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INDIA INC SEES ONLY TEM

RELIEF INCOMMODITY PRICES

Most expect prices to mﬁen further before firming up aﬁ:er mid-year

RAMIL SARKAR
Mew Delhi, 7 February

he weekend saw |

commaodity prices
tumble the most
since August, amid
‘expectations that

they will But, that

may have ha&nmﬂytemmmry :
relief for India Inc, as the gen-  ~
eral expectation is also that prices. =

will firm up again by the second
half of this year,
Andrew Holland, Chief Ex-

ecutive Officer. Ambit Private

Capital, expects commodity
prices ta soften further before
firming up around the second
‘half, once the glohal recovery
strengthens, Ravi Sud, Chief Fi-
nancial Officer, Hero Honda,
suys companies will still see
some pressure in the next few
quarters, but it won't be of the
‘same kind we saw in the second
quarter of 2008-09, when com-
maodity prices had peaked, *Ul-
timately, economics will prevail.
Hitesh Agrawal, head of re-
seurch at Angel Broking, said
expansion of margins for com-
panies trom here onwards will
be difficult, though an odd one
may gain from some invento-
ry or an ongaing contract where
mﬂ&imsﬂlﬁwmuahh “Prices
have also moved up in antici-
pation of contracts which are
due for renewal,” he said.
Annual contracts in many
commandities like iron ore and
coal are due for renewal and this
isone regson why some analysts
feel commodity prices rhay not

hnmial mmmtih many commodities Illm.iron ‘ore and ma-l-

are due for renewal and this is one reason why some analysts
feel commodity prices may not fall much from these levels

fall much from these levels. Jig-
nesh Shah, head of investment
strategy at ABN Amro Private
Banking, said the big improv-
ment in this time's third quar-
ter resulrs were a function of the
base effect, having heen well

down in- the same period last

year, "Margins were driven by
mst-uﬂhngeﬁortsmﬂdﬁcﬂlq
improvements. Both these fac-
tors will reduce year-on-vear
growth,” he said.
On the recent slump in com-

modities prices, Holland says, Pressure .
‘Hero Hgnda's raw material bill

“Liquidity was driving prices,

With easy liquidity going away,

‘s nio real support for com-
modities... Commodities have

J runtmh:g@thefundammmls

* don'tjustify the rise. There's fio
realflg:rﬂand.“

agrees with what Sud

suspects, that the run in com-

modity prices was largely spec-

ulative, and not backed by phys-

'h:ald&mé:ﬂ. "Whﬁn'ttmﬁmlms

start moving \rlP ysical prices
alsa start-mq ing up after a

|, SETHOY VieR-pres-
ident (private client group), Ko-
tak Securities. doesn’t expect
cﬂmnudmesmﬁsemmhinﬁle
nearterm, as the global econ-
omy is still to recover as expected
#nd there-are concerns inEu-

rope.

Pressure still there

(ag 2 percentage of operat-

[ing expenses) has risen from

67.495 per cent in ﬂmﬁmtqmr—
ter to 68.4 per centin Q2 ta
ﬁ&ﬁ&pﬂr{!ﬂﬂl‘m Q3. This will
continue in (4, hut good (25
per cent growth) volumes have
enabled it offset rising input
COsts,

i
8 it by sugar

which have doubled over last
year, Pepsi and Coke have in-
creasec] prices by 9-20 per cent
across packs; Britannia Indus-
tries staw net profits tumble 37
percerit in the December quar:

o> | ter-anc MD Vinita Bali has in-
dicate d it may be forced to in-

fmasepmciuct;nmhﬂ-ﬂ per
Smﬁﬂ&rbmqirjtmﬂk&mlihﬂ

Prlyagbidandﬁrmnlamﬂum—
| tering bi
. byeutti

mtma.l costs

mazgm,hn
theyfr,ar it will start impact-
ing the r sales. Milk prices have
gone up, as the cost of cattlefeed
like de-otled rice bran cake,
jowar, inaize and molasses have
gone up by around 30 per cent
in the llast year, .

In rpany cases, meﬂmﬂ
have b gen able to raise prices.
But, this has been ahle taonly
parthy ooffset the increase in raw
material prices. Take Apollo
Tyres, | nJanuary, it rised prices
by thre per cent, But, in the past
six oniths, its raw material m
have Inicreased 15 per cent, and
it enuld! do with another raise of
B8-9 per’ cent,

Vehicle makars, many of
whom are Apnllu 5 1ers,
provide a price inerease with'
alag when commodity prices
goup hmwhenthasegb.dﬂwn,
they wantto reduce prices al-
most immediately, explains
Suman Sarkar, CFO, Apollo
Tyres. Analysts Expeﬁu&paﬂu*

opersiting margins to come down
b:f 200 basis points in Q4,
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