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The Central Library, IBM, Nagpur provided the Classified Mineral News Service
since many years on monthly basis in the 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 staff made efforts to make it successful. This is the 13" issue of Volume -2 for
this service named Khanij Samachar for the period from 1* - 15" July, 2018. The
previous issues of Khanij Samachar Vol. 2, No-12, 16" —30™ June, 2018 were already
uploaded on IBM Website www.ibm.gov.in .

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.

It will be highly appreciated if the valuable feedback is reciprocated.

Mrs. D. H. Vairagare
Asstt. Library & Information Officer
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[# Metals ($/tonne)

Aluminium 2154 1.2 -5.0 127 2603 1876
Copper ¥ 6625 25 3.2 1.7 7324 5779
Iron Ore 60 14 -13 22 8l ' 58
Lead 2405 0.0 1.2 47 2683 2188
Zinc 2907 -2.4 59 55 3619 2734
Tin 19830 32 -3.2 -23 22104 18867
Nickel 14823 24 -0.1 60.2 15749 8883
- —_— =
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Thyssenkrupp, Tata seal deal on European steel JV

The 50:50 venture, to be named Thyssenkrupp Tata Steel, would become Europe’s largest steel manufacturer after ArcelorMittal

VIDYA RAM
LONDON

Germany’s  Thyssenkrupp
and Tata Steel finally agreed
on Saturday to establish a
long-discussed joint venture,
that would create Europe’s
largest steel company after
ArcelorMittal.

The deal was a “strong
answer to the challenges in
the steel market,” and would
create €5 billion in additional
value for both the compa-
nies, the two steelmakers
said in a joint statement.

Concessions secured

The announcement came af-
ter Thyssenkrupp’s supervi-
sory board gave the approval
for the deal late on Friday, af-

A future in steel: The joint venture would employ about

48,000 workers and have estimated sales of €17 billion. =ap

The company created by
the 50:50 joint venture — to

ter the German group se- be named Thyssenkrupp Ta-
cured a number of conces- ta Steel — would be managed
sions to reflect a “valuation by a Netherlands-based hold-
gap” that had developed bet-  ing p employ about
ween the two entities. 48,000 workers and have es-

timated sales of €17 billion.
Synergies are expected to be
in the region of €400 million
to €500 million.

The deal included “proper
compensation” for the value
gap — a number of activist in-

vestors in Thyssenkrupp in-
cluding Elliott had in recent
weeks been pushing for
more favourable terms — in-
cluding the agreement that
in the case of an IPO, Thys-
senkrupp would receive a

time when Europe’s steel in-
dustry faces new pressures,
following the introduction of
25% tariffs on steel imports
by the United States on June
1. In addition to hitting sales
for European companies to

higher share of the proceeds, the lucrative, high-value-ad-
" reflecting a 55:45 ratio in fa-  ded U.S. market, the tariffs
vour of Thyssenkrupp. Thys-  regime is expected to result
senkrupp would also have in more steel being dumped
the right to “exclusively de- onto the European market as
cide” on the timing of an IPO. - low-cost producing coun-
tries such as China struggle
‘Robust and competitive’  to find a market for supplies.
“The joint venture will create
a strong pan-E steel EUrevi fi d:

company that is structurally
robust and competitive,”
Natarajan Chandrasekaran,
Chairman of Tata Steel, said
in the statement. “This is a
significant milestone for Tata
Steel and we remain fully
committed to the long-term
interest of the joint venture.”

The venture comes at a

The EU is investigating
whether its safeguards’ re-
gime against dumping is
adequate, though a number
of other industries — such as
the automotive, and con-
struction sectors — have
pushed back against tough
measures,  arguing it
wouldn’t be in the interests

of European consumers.
“With the joint venture we
create a highly competitive
European steel player —
based on a strong industrial
logic and strategic rationale,”
Heinrich Hiesinger, CEO of
Thyssenkrupp, said in the
statement. “This will help se-
cure jobs and value chains in
European core industries.”

Tata’s U.K. unions

Tata Steel’s U.K. unions wel-
comed the announcement,
including commitments
made to the unions that the
new venture would result in
significant investment across
the UK. steel business, in-
cluding repair of one of Port
Talbot’s blast furnaces. The
deal also backs a commit-
ment to avoiding compulso-
ry redundancies till October
2026, and another that the
first £200 million of any op-

erating profit at the venture
would be invested back into
the business.

“This venture will only
succeed if the necessary stra-
tegic investments are made
to allow the business to
thrive,” said Roy Rickhuss of
the Community union. “We
will be seeking guarantees
over jobs and investment of
the UK. operations of the
joint venture to secure the
future of U.K. steel,” said To-
ny Brady of the Unite Union.

“For this joint venture to
really succeed and to guaran-
tee the longer term future of
the plant, and the UK. steel
industry, sustained invest-
ment in the plant is needed
over and above the currently
committed work on Blast
Furnace 5,” said Stephen
Kinnock, the MP for Abera-
von, where the Port Talbot
plant is located.
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Thyssenkrupp, Tata Steel sign
landmark joint venture deal

German giant to get higher share of proceeds in initial public offering

ENS ECONOMIC BUREAU
MUMBAI, JUNE 30

IN Alandmark deal, Tata Steel and
Thyssenkrupp AG of Germany on
Saturday signed the final agree-
ment to combine their European
steel businesses in a 50-50 joint
venture in a new company.

The proposed new company,
to be named Thyssenkrupp Tata
Steel BV, will be positioned as a
leading pan European high qual-
ity flat steel producer withastrong
focus on performance, quality and
technology leadership. Itwill have
around 48,000 workers and about
17 billion euros ($19.9 billion) in
sales. Based in the Netherlands, it
will be Europe’s second-largest
steelmaker after ArcelorMittal.

However, in case of an Initial
Public Offering (IPO) of the joint
venture, Thyssenkrupp will re-
ceive a highershare of the pro-
ceeds, reflecting an economic ra-
tio of 55/45 in favour of
Thyssenkrupp. Furthermore,
Thyssenkrupp has the rightto ex-
clusively decide on the timing for
a potential IPO.

The joint venture will be man-
aged as one integrated business
throughaholding company head-
quartered in the Amsterdam re-

TOBE NAMED THYSSENKRUPP TATA STEEL BV

B The proposed new
company, to be named
Thyssenkrupp Tata Steel BV,
will be positioned as a
leading pan European high
quality flat steel producer
with a strong focus on
performance and quality

M It will have around
48,000 workers and about
17 billion euros ($19.9
billion) in sales. Based in
the Netherlands, it will

be Europe’s second-largest
steelmaker after
ArcelorMittal

gion of the Netherlands.
Thyssenkrupp Tata Steel will have
a two-tier governance structure
that comprises a Supervisory
Board and a Management Board
each with sixmembers,onwhich
Thyssenkrupp and Tata Steel will
have equal representation. In the
time ahead, the German firmand
Tata Steel will jointly make deci-
sions on the leadership team and
their responsibilities, the German
firm said in a statement.

“The joint venture is built on
the strong foundations of com-
mon value systems and a long
heritagein the industry,” Tata Steel
said in a statement. The transac-
tion is subject to merger control
clearance in several jurisdictions,
including the European Union.
The deal comes after months of
negotiations since aninitial agree-

ment was announced in
September 2017.

Natarajan Chandrasekaran,
Chairman of Tata Steel, said: “the
joint venture will create a strong
pan European steel company that
isstructurally robustand compet-
itive. Thisis a significant milestone
for Tata Steel and we remain fully
committed to the long-term in-
terest of the joint venture com-
pany. We are confident that this
company will create value for all
stakeholders.”

Heinrich Hiesinger, CEO of
Thyssenkrupp AG, said: “we will
create a highly competitive
Europeansteel player-basedona
strong industrial logic and strate-
gic rationale. We will secure jobs
and contribute to maintaining
value chains in European core in-
dustries.” Until completion of the

JV process, Thyssenkrupp Steel
Europe and Tata Steel in Europe
still operate as separate compa-
niesand as competitors. Only after
completion of the JV process,
Thyssenkrupp Steel Europe and
Tata Steel in Europe will be inte-
grated as one company.

The JV will be positioned as a
leading pan European high qual-
ity flat steel producer with a ca-
pacity of approximately 23.4 mil-
lion tonnes. It combines the
businesses of Tata Steel Europe
and Thyssenkrupp Steel Europe as
well as Thyssenkrupp’s Mill
Services business withintegrated
steel making facilities across
Germany, Netherlands and the
UK.The new company will havea
long term external debt of around
2.5 billion euros (subject to com-
pletion of accounts) compared to
a proforma Ebitda (including es- *
timated synergies of approxi-
mately 400 to 500 million euros)
of around 2 billion euros per an-
numin the next 2-3 years.

Thyssenkrupp Seller has
agreed to contribute its entire
shareholding in Thyssenkrupp
Dritte and Thyssenkrupp Second
Participations tothe ]V in consider-
ation forwhich Thyssenkrupp will
be entitled to 50 per cent of the
share capital of the venture. /
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Indian lenders’ nod key

Balju Kalesh & Arijit Barman

Mu‘m_baj.: Heightened political, op-
position in the UK and a significant
drop in the share price from its 2007-
08 peak hasled Anil Agarwal to reex-
amine plans of delisting his flagship
Vedanta Resources Plc from the Lon-
dqn Stock Exchange, said people
with knowledge of the matter.
Qpprobrium against the group’s
mining operations has been buil-
ding up over the years and recently
peaked with a dozen protestors aga-
insta Vedanta project losing their li-

”Ved.an.ta Explores London
Delisting Post UK Protests

Rising political opposition
post Tuticorin, drop in share
price force coto revisit plan:

Facing the Heat
Vedanta was listed in London in 2003

2010: CHURCH of England exits Vedanta
over human rights issues in Odisha

;

Oct 2017: 2,000 Zambian villagers won
right to sue Vedanta in UK over drinking
Wwater contamination in Konkona mines

Feb 2018: SC shuts Sesa Goa operations
in Goa as part of mining crackdown

May 2018: POLICE firing kills 13
protesters at Sterlite Copper site in
Tuticorin in Tamil Nadu; opposition

intensifies in UK following this

v’?‘; in Tamil Nadu.
eentity is largely owned by Agar-
wal anq his family with 28.263:/0 g:ll;i
by public and institutional sharehol-
dgrs such as Blackrock Inc, Standard
Life Aberdeen, Capital Group and
HSBC Holdings Plcamongothers. a
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The metal to
watch in the next
two quarters will
be nickel

G CHANDRASHEKHAR

The palpable risk that the es-
calating trade  tensions
between the US and China
may turn into a full-blown
trade war (and possibly draw
.in other countries as well) is
already beginning to take a
toll on the global commodity
markets, and base metals are
no exception.

The LME (London Metal Ex-
change) base metals index
has fallen to multi-week lows
as speculators are exiting . The
recent rate hike by the US Fed-
eral Reserve and firming of
the dollar are seen pressuring
the market further down,
while softer Chinese data
have been unhelpful.

Slowdown in China

Without doubt, China is the
mover and shaker of the
global base metals market,
and any friction involving the
Asian major sends out negat-
ive signals. Even otherwise,
price of industrial metals

would fall this year owing to
slower growth in China. The
Chinese economy is losing
momentum, and demand is
expected to be more subdued.
Importantly, there are clear
signs of a sharp slowdown in
the pace of China’s credit
growth, driven by delever-
aging of non-bank lending.
Also, public fixed asset invest-
ment in infrastructure has
slowed. Environmental pollu-
tion issues continue to en-
gage policy attention. All
taken together, it stands to
reason to anticipate slower
metal demand growth in the
second half of the year.
Aluminium was trading be-
low $ 2,200 a tonne last week
with the distinct possibility of
the prices hitting $2,100, a
level at which it was trading
before the sanctions on Rus-
sian producer Rusal in early
April. Whether Russian pro-
duction has been hit because
of the sanctions is unclear at
this point in time, but if the
sanctions are lifred — for
whatever reason — the metal
is likely to come under in-
creased selling pressure.
Copper had made signific-
ant gains since last month on
fears of supply disruption in
the wake of upcoming wage

ISTOCK.COM/ALEXXX1981

negotiations in some of the
large mines. While prices are
expected to remain volatile
until the wage negotiations
are completed in July and Au-
gust, the change of sentiment
is caused by escalating trade
tensions. From well over 7,200
a tonne earlier this month,
copper has already shed over
$300 a tonne, losing all the
gains it had made since the
beginning of this month.
Even otherwise, the copper
rally was unlikely to have las-
ted long because the supply
situation is a lot more com-
fortable this year vis-a-vis
2017, while the demand side
looks lacklustre as evidenced
by the surge in exchange

stocks of the metal since the
beginning of the year. Import-
antly, the price increase was,
in some sense, triggered by
speculative capital, which, by
nature, is fickle. Now, with the
change in sentiment, prices
are falling back.

Watch out

The metal to watch in the next
two quarters will be nickel.
For 2018, the refined market
will be in deficit, anywhere
between 50,000 tonnes and
90,000 tonnes. Even at the
lower end, it is the largest pro-
jected deficitas a share of con-
sumption. Nickel’s funda-
mentals are clearly
tightening, and annual deficit

is likely to get larger in the
next 2-3 years.

The Electric Vehicle (EV) re-
volution is widely believed to
add an element of bullish-
ness; but at the moment, EV is
more of a medium-term story.
The technological shift is
likely to take time. Nickel is,
therefore, still essentially a
stainless steel story, and
weaker demand may well
prove to be a strong
headwind. ,

on the other hand, the
global zinc market funda-
mentals are turning increas-
ingly balanced as supplies im-
prove. Indeed, it is widely
believed that in Hi12018, the
market is clearly in surplus.
This is reflected in prices. Zinc
recently dropped below the
psychologically  important
$3,000-a-tonne mark, hitting
a multi-month low.

Primarily used in the gal-
vanising of steel, zinc is an-
other victim of the gloomy
sentiment due to the escalat-
ing trade dispute. In the cur-
rent environment, prices
could fall further, benefiting
consumers.

The writer is a global
agribusiness and commodities
market snecinlict I =

Base metals bend before trde tensions

Pricing pressure

The zinc market is in
surplusinH12018—a
reason why zinc
prices have dropped
below $3,000/tonne
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Gold likely to remain under

GURUMURTHY K

Gold prices continued to take
a beating for the third consec-
utive week. The global spot
gold prices have tumbled 3.5
per cent over the last three
weeks. Gold initially inched
higher in the past week to
make a high of $1,272.6 per
ounce on Monday. However, it
failed to sustain higher and
tumbled from those levels to
make a low of $1,246 on
Thursday. The prices, however,
managed to bounce back
slightly from the lows on Fri-
day to close at $1,252.6 per
ounce, down 1.4 per cent for
the week.

On the domestic front, the
gold futures contract on the
Multi Commodity Exchange
(MCX) remained in a narrow
range between 30,450 and
330,740 per 10 gm almost all
through the week until
Thursday. The Indian rupee’s
weakening to its all-time low
of 69.09 on Thursday helped
offset the sharp fall witnessed
in global prices. But the recov-
ery in the rupee dragged the
contract lower to ¥30,356 on
Friday, before closing the
week at 330,432 per 10 gm,
down 0.6 per cent.

Dollar reverses
The US dollar index falling
sharply by about a per cent on
Friday, aided the global spot
gold prices to recover slightly
in the final trading sessions of
the week. The dollar index was
trading on a strong note all
through the week. It surged to
a high of 95.53, but failed to
«sustain higher, and reversed

Ny

istock.com/kraphix

sharply lower, giving back all
the gains made during the
week. The index has closed at
94.47.

The level of 95.5 has restric-
ted the upside in the index for
the second consecutive week.
A strong break and a decisive
close above this hurdle is now
needed for the index to gain
fresh momentum. Such a
break can take the index
higher to 96. A further break
above 96 will then pave way
for the next targets of 97.5 and
98. Such a rally in the dollar
index may continue to keep
gold under pressure.

However, on the charts, the
possibility of the dollar index
breaking above 955 in the

A crucial support
at $1,238 per
ounce may halt
the current
downtrend

near term looks less. This in-
dicates that a further sharp
fall in gold prices could be
limited in the coming days.

Key supports for the dollar
index are poised at 94.2 and
93.7. If the index manages to
sustain above these supports,
a range-bound move between
93.7 and 955 is possible for
some time. But a strong break
below 93.7 may take the dollar
index to 92.8. In such a scen-
ario, gold may get a breather
and bounce back.

Gold outlook

Though the global spot gold
($1,252.6 per ounce) prices
have moved higher on Friday,
the upside is expected to be

restricted in the short term. A
strong resistance is poised at
$1,261, which can cap the up-
side in the near term. Though
a test of this hurdle is likely in
the near-term, a break above
it is less probable. A strong
break above $1,261 is needed
for the downside pressure to
ease. If gold manages to
breach $1,261 decisively, a re-
lief rally to $1,270 and $1,280 is
possible.

But as long as gold remains
below $1,261, the possibility is
high of it breaking below
$1,245 and falling to $1,240 or
$1,238. The region between
§1,240 and $1,238 is a strong
long-term support which has
the potential to halt the cur-
rent downtrend. The price ac-
tion around this support zone
will need a close watch in the
coming days.

On the domestic front, the
near-term outlook for the
MCX-Gold (330,432 per10 g) is
negative. Immediate resist-
ance is at 330,500 and the
next strong resistance is in
the ¥30,775-30,850 zone. The
contract can fall to 30,000 or
%29,800 in the coming days. If
the contract reverses higher
from this %30,000-29,800
support zone, a corrective
rally to 30,750 is possible.
But a strong break below
329,800 will increase the
downside pressure. Such a
break can drag the MCX-Gold
futures contract to ¥29,500 or
even 329,000 thereafter.

Silver underperforms

Silver prices took a sharper
fall than gold last week. The
global spot silver prices

tumbled over 2 per cent last
week. The sharp fall has
dragged the prices below the
key support level of $16.20 per
ounce in the past week.

This support level was limit-
ing the downside in silver for
a prolonged period of time
since February. The prices
have closed at $16.12 per
ounce. An important support
is in the $15.95-$15.90 region. If
silver manages to sustain
above this support and re-
verses higher in the coming
days, the downside pressure
would ease.

Insuchascenario, a correct-
ive rally to $16.25 or even
$16.50 js possible. But if silver
declines below $15.90, prices
can fall further towards $15.6
in the short term.

On the domestic front, the
losses in the MCXSilver fu-
tures contract was limited on
the back of the weak rupee.
The MCX-Silver contract fell
14 per cent last week and
closed at 39,228 per kg. Im-
mediate resistance is at
%39,400.Astrong break above
%39,400 will ease the down-
side pressure and can take the
contract higher to ¥40,000 in
the near term.

But, an inability to breach
%39,400 will keep the possib-
ility high of the contract de-
clining below the psycholo-
gical support level of
%39,000. The next targets are
38,700 and ¥38350. Cluster
of important  supports
between 339,000 and 338,350
may aid in limiting the pace
of the current downtrend. A
further fall below %38,350 is
unlikely.

Dressure

MCX Gold

Supports:
¥30,000/29,800
Resistances:
¥30,500/30,850

MCX Silver
Supports:
¥39,000/38,700
Resistances:
¥39,400/40,000
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MCX-Aluminium range-bound

GURUMURTHY K
BL Research Bureau
The Aluminium futures con-
tract on the Multi Commod-
ity Exchange (MCX) was
stuck in a narrow range
between %147 and X152 per
kg in the past week. The 100-
day moving average support
at 1465
held well
and limited
the down-
side all
through
last week.
A break-
out on
either side
of X147 or
X152 will determine the next
trend. Until then the con-
fract can remain range-
bound between these limits.
If the MCX-Aluminium fu-
tures breaks above %152 de-
cisively, it can gain fresh mo-
mentum. Such a break can
take the contract higher to
X155. But a cluster of resist-
ances are seen at around
X155 which may cap the up-
side in the near term. A

break and a decisive close
above 155 is needed to turn
the outlook completely pos-
itive. If the contract breaks
above X155 decisively, it can
target X160 or even higher
levels. But, inability to rise
past X155 can trigger a pull-
back move to %152 and 150
again.

On the other
hand, if the
MCX-Alu-
minium futures
contract breaks
below %147 in
the coming
days, the down-
side pressure
would increase.
Such a break can drag the
contract lower to ¥142.5 —
the 200-day moving average
support level. A strong
break below %142.5 will then
increase the likelihood of
the contract tumbling to
X140 and %137.

Note: The recommendations
are based on technical
analysis. There is a risk of loss
in trading.
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SCCL coal
production up
by 1.5% in Q1

SPECIAL CORRESPONDENT
HYDERABAD

The Singareni Collieries
Company Ltd. has
achieved 1.5% growth rate
in coal production in the
first quarter of the current
financial year. It also regis-
tered 8.4% increase in tran-
sportation of coal and 19%
rise in over burden
removal.

SCCL officials said the
production during April-
June this year was 145.63
lakh tonnes against 143.55
lakh tonnes during the
same period last year.

Similarly, 168.76 lakh
tonnes of coal was tran-
sported in the first quarter
as against 155.7 lakh tonnes
done last year.
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Saraswati Prasad Takes
OverasSAILCMD

New Delhi: Senior bureau-
crat Saraswati Prasad has ta-
ken over the additional char-
geaschairmanand managing
director of steel PSU SAIL,
the company said on Monday.
“Saraswati Prasad, special se-
cretary and financial advisor,
ministry of steel, has taken
over the-additional charge of
the post of chairman and MD
of SAILon July1,2018,” it said

in a BSE filing. Prasad succe-
eds PK Singh who retired on
Saturday. “PK Singh has cea-
sed to be the chairman & MD
of SAIL with effect from June
30,2018,” the filing said.

Government  headhunter
PESB had earlier recommen-
ded the name of Anil Kumar
Chaudhary for the post.
Chaudhary is director finan-
ceof the company—PTI
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Vedanta delisting not related
to Tutlcorm mcldent Agarwal

NEW DELHI July 3 (PTI)

MINING mogul Anil Agarwal on
Tuesdaysaid thathis plan to delist
_ his flagship Vedanta Resources

Plcfrom London Stock Exchange
(LSE) and take it private was in
nowaylinked to the Tuticorininci-

dent and was merely an exercise

to simplify a sprawling business
empire.-Agarwal, who launched
a USD 1 billion offer to buy
the 33.65 per cent stake of
Vedantathathxsfamﬂytrustdoes
not own, while on a cruise with
family in the Mediterranean,
said the liquidity of Indian mar-
kets now meant that the need
for a separate London listing
_ was no longer critical.

The move to delist Vedanta
came weeks after killing of 13
protesters in police firing at the
firm’s copper smelter plant in
Tamil Nadu last month that led
topolitical opposition to the com-
pany in the UK and drop in its
share price. Therewere demands
from some quarters that the firm
bedelisted from the London Stock

% n;o;erAnﬂ

BSE.

Anil al.' :

;by3.25percen‘t to settle at 0. the
the day, it sank 356 | per centto
Rs 230.20. On the NSE, shares of the compa-
ny declined 3. 68 per cent to close at Rs 231.
_The company’s market valuation slumped
Rs 2,880.34 crore to Rs 85.84866 crore. The
stock was the worst hit among the blue-chips
on both the key indices in today’s session. In

terms of equlty volume, 10.43 lakh shares were traded on BSE and
over 1 crore shares changed hands on NSE durmg the day.

Exchange. Asked if the decision
was linked to the turn of events
atTuticorin, Agarwalsaid: “Nolink
at all. This is driven by the desire
to,simplify the corporate struc-
ture.” Vedanta, which owns cop-
per, aluminum, iron ore, ol and
steel businesses, has been facing

enwronmental pressure on its
operations. ProtestersatTuticorin

- were demanding the closure of

Vedanta's copper smelter when
theywere fired uponby thepolice.

Agarwal said that there would
be no material impact of delist-
ing on the businesses.

“The rationale for the move
is two-fold. One, corporate
simplification. We have been
simplifying for years, through
the merger of the Indian com-
paniesto createVedanta Limited,
and then the merger of Cairn
India into Vedanta Limited. This
transaction is a logical next
step in that process.

“Two, increasing maturity of
Indian markets. The liquidity of
Indian markets now means that
the need for a separate London
listing is no longer critical,” he
told PTI. Volcan, a holding com-

* pany owned by atrust controlled
byAgarwal, yesterdayannounced

anintention to makea USD 1 bil-
lion offer to buy the 33.65 per
centof Vedanta at 825 pence per
share. He said that yesterday’s
announcementwasanintention
to make an offer.

“Itis expected thatan offer will
be made in 28 days. That offer
will be open for a certain period
of time governed by UK rules (3-
6 weeks), following which the
process will be completed.”
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US dollar, demand weigh on gold prices

G CHANDRASHEKHAR

Defying conventional logic
and widespread expectation,
gold prices have been falling
steadily. On July2, the rates fell
to a low of $1,240 a troy ounce,
close to their mid-December
low. In June, the metal lost
more than 3 per cent in value
ata time when geopolitical in-
stability, worsening trade fric-
tion and looming event risks
ought to have pushed it
higher.

People are actually selling
gold when they ought to be
buying as per conventional
wisdom. This raises doubts
about the much-touted safe
haven status of gold.

Gold’s downward spiral has
caught many by surprise and
they find it tough to reconcile
with this situation. There are
outflows in gold ETFs and less
committed speculators are ex-
iting their long positions, pre-
cipitating a price fall. If any-
thing, net long positions have
been switched to net short
positions.

Significant factors
There are two significant
factors weighing on gold

cumulatively, in the first five
months, arrivals were down
by a staggering 30 per cent.

From June to September de-
mand ebbs because of the ag-
ricultural season. The earliest
revival of demand is at least
three months away, that too
subject to a normal southwest
monsoon, satisfactory har-
vests and remunerative prices
for growers.

prices. First is the US dollar.
After the June rate hike, the
currency has gained strength
(quite unlike the weakness we
saw soon after the March
hike). Moreover, there are
clear signals that there will be
two more rate hikes in the
second half of this year. This is
propelling the dollar higher
as the Fed’s monetary policy
outlook signifies a strength-
ening US economy. _
The second and crucial | ‘Bottomfishing’
factor is demand, something The benefit of the interna-
this writer has been emphas-  tional price fall has been
ising often. Demand for gold, . « denied to the Indian con-
especially in two of the sumers because of a rapidly
world’s largest : depreciating
importers and § | rupee. There
consumers, is are now fore-
far from ro- casts that the
bust. As for i rupee  may
China, import . plungeto70to
in May from 4 5 adollar. In the
Hong Kong 5 event, the fall
and Switzer- & in dollar price
land was : will be neut-
rather strong at about 96 ralised by a weaker Indian ru-
tonnes; but total arrivals in  pee for domestic consumers.
the first five months of the At the same time, the cur-
current calendar year in- rentlow prices may be seen as
creased by lessthan2 percent.  a buying opportunity; yet,ina
The Indian situation does falling market there is always
not look healthy either. Im-  the tendency to do what is
ports were down in May and  called ‘bottom fishing.’

While the behaviour of gold |
has been anomalous in recent }
times, the metal couldatsome ‘
stage actually become a bene-
ficiary of geopolitical and
trade uncertainties.

If the crude oil market con- |
tinues to say at elevated levels
of say $75 a barrel for an exten-
ded period of time —say3to 6
months — gold’s role as an in-
flation hedge as well as safe
haven status may resurface.

Silver — which more often
than not rides on the coattails |
of gold — has also been
dragged down. Recently the
metal fell below $16/oz.

Going forward, silver looks
vulnerable for a variety of-
reasons. The metal is tied to
the base metals complex and

- the latter is likely to remain

weak especially given China’s |
slowdown.

Also,demand from the elec-
tronics sector is expected to be
tepid. In the event, speculative
capital will move out of silver |
causing a further price fall in
its price.

Thewriteris a policy
commentator and commodities
market specialist. Views are ‘
personal.

\\ |
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MCX-Copper near a crucial support

GURUMURTHY'
K BL Research Bureau
Copper prices have been un-
der pressure over the last
few weeks. The copper fu-
tures contract on the Multi
Commodity - Exchange
(MCX) made a multi-year
high of ¥493.25 per kg in the
first week of June and has
come off sharply from there.
The contract has tumbled
about 10 per cent from this
high and made a low of
X445.45 per kg last Friday.
The contract has, however,
managed to bounce back
from this low and is cur-
rently at ¥450 per kg.

Outlook

The contract has been range
bound between X445 and
X455 over the last one week.
A crucial long-term support
poised in the ¥440445 re-
gion has halted a sharp fall
in the contract.

The slowdown in the pace
of the fall and a subsequent
sideways consolidation is
technically significant.
These indicate that the
4453440 support region is
holding well and the con-
tract lacks strong sellers to
drag it decisively below this
support zone. As long as the

contract sustains above]
%440, there is a strong likeli
hood of witnessing a strong}
and a fresh uptrend in the
coming weeks. Immediate|
resistarnce is at ¥455.

A strong break above if]
can take the contract higher
to X465 on the back of short
covering. A further break
above 460 will then trigger
a fresh rally targeting 480}
and %490 levels over the me-
dium term.

The outlook for the con-
tract will turn negative only|
if it breaks below X440 de-
cisively. Such a break can
then drag the MCX-Copper
futures contract lower to
3425 or 3420.

Trading strategy
Traders with a medium-term
perspective can go long at
current levels and also accu
mulate on dips at ¥445.

A stop-loss can be placed
at X432 for the target of
485. Revise the stop-loss
higher to X458 as soon as
the contract moves up to
3465.

Note: The recommendations
are based on technical analysis
and there is a risk of loss in
trading
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JSW promoter’s firm buys
iron ore mine in Jharkhand

Plans to mine 2 mtpa
for open market sale

SURESH P IYENGAR

Mumbai, July 3

South West Mining, the JSW
Group promoter Sajjan Jin-
dal-owned company, has
bagged a mine with 40 mil-
lion tonne per annum iron
ore reserve at Bhangaon in
Jharkhand.

The company plans to
mine about two mtpa of iron
ore after taking the requisite
approvals. SWM, which will
sell the ore in the open mar-
ket, plans to start operations
in 1218 months.

Seshagiri Rao, Joint Man-
aging Director, JSW Steel, said
the mine is marked for mer-
chant purpose and JSW Steel
did not participate in the auc-
tion process.

Asked whether [SW Steel

Seshagiri Rao, Joint Managing
Director, ]SW Steel

will sign any exclusive supply
contract with South West
Mining, Rao told Business-
Line that nothing of that sort
has been worked out as yetas
the feasibility of cost struc-
ture to transport iron ore
from Jharkhand to the plant
(at Vijayanagar in Karnataka)
needs to be worked.

JSW Steel has its own plans

to source captive iron ore

from Karnataka and has
bagged five C grade mines in
the State, he said.

It plans to produce two mt
of iron ore in the two mines
that have started production
and is expecting statutory
clearances to start iron ore
mining from the remaining
three .mines by December.
The five mines is expected to
supply 20 per cent of the
company's annual iron ore
requirement.

JSW Steel will invest about
%300 crore in developing the
five mines, said Rao.

As on June 18, the govern-
ment has auctioned 41 min-
eral blocks valued at X1.86
lakh crore. The resources
promise X1.48 lakh crore in

.revenue for the host States.

The State governments will
also get 333,100 crore as roy-
alty and contributions by
lessees to District Mineral

Funds (DMF) and National
Mineral Exploration Trust.

Karnataka has seized the
lead in electronic auctions
followed by Madhya Pradesh,
Rajasthan, Odisha, Chhattis-
garh, Jharkhand, Gujarat and
Maharashtra.

Slurry pipeline
Last June, J[SW Steel had ap-
proved an investment of
2,100 crore to set up slurry
pipeline to transport iron
ore, coal from coastal
Karnataka to their steel plant
at Vijayanagar works. _

Once  installed, the
pipeline will facilitate miner-
als’ transportation at about
15 per cent the cost of altern-
ative means of transporta-
tion.

The company will also be
able to source nearly 50 per
cent of its iron ore require-

ments from outside the State./

}
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“Vedanta delisting won’t impact credit profile’

MUMBAI July 5 (IANS)

THE proposed delisting of the
Anil Aggarwal-led Vedanta
Resourcesfrom the Londén Stock
Exchange (LSE) will have no
immediate impact on its credit
profile, although cash extraction
risks remain from the announced
complete takeover of the natural
resources firm by its holding
company, Volcan Investments
Ltd., Moody’s Investor Service
said on Thursday.

Earlier this week, Vedanta
Resources and Volcan
Investments, a holding compa-
ny wholly owned by the Anil
Agarwal discretionary trust,
which ownsa66.53 per cent stake
in Vedanta, announced it had
reached an in-principle agree-
ment on a possible all-cash offer
for Vedanta’s remaining share-

holdmg “Aﬁrm offerwﬂlreqmre ”
Volcan to payan estimated $1 bil-
lion toward acquiring the bal-

. ance stake of 33.47 per cent. If
-Volean succeeds ‘in-increasing

its stake to 90 per cent or above,
it is likely that Vedanta will
bedelisted from the London Stock
Exchange, making it a private
company,” a Moody’s statement
said. “Thedelistingwillnotimme-
diatelyaffectVedanta's credit pro-

file or rating. This is based on our
expectation that Volcan will not
extract incremental cash from
Vedantato provideadditionallig-
uidity for itself.

“However, if Volcan requires
Vedanta to pay higher dividends
to seryice its cash needs, it will
tighten Vedanta’s €ash flow,
adding pressure to the Ba3 cor-
porate family ratmg, it said.

“Vedanta's rating is based on

the consohdated credit profile of
Vedanta and its subsidiaries and
does not take into account
Volcan’s indebtedness. Any
changeinVedanta’s policies, such
that Vedanta is used as a financ-
ing vehicle for Volcan, will be
viewed negatively and will also.
weigh on Vedanta's credit profile
and rating,” it added. The
American rating agency said
Volcanisaprivate companywith
limited publicinformation onits
finances. In 2017, Volcan raised
an estimated $4.4 billion debt
through the issue of convertible
notesto buya 19.35 percentequi-
ty stake in Anglo American plc
pledging 33 per cent of Vedanta
shares as security forannualinter-
est payments of $185 million.

Vedanta has a requirement
under its bank loans to remain
a listed company.
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ThyssenKrupp chief Hiesinger quits

VIDYA RAM
[o;&);lms

Less than a week after de-
fending the deal to merge
European steel assets with
Tata Steel, ThyssenKrupp CEO
Heinrich Hiesinger is to step
down from his position after
the company’s supervisory
board accepted his resigna-
tion. !

The company will be led by
the board until a suitable
successor can be found, the
company said on Friday. "In
this tough situation for the
company, it is now initially
about staying the course,”
said Chairman of the Super-
visory board Ulrich Lehrer.

. Hiesinger has led Thyssen-

Krupp - a large German in-
conglomerate —
over the past seven years, at-

dustrial

Bidding adieuHeinrich Hiesinger, CEO of ThyssenKrupp ap

tempting to reshape its fo-
cus, away from steel, to
which the merger with Tata

Steel was seen as key. How-
ever, in recent week’s man-
agement'’s unwillingness to
push for more favourable
terms because of recent
tough quarters for Tata
Steel's European  assets
brought them criticism from
leading activist sharehold-
ers.

Hiesinger defended the
terms - which included an
agreement that in the event
of an IPO 55 per cent of the
proceeds would go to
ThyssenKrupp, which alone
would be determine if and

when the process could com-
mence. Tata Steel had also in-

sisted the deal was struc-
tured as best it could -

acknowledging changing |
circumstances while not

changing the funda-

mental philosophy of the

deal. {
“Our point of view was

that you can’t let two

quarters decide the valu-

ation of a company,” said

TV Narendran, Managing

Director, Tata Steel, told

this paper.

“I take this step very
consciously” to enable a
fundamental discussion
in the Supervisor Board
on the future of ThyssenK-
rupp,” said Hiesinger on
Thursday as he asked for
his resignation to be
accepted.

BUSINESS LINE DATE :7/7/2018 P.N.3

Tata Steel sales rise 8% to 2.97 million tbnnes in June

OURBUREAU

Mumtsai, july6

Tata Steel sales in the June

quarter were up by eight per

cent to 2.97 million tonnes

from 275 mt logged in the

same period last year.

However, it was down mar-

ginally against 3.03 mt recor-

ded in March quarter despite
. talks of robust demand across

sectors. Production was up 3
Per cent at 3.17 mt against 3.07

mt in March quarter. It was in- «

creased eight per cent com-
pared to output of 2.94 mt
logged in June quarter, 2017.
Production in the quarter
under review was more than
March quarter largely due
higheroutputat Kalinganagar,
said the company in a state-

ment on Friday. Automotive
and special products achieved
highest ever quarterly sales of
5,57,000 tonnes in this quarter
due to stronger demand and
new productapprovals.
Branded product and retail
business has achieved highest
ever first quarter sales of
9,75,000 tonnes, registering a
ZrOWUI Of iz per cent com-

pared to 873,000 tonnes
loggedinsame periodlastyear.
.Overall engineering seg-
ments registered 70 per cent

year-on-year growth with
97,000  tonnes (57,000
tonnes).

In Europe, the company’s
sales were down marginally at
243 mt against 2.55 mt in
March quarter and 2.40 mt in

quarter

June quarter last year. How-
ever, output in Europe was up
at 2.81 mt against 2.79 mt in
June quarter last year and the
same in March quarter was
2.63 mt. Production and sales
were marginally down at its
plantin South-east Asia.

Shares of the company were
up 012 perscent at 3554 on
Friday.
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Moulding of a mega steel merger

ThyssenKrupp and Tata Steel have lobbed the ball in EU governments, authorities’ court

VIDYA RAM

EUROSCOPE

arlier this week, top execut-

ives at Tata Steel and Ger-

man industrial conglom-

erate ThyssenKrupp
gathered in Brussels to mark the
long-awaited merger of their
European steel assets - spread
across Germany, the Netherlands
and Britain - to create a new “steel
champion”.

Theroute to the merger—talkson
which became publicin 2016 —have
been drawn-out, heated, and even

‘tiven with uncertainty. First the
talks centred on Tata Steel'sability to
offload its UK pension liabilities —
separating the company’s costly £15-
billion British Steel Pension Scheme
was seen as a make or break mo-
ment for the potential merger. The
company achieved this with a £550-
million payment to the scheme,and
issuing the pension’s trustee with a
33 per cent stake in Tata Steel UK.

Union concerns on company
commitments to jobs and mainten-
ance of facilities (partic-

ona55:45 per cent basis in favour of
ThyssenKrupp — an arrangement
that both firms insisted kept to the
“structure” and “philosophy” of the
jointventure.

The Tata Steel-ThyssenKrupp
agreement, as it stands, involves
compromise by all sides. Up to
4,000 jobs, split roughly-between
the two companies — will go from
the 48,000-employee strong joint
entity. But in agreements struck
with unions in'the UK there will be
no compulsory redundancies until
2026 and a commitment to spend-
ing millions on one of the blast fur-
naces at Port Talbot whose future
had looked uncertain. *

Tata Steel, while standing firm
against investor efforts to rejig the
deal entirely, gave ground to
ThyssenKrupp through the IPO ar-
rangements that would also give
the German firm say over the tim-
ing of any IPO. Defending the deal
against its critics, ThyssenKrupp
CEO Heinrich Hiesinger pointed out
that without the deal there would
be no estimated €5 billion in addi-
tional value to both firms created
(the companies estimate annual
synergies will amount to €4-500
million). However, on Thursday he
offered his resignation to the board
to enable a “fundamental discus-
sion” within the board on the com-
pany’s future.

Much work of course remains to

be done: the venture is

ularly a blast furnace at

. yet to gain the approval

Tata Steel's Port Talbot Scan & share of Europe’s Competition

while in the last few
weeks, activist investors
at ThyssenKrupp threw =
in another potential

plant) also persisted, ‘EI

= Commission, discus-

sions with which are
commenced. While in-
A sisting they had to re-
spect the commission’s

spanner, raising con- | MtPs/igooglVIzZWM5 | processes, the firms ap-

cerns that given a recent
dip in profitability at Tata Steel’s
European operations, the deal was
stacked too favourably in Tata’s fa-
VOur.

Nevertheless, the agreement was
reached, and gained Thyssenk-
rupp’s strategy board approval
within the first half of 2018 as the
companies had estimated. While
still a 50:50 merger, should an IPO
occur, proceeds would be allocated

peared confident about
this aspect — noting that conversa-
tions with the regulator had been
going on over the past two years,
during the course of which asset
sales by the companies had taken
place.

In recent months, the commis-
sion’s actions have also suggested
that it is aware of the pressures fa-
cing the European steel industry.
Clearing ArcelorMittal's acquisition
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of Ilva, owner of Europe’s largest
steel flat carbon steel plant based in
Taranto, Italy, the commission ac-
knowledged the industry’s prob-
lems in Europe, including the “un-
fair” dumping of produce on the UK
market, and the potential impact of
US import restrictions on steel.

Raising barriers
On Thursday, Reuters reported that
European nations voted over-
whelmingly (25 in favour with 3 ab-
stentions) to support European
Commission proposals to intro-
duce a mixture of tariffs and quotas
as trade defence measures to limit
the impact of the US tariffs under
Section 232 of the US Trade Expan-
sion Act. The Commission has had
to balance competing lobbying
from the steel sector on the one
hand — and on the other some in-
dustries in Europe which have been
arguing against steel safeguard
measures. Last month the European
Automobile Manufacturers Associ-
ation wrote to the Commission ar-
guing the measures weren’t in
Europe’s interests, as they put
downstream users under pressure.
Even as they await the competi-
tion authority’s go-ahead, the onus
on the deal has shifted verymuch to-
wards national policy makers. Gov-

ernments have proved surprisingly
obstructive to change. Late last
month, the Italian government
postponed a.decision on handing
over Ilva to ArcelorMittal from early
July tolater this year. i

While less directly obstructive,
the British government too has
faced criticism from industry, uni-
ons and politicians, over the lack of
a solid strategy to support the do-
mestic steel industry — including
the sealing of a long-awaited sector
deal that would involve commit-
ments from the government, and
industry. '

The significance of a sector deal —
which covers the UK’s main steel
producers and includes industry
pledges for significant new capital
investment (including in R&D), —
was stressed by a major steel confer-
ence organised by the Community
union in northern England earlier
this year, which also pointed to
other very UK-specific challenges,
including energy prices, which are
among the highest for the energy-
intensive industry in Europe.

“The Westminster government
must end the delays and bring for-
ward the sector deal for steel, and
the Welsh government must to
show its commitment to the in-
dustry too with tangible support,”

said Roy Rickhuss, general secretary
of the Community Union in the UK,
as the union on Wednesday .offi-
cially endorsed the joint venture ar-
rangements. “It’s now time for the
UK government to step up and back
the sector deal for steel and follow
through on its promises on energy
costs and procurement,” said
Stephen Kinnock, the MP for the
PortTalbot region of Aberavon.

The Brexit factor

Thereis of coursealso furtheruncer-
tainty about the implications of
Brexit—not just on potential tariffs
and the costs of trading with
Europe, but also Britain’s ability to
protectits industry. Earlier this year,
the steel industry raised concerns
that post-Brexit trade legislation
might not defend steel companies
adequately and could water down
the anti-dumping and anti-subsidy
measures that the EU had put in
place. '

The good news is that Thyssenk-
rupp and Tata Steel have inured
themselves somewhat to the vagar-
ies of individual markets: from
around a third of Tata Steel's
European operations, Britain will
now just account for three out of 22
million tonnes of steel produced by
the joint group.
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SPECIAL CORRESPONDENT
BHADRADRI-KOTHAGUDEM

Coal mining operations in
the opencast projects at Sat-
tupalli and Manuguru man-
dals in the Kothagudem re-
gion were affected due to
heavy rains since Friday
midnight.

Sources said that moder-
ate to heavy rains lashed ma-
ny parts of the coal belt re-
gion in the district in the last
24 hours.

Heavy rain hampered coal

The project constructed by Sir Arthur Cotton across the Godavari overflowing at
Dummugudem of Bhadradri Kothagudem district. =c.n.ra0

mining operations at the Ja-
lagam Vengala Rao (JVR)
opencast project affecting
coal production to the tune
of nearly 15,000 tonnes,
sources said.

Many parts of the district
including Chandrugonda,
Annapureddypalli, Sujath-
nagar, Bhadrachalam, and
Dummugudem mandals re-
ceived heavy rainfall inter-
spersed with brief pauses
throughout Saturday.

Several forest streams

Coal production takes a hit

Output affected to the extent of 15000 tonnes, say officials

were swollen in Gundala and
Allapalli mandals following
heavy rainfall in the upper
reaches of various rivers re-
sulting in hardships to tribal
people living in far-flung
habitations in the remote tri-
bal pockets.

The seasonal changes
brought about by the inces-
sant rains led to outbreak of
fevers and other seasonal ail-
ments in Tekulacheruvu vil-
lage in Burgampadu mandal,
sources said.
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NEW DELHI, July 9(?!1)

mport Duty on

And recently

India (AAI) has urged the

per cent duties on USD 34 bil-

announced its intent of impos-
ing 25 per cent import duty on  growing in India and the
> country is producing sufficient
“The import duty in Indiaon amount of. required metal
aluminiumscrapiscurrentlyonly ~domestically, AAI said.

the metal from America.

China  has

. at 2.5 per cent, thereby making
it a viable alternative for US
ALUMINIUM Association of exports,” the body said, adding
that as a precautionary measure
Governmenttoincreasetheduty it wants the duty on both alu-
on imports of aluminium scrap  minium scrap and primary met-
as the domestic sector may al to be raised to 10 per cent.
becomevictim of escalatingtrade 1
war between the US and China. - theassociation met Departm
The statement comes in the of Industrial Policy and
. wake of Washingtonimposing25 Promotion (DIPP) Secretary
Ramesh Abhishek recently and
lion of imports from China. The - apprised him about thesituation
association said an estimated 30  which could arise in future.
per cent of China/s aluminium = Aluminium is required by the
scrapimportscomefromtheUS. * industries like autorhobile, con--
struction, consumer goods etc.
All these industries are

- In this regard, a delegation of'

&

ent
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Steel Ministry fears US tariff on
imports will result in cross dumping

Suggests options for
negotiations at WTO

TWESH MISHRA

New Delhi,July10 -

The Steel Ministry has suggested
two options to the Commerce
Ministry for the latter’s meeting
with the United States Trade Rep-
resentative (USTR) for resolving
the issue of 25 per cent import
tariff on steel imposed by the US.

Stating that the US move could
lead to cross dumping into the
country, the Ministry as well as
domestic industry representat-
ives said there are two options
before the USTR — the first is to
have a 25 per cent duty levied on
all imported steel, and the
second is to cap the quantity of
steel that the US administration
will allow to be imported into the
country.

Domestic steel manufacturers
are pinning hopes on the meet-
ing between representatives of
the Commerce Ministry and the
USTR which is scheduled to be
held in less than a fortnight in
the US. There has already been
one round of meeting with the
American representatives in

Trade trouble The 25 per cent duty barrier will make all imported steel
uncompetitive in the US and raise fears of dumping in other nations

June-end. The approach to put a
cap on imports is being pre-
ferred by the domestic industry
as itallows 75 per cent of the sub-
ject steel to be consumed in the
US and just 25 per cent to be left
for a possible dumping into
other .countries. Effectively, the
USTR could consider the annual
steel imports as a reference point
and could put a cap on allowing
imports up to 75 per cent of the
reference quantity for the time
period the duty is enforced.
India’s steel exports to the US

are not substantial (less than one
million tonne out of a total do-
mestic production of 100 million
tonne). But, domestic manufac-
turers fear thata 25 per cent duty
might result in dumping from
South Korean firms that export
nearly 8 million tonnes of steel to
the US annually. “The 25 per cent
duty barrier will make all impor-
ted steel uncompetitive in the US
and raise fears of dumping into
other nations,” a steel industry
representative told BusinessLine.

On its part, India has already

(difference between the landed

imposed anti-dumping duty to
prevent imports of major steel
products, mostly from Chinaand, |
Taiwan. But, these duties are far
from effective in the present |
scenario. A steel sector represent- |
ative said, “Domestic firms fear |
that the existing anti-dumping |
measures in India are inad-
equate as global prices of steel
have risen considerably.”
Dumping duty ' ‘
In April last year, the Directorate-
General of Anti-Dumping under
the Ministry of Commerce had is- |
sued a final recommendation to |
fix the import price of hot rolled
coil at $489 a tonne, hot rolled |
plates and sheets at $561a tonne |
and cold rolled coils at $576 a
tonne. ’

“The price of hot rolled coil is
presently hovering at around
$600 a tonne, while the anti- }
dumping duty is $489 a tonne.
Since the import price is higher,
the current duty levels are not ef-
fective,” the steel sector repres-
entative said.

The dumping duty is the price

cost and the price indicated by
the Centre.
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JSW Steel eyes smaller steel
plants in tweaked strategy

To focus on ‘special product units’ after missing a few deals

REUTERS
MUMBAI
JSW Steel is looking to ac-
quire smaller steel plants in
India and overseas that pro-
duce specialised products, a
top executive said on Tues-
day, as it tweaks its acquisi-
tion strategy after missing
out on some recent deals.

JSW Steel, India’s biggest
steelmaker in terms of dom-
estic capacity, failed to out-
bid rival Tata Steel in March
for bankrupt steelmaker
Bhushan Steel. The compa-
ny also lost out to U.K.-based
steel manufacturer Liberty
House for Bhushan Power
following a bankruptcy reso-
lution process for both com-
panies in April.

Earlier this year, JSW was
beaten out by ArcelorMittal

SA , the world’s largest steel-
maker, for Italian steel major
Ilva SpA.

‘1-mn tonne capacity’

After the recent setbacks,
JSW Steel is now looking to
focus on buying more niche,
lower capacity plants which
do not require huge invest-
ments to turn around, said
Seshagiri Rao, joint MD and

19

the group financial head of
JSW Steel. “In the next
round, our strategic thinking
is to now focus on special
product units that generally
have a capacity of about a
million tonnes,” said Mr.
Rao, referring to an upcom-
ing round of auctions under
the new bankruptcy law, in
which a second wave of steel
assets will be up for grabs.

India’s steel demand has
been growing at over 8% for
the last few months, led by
higher motorcycle and auto-
mobile sales and govern-
ment-sponsored infrastruc-
ture projects. Mr. Rao said
JSW Steel is scouting for op-
portunities in the special-
ised steel segment that are
dedicated to meeting specif-
ic customer demands.
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Gold plunges on
weak global cues,
fall in demand

NEW DELHI, July 10 (PTI)

GOLD priceswentdown byRs270
to Rs 31,380 per ten grams at the
bullion market on Tuesday, track-
ing a weak overseas trend amid
slump indemand fromlocal jew-
ellers. Silver followed suitandlost
Rs 100 to Rs 40,650 per kg due to
reduced offtake by industrial units
and coin makers.

In the National Capital, gold of
99.9 per cent and 99.5 per cent
purity plunged by Rs 270 each to
Rs 31,380 and Rs 31,230 per ten
grams, respectively. Sovereign,
however, edged up by Rs 50 to Rs

24,800 perpiece of eight grams. .
Following “gold, silver ready -

declined by Rs 100 to Rs 40,650
per kg and weekly-based deliv-
ery by Rs 120 to Rs 39,875 per kg.
Silver coins remained unaltered
at Rs 75,000 for buying and Rs
76,000 for selling of 100 pieces.

Gold ETFs see Rs 150 cr
outflow in Apr-Jun qtr

NEW DELHI, July 10 (PTI)

GOLD exchange-traded funds
(ETFs) continued to lose steam
with investors pulling out near-
ly Rs 150 crore
from the instru-
ment in the
April-Junequar-
ter, favouring
equities. !

The assets
under manage-
ment (AUM) of gold funds
plunged 12 per cent to Rs 4,567
crore at the end of June this year,

Trading in gold ETF segment
hasbeen tepid duringthelastfive
financial years. It saw outflow of
Rs 835 crore in 2017-18; Rs 775
crore in 2016-17; Rs 903 crore in
2015-16; Rs 1,475 crore in 2014-

15 and Rs 2,293 crore in 2013-14.

“Gold ETFs continue to witness
outflows since the last 5 years.
After the multi-year rise in gold
prices since 2005, we saw gold
prices make new highs in 2011-
12and then cor-
rected sharply.
Since then they
have tradedina
range of 1,100-
1,400 USD/oz,”
Morningstar
Investment
Adviser India Director Manager
Research, Kaustubh Belapurkar
said. “At the same time equity

(from Rs 5,174 crore ayear ago: v i~-markets have moved upisharply

since '2014. 'which switched-
investor focus towards equities
asanasset class,” he said. On the
other hand, equity schemes saw
an infusion of Rs 33,000 crore
during first quarter (April-June)
of current financial year.
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kﬁﬂbw OF METTLE A weaker rupee and higher demand are likely to lift the fortunes |
of domestic steel and aluminium companies beaten down in the global tariff war

‘Metal Stocks Set to Bounce as
Higher Prices Hintat Good Q1

Jwalit.Vyas@timesgroup.com

ET Intelligence Group: Steel and
aluminium companies will likely
post better sequential performance
in the June quarter; led primarily by
metalprices. This could lead to a tech-
nical bounceback in the stocks of
Tata Steel, Jindal Steel & Power,
Hindalco and Nalco, which have seen
sharp corrections over the past few
months due to global concerns over
punitive tariffs. 5

Domestic steel prices in the quarter
were up 3-4% ;helped by a weak rupee
and higher demand. Local demand for
steel in April and May climbed 8.5%
on-year. Realisation for exporters will
also be higher due to the depreciation
of the rupee, which has been among
the biggest losers against the dollar
thisyear. ‘

Cost pressures, meanwhile,
moderated. After the sharp increase

\ in March, coking coal costs fell 15%

Estimated Financial

EBIDTA (2

s

Tata Steel

a) QoQ

Jindal Steel & Power

JSW Steel

Hindalco (including Utkal)

NALCO

sequentially, while iron ore prices
declined 2%. However, the total
benefit of lower raw material costs
willnot be visible in the June-quarter
performance due to the inventory lag
effect, with plants using materials on
the first-in-first-out (FIFO) basis. The
September quarter will show the full
effects of lower input costs.

Against this backdrop, analysts
expect Tata Steel’s operating profit or
EBIDTA to jump 10% over the March
quarter and 45% over the year-ago

period. Jindal Steel should deliver8%
EBIDTA growth on a sequential basis
and 70% y-o-y. In case of JSW Steel,
analysts expect a 3% sequential
growth and 80% y-o-y growth in
EBIDTA, driven by higher
realisations, which should help offset
the seasonality impact of tapering
demand.

Aluminium makers Hindalco and
Nalco are also expected to deliver
better numbers, given 5% higher
sequential prices of the metal.

Furthermore, the25% risein alumina
prices in the quarter that faced supply
bottlenecks should help both
producers, which have the benefit of
backward integration.

Hindalco’s Indian operations, which
include aluminium and alumina
production, should deliver 20%
sequential EBIDTA growth, driven by
higherrealisationsand lower hedging
costs. State-run Nalco, which sells
two-thirds of the alumina it produces
(the remaining used for internal
aluminium production), will be the
biggest beneficiary of the sharp rise
in alumina prices. Analysts expect
the company to deliver a 40%
sequential increase in EBIDTA.

Stocks of these companieshave seen
acorrection over the past fewmonths:
They now trade at the lower range of
their three-year average EV by
EBIDTA multiples, themetricused in
the valuation of metal companies. EV,
or enterprise value, includes market
capitalization and net debt.
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an Steel Prices

Trade War, Monsoon Hit Indi

Vatsala.Gaur
@timesgroup.com

Mumbai: Indian steel prices, wh§ch
climbed in lockstep with a rebounding
i2conomy, have made an about-turn as
output bound for overseas returns ho-
me amid the threat of an escalating glo-
baltrade war. Monsoonrainsthataffect
construction locally have also kept de-
mand restrained.

Steel prices of long products, such as
TMT bars, billets and ingots, have drop-
ped around %4,000-4,500 per tonne in the
last 15 days and could fall further thro-
ugh Augustand September; said indust-
ry insiders. While demand for flat pro-
ducts is stable, experts say that prgdu-
cersarefacingpressure tolower prices.

~ “The ability of Indian steel producers

to export has greatly reduced due to thg
international trade wars, resulting in ri-
singshipmentsintoIndia. Thishasnega-
tively impacted domestic steel prices,”
said Ranjan Dhar, chief marketing offi-
cer at Essar Steel. Dhar wants India toal-
so increase tariff ‘barriers, in line with
other consuming countries.

According to SteelMint, prices of
TMT stood at 240,200 per tonne in Mum-
baiasondJunel5. Thishasfallentoalow
of 237,000 per tonne on July 11. Prices of
billets also fell from a high of ¥36,800 a
tonne in mid-June to 32,000 on July 11.

To be sure, with the monsoons setting
in, prices of long products used in const-
ruction are bound to trend lower. Howe-
ver, while every year the fall is about
Z1,000-1,500 per tonne, this year prices ha-
ve dropped by almost three times.

A senior industry executive who did

not wish to be named said: “Unfortuna-
tely in India, the TMT market has nqt
matured like in Japan and China. This
makes consumers buy a whole lot of it
when the prices show signs of moving
up and then sit on a stockpile, forcing
the pricestocrash.”

However, data from the Joint Plant
Committee on imports of non-flat pro-
ducts (bars, rods) throw up another no-
table observation. Such imports have
more than doubled in May, both since
May last year and April this year. The
jump assumes significance since t}}e
US imposed tariffs on steel imports in
March and the European Commiss;on
launched its safeguard investigation
into steel imports.

To be sure, local consumption of steel
hasshownagrowthof 8.5% in May over
lastyear. -
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Move part of strategy to
 focus on domestic
 business; eyes $500 m

f

Megha Mandavia & Baiju Kalesh

umbai: Tata Steel is looking to sell
ome of its businesses in Southeast
" Rsiaaspart of its strategy to exit non-
scalable businesses and turn its focus
b the domestic market, people famili-
sr with the matter said.
tTata Steel has appointed a banker in
aingapore to scout for buyers for Nat-
teel Holdings (Singapore) and Tata
Steel Thailand. .
SThe steelmaker values the businesses
Siabout $500 million. {
oth units are suffering due to lack of
atmand caused by a slump in construc-
Ion activities and elevated scrap prices
da Singapore and Thailand. They cont-
tilbuted 9542 crore, or16%, to total reve-
irueof 260,519 crore in FY18butonlyz437
rirore, or 2%, to the total EBITDA of
np2,045 crore.
ciTata Steel’s operations in South-East
3y

Tata Steel Looks to Sell %
NatSteel, Thailand Business

Asiabegan in 2004 with theacquisition
of NatSteel, Singapore. In 2006, Tata
Steel acquired Thailand-based steel-
maker Millennium Steel, to streng-
then its South-East Asian operations.
Tata Steel declined to comment.
Under new chairman Natarajan
Chandrasekaran, the group is exiting
businesses that don't have the potenti-

.al to either scale up or be immensely

profitable. Tata Steel wants to become
a top steelmaker in India and Europe,
accordingto itslatestannualreport.
“Indiaisexpected tobe oneof the few
large regions with good demand
growth: Tata Steel intends to grow

-

through organic and inorganic routes
to ensure it remains the leading steel
player in attractive segments and also
attheoverallindustrylevel,” Tata Ste-
el said in the annual report. India
contributed 45% to FY18 revenue.

* Tata Steel is expanding footprint in
India. Itapproved the expansion of the
Kalinganagar plant in Odisha to 8 mil-
lion tonnes and has also acquired
Bhushan Steel from the bankruptcy co-

"Tata Steelis clear in itsstrategy to fo-
cus on India. the margins in India are
far superior in India than any other ge-
ography they operate in. Singapore
and Thailand have not created value
for the business and they can exit these
two places to invest the cash in Indian
operations," saida Mumbai-based ana-
lysts, who is not authorised to speak to
press.

The company also dealt with the dis-
tressed Europe operations by signing
an agreement with ThyssenKrupp AG
toform ajoint venture to carve out and
restructure its structurally weak Eu-
ropean operations, which have histori-
cally posted substantially low andvdla-
tile operating margins. g
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SURESH P IYENGAR

"Mumbai, July 13

JSw Steel has announced
“plans to invest 340,000 crore
‘in the next three years, even
as lending rates continue to
frise globally. Seshagiri Rao,
ioint Managing Director, JSW
iSteel, in an interview with
BusinessLine exuded
confidence about the
revival in steel
demand holding and
the company
‘maintaining financial
‘matrix despite huge
capex. Excerpt:

How do see progress of

NCLT cases in last one year?
All the issues relating to
NCLT cases have revolved
around two important
points — intention of Insolv-
ency and Bankruptcy Code
(IBC), and Section 29A. If IBC
is only for maximisation of
asset value notwithstanding
the process, then anybody
can interrupt the process to
place a higher bid. As of now,
the judgment in different
cases are contradictory.
There needs to be clarity on

W

THE

5]
INTERVIEW

whether Section 29A is dir-
ectory or mandatory. If it is
directory then defaulting
promoters can also offer
higher value. Unless these
two issues are sorted, there
will always be litigation and
finally the Supreme Court
has to take a call.

What is your view on
changes being made
in IBC?

The latest Ordinance
allows lenders to with-
draw insolvency cases
if 90 per cent of them agree
and certain, conditions are
adhered to. But the condi-
tions to be met have not
been prescribed. However, a
press release issued in this
regard states that cases can
be withdrawn only before Ex-
pression of Interest is issued.
Whereas, the Ordinance does
not mention this. This issue
needs a clarification from
the government.

What is driving steel
demand in India?

The economy looks better
now as compared to last year.

Steel demand and
investment cycle is
reviving after a long time.
So a small increase in
lending rate will not make
. a big dent. :

SESHAGIRI RAO
Joint Managing Director,
JSW Steel

In May, steel demand in-
creased 8.6 per cent. The de-
mand is so strong that there
is a concern on availability of
steel. For the first time in last
five years the demand has
grown 1.2 per cent of GDP.
Last fiscal, the demand used
to be 0.4 per cent of GDP and
at times it even lagged GDP
growth. The demand has
picked up in user industry
after a long time. Now every-

JSW Stecl: Clarify NCLT processes; |
consider safeguard duty on the metal

body has started expanding
capacity. The government
spending is also quite
robust.

How do you see the global
trade war impacting steel
demand in India?

Any trade related decision by
one country will lead to re-
taliation by the other.
Whether it is good or bad
only time will tell. These ac-
tions are required in unfair
trade. The current trade war,
will have a huge impact on
the global economy. I am not
concerned about the fall in
steel exports from India as
long as there is no sharp rise
in imports into India.

How do you compare India
and US trade restrictions?
Indian trade restrictions are
not comparable with the US.’
There is a 25 per cent duty on
steel imports to the US. That
is why HR coil prices in the
US are higher by $250-$300 a
tonne compared to $600 a
tonne in other markets. In-
dia should work out safe-

guard duty.
/I
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“Vedanta Meeting Orders for Refined
Copper Through Imports, Other Units’

TNPLANT CLOSURE Sterllte productlon loss at 70k tonnes in two months, says CEO

Anandi Chandrasekhar &
Bharani Vaitheesvaran

Chennai: Vedanta Resources
has been meeting its clients’ re-
quirements of refined copper
through its plant in western In-
dia and through imports, after
the Tamil Nadu government or-
dered a shutdown of its Sterlite
smelter at Thoothukudi follo-
wing police firing on locals see-
king its closure on environmen-
tal grounds.

P Ramnath, CEO of Sterlite
Copper, said in an interview
with ET that despite supple-
mentary production through
the company’s other units, Ster-
lite has faced production loss of
70,000 tonnes over the last two
months due to the closure.

“We have a copper rod plant in -

Silvassa. We used to send the
copper cathodes from Thoothu-
kudi to Silvassa and convert
those into rods. Now, we don’t
have the cathodes; whatever
stock we had, we sent,” Ram-
nath said.

The shutdown on May 28, after
13 people died in the firing, hap-
pened just ahead of a planned
capacity expansion by the com-
pany, majority owned by billio-
naire Anil Agarwal. Companies
not entirely dependent on Ster-
lite for their copper needs have
either been importing the metal
or sourcingit fromothers.

Ramnath, however, said Ster-
lite is importing copper anodes

PRAMNATH
CEO, Sterlite Copper

Inthelast five years,
we were operating
with noshow-cause
notices, nocomplaints
..and suddenly, outof
nowhere... the pollu-
tion control board
givesaclosureorder

from Vedanta’s Zambia unit
and cathodes from Japan for
companies to which it is the so-
le supplier “Customers who
are majorly dependent on us,
wearefulfillingtheirneedsbut
are not able to do it to a full ex-
tent,” Ramnath said. “Obvious-
ly, there has been significant
cost increase in imports from

. other countries. We are hardly

making any margins.”

The Sterlite factory had been
operating at a capaclty of 1,200

tonnesaday. Theplantoriginally |

shut down for maintenance till
mid-May , had to remain shut,
pending renewal of licence to
operate for the 2018-2023 period.
Ramnath said the closure order
was unexpected. “In the last five
years, we were operating with no
show-cause notices, no compla-
ints from the villagers, and sud-

denly, out of nowhere, withouta

show-cause notice, the pollution
control board gives a closure or-
der. Then the government order
came in.It was very abrupt.”
The executive said the compa-
ny wouldtakea two-pronged app-
roach in renewing its outreach

with the locals and fighting the .

legal battle to get the plant reope-
ned. “We would like to continue
the outreach and look at possibi-
lities of employment, possibiliti-
esof how tofulfil theirneeds,” he
said. The National Green Tribu-
nal had put the Tamil Nadu go-
vernment on notice after Sterli-

tefiled a petition challenging 1t§/

closure order.

&
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Exports rise 17.6%, trade gap
widens to 43- month high

Costlier crude oil imports spur higher trade deficit

PRESS TRUST OF INDIA
NEW DELHI

India’s exports soared by
17.6% to $27.7 billion in June
but the trade deficit wi-
dened to a more than three-
and-a-half-year high of $16.6
billion due to costlier crude
oil imports.

Imports too rose by 21.3%
to $44.3 billion during the
month, according to the da-
tareleased by the commerce

Highest since Nov. 2014

The trade deficit in June
2018 is the highest since No-
vember 2014 when the gap
was $16.86 billion. The defi-
cit in June 2017 stood at
$12.96 billion. During April-
June this fiscal, exports rose

Losmg sheen: Gold |mports in June d|pped by about 3% to

$2.38 billion. =reuTers

by 14.2% to $82.47 billion.
Imports during the first

quarter of the fiscal in-

creased by 13.5% to $127.41

billion, leaving a trade defi--

cit of $44.94 billion.
Exporting sectors, which

helped to push the ship-

ments in June, include pe-

25

troleum products, chemi-
cals, pharmaceuticals, gems
and jewellery and engineer-
ing goods. Oil imports dur-
ing the month were up by
56.6% to $12.73 billion.

Gold imports in June
dipped by about 3% to $2.38
billion.
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U.S. steel tariff may impact
India indirectly: Minister

‘Surplus produce may come to India; it will hit local makers’

PRESS TRUST OF INDIA
NEW DELHI

Union Steel Minister Chaud-
hary Birender Singh on Fri-
day said the 25% tariff im-
posed by the U.S. on steel
import can ‘indirectly’ affect
the domestic sector.

U.S. President Donald
Trump has imposed a 25%
import tariff on steel and
10% on aluminium.

Mr. Singh had earlier said
the U.S. levy of heavy tariffs
on imported steel and alumi-
nium would not have any
major impact on steel pro-
duction in India as steel ex-
port to U.S. was only 3.3% of
total exports.

However, speaking at a
conference here, he said:
“The U.S. decision to impose

p . Y e
b & e '

Chaudhary Birender Singh

25% tariff on steel imports

will have negligible direct
impact [on India’s export] as
India’s share of U.S. steel im-
ports is very small as com-
pared to other countries but
there might be an indirect
impact.” He added, “Coun-
tries which are exporting to

the U.S. will be forced to
look at other major steel
consuming markets like In-
dia to sell their surplus [pro-
duce] and [can] slightly dis-
tort our domestic market
considerably due to dump-
ing,” he said.

‘85 MT may target India’
N.A. Ansari, CEO Steel Busi-
ness, Jindal Steel and Power
Ltd., who also attended the
conference on steel and
trade, said: “In the global
steel business about 300 MT
[million tonnes] is... traded
between the countries... and
due to this U.S. tariff move,
at least some 85 MT of steel
might find its way to India.

“We need to be very care-
ful at this point.”
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[China’s trade surplus
record

Y

with US hits

REUTERS
BEIING, JULY13

CHINA'S TRADE surplus with the
United States swelled to a record
inJune as its overall exports grew
atasolid pace, aresult that could
further inflame a bitter trade dis-
pute with Washington.

But signs exporters were
rushing shipments before tariffs
went into effect in the first week
of July suggest the spike in the
surplus was a one-off, with ana-
lysts expecting a less favourable
trade balance for China in com-
ing months as duties on exports
start to bite.

. The data came after the ad-

ministration of US President
Donald Trump raised the stakes
in its trade row with China on
Tuesday, saying it would slap 10
percent tariffs on an extra $200
billion worth of Chinese imports,
including numerous consumer
items. China’s trade surplus with
the US, which is at the centre of
the tariff tussle, widened to a
record monthly high of $28.97
billion, up from $24.58 billion in
May, according to Reuters calcu-
lations based on official data go-
ing back to 2008.

The record surplus “won'thelp -
already sour relations and escalat-
ingtensions”, Jonas Short, head of
the Beijing office at Everbright Sun
HungKai,wroteinanote,

4
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Gold hits 1-week
low as:$ climbs

REUTERS

London, july 13

Gold prices slid on Friday to
their lowest in more than a
week as the dollar rose due to
easing trade tensions and de-
mand for the precious metal
was weak due to expectations
of higher US interest rates.

Spot gold was 0.6 per cent
lower at $1,239.70 an ounce at
1151 GMT, down from $1,238.87
earlier, its lowest since July 3.
US gold futures slipped 0.5
per cent to $1,240.9.

Investors retreating from
gold can be seen in the largest
gold-backed exchange-
traded-fund (ETF), New York’s
SPDR Gold Trust GLD, which
has seen its holdings fall more
than 8 per centsince late April
to below 26 million ounces.

Silver fell 0.7 per cent to
$15.78 an ounce; platinum lost
1.5 per cent to $826.74 and pal-
ladium was off 1.1 per cent at
$939.21.

“The global trade dispute is
threatening to disrupt auto
sales, placing a question mark
over platinum and palladium
demand,” ANZ analysts said in
anote.

7 Centre cuts base

import price of
gold; silver

COGENCIS
Mumbai, july 13

slashed the base import price
of silver by $8 to $511/kg and
that of gold by $2 to $401 per 10

the Central Board of Excise and
Customs. Base import prices
were last revised on June 29.

Base import rates have been
revised to align it with the in-
ternational prices. Price of the
benchmark August gold con-
tracton the Comex declined 1.2
per cent in a fortnight to
$1,23840 per ounce at
Thursday’s close.

September silver contract on
the Comex were, however, un-
changed in a fortnight to
$15.79 per ounce at Thursday’s
close.

Typically revised every fort-
night, base import prices are
used to calculate duty on gold
and silver brought into the
country by individuals

India levies 10 per cent im-
portduty on both the precious
metals.

The Union government has
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gm, according toa notice from

The price of the benchmark:

Gold imports
dip 25% to
$8.4bn in Q1

New Delhi: Gold imports fell
by 25% to $8.4 billion in the
first quarter of the current fi-
scal due to sliding prices of
the metal in both global and
domestic markets.

According todata from the
commerce ministry, gold im-
ports had amounted to $11.3
billion in the same quarter of
FYI18. The imports of the me-
tal have been declining since
January this year. |

Contraction in gold im-
ports help contain the count-
ry’s current account deficit
(CAD) — which jumped to ne-
arly $49 billion, or 2% of
GDP, in FY18. This was higher
than $14.4 billion, or 0.6%,
CAD in FY17. acencies
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