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Steel exports riding
on rich realisations

After a 29% gallop last fiscal, steel exports should head higher in the first half of
this fiscal given higher realisations and new capacities coming on stream
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Prices pierce past a 12-year high

After a brief cooling phase in February this year, global steel prices continued to rally and touched $830 per tonne
in the last week of March, the highestin the past 12 years.

Healthy demand in China, low-base effect of the January-March 2020 quarter, and small steps towards de-
carbonisation that’s impacting supply lifted global steel prices to $690 per tonne on average in the last quarter of
fiscal 2021, compared with $483 per tonne in the same period a year before. Iron ore supply hiccups at mines in
Brazil and Australia also lent lift.

Howevwer, in January-March 2021, domestic steel prices rose slower than global prices, which widened the spread
between landed global prices and domestic prices to 19% in March from 2% in October. This drove exports up
126% on-year in March to 1,290 kilo tonne (KT), compared with a monthly average of 650-750 KT in recent times.
While exports of finished steel in the first quarter of fiscal 2021 were driven by lacklustre domestic demand, the
surge in the last quarter was led by higher export realisation.

Owerall in fiscal 2021, exports increased 29%. The momentum is expected to continue and push finished steel
exports another 12-16% higher this fiscal, helped also by three factors:

e Expectation that global steel prices will remain elevated, especially in the first quarter of this fiscal, before
cooling sequentially

¢ Widening spreads between export and domestic realisations

e Expectation that incremental supply will exceed incremental demand with the commissioning of 6 million tonne
of new supply

Indian finished steel exports surge in March Export volume to rise to 11-13 MT this fiscal
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Interestingly, there were variations in the geography mix of exports last fiscal. In the first half, China accounted for
~30% of finished steel exports. In the third quarter, however, that number plunged to a mere 8% with January and
February seeing negligible exports. In contrast, the share of the European Union surged from 13% of exports in the
first quarter of last fiscal to over 39% in January-February.
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Exports fetch higher realisation in March 2021; momentum to
sustain through the first quarter of fiscal 2022
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Note: % above indicates global landed and domestic price differential. For
instance, -2% indicates domestic prices were at a 2% discount to global
landed prices in October 2020

Source: Industry, CRISIL Research

Domestic prices are expected to remain elevated through the first quarter of the current fiscal, with average price
hikes of Rs 5,000 per tonne likely sequentially.

But from the second quarter, both global and domestic prices would cool sequentially. For the current fiscal, they
are expected to increase 13-15%on-yeatr.

Supply-tightening reforms in China and the second wave of Covid-19 are the key monitorables.
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About CRISIL Limited

CRISIL is aleading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions w ith a strong track record of grow th, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through busines ses
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It is majority ow ned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and
data to the capital and commodity markets w orldw ide.

About CRISIL Research

CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the
Indian economy, industry, capital markets and companies. We also conduct training programs to financial sector professionals
on a wide array of technical issues. We are India's most credible provider of economy and industry research. Our industry
research covers 86 sectors and is know n forits rich insights and perspectives. Our analysis is supported by inputs from our
large netw ork sources, including industry experts, industry associations and trade channels. We play a key role in India's fixed
income markets. We are the largest provider of valuation of fixed income securities to the mutual fund, insurance and banking
industries in the country. We are also the sole provider of debt and hybrid indices to India's mutual fund and life insurance
industries. We pioneered independent equity research in India, and are today the country's largest independent equity research
house. Our defining trait is the ability to convert information and data into expert judgments and forecasts w ith complete
objectivity. We leverage our deep understanding of the macro-economy and our extensive sector coverage to provide unique
insights on micro-macro and cross-sectoral linkages. Our talent pool comprises economists, sector experts, company analysts
and information management specialists.

CRISIL Privacy

CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your
request and service your account and to provide you w ith additional information from CRISIL. For further information on
CRISIL’s privacy policy please visit www.crisil.com/privacy.

Disclaimer

CRISIL Research, adivision of CRISIL Limited (CRISIL) has taken due care and caution in preparing this Report based on the
information obtained by CRISIL from sources w hichit considers reliable (Data). How ever, CRISIL does not guarantee the
accuracy, adequacy or completeness of the Data / Report and is not responsible for any errors or omissions or for the results
obtained from the use of Data / Report. This Report is not a recommendation to invest/ disinvest in any company covered in the
Report. CRISIL especially states that it has no financial liability w hatsoever to the subscribers/ users/transmitters/ distributors of
this Report. CRISIL Research operates independently of, and does not have access to information obtained by CRISIL’s

Ratings Division / CRISIL Risk and Infrastructure Solutions Limited (CRIS), w hich may, in their regular operations, obtain
information of a confidential nature. The view s expressed in this Report are that of CRISIL Research and not of CRISIL’s

Ratings Division / CRIS. No part of this Report may be published /reproduced in any form without CRISIL’s prior w ritten
approval
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