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KAPAS

Fundamentals
 The downtrend of Kapas futures (April) has taken a pause as the counter has taken a support near 920 levels. A recovery is being witnessed in 

the domestic cotton prices taking positive cues from the international market.

 On the international market, ICE cotton futures soared to hit a six-week high, propped up by demand from index funds and drought concerns in Texas, the 
largest producing region in the United States.

 The most active ICE cotton contract for May expiry settled up 3.14 cent, or 3.83 percent, at 85.23 cents per lb. It is a combination of index fund money 
coming in the market and the dry weather in Texas making the market a little nervous. Speculative buying persisted on heels of 4th consecutive week of 
robust export sales and shipments. Prices could remain strong until closer to harvest. There have also been quality concerns left over from the 
hurricanes and the freeze during the growing season.

 Speculators increased their net long position in cotton by 12,145 lots to 76,211 lots in the week to Feb. 27, the first increase in five weeks, U.S. 
Commodity Futures Trading Commission (CFTC) data showed.

 On the supply side, UK-based Cotton Outlook has forecasted global cotton output in 2018-19 (Aug-Jul) to fall marginally to 26.13 million ton from 26.18 
million tons produced a year ago. While the acreage under cotton is expected to rise next year, output may fall on the back of lower yields. The global 
consumption in 2018-19, however, is expected to increase by around 2.6% on year to 26.71 million tons, led by major-consuming countries including 
India, China, Bangladesh and Vietnam. The world stock levels of cotton, as a result, are seen contracting for a fourth consecutive season. Global stock 
levels are likely to fall by 583,000 tons in 2018-19.

 According to estimates of International Cotton Advisory Committee, global cotton production is projected to decline in 2018/19 based on lower yields and 
decreases in harvested area. Global cotton consumption is projected to continue to grow in 2018/19 based on global economic expansion, an expected 
acceleration of consumer demand for textiles, manufacturing growth for cotton, and rising environmental and production costs for synthetics. Current 
estimates for the 2018/19 season are for production to move to 25.4 million tons and consumption to rise to 26.5 million tons. Based on these projections, 
global stocks would decline to 18.2 million tons with projections for global 
trade to go to 9.15 million tons.  

 Back at home, one factor which is a matter of concern is the pace of arrivals. 
Total new crop arrivals, since Oct 1, have reached 20.79 million bales (66% 
of total estimated production at 32 million bales), up 2.1% from same period 
in the previous year at 20.05 million bales. Arrivals of cotton in India have 
widened the suspense looming over the production estimates which were 
already revised downwards post pink boll worm attack. 

 Interest towards procuring premium variety cotton has kept cotton prices 
on an uptrend amid shortage this season due to pink bollworm attack on 
two major producing states, Maharashtra and Telangana. Buyers are 
more interested buyers in procuring Gujarat premium variety cotton as 
buyers were facing difficulties to get the perfect specification of premium 
variety cotton from Maharashtra and Telangana.

 On the demand side, exports of cotton have shown signs of a revival, as 
lower domestic prices and a weaker rupee have made Indian cotton 
competitive in the global market. With domestic cotton prices falling to 
40,000 rupees per candy (1 candy = 356 kg) and the rupee weakening by 
over 2.5%, export enquiries have increased in the last couple of weeks.

Source:	Reuters	&	SMC	ResearchSource:	MCX

 S3 S2 S1 Pivot R1 R2 R3

 831 877 908 955 986 1032 1063

GUAR SEED & GUAR GUM
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Fundamentals

 The overall trend of Guar seed futures (April) is up, but currently the counter is in overbought zone & witnessing profit booking from higher 
levels, facing resistance near 4800 levels. However, the downside may remain capped & take support near 4000-3945 levels.

 Similarly, the long term trend of Guar gum futures is up, however, facing resistance near 10,000 levels. In days to come, Guar gum futures 
(April)is expected to take support near 8595-8400 levels. For the time being, the counter is expected to consolidate & trade sideways as the 
market participants are now awaiting January month export data 
which is likely to be issued soon by APEDA.

 Last month, spot guarseed and guargum declined due to lackluster 
business activity in the spot market against decent supply.

 Demand remained weak from crushers due to slow export demand, while 
stockists have opted to stay away after recent sharp fall. 

 Guarseed and Guargum prices in the spot market were mainly weighed by 
poor demand for Guargum in the international market, which was reflected 
in December export data. The main five consumers of Indian Guargum are 
United States (50.86%), Norway (7.15%), China (6.69%), Russia (5.98%) 
and Germany (5.21%).

 India's Guargum export during the month of December 2017 rose at 
slower pace of 3.06% month-on-month at 43,881 metric tons compared 
with 42,574 metric tons during the same period a year ago, according to Agricultural & Processed Food Products Export Development Authority 
(APEDA).

 The daily supply of Guar seed in the country is steady whereas demand from crushers said to slow due to disparity in operations amid recent sharp fall in 
Guar gum prices.

 India Guarseed arrivals in the country during the month of February dropped 21.96% at 3.95 lakh bags (100kg each) month-on-month due to lower 
production estimates and slow farmers selling at the lower level. Guarseed supply in the spot market up to February of this season (2017-18), started 
from October stood at 40.5 lakh bags, down 11.48% from 45.75 lakh bags a year ago. There is huge stocks left with stockists not only from current crop, 
but also from last couple of years, which was procured at higher level.

 Guar gumcrushers demand at present is sluggish due to disparity in crushing and slow buying inquiries from the international market. Instead many 
crushers have started to shut their operations due to incurring losses in day to-day operations followed by lack of export order.

 In days to come, crude oil prices are also crucial and one needs to keep a close eye on that.

 S3 S2 S1 Pivot R1 R2 R3

 3526 3877 4099 4450 4672 5023 5245

 7271 8203 8761 9693 10251 11183 11741
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GUAR SEED & GUAR GUM CASTOR SEED 

Source:	Reuters	&	SMC	ResearchSource:	NCDEX Closing	as	on	5th	March,	2018

Fundamentals

 In days to come, it would be important to watch the 4000 levels in Castor seed (April), as it is the support area in near term. If it plunges below 

the support zone, the downtrend may get extended towards 3800-3700 levels. The resistance is near 4300 levels.Overall the sentiment of 

castor seed is weak for near term as the new crop supply is likely to increase in coming days.

 Demand of castor seed from millers is hand to mouth due to steady to slow off take of castor oil. Castor oil traded at Rs 850/10kg, down by Rs 5 at 

benchmark Kadi market. Castor Oil FOB kandla quoted at $1,350/tonne and CIF at $1,375/tonne.

 In addition to it, millers are aware of the fact that new crop supply will increase from this week on wards which will help them to procure castor seed at 

lower price level. Overall trend of castor seed is down for near term owing to estimates of higher production.

 SEA conducts Castor crop survey for crop estimation in major growing states like Gujarat, Rajasthan, Andhra Pradesh and Telangana every year. After a 

brief field survey and remote sense data analysis of major castor seed producing states in the country, theSEA of India has estimated domestic crop at 

14.30 lakh tons for 2017-18 vs 10.60 in 2016-17.

 Total area under castor in India for the year 2017-18 is estimated to be 822000 hectares as per the government’s estimates against last year’s estimate of 

800000 hectares, which has increased by 2.90% as compared to the previous year. Acreage has reported to be increased in all states except Rajasthan. 

Average yield for year 2017-18 is estimated to be 1738 Kg/Ha, based on farmer’s response about their yield expectation on present crop conditions. 

 Total area under castor in Gujarat for the year 2017-18 is taken to be 5,95,600 hectares as per the government’s estimates against last year’s estimate of 

5,65,400 hectares, which has increased by 5.3% as compared to the previous year. The major reasons for increase in area are crop rotation, expectation 

of higher price and lower cost of cultivation. Estimated average yield for year 2017-18 is expected to be 2050 Kg/Ha. Farmers were asked about their 

yield expectation on present crop conditions. Farmers are expecting slight increase in yield this year due to favorable weather conditions and availability 

of water for irrigation. Total production in the state is estimated to be 12.20 lakh tons during the year 2017-18.

 Total area under castor in Rajasthan for the year 2017-18 is taken to be 1,31,000 hectares as per the government’s estimates against last year’s estimate 

of 1,42,600 hectares, which has decreased by 8% as compared to the previous year. The major reasons for decrease in area are crop shift, expectation of 

lower price this year. Average yield for year 2017-18 is estimated to be 1210 Kg/Ha, based on farmer’s response about their yield expectation on present 

crop conditions. Farmers are expecting slight increase in yield this year due to favorable weather conditions and availability of water for irrigation. Total 

production in the state is estimated to be 1.58 lakh tons during the year 2017-18.

 Total area under castor in Andhra Pradesh & Telangana for the year 2017-18 is taken to be 58,190 hectares as per the government’s estimates against 

last year’s estimate of 73,180 hectares, which has decreased by 20.5% as compared to the previous year. The major reasons for decrease in area are 

crop shift, falling yield and pest attacks last year. Average yield for year 2017-18 is estimated to be 477 Kg/Ha, based on farmer’s response about their 

yield expectation on present crop conditions. Total production in the state is estimated to be 0.28 lakh tons during the year 2017-18.

 Considering the first advanced estimate of the government, the total availability would be around 2.7 million tons. And considering the total 

disappearance of 1.9 million tons, during 2018, there will be carry-out of 800,000 tons.

 S3 S2 S1 Pivot R1 R2 R3

 3719 3899 4035 4215 4351 4531 4667

Guar seed Options Price Movement

*Option chain mentioned above are top traded strikes in descending order. Notionally they are the only traded ones. For more strikes available for trading 
please check the Bhavcopy at https://options.ncdex.com/MarketData Action_bhavCopy.action

Historic returns of Castor Seed futures
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