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KAPAS

Fundamentals

 The downside in Kapas futures (April) may remain capped & in days to come, the counter is likely to take support near 960 levels & owing to 

lower level buying, an upside momentum can be seen towards 1000-1015 levels. 

 Last month, kapas futures tumbled owing to supply pressure of arrivals. Daily cotton arrivals at all the major markets from across the country totalled to 

an estimate of 149,500 bales in the afternoon session as on January 29. Total new crop arrivals, since Oct 1, has reached 14.46 million bales (41.3% of 

total estimated production at 35 million bales), up 10% from same period in the previous year at 13.15 million bales.

 In the international market, hedge funds are abundantly optimistic about cotton prices. But just as the excitement escalates, farmers are gearing up to 

increase plantings in the U.S., the world’s top exporter. Cotton has been the recent star of the crop world, with prices heading for a third straightly 

monthly gain. The advance was underpinned by demand that’s poised to increase to the highest since 2008. That captured the attention of investors, 

who have piled into speculative wagers that futures will keep climbing. But it’s also caught the eye of American farmers who are in the midst of making 

planting decisions at a time when grain prices have stayed historically low.

 U.S. cotton plantings this year will probably reach the highest since 2011, a Bloomberg survey showed. The rising acreage could be why commercial 

traders such as textile mills have taken the opposite approach of hedge funds and are holding a huge short position, or bets on falling prices.

 Speculators sharply increased their net short position in raw sugar contracts on ICE Futures U.S. in the week to Jan. 23, lifting it to a record high, U.S. 

Commodity Futures Trading Commission (CFTC) data showed.

 Back at home, Maharashtra has lowered its estimate of cotton production in 2017-18 by 43 percent to 60.48 lakh bales from 106.15 lakh bales in 2016-

17 due to a sharp fall in yields, according to the second advance estimate released by the state government. The first advance estimate had earlier 

pegged total cotton production in the state at 95 lakh bales. Maharashtra witnessed a dry spell from June end to early August that hit kharif crops in the 

growth stage. A massive pink bollworm attack on cotton crop, too, led to such an unprecedented cut in output estimate.

 As of date, around 44 lakh bales have arrived in Maharashtra and various traders still believe around 25-30 lakh bales would be yet to arrive for the 

remainder of season.

 As per first advance estimate of the Centre, India's total cotton production in 2017-18 is estimated at 322.73 lakh bales as compared to 330.92 lakh 

bales in 2016-17 (as per fourth advance estimate).

 The Cotton Corporation of India (CCI), so far, has bought 6.2 lakh bales (of 170 kg each) this season. From the 6.2 lakh bales, 3.67 lakh bales have 

been purchased under the Price Support Scheme at a minimum support price of ,270 per quintal and the remaining 2.53 lakh bales has been 

purchased under CCI’s commercial operations.

Source:	Reuters	&	SMC	ResearchSource:	NCDEX

 S3 S2 S1 Pivot R1 R2 R3

 888 926 955 992 1021 1059 1088

GUAR SEED & GUAR GUM

Fundamentals

 Last month, Guar gum futures (March) has shown a breakout on technical charts accompanied with increased both open interest & 

volumes. The uptrend is likely to continue in days to come & can test 11000-11500.

 Guar seed futures (March) is giving a higher closing since past three months & last month the counter rallied the most, thanks to the rising 

crude oil prices. Going ahead, the upside momentum is expected to continue as it has the potential to test 4900-5100 levels. 

 The rising open interest in March contract and reduction in February contract both in guar seed & guar gum is indicating roll over of positions to forward 

month (March). Bullish movement is expected to continue ahead as open interest have increased along with price.

 Guarseed surged at the benchmark Jodhpur market, also Guargum edged higher due to strong buying from crushers, traders and stockists supported 

by increased inquiry in export amid rising crude oil prices.

 India's guargum exports in Apr-Nov surged 42% on year to 321,570 tonnes, data from the Agricultural and Processed Food Products Export 

Development Authority showed. Export of guargum in FY18 can go up to 4 lakh tonnes.

 On the supply side, this season arrivals from Oct 1, 2017 to Jan 25, 2018 stood at 34.82 lakh bags from estimated production of 50 lakh bags this 

season, which means 70% of crop has already been hit the market. Now the total availability of Guarseed in the country is estimated at around 115 lakh 

bags (including 100 lakh bags as carryover from previous crop 2016-17).

 There is still 9 months time left for the season to end and if the export demand continues to stretch month-on-month, then the balance sheet will be pretty 

tight and may rally to extend in upcoming months. Selling by stockists and farmers are slow, and they are releasing their only as per their financial stock.

 Production of guar seed in Rajasthan, the top producer of the commodity, is seen rising 10% on year to 15.4 lakh tonne in 2017-18 (Jul-Jun), the 

second advance estimates released by the state government showed.

 Activity in the spot market is said to be robust as buyers as the market participants are buying these commodities due to positive fundamentals.

 On the international market, Oil prices have hit three-year $71.28 a barrel last month on the back of strong demand, geopolitical risks, a weaker U.S. 

dollar and efforts by the Organization of the Petroleum Exporting Countries to curb supply. Meanwhile, the dollar was poised for its longest stretch of 

weekly declines since 2010.

 Oil prices have climbed nearly 49% from June, benefiting from production cut efforts led by the Organization of the Petroleum Exporting Countries and 

Russia. The producers agreed in December to extend current oil output cuts until the end of 2018.

Source:	Reuters	&	SMC	ResearchSource:	NCDEX Closing	as	on	31st	January,	2018
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COTTON OIL SEED CAKE 

Fundamentals

 Cotton Oil seed cake (March) is likely to witness consolidation for few weeks in the range of 1650-1850 levels.

 Strong demand and concern about crop amid pink bollworm attack to cotton crop in key growing regions have pushed cotton seed oilcake prices 

sharply up this season.

 Cotton seed oilcake prices so far, this season (Oct’17 -Sept’18) rose to Rs 1888/100kg at the Akola spot market. 

 The recent correction in cotton seed oilcake prices was attributed to poor domestic demand due to ample availability of other feed material at very 

competitive rates.

 Milk prices in key producing states are steady compared with same period last year.

 Milk production, which was around 17-22 million tonnes in the 1960s, increased to 165.4 million tonnes during 2016-17. Particularly, it has increased 

by 20.12% during 2016-17 in comparison to 2013-14. Similarly, per capita availability has increased from 307 grams in 2013-14 to 355 grams in 2016-

17, registering 15.6% growth.

 At present, the demand from cattle feed manufacturers or farmers has slowed down as they have opted to shift to cheaper substitute like pulses 

chunni, along with grains, mainly millets (bajra) and maize (makka).

 Cottonseed oilcake is available in the range of Rs 1,675/100k in Kadi, whereas pulses (tur, chana, urad, moong) chunni and grains (millets and maize) 

is available in the range of Rs 1000-1425.

 Cottonseed oilcake production during the first three month (Oct-Dec) of current season 2017-18 is estimated higher around 24.25 lakh tonnes. 

Cottonseed oilcake stock in the country is pegged somewhere around 3.60 lakh tonnes, which is sufficient to cater present poor demand.

 It is estimated that the country has received around 141 lakh bales (170kg each), 40% of estimated production of 350 lakh bales this season, which 

means that still 60% of cotton is left with farmers.

 Ample availability of cotton seed oilcake stock along with other substitutes, lackluster demand is expected to weigh on prices.

Source:	Reuters	&	SMC	ResearchSource:	NCDEX Closing	as	on	31st	January,	2018

 S3 S2 S1 Pivot R1 R2 R3

 1491 1583 1663 1755 1835 1927 2007

Historic returns of Cotton Oil seed cake futures
during month of February

Forward curve of Cocud futures

5.41%

0.83%

-5.94%

5.00%

-5.59%

11.20%

-0.46%

5.39%

8.39%

1.39%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

8%

10%

12%

14%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source:	Reuters

Weekly spread of Guar seed futures (February - March)

Source:	Reuters

Weekly spread of Guar Gum futures (February - March)

Source:	Reuters

Weekly spread of Cotton Oil seed cake futures (February - March)

SPREADS

1,726	

1,743	
1,766	

1,798	

1,680	

1,700	

1,720	

1,740	

1,760	

1,780	

1,800	

1,820	

Feb Mar Apr May



3 4

COTTON OIL SEED CAKE 

Fundamentals

 Cotton Oil seed cake (March) is likely to witness consolidation for few weeks in the range of 1650-1850 levels.

 Strong demand and concern about crop amid pink bollworm attack to cotton crop in key growing regions have pushed cotton seed oilcake prices 

sharply up this season.

 Cotton seed oilcake prices so far, this season (Oct’17 -Sept’18) rose to Rs 1888/100kg at the Akola spot market. 

 The recent correction in cotton seed oilcake prices was attributed to poor domestic demand due to ample availability of other feed material at very 

competitive rates.

 Milk prices in key producing states are steady compared with same period last year.

 Milk production, which was around 17-22 million tonnes in the 1960s, increased to 165.4 million tonnes during 2016-17. Particularly, it has increased 

by 20.12% during 2016-17 in comparison to 2013-14. Similarly, per capita availability has increased from 307 grams in 2013-14 to 355 grams in 2016-

17, registering 15.6% growth.

 At present, the demand from cattle feed manufacturers or farmers has slowed down as they have opted to shift to cheaper substitute like pulses 

chunni, along with grains, mainly millets (bajra) and maize (makka).

 Cottonseed oilcake is available in the range of Rs 1,675/100k in Kadi, whereas pulses (tur, chana, urad, moong) chunni and grains (millets and maize) 

is available in the range of Rs 1000-1425.

 Cottonseed oilcake production during the first three month (Oct-Dec) of current season 2017-18 is estimated higher around 24.25 lakh tonnes. 

Cottonseed oilcake stock in the country is pegged somewhere around 3.60 lakh tonnes, which is sufficient to cater present poor demand.

 It is estimated that the country has received around 141 lakh bales (170kg each), 40% of estimated production of 350 lakh bales this season, which 

means that still 60% of cotton is left with farmers.

 Ample availability of cotton seed oilcake stock along with other substitutes, lackluster demand is expected to weigh on prices.

Source:	Reuters	&	SMC	ResearchSource:	NCDEX Closing	as	on	31st	January,	2018

 S3 S2 S1 Pivot R1 R2 R3

 1491 1583 1663 1755 1835 1927 2007

Historic returns of Cotton Oil seed cake futures
during month of February

Forward curve of Cocud futures

5.41%

0.83%

-5.94%

5.00%

-5.59%

11.20%

-0.46%

5.39%

8.39%

1.39%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

8%

10%

12%

14%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source:	Reuters

Weekly spread of Guar seed futures (February - March)

Source:	Reuters

Weekly spread of Guar Gum futures (February - March)

Source:	Reuters

Weekly spread of Cotton Oil seed cake futures (February - March)

SPREADS

1,726	

1,743	
1,766	

1,798	

1,680	

1,700	

1,720	

1,740	

1,760	

1,780	

1,800	

1,820	

Feb Mar Apr May



5

SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related 

activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI (Metropolitan Stock Exchange of India Ltd.) and M/s SMC Comtrade Ltd is a registered 

member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL and 

NSDL. SMC’s other associates are registered as Merchant Bankers, Portfolio Managers, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI as a Mutual Fund Distributor. 

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in 

securities/commodities market.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any 

warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks involved before making any investment decision. The 

research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of the subject commodity.

DISCLAMIER: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. It is only for private circulation and use. 
The Research Report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the contents 
of this Research Report. The Research Report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of the SMC. The contents of this material are general and are 
neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage that may arise to any person due to any action 
taken on the basis of this Research Report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an individual client or a corporate/s or 
any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the macro and micro factors given at a 
certain period of time. The person should use his/her own judgment while taking investment decisions. 

Please note that SMC its affiliates, Research Analyst, officers, directors, and employees, including persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short 
positions in, and buy or sell the commodity thereof, mentioned here in or (b) be engaged in any other transaction involving such commodities and earn brokerage or other compensation or act as a market maker in the 
commodities discussed herein(c) may have any other potential conflict of interest with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of 
Delhi High court. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.


	Page 1
	2: Kapas
	3: Guar
	4: Cotton Oil
	Page 5
	Page 6

