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Domestic Fundamentals: Soybean futures (April)

Fundamentals

 Soybean futures are maintaining an uptrend since past 5 months on the national bourse as well as on the spot markets. But, looking at the present scenario, it 

seems that the price rally is over stretched & in days to come the April contract may face resistance near 4000 levels. However, any sharp downside is not 

expected owing to estimates of lower output, hence it is expected that is may take support near 3600 levels. 

 At present, the soybean prices in the domestic market are trapped amidst mixed fundamentals of demand & supply. On one side, the spot markets are witnessing poor 

arrivals, whereas on the contrary the demand side is also dull.

 The demand of soybean from millers in recent weeks due to slow off take of soymeal in domestic as well as international market.

 Amid poor demand of soymeal, millers have been compelled to sell soymeal at lower price level which has affected their crush margin. 

 Millers are not interested in procuring soybean at higher price 

level due to sluggish demand in domestic as well as 

international market.

 Indian soybean meal (CIF, Rotterdam) tentatively was priced at 

$522 per tonne against $450. The disparity has now narrowed to 

$72 versus $48 on March 1, 2018.

 Traders are reporting that domestic demand of soymeal from poultry feed manufacturer has declined 

as poultry farmers are gradually reducing the placement of chicks. From March on wards summer 

season starts and consumption of broiler chicken starts declining which leads to slow placement of 

chicks. 

 On the other hand, farmers and stockiest are still holding stocks, as most of them are anticipating 

higher prices in near term. They are expecting soybean prices to rise to Rs.4000-4200 per quintal in 

near term and then they might gradually liquidate their stock.

Source:	Reuters	&	SMC	Research
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Fundamentals

 In days to come, it will be interesting to watch whether U.S soybean futures (May) clears the resistance near $10.90 a bushel. As the overall sentiments are bullish, 

it is expected that this oilseed in the international market is likely to trade with an upside bias & move towards $11.30 a bushel taking support near $10.40 a bushel 

 On CBOT, U.S soybean futures are near to seven month high owing to as dry weather across key producing regions in Argentina crimps production from one of the world's 

largest exporters.

 Soybean in the physical market for delivery in May 2018 hit $10.82 ½ /bushels - their highest level since June 2017.

 With the delay of Brazil’s harvest and persistent rains, there are fears that there will be a backlog in March of getting beans out of the fields, transported to the ports and then 

find storage space.

 The forecast is calling for more wet weather across central Brazil with dryer than normal weather across far southern Brazil. A dearth of rain in Parana, the second largest 

soybean producing state in Brazil, helped farmers bring in the beans over the past week, according to consultants AgRural, with nationwide harvest rates jumping 10% to 35%. 

The figures compare with 47% at this stage last year and 37% average over the past five years.In the rest of the country, the harvest reached 11% in Santa Catarina, 38% in 

São Paulo, 29% in Minas Gerais, 5% in Bahia, 1% in Maranhão, 7% in Tocantins, 1% in Piauí, 13% in Pará and 60% in Rondônia. The only state that has not started its harvest 

is Rio Grande do Sul, where the harvest usually begins in mid-March.

 The drought afflicting Argentina since November has shriveled soy yields to the point that farmers have slashed harvest estimates by about 10 million tons, with final crop 

forecasts consolidating under the 50 million tons mark.

 Argentina has attracted attention from traders betting that a poor harvest will increase demand for U.S. crops. Weather forecasts showed dryness extending through much of 

the country's crop belt into at least for a few days more. 

 Looking at the lucrative returns, American farmers are set to increase their soy plantings to a record 90.69 million acres, according to the average estimate in a Bloomberg 

survey of 21 trading firms and analysts. If it happens, for the first time in 35 years, soybeans are poised to steal the crown of U.S. crop king from corn.

 There is another side to look upon - the dwindling exports of U.S soybean. According to USDA, U.S soybean exports for 2017/18 are projected at 2,100 million bushels, down 

60 million from last month, reflecting shipments and sales through January and increased export competition on larger supplies in Brazil. The drop underlines concerns about 

a slide in U.S. sales to the world’s top soybean buyer because of declining protein levels in U.S. soybeans, allowing Brazil to lure customers with its own higher-protein crop.

 Since last year, Brazil’s soybean export to China grew to the largest on record in 2017 and looks set to expand again this year, helped by competitive prices as well as the high 

protein content of its beans.

Forward Curve of U.S Soybean futures (COBT) Historic return of  U.S Soybean futures (CBOT)
in the month of March

3856.00

3896.00

3951.00

3974.00
3982.00

3780.00

3800.00

3820.00

3840.00

3860.00

3880.00

3900.00

3920.00

3940.00

3960.00

3980.00

4000.00

Mar Apr May Jun Jul

1064.40

1074.60

1083.00
1081.00

1060.20

1045.40

1,020.00

1,030.00

1,040.00

1,050.00

1,060.00

1,070.00

1,080.00

1,090.00

Mar May July Aug Sept Nov

-1.66%

-2.89%

15.63%

9.52%

3.52%

1.72%

9.44%

-2.79%

-5%

0%

5%

10%

15%

20%

2010 2011 2012 2013 2014 2015 2016 2017

-1.05%

3.90%

6.81%

-4.71%

3.52%

-5.58%

6.77%

-7.71%

-10%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

8%

2010 2011 2012 2013 2014 2015 2016 2017



Domestic Fundamentals: Soybean futures (April)

Fundamentals

 Soybean futures are maintaining an uptrend since past 5 months on the national bourse as well as on the spot markets. But, looking at the present scenario, it 

seems that the price rally is over stretched & in days to come the April contract may face resistance near 4000 levels. However, any sharp downside is not 

expected owing to estimates of lower output, hence it is expected that is may take support near 3600 levels. 

 At present, the soybean prices in the domestic market are trapped amidst mixed fundamentals of demand & supply. On one side, the spot markets are witnessing poor 

arrivals, whereas on the contrary the demand side is also dull.

 The demand of soybean from millers in recent weeks due to slow off take of soymeal in domestic as well as international market.

 Amid poor demand of soymeal, millers have been compelled to sell soymeal at lower price level which has affected their crush margin. 

 Millers are not interested in procuring soybean at higher price 

level due to sluggish demand in domestic as well as 

international market.

 Indian soybean meal (CIF, Rotterdam) tentatively was priced at 

$522 per tonne against $450. The disparity has now narrowed to 

$72 versus $48 on March 1, 2018.

 Traders are reporting that domestic demand of soymeal from poultry feed manufacturer has declined 

as poultry farmers are gradually reducing the placement of chicks. From March on wards summer 

season starts and consumption of broiler chicken starts declining which leads to slow placement of 

chicks. 

 On the other hand, farmers and stockiest are still holding stocks, as most of them are anticipating 

higher prices in near term. They are expecting soybean prices to rise to Rs.4000-4200 per quintal in 

near term and then they might gradually liquidate their stock.

Source:	Reuters	&	SMC	Research

1

Source:	NCDEX Closing	as	on	6th	March,	2018

 S3 S2 S1 Pivot R1 R2 R3

 3185 3366 3608 3789 4031 4212 4454

Forward Curve of Soybean Futures (NCDEX) Historic return of Soybean futures (NCDEX) 
n the month of March

Soybean (CBOT)

2

Source:	Reuters	&	SMC	ResearchSource:	COBOT Closing	as	on	6th	March,	2018

 S3 S2 S1 Pivot R1 R2 R3

 9.23 9.51 10.03 10.31 10.84 11.12 11.64

Fundamentals

 In days to come, it will be interesting to watch whether U.S soybean futures (May) clears the resistance near $10.90 a bushel. As the overall sentiments are bullish, 

it is expected that this oilseed in the international market is likely to trade with an upside bias & move towards $11.30 a bushel taking support near $10.40 a bushel 

 On CBOT, U.S soybean futures are near to seven month high owing to as dry weather across key producing regions in Argentina crimps production from one of the world's 

largest exporters.

 Soybean in the physical market for delivery in May 2018 hit $10.82 ½ /bushels - their highest level since June 2017.

 With the delay of Brazil’s harvest and persistent rains, there are fears that there will be a backlog in March of getting beans out of the fields, transported to the ports and then 

find storage space.

 The forecast is calling for more wet weather across central Brazil with dryer than normal weather across far southern Brazil. A dearth of rain in Parana, the second largest 

soybean producing state in Brazil, helped farmers bring in the beans over the past week, according to consultants AgRural, with nationwide harvest rates jumping 10% to 35%. 

The figures compare with 47% at this stage last year and 37% average over the past five years.In the rest of the country, the harvest reached 11% in Santa Catarina, 38% in 

São Paulo, 29% in Minas Gerais, 5% in Bahia, 1% in Maranhão, 7% in Tocantins, 1% in Piauí, 13% in Pará and 60% in Rondônia. The only state that has not started its harvest 

is Rio Grande do Sul, where the harvest usually begins in mid-March.

 The drought afflicting Argentina since November has shriveled soy yields to the point that farmers have slashed harvest estimates by about 10 million tons, with final crop 

forecasts consolidating under the 50 million tons mark.

 Argentina has attracted attention from traders betting that a poor harvest will increase demand for U.S. crops. Weather forecasts showed dryness extending through much of 

the country's crop belt into at least for a few days more. 

 Looking at the lucrative returns, American farmers are set to increase their soy plantings to a record 90.69 million acres, according to the average estimate in a Bloomberg 

survey of 21 trading firms and analysts. If it happens, for the first time in 35 years, soybeans are poised to steal the crown of U.S. crop king from corn.

 There is another side to look upon - the dwindling exports of U.S soybean. According to USDA, U.S soybean exports for 2017/18 are projected at 2,100 million bushels, down 

60 million from last month, reflecting shipments and sales through January and increased export competition on larger supplies in Brazil. The drop underlines concerns about 

a slide in U.S. sales to the world’s top soybean buyer because of declining protein levels in U.S. soybeans, allowing Brazil to lure customers with its own higher-protein crop.

 Since last year, Brazil’s soybean export to China grew to the largest on record in 2017 and looks set to expand again this year, helped by competitive prices as well as the high 

protein content of its beans.

Forward Curve of U.S Soybean futures (COBT) Historic return of  U.S Soybean futures (CBOT)
in the month of March

3856.00

3896.00

3951.00

3974.00
3982.00

3780.00

3800.00

3820.00

3840.00

3860.00

3880.00

3900.00

3920.00

3940.00

3960.00

3980.00

4000.00

Mar Apr May Jun Jul

1064.40

1074.60

1083.00
1081.00

1060.20

1045.40

1,020.00

1,030.00

1,040.00

1,050.00

1,060.00

1,070.00

1,080.00

1,090.00

Mar May July Aug Sept Nov

-1.66%

-2.89%

15.63%

9.52%

3.52%

1.72%

9.44%

-2.79%

-5%

0%

5%

10%

15%

20%

2010 2011 2012 2013 2014 2015 2016 2017

-1.05%

3.90%

6.81%

-4.71%

3.52%

-5.58%

6.77%

-7.71%

-10%

-8%

-6%

-4%

-2%

0%

2%

4%

6%

8%

2010 2011 2012 2013 2014 2015 2016 2017



3

Mustard futures (April)

Source:	Reuters	&	SMC	ResearchSource:	NCDEX Closing	as	on	6th	March,	2018

 S3 S2 S1 Pivot R1 R2 R3

 3897 3975 4030 4108 4163 4241 4296

Fundamentals

 If we take a closer look on the price movement of mustard on the national bourse, it is clearly visible that the counter is trading near to its 10 month high of 4262 

levels. At present, the upside is being buoyed by the recent hike in import duty of edible oils, but the respective underlying fundamentals of mustard seed is 

bearish due to negative parity of crushing & dull demand for its derivatives. Hence, in days to come, it is expected that the gains may be short lived as the April 

contract may face resistance near 4380 levels. However, there are constraints on the supply side due to projections of lower output, hence a steep downside is 

not expected as the counter may take support near 4000 levels.

 Mustard seed and its derivatives are trading lower at the key markets across Rajasthan due to rising new crop supply amid clear weather.

 The decline in mustard seed prices are also being attributed to slow demand from crushers amid disparity in crushing and restricted demand in mustard oil and mustard cake

 Mustard crushing parity is still in negative territory at Rs.297 per ton.

 Mustard seed prices in the near term is expected to trade sluggish as new crop supply will 

weigh on its prices, but sharp fall in prices will be restricted on estimation of lower crop this 

season.

 Traders are eying the upcoming spurt in arrivals& in days to come are likely the supplies 

may rise as it generally tend to pick up from mid-March onward.

 Crushers are waiting for prices to decline to procure the raw material at the lower level, 

however mustard seed prices so far managed to trade steady in recent weeks in the range 

of 4050-4200 levels on the national bourse due to estimate of lower production.

 However, the total supply this year may not decline significantly as highercarryover stocks 

may compensate for the likely fall in output.

 The country's mustard production is estimated to decline by 3.72 percent to 6.33 million 

tons in the current 2017-18 crop year ending June due to lower acreage, as per the joint 

survey of Solvent Extractors' Association of India and Mustard Oil Producers Association. 

 The decrease in mustard production is mainly due to 5.27 percent drop in acreage at 6.68 

million hectares in the current Rabi season. Total acreage stood at 7.06 million hectares 

in the previous Rabi season. 

 While mustard seed output in Uttar Pradesh is projected up at 9.5 lakh MT versus 8.25 lakh MT.

 Output in Rajasthan, the largest producing state, is estimated to fall to 24.50 lakh MT from 

29.50lakh MT a year ago.

 Output in Madhya Pradesh is also likely to be unchanged at 6.75 lakh MT but may go up in 

West Bengal to 4.25 Lakh MT.

Historic return of  RM Seed in the month
of March

Forward Curve of Mustard futures (NCDEX)
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Edible oil complex (Domestic Fundamentals)

Source:	Reuters	&	SMC	ResearchSource:	NCDEX Closing	as	on	6th	March,	2018

Fundamentals

  CPO futures on MCX are at all time high & the main reason attributed to this rise in the hike in import duty to the highest in a decade. At this point of time, taking 

fresh positions in this counter would be a high risk, hence it is recommended to buy on dips, as some correction is expected in near term. Overall, the sentiments 

are bullish for CPO futures (March) & it is expected to test 670-700 levels, taking support near 610-615 levels.

 India its import tax on crude palm oil to 44 per cent from 30 per cent and lifted the tax on refined palm oil to 54 per cent from 40 per cent, in a bid to support local farmers.

 The duty hike would narrow the difference between palm oil and soft oils like soyoil and sunflower oil, making it lucrative for refiners to increase purchases of soyoil and 

sunflower oil in coming months.

 On 1st March, landed cost of crude soyoil at Mumbai port was $812 per tonne, compared to $695 for crude palm oil, according to data compiled by trade body SEA.

 The Oil Palm Developers and Processors Association (OPDPA) has welcomed the Centre’s decision to increase import duty by 14 percentage points each on crude palm oil 

and RBD (Refined, Bleached and Deodorised) palmolein. This is the third hike in the last six months. The move would benefit oil palm farmers as it would get them better 

realisation. As a result of the hikes, the price per ton of fresh fruit bunches supplied by the farmers has gone up from ₹6,781 per ton in July 2017 to around ₹9,000.

 India produces a very little quantity of nearly 10 million tonnes of CPO imports annually, comprises two-third of India's total import, yet a sharp increase in its import duty would 

help increase prices of other edible oil variants like refined soya oil, mustard oil etc.

 In the Bursa Malaysia Palm Oil Conference 2018, India’s Palm oil imports seen at 9.95 million tons vs 9.85 million tons estimated earlier.

 This month refined soy oil futures made a yearly high of 802 amid hike in import duty of edible oils. In days to come, in April contract more of an upside can be 

seen towards 815 levels. But, we recommend buying on dips as the counter may witness some profit booking from higher levels, but may take support near 760 

levels.

 Generally, the bulk buyers get sidelined & avoid taking fresh positions at such higher levels. 

 Apart from demand-supply factors, Rupee will play a very important role in deciding the direction of the edible oil prices in the domestic market. 

 In days to come, rupee might trade weaker against Dollar& move towards 65.50-65.70. This might give positive cues to the domestic edible oil prices & hence the upside of the 

cooking oils may remain intact.

 Stock of soy oil at port has decreased to 95,323 ton as of 26th February vs 1,06,911 on 19th February which is also lending support to soy oil prices. 

 Soy oil Degum price during the week ended on February 24, gained by $808 to trade at 808 per ton in dollar terms (CNF) whereas it gained by Rs.10 to trade at Rs.802/10kg in 

rupees term at Kandla port.

 S3 S2 S1 Pivot R1 R2 R3

 555 575 609 628 662 681 715

 722 740 766 784 809 827 853

Historic return of  Soybean Oil futures (NCDEX)
in the month of March

Forward Curve of Refined Soy oil futures (NCDEX)

Edible oil complex (Domestic Fundamentals)

 However, we would recommend to buy on dips with a view of more upside in long term as there are concerns in the supply side in the wake of unsatisfactory oilseed production this year.

 India’s yearly edible oil import bill is estimated to reach around Rs.650 billion fuelled by import of 15 million tons of cooking oil, Soybean Processors Association (SOPA) survey.

 In the Bursa Malaysia Palm Oil Conference 2018, it was estimated that India is seen importing 3.1 million tons of soyoil in the oil year starting October 2017, compared with 

January estimate of 3.2 million tons

 For the harvesting year 2017-18, SOPA survey estimates that soybean production will be touching 8.35 million tons. It comes at 24 percent lower when compared to yield of 

10.9 million tons last year.
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 However, we would recommend to buy on dips with a view of more upside in long term as there are concerns in the supply side in the wake of unsatisfactory oilseed production this year.

 India’s yearly edible oil import bill is estimated to reach around Rs.650 billion fuelled by import of 15 million tons of cooking oil, Soybean Processors Association (SOPA) survey.
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Edible oil complex (International market fundamentals)

Source:	Reuters	&	SMC	ResearchSource:	CBOT Closing	as	on	6th	March,	2018

 S3 S2 S1 Pivot R1 R2 R3

 2361 2403 2481 2523 2601 2643 2721

 29.50 30.56 31.39 32.45 33.28 34.34 35.17

Fundamentals

 CPO futures (May) on the Bursa Malaysia Derivatives is expected to witness a consolidation in the range of 2350-2550 MYR per ton. The counter is trapped in the 

bearish zone amid rising inventories & slowed down exports.

 Malaysia palm oil price is trading in the negative zone since the beginning of the year in the range of 2433-2641 MYR per ton. The upside was short lived due to supply 

pressure from US soybean oil and import tax raised from India.

 India, the world’s biggest edible oil importer, raised its import tax on crude palm oil to 44 per cent from 30 per cent and lifted the tax on refined palm oil to 54 per cent from 40 per 

cent, in a bid to support local farmers.

 The stronger ringgit is making palm oil to be more expensive and reducing buying power for all the importers from other nations.

 Another key factor that is pressuring the price of palm oil is stockpiles. The high inventory level and weak demand will keep palm oil prices down for Malaysia. The price 

slumped since the start of November 2017. Based on reports from MPOC, the inventories for January in 2016 was 2.309 million, 1.541 million for January 2017, and 2.548 

million for January 2018. The high palm oil inventory is making producers to spend more on maintaining the quality of their palm oil stocks. This will not only increase their 

expenditure but also lower their revenue due to low demand.

 China's palm oil imports palm oil imports in 2017/18 are expected to decline to 4.8 million tons as compared 4.881 million tons a year ago as the country instead boosts 

purchases of soybeans, giving it ample supplies of domestically produced soyoil.

 Malaysia’s Government’s decided to suspend export taxes on CPO for three months, starting January 8, 2018, to spur prices and reduce the inventories of palm oil in the 

country. Nevertheless, this alternative has not done much to deter falling prices.

 Malaysia and Indonesia are currently worried about the European Parliament’s decision to ban the use of the commodity in motor fuels.

 This ban is expected to commence on 2021. The ban was also put in place in an effort to forbid deforestation and to meet Europe’s more ambitious climate goals. This anti-

palm oil campaign will trigger the apprehension within the palm oil market as exporters worry about the possibility of low demand of palm oil.

 Crude palm oil (CPO) output and exports from Indonesia, the world's top producer, likely post a small increase in January, a Reuters survey showed. Stockpiles of CPO at the 

end of January are seen at 3.70 million tons. GAPKI said Indonesia held 4.02 million tons of CPO in stockpiles at the end of 2017. It also estimated that 2018 crude palm oil 

output would grow 10 percent from 38.17 million tons last year.  

 U.S Ref. soy oil (May) is giving a lower closing since past five months & the same trend is likely to persist in days to come, as we may see the counter to trade with 

a downside bias in the range of $31-33 cents per pound.
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 Funds are much less enthusiastic about CBOT soybean oil, extending their net short futures and options contracts.

 When we look at USDA’s first 2018 acreage estimates, U.S Soybean oil use is also projected up, by 1.2%, to 21.35 billion pounds. But it would leave soybean oil ending stocks 

in 2018/19 at a projected 1.576 billion bushels, 3% higher year-over-year.
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