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Awaiting a decisive price recovery… 
 International coking coal prices have been on a roller coaster ride during CY23. 

With coking coal having sustained above the $300/t mark over the last month and 
global steel prices still hovering in the $540 – 560/t range, the steel spreads are 
taking a hit.  

 Chinese pricing has been under pressure for quite some time now. Weak domestic 
demand, surplus production capacities and extensive exports have suppressed 
steel prices well below the $600/t mark. 

 As per WSA, steel production in China is expected grow by a mere 2% YoY, which 
is a dismal show compared to past years. Given weak domestic demand, Chinese 
producers have been forced to dump low-priced steel in global markets including 
India. 

 India has been importing cheaper steel from China, Korea, and Vietnam over the 
last six months, clearly a bleak scenario for domestic players. However, strong 
domestic demand is likely to keep the steel outlook positive for the domestic 
players for the foreseeable future. 

 Chinese exports reached 75.47 mt during the Jan-Oct’23 span, 34% higher than 
steel exports from the corresponding span in CY22.  

Exhibit 1: Chinese Exports 

 

Source: China Customs, YES Sec 

Exhibit 2: HRC Prices comparison 

 
Source: Bloomberg, YES Sec 
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How is the global steel industry faring? 
During the Jan-Oct’23 period, global production reached 1.545 bt with China producing over 55% 
of it (867.50 mt). Chinese production continues unabated despite drastically falling demand vis-
à-vis prior calendar year. In CY23, Chinese production upped by about 10 mt of the last year’s 
production during the CPLY. Further, exports have considerably increased.  

Exhibit 3: China vs ROW - Production 

 
Source: World Steel Association, YES Sec 

Since the start of CY23, China’s production had been on the rise, which is why the industry had 
great expectations from China’s reopening on the demand front, while harboring hopes of higher 
prices eventually. However, the story turned out to be just the opposite and steel producers 
suffered a big hit on the realization front. Globally too, steel production significantly suffered, 
barring a few countries like India, Japan and Vietnam.  

The global demand is expected to grow by a mere 1.8% on a YoY basis for CY23 and 1.9% for 
CY24 as per the WSA. China’s demand is expected to remain sluggish on the back of poor real 
estate sector performance, which accounts for over 1/3rd of the country’s steel demand. The fall 
in the real estate demand dampened the global steel price sentiment, and the Chinese 
government had to provide aid to the industry as a protectionist measure. 

During the Jan-Oct’23 period, China exported 75.47 mt. In CY23, China has already exported 
more steel in the global markets in the first 10 months than it did annually since 2017. The 
resultant effect can be seen in the form of the pricing pressures in the industry. Subdued demand 
globally and in China, cheap exports from China, and a weak outlook of global steel demand have 
been key causes of concern for Indian steel producers, given the opportunity for cheap imports 
to penetrate the Indian market and a price ceiling imposition on Indian finished steel products. 

The Indian steel producers hope that a fall in Chinese exports might help steel prices recover. On 
the cost front, coking coal prices have been a point of worry since the start of the year. They 
started declining in March and further eased during the June quarter, given that the Australian 
supply picked up, global steelmaking industry has shown signs of softening, and steel demand 
post China reopening has failed to emerge.  

However, given the Australian coking supply issues and government effort to revive Chinese 
demand coming into play during the June-September quarter, we have seen coking coal prices 
rising back to levels above $ 300/t. In fact, over the last month and a half, international coking 
coal prices have been experiencing a roller-coaster ride.  

India is now looking at different avenues for sourcing raw material with the prime objective of 
escaping the higher cost of purchase. India is contemplating talks with Mongolia as also exploring 
various investment opportunities for easier coking coal imports. The Indian steel industry is facing 
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constricting issues importing coking coal from Australia. As Mongolia is a landlocked nation, the 
coking coal shipments can be routed through rail and port facilities in Russia and China. However, 
more development on the same is yet to be seen 

Exhibit 4: Coking Coal Prices 

 
Source: Bloomberg, YES Sec 

On the domestic front, the demand has remained strong in India; however, the Indian steel 
producers have a stiff challenge in the form of cheap Chinese steel imports into the country. On 
the bright side, the production in India seems largely unaffected. With upcoming capex pipelines 
aiming to increase plant capacities and efficiencies, the Indian steel producers look well positioned 
to benefit from the higher per capita use of steel expected in the upcoming years. 

Exhibit 5: Indian Steel Picture 

 
Source: Ministry of Steel, YES Sec 

During H1FY24, Indian steel players endured two different scenarios on both pricing pressures 
and coking coal costs. While Q1FY24 brought in high-cost coking coal, Q2FY24 brought a sigh 
of relief with coking coal prices averaging in the range of $ 230-250/t. Now with coking coal 
prices again elevated, we should expect the impact of rising costs during H2FY24, particularly in 
Q4FY24. With China’s production drop, steel prices have indeed moved up, however they are 
still way below the sustainable $600/t mark. Steel spreads for both the Indian and Chinese steel 
players are way below the traditional mark, and steel producers keenly await an uptick in steel 
prices to ease the coking coal cost burden. 
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STEEL AND RAW MATERIAL PRICING 

Exhibit 6: Indian HRC Prices Exhibit 7: Indian CRC Prices 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 8: Chinese HRC Pricing Exhibit 9: Australian FOB Iron Ore 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 10: Indian Steel Spreads Exhibit 11: Chinese Steel Spreads 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 
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DISCLAIMER 

Investments in securities market are subject to market risks, read all the 
related documents carefully before investing. 

The information and opinions in this report have been prepared by YSL 
and are subject to change without any notice. The report and 
information contained herein are strictly confidential and meant solely 
for the intended recipient and may not be altered in any way, 
transmitted to, copied or redistributed, in part or in whole, to any other 
person or to the media or reproduced in any form, without prior written 
consent of YSL. 

The information and opinions contained in the research report have 
been compiled or arrived at from sources believed to be reliable and 
have not been independently verified and no guarantee, representation 
of warranty, express or implied, is made as to their accuracy, 
completeness, authenticity or validity. No information or opinions 
expressed constitute an offer, or an invitation to make an offer, to buy 
or sell any securities or any derivative instruments related to such 
securities. Investments in securities are subject to market risk. The value 
and return on investment may vary because of changes in interest rates, 
foreign exchange rates or any other reason. Investors should note that 
each security’s price or value may rise or fall and, accordingly, investors 
may even receive amounts which are less than originally invested. The 
investor is advised to take into consideration all risk factors including 
their own financial condition, suitability to risk return profile and the 
like, and take independent professional and/or tax advice before 
investing. Opinions expressed are our current opinions as of the date 
appearing on this report. Investor should understand that statements 
regarding future prospects may not materialize and are of general 
nature which may not be specifically suitable to any particular investor. 
Past performance may not necessarily be an indicator of future 
performance. Actual results may differ materially from those set forth 
in projections. 

Technical Analysis reports focus on studying the price movement and 
trading turnover charts of securities or its derivatives, as opposed to 
5ocusing on a company’s fundamentals and opinions, as such, may not 
match with reports published on a company’s fundamentals. 

YSL, its research analysts, directors, officers, employees and associates 
accept no liabilities for any loss or damage of any kind arising out of the 
use of this report. This report is not directed or intended for distribution 
to, or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction, where such 
distribution, publication, availability or use would be contrary to law, 
regulation or which would subject YSL and associates to any 
registration or licensing requirement within such jurisdiction. The 
securities described herein may or may not be eligible for sale in all  

jurisdictions or to certain category of investors. Persons in whose 
possession this document may come are required to inform themselves 
of and to observe such restriction. 

YES Securities (India) Limited distributes research and engages in other 
approved or allowable activities with respect to U.S. Institutional 
Investors through SEC 15a-6 rules and regulations under an exclusive 
chaperone arrangement with Brasil Plural Securities LLC. The views and 
sentiments expressed in this research report and any findings thereof 
accurately reflect YES Securities (India) Limited analyst’s truthful views 
about the subject securities and or issuers discussed herein. YES 
Securities (India) Limited is not registered as a broker-dealer under the 
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is 
not a member of the Securities Investor Protection Corporation ("SIPC"). 
Brasil Plural Securities LLC is registered as a broker-dealer under the 
Exchange Act and is a member of SIPC. For questions or additional 
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call 
+1 212 388 5600. 

This Research Report is the product of YES Securities (India) Limited. YES 
Securities (India) Limited is the employer of the research analyst(s) who 
has prepared the research report. YES Securities (India) Limited is the 
employer of the YES Securities (India) Limited Representative who is 
responsible for the report, are responsible for the content of the YES 
Securities (India) Limited Research Report; any material conflicts of 
interest of YES Securities (India) Limited in relation to the issuer(s) or 
securities discussed in the YES Securities (India) Limited Research Report. 
This YES Securities (India) Limited Research Report is distributed in the 
United States through Brasil Plural Securities LLC (BPS). The research 
analyst(s) preparing the research report is/are resident outside the United 
States (U.S.) and is/ are not associated persons of any U.S. regulated 
broker-dealer and therefore the analyst(s) is/are not subject to 
supervision by a U.S. broker-dealer, and is/are not required to satisfy the 
regulatory licensing requirements of FINRA or required to otherwise 
comply with U.S. rules or regulations regarding, among other things, 
communications with a subject company, public appearances and trading 
securities held by a research analyst account. This report is intended for 
distribution by YES Securities (India) Limited only to "Major Institutional 
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and 
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by 
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 
6(a)(2). If the recipient of this report is not a Major Institutional Investor 
as specified above, then it should not act upon this report and return the 
same to the sender. Further, this report may not be copied, duplicated 
and/or transmitted onward to any U.S. person or entity. Transactions in 
securities discussed in this research report should be effected through 
Brasil Plural Securities LLC (BPS) or another U.S. registered broker 
dealer/Entity as informed by YES Securities (India) Limited from time to 
time. 
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DISCLOSURE OF INTEREST 

Name of the Research Analyst  : Manav Gogia 

The analyst hereby certifies that opinion expressed in this research 
report accurately reflect his or her personal opinion about the subject 
securities and no part of his or her compensation was, is or will be 
directly or indirectly related to the specific recommendation and opinion 
expressed in this research report. 

Sr. 
No. Particulars Yes/No 

1 Research Analyst or his/her relative’s or YSL’s 
financial interest in the subject company(ies) Yes 

2 

Research Analyst or his/her relative or YSL’s 
actual/beneficial ownership of 1% or more 
securities of the subject company(ies) at the end 
of the month immediately preceding the date of 
publication of the Research Report 

No 

3 
Research Analyst or his/her relative or YSL has 
any other material conflict of interest at the time 
of publication of the Research Report 

No 

4 Research Analyst has served as an officer, director 
or employee of the subject company(ies) No 

5 YSL has received any compensation from the 
subject company in the past twelve months No 

6 

YSL has received any compensation for 
investment banking or merchant banking or 
brokerage services from the subject company in 
the past twelve months 

No 

7 

YSL has received any compensation for products 
or services other than investment banking or 
merchant banking or brokerage services from the 
subject company in the past twelve months 

No 

8 
YSL has received any compensation or other 
benefits from the subject company or third party 
in connection with the research report 

No 

9 
YSL has managed or co-managed public offering 
of securities for the subject company in the past 
twelve months 

No 

10 
Research Analyst or YSL has been engaged in 
market making activity for the subject 
company(ies) 

No 

Since YSL and its associates are engaged in various businesses in the 
financial services industry, they may have financial interest or may have 
received compensation for investment banking or merchant banking or 
brokerage services or for any other product or services of whatsoever 
nature from the subject company(ies) in the past twelve months or 
associates of YSL may have managed or co-managed public offering of 
securities in the past twelve months of the subject company(ies) whose 
securities are discussed herein. 

Associates of YSL may have actual/beneficial ownership of 1% or more 
and/or other material conflict of interest in the securities discussed 
herein. 

 

 

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL 
REPORTS 

Analysts assign ratings to the stocks according to the expected 
upside/downside relative to the current market price and the estimated 
target price. Depending on the expected returns, the recommendations 
are categorized as mentioned below. The performance horizon is 12 to 
18 months unless specified and the target price is defined as the 
analysts’ valuation for a stock. No benchmark is applicable to the ratings 
mentioned in this report. 

 

BUY: Upside greater than 20% over 12 months 

ADD: Upside between 10% to 20% over 12 months 

NEUTRAL: Upside between 0% to 10% over 12 months 

REDUCE: Downside between 0% to -10% over 12 months 

SELL: Downside greater than -10% over 12 months 

NOT RATED / UNDER REVIEW 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ABOUT YES SECURITIES (INDIA) LIMITED 

YES Securities (India) Limited (‘‘YSL’’) is a wholly owned subsidiary of YES 
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI) 
registered Stock broker holding membership of National Stock Exchange 
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange 
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is 
also a SEBI-registered Category I Merchant Banker, Investment Adviser 
and Research Analyst. YSL is also a Sponsor and Investment Manager of 
Alternate Investment Fund - Category III (YSL Alternates) and AMFI 
registered Mutual Fund Distributor. The Company is also a registered 
Depository Participant with CDSL and NSDL. YSL offers, inter alia, 
trading/investment in equity and other financial products along with 
various value added services. We hereby declare that there are no 
disciplinary actions taken against YSL by SEBI/Stock Exchanges. 
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