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HIGHLY LEVERAGED companies such as Tata Steel and SAIL face the danger of losses
while JSW is placed better. This can spell trouble for their lenders, say analysts

Unexpected Fall in Global Prices
to Hurt Indian Steel Cos in Q2

Jwalit.Vyas@timesgroup.com

ETIntelligence Group: Tata Steel,
Asia’s oldest maker of the infrast-

Dented by Debt

Net Debt

3 out 4top

steel players,
§ Inciuding

Tata Steel,

result in EBITDA fall of €550 crore
from the preceding June quarter.
In the June quarter, its EBITDA
'Wwas ¥3,700 crore. Its interest and
depreciation together were 2,100

Day Tl'ad n GUlde Kotak Securities

on Thursday, the market closed at the
lower levels of last three trading sesslons,
~ however, technically we feel that It's a
breather that the market has taken after
hitting the level of 11,140. On Immediate
basls, 10,910/10,880 would be support
zone. The strategy should be to create
long posltions between 10,910/10,900.
Keep fInal stop loss at 10,880 for the

same. On the higher side, 10,990 and 11,030 would be hurdles
Below 10,880, NIfty could fall to 10,830 and 10,750.

SHRIKANT CHOUHAN
Senior VP- Technical Research

ructure alloy, faces the danger of (Inzcr) Jindal Steel crore. JSW Steel's net debt is
Mmoo AUG29.2019  qlipping into the red in the Septem- [ Tata steal B oA ®47,000 crore, oL Uy
= |cICidirect has Initlated cov- ber quarterafier ninestraight quar- AL ¥ could turn Similarly, SAIL, whichsold 3.5mil- Stock has given triangle breakout on daily TARGET
erageon Mahindra Logistles tersof profit, analystssaid. 4 lion tonnes in the previous Septem- chart supported by volumes

715

witha targetprice ofz415.The
brokerage has Initiated cov-
erageconsideringtherising
Importance of services like
Inbound, outboundand In-

That means three out of India’s fo-
ur largest steel producers could he-
ad into a loss in the quarter the
others being SAIL and Jindal Steel
and Power. JSW Steel, too, could see
a sharp dip in earnings but will be

Jindal Steel &
Power

JSW Steel

loss making

-

ber quarter, would see a drop in
EBITDA of ®525 crore. It logged
EBITDA of ¥1,590 crore in the June
quarter, and its interest and depre-
ciation for the quarter were 1,660
crore. Other Income of ¥220 crore

LASTCLOSE» 2697.15 STOP LOSS» 2689

Reversed from Fibonacci retracement level and

BUY

TARGET

factory logisticsalong with profitable, given its lower costs and and no tax due to past losses resul- strong suppart zone

prospectsof performing interest outgo. Average global steel prices are meansitsEBITDAfromthetwobu- ted inawio0-crore profit in the June 415

further valueaddedservices. Total net debt of these top four ste- down €30since June, which transla- sinessestogether couldbelowerby —quarter, butthatwouldnotbe the ca- LASTCLOSE» 404.40 STOP LOSS» 2399

Increased revenue share from el companies alone is ¥2.4 lakh cro- tes into v2,370 per tonne. Tata Steel 1,900 crore. After deducting this se in the current quarter. SAIL has

the non-Mahindra business re, and losses for them could mean sold 2.3 million tonnes in Europe in - number from the June quarter's netdebtof v47,000crore. JSWSTEEL

{especlally FMCG, e-commerce)  more trouble for lenders. theprevious September quarter. As- EBITDA of ®5,515 crore, EBIDTA  Jindal Steel and Power posted aloss BUY

would enable higher ware- An unexpected fall in steel prices sumingsimilar volumesfor the cur- for the September quarter can be of €87 croreinJuneagainstanetpro- Positive RSI divergence on daily chart along

nousing revenues, providing could dent the heavily leveraged rent September quarter, its opera- estimated at ®3,615 crore. By cont-  fit of ®110 crore last year. Jindal Steel with reversal candle stick formation TARGET

ni 'I nd steel players, analysts warn. Tata ting profit before tax (EBITDA) wo- rast, its interest and depreciation hadnetdebtof £38,000 crore. r223
gher gross marginsa Steel's debt exceeds ¥1 lakh crore, uldfallbyes50crore. costsare aboutz3,900 crore. Stocks of Tata Steel, SAIL, Jindal LASTCLOSE» 2211.95 STOPLOSS» 207

Translating Into higher profit- and the move to offload debt In its  In the Indian business, analysts JSW Steelsold3.66milliontonnes Steel & Power and JSW Steel are

abllity. Tne stock ended up European business has been shel- expect EBITDA tofallby z1,350 cro- last September. Prices are downby down 35%, 44%, 42% and 29%, re- SAHAJ AGRAWAL

0.5%atz339.950nThursday. ved after talks with Thyssenkrupp re in the September quarter based 1,500 per tonne from the June qu-  spectively. The downtrend is likely F&O SIralegy [ vty

® Prabhudas Lilladher has were called off. on management guidance. This arter's average prices. This would tocontinue.
malntained hold rating on BUY NSEFUT SEPT BAJFINANCE atz3310; SL-73,190; TGT: ¥3,450,73,490
cummins Indla witha target Throwback post Descending Triangle Breakout

price 0fz619. The company
re-emphasised on Its earller
guidance of singledigltdo-
mestic growthand weak
exports InFY20, sald Prab-
hudas Lilladher. The company
IsTully geared up for launching
New CPCB IV+ products which
areexpected tobe launched In
Indla by 2020-21, the broker-
agesald. Thnebrokerage ex-
pects cummins todeliver
earnings CAGRof 4% over
FY19-21. The stock ended up

SEVERAL FACTORS will continue to keep the stock in check, most
of which are subject to market dynamics and execution risks

Sebi Clean Chit is One Issue Less
for Sun Pharma to Worry About

Kiran.Somvanshi
@timesgroup.com

Sun Pharma: Price

Trend

Rollover No.s

Indicate Weak
Sentiment will
Persistin Sept
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The government's measures to
aid recovery in banks and auto
sectors, and even the announce-
ment that more measures will be

OPTIONS:

the upper supply zone is at around

Strangle is apt in this sitvation.

Nifty SHORT STRANGLE: SELL SEPT 11,200CE at 100 AND SELL
10,700PE at #85; Premium Inflow: ¥185; SL: ¥230; TGT:7110/90
Amidst volatility, for past few weeks Nifty is moving in a range
bound structure without much directional strength. On the lower
side, Nifty has a support area at around 10,850-10,800 while

11,140-11,190. The market

internals are suggesting that unless we see a range breakout,
Nifty is likely to trade within the above-mentioned range. A Short

ANIN

DYA BANERJEE

DVE Currency & Interest Rate Derivatives

USD/INR: BUY BETWEEN 271.45/60; TP 72.40/50; SL%71.30

OKATSTOTONTINN. g1 mteigence Group: Sun Phar w0 R - T e market o Alleviato ConCarns of
. - KOTAK COMMODITIES
- Jel:'erhssfgfé "'é[:":{edﬁ%h ma shot up 10% in initial trade on 625 ﬁ-'. 18500 an economicslowdown. cm."nudlty Calls

ratingon eBank o Thursday following news that Sebi GDP data due on Friday will be
withatargetpriceofe370.In hascleared thecompany of afraud 17000 keenly watched. India's economy | COMMODITY DXCHANGE _ STRATEGY
littlemore thana montn, SBI'S alleged by a whistle blower. The 475 15500 may have expanded by not more
shares has corrected by 20% stock shedsomeof thegainslaterto  4g9 14000 than 6% in the firstquarter of this Gold (Oct) | MEX ‘ sell atz39,300/39,350; TP
plus, sald Jefferles At1times close5.3% higher. 1 - financial year — slower than Chi- £38,900/38 850; SL239,450
consolidated P/Band 0.74 Does this mean investors in Sun na’s 6.2% in the same period — an
times core-bank P/B, valua- Pharma can restassured andexpect 250 11000 ETsurveyshowed. Crude Oll (Sep) | MCX ‘ Buy al73,950/3,980; TP
1o below hist ' cal arally inthe stock? Well, not really. Aug 29, 2018 Aug 29, 2019 FPI flows of v4,100/4,120; SLz3920

NRars r%““’ S0 5 Sebi’s investigation into the whistle 216,500 crore In Au- /
W erpE At AlTACive, 53 blowercomplaintmay haveabsolved HIGH VALUATION to cover its costs. It is slated to gust show that in- Copper (Sen) | MeX ‘ Buy atz444/443, TP 7450/451;
Jerferles. Whilethe macro the company, but its woes are not Ii- N \ ., spend more on marketing its speci- vestor confldence SLz440
looks Talrly weak, Jefferles mited to the result of this investiga-  SUN iS tradi ng at33times alty drues and invest in research remains fragile de- sall r ‘
eXpects SBItogrow ltsmarket  tion. Theverdictmeans that the com- and development of those drugs. spite the anmounce- Ref Soy Oll (Sep) | NCDEX ‘ ale756/757, TP¥748/746;

sharebut perhapsat lower

pany has one issue less to worry abo-
ut. However, it does not become a

itstrailing 1-year earn-

Its performance in China is yet
another strategic decision that re-

ment of government measures on
Friday. Nifty is trading below 50,

SL¥762

NIM and fee, but may see some i i

uptick In Its credit cg,s[& The trigger to spark arally in the stock. | ngs, Whlle ET Pharma mains to play out. 100 and 20041ay moving averages,

stockended down 3.6% at It took Sebi around eight months ’ High valuation is another reason The weakening rupee has also -

22746500 rhursda-y to investigate the whistle blower |ndex ) P/ E Standsat 24 that can limit the upside for the hurt investor sentiment. zerOdh a GI ItCh Ha mpe rs
- . complaint, during which the stock stock. The stock is trading at 33 ti- “Less rollover was seen and

® Citlhas Inltlated coverageon
PolycabIndla with atarget
priceofz736. Polycablsnot

depreciatednearly 30%.
Even if thecomplaint has been fo-
und to be without merit, the dama-

There are several factors that are
going to keep the stock in check,
most of which are subject to mar-

mes its trailing four quarters ear-
nings. This is higher than the price
to earnings multiple of 24 of ET

shorts were intact. We expectup-
side to be capped at 11,200-11,250
inthe Septemberseriesonanim-

Trading on Expiry Day

onlythe largest manufacturer ge brought on by the complainton ketdynamicsandexecutionrisks. Pharmalndex. mediate basis,” said Chandan

ofGablesandwiresinindlapyt  the valuations has been much mo-  The successful ramp up of the Datafrom Bloombergshowsnear- Taparia, derivative analyst at ru-based firm admitted the tech-

has also emerged as a SUCCess- re than the gains recovered. company’s specialty business in 1ly half of the 43 analysts tracking Motilal Oswal. Pavan.Burugula nical glitch, sayingthatit wason
& Thanks to the concerns raised in the US is likely to be a Key perfor- thecompany’s stock have a buy re- Amit Gupta, head of derivatives @timesgroup.com accountof alargeorderthatwas

fulentrantintothe FMEG
space, sald Citl. Duetoa
healthy BS, Internal cash
generatlon, distribution, brand
and execution, Polycab lswell
placed to capltalise onthe
Erowth opportunities Inca-
bles, wires and FMEG Industrl-
&s, It sald. The stock ended up
3.9%atz593.65 0nThursday.

m KotaK Institutional Equitles
has malntalned buy ratingon

the complaint and value erosion
that followed, the company took
measures to improve its governan-
ce andrelated party transactions.

mance indicator.

Thecompany 1sininvestmentsta-
ge in its specialty business and do-
esnotgenerate sufficientrevenues

commendation on it. Thisisimpro-
vement from a year ago when 40%
of the 41 analysts had a buy recom-
mendationon Sun Pharma.

at ICICI Direct, said if Nifty and
Bank Nifty sustain above 10,200
and 27.000, respectively, both in-
dices may see shortcovering.

SIS Posts Strong Revenues on Rising Demand

Higher client retention and expanding revenue base have helped security firm sustain growth

Mumbai: Severalclients of dis-
count brokerage Zerodha were
unable to execute their trades
for large part of Thursday, as
the broker’s website faced tech-
nical glitch.

According to some of the bro-
keragefirm’sclients, the traders
were unable to place orders and
also faced additional margin
blocks. The development assu-
mes significance since Thurs-

placed in a penny stock which
overburdened its system.

“It is normal for a large single

order to get executed in multiple
trades at the exchanges, usually
uptoseveral hundred trades. But
today,asingleorder for10lakhqu-
antity placed at around 9.40 AM
ona subel stock (penny stock) on
BSE got executed in almost 1+
lakh individual trades. This is
unprecedented and caused an
overload,” the statement said.

Jubliant FoodWorks witha penses. This seems to be the case in (DSO) for the company’s security day was the expiry for the Au- Zerodha's order management
falrvalue ofz1 360.Recent Ashutosh.Shyam India, too. Some of the company's securing Growth business rose to 65 days in the June gust series contracts in the futu-  system isdesigned by Refinitiv.

. b‘ d @timesgroup.com clients have increased security bud- quarter compared with the 60 days res and options market. The firm has now limited the
Impr(]\.reglenitl nraé eendriven getsdue torising perception of risk. Revenue and EBITDA Trend usually. Consequently, the gross They were unable to square-off maximum quantity of trades al-
asmuch by a fundamental ET Intelligence Group: Amid re- For instance, auto companies  mgroup Group EBITDAes  debtof the company rosetoz6olcro- | theirpositionsintimeleadingto lowed per order to20,000until the
posltive sniftindellvery venue moderation across sectors, which have reported layoffs and hig- TeVenues (z crj (z Cr) (RHS) re in the quarter from z417 crore in notjustfinanciallossesbutwere issue Is completely taken care of.
Mmarketdynamics asIthas some companies are able to defy her inventories at factories and dea- the previous quarter. forced to take physical delivery “If aclient hastoenter orexitlar-
been by company-specific the trend. ler depots have increased security The company has 312 branches in of shareson some trades. gor quantities, it would have to be
Course correction measures, Securities and Intelligence Servi- headcounts. According to the compa- India for security business Its mar- Clients of Zerodha alsofacedis- done in multiple orders of 20,000
sald Kotak Institutional. The ces (India), a provider of security ny’s FY19 annual report, domestic ket share has increased by over 150 sues while rolling over their exis-  guantities. We will soon launch
brokeragesald Jubllantisa solutions to corporates inIndiaand businesscontributed 40% to the total basis points to 5% in the past two ye- ting positions. “Due to margin basket orders on to ensure it is
structural play on the orga- overseas, hasreported6.2% average revenue and 42% to the total opera- ars. In FY19, 1ts domestic security bu- blocks, when we tried to unwind not inconvenient to create multi-

growth in the nine quarters to June ting profit. The auto sector accoun- siness revenue grew by 26% to 2,712 our existing position, the system

nised QSR opportunity. It

2019. A higher client retention rate

ted for nearly 7% of India business.

crore. According to Bloomberg con-

‘was considering it as a fresh or-

ple orders of 20,000 for a particu-
1ar stock,” Zerodha said.

expects SsGirendsto t,’e fairty of 95% and expandingrevenuebase  The company’s monthly revenue 0! 10 # sensus estimate, revenue growth is der and we were being asked for ~ While the firm claims that the Ii-
volatlleand the street's reac- fromexisting customers has helped run-rate rose toe670 crore in the Ju- IR0 01 01H2 492 Qa1 expected to be 2L6% for FY20. At marginsagainfor theorder,"said miton maximum quantity of tra-
tlon toguarterly S5Gprints to the company tosustain growth. ne 2019 quarter compared with v414 FY18 FY19 FY20 Thursday's closing price of €753.6, aMumbai-based trader whouses  des would impactonly 0.02% of its
staywlld. The stock ended up Globally, periods of lower produe- crorein the comparable quartertwo thestock traded ar17.3 times one year the services of Zerodha. clients, traders say any move to
1.5%atz1,202.100n Thursday. tion and layoffs by corporatesresult years ago. On the flip side, higher downhaselongatedworkingcapital expected earnings, cheaper than Qu- In an official statement on introduce resirictions could crea-

in higher allocation for security ex-

customer retention amidst slow-

cycle. The days sales outstanding

ess Corp's18.6 and TeamLease's 34.

Thursday evening, the Bengalu-

tefurther panic among clients.
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