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Accessing the Impact of Middle East Disruption on Metals & Mining Sector 

The geopolitical tensions in the Middle East have led to an increase in the HRC and rebar prices by 
14% and 7% quarter to date, while coking coal and iron ore prices have risen by only ~2% over the 
same period, which translates to higher spot spreads. In Q4FY26 so far, average steel HRC prices 
have increased by 11% YoY, which will drive higher spreads for steel mills on a consumption basis in 
Q4FY26 (coking coal up ~7% in Q3FY26, which will be consumed in Q4 with a quarter lag). The 
impact of the West Asia war will impact DRI-based steel plants, as well as downstream and galvalised 
production processes more, as they consume the war-impacted LNG, Propane, and LPG inflows. 
While the BF route steel production could see limited impact, management comments post Q4FY26 
results on the input costs, exports and production outlook will decide short to medium term stock 
performance. Overall, we remain constructive on the metals sector as a whole and recommend a 
“Buy on Dips” strategy as the demand drivers, along with supply constraints, provide support to non-
ferrous metals, while safeguard duty and robust domestic steel demand favours indian steel mills. 
While valuations are not cheap as stocks have not corrected significantly amidst a broader market 
correction, lower levels can present a buying opportunity. 

• Chinese Steel Exports Softened in Jan-Feb’26: In Jan-Feb’26, according to the China Iron 
and Steel Association (CISA), China’s steel exports fell by 8.1% YoY to 15.6 MT (in CY25 
Chinese steel exports stood at record 119 MT up 7.5% YoY), this followed the introduction of the 
export licenses announced by the Ministry of Commerce of China (MOFCOM) and the General 
Administration of Customs for a wide range of steel products in 2026, an administrative 
mechanism to control steel supplies from China. Chinese domestic demand continues to remain 
soft, with steel production falling below the 1 BT mark at 961 MT, down 4.4% YoY in CY25, 
reaching its lowest level since CY18. In Jan-Feb’26, Chinese steel production declined by 3.6% 
YoY at 160 MT as the first two months of the year are typically quieter for steelmakers due to the 
Lunar New Year celebrations and pollution control measures ahead of the annual legislative 
sessions in Beijing in early March.  

• Hormuz Disruptions could Impact Chinese Exports Going in Mar’26: The outbreak of 
conflict between the US, Israel and Iran on 28th February has brought shipping through the Strait 
of Hormuz to a near halt, disrupting China’s steel exports to a region that accounted for 
~14% of its total finished steel export volume in CY25. Anti-dumping measures in Southeast 
Asia, the Carbon Border Adjustment Mechanism (CBAM) at the EU and US tariffs have 
progressively reduced China’s access to other major markets, prompting the country to direct 
volumes to Gulf destinations with comparatively open import policies and active construction 
pipelines. With the disruptions in the region, trade diversions towards India and other Southeast 
nations will be the key monitorable. 

• India’s Steel Production Remains Robust, but Exports will Come Under Pressure: India’s 
crude steel production remained strong in Apr’25-Feb’26, at 153.6 MT, up 11.2% YoY. Finished 
steel exports also stood strong at 6.02 MT over the same period, up 3% YoY. In Feb’26, India’s 
steel exports decreased to 0.54 MT, compared with 0.68 MT in Jan’26. UAE, Saudi Arabia and 
Turkey formed 11%, 3%, 7.6% of India’s finished steel exports in Feb’26. Exports could come 
under pressure in the current scenario.  In Q4FY26 so far, average Indian steel HRC prices have 
increased by 11% YoY, but Chinese steel prices have remained flat, while European steel prices 
have increased by 9% YoY (CBAM impact). Indian HRC prices are trading at 6% discount to 
landed Chinese prices despite the recent hike in the domestic HRC prices, led by 
safeguard duty and rupee depreciation.    

• Impact on Metal Sector: The disruptions in the Strait of Hormuz impact LNG, Propane, and 
LPG inflows, which affect secondary steel producers and those reliant on gas-based Direct 
Reduced Iron (DRI) and specialised downstream finishing processes, leading to capacity 
curtailments. JSW Steel: High risk of operational downtime at specific plants, especially at JSW 
Steel Coated Products. AM/NS India: ~65% of its 9 mtpa capacity tied to gas-based DRI and 
EAF technology; despite hedging, prolonged disruptions pose an output threat. Jindal Stainless 
(JSL): Currently operating at reduced capacity due to the high dependency of stainless-steel 
refining on industrial gases; already flagging potential shipment delays. Secondary Steel/SMEs: 
Significant negative impact on induction furnace operators and smaller galvanised steel 
processors who lack the bargaining power for subsidised spot imports. 

• Impact on our Coverage Companies: Integrated steel players such as Tata Steel and SAIL 
could see limited impact on upstream steel production, but specific downstream production 
processes could see an impact. Tata Steel Europe could see some impact of rising gas prices; 
however, the recent UK government’s decision could help TSUK's margins in the upcoming 
quarters. Starting 1st July 2026, the UK’s steel import quotas will be reduced by 60% compared 
to current agreements, and tariffs on imports exceeding the quota will increase from 25% to 50%. 
Hindalco and NALCO could see some impact on thermal coal and other input cost inflation; 
however, aluminium prices have remained strong in Q4FY26 so far, as the Middle East region 
supplies ~9% of global Aluminium supply. APL Apollo Tubes could see a consolidated 
production impact of ~3-4% max, due to disruption at its Dubai facility (~2% impact) and 
galvanising products (mainly at Raipur ~2% impact). 

 
Current Ratings: 

Company 
Name 

Rating 
Target 
price 

Tata Steel BUY 220 

SAIL HOLD 160 

Coal India BUY 500 

Hindalco HOLD 1,050 

NALCO HOLD 390 

APL Apollo 
Tubes 

BUY 2,250 

Source: Axis Securities Research 
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Exhibit 1: Non-Ferrous – 12MF EV/EBITDA Above LT Average Exhibit 2: Steel - 12MF EV/EBITDA Above LT Average 

  
Source: LSEG Workspaces 

 

 

Exhibit 3: India HRC Prices Saw an Uptick vis-à-vis China Exhibit 4: Rebar Prices Also Saw an Uptick Recently  

  
Source: LSEG Workspaces 

 

Exhibit 5: Slight Uptick in Cocking Coal Prices, but Iron Ore 

Prices Stable 

Exhibit 6: Aluminium Prices are at a Multiyear High – as GCC 

Forms 9% of Global Supply  

  
Source: LSEG Workspaces 
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Exhibit 7: Valuation Sheet 

Company 
Price 
Local 

Mkt Cap 
Rs Cr/U$Mn 

EV 
Rs Cr/U$Mn 

PE (x) EV EBITDA (x) ROE (%) 

2025 2026 2027 2028 2025 2026 2027 2028 2025 2026 2027 2028 

Aluminium                

Vedanta Ltd 646 2,51,074 3,23,016 18.3 12.2 8.6 8.3 7.6 5.9 4.5 4.4 40.9 45.6 52.4 45.4 

Hindalco Industries Ltd 840 1,86,905 2,37,421 12.2 11.5 10.1 9.3 7.5 7.0 6.2 5.7 13.7 12.8 12.7 12.2 

National Aluminium Co Ltd 350 63,906 56,301 14.8 13.1 12.4 11.0 8.7 8.1 7.5 6.4 26.2 24.1 22.3 23.5 

Norsk Hydro ASA 87 18,057 1,942 19.4 17.4 13.1 11.5 7.2 6.5 6.1 4.7 8.3 10.1 13.9 17.8 

Alcoa Corp 56 14,797 1,572 58.4 14.8 9.2 9.5 9.9 7.9 5.2 5.5 6.3 9.6 26.7 25.4 

Mean    24.6 14.2 11.2 10.3 8.3 7.4 6.3 5.6 13.6 14.1 18.9 19.7 

Steel                

JSW Steel Ltd 1,110 2,69,633 3,76,760 57.8 29.5 18.9 15.5 16.0 12.4 10.0 9.0 5.5 11.0 14.7 15.1 

Tata Steel Ltd 187 2,32,454 3,21,181 60.3 19.7 13.1 11.5 12.8 9.3 6.4 5.9 4.3 11.8 16.9 17.2 

Jindal Steel  1,106 1,11,977 1,27,477 25.9 29.0 15.7 11.7 13.0 12.9 8.7 7.1 9.5 7.8 13.1 15.3 

Steel Authority of India Ltd 143 58,780 90,493 34.5 19.2 11.9 12.4 9.9 8.1 6.9 6.2 2.9 5.3 6.9 7.3 

Mean    44.6 24.3 14.9 12.8 12.9 10.7 8.0 7.1 5.6 9.0 12.9 13.7 

Iron ore                

NMDC Ltd 75 65,679 58,834 9.7 8.7 8.3 7.9 7.0 6.1 5.7 5.3 24.8 23.4 21.4 19.7 

Godawari Power and Ispat Ltd 252 16,822 16,451 NA 20.0 11.7 10.2 NA 14.0 8.2 6.9 NA NA NA NA 

Mean    9.7 14.4 10.0 9.1 7.0 10.0 7.0 6.1 24.8 23.4 21.4 19.7 

Zinc                

Hindustan Zinc Ltd 488 2,04,990 2,09,179 20.2 15.8 12.3 11.4 12.2 9.9 7.9 7.4 69.9 82.5 77.1 65.4 

Nexa Resources SA 10 1,271 286 NA 11.4 5.5 5.4 NA 11.4 5.5 5.4 NA 11.4 5.5 5.4 

Boliden AB 561 17,063 1,867 15.3 16.8 12.8 10.1 15.3 16.8 12.8 10.1 15.3 16.8 12.8 10.1 

Glencore PLC 516 81,250 11,409 23.1 33.5 16.1 15.4 23.1 33.5 16.1 15.4 23.1 33.5 16.1 15.4 

Mean    19.5 19.4 11.7 10.6 16.9 17.9 10.6 9.6 36.1 36.1 27.9 24.1 

Source: LSEG Workspaces 
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DISCLAIMER 

Axis Direct is the brand under Axis Securities Limited, which is a 100% subsidiary of Axis Bank Limited. Axis Bank Ltd. is a listed public company and one 

of India’s largest private sector banks, and has its various subsidiaries engaged in businesses of Asset management, NBFC, Merchant Banking, 

Trusteeship, Venture Capital, Stock Broking, the details in respect of which are available on www.axisbank.com.  

 

Axis Securities Limited is registered as a 

• Stock Broker, Depository Participant, Portfolio Manager, Investment Adviser and Research Analyst with the Securities and Exchange Board of 

India 

• Corporate Agent with Insurance Regulatory and Development Authority of India 

• Point of Presence with Pension Fund Regulatory and Development Authority  

• Distributor for Mutual Funds with AMFI 

 

Registration Details: 

 

SEBI Single Reg. No.- NSE, BSE, MSEI, MCX & NCDEX – INZ000161633 | SEBI Depository Participant Reg. No. IN-DP-403-2019 | Portfolio Manager 

Reg. No.- INP000000654 | Investment Advisor Reg No. INA000000615 | SEBI-Research Analyst Reg. No. INH000000297 | IRDA Corporate Agent 

(Composite) Reg. No. CA0073| PFRDA – POP Reg. No. POP387122023 | Mutual Fund Distributor ARN- 64610.  

 

Compliance Officer Details: Name – Mr Rajiv Kejriwal, Tel No. – 022-68555574, Email id – compliance.officer@axisdirect.in.;  

 

Registered Office Address – Axis Securities Limited, Unit No.002, Building- A, Agastya Corporate Park, Piramal Realty, Kamani Junction, Kurla (W), 
Mumbai – 400070. 
 

Administrative office address: Axis Securities Limited, Aurum Q Parć, Q2 Building, Unit No. 1001, 10th Floor, Level – 6, Plot No. 4/1 TTC, Thane – Belapur 

Road, Ghansoli, Navi Mumbai, Pin Code – 400710. 

 

In case of any grievances, please call us at 022-40508080 or write to us at helpdesk@axisdirect.in. 

 

We hereby declare that our activities have neither been suspended nor have we defaulted with any stock exchange authority with whom we are registered 

in the last five years. However, SEBI, Exchanges, Clearing Corporations and Depositories, etc. have conducted the routine inspection and based on their 

observations have issued advice/warning/show cause notices/deficiency letters/ or levied penalty or imposed charges for certain deviations observed in 

inspections or in the normal course of business, as a Stock Broker/Depository Participant/Portfolio Manager. We have not been debarred from doing 

business by any Stock Exchange/SEBI or any other authorities; nor has our certificate of registration been cancelled by SEBI at any point in time. 

 

Investments in the securities market are subject to market risks. Read all the related documents carefully before investing.  

By referring to any particular sector, Axis Securities does not provide any promise or assurance of a favourable view for a particular industry or sector or 

business group in any manner.  

 

Registration granted by SEBI, membership of RAASB (in case of RA’s) and certification from NISM in no way guarantee performance of the intermediary or 

provide any assurance of returns to investors. None of the research recommendations promise or guarantee any assured, minimum or risk-free return to 

the investors. Our research should not be considered as an advertisement or advice, professional or otherwise. This research report and its respective 

content by Axis Securities made available on this page or otherwise do not constitute an offer to sell or purchase or subscribe for any securities or 

solicitation of any investments or investment services for the residents of Canada and/or the USA or any jurisdiction where such an offer or solicitation 

would be illegal. 

 

Subject company(ies) may have been clients during the twelve months preceding the date of distribution of the research report. Derivatives are a 

sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts. 

 

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made 

regarding future performance. Information, opinions and estimates contained in this report reflect a judgment of its original date of publication by ASL and 

are subject to change without notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as 

well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price 

or income of such securities or financial instruments. 

 

The information and opinions in this report have been prepared by Axis Securities and are subject to change without notice. The report and information 

contained herein are strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, 

in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of Axis Securities. The report must not be 

used as a singular basis for any investment decision. The views herein are of a general nature and do not consider the risk appetite, investment objective 

or the particular circumstances of an individual investor. The investor is requested to take into consideration all the risk factors, including their financial 

condition, suitability to risk return profile and the like and take professional advice before investing. 

 

While we would endeavour to update the information herein on a reasonable basis, Axis Securities is under no obligation to update or keep the information 

current. Also, there may be regulatory, compliance or other reasons that may prevent Axis Securities from doing so. Non-rated securities indicate that the 

rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or Axis Securities 

policies, in circumstances where Axis Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained in good faith from public sources and sources believed to be reliable, but no independent verification has been 

made, nor is its accuracy or completeness guaranteed. This report and information herein are solely for informational purposes and shall not be used or 

considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all 

the customers simultaneously, not all customers may receive this report at the same time. Axis Securities will not treat recipients as customers by virtue of 

their receiving this report. Nothing in this report constitutes investment, legal, accounting and/or tax advice or a representation that any investment or 

strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all 

investors, who must make their own investment decisions, based on their own investment objectives, financial positions and the needs of the specific 

recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the 

investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Axis 

Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a 

http://www.axisbank.com/
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guide to future performance. Investors are advised to see the Risk Disclosure Document to understand the risks associated before investing in the 

securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be 

subject to change without notice. Axis Securities or its associates might have managed or co-managed a public offering of securities for the subject 

company or might have been mandated by the subject company for any other assignment in the past twelve months. Axis Securities or its associates might 

have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for 

services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other 

advisory services in a merger or specific transaction. Axis Securities or its associates might have received any compensation for products or services other 

than investment banking or merchant banking, or brokerage services from the companies mentioned in the report in the past twelve months. Axis Securities 

encourages independence in research report preparation and strives to minimise conflict in the preparation of research reports. Axis Securities or its 

associates, or its analysts, did not receive any compensation or other benefits from the companies mentioned in the report or a third party in connection 

with the preparation of the research report. Accordingly, neither Axis Securities nor Research Analysts and/or their relatives have any material conflict of 

interest at the time of publication of this report. Please note that Axis Securities has a proprietary trading desk. This desk maintains an arm’s length 

distance from the Research team, and all its activities are segregated from Research activities. The proprietary desk operates independently, potentially 

leading to investment decisions that may deviate from research views. 

 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

 

Research Analyst may have served as an officer, director or employee of the subject company(ies). Axis Securities or Research Analysts, or their relatives, 

do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the 

research report. Since associates of Axis Securities and Axis Securities as an entity are engaged in various financial service businesses, they might have 

financial interests or actual/beneficial ownership of one per cent or more or other material conflicts of interest in various companies, including the subject 

company/companies mentioned in this report. Axis Securities may have issued other reports that are inconsistent with and reach different conclusions from 

the information presented in this report. Certain transactions-including those involving futures, options and other derivatives as well as non-investment 

grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centre on studying charts of a stock's 

price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's 

fundamentals. 

 

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long 

or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such 

securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company/company (ies) discussed 

herein or act as advisor or lender/borrower to such company (ies) or have other potential/material conflict of interest with respect to any recommendation 

and related information and opinions at the time of publication of Research Report or at the time of public appearance. Axis Securities may have proprietary 

long/short positions in the above-mentioned scrip(s) and therefore may be considered as interested. This should not be construed as an invitation or 

solicitation to do business with Axis Securities. Axis Securities is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment 

decisions independently of the PCG research, and accordingly, PMS may have positions contrary to the PCG research recommendation.  

 

This research report is issued in India by Axis Securities Limited in accordance with the Securities and Exchange Board of India (Research Analysts) 

Regulations, 2014. It is intended solely for persons residing in India. The report is not directed at or intended for distribution to, or use by, any person or 

entity resident in the United States of America, Canada, or in any jurisdiction where such distribution, publication, availability, or use would be contrary to 

applicable securities laws, including the U.S. Securities Exchange Act of 1934, regulations of the U.S. Securities and Exchange Commission (SEC), and 

regulations of the Canadian Securities Administrators (CSA).  

 

RATING SCALE: Definitions of ratings 

Ratings Expected absolute returns over 12 – 18 months 

BUY More than 10%  

HOLD Between 10% and -10% 

SELL Less than -10% 

NOT RATED We have forward-looking estimates for the stock, but we refrain from assigning a valuation and recommendation. 

UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events. 

NO STANCE We do not have any forward-looking estimates, valuations or recommendations for the stock. 

Note: Returns stated in the rating scale are our internal benchmark. 
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