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Stability in Chinese

economy to support
demand, and boost
raw materials market

t-r.rli r.iU"';Li:

Mumbai: Shares of domestic ste-
el producers are set to reverse the-
ir recent trnderperformance to the
broader.market as an exPected
pick-up in demand in China is lik-
ely to have a ripple effect on Pri-
cing, imports and margins of ste-
ei-makers, said analysts.
Brokerage Morgan Stanley has

upgraded shares of JSW Steei and
Jindal Steel and Power to 'overwe-
ight' from 'equal-weight', while
Tata Steel is now rated'equal-we-
ightl as comparedto'underweight'
earlier, Nomuralndiahas also ini-
tiated coverage on both JSW Steel
and Jinda1 Steel with a 'buY.r 14-
ting.
This optimism from analysts hel-

ped steel producers buck the ove-

rall weakness in the market, with
shares of JSW Steel, Jindal Steel
and Tata Steel endine flat to 1%
higher, compared to the bench-
mark indices falling over 2 % each.
China, last week, announced me-

asures to prop up demandfor real
estate in the country These inclu-
de lowering existing interest rates
for home loans and easing restric-
tions for buying property China is
the worid's largest consumer of
steel and a slowdown in its real es-
tate sector had led to the country
selling its surplus steel across the
world at discounted rates.
"Potential stahilisation of the

economy, especially the property
market, may support steel de-
mand in China, thereby boosting
not just sentiment but also steel/
steelmaking raw material mar-
kets, we believe," Rahul Gupta of
Morgan Stanley said in a report
onTuesday

As compared to a 4% galn in the
Nifty 50 over a three"monthperiod,
shares of Tata Steel and Steel Aut-
hority of India are in the red, while
Jindal Steel and Power has been
flat. Shares of JSW Steel have gai-
ned more than 9% in tire same Pe-

riod. Whiie imports of steel into
India could remain elevated over
the nextfew months, there are gre-
en shoots visible for the near term,
as local steel prices are similar to
import priees, he said.
Earnings of steel companies are

expected to remain weak in the
September quarter weighed down
by both weaker prices and de-
mand.
"Preliminary data suggests some

weakness in 2QFY25, but it was
more seasonal than structural,"
Jashandeep Singh Chadha of No-

mura India saicl. He exPects the
strong consumption of steel in the
country to continue through 2026-
27(Apr-Mar).

Even through 23 miliion tonne of
capaci8 will be added in the co-
untry between 2023-2?, the indust-
ry is set to remain in a "street spot"
because the addition in capacity
will lag the groWch in demand, he
said.
The next phase of grovrth for In-

dian steelmakers is set to come
from the brownlield routb, which
can boost return ratios, he said.
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