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Snapshot of price movements in futures and spot markets (Aug 2016)

Source: SMC Research
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MARKET MOVEMENT AHEAD

Commodity: SUGAR (October) Range: 3360-3575

Domestic market fundamentals

Ÿ Sugar futures (October) is likely to trade with a negative bias 

& the downside might get extended towards 3360 levels, if 

the counter breaks 3450 levels. Any short covering & may 

get limited & face resistance near 3575 levels.

Ÿ Mills deliveries are very low as dealers and traders staying away 

expecting further correction in prices.

Ÿ At the spot markets, the buying is very low while dealers are ready 

to clear their stocks at current level fearing more correction 

further. 

Ÿ Sugar prices are constantly coming down as dealers and other 

participants are cautious for further steps to be taken by the 

government as a measure to tame price hikes in sugar.

Ÿ Sugar prices are extending fall in the wholesale markets due to 

poor offtake amid expectation of more correction in prices as the 

government has asked sugar mills to increase supply in the last 

month of the this sugar season.

Ÿ The government has already imposed stockholding limits on 

sugar for wholesalers and retailers, withdrawn the 4.5-rupee-per-

100 kg cane production subsidy, and imposed 20% export duty to 

rein in rising sugar prices.

Ÿ The food ministry has asked states to impose stock limit on sugar 

mills. This will be initially valid for two months-September and October.

Ÿ For September, mills have been asked to keep only 37% of the total supplies, while for Oct, it is 24%.

Ÿ Initially, the food ministry had proposed imposing stock limit on sugar mills for three months--August, September and October at 28%, 

22% and 15%, respectively.

Ÿ Meanwhile, the sugar industry is predicting stable prices, or even a price correction, for the sweetener, as there would be enough 

supplies in the local market despite an expected fall in 2016-17 production. 

Ÿ The average ex-mill sugar price in India is Rs 34.50 a kg, similar to that in 2014-15. 

Ÿ It is estimated that sugar production will be at 23-24 million tonnes in 2016-17 (Oct-Sep) and carryover stock of 7.0-7.5 million tonnes, 

the total supplies in 2016-17 would be over 31 million tonnes, against the domestic demand of around 26 million tonnes.

Ÿ ISMA said that the opening stock of 7 million tonnes and next season's output of over 25 million tonnes would be ample to feed India's 

annual demand of 26 million tonnes.

International market fundamentals

Ÿ The International Sugar Organization (ISO) has predicted a record shortfall of sugar output globally in the upcoming sugar season 2016-17 

(October-September) which may result in a consistent firm trend in the prices of the sweetener.  

Ÿ According to the first forecast for the global sugar output deficit made by the ISO, the shortfall of sugar production would be at 70.5 lakh 

tonnes in the sugar season 2016-17, the highest deficit on record.
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Ÿ With sugar production deficit at 57.4 lakh tonnes in 2015-16, the shortfall leaves the world looking at a tumble in stocks below 750 

lakh tonnes by the end of next season, said ISO. 

Ÿ Compared with demand - to form the stocks-to-use ratio which represents a major pricing metric – inventories will drop by a 

"significant" 4.9 points over 2016-17 to the equivalent of 43.2% of consumption.

Ÿ "This is the lowest level since 2010-11," the ISO said. "It is also below the seemingly critical level of 45% which eventually triggered a 

surge in raw sugar prices above 24 cents a pound" between 2009-10 and 2011-12.

Ÿ Brazil Sugar Production Declines during August 1-15:  Sugar mills in the main center-south cane region of Brazil churned out 2.97 

million tonnes of the sugar during August 1 to 15, after crushing 44.8 million canes against the 3.1million tonnes of the sweetener 

produced after crushing 49.09 million tonnes of sugarcane in the second half of July, according to the latest report of industry 

association Unica.
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Commodity: Kapas (April '17) Range: 850-935

Domestic market fundamentals

Ÿ Kapas futures (April '17) may consolidate in the range of 

850-935 levels. The gains may remain capped due to bearish 

fundamentals of lower demand from mills & higher imports. 

Ÿ The Cotton Association of India said the country's imports of the 

commodity are likely to rise 33% on year in 2016-17 (Oct-Sep) 

are to an over 10-year high of 2.0 million bales. This would be the 

highest import number since state-owned Cotton Corp of India 

started providing statistics in 2005-06.

Ÿ In the current year, imports are estimated at 1.5 million bales, 

which is also the highest since 2005-06. In 2012-13, India 

imported 1.46 million bales of cotton, data from the Cotton Corp 

showed.

Ÿ The Cotton Association of India released its first estimate for the 

next crop year, which, despite an expected 10% fall in acreage, 

showed output to be only a shade lower at 33.6 million bales 

compared with 33.8 million bales a year ago.

Ÿ The association has cut the total supply estimate for next season 

to 40 million bales from 42 million bales for the current season 

due to lower carryover stock from the current year. However, it 

has kept its demand estimate for the next season same at 30.8 

million bales.

Ÿ Cotton imports are rising in India, otherwise a net exporter, due to expectations of weak production. The sowing of cotton is down 

12.6% to 9.65 million hectares so far this year, compared with 10.57 million hectares planted by this time last year, mainly due to 

fears of pest infestations.

Ÿ Cotton Outlook has scaled down its forecast for India's 2016-17 (Aug-Jul) cotton output by 2.1% to 5.91 million tonnes from 6.04 

million tonnes estimated in July. For 2015-16, the country's cotton production is estimated at 5.75 million tonnes, it said.

Ÿ Cotton Outlook's latest forecast of global output in 2016-17 envisages an increase of 65,000 tn compared with our July assessment. A 

reduction for India was more than offset by increases for Australia, the US and the African Franc Zone.

Ÿ Global cotton consumption is seen at 23.71 million tonnes, up from 23.22 million tonnes in July, and 1.5% higher than a year ago on 

expectations of higher consumption in China and Bangladesh.

Ÿ Cotton price slipped in the major markets of North India due to lackluster demand after good rainfall.

Ÿ Mills and spinners remained sideline as they incur losses in carrying out buying at current prices due to weak demand for yarn.

Ÿ In the present scenario, many mills and spinners have preferred to consume imported cotton which was 10-15 percent cheaper in 

comparison as they wait for arrival of new cotton stocks in September which will bring down domestic prices and make it more 

competitive in the global market.

Ÿ On the other hand, Cotton ginners in Haryana announced to hold up operations until their demand is not fulfilled. They are 

demanding for VAT refunds and reduction of market fees plus Haryana Rural Development Fund (HRDF) from 4 per cent to 1.6 per 

cent as was being done since 2011-12.

Ÿ Major buyers are sideline and now eyeing on development of new crop progress, which is growing well under favorable weather 

conditions. Mills have opted to buy cotton as per immediate requirement as some more correction is likely as new crop production is 

said be more or less similar to last year's level despite fall in acreage due to improvement in yield.
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Commodity: Guar (April '17) Range: Guar seed (Oct): 3100-4000, Guar gum (Oct): 5800-6800

Domestic market fundamentals

Ÿ Guar seed futures (Oct) & Guar gum futures (Oct) will 

possibly remain in negative territory & trade in the range of 

3100-4000 levels & 5800-6800 respectively. 

Ÿ Guar seed and guar gum are witnessing bearish trend past two 

weeks and further pressures is expected amid smooth supply 

and muted demand.

Ÿ There is rainfall in Guar growing belts. The crop is in good shape.

Ÿ Hopes of a rise in yields this year, backed by favorable weather 

conditions, may further weigh on prices of guar seed.

Ÿ Demand in the spot market is not very encouraging with 

processing units are operating with existing stocks.

Ÿ No fresh export order witnessed in the spot markets.

Ÿ Expectations of a 40% fall in the area under guar seed this year 

(Jul-Jun) notwithstanding, the sentiment on the commodity is 

seen bearish in the coming months, with industry officials citing 

huge carryover stocks and slack demand overseas for its key by-

product.

Ÿ As per market estimates, there is inventory of 40,000-50,000 

metric tonnes of Guar split in market and processing activities 

are lower that's why guar korma prices are high.
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SMC Global Securities Limited is proposing, subject to receipt of requisite approvals, market conditions and other considerations, a further public offering of its equity shares and has filed the Draft Red Herring 
Prospectus with the Securities and Exchange Board of India (“SEBI”) and the Stock Exchanges. The Draft Red Herring Prospectus is available on the website of SEBI at www.sebi.gov.in and on the websites of the Book 
Running Lead Manager i.e., ICICI Securities Limited at www.icicisecurities.com and the Co- Book Running Lead Manager i.e.,  Elara Capital (India) Private Limited at www.elaracapital.com . Investors should note that 
investment in equity shares involves a high degree of risk and for details relating to the same, please see the section titled “Risk Factors” of the aforementioned offer document.

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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