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Mumbai, Saturday, January 5, 2008

Shipping rates may sail smooth

Bolivian ball
Jindal Steel and Power Ltd (JSPL) has an- outperformed the Sensex thanks to strong
nounced that the Bolivian government has steel prices riding on robust demand. For
approved its proposal to set up a 1.7 million JSPL, besides firm steel prices, the positive
tonne per annum (mtpa) steel plant and de- triggers include strong iron ore prices, the
velop the EI-Mutun iron ore mine in that 1,000 MW thermal power plant being set up
by its 100% subsidiary, Jindal Power, at a
country.
This is a positive development for JSPL, cost of Rs 4,500 crore, and development of
whose stock rose 2.1% following the an- mines in Bolivia. JSPL also plans to set up
nouncement on Thursday - a day the broad- two 6-mtpa steel plants with a total investment of Rs 28,500 crore.
er Sensex was down 0.6%.
The JSPL stock has apJSPL, a fully integrated
preciated by a whopping
sponge-iron and long-steel
Jindal Steel & Power
649% in the last one year. At
producer, had announced its
Relative showing
Base Sep 3, 2007 = 100
Rs 16,475.40, it trades at 27.3
intentions on this develop500
times and 24 times its estiment in an announcement in
Jindal Steel & Power
Sensex
mated earnings for 2009 and
July 2007. EI-Mutun is sup400
2010, respectively. Most of
posed to be the world’s
300
biggest iron ore mine with
the expansions seem to have
been factored in already.
reserves worth 40 billion
200
The company has decided
tonnes, half of which has
to split its stock of face value
been allotted to JSPL.
100
Rs 5 into 5 shares of Re 1
The deal calls for an ineach with January 28, 2008
vestment of $2.1 billion (Rs
0
as the record date. This im8,253 crore) by the company
Sep 3, 07
Jan 4, 08
proves liquidity in the stock
over eight years to build an
integrated steel plant along with pellet plant and helps small investors consider it.
Going forward, a drop in steel prices and
of 10 mtpa capacity, a 450 MW power plant
and sponge iron plant of 6 mtpa capacity. delay in the Bolivian expansion remain key
The investment will be financed through a risks.
However, analysts maintain that steel
combination of debt (60%) and equity (40%).
JSPL’s own captive resources (iron ore, prices would be firm in the next 9-12 months.
power and coal) help the company deal with Besides, increased thrust on construction
fluctuations in input costs effectively. Iron and infrastructure activities has boosted the
ore, power and coal form key raw materials demand for steel at home. This augurs well
for JSPL. Long-term investors can stay in
for manufacturing steel.
In the past one year, stocks of major steel the stock while people who wish to enter at
companies like Tata Steel and SAIL have these levels should wait for a decline.

Colourful deal?
Paints and specialty chemicals major ICI In- (APPG) during 2006-07. As per the terms of
dia has announced that Dutch paints major the agreement with APPG, the acquisition
Akzo Nobel NV has acquired the entire eq- gives rise to a payment to APPG of Rs 1.10
uity capital of its parent, Imperial Chemical crore per month from the date of change of
industries Plc (ICI). This means Akzo has ac- control up to July 2009. Conclusion of the
quired ICI India, too.
Akzo deal brings on the added obligation of
The acquisition follows a formal offer this payout. Analysts maintain that the admade by Akzo in August 2007.
vanced refinish business is a high-margin
Akzo already has a presence in India play and the sale does not augur well for ICI.
through its wholly owned subsidiary, mainIn line with the trend among paints manly in industrial coatings. The acquisition of ufacturers, ICI India is in the process of exICI India would give it a
panding capacity by around
foothold in decorative coat15,000 kilo litres and is setICI India
ings.
ting up retail outlets to comRelative showing
Given all this, what does
plement its existing netBase Sep 3, 2007 = 100
140
this development mean for
work, meaning there are inICI India
the shareholders of ICI Investments lined up.
Sensex
130
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Since August 10, 2007, ICI
Usually, Sebi regulations
India has been in the process
120
require a company to make
of buying back shares from
an open of 20% to the shareshareholders to push up the
110
holders of the target compaholding of its parent, ICI, in
100
ny if it wishes to acquire
it. The company has set
more than 15% in it (ICI Inaside around Rs 211 crore for
90
dia here). But, according to
the buyback at Rs 575 per
Sep 3, 07
Jan 4, 08
analysts, Sebi has informed
share (revised from Rs 350
Akzo that it’s not mandatory
per share earlier) aiming to
for them to make the open offer, as this is an buy back shares amounting to around 9%.
indirect acquisition.
As on January 2, ICI Plc held 53.88% of the
All the same, should Akzo decide to opt equity capital of ICI India Ltd, up from
for an open offer, investors of ICI need to 50.83% before the buyback commenced.
check the premium at which Akzo wants to
The ICI India stock has run up by 25% in
buy and accordingly tender their shares.
the past one year. At Rs 539.65, it trades at
Among the broader implications of the 19.3 times its estimated earnings for 2009.
deal, ICI India will have to hive off around Valuations at these levels are on the higher
80% of its National Starch & Chemicals side. Thus, while investors who have held
business to Henkel India. This is because the stock for some time now can continue to
the global deal requires Akzo to hive off hold on to it, there is little upside for new inICI’s electronics, chemicals and adhesives vestors from these levels.
businesses to Henkel for ~£2.7 billion once it
acquires the company.
Pallavi Pengonda (p_pallavi@dnainICI India had sold its paints advanced redia.net) & Subrat Mohapatra
finish business to Asian PPG Industries Ltd
(m_subrat@dnaindia.net)

Baltic Dry Index
likely to correct
further, but going
will still be strong

“All progress depends on the unreasonable man,” George Bernard Shaw had observed, referring to those who continually strive to change the world to make it fit
some inner vision or ambition. The reasonable men, on the other hand, are reconciled to the change and over time, adapt
themselves to it. In other words, they alter themselves to fit into the world.
This broad paradigm holds true even
today. At a macro level, one can be excused for viewing the unreasonable man
as the entrepreneur and the reasonable a book review), a reasonable takeaway
one as the employee. The entrepreneur would be that we need to alter traditional
being the engine of growth, without mindsets to keep pace with change. This
whom the organisation would have strug- could easily be a word of advice to senior
gled to exist, has traditionally been management professionals.
The question to ask is, are we equipped
viewed as ‘the hero’, while the employees
are at best relegated to ‘supporting acts’ to handle management challenges in this
in the credit rolls. Is that viewpoint unreasonable age? Do we have the requichanging now? Or is it only getting more site tools and know-how at our disposal to
manage our workplaces competently?
effectively entrenched in our psyche?
Take a look around you today. Every doI came across an interesting book by
Charles Handy on this topic and it had main/ sphere/ institution/ organisation
is a hotbed of activity right
very interesting insights on
now. The new economy has
this phenomenon. The view
ushered in unimaginable
proffered was that “in
wealth, opportunity and
Shaw’s time, change ocquite unexpectedly, this
curred continuously and relsurge has rubbed off on the
atively slowly (by today’s
old as well. The global marstandards). It was, perhaps,
ketplace has shrunk, so
a ‘reasonable’ age. However,
much so that it takes a few
today we were entering an
seconds over the internet to
Age of Unreason — an era of
finalise a trans-continental
rapid and highly discontinShiv Agrawal
deal, something that would
uous change - the author
have taken a few months just 20 years ago.
wrote.
In such a world, of unreasonable, dis- The internet has energised commerce
continuous change, all the established and synergised human effort. No longer
rules are vulnerable. We need to respond does one have to wait for anything - inforwith discontinuous, upside-down think- mation bottlenecks have been eliminated
ing. We need new kinds of organisations, (though newer ones have emerged). Technew approaches to work, new types of nology and innovation are the buzzwords
schools, and new ideas about being in the today, replacing pure industrial dominance as the business strategies for orworld.
Without delving into the essence of ganisations to aspire for.
It is all about wealth creation today. Huthis wonderful book (after all, this is not
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Commodity shipping and
tanker rates, which touched
record highs last year, are expected to remain firm this
year as well.
On the dry bulk side, which
includes shipping coal, iron
ore, cement and grains, London-based Baltic Exchange’s
Baltic Dry Index (BDI), an indicator of commodity shipping rates, is at an all-time
high and analysts remain
bullish on the index for this
year, too.
Ole Slorer and Darren
Gacicia, analysts with Morgan Stanley Research, in their
December 2007 report said the
extraordinary conditions of
2007 were not expected to be
repeated, but the next two
years would still be solid by
historical standards.
Imports by developing
countries like China and India are expected to be the
biggest driver for dry bulk

2000

In talks with auto
majors to partner in
hybrid car project
Rabin Ghosh. Mumbai
Tata AutoComp GY Batteries
(TGY), the equal partnership
joint venture between Tata
AutoComp Systems (TACO)
and Japan’s GS Yuasa International, is expanding its
product portfolio to include
batteries for commercial vehicles, tractors, and inverters.
“We launched with car and
utility vehicle batteries in
February 2007. In June, we began supplying two-wheeler
batteries by importing them
from our affiliate’s (GH
Yuasa) Thailand plant. We
launched tractor batteries in
December and this month we
will launch inverter batteries.
In February we will launch
our commercial vehicle (CV)
batteries,” TGY chief executive Yogesh Dhawan said.

Jan 3, 07

rates. India’s coal requirements are set to increase with
the ultra mega power plants
planned. On the other hand,
China’s growing steel industry now has to look beyond India for its iron ore imports
and South America is the only
next option.
“The key for freight rates is
not only the quantum of cargo but also from where it is
coming and the distance it is
travelling,” reasoned Anjali
Kumar, company spokesperson, Great Eastern Shipping.
Meanwhile, BDI, which
breached the 11,000 mark in
December 2007, fell 1.51% to
8,756 on January 3, 2008 — the
lowest in over three months.
Experts look at it as a correction, attributed partly to

lower iron ore imports by Chinese steelmakers. They maintain, however, that the indices
cannot fall beyond a point
(~8,000-9,000) and will eventually rule at a healthy level.
However, an Essar Shipping
spokesman said the US subprime crisis could queer the
pitch. “The dry indices would
largely depend on how the US
resolves the subprime crisis,
as it affects the commodity demands from countries like
China, eventually influencing
the freight rates,” he said.
In the tanker segment, after
an interesting journey with
highs and sudden lows last
year, very large crude carrier
(VLCC) rates reached a record
high of $219,000 per day in December 2007 as compared with

The company is also in
talks with some domestic and
international auto majors to
partner in its hybrid vehicle
and electric vehicle plans, said
Dhawan.
TACO is the auto components arms of Tata Motors.
Under Indian GAAP, it is a
Tata Motors associate company (ownership under 51%),
while under US GAAP, it is a
subsidiary company. TACO
has 16 joint ventures to manufacture various auto components and TGY is its first attempt to address the aftermarket segment.
With the expansion into the
entire four-wheeler (4W)
space, the company has more
than doubled its addressable
market. Passenger cars and
utility vehicles are responsible for about 47% of the 4W
battery demand, while CV
(31%) and tractors (22%) account for the rest.
The total 4W battery market in India, including original equipment manufacturers

Bhel
Share price on BSE

Traditionally, the entrepreneur has
been the ‘hero’ with the employees
relegated to ‘side acts’
Today, while the entrepreneur is
just as indispensable, it’s not about
money alone - ideation is important
Management is still about longterm decision making and crisis
management
However, making on-the-spot adhoc decisions is as vital in a
dynamic ever-evolving environment

man resources today are valued the most
along with intellectual capital. The entrepreneur is just as indispensable, but it is
not about money alone. The ideation is
what is important today - the gestation period is shifting from years to months to
now a matter of days. The internet is
spawning millionaires by the dozens.
Technology is evolving so rapidly that it
is getting more and more difficult to keep
pace with it. What does a modern day
manager do in such a scenario?
The mantra may be, ‘Professionalise if
you want to capitalise’. Management is
still about long-term decision making and
crisis management. However, making onthe-spot ad-hoc decisions is as vital in a
dynamic ever-evolving environment. Any
modern day manager who is not adaptable and capable of providing dynamic
leadership will be left behind in the ‘race
of the CTCs. Organisations today have no
option but to look for people who can
function in this ‘hotbed of opportunity’
with the required energy, dynamism and
leadership required to do so.
All hope is not lost though. The prizes
are quite substantial even for those who
cannot keep up with the leaders in this
race. My advice to the modern day manager would be to view change as a stepping stone towards further success and
not as an impediment. Then, there would
be no stopping one’s career juggernaut
from rolling on relentlessly.

Dec 24, 07

$59,000 in the first quarter and
$29,850 in the third quarter of
FY07. The Aframax and Suezmax type of tankers also
recorded almost 100% growth
in rates owing to the severe
winters in the American and
European regions.
Slorer and Gacicia added
that although the current lofty
environment in the tanker
rates might be unsustainable,
the outlook for the year as a
whole appears to be a lot better than indicated by consensus earnings expectations.
Kapil Yadav, analyst with
Dolat Capital said, “Tanker
rates would drop as the winter
passes by. However, they
would definitely be much
higher, around $80,000-90,000
per day in VLCC, which is still

more than 100%.”
Shortage in the fleet supply
is also expected to be one of
the crucial factors in the rising shipping rates. A look at
the carrying capacity of the
global fleet shows that commodity ships has climbed to
386 million dead weight
tonnes (DWT) and tankers to
382 DWT. Deadweight tonne is
a measure of a ship’s capacity for carrying cargo, fuel and
supplies. However, this increase in demand is far more
than the fleet supply.
Kumar, on the other hand,
feels supply will ease going
forward as some of the fleet
on order is to be delivered in a
phased manner in 2-3 years.
Also, the South Korean government’s decision to defer
the ban on single-hull vessels
by two years will add to available ships, the Essar Shipping
spokesperson added.
A senior official of a leading Indian shipping line said,
“The winter of 2009 would see
historically high rates for
tankers as there would be a
huge shortage of VLCCs.”
Given all these, industry
watchers are optimistic for
freight rates to remain firm in
both dry and wet markets.
s_archana23@dnaindia.net

Revathi starts
looking beyond
Coal India

(Rs)

(OEMs) and after market, is
estimated at 9 million units
per annum. The two-wheeler
(2W) battery market is estimated at 13 million units. TGY
is more after-market focused
since that segment is almost
80% of the 4W and 50% of the
2W battery demand. However,
the segment is dominated by
unorganised players who have
a 60% marketshere. Exide Industries and Amara Raja Batteries are the market leaders.
TGY has a 0.5 million per
annum 4W battery manufacturing capacity, which it plans
to scale-up to 3 million units
by 2010. “We have a capacity to
manufacture 0.5 million units
now, which will be doubled by
June. Our original plan was to
touch 2 million units by 2010,
but looking at the demand, we
have preponed our investments to produce 3 million
units by 2010,” Dhawan said.
The company is still undecided on when to begin production of 2W batteries.
g_rabin@dnaindia.net

Wants to secure
orders from other
clients, too
Mithun Roy. Mumbai

Coimbatore-based mining
equipment manufacturer, Revathi Equipment Ltd, is looking to diversify its revenue
base. The company, which
has so far been dependent on
Coal India for business, is trying to tap other clients, too.
It is in the process of forging an international tie-up for
manufacture and supply of
exploratory drills. In the
works is a five-year international marketing and distribution tie-up with Bucyrus
that could give it an order for
seven machines.
Meanwhile, Revathi has
ventured into the concrete
equipment business, including batching plants, transit
mixers and concrete pumps,
and has picked up substantial
stakes in companies like
Monarch
Catalysts
and
Potential Service Consultants.
Abhishek Dalmia, chair-

Revathi Equipment
Share price on BSE
1540

(Rs)

1475.00

1370
1200
1030
860 804.75
690
Oct 1, 07

Jan 4, 08

man, Revathi Equipments
told DNA Money, “We expect
the division to post revenues
of Rs 30 crore by FY08 and Rs
150 crore by FY10, from a
mere Rs 2 crore in FY07.”
The concrete equipment
market is currently worth
around Rs 800 crore, which
the company expects to expand to Rs 1,500 crore by
FY10.
The construction equipment business can outgrow
the mining equipment business in times to come, said
Dalmia, adding, the former is
a high-volume, low-margin
play, whereas the latter involved low-volume but relatively better margin.
r_mithun@dnaindia.net
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Getting by in the Age of Unreason
‘Professionalise if you want
to capitalise’, is the mantra
for managers

Baltic dry index
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Bhel aims to
hike exports
six-fold in
four years
Gautam Chakravorthy. Mumbai
Bharat Heavy Electricals Ltd
(Bhel) plans to boost exports
six-fold by 2012.
The company plans to expand in markets such as Russia, Kazakhstan and Tajikistan, it said in an e-mailed
statement after winning an
order to sell transformers to
Azerbaijan. No more details
were given.
The New Delhi-based company’s exports reached Rs
1,070 crore in 2006-07.
Bhel is selling more transformers and motors overseas
as global demand for electricity keeps rivals such as Zurichbased ABB Ltd and Munichbased Siemens AG occupied in
their home countries.
The state-owned company’s
overseas focus won’t hamper
its domestic commitments,
Ajit Motwani, an analyst with
Emkay Share & Stock Brokers Ltd, said.
“Winning international orders improve credentials and
open up more global markets,” he said. He rates the
stock as a “buy.” —Bloomberg

Local funds propel Sensex
However, he adds that some of these flows
could be negated by the huge IPOs lined up in
the next few weeks.
Reliance Power announced its mega IPO of
$3 billion on Friday. Future Capital issue is also
opening soon.
“The power sector has huge investments
lined up. But getting into an euphoric mood
will not help anyone. Investors should be careful and not get carried away,” warns Kumar.
Low liquidity means low volumes, which is
a cause of worry. Technical analysts see lack of
volumes as a key negative in the market. “Volumes were very low in the last three sessions.
This is a cause for concern as intra-day volatility could be high,” says Birendra Kumar Singh,
technical analyst, PCG, Religare Securities.
Though he cautions traders to be mindful of
the choppiness, he expects the levels of 2150022000 on the Sensex within a week. “A long
downside is ruled out as we see a crucial support at 20000 for the Sensex,” he adds.
Sandeep Wagle, chief technical analyst, Angel Broking, also feels that 20000 will be a very
strong support for the Sensex in the near term.
“The trend is positive. Our next target for the
Sensex is 21,250. This could be seen in a week
or 10 days.”
After touching this level, the Sensex may
correct 1,000 points. “But, it is unlikely to go below 20,000. Our long-term bottom for the Sensex is 18,300. It will not breach that in any case,”
Wagle adds.

Anil kickstarts power play
For the first time, Anil also alluded to the
fantastic run his group companies have enjoyed in the last 2-1/2 years that pole-vaulted Reliance ADA Group to the most valuable business house after Mukesh Ambani’s RIL.
After playing a cat-and-mouse game during
the fortnight, R-ADAG finally overtook the century-old Tata group in paper wealth.
Jayarama Prasad Chalasani, director - business development, Reliance Energy, said: “Between June 2005 and the end of December 2007,
the company had created wealth at the rate of
Rs 13 crore per hour.”
The current market value of the company
stands at Rs 3,03,495 crore from a meagre Rs
16,500 crore in June 2005.

He said the IPO funds would be invested in
13 of Reliance Power’s ongoing projects with a
total generation capacity of 28,200 MW and
would be complete by the end of 2016.
“This is the largest power development project in the pipeline of any company in the country and would be based on diversified fuel usage of coal, gas and hydro,” he said.
Currently, the old projects that work under
the cost-plus basis, earn a rate of return of 12%
for transmission, 14% for distribution and 16%
for power generation projects.
Despite high demand, R-ADAG decided
against a private placement, investment
bankers said.
“The power sector is seeing action after
more than 15 years in the primary markets,”
said S Mukherji, managing director and CEO
of ICICI Securities, one of the lead-managers
to the issue.
The chain of power IPOs - Reliance Power,
Jaiprakash Power and JSW Energy - announced this week will be half of the total IPO
mop-ups in 2007.
Fielding questions on feedstock, as the group
is battling on several fronts with elder brother
Mukesh’s RIL for a firm commitment for gas at
pre-fixed rates, Anil alluded that Reliance Energy is in talks with several companies. “We
firmly believe that India will be a gas long market. And a number of companies have approached us,” he alluded.
On the court battle with Mukesh, he hoped
that a “win-win solution will emerge.”
Anil Ambani appeared confident that his
group could raise the huge amount of debt in
the range of Rs 1,20,000 crore for all the projects
coming to fruition.
“I personally believe that India has come a
long way. We have more offers on table for longterm loans from foreign institutions than before. Some projects operate under the debt:equity ratio of 70:30; some may even become 80:20
and the appetite is enormous,” he said.
On whether he will use the equity route to
raise more funds than debt, he riposted that “it
is really dependent on what risk is all about”.
On the personal wealth he has created in
such a short span, and whether he will use to
fund more projects, he said: “All the wealth we
are talking is paper wealth. If it needs paper
wealth, we’ll do that.
On whether Reliance Power will vault him
to become the richest resident Indian, he riposted: “I’ll wait for breaking news at CNBC.”

