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Domestic market fundamentals
·Sugar futures (Oct) is expected to trade in the range of 3700-

3900 levels with upside getting capped as the exports have 
halted.

·An export duty of 20 per cent was levied in mid-June on locally 
produced sugar, to ensure adequate domestic availability and 
curb price increase. It has inadvertently also impacted export of 
raw sugar, imported for re-export, and Customs authorities are 
seeking a 20 per cent duty.

·The notification sought to impose export duty of 20 per cent on 
(domestic) raw, white or refined sugar. However, it did not clarify 
that raw sugar imported for re-export needs to be exempted. It is 
learnt container-loads of sugar weighing about 200,000 tonnes 
from domestic refineries are awaiting this clarification and have 
been stranded at Kandla and Mundra ports for over a week. This 
refined sugar was bound for markets in West Asia and Africa.

·The fundamentals remained absolutely unchanged over the past 
two months, with stable sugar prices. Hence, there is no 
particular trigger which drove stocks. Sugar prices remained 
between Rs 33 and Rs 34.50 a kg.

·It is stated by the Ministry of Consumer Affairs, Food & Public 
Distribution, that there is more than enough sugar in the country 
to meet the domestic requirement. Even in coming sugar season 
2016-17, there would be no shortage of domestically produced 
sugar in India.

·During the current Sugar Season 2015-16, India had started with 
a carryover stock of 9 million MT of sugar. The production of sugar 
has been estimated at about 25.1 million MT in the current sugar 
season while demand about 25.5 million MT. Exports being low, 
the stock position at the close of the current sugar season (Sept. 
2016) will stand at 7 million MT which will be carried forward for 
the next sugar season 2016-17 

·Thus with the closing stock of about 7-7.5 million tonnes, and the 
estimated production of about 23 - 24 million tonnes, during 
2016-17, the total availability of sugar during 2016-17 season 
will be over 31 million tonnes, against the domestic demand of 
about 26 million tonnes.

·ICRA estimates domestic sugar production at around 25.2 million 
metric tonnes (MT) during the sugar year1 2016 (SY2016), a 

MARKET MOVEMENT AHEAD

Commodity: SUGAR (Oct) Range: 3700-3900
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decline of 11% over the previous year. Lower production along 
with exports of around 1.6 million MT, is likely to bring down the 
closing stocks to around 7.6 million MT in SY2016 from around 9.5 
million MT in SY2015.

·The decline in production has mainly been driven by a severe 
drought in the largest sugar-producing state, Maharashtra, which 
impacted sugar cane availability, and therefore, the production in 
Maharashtra is estimated to decline by 20% to around 8.4 million 
MT. In UP, production during SY2016 is estimated to decline by 4% 
to around 6.8 million MT and in Karnataka by 16% to 4.1 million MT 
while production is expected to marginally increase in Tamil Nadu.

·Exports scenario: With sugar prices in the local market ruling 
higher than international prices, the 20% export duty on sugar is 
unlikely to have any negative impact on price realisation and profits 
of sugar mills. Domestic sugar realisations for mills — at around 
35,000 per tonne in the north and 33,000 per tonne in south and 
western India — are already higher than current export 
realisations.

·Sugar cane arrears in India have plunged to 42.3 billion rupees 
($624.77 million) from a record 218 billion rupees last year, as a 
rally in the prices of the sweetener allowed mills to pay farmers 
stipulated prices.

International market fundamentals

·Raw sugar futures are gaining, finishing their strongest week of 
gains in four months, buoyed by a falling dollar and weak 
production figures in top-producer Brazil after heavy rainfall.

·The weaker dollar, along with waning concerns last week's Brexit 
vote would dampen growth and demand for raw materials, boosted 
commodities across the board.

·Brazil's center-south cane belt processed 25.8 million tonnes of 
cane in the first half of June, compared to 32.4 million tonnes in the 
second half of May, an amount 34 percent below what was seen this 
time last year, industry group Unica said last week.

·The early June crush, hampered by intense rains, came far below 
market expectations for a number between 30 and 32 million 
tonnes. Sugar output reached 1.19 million tonnes in the first half of 
June versus 1.68 million tonnes late in May.

Volume

Open interest
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Domestic market fundamentals

·Kapas futures (April '17) will possibly continue its bull run 
& test 980 levels, taking support near 915 levels.

·Even though the monsoon has picked up pace over the past 
week, sowing of rain-fed kharif crops is lagging behind last 
year's numbers, according to data released by the agriculture 
ministry last week.

·Data released by the farm ministry shows that so far cotton has 
been planted in about 3 million hectares, nearly half the area of 
6 million hectares planted by this time last year. Lower sowing 
has been reported from states like Gujarat, Maharashtra, 
Punjab, Telangana and Andhra Pradesh.

·As stated by the International Cotton Advisory Committee, 
cotton area in India is expected to expand by 1% to 12 million 
hectares in 2016/17, and production to increase by 8% to 6.3 
million tons. Better monsoon weather may boost yield by 6% to 
521 kg/ha, though pest pressure remains a concern.

·Buyers are opting cautious approach at the higher level amid 
poor demand for finished products like cotton yarn and 
garments.

·Mills have turned sidelined after cotton prices in North India 
has rose to 2-year high of Rs 4,500/maund, highest level since 
June 2014.

·India's cotton imports in the year ending September are seen 
exceeding the Cotton Advisory Board's target of 1.1 mln bales (1 
bale = 170 kg), as domestic prices continue to remain high.

·It is reported that India has already signed contracts to import 
0.9-1.0 mln bales in Oct-May, up 31% from a year ago. For the 
rest of the cotton season, the country is expected to see a spurt 
in imports due to tight supply to textile mills, as well as high 
domestic prices of the fibre.

·If the trend continues, then mills, especially the mid- and small-
sized units, will take a beating on margins. The larger mills are 
tiding over the problem through imports. Domestic mills prefer 
to source cotton from various destination which is cheaper than 
domestic cotton.

Commodity: Kapas (April '17) Range: 915-980

®
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·India cotton imports this season could even touch 2 million bales 
in case the domestic cotton continued to ride high. Further there 
is very thin availability of cotton in the country amid poor crop in 
2015-16 season.

·The balance sheet (October 2015-Septembre 2016) likely to be 
very-very tight going forward as crop harvesting may be delayed. 
Further cotton acreage has dropped quite significantly in 
northern region (Punjab-Haryana and Rajasthan).

International market fundamentals

As stated by the International Cotton Advisory Committee:

·The world cotton area is expected to contract by 1% to 31 million 
hectares in 2016/17, the average yield is projected to improve by 
5% to 735 kg/ha, which would cause production to increase by 
5% to 23 million tons.

·Global consumption is forecast to remain at 23.6 million tons in 
2016/17 as low prices for competing fibers make cotton less 
attractive. 

·Consumption in China is projected to decline by 5% decline to 6.8 
million tons. However, mill use is likely to grow by 11% to 1.2 
million tons in Vietnam and by 10% to 1.2 million tons in 
Bangladesh. 

·Despite declining demand for imports of cotton yarn by China in 
2015/16, mill use in India is expected to recover by 3% to 5.4 
million tons and in Pakistan by 1% to 2.2 million tons.

·China's imports are expected to decrease by 8% to 947,000 tons 
as the Chinese government continues to restrict imports in order 
to reduce its sizeable stocks of cotton. However, imports outside 
of China are forecast to increase by 3% to 6.5 million tons.

·World stocks at the end of 2016/17 are projected to decrease by 
5% to 20.4 million tons as mill use exceeds production by 930,000 
tons. Ending stocks in the rest of the world are forecast to rise by 
3% to 8.7 million tons, though the stock-to-use ratio outside of 
China would be similar to the 36% registered last season.
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Fundamentals

·Mentha oil (July) is expected to trade with a downside 

bias & fall towards 840 levels. Any short covering may face 

resistance near 885 levels. 

·Mentha oil is firm in Rampur, Sambhal and Chandausi market, 

while ruled almost flat in Barabanki as demand in the spot 

market is normal.

Mentha Oil (July) Range: 810-885

®
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·However supplies in the spot market are on the lower side due 

to lower rates and rainfall in few regions.

·Around 70-75 percent of crop has been already harvested and 

crop is likely to better than earlier estimates.
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Forward curve of Other Commodities
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Forward curve of Sugar M futures

As per closing on 6th July 2016
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Monthly seasonal price movement  of Other Commodities
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SMC Global Securities Limited is proposing, subject to receipt of requisite approvals, market conditions and other considerations, a further public issue of its equity shares and has filed a Draft Red Herring Prospectus 
(DRHP) with the Securities and Exchange Board of India (SEBI). The DRHP is available on the website of the SEBI at www.sebi.gov.in and the website of the Book Running Lead Managers i.e. Tata Securities Limited at 
www.tatacapital.com and IL&FS Capital Advisors Limited at www.ilfscapital.com. Investors should note that investment in equity shares involves a high degree of risk. For details please refer to the DRHP and particularly 
the section titled Risk Factors in the Draft Red Herring Prospectus.

Disclaimer:

This report is for the personal information of the authorized recipient and doesn’t construe to be any investment, legal or taxation advice to you. It is only for private circulation and use .The 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 the report. The 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 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 we and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance if this material;(a) from time to time, may have long or short 
positions in, and buy or sell the commodities 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.

For further any queries, please contact

Subhranil Dey Sr. Research Analyst subhranildey@smcindiaonline.com

Ph.: 011-30111000 

Extn.: 674
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