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Indian Steel Industry
An exhilarating recovery 2020-21
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Exorbitant Steel prices
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Although, crude steel production in India fell by 10.60% during CY20 due to more stringent
lockdown
in the March
country,
the domestic steel industry has witnessed significant improvement in the
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production levels in the past two quarters. Steel prices have, however, rocketed and were placed

and steel prices. The Competition Commission of India (CCI) has reportedly started the investigatio
to get to the bottom of the allegation of said ‘cartelization’ and it remains to be seen if the sky-hig
prices of steel were indeed a manipulation or driven by fundamental factors.
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Rise in domestic steel prices (Source: Steel insights)
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The prices of coking coal although remained low from
March – December 2020 but increased sharply during January
2021 amid anticipations of supply chain disruptions from
Australia and buoyancy in demand backed rising global steel
production. Considering the elevated levels of raw material
prices, steel prices are unlikely to correct majorly in short term
although some pullback in the prices cannot be ruled out
considering the sharp run up.

The budget impact
In the budget announced on February 1, 2021, Finance
Minister announced revocation of anti-dumping duties and
countervailing duties on stainless steel products and slashed
custom duties on non-alloy steel products at 7.50% across all
non-alloy products. While stainless steel industry may be
adversely affected by this step, it might have little implications
on non-alloy steel. Since, the imports of non-alloy steel takes
place majorly from nations with whom the country has signed
www.epcworld.in

of `2.87 lakh crore and from proposed extension of city gas
distribution.

Modernization & Privatization

3

National Steel Policy (NSP), 2017, aims to create crude
steel capacity of 300 million tonnes (MT) and targets a robust
finished steel per capita consumption of 158 kgs by 2030-31 as
against the per capita consumption of 74.30 kgs in CY19.
However, the capex plans of primary and secondary steel
producers had been adversely impacted due to liquidity crunch
and uncertainty in demand amidst the slowdown in economy
earlier and later by covid-19 pandemic. It may be noted that, to
create a greenfield capacity of 1 million tonne, an investment
of around one billion dollars is required. Moreover, the steel
industry is highly working capital intensive as the raw materials
such as coking coal and high-grade coal are majorly imported,
and the working capital cycle is generally elongated due to
sizable inventory holding requirements necessitating high
79
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Crude Steel Production

Finished Steel consumption

Production & consumption trends (Source: JPC)

With the increase in realizations corresponding to the rise in steel prices, the major integrated steel
players have posted substantial increase in standalone EBIDTA/Tonne during Q3FY21.
Period
Q3FY20
Q3FY21

SAIL
2,894
12,762

TATA Steel
11,059
20,175

TATA Steel BSL
2,407
14,407

JSW Steel Limited
6,953
14,877

Jindal Steel Power Limited
8,092
20,898
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From substantial increase in exports to China and Vietnam
during May-July 2020 to catering to a reviving domestic 6 players. Further, elevated iron ore prices and any sustainable
rebound in coking coal prices are expected to keep the steel
demand from August, the steel industry was largely able to
prices firm in immediate future.
offset the effect of pandemic as evident by only 7.85% decline
in crude steel production in April-February 2021 as compared
to April-February 2020.
The secondary players have also picked up in Q3FY21 after
a subdued Q1 & Q2FY21. In Q3FY21, the integrated players
faced supply shortage due to low inventory levels courtesy
strong sales volumes in Q2FY21 and could not keep up with
robust demand in Q3FY21 due to which the integrated steel
players registered a meagre 0.06% increase in sales volume.
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While large players have reported faster return to normalcy
after covid-19 lockdown and restrictions, the recovery by
smaller players has been long and protracted due to their
limited diversification and weaker financial flexibility.
However, broad based recovery in economy has augured well
for secondary players as reflected in increase in sales volumes
in Q3FY21. Furthermore, removal of duty on steel scrap and
recent decision by the government to allow infrastructure and
road projects to procure steel from secondary players is
expected to partially bridge the gap in the realizations enjoyed
Q2FY21
and could
up with
robust
by secondary
playersnot
viz a keep
viz the primary
producers.
Fordemand
the
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Analyst
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in Q3FY21 due to which the integrated steel
players registered a meagre 0.06% increase in sales volume.

Sales volumes Trends
Integrated Steel Players
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While large players have reported faster return to normalcy after covid-19 lockdown and restrictions,

