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Metal Sector Update
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Sector Update

METALS

Steel Sector News

World steel association, in its April-2012 short range outlook, has come out with
steel consumption estimates for CY-12 and CY-13. WSA estimates that world
apparent steel consumption to increase by 3.6% yoy in CY12 and 4.5% yoy in CY-
13. During the same period China is estimated to see consumption growth of
4.0% each year, while India’s steel consumption is expected to increase by 6.9%
and 9.4% during CY12 and CY-13, respectively.

Chinese finished steel inventory levels, since Feb-12, have continuously been
witnessing decline and are currently running at last two year’s low. Though the
pace of inventory decline has been slow, nevertheless falling inventory levels is
indicating gradual pick-up in demand when seen in context of ever increasing
Chinese crude steel production.

Domestic steel prices; both long and flat, remained fairly stable and we expect
them to remain so for next couple of months as domestic prices now are at
parity with landed steel which is largely aided by rupee depreciation and
increase in excise duty.

World HRC prices remained flat as demand is yet to see meaningful pick up in
major steel consuming sectors. Lower or stable raw material prices have further
aided in supporting stable steel prices. With Europe yet to show any
meaningful signs of revival and expected lower consumption growth in China
are likely to limit significant jump in steel prices and thus we expect steel
prices to stabilise at current levels.

Iron ore prices declined marginally from recent levels of US $150/t amid a shaky
outlook for steel. Notably price decline has come on the back of declining iron
ore inventories. We expect iron ore price to remain stable at current levels due
to fairly stable; though falling, iron ore inventories and incremental demand
coming from higher crude steel production.

Base Metal News

Base metal prices gained during the last fortnight on the back of positive
economic data coming in from the US and China. China reported fifth
consecutive month of manufacturing expansion enticing buying interest in base
metals. Copper, lead, zinc and aluminium gained 6.0%, 4.2%, 2.9% and 2.7%
respectively, on LME during last fortnight.

We expect base metal prices to remain volatile as they look to take cues from
uncertainty surrounding European debt issues and economic data outcome
from countries like China and the US.
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Ferrous Sector:

Indian steel consumption growth trend

Apparent steel consumption
between April-Feb-12 has gone
up by 4.4% yoy.

Source: Bloomberg, Arihant Research
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Long steel prices continue to
hold strong and are now
trading at premium to flat steel.
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Domestic Vs landed steel prices— Premium/ (discount)
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Chinese inventory have jumped 69% yoy to

3.4mn tonnes.
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Scrap prices have seen marginal
improvement.
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Iron ore us$/t Indian iron ore reference price to china(Fe -63%)
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Non-Ferrous Sector
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Base metal prices gained during last fortnight on the back of
positive economic data coming in from the US and China.
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Corporate News

v’ Tata steel has secured a contract worth more than £100mn for its Hartlepool site.

v’ Steel Authority of India may get a slice of a magnetite mine in Rajasthan’s Bhilwara district
soon.

v Adhunik Metaliks Limited, sold its forging subsidiary, Neepaz V Forge, to Nagpur
Automotive Industries Private Limited.

v' JSW Steel’s crude steel production in March was down 3% at 5.92 lakh tonnes against 6.1
lakh tonnes achieved in February.

v The Power Ministry may not accept Coal India's minimum penalty clause in the fuel supply
agreement and may seek Prime Minister Office's intervention on the issue.

Source: Economic Times, Business Standard, Business line.
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Stock Rating Scale
Absolute Return
BUY : >20%
ACCUMULATE : 12-20%
HOLD : 5-12%
REDUCE : <5%
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