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Steel demand resilient; Prices under near term pressure
= Demand growth at 7-9% CAGR; near-term prices weighed down by
elevated inventories and increased imports

= Capacity growth has been consistent with rising demand. Gol targets
300mnt capacity by FY30 from 220mnt in FY26

= Imported coking coal dependence to continue; with limited scope for

near-term price correction
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We had a Steel sector expert call (Quesrow Research & Strategy Co.) with
group of investors on 18th June 2026. Quesrow is a specialist strategy advisory
firm focused on capital-intensive industries, including materials, metals, mining,
manufacturing, and related industrial value chains. Firm is led by Mr. Sachin Shetty
(CEOQ), who brings over 24 years of experience advising leading Indian companies
on corporate strategy, M&A, strategic alliances, and value chain positioning.

Key highlights on steel sector discussion:

Capacity: Capacity and production growth has been consistent with rising demand.
Gol targets 300mnt capacity by FY30 from 220mnt in FY26. This is well-supported
by ongoing expansions from integrated players such as Tata Steel, JSW Steel,
Arcelor Mittal Nippon Steel alongside incremental additions from secondary
producers.

Demand: India’s steel demand remains structurally strong, supported by low per
capita consumption. While recent high growth of 8-12% may normalize, demand is
expected to grow at a steady 7-9%CAGR, in line with GDP.

Pricing: Over the past one to one-and-a-half months, prices have come under
pressure primarily due to a combination of elevated inventory levels and temporary
slowdown in consumption activity. Imports have also seen an upsurge.

Iron ore: Iron ore demand remains strongly linked to the production mix. Merchant
market remains structurally tight due to high captive consumption by integrated
players. This dynamic strengthens NMDC'’s pricing power.

Coking coal: Steel industry remains dependent on imported coking coal (95%) due
to high ash content in domestic coal. Prices are not expected to correct sharply in
the near term, and the steel industry will need to manage the resulting incremental
cost pressures.
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Key points:

= Capacity: Capacity growth has been consistent post covid to cater to increasing
demand.

o Steel capacity is 220mnt in FY26 with production at 169mnt, implying utilisation
of 77%. Notably, utilisation levels for large listed players remain near peak
levels, while inefficiencies persist in the unorganized and smaller mills.

o Government targets 300mnt capacity by FY30. This is well-supported by
ongoing expansions from integrated players such as Tata Steel, JSW Steel,
Arcelor Mittal Nippon Steel alongside incremental additions from secondary
producers.

o  While primary producers are expanding large-scale blast furnace-based
capacities, secondary players are upgrading technologically and moving into
higher-grade steel segments.

o Structurally, India is emerging as a pivotal global steel hub, effectively catering
to both developed markets (high-grade steel) and developing regions
(infrastructure-led demand).

= Demand: India’s steel demand remains structurally strong, supported by low per
capita consumption (108 kg vs global 260—280 kg), implying a long growth runway.

o  While recent high growth may normalize, demand is expected to grow at a
steady 7-9%CAGR, in line with GDP.

o Importantly, demand is shifting toward value-added segments, led by electric
vehicles (electrical steel), automotive alloys, defense and aerospace
applications, packaging, and renewable energy infrastructure.

o  With China’s demand moderating, India is increasingly positioned as the
primary global growth engine for steel.

= Pricing: Prices witnessed weakness in last one month due to short-term demand
disruptions and supply-side imbalances rather than any deterioration in structural
fundamentals.

o  Over the past one to one-and-a-half months, prices have come under pressure
primarily due to a combination of elevated inventory levels and temporary
slowdown in consumption activity.

o  On the domestic side, the long steel segment—closely linked to construction—
has been particularly impacted. The onset of extreme heatwaves led to a
slowdown in construction activity across several regions, which in turn resulted
in deferred project execution and weaker offtake. Since production levels did
not adjust immediately, inventories began to accumulate, especially at the
distributor and trader level. This inventory overhang has naturally exerted
downward pressure on prices, as market participants have had to offer
discounts to move material.

o The flat steel segment has also remained subdued driven by somewhat
different factors. Pressure in this segment is largely external, stemming from a
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surge in imports and weaker export demand. Increased inflows from global
markets, at a time of already soft domestic demand, have led to a supply
overhang. Notably, Chinese steel is increasingly being rerouted through other
Asian countries and entering India at prices lower than domestic realizations,
further intensifying pricing pressure.

o Simultaneously, export opportunities have weakened, likely due to softer global

demand conditions and competition from other exporting nations.

Iron ore: Iron ore demand remains strongly linked to the production mix, which
continues to be dominated by the BF-BOF route.

o Iron ore consumption has grown from 186 mnt in FY20 to 291 mnt in FY26 (8%

CAGR), supported by capacity expansion. Domestic iron ore production is
expected to reach 400 mnt by FY30 under the base case.

o However, the merchant market remains structurally tight due to high captive

consumption by integrated players. This dynamic strengthens NMDC's pricing
power, supported further by higher costs at auction mines and a gradual
decline in ore quality, which is driving demand for higher-grade ore.

Coking coal: Steel industry remains dependent on imported coking coal 95% of its
coking coal requirements due to high ash content in domestic coal.

o India has a reasonable level of raw coking coal resources; the availability of

usable coking coal is extremely limited only about 10—11 million tonnes out of a
much larger raw production base. Against this, annual demand stands
significantly higher, with imports accounting for roughly 60—65 million tonnes.
These imports are primarily sourced from countries such as Australia, USA,
and Russia.

o Although government initiatives such as the coking coal mission and efforts to

classify it under critical minerals are aimed at accelerating domestic production
and improving washing capacity, the consensus remains that import
dependence will persist in the foreseeable future.

o Prices have increased to USD243/t from USD198/t in Q3FY26 due to supply

disturbance in Australia and rise in freight rates. Prices are not expected to
correct sharply in the near term, and the steel industry will need to manage the
resulting incremental cost pressures.
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