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SUGAR

Fundamentals

�Sugar futures (May) may consolidate in the range of 3600-3900 levels. The downside may remain capped owing to increased consumption 

& demand of the sweetener in the ongoing summer season. 

�ISMA is of the opinion that the sugar production in 2016-17 SS would be around 203 lac tons.

�The mills in Maharashtra have almost closed their crushing operations except 17 mills and, therefore, the State is expected to produce around 42 lac 

tonnes. The sugar sales and off take from sugar mills is substantially lower as compared to last year.  Instead of seeing an increase in the sales, the 

mills are witnessing a drop in the same in comparison to last year.

�India's domestic consumption of sugar is expected to fall 3.0-3.5% to around 24 million tonnes in the current season ending September, ratings 

agency ICRA said in a report.

�Considering the opening balance of 77.5 lac tons, (which has been reported by all sugar mills to the Government) and considering an estimated 

sugar production of 203 lac tons in the current season and consumption of 238-240 lac tons, the closing balance in the current season would be 40 to 

42 lac tons.  This balance will be enough to meet the domestic requirement till almost end of November 2017.

�With higher sugarcane availability expected in next season in Maharashtra, the sugar mills in West as well as in South India should be starting their 

crushing in first half of October 2017 which is the usual practice therein.  Also, with Diwali now being earlier on 19th October, 2017, the mills in North 

India will also start by latter part of October 2017.  Hence, sugar from new season would be available in the market by end of October 2017.

�Therefore, if the opening stocks of sugar on 1st October 2017, is enough to meet the interim period, by which new sugar is available in the market, 

there is absolutely no need to supplement the domestic availability with any sugar imports.

�Sugar availability in the global market during the next season is projected surplus continued to toll on sugar prices and the trend is likely to continue in 

near term.

�On the international market, Brazil, world's major sugar producer-exporter new season is starting from April 1, and with favourable climatic conditions 

most of the mills have already started crushing.

�Raw sugar futures are hovering near 10-month low of 16.58 and ended the quarter sharply lower, and the biggest in a year. Amid mostly negative 

technical signals, dealers noted support was fragile and any rally off the lows could trigger a fresh round of selling.

�With a surplus in the 2017-18 season now largely expected, the focus is on weather in Brazil's Center-South cane region and the possibility of an El 

Niño developing in time to affect India's crop-friendly monsoon. 
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Fundamentals

�Kapas futures (April) is expected to trade sideways to up in the range of 1000-1200 levels. 

�The Cotton Association of India has maintained its estimate for production of cotton in the country in 2016-17 (Oct-Sep) at 34.1 million bales (1 bale = 

170 kg), as it had projected in January.

�The US Department of Agriculture has scaled up its estimate for ending stocks of cotton in India in 2016-17 (Oct-Sep) to 11.89 mln bales (1 US bale = 

480 pound) from 11.6 mln bales projected in February.

�Demand from mills is expected at 26 million bales, unchanged from the previous estimate. The association expects imports to rise to 2.1 million bales 

from 1.9 million bales.

�Indian textile mills are increasingly seeking to buy overseas cotton, which yields better yarn, as a persistent rise in prices of domestic output makes 

local fibre commercially unviable. 

�Textile mills have started to import cotton from West Africa and the US as the landed costs are on par with the prevailing market price in the country.

�The cost advantage of local cotton has disappeared after prices rose steadily until March, prompting mills to sign import contracts. 

�It is reported that the textile mills have contracted to import about 15 lakh bales (a bale is 170kg) of cotton as its prices are on the rise in the country.

�Cotton prices in India have trended higher since the beginning of the season. The benchmark Sankar-6 prices, at Rs 38,000-39,000 per candy of 355 

kg at the beginning of the season, increased by about 15% to Rs 44,000 per candy. 

�The cotton arrival as on March 20 was around 250 lakh bales, compared to 260 lakh bales during the same period last year. Textile mills in the country 

consume around 25 lakh bales of cotton per month. Mills in the south alone use about 10 lakh bales a month.

�The fundamentals of cotton on the international market highlight that the U.S. Agriculture Department, estimated cotton planted area for 2017 at 12.2 

million acres, 21 percent above last year.
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WHEAT FUTURES GUAR SEED & GUAR GUM

Fundamentals

�Wheat futures (May) is expected to take support near 1610 levels, while the upside may remain capped near 1765 levels.

�Expecting record foodgrain production this crop year (July, 2016-June, 2017), the Centre imposed 10% import duty on wheat.

�India’s wheat imports in the year ending March 31 may total 5.5 million tons according to the U.S. Department of Agriculture.

�Imported wheat is available presently at Rs. 1,750/100kg from Ukraine origin while French wheat costs Rs. 1,880/100kg (without import duty) while 

Bangalore based flour millers are sourcing wheat from Madhya Pradesh at Rs. 1,920/100kg.

�The import duty on wheat was withdrawn in December after wheat and flour prices started rising in the open market because of a supply crunch. The 

withdrawal allowed traders to import almost 6 million tonnes of wheat, among the highest in recent times, to restock inventories.

�As per the agriculture ministry's latest estimate, wheat production is estimated at a record 96.64 million tonnes (MT) in the 2016-17 crop year against 

92.29 MT in 2015-16.

�In consultation with the States, it was decided to procure 330.00 lakh MT of wheat during RMS 2017-18, which is considerably more in comparison 

with the last season actual procurement of 229.61 lakh MT.

�The market arrivals of the new wheat crop have picked up in Central India with the harvest gaining pace in states such as Madhya Pradesh, Gujarat 

and Maharashtra, resulting in a softening trend in the prices of the cereal. The early market arrivals have forced the Madhya Pradesh Government to 

advance the commencement of procurement from March 15.

�Farmers in Madhya Pradesh are choosing to sell their crop to government agencies as market prices have now fallen below the minimum support 

price of Rs.1,625 per 100 kg offered by the Centre.

�This year, the Centre is buying wheat from farmers at a minimum support price of 1,625 rupees per 100 kg, up from 1,525 rupees in 2016-17.  

�Wheat stocks in the government's central pool fell to a multi-year low of 9.43 million tonnes as of Mar 1. The sharp decline in inventories can be 

attributed to high sales through government's open market auctions, following poor output in the last two years.
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Fundamentals

�Guar seed futures (May) is expected to witness a rally towards 4200-4400-4600 levels, taking support near 3900 levels. 

�Guarseed likely to trade range-bound in the near term and major trend only after the release of monsoon forecast by India weather department around 

first week of April.

�Guar is a rain-fed crop, sown in July-August and harvested in October-November. Being a leguminous crop, guar fixes nitrogen, making the soil fertile.

�Besides good export demand, an estimated lower production of guar seed this year is also likely to support prices for both the seed and the gum. India's 

total guar seed production in 2016-17 is pegged at 1.1 million tonnes, lower than the estimated 1.7 million tonnes output of last year

�Guar gum futures (May) is looking bullish & it has the potential to test 9000-9300-9500 levels, taking support near 7435 levels.

�Based on this growing demand, the industry is expecting an export of 3 lakh tonnes of guar gum in FY17 compared with 2.6 lakh tonnes in the last fiscal. 

�Demand in Guargum is not very impressive at present due to surge in prices, but exporters are optimistic and expect demand to improve sooner or later.

�The rise in oil and gas drilling activities from shale gas reserves is expected to drive the guar gum market in long term.

�The general belief is that (US President Donald) Trump's policy is to increase (oil) production in America, so consumption (of guar gum) should increase.

�Rise in discovery of shale gas plays across the world and development of improved, commercially viable shale gas extraction technology is supporting 

the growth of oil and gas market. This, in turn, is enhancing the demand for the chemicals used in these activities. Polyacrylamide, guar gum and 

xanthan gum are few of the most commonly used polymers for petroleum extraction.

�Guar gum is also used in food and beverages, cosmetics and personal care products and others including pharmaceuticals, paper, coatings, etc. Food 

and beverages is estimated to be the largest market segment currently.

�India produces 80% of the world's guar, and over 80% of its guar products--primarily guar gum--find their way to the US, Germany, and China, to be 

consumed largely by the energy sector.
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