci-
ded to call off their steel jo-
int venture (JV), expecting
the deal to be rejected by the
European Commis-
sion over competi-
tion concerns.

The JV, announ-
ced in September
2017, was supposed to
create Europe’s se-
cond-largest steel company
with a turnover of 15 billion
euros, behind ArcelorMittal.
The deal was expected to sta-
bilise and cut down the debt
of the Tatas’ loss-making Eu-
ropean steel business. The

collapse of the JV is a set-
back to Tata Group chair-
man N Chandrasekaran’s
restructuring initiatives.
The European Commis-
sion will announce its
decision by June 17. Tata
Steel and Thyssenkrupp
had tried to offer “signifi-
3 cant concessions” to
assuage the commis-
M| sion’s concerns, but
1| those didn’t help. If
further commit-
ments were made,
then it would “affect
the basic foundation” of the
venture, making it uneco-
nomical, Tata Steel said.
The commission was ex-
pecting substantial conces-
sions in the form of sale of
assetsof theJV.

With the merger now
abandoned, Tata Steel said
it will work towards impro-
ving the performance of
Corus besides exploring
other options for the unit
(which is now known as Ta-
ta Steel Europe). The focus
is to make the European
operations  cash-positive
this year, said Tata Steel
CEOT V Narendran.

Tata Steel acquired Co-
rus for $13 billion in 2007,
which marked its foray into
Europe and which was the
biggest merger & acquisi-
tion by an Indian corporate
at that time. The acquisi-
tion, however, never made
money for Tata Steel and it
had to write off billions of
dollarsdue tolosses.
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VIDYA RAM

LONDON

The European Commission
is unlikely to give the go
ahead to the European steel
joint venture planned by Ta-
ta Steel and ThyssenKrupp,
the two companies said on
Friday following conversa-
tions with the regulator.

The firms said while ap-
proval might have been pos-
sible were they to offer
further remedies to allay
concerns around the impact
of the joint venture on the
market, such sclutions
would negate the deal’s syn-
ergies and “adversely affect
the basic foundation” of the
joint venture. Tata Steel said
it assumed the deal would
not be approved, and as a
result it would explore “all
options” for maintaining a
sustainable business in Eu-
rope. ThyssenKrupp said it
would scrap plans to split its
business in two and will in-
stead seek to spin off its ele-
vator business.

The European Commis-
sion, which has conducted
two market tests based on
the companies’ remedy pro-
posals, said the case was on-
going, with a provisional
deadline for a decision by
the Commission of June 17.

Unions have urged Tata
Steel to give workers assu-
rances on their future.

The acknowledgement of

. the problems facing the deal
* — which Tata Steel had said
. would give the structural
- strength it needed to com-

bat the headwinds facing

"Tata, Thyssenkrupp JV
‘may not get EC nod

Adjustments would negate synergies’

" Trostre, a Welsh plant that

the European steel industry
— follows concerns already
expressed by unions and
politicians about the lengths
that the companies would
have to go to, to get the deal
through.

Last month, Tata Steel’s
European Works Council ex-
pressed “profound con-
cerns” about the package of
remedies, accusing Tata
Steel of failing to honour
agreements struck with un-
ions and warned that they
were “unconvinced” the JV
was in the best interests of
Tata Steel Europe.

Among their concerns
was the potential sale of

produces packaging mate- -
rial supplied by the Port Tal-
bot steel works, the Tata
Steel-owned plant, which is
at the heart of its British op-
erations. In addition, unions
had been concerned about
the consequent impact on
Port Talbot.

However, following
another market test by the
European Commission,

based on the concessions of-
fered by the companies, the
Commission told the com-
pany its concerns remained.
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- sand mining in

- bourers loading sand on three

Green activist
confirms illegal

Vena lake

Ashish.Roy@timesgroup.com

Nagpur: While water resour-
ces department (WRD) may
not have found anybody exca-
vating sand from bed of Vena
dam, off Amravati Road, envi-
ronmentalists say evidence is
there for all to see. Green acti-
vist Seema Sahu had visited
the dam on May 8 and seen la-

tractors. She visited the site
on May 10 too and found that
sand had been excavated from
alarge number of spots,

A citizen Sunil Degwekar
alleged officials were hand in
gloves with the sand mafia.
“Their vigilance action will
continue for two or three days
and then it will be back to squa-
reone,” he wrote on Facebook.

WRD section engineer Ra-
jiv. Wasu, however, claimed
his staffer had visited the dam
and found no one digging the
bed for sand. “Our staffer
wentto Vena on Thursday and
Fridaybutdidnot witness any
illegal activity,” he told TOL.

Countering Wasu, Sahu sa-
id activity must have stopped
afteritwas highlighted by TOL.

»>Continued on P 4
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‘Sand shouldn’t be
excavated under
any circumstances’

»Continued from P 1
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reen  activist
I Seema Sahu
said, “What was the
department doing
all these days? If no
illegal activity was
going on where has
all the sand gone,”-
she asked.

WRD had permit-
ted the local tehsil- 1 .
dartoallow villagers totake away silt from the
dried up reservoir. Removal of silt has dual
benefit. The water body’s capacity increases
and farmers get fertile soil for their fields.
However, many people are taking away sand
after removing the silt. f

Sand is in heavy demand in the construc-
tion sector and fetches a good price. Illegal
sand mining is rampant in the district and
elsewhere. Recently, sand smugglers hadtried -
to run over revenue officials when they were
checkingatruck.

Environmentalist Shrikant Deshpande
said that while removing silt increased the
storage capacity of the water body, taking
away sand reduced its water holding capacity
“Sand should not be excavated under any cir-
cumstances. Officials should immediately
take action to stop illegal sand mining,” he
told TOI.

3
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Kistaram open cast mines set
to boost SCCL coal output

MOEF gives environmental clearance for new mine

Call to change work timings

SCCL miner unions raise concern over heat wave

B. CHANDRASHEKHAR
HYDERABAD

After suffering some set-
backs in getting environmen-
tal clearance for its proposed
new minesand expansion of
existing ones earlier this
year, Singareni Collieries
Company Ltd (SCCL) has re-
ceived a boost for its plans of
increasing the coal produc-
tion to 70 million tonnes in
2019-20 by getting the green
nod for Kistaram open cast
mine recently.

The coal company has
achieved a production of
64.4 million tonnes in 2018-
19 and getting the environ-
mental clearance for Kista-
ram open cast mine, with a
capacity of 2 million tonnes
per annum (MTPA), in Sathu-
palli mandal of Khammam
district is expected to go a
long way in its plans to jack
up the production by nearly
6 million tonnes. The green
nod to the proposal has
come three years after pu-
blic hearing conducted on it.

According to SCCL offi-
cials, a committee of experts
in the Ministry of Environ-
ment and Forests (MoEF)
that has gone through the
proposal has recommended
clearance to the mine earlier
this month and has stipulat-
ing several conditions to
keep impact of the mining
activity under check on air,
water and local people.

Appraised separately
Environmental conditions in
and around Sathupalli town
were also appraised sepa-
rately by the panel before
giving its nod.

Major conditions stipulat-
ed by the experts committee
for taking up excavating coal
in the mine include tran-
sportation of coal from mine
face to coal heap through
trucks by covering the coal,
use of mist type sprinklers to
control dust at source,
crusher and in-pit belt con-
veyors and provision of wa-
ter sprinklers all along the
roads to control dust and

SPECIAL CORRESPONDENT
BHADRADRI-KOTHAGUDEM

With most parts of the coal
belt region reeling under
severe heat wave conditions
ahead of mid-May as mercu-
ry hovers around 45 degree
Celsius, the demand for res-
cheduling the work timings
of coal workers in the Singa-
reni Collieries Company Li-
mited (SCCL)’s coal mines in
Kothagudem region is be-
coming shriller.

Almost all the trade un-
ions operating in the coal
belt region have urged the
management of the State-
owned SCCL to change the
work timings of the coal
workers in view of the ex-
treme heat conditions pre-
vailing in the coal mines par-
ticularly the opencast
projects.

The CITU affiliated Singa-
reni Collieries Employees
Union (SCEU) and the AITUC
affiliated Singareni Collieries
Workers Union (SCWU) have
raised the issues facing
workers engaged in surface
mining operations such as
their vulnerability to ex-
treme heat conditions, dur-
ing various programmes
held to mark the World La-
bour Day on May 1.

The leaders of the other
major trade unions also ex-

5
wave conditions. sfiLe PHOTO

pressed their concern over
the gruelling heat wave that
gripped the coal mining
areas and sought change of
shift timings of workers to
protect them from the risk of
heat related ailments.

‘Protect workers’

The opencast mines conti-
nued to sizzle with the tem-
peratures soaring to near 50
degree Celsius making it ar-
duous for the workers to
perform surface mining and
other allied operations in
the OCPs, general secretary
of the SCEU M. Narasimha
Rao said.

Coal miners are suscepti-
ble to heat stroke, exhaus-
tion, dizziness, cramps, and
other heat related ailments
and as such they urgently
need succour from the blis-

e, ) 4
Miners want change in their working hours in view of heat

tering heat wave sweeping
across the coal mining areas,
insisted K Srinivas, a Kotha-
gudem-based activist of the
INTUC. The SCCL manage-
ment had rescheduled the
work timings in OCPs in May
first week in 2017 when simi-
lar heat wave swept across
the Kothagudem coal belt re-
gion, he recalled.

A slew of heatwave miti-
gation measures such as pro-
vision of ORS and butter
milk sachets and makeshift
shelters at the work sites to
provide shade for the coal
workers have already been
initiated in all the coal
mines, said an official of the
SCCL. All the heavy earth
moving machines those de-
ployed in OCPs are equipped
with air-conditioners in the

other fugitive emissions.
Further, the committee
asked the coal company to
control dust emissions
through mechanised sweep-
ing, water sprinkling/mist
spraying on haul roads and
loading sites, long range mis-
ting/fogging arrangement,
wind barrier wall, vertical
greenery system, green belt
and dust suppression arran-
gements at railway siding
were among other specific

conditions stipulated. The
committee also asked the
coal company to take specif-
ic measure to minimise the
mining impact on air, water,
noise, vibrations, stability of
structures, health of people
in nearby villages and their
socio-economic conditions
and relief and rehabilitation
operations. The panel was
particular on giving training
in livelihood activities and
skill development to persons

27

of nearby villages to make
them employable, conduct-
ing medical camps at least
once in six months to ensure
health and welfare of people
in the nearby villages.

“We are expecting green
nod for expansion of a few of
our existing mines this year
as also the commencement
of production in coal block
allotted to us in Chhattis-
garh,” sources in SCCL stat-
ed.
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How toread the runes of LME inventory

Observing the inventory movement of a

metal at warehouses can give a fair picture

of its price trajectory in the short.term

SATYASONTANAM

The prices of base metals diver-
ted from its 2017 upward tra-
jectory, and fell steeply in 2018
following the tariff impositions

" bytheUS.Suchvolatilityisanin-
herent risk-in the commodity
markets. Whetheryouarea pro-
ducer/trader or a buyer of base
metals, it is essential to gauge
the price movements to avoid
being in hot waters.

While understanding the
global market and analysing
the supply-demand dynamics
of ametal is one way to predict
its future price movements, ob-
serving the inventory move-
ment of the metal at ware-
houses also gives a fair picture
of the trajectory of prices in the
short term.

Here, we look at how the Lon-
don Metal Exchange (LME)
prices take cues from the in-
ventory levels at its ware-
houses. Price discoveryatLMEis
underpinned by a global phys-
ical network of about 700 ware-
houses.

In case of physical delivery

L

contracts, LME is usually con-
sidered the market of last re-
sort’.

Inventory=supply

Though the volume of non-pre-
cious contracts traded on LME
was just about 20 per cent of
what was traded on the Shang-
hai Futures Exchange in 2018,
LME is prominent as its ware-
houses are spread all over the
world, unlike the former.

Producersftraders put their
surplus in LME warehouses
when they cannot sell it in the
physical market directly.

Therefore, rising inventoryin
LME warehouses represents
lack of demand in the market
for the metal, and prices sub-
sequently fall. Inversely, dwind-
ling inventory implies in-
creased number of buyers for
the metal on the exchange,
which pushes up the prices.

For instance, when LME in-
ventories f copper were at a
yearlylowof2,96,000 tonnesin
February 2011, prices hit a re-
cord high of $10,170 per tonne.
Then, as copper inventory
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touched a record high of
6,78,000 tonnes in June 2013,
the price hit a then multi-year
low of $6,637 per tonne.

For each lot of the metal held
in an LMEapproved ware-
house, the exchange issues a
warrant,whichisabearerdocu-
ment. When a producer|trader
wants to sell the metal stored in
an LME warehouse to an buyer
outside LME, he/she cancels the
warrants issued, and the metal
is moved from the warehouse.
This means that cancellation of
warrants is a sign of rise in de-
mand,and prices goup onsuch
cancellations.

For example, in March 2009,
the cancelled warrants of cop-
perin LME grew from 3 per cent
to12 per cent of the total invent-
ory in a week’s time, and in the

period, prices rallied over12 per
cent. 4

Thus, considering the clos-
ingstockand the cancelled war-

rants of a metal at LME ware-

housesisvital toforecasting the
prices. One can check daily re-
ports on the inventory move-
mentof metals on the LME web-
siteitself.

Note that the closing invent-
ory includes volumes of can-
celled warrants, too, until it is
loaded out from LME ware-
houses. While analysing the in-
ventory, it is advisable to con-
siderthe closinginventoryafter
deducting cancelled warrants.
The net quantity is termed
‘open tonnage', which is avail-
able for trade on LME. (Open
tonnage = closing inventory -
cancelled warrants).

Say, a daily inventory report
of copper shows a closing stock
0f 1,000 tonnes, open tonnage
of 900 tonnes and cancelled
warrants of 100 tonnes. Here, it
ismore appropriate to consider
the open tonnage of 900
tonnes foranalysing the invent-
ory, as it represents the actual
stock after excluding the stock
earmarked for delivery.

Globalfactors, a caveat

It is equally important that
users of the metal look at other
factors that also dictate prices
in the metals market — mainly,
the USD exchange rate. In
November 2012, despite a drop
incancelledwarrantsincopper,
prices continued to move up
because of adropin the value of
the greenback.

Even now, while inventories
across base metals are lowcom-
pared with a year ago, the mar-
ket is taking cues from the US-
China trade tensions and keep-
ing prices low. For example,
though copper’s current in-
ventory in LME is less than 41
per cent over what it was in
March 2018, the prices haven’t
moved up. In fact, it has
dropped 8 per cent to $6,130 per
tonne from an average of
$6,800 pertonne in March 2018.

A

Did you know?
The London Metal
Exchange is the
oldest trading
exchange for

base metals
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Will gold’s time aayegas

Indians are buying less gold; globally, too,
demand has been weak. And the metal’s

long-term return track record has been poo

RAJALAKSHMI NIRMAL

India’s love for gold has been
losing its sheen. Over the past
decade, the annual demand
for gold jewellery and bars has
dropped from about 1,000
tonnes in 2010 to 760 tonnes
in 2018.

Sovereign  gold  bonds
(SGBs), which were Jaunched
amidst a lot of fanfare, have
also seen their demand drop
over the years.

After raising about %3,451.5
crore in the issues in 2016-17,
collection via SGBs dropped to
%1,872.7 crore in 201718 and
¥643.3 crore in 201819. For the
current fiscal year, there has
been no issue of SGBs till date.
While an issue is usually
opened around Akshaya
Tritiya, this year, there was
none.

Since the firstissue in 2015,a
total of 27 SGBs have been is-
sued; they have collected a
total of ¥7,285.7 crore, which

Gold ETFs no longer a draw

Gold ETF AUM (% cr)
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translates into 24.8 tonnes of
gold. =

Gold ETFs — the exchange-
traded funds in gold run by
fund houses — have also been
witnessing a drop inassets un-
der management with every
passing year. The AUM of gold
ETFs dropped from 11,648
crore in March 2013 to 34447
crore this March. While gold
prices in this period were
%2,800-3,000/gram, investors
selling units and taking out
money explain the drop in
AUM.

The world continues to see
increasing geopolitical risks
but gold is not drawing any
benefit from being a safe-
haven metal. Gold prices have
been moving in a narrow
range, leaving investors who
are holding the metal with
conviction, puzzled. Across
the globe, despite trade wars
and fear of global economic
slowdown, investors’ risk ap-
petite is still high and they are

Amount collected (¥ cr)

3,451.72
2016-17

2018-19

preferring equity to gold.
The fundamentals in
gold are not encour-
r aging. While central
bank buying has been
strong, demand from
consumers in two key
markets — India and
China, which contributea
large chunk to the annual
demand for the metal —is
nothing to write about.

In 2018, consumption de-
mand for gold in India
dropped 1 per cent y-0-y to
760 tonnes and in Greater
China, it was up just 3 per
cent t01,058.3 tonnes. For the
first quarter of 2019, China’s
demand slid 3 per cent over
the same period last year,
while India’s was up 5 per cent

It is doubtful if India’s con-
sumption demand will sus-
tain, given the rising gold
pricesonaweakrupeeand the
poor monsoon outlook.

Investment demand for
gold, too, has been sagging. In
2018, the net inflows into gold
ETFs globally was only 69.3
tonnes, a drop of 66 per cent
over the previous year. In the
first quarter of 2019, gold ETFs
did see some good inflows,

Sovereign India's gold consumption
gold bonds, too, Jewellery + bars (tonnes)
12,000 have fewer takers 1,100

880

660

440
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but there have been
outflows from these funds
over the last few weeks.

Supply in gold, on the other
hand, has been rising. This is
despite new gold deposit dis-
Coveries getting rarer and
rarer. Mine supply has risen at
a CAGR of 3 per cent over the
past eight years. In 2018, total
mine production was 3,502.8
tonnes, up from 3,441.8 tonnes
in 2017 and 2,748.5 tonnes in
2010.

Lacklustre returns

Gold prices have been moving
in the $1200-1300/ounce band
for last five years, and the long-
term return track record of
the metal is poor. The five-year
compounded annual return
of the metal measured in USD
has been 1.6 per cent. The 10-
year CAGR has been 1.57 per
cent and 20-year CAGR, 7.8 per
cent. - ,

For Indians, the weaker ru-
pee helped gold's value grow,

In rupee terms, the five-
year CAGR in gold has
been 33 per cent and
10-year CAGR, 6.5 per
cent.
However, returns
still have not been cov-
ering even inflation. In
comparison, equity mar-
kets have been deliver-
ing handsome returns.
The five-year CAGR in
equity funds (large-cap)
has been12.73 per cent and
10-year CAGR, 13.28 per cent.

Gold may gain its lost
lustre if the tide turns for
equities, and given that pa-
per currencies will only see
their value erode with time, it
makes some sense to invest in
gold. Investing a portion of
your portfolio — say, 10 per
cent—in gold, is still not a bad
idea. For Indian investors, buy-
ing SGBs in the primary mar-
ket or gold ETFs listed in
bourses are an option.

SGBs can be bought in the
secondary market, too, but it's
currently a challenging pro-
cess. Being a government se-
curity, inter-depository trans-
fer has not been happening in
SGBs. Despite RBI allowing it,
depositories haven’t sorted

out the operational chal- -

lenges. If a client buys these
bonds online, and the broker
gets the credit in his pool ac-
count with NSDL (National Se-
curities Depository) but the
client has his/her de-mat ac-
count with CDSL (Central De-
pository Services), the units
cannot be transferred. Some
brokers let clients buy SGBs
online only if they have both
NSDL and CDSL de-mat
accounts. *

india’s fading
love for gold

= pemand for gold
jewels and bars
has dropped

* Sovereign gold
bond collections
have also fallen

*® Gold ETF AUM
the lowest in
the last six years

Diversify

Gold can still be
bought as a portfoli
diversifier to reduc
risks from equity
investment
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Gold stays afloat, but struégles to gain strength
GURUMURTHY K

Gold moved up and managed to sustain relatively higher
within its sideways range, last week. The global spot gold
made a high of $1,292 per ounce and fell back to close the
week 0.5 per cent higher at $1,286 per ounce.

On the domestic front, a weak rupee helped the gold
futures contract on the Multi Commodity Exchange
(MCX) gain more than the global price. The MCX-Gold
futures contract rallied 1.5 per cent and closed the week at
31,904 per10 gm.

A strong sell-off in the global equities helped global
spot gold remain at the upper end at of its $1,266-,292
sideways range last week. US President Donald Trump
tweeting on May 5 to increase the import tariffs on
Chinese goods from 10 per cent to 25 per cent triggered
this sharp fall in the global equities all through last week.
All major indices such as the Dow Jones Industrial
Average (-2.1 per cent), Nikkei 225 (-4.1 per cent), Shanghai
Composite (-4.5 per cent), and India’s Sensex (-3.9 per
cent) and Nifty 50 (3.7 per cent) were knocked down last
week. The developments on the  *

US-China trade talk will need a

close watch. Any positive MCX-Gold
development in it will trigger a Supports:
sharp bounce-back in the equities,  ¥31,150/30,600
which in turn can pull gold lower. Resistances:
%32,135/32,500
Lacking strength
Though the sell-off in equities i
helped gold stay afloat, the yellow MCX Sll.ver
metal is still struggling to breach ~ SUPPOrts:
the range above $1,292. This is ¥36,200/35,500
something important to watch Resistances:
out for, which might reflect the 36,900/37,400

inherent weakness in gold.

Adip in the US dollar index also failed to support gold
gaining momentum. The US dollar index (97.32) inched
lower but at a slower pace. Though it can dip further in
the near term, the key supports at 96.90 and even 96.70
can limit the downside and trigger a reversal. A bounce

from 96.90 or 96.70 can take the index higher to 98 levels

. again. As such, the upside in gold is likely to be limited in
the coming days.
Gold outlook
In spite of the strong sell-off in equities, gold could not
decisively rise past $1,292. This reflects the inherent
weakness in it. The global spot gold (81,286 per ounce) is
retaining its $1,266-12,92 sideways range. Though there is
still a possibility of gold breaking above $1,292, the upside
is likely to be capped at $1,297-1,300. A strong rally beyond
$1,300 looks unlikely. An intermediate support is at $1,280.
A break below it can take gold lower to $1,270-$1,266 in the
coming days. An eventual break below $1,266 will then
increase the likelihood of the fall extending to $1,255.
MCX-Gold (31,904 per 10 gm) futures contract has
been stuck in a sideways range between its support at
31,150 and resistance at 332,135 (21-week moving average)
over the last few weeks. A breakout on either side of this
range will determine the next move. A strong break above
32,135 can take the contract initially higher to ¥32,500. A
further break above 332,500 will then increase the
likelihood of the contract extending its up-move to
33,000 or even higher over the medium term. On the
other hand, if the contract breaks the range below
31,150, a fall to ¥30,600 is possible.

v

Silver underperforms

The global spot silver extended its fall for the second
consecutive week. The global spot Silver prices fell 1 per
cent last week and closed at $14.79 per ounce, thereby
underperforming gold. On the domestic front, the weak
rupee helped the MCX-Silver futures contract close 1.8 per
cent higher at 37,354 per kg.

The global spot silver ($14.79 per ounce) remains
bearish as it failed to rise past the psychological level of
$15 per ounce. A fall to $14.60 and $14.50 is possible in the
coming days. The medium-term picture is more bearish.
There is a strong likelihood of silver tumbling to even $14
over the medium term on a break below $14.50.

MCX-Silver (¥37,354 per kg) looks mixed. It has a key
support at 37,200 and resistance at ¥37,700. A breakout
on either side of these levels will decide the direction of
the next move. A break below ¥37,200 will take the
contract initially lower to ¥36,900. A further break below
236,900 will increase the likelihood of the contract
tumbling to 36,300 in the coming days. On the other
hand, if the MCX-Silver contract breaks the range above
37,700, a rally to ¥38,150 and 38,450 is possible. '
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SCCL achieves envial

ble growth in 5 years

Turnover up by 116.53% and profit by 282%, better than many Maharatna companies

SPECIAL CORRESPONDENT
HYDERABAD &
Singareni Collieries Compa-
ny Ltd (SCCL) has achieved a
growth enviable to even
'Maharatna' companies,
eight Central Government
public sector undertakings,
during the last five years as
reflected in the numbers put
out by the management.
According to officials of
e 130-year-old coal compa-
y, SCCL has achieved a tur-
over of ¥25,828 crore in

of over 116.53%. Similarly,
the company has clocked in-
crease of nearly 282% in its
profits as its profit after tax
has gone up to 1,600 crore
in 2018-19 from %419 crore in
2013-14.

Comparing the perfor-
mance of Singareni with the
figures of sales and profits of
the Maharatna companies
the SCCL officials explained
that Indian Oil Corporation
was the best performer
among the eight companies

Other Maharatna compa-
nies - Gas Authority of India
(49%), Oil & Natural Gas
(36.5%), Bharat Petroleum
(31.2%) Coal India (0.6%) -
could achieve much less.

Other companies

Similarly, in terms of sales/
turnover Coal India has
achieved 55.1% growth fol-
lowed by ONGC (30.9%),
GAIL (28.6%), NTPC (26.5%),
BPCL (24.4%), I0CL (23.8%)
and BHEL (2%), the officials

SCCL has increased sharply
after formation of Telangana
State with the cooperation
and support of the State Go-
vernment. The numbers re-
flect the hard work of every
employee of Singareni. Their
welfare has also been on the
rise with the support of the
Chief Minister”, a senior ex-
ecutive of the company stat-
ed.

Further, the company was
also paying fee for higher
studies to! children of work-

workers and spouse, 27% of
profit share as bonus to
workers and interest-free
house loans, were some oth-
er welfare measures taken
up during the last five years,
he noted.

Reacting on the the
achievement of the compa- -
ny, Chairman and Managing
Director of SCCL N. Sridhar
said: “The achievement of
growth rate of nearly 282% in
profits and over 116.5% in
sales was possible only with

018-19 against 11,928 crore by achieving a growthrate of  of SCCL claimed. ers, corporate medical ser- the team work of workers
n 2013-14 with a growth rate  104.5% in profits. “The growth trajectory of  vices up to %5 lakh for retired  and other staff”
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India fears
“dumping of
Chinese steel

New Delhi: India fears China
could soon start flooding ex-
cess steel into its market after
theUSraised tariffs on Chinese
products due to the escalating
trade war between the world’s
two largest ‘economies, accor-
ding to three government sour-
cesand four industry officials.

As a result, the Indian steel
industry has asked the govern-
ment to put in safeguard duties
of as much as 25% to protect it
from growing imports. These
would be imposed on steel that
the government determines has
been dumped in India at prices
below the cost of production.

“China has excess (steel) ca-
pacity and there i§ a concern
they could reroute it through
other countries like Vietham |
ahd Cambodia intoIndia,” an In-
dian government source with di-
rect knowledge of the matter sa-
id. “Steel sector is vulnerable,”
the source said, declining to be
identified dueto thesensitive na-
ture of discussions. reuters
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