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Domestic market fundamentals
·Sugar futures (Oct) is expected to trade with a bearish bias 

& the downside may get extended towards 3575 levels, 
while any short covering may face resistance near 3800 
levels.

·Regarding, balance of demand & supply, 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.

·The Union Cabinet approved provision of production subsidy to 
sugar mills on the basis of actual exports and supply of ethanol. 
The sugar subsidy was earlier meant to be disbursed on the 
basis of estimated exports and ethanol output. 

·In a release, the government said, "Initially, the export quota 
target was scaled to 15.70 kg of sugar for each tonne of 
estimated cane crushing. Now, the export quota would be 
revised on a scale of 15.70 kg of sugar for each tonne of cane 
actually crushed by the mills during current sugar season or 
previously notified minimum indicative export quota (MIEQ) 
target, whichever is lower. 

·94% of cane dues payable on Fair and Remunerative Price basis 
for the sugar season 2015-16 has been cleared. Cane Price 
Arrears of Rs. 3269 crores on Fair and Remunerative Price basis 
and Rs. 6582 crores on State Advised Price basis are 
outstanding against the sugar mills. 

·The government plans to impose monthly release quota on 
mills to tame retail prices of the sweetener, which had risen 
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30% in the 10 months to July. 

·Sugar prices are down in the wholesale market of Muzaffarnagar, 
a key trading centre of Uttar Pradesh due to sluggish buying. 
Buyers stayed away anticipation more correction in prices. 

·M-grade sugar traded at Rs. 3,840/100kg and S-grade sugar was 
priced at Rs. 3,810/100kg. Supply as well as demand for the 
sweetener remained weak at current levels.

·At Vashi market, spot prices at Vashi market for S-grade sugar 
were quoted at Rs. 3,665-3,765/100kg while M-grade sugar 
traded at Rs. 3,755-3,865/100kg.

·Bombay Sugar Merchant Association's spot rates for S-grade of 
sugar were quoted at Rs. 3,662-3,776/100kg and M-grade of 
sugar traded at Rs. 3,750-3,876/100kg. Naka delivery mill rates 
shot up. S-grade sugar was offered at Rs. 3,640-3,740 and M-
grade was quoted at Rs. 3,720-3,840/100kg.

International market fundamentals

·Speculators cut their net long position in raw sugar contracts on 
ICE Futures U.S. for a sixth straight week in the week ended 
August 2, U.S. government data showed.

·Raw sugar futures on ICE rallied more than 3 percent on a late-day 
buying spree for the second straight session on 5th Aug 2016, 
lifting prices well above the key 20-cents-per-lb level to the 
highest in more than three weeks. October whites settled up 
$8.70, or 1.6 percent, at $551.40 per tonne.

·Industry group Unica said on July 21 that cane availability in 
Center-South for the next year will be smaller than this year, as 
lack of investments in sugar-cane renewal should lead to lower 
yields.

·World sugar consumption will outpace production by 3.8 million 
tons in the 2016-2017 season, which starts in October, according 
to the International Sugar Organization.
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Domestic market fundamentals
·Kapas futures (April '17) is expected to consolidate in the 

range of 940-1040 levels, as the market participants are 
cautious till the arrivals of fresh produce of this season 
starts.

·Cotton prices are steady in certain markets of Central India on 
Saturday amid rigid supply and good demand from domestic 
mills.

·Small textile mills are enquiring for the commodity in order to 
meet their immediate commitments, but lack of cotton stock is 
making it difficult for the mills to meet their requirements, 
inclining them to depend on the imported cotton.

·Mills have turned active since last couple of days and buying all 
cotton for inventory purpose and new crop supply is expected 
to delay by at least 20 days due to delay sowing amid later 
monsoon arrival.

·The major factor which is pushing the market is prospects for 
delay in arrivals of new crop and lower availability of cotton 
from 2015-16 crop due to lower production.

·As per the kharif sowing report released by the Ministry of 
Agriculture, Gujarat sowing acreage declined by 12.56 percent 
compared to previous year 2015-16 due to irregularities in the 
rainfall and lower prices in the recent years.

·However, the crop condition is much better in Gujarat compared 
to previous month and farmers have reported good crop growth 
and sufficiency in rains and moisture conditions.

·The cotton sowing has been completed in North India few 
weeks earlier and the crops are reported to be in good condition 
as of today. If the weather remains favorable in August and 
September then we will receive a good yield during harvesting 
period helping to stabilize prices in the future.

International market fundamentals
·Cotton futures hit fresh two-year highs on 5th August 2016, 

following through from Thursday's rally when prices broke 
through the key 75-cent level, on speculative buying as weather 
concerns persisted. The December cotton contract on ICE 
Futures U.S. CTc2 settled up 0.91 cent, or 1.20 percent, at 76.74 
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cents per lb. It traded within a range of 75.84 and 77.98 cents a lb, 
the highest for the second-month since late June 2014.

·Speculators boosted their net long position in cotton contracts on 
ICE Futures U.S. to their highest levels in 8-1/2 years in the week 
ended August 2, U.S. government data showed on 5th August 
2016.

Highlights of cotton scenario stated by International Cotton 
Advisory Committee:
·International cotton prices jumped to over 80 cents/lb in the 
second half of July 2016 from an average of 70 cents/lb for the rest of 
the season. 
·Significantly lower crops in the five largest producing countries 
and higher than expected demand led to tighter stocks at the end of 
2015/16, at which time world ending stocks were estimated to have 
fallen by 12% to 19.7 million tons. 
·Stocks outside of China have decreased by 9%, to 8.4 million tons, 
which is the lowest level since 2010/11, when they reached 8.3 
million tons. Furthermore, strong demand in China has reduced its 
national stocks by 12%, to 11.3 million tons.
·In 2016/17, world production is predicted to increase by 8%, to 
22.9 million tons. Gains in India, the United States, Pakistan and 
Brazil will offset the loss of production in China in 2016/17.
·Although world production is expected to increase in 2016/17, 
consumption is projected to remain stable at 23.9 million tons. Mill 
use in China, the world's largest consumer, is forecast to decrease by 
3%, to 7.1 million tons, due to high cotton prices, low polyester 
prices, and limited imports. However, mill use may stage a modest 
recovery in India and Pakistan, where consumption is projected to 
increase by 2%, to 5.3 million tons, and by 1%, to 2.2 million tons, 
respectively.
·World imports are forecast to increase by 4%, to 7.5 million tons, 
as mill use continues to grow in countries that rely on imports. 
Shipments received by the world's two largest importers, Vietnam 
and Bangladesh, are expected to rise by 19%, to 1.26 million tons, and 
18%, to 1.21 million tons, respectively.
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·Guar seed futures (Oct) is expected to consolidate in the 

range of 3500-3900 levels, as the market participants are 

cautious & watching the production scenario.

·Guar gum futures (Oct) is expected to consolidate in the 

range of 6200-7745 levels & the gains may remain capped 

owing to lesser exports & bearish crude oil prices. 

·Guar seed & Guar gum are steady owing to inputs of low 

sowing area.

·For seed production of view sowing of Gaur has almost 

completed. Some farmers may opt to sow Guar now for green 

manure, so that they can mix in soil and start the winter crop 

sowing in October.

·Guar seed acreage totaled nearly 18 lakh hectares in 

Rajasthan, Haryana and Gujarat. According to experts most of 

the crop has been sown late and productivity hence likely to 

lower.

·Early sown crop is facing the problem of Insect attack 

especially in Haryana, Churu and Hanumangarh belt. There is 

continuous heavy rainfall in some area that will lead to disease 

attack and fast vegetative growth. 

Guar  Range: Guar seed (Oct): 3600-3900  ,  Guar gum (Oct): 6200-7745
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·Guar will grow tall and branches will not develop, which is 

important for pod formation. In late sowing crop heavy 

moisture will lead to attack of root rote disease in early stage. 

Most probably wilting will start in next 7-8 days.

·Extreme late sown crop will face the problem of shortage of time 

and crop will mature late. There will also damage of post sowing 

and seedlings will not come out. Major production will come 

from 8 lakh hectares.

·From late 12,00,000 hectares most of crop area is from desert 

area without irrigation and productivity will be very low. If 

there is more moisture in primary rainfall then there will be 

more weeds and more losses to main crop.

·This rainfall is beneficial for more than 15 days old crop. There 

will be severe damage of heavy rainfall in crops which were 

sown in last 10 days. There is heavy damage in crops which were 

sown after August 25 and later.

·Total production area of guar can touch around 20,00,000 

hectares in India. But average productivity will around 300-

400kg/hectares.

·Within next 10-15 days stockists will active in market.
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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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