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BRIEF ABOUT
STEEL AUTHORITY OF INDIA LIMITED

Introduction :-Steel Authority of India Limited (SAIL) is Maharatna CPSE under
the administrative control of Ministry of Steel. It was incorporated in 1973 for
manufacturing and marketing of steel and related products. SAIL and its precursor
Hindustan Steel Limited have completed 60 years of production operations.

SAIL is a leading steel making company in India. From 1973 to 1978, several steel
and alloy manufacturing companies and iron ore mines were merged into and
combined with SAIL’s operations. At present SAIL has five Integrated Steel Plants,
three Alloy and Special Steels Plants, one Ferro Alloys Plant, Refractory
manufacturing unit and also is the holding Company for SAIL Refractory Company
Limited (SRCL).

Business Areas of SAIL:- SAIL is a fully integrated iron and steel producer engaged
in manufacturing, developing and marketing of iron and steel products of all major
qualities and grades. It produces wide range of both basic and specialty stecls for
engineering, construction, power, railways, automotive and defence sector for
domestic as well as international market. SAIL makes products such as flats (hot and
cold rolled coils and sheets, plates, galvanized sheets, pipes, etc.) and longs (rails,
structural, bars and rods, etc.) at five Integrated Steel Plants located at Bhilai,
Durgapur, Rourkela, Bokaro and Burnpur and three Special Steel Plants located at
Salem, Durgapur and Bhadravati. SAIL markets and sells most of its products
through its Central Marketing Organisation (CMO) and through International Trade
Division to other countries. Raw Materials Division manages operations of key
captive mines and quarries of SAIL. The captive mines of iron ore and flux meet
entire iron ore requirement and substantial part of the flux requirement of SAIL.
About 70% of the power requirement of SAIL is met from Captive Power Plants
owned by SAIL and Joint Venture Companies.

Business Environment :- Ever since decontrol of prices of steel in 1992, SAIL is
operating in a fully competitive market wherein the prices of steel and important raw
materials are decided by demand and supply in Global Market.

With liberalised imports, prices of steel in domestic market are governed by prices
prevailing in global markets. Benchmark Price of Steel (Hot Rolled Coils 2.0 mm
thick FOB Chinese Ports) varied from 528 USD/tonne in April, 2019 to 408
USD/tonne in November, 2019.Thereby driving the prices downward in the
domestic market also.

On the inputs front also, prices of main inputs like coking coal and iron ore are
subject to sharp variations. SAIL, with 100% requirement of iron ore being met from
captive mines is fairly insulated from the fluctuations in prices of iron ore but
fluctuations of prices of coking coal affect the competitiveness of steel producers
using blast furnace route for production of steel.

World Steel output, as reported by World Steel Association increased by 3.4% to
reach 1869.9 Million Tonnes during the year 2019. Crude steel production contracted
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in all regions in 2019 cxcept in Asia and the Middle Last. Asia produced 1.341.6 Mt
of crude steel in 2019, an increase of 5.7% compared to 2018. China’s crude steel
production in 2019 reached 996.3 Mt. up by 8.3% on 2018. China’s share of global
crude steel production increased from 50.9% in 2018 to 53.3% in 2019.Capacity
utilisation of World Steel Industry remains low at around 73% indicating excess
capacity. Excess capacity and the trade restrictions by several countries resulted in
downward pressure on the prices and as stated above the Prices of Steel in Global
market moved down from 635 USD/Tonne in October, 2018 to below 408
USD/Tonne in November, 2019.

In December, 2019 WSA had forecasted that the global demand of Steel and will
grow by another 1.7% reaching 1,805.7 Mt. Chinese steel demand was expected to
grow by 1.0%, whereas steel demand in the rest of the world was expected to grow
by 2.5%, driven by 4.1% growth in the emerging and developing economies
excluding China.

Business outlook After COVID 19 Outbreak:- However the above mentioned
forecasts by WSA have been revised after outbreak of COVID 19 and subsequent
lockdowns by almost all major economies of world. As per the latest short range
outlook released by World Steel Association world steel demand is likely to shrink
by 6.4% in the year 2020. WSA estimates that world steel demand will come down
in all geographical regions except China where the demand will be higher by 1% as
per new estimates. WSA has estimated that demand of steel will come down by 20%
in North America (USA and NAFTA countries), 15.8% in European Union 10% in
CIS countries 17% in South America, 9% in Africa and 15% in middle east. World
steel demand is expected to show a bounce back by 3.8% in the year 2021.

Since India has implemented one of the most stringent nationwide lockdown
measures in the world, bringing industrial operations to a standstill. Construction
activity was halted entirely at the end of March, and recovery is expected to remain
slow due to the slow return of labour. Supply chain disruption coupled with slower
demand recovery will hit the automotive sector hard. The machinery sector is
expected to see a continued decline, with weak private investment and supply chain
disruption.

India’s GDP has contracted by 23.9% in April — June, 2020 as compared to CPLY
and output of all core sector industries (except Fertiliser) recorded negative growth
in April — July 2020. Overall Index has come down by 20.5%.

Supported by government stimulus, recovery in construction will be led by
infrastructure investment such as railways. The government’s support to rural
income, as well as expected consumption related to the upcoming festive season, will
help a substantial recovery of demand for consumption-driven manufacturing goods
in the second half. As a result, India is likely to face an 18.0% decline in steel
demand in 2020, which will rebound by 15.0% in 2021.

Domestic production of steel in India has shown an increase of about 3% during
April-September, 2019, however since imports of steel have reduced by
approximately 6.5% during the same period, the overall demand of steel in India has
shown signs to contraction during first half of 2019-20. Prices of Steel in India
continued to be low. Domestic prices of HR Coil in India are presently at a discount
of about 6% compared to International Market. Surge in imports from zero duty FTA
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countries is main reason for extremely poor prices of steel in India. These imports
have increased by about 65% during April - August, 2019.

As on date, SAIL has five subsidiary Companics. Out of this three are under the
process of closure and only one is operational. Inter-Ministerial Committee (IMC)
had recommended exempting these subsidiaries from signing of the MoU for 2019-
20 and included target related to profits of subsidiaries in the MoU of SAIL. Similar
exemption is requested for 2020-21 also.

The score and MOU rating of SAIL for last five years is as follows:-

Year Score Rating
2013-14 1.483 Excellent
2014-15 1.562 Very Good
2015-16 79.6* Very Good
2016-17 71.03* Very Good
2017-18 : 79.42* Very Good
2018-19 | 91.42* Excellent

* Scoring pattern was different.
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