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India’s steel market is out of 
step with global trends. Global 
demand is weak with China at a 
huge supply surplus to its 
domestic demand, pushing 
down global steel prices. 

India’s domestic demand  
for steel is strong, given the 
continuing infrastructure push 
and is likely to accelerate as 
urbanisation improves, and the 
auto sector continues to grow 
alongside the infrastructure 
push. 

However, India’s steel majors 
have seen a soft Q2FY25 with 
average prices down by ~3,000-

5,000 per tonne Q-o-Q.  
Margins may have been 

sustained to some extent by  
soft input prices, including 
lower coal and lower ore prices, 
which also led to lower working 
capital requirements. 

Even so, spreads would have 
been under pressure and there 
was likely operating profit 
margin compression of about 
~1,500 per tonne Q-o-Q. 
Volumes are likely to be muted 
in a seasonally weak quarter. 

But in the long run, India’s 
steel sector is expected to 
outpace real GDP growth with 8-
10 per cent annual growth over 
FY24-30 which would be much 

higher than GDP growth over 
that period. Indian steel 
capacity is expanding quickly 
with every steel major 
committed to capex. 

Global weakness is due to 
poor China demand. Hence 
Chinese steel exports are 
flooding markets. In January-
August 2024, Chinese exports 
rose by 19 per cent Y-o-Y in 
volumes to 70 million tonnes. 
Domestic iron ore production is 
expected to grow in the next few 
years from 278 million tonnes in 
FY24 to 400 million by FY30. 
Apart from higher ore mining, 
India needs beneficiation plants 
to enable better ore quality. 

Domestic crude steel 
production for eight months of 
CY24 has risen 7.4 per cent Y-o-Y 

to 98.7 million tonnes. 
India is the fastest growing 

steel producer globally and its  
global market share is at 8 per 
cent, second to China. Steel 
demand has a strong correlation 
with GDP growth and post-FY21, 
the steel sector has outpaced 
broad GDP, recording over  
8 per cent CAGR. 

Apart from government-
driven infrastructure 
construction, steel sector 
growth is directly linked with 
the rate of urbanisation. India’s 
pace of urbanisation may be 
accelerating with the National 
Institute of Urban Affairs 
estimating urban population 

would hit 590-600 million by 
2030. Demands on urban 
transportation (metros), urban 
infrastructure, and construction 
will further raise steel demand. 

Crude steel installed  
capacity would hit 300 million 
tonnes by FY30-31 with 210-220 
million tonnes of steel likely to 
be produced and 190-210 
million tonnes consumed 
locally by FY30. The top five 
players including JSW Steel, 
Tata Steel, SAIL, JSPL and 
ArcelorMittal Nippon Steel hold 
a cumulative 52-54 per cent 
market share by FY30. 

JSW and JSPL have the best 
return on equity. JSW Steel will 
hold 50 million tonnes of 
domestic capacity (51.5 million 
tonnes consolidated) by FY30. 

JSPL has the strongest balance 
sheet of the majors and it has 
reduced net debt by about 70 per 
cent from ~34,300 crore in FY19 
to ~10,500 crore in Q1 FY25. Its 
net debt to operating profit is 
one time, much better than 
JSW’s 3 times and Tata’s 3.4 
times in Q1FY25. 

There is a case for suggesting 
better valuations across the 
sector as demand accelerates. 
Most steel majors will also 
deliver better return ratios once 
their capex completes. Given 
robust domestic demand and 
capacity adds, prospects look 
good in the long term. Under the 
circumstances, the current 
weakness in the cycle could 
 be a good entry point for the 
patient investor.

THE COMPASS

Correction in steel stocks could be a buying opportunity 

Tax edge adds shine to gold ETFs
Shorter holding period to attract smart money into the MF offering 
ABHISHEK KUMAR 
Mumbai, 20 September 

I
nflows into gold exchange-
traded funds (ETFs), which man-
age a total of  ~37,390 crore, have 

surged sharply in recent months. 
This trend is likely to continue, espe-
cially after the reintroduction of long-
term capital gains tax (LTCG), which 
is likely to attract smart money into 
mutual fund offerings amid a robust 
outlook for the yellow metal. 

Smart money, also known as 
opportunistic flows, refers to strategic 
investments that are generally of a 
short-term horizon. “The shorter 
holding period makes gold ETFs 
more relevant for the section of inves-
tors who are looking to buy and sell 
over a short period,” said Vishal 
Dhawan, founder and CEO of Plan 
Ahead Wealth Advisors. 

According to the new tax rules 
announced in the Budget, gains from 
gold ETFs will qualify for the 12.5 
LTCG tax if held for one year. The 
LTCG benefit was brought back this 
year after it was removed in April 
2023. This time, the holding period 
for LTCG is lower than the 3-year 
requirement until March 2023. 

“The inflows have picked up in 
recent months but it’s just a fraction 
of the physical gold market, which is 
estimated to be around ~3-4 trillion. 
The inherent advantages of the MF 

route coupled with the changes in tax 
structure and a positive outlook 
should lead to higher adoption of the 
ETF route going forward,” said 
Vikram Dhawan, head commodities 
and fund manager, Nippon India 
Mutual Fund. 

In August, investments into gold 
ETFs surged to an all-time-high of 
~1,611 crore. Experts say the flow of 
retail investments could also pick up 
pace but this expectation hinges on 
the likelihood of the government pul-
ling the plug on Sovereign Gold 
Bonds (SGBs). 

They say that the additional inter-
est offered by SGBs make them a 
more attractive option vis-a-vis ETFs. 

“While gold ETFs may seem 
attractive due to their shorter LTCG 

holding period of 12 months, SGBs 
still remain a preferred option for 
investors. SGBs offer not only poten-
tial appreciation in gold prices but 
also provide a 2.5 per cent annual 
interest and tax exemptions on cap-
ital gains upon maturity," said Feroze 
Azeez, deputy CEO, Anand Rathi 
Wealth. 

Dhawan said investors should 
avoid getting swayed by the lower 
holding period for LTCG taxation to 
approach gold investment from a 
short-term perspective. “Gold as an 
asset class is not suited for a 1-year or 
2-year time frame, given that its vol-
atile. It is meant for the long-term,” 
he said. 

The one-year LTCG holding 
period is only applicable to gold ETFs 

as gold fund of funds (FoFs) will qual-
ify for the preferential taxation only 
after two years.  

Rushabh Desai, Founder of Rupee 
With Rushabh, said that despite the 
tax disadvantage retail investors 
should prefer the FoF route. 

“Since ETFs are traded on the 
exchanges, gold ETFs may not be the 
right option for retail investors, 
given that the pricing is subject to 
the demand-supply dynamics. A 
higher demand can push prices of 
the units beyond the value of the 
underlying asset. They can also be 
underpriced at times, leading to 
losses for investors who are exiting. 
Fund of funds (FoFs) are less prone 
to this risk,” said Rushabh Desai, 
founder, Rupee With Rushabh. 

Defence stocks stage a 
comeback after steep fall
ABHISHEK KUMAR 
Mumbai, 20 September 

Defence stocks witnessed a turn-
around on Friday after a steep fall 
in the past two months. Cochin 
Shipyard surged 10 per cent  
while Garden Reach Ship -
builders, Mazagon Dock 
Shipbuilders, and Paras Defence 
& Space Technologies gained  
5 per cent or more. 

According to experts, the inter-
est in defence stocks likely went 
up as the correction eased the val-
uations to an extent. The buoyant 
sentiment in the equity market 
also boosted buying in the sector. 

“It is a reaction to the Fed 
rate cut and investors spec-
ulating on potential 
promising opportunities. 
Some investors might 
have thought that the fall 
was overdone and they 
started buying into the 
theme again,”said Vikas Gupta, 
smallcase manager and CEO at 
OmniScience Capital. 

The rally in Cochin Shipyard 
was also driven by its inclusion in 
the FTSE All World index. The 
inclusion is expected to bring $30 

million inflows into the 
defence major. 

Even though these 
stocks saw rally on 
Friday, most of them 

were down signifi-
cantly in the three-

month period, going up to as 
much as 27 per cent. Bharat 
Dynamics, Paras Defence & Space 
Technologies, and Hindustan 
Aeronautics have seen the most 
decline during the period. Most 
brokerages had a sell rating on 

these stocks, largely due to over-
valuation. 

The price-to-earnings (P/E) 
ratios had swelled after stock 
prices went up multifold during 
the day. The rally was initially 
fuelled by the government's focus 
on defence manufacturing in 
India and the resultant increase in 
order books. In the one-year 
period, many of the defence stocks 
are up over 100 per cent. Cochin 
Shipyard is the biggest gainer hav-
ing gone up 246 per cent.

KHUSHBOO TIWARI 
Mumbai, 20 September 

LIC Mutual Fund plans to launch smaller 
ticket-size systematic investment plans 
(SIPs) of ~100 by the first week of October, 
said RK Jha, managing director (MD) and 
chief executive officer (CEO). 

The decision comes at a time when the 
Securities and Exchange Board of India (Sebi) 
has been advocating lower-size SIPs to allow 
more participation from investors. 

In its initiative to make it more accessible, 
the market regulator has been working on 
measures to make ~250 SIP more cost-effec-
tive and viable for fund houses. 

At present, there are a few fund houses 
that offer SIPs below ~500.  

LIC MF plans to bring down the minimum 
daily SIP amount to ~100 from the current 
limit of ~300. For monthly SIPs, it will be 
brought down to ~200 from ~1,000. 

“We will bring the addendum for lowering 
SIP amounts on October 7,” said Jha. 

Jha was speaking on the sidelines of the 
launch of its new fund offering (NFO) — LIC 
MF Manufacturing Fund — an open-ended 
equity scheme focusing on the manufactur-
ing theme. The fund house believes that push 
from the government and global shift in 
supply chain to China+1 are in favour of the 
sector for the long term. 

The fund house is aiming to take its assets 

under management (AUM) to ~1 trillion by 
FY26 from the current ~35,000 crore. 

“We have increased our team strength in 
the equities segment and are focusing on dig-
ital presence along with new branches in B30 
cities to raise the AUM. We plan to take the 
total count of branches to 50 with over 10 
new in cities such as Dehradun, Jamshedpur, 
Jodhpur and Durgapur, among others. The 
fund house will also launch a new app for 
distributors in a month,” added Jha. 

QUICK TAKE: STRONG RETURN RATIOS FOR KARUR VYSYA BANK

Investor
 <

The Smart The stock of Karur Vysya Bank (KVB) is down  
8 per cent from its monthly highs. ICICI Securities  
has maintained a ‘buy’ rating with a target  
price of ~270. It expects KVB to sustain its leadership  
on return on assets and return on equity fronts  
within mid and small private banks space

“Futures are continuing to price in a 
more aggressive pace of cuts than was 
implied by the Fed’s dot  
plot, so investors think  
they might need to  
accelerate those rate cuts  
if downside risks materialise” 

JIM REID, Strategist, 
Deutsche Bank AG
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Sebi allows MFs 
to buy, sell credit 
default swaps
KHUSHBOO TIWARI 
Mumbai, 20 September 

The Securities and Exchange Board of India (Sebi) on 
Friday allowed mutual funds (MFs) to participate as 
buyers and sellers in the credit default swap (CDS) seg-
ment and allowed greater flexibility to boost liquidity in 
the corporate bond market. 

The MFs were previously only allowed as buyers in 
the CDS segment — with negligible participation owing 
to restrictions. 

The MFs could take such transactions only in the port-
folios of fixed maturity plans (FMP) schemes having a 
tenor of more than one 
year. CDS facilitates risk 
mitigation and invest-
ments in lower-rated cor-
porate bonds. 

It facilitates the swap-
ping of the risk of default 
through a derivative con-
tract and is akin to insur-
ance. CDS allows an inves-
tor to offset their credit risk 
with another investor, who 
is willing to reimburse or 
pay a notional amount in 
case the borrower or the 
issuer of the bond defaults. 

“Such flexibility to par-
ticipate in CDS shall serve 
as an additional invest-
ment product for mutual 
funds and also aid in 
increasing liquidity in the 
corporate bond market,” 
said Sebi. The market reg-
ulator has opened the segment to mutual funds with cer-
tain checks and risk management. Sebi specified that 
MF schemes may sell CDS only as part of investment in 
synthetic debt securities, which means sell CDS on a ref-
erence obligation covered with cash, g-sec or T-bills. 
Overnight and liquid schemes will not be allowed to sell 
CDS contracts. 

The schemes can buy CDS only for hedging their credit 
risk on debt securities. MF schemes may sell CDS only as 
part of investment in synthetic debt securities. “The expo-
sure through CDS (Notional amount of both CDS bought 
and sold) shall not exceed 10 per cent of AUM of scheme 
and shall be within the overall limit of derivatives exposure 
as prescribed in Scheme Information Documents,” Sebi 
noted. The Association of Mutual Funds in India has been 
directed to issue guidelines for the valuation and account-
ing of CDS by MF schemes. 

n Mutual funds were  
only allowed as buyers, 
were subject to many 
other restrictions 

n Flexibility provided  
now to buy and sell  
CDS, with measures to 
keep risk in check 

n Exposure through CDS 
(notional amount of both 
CDS bought and sold) to 
not exceed 10% of AUM 
of scheme   

n Amfi to formulate 
guidelines for valuation 
and accounting

DECODING  
THE MOVE

CRUISING AHEAD  
Major players                                                    Stock price change (in %)  
                                                                1-day                 3-month 
Cochin Shipyard                                  10.0                  -17.3 
Garden Reach Shipbuilders                9.1                       5.4 
Mazagon Dock Shipbuilders               7.7                       9.8 
Paras Defence & Space Technologies    5.0                  -21.1 
Bharat Dynamics                                   2.5                  -26.8 
Mishra Dhatu Nigam                            3.2                  -15.0 
ideaForge Technology                          2.0                  -11.3 
Hindustan Aeronautics                        2.4                  -18.1 
Bharat Electronics                                 1.7                  -11.1 
Source: Bloomberg                                                          Compiled by BS Research Bureau

LIC MF plans to bring down the 
minimum daily SIP amount to ~100 
from the current limit of ~300.  
RK Jha, MD & CEO of LIC MF said  
they would bring addendum for 
lowering SIP amounts on October 7

LIC MF may launch 
~100 SIPs in October

HUL surges 34%  
in 6 months; mcap 
touches ~7 trillion

Mankind mcap tops 
~ 1 trn,  plans up to  
~10K cr  fundraise 
Shares of pharma-
ceutical company 
Mankind Pharma 
hit a new high of 
~2,596, as it surged 7 
per cent on the BSE 
in Friday’s intraday 
trade amid heavy 
volumes ahead of 
board meeting on 
Friday.  The sharp 
rally in stock price 
of the company saw 
its market capitali-
sation cross ~1 tril-
lion-mark.  The 
pharmaceutical 
major on Friday also announced that it would 
raise funds aggregating up to ~10,000 crore by 
way of issuance of non-convertible debentures 
and commercial papers on a private placement 
basis. The firm on September 17 had announced 
a board meeting to approve the fund raise for 
financing Mankind’s recent acquisition of Bharat 
Serums and Vaccines (BSV). BS REPORTER

Shares of Hindustan 
Unilever Ltd (HUL) hit 
a new high of ~2,983, 
gaining 2.5 per cent on 
the BSE in Friday’s 
intraday tra de amid 
heavy volumes, on a 
healthy demand out-
look. In the past six 
months, the stock of the 
fast moving consumer 
goods (FMCG) company 
has surged 34 per cent. 
In comparison, the BSE 
Sensex has rallied nearly 17 per cent during the 
period. A sharp outperformance of HUL lifted the 
company’s market capitalisation above ~7 trillion in 
the intraday trade. In the April to June quarter 
(Q1FY25), HUL delivered a robust performance with 
an underlying volume growth of 4 per cent. 
Underlying sales growth was 2 per cent due to the 
impact of price reductions taken during the year as 
the company passed on benefits of lower commod-
ity prices to consumers. BS REPORTER

N IN BRIEF N

FTSE All-World and FTSE All Cap indices  
underwent semiannual rebalancing on Friday, 
adding dozens of stocks to both the indices.  
Equity inflows of $1 billion are expected to come to 
India due to his rebalancing exercise, according to 
IIFL Alternative Research. 

Nine of the 13 stocks which were added to the 
FTSE All-World index gained. Cochin Shipyard rose 10 
per cent, Housing and Urban Development 
Company (8.9 per cent), Escorts Kubota (6.8 per 
cent), and Lyods Metals and Energy rose 5 per 
cent.Amongst the added stocks that saw declines 
were Endurance Technologies, which fell 2.8 per 
cent, KEI Industries 2.4 per cent, and GE T&D India, 
which declined 1.8 per cent. The rebalancing of the 
indices led to a spike in foreign portfolio investors 
(FPI) inflows on Friday. The FPIs were net buyers 
worth ~14,064 crore, the biggest single-day buying 
after February 24, 2021, when they bought ~28,739 
crore. Kotak Mahindra Bank, ICICI Bank and Tata 
Technologies saw changes in their weighting in the 
FTSE All World index, which rose 1.8, 3.8 and 5.1 per 
cent, respectively. BS REPORTER

Equity inflows of $1 bn 
expected after FTSE 
indices rebalancing

SAT dismisses Linde India  
plea against Sebi order 
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The Securities Appellate Tribunal (SAT) dismissed an 
appeal filed by industrial gases and enginee ring firm 
Linde India against a valuation exercise being carried 
out by the National Stock Exchange (NSE) according to a 
Sebi order. The matter pertains to various agreements 
and transactions by Linde India with its related parties 
Praxair India and Linde South Asia Services. BS REPORTER

The cases where Sebi chair-
person Madhabi Puri Buch 
recused herself due to poten-
tial conflict of interest is not 
“readily” available and collat-
ing them would “dispropor-
tionately divert” its 
resources, the securities mar-
ket regulator said in an RTI 
response on Friday. 

In the response furnished 
to transparency activist 
Commodore Lokesh Batra 
(retd), the regulator also 

refused to provide copies of 
Buch’s declarations to the 
government and Sebi Board 
on the financial assets and 
equities held by her and her 
family members on the 
grounds of these being “per-
sonal information” and that 
their disclosure may 
“endanger” personal safety. 

It also denied to disclose 
the dates on which the dis-
closures were made. The Sebi 
Central Public Information 

Officer (CPIO) used the 
grounds of “personal infor-
mation” and “safety” to deny 
copy of those declarations. A 
CPIO may still disclose infor-
mation if public interest in 
disclosure outweighs the 
harm to the protected inter-
ests. A press release from Sebi 
on August 11 had claimed 
that the chairperson has 
recused herself in matters 
involving potential conflict of 
interest. PTI 

Sebi refuses to disclose instances of 
Buch’s recusal on conflict of interest

Axis Bank has said that Axis Capital’s (ACL’s) activities 
were bona fide and in compliance with all 
applicable regulatory provisions, following 
Securities and Exchange Board of India’s (Sebi’s) bar 
on ACL from merchant banking in the debt 
segment. In an exchange filing, the bank added that 
there has been no loss to any investor or market 
participant from Axis Capital’s activities. The bank 
added that  ACL is evaluating all available legal 
remedies for the interim order. In an interim order 
on Thursday, Sebi restrained Axis Capital from taking 
any new assignment as a merchant banker, arranger 
or underwriter in the debt segment. BS REPORTER

Axis Capital complied with 
regulatory norms: Axis Bank

ADDING GLITTER
Monthly inflows into gold ETFs (~cr)

Source: Amfi
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