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OVERVIEW B

=  |CRA expects the operating environment of the domestic steel producers to remain challenging in the
next fiscal as the industry navigates through a period of softness in steel prices, elevated input costs, a
temporary deceleration in domestic demand growth close to the Union Elections, and a weak external
environment. Domestic steel prices have corrected by ~8-10% in H2 FY2024 so far.

@ Click to see full report

= Domestic steel consumption growth is expected to slow down to 7-8% in FY2025 (as against 12-13% in
FY2024E), bucking the trend of the previous few years, when, the industry experienced the fastest

In the six-month period between June
period of growth post the global financial crisis.

and November of 2023, as the
Government accelerated infrastructure
spending ahead of the Union Elections,
domestic steel demand grew at a brisk
pace of around 16% over the same
period of last fiscal. However, the
prints for December 2023 and January
2024 reveals a marked slowdown in
consumption growth to just 6.5%. This
hints at a possibility of demand
remaining soft over the next two
quarters as the Government spending
slows down around the election

= On the external environment, steelmakers remain on tenterhooks, with multiple structural headwinds
in the Chinese economy leading to the country’s steel exports reaching a seven-year high of 90.3 million
tonne (mt) in CY2023 (65.3 mt in CY2022). Steel exports from China to India have therefore sharply
increased by 79.8% in 10M FY2024, exerting pressure on domestic prices.

=  With imports remaining elevated and export prospects also remaining soft, India is poised to become a
net finished steel importer in the current fiscal after a gap of five years. Unless the external
environment meaningfully improves from hereon, India could remain a net steel importer in the next
fiscal as well.

= In the base case scenario, domestic steel prices are expected to average lower by 3-4% in FY2025 over
FY2024. This leads ICRA to believe that the industry’s* operating profits could further trend down
sequentially by 110-115 basis points in FY2025.

= The industry’s* leverage (total debt to operating profits) has been steadily increasing from the historic
low watermark of 1.1 times in FY2022 to 2.0-2.5 times in FY2023/FY2024E. With earning expected to
remain under pressure in FY2025, and capex plans in full swing, the industry’s* leverage is likely to
increase further to 2.5-3.0 times in FY2025.

season.

*Industry: Calculated for a set of 20 listed domestic steel companies for their standalone operations in India which account for ~55% of the domestic installed capacity

www.icra.in



https://www.icra.in/Home/ViewFullReport?ReportType=Research&AuthKey=add74f6f-9d40-4bd5-bc7a-39b963d4c216

What’s Inside?

2 Steel demand recovery in key

1 U3 [ ELERD I E: global steel producing hubs

3 Steel trade flows

Short-range outlook for Indian
steel mills

www.icra.in




What’s Inside? @ ICRA

Performance of ICRA's rated Companv section Measuring up on carbon
portfolio in the steel sector pany footprint

Lo |

Lo 4
www.icra.in
GGG ]



ICRA Analytical Contact Details

Name Designation Email Contact Number
Jayanta Roy Senior Vice-President jayanta@icraindia.com 033 -7150 1120
Priyesh Ruparelia Vice-President priyesh.ruparelia@icraindia.com 022 - 6169 3328
Ritabrata Ghosh Vice-President ritabrata.ghosh@icraindia.com 033 - 7150 1107
Deepayan Ghosh Senior Analyst deepayan.ghosh@icraindia.com 033 -7150 1220
Arpit Arora Senior Analyst arpit.arora@icraindia.com 0124- 4545388

@ O © © 0



ICRA Business Development/Media Contact Details

Name Designation Email Contact Number
L Shivakumar Chief Business Officer shivakumar@icraindia.com 022-61693304
Neha Agarwal Head — Research Sales neha.agarwal@icraindia.com 022-61693338
Rohit Gupta Head Business Development - Infrastructure Sector rohitg@icraindia.com 0124-4545340
Vivek Bhalla Head Business Development - Financial Sector vivek.bhalla@icraindia.com 022-61693372
Vipin Saboo Head Business Development — Corporate Sector - West & East vipin.saboo@icraindia.com 022-61693348
Shivam Bhatia Head Business Development — Corporate Sector - North & South shivam.bhatia@icraindia.com 0124-4545803
Naznin Prodhani Head — Media & Communications communications@icraindia.com 0124-4545860

@ O © © 0


mailto:shivakumar@icraindia.com
mailto:neha.agarwal@icraindia.com
mailto:rohitg@icraindia.com
mailto:vivek.bhalla@icraindia.com
mailto:vipin.saboo@icraindia.com
mailto:shivam.bhatia@icraindia.com
mailto:communications@icraindia.com

ICRA

© Copyright, 2024 ICRA Limited. All Rights Reserved.

All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has
been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular,
makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of
its group companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be
inconsistent with the data, analyses and/or opinions in this publication. All information contained herein must be construed solely as statements of
opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.




& o

Thank You!

I




	Slide 1
	Slide 2: OVERVIEW
	Slide 3: What’s Inside?
	Slide 4: What’s Inside?
	Slide 5: Analytical Contact Details
	Slide 6: Business Development/Media Contact Details
	Slide 7
	Slide 8

