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Fundamental . ) . .
Summary International prices and Import price parity Downward * Please contact Engagement manager for forward / long term buying strategies
GST impact Upward
China’s efforts to curb steel capacities Upward Fundamental Analysis: Raw Material
HR Coil 2.00 mm Delhi Spot CR Coils 0.8 mm Delhi Spot +»*» Global iron ore prices have found support over the previous week due to rise in Chinese steel
ook prices. Higher billet prices have led to rise in steel prices which in turn led to iron ore prices
Price Outloo il (0. Delhi i :
S 1R Coll @2.5mm) Deln spot prices are kely (% RO BT
stay above INR 34000 and trade higher v ot +* Meanwhile, amid strong demand for high grade iron ore due to the Chinese push for greener

and trade higher towards INR 40000 in

towards INR 35500 in the coming 3-5 weeks. Theiliuss wade

steel industry, imports continued to remain higher than previous levels despite already
existing inventory which comprises of low grade iron ore that was imported earlier. Chinese
iron ore imports for the month of May have risen by 5.5% YoY and 11.3% MoM..

Direction Upward Upward Upward Upward % Iron ore inventories at Chinese ports have moderated over the last two weeks by around 2
Price Range 34000 — 35500 34000 — 36500 38300 —40000 38300 — 40500 million tons. However, they still remain at elevated levels. Iron ore inventory levels remain at
elevated levels causing worries of eventual supply glut which has pressured the prices in the
last few months.

0 to 1 Month 0 to 2 Months 0 to 1 Months 0 to 2 Months

Delhi HR Coils 2 mm Procurement Strategy for spot month* % Coking coal prices have continued their falling streak last week. Prices have fallen back to

Pricing Window Already Priced USD 146 from USD 302 recorded in mid-April. Met coke prices have also moderated to USD
246 from USD 304 recorded in April. With sudden rise in Coking coal prices due to cyclone

Open Position
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impact, negotiations to set quarterly coking coal prices that the Japanese steel companies
will pay to the Australian miners have resumed. Also, with prices falling down, steel
producer’s margins have risen over the past few weeks.

At the Indian front, NMDC has kept its lumps and fines prices unchanged for the past four
months. Despite a fall in global ore prices and domestic steel prices over the past two
months, NMDC has not altered the prices owing to steady sales at the domestic front.
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Fundamental Analysis: Steel

++ China reported that the crude steel production has reached record high levels of 72.78

>

NMDC iron ore
production for the month
of May has fallen by 5% | 3.5
YoY and 11% MoM. lron |34
ore sales have also fallen
by 15% MoM whereas it
has risen by 25% YoY. |20
Strong iron ore sales over |15
the past four months |1, -
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4.0 NMDC Iron ore production and sales (mn tons)
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== Production (mn tons) == Sales (mn tons)

Domestic iron ore
production is expected to have reached 190 million tons in FY’17 as compared to 156 million
tons recorded in FY’16. With ongoing steel capacity expansion, many integrated players have
raised their mine output to meet their expansion needs. However, with supply surpassing
demand, this has led to heavy supply glut at the domestic front, further weighing on prices.
Strong Indian pig iron exports created tightness in the in the domestic supplies led to surge in
domestic pig iron prices during Mar-Apr. However, prices have remained weak since then
undermined by lower downstream steel prices and RM prices. Higher export demand has
limited fall in pig iron prices over the last few weeks.
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million tons in April’17 up by 4.8% YoY breaking the previous highest peak of 72 million tons
recorded in March’17. However, it has fallen in May by around 0.7% to reach 72.26 million
tons.

Chinese mills have ramped up production despite decline in export demand as domestic off
take has increased with rise in property sales and also in the wake of reports of Beijing
stressing hard to shut the

China quarterly steel exports (mn tons)

' 31
steel capacity by around 29 »9

50 million tons as the | 30
premiere continue to
push for greener | 25
environment. China has
already cut 31.7 million | 20
tons of steel capacity,
accounting to 63.4% of | 15
this year’s target of 50 JFM AMJ JIAS OND
million tons. This has W 2015 W 2016 2017

supported prices but subdued demand and increasing concerns of oversupply have
undermined prices over the past few weeks.

Despite an improvement in Chinese steel production in the recent months, exports have
fallen due to increasing protectionism in other countries against cheaper Chinese imports
undermining the overall trade. Over the past four quarters, exports have been falling in YoY
terms whereas as steel production has risen over the same period. This has led to supply glut
at Chinese front despite healthy consumption.

At the global front, crude steel production for the month of May has risen by 2% YoY to
reach 143.3 million tons with half of its production rise from China alone. However, the
capacity utilization ratio has fallen compared to last month to 71.8%.
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At the Indian front, crude steel production for the month of May has risen by around 10%
YoY to reach 8.3 million tons compared to 7.5 million tons recorded in Mayl’16. With imports
remaining weak and exports rising since late 2016, domestic producers have ramped up their
production.

Currently, with [47000 1 HR Coils landed cost (INR/ton)

international prices
remaining higher, current
anti-dumping duty on
imports is zero. Japanese

42000 -

37000 -

. >% 132000 - —
landed prices are costlier
by INR 200. Chinese (27000 -
prices are still costlier by 22000
around INR 8000 as 12-Sep-14  27-Mar-15  09-Oct-15  19-Apr-16  28-Oct-16  12-May-17
safeguard is also ===Landed cost China =—Landed cost Japan
applicable on Chinese === HRC India (Delhi) e Anti-dumping reference rate
imports.

Steel industry is likely to benefit from the new GST rate for steel which is set at 18%. GST on
other Raw materials like coal and iron ore is fix at 5% which could lower input costs. Also,
with a substantial slash in transport costs due to unified and standard tax rate under GST,
this is likely to help steel companies reeling under large debt and also keep steel prices
stable. Also, GST is expected to lead to faster production, wider markets and cost savings as a
result of simplified taxation.

At the demand front, Mahindra and Escorts tractor cumulative tractor sales in April and May
increased by 15.9% and 24.2% YoY respectively. In FY’17 cumulative sales of Mahindra and
Escorts increased by 16.1% and 22.6% compared to FY’16 due to improvement in rainfall
after two years of drought conditions.

Going ahead, expectations better than normal rainfall and seasonal higher sales during Aug-

Oct months is likely to result in higher offtake from the market in the coming days, which is
expected to remain supportive to prices in the medium term.
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HRC Coil (2.5mm) Delhi spot prices have
extended the bearish momentum below
previous swing low and closed at INR
34498 in the last trading day.

The resumed bearish momentum has
approached the 161.8% of prior bearish
leg(Jan-Feb’17) clustering with 50%
retracement.

The weekly momentum indicators MACD
(12,26,9) is approaching the equilibrium
suggesting potential price consolidation
above INR 34000 before resuming the
weakness.

The bull market from 2016 has almost
retested the 2012 swing high and
experiencing selling pressure with Zigzag
formation.

On the higher side, INR 35500 can act as
immediate resistance.

On the down side, INR 34000 can act as
immediate support.
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Technical Outlook: HR Coils 2.0 mm Delhi Spot

[HRC Coil 2mm CR Grade,EXW Delhi, INR/Ton]
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Concisely, HR Coil (2.5mm) Delhi spot prices are likely stay above INR 34000 and trade higher
towards INR 35500 in the coming 3-5 weeks.
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Commodity
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(Fe 63.5/63%)
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Daily Aluminium Price Outlook and
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Daily Copper Price Outlook and
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Daily Lead Price Outlook and Strategy
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Bi-Weekly Aluminium Elliott wave
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