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Domestic Fundamentals: Soybean (NCDEX)

Fundamentals
  The downtrend in soybean prices is likely to continue as the fundamentals are bearish amid lack of export demand & slower off take by millers for crushing. 

Soybean futures (July) is likely to go down further towards 2700-2650 levels.

  Sowing of soybean has started in Sangli, Maharashtra, this week, with acreage likely to decline marginally as some farmers may shift to pulses seeking better realization.

  Soybean sowing usually starts in Sangli by mid-May, while in rest of the parts of Maharashtra and Madhya Pradesh--the leading growers of soybean in the country by 

June after the first monsoon showers. Farmers in the district may shift to urad this year though the switch would not be at large scale.

  India's soybean acreage rose 13.2% on year to 23,200 ha as of 25th May, due to increased sowing in Arunachal Pradesh and other minor states, data from the agriculture 

ministry showed.

  The Directorate of Soybean Research officials forecast acreage under soybean in 2017-18 (Jul-Jun) at 11.6 million hectares, on anticipation of bountiful rains and 

favourable weather conditions.

  It is estimated by the USDA, that Indian soybean area in 2017/18 is expected to increase to a record 12 million hectares. With average yields, soybean production could 

reach 11.5 million tons.

  Subdued demand of soymeal, a derivative of soybean, in domestic and exports markets are weighing on the prices, which is discouraging farmers to go for higher 

sowing.

  As of now the farmer’s are not interested to sell at prevailing levels and anticipating better prices at Rs 3200/100kgs for the crop.  

  Soybean crushing is in disparity, keeping buyers sidelined from buying at current levels.  

  Around 60% soybean solvent extraction plants in Madhya Pradesh have shut their operations about two months earlier than expected, because of subdued demand for 

soymeal.

  Poultry feed manufacturer are procuring soymeal from the market as per requirement as there is very less demand from poultry farmers. Due to high temperatures most 

of the chicks die quickly at initial stages so poultry farmers have reduced the placement of chicks by 15-20 percent.

 • The summer season changing consumption pattern, losses on raising broiler chickens and lower export demand, will keep the meal prices on check.

  The competitiveness of Indian soymeal in the world market has deteriorated pronouncedly in recent weeks. 

  India's oilseeds industry body has cut its soymeal export forecast by 25 percent from its previous outlook as an appreciating rupee and a correction in global prices make 

Indian supplies uncompetitive.

  At present, Indian soymeal is out-priced now due to strengthening rupee. India's rupee has strengthened more than 5 percent so far in 2017, while the Brazilian real fell 4 

percent last week.

  Soymeal prices in India have risen nearly 10 percent in the past three months to $390 per tonne on a free-on-board (FOB) basis, while global prices dropped 8 percent to 

$307 during the same period.
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Fundamentals

  U.S soybean futures (July) is expected to trade with a negative bias & can test $9-8.80 a bushel.

  CBOT July Soybeans slumped to yearly lows at $9.101/2 a bushel amid worries over Chinese crushing margins. Soybean crush margins in China have been negative 

and are getting worse. The soymeal market remains extremely weak. Chinese soybean processing margins remain in negative territory, currently at 65 yuan ($9) per 

tonne of soybeans processed.

  U.S. planting intentions for soybeans are at a record 89.5 million acres this year.

  Despite higher acreage, U.S. production of soybeans in 2017/18 would slip to 4.255 billion bushels from 4.307 billion in 2016/17 based on a reduction in yields from last 

year’s record. The combination of this output with unusually large carryover stocks would result in a record 4.7-billion-bushel supply. 

  Despite an impending surge in acreage, the 2017/18 soybean crop may fall moderately on account of a decline from last year’s stellar yields. A trend soybean yield for 

2017/18 is estimated at 48 bushels per acre, down from the actual 2016/17 yield of 52.1 bushels. U.S. new-crop production would then slip to 4.255 billion bushels from 

4.307 billion in 2016/17.

  Abundant supplies could propel U.S. soybean exports for 2017/18 to an all-time high 2.15 billion bushels, well above the revised 2016/17 forecast of 2.05 billion.

  Compared to the 435 million bushels expected at the end of 2016/17, USDA forecasts season-ending soybean stocks for 2017/18 at 480 million bushels.

  USDA forecasts the 2017/18 U.S. average farm price for soybeans at $8.30-$10.30 per bushel compared to $9.55 in 2016/17.

  Cash soybean prices should remain under pressure throughout 2017/18 provided that crops around the world develop normally.

  The current strength of Brazil’s exchange rate versus the U.S. dollar (if it lasts) may also diminish the likelihood of a price rally.

  Brazil’s 2017/18 production is projected to decline to 107 million tons from a revised estimate of 111.6 million this season.

  In Argentina, soybean harvested area is expected to increase marginally to 19.1 million hectares. Coupled with an assumed trend yield, Argentine soybean production in 

2017/18 may plateau at 57 million tons.
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Mustard: Edible oil complex (Domestic Fundamentals)

Historic return of  RM Seed in the month
of June

Source:	Reuters	&	SMC	Research

Forward Curve of Mustard futures (NCDEX)

Source:	NCDEX Closing	as	on	31st	May	2017
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Historic return of  Soybean Oil futures (NCDEX) in 
the month of June
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Forward Curve of Refined Soy oil futures (NCDEX)

Source:	NCDEX Closing	as	on	31st	May	2017

Fundamentals

  Mustard futures (July) is seen heading towards 3300 levels. Every rise due to short covering can be taken as an opportunity to sell as the trend of this oilseed 

is down. 

  Mustard seed prices are declining at the spot markets and maintained its negative trajectory in benchmark Jaipur market of Rajasthan on account of weak demand from 

local millers.

  Mustard seed prices are trading below the MSP of Rs 3,700/100kg so some processors have slowly started adding stock to their inventory.

  The worrying factor is the farmers selling pattern as the arrivals slow down once the prices are below the MSP. 

  Arrivals have declined compared to previous week but prices have also decline which shows that there is very poor demand from processors on account of low off take of 

mustard oil and mustard oil cake.

  Demand of Mustard kachhi ghani oil is likely to remain subdued in near future, on account of shift in the usage to soy oil, as the former is trading at a premium and due to 

the ongoing of summers which changes the consumption pattern. 

  Mustard oil has declined by Rs 2 to trade at 700/10kg as retail demand continues to remain poor and is still trading at a premium of Rs 7/10kg over soy oil so retail demand 

is unlikely to improve until premium drops to Rs 4-5/10kg.

  The demand of mustard kacchi ghani oil has reduced due to which around 80% of the oil millers have shut down their crushing operations.

  Most of the oil millers have sufficient stock in their inventory so that they can meet the near term requirement and also the palm oil is available in sufficient quantity which is 

cheaper than mustard oil.

  The only thing that can revive the demand in mustard oil is the timely arrival of monsoon as the consumption of mustard oil increases during rainy season.

  Demand of Mustard oil cake continues to remain subdued from cattle feed manufacturer which is weighing on mustard oil cake prices so the price has declined by Rs 10 

to trade at Rs 1,740/100kg.

  The Goods and Services Tax (GST) council of India has imposed five percent tax on mustard seed other than seed quality. Seed quality means mustard seed that is used 

for sowing.

Fundamentals

  CPO futures (June) may witness a consolidation in the range of 470-520 levels & the upside may remain capped. 

  A weak trend is being witnessed in major RBD palmolein market across the country amid poor demand.

  Palm oil prices are getting pressurized mainly due to slow domestic demand and uncertainty about future. At present, most of the market participants are bearish in the 

commodity as they anticipate weak global demand for palm oil with improving prospects of production in Malaysian and Indonesia.

  At the same palm oil discount to soy oil has reduced and thus consumers are likely to shift to soy oil as it is considered as healthier than palm oil.

  The difference between palm oil and soy oil has reduced to USD 36 per tonne which was USD 57 on 2nd May 2017. Go laysia FOB today was quoted at $700, while 

Argentina soy oil was priced at $736.

  Most of the traders are having sufficient stock which can meet the near term demand so they have opted to stay away from the market activity.

  Stocks of RBD Palmolein at the various port across the country have totally risen by 55% in the week ending May 22nd at 106,319 MT from the previous week of May 15th 

at 68635 MT.  

  Edible oil stocks at the major ports of the country as on May 22 totaled at 504,771 metric tonnes, Down from 554,369 metric tonnes on May 15.

  Refined soy oil futures (July) is looking bearish & it may trade with a downside bias in the range of 600-640 levels. 

  The overall sentiments of soybean & soy oil in the domestic as well in the CBOT are bearish & this phenomenon may give negative cues to this edible oil counter. 

Secondly, the domestic consumption of edible oils are lesser due to the scorching rising temperatures. 

  The import of soy oil has become costlier as Indian rupee has depreciated sharply in recent times so most of the importers have slowed down their bulk purchases which 

are likely to create tight supply of soy oil in near term due to which sharp fall in soy oil is negated.  

  In India, imports of vegetable oils will continue to grow despite a higher expected domestic output of oilseeds and vegetable oils. Expanding Indian consumption of 

vegetable oils—which may increase nearly 5 percent in 2017/18 to 23 million tons—is most responsible for this trend.

  The import share in India’s total consumption of vegetable oils may stay unchanged at 69 percent.

  Indian soybean oil imports are expected to increase 11 percent to 4.1 million tons.
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Edible oil complex (International market fundamentals)

Historic return of  Soybean Oil futures (CBOT) in the 
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Source:	Reuters	&	SMC	Research

Forward curve of U.S Soybean Oil Futures
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 S3 S2 S1 Pivot R1 R2 R3

 2197 2333 2416 2552 2635 2771 2854

 28.21 29.67 30.51 31.97 32.81 34.27 35.11

Fundamentals

  CPO futures (August) is expected to trade with a downside bias in the range of 2365-2590 levels. The bearish trend of U.S soy oil prices may add to the 

bearish sentiments & keep the upside capped.

  A continuing recovery for Malaysian palm oil yields in 2017/18 is projected to raise output to 21 million tons from 19.5 million in 2016/17. Stress on trees from an extended 

drought—which straddled the 2015/16 and 2016/17 marketing years—has receded.

  USDA forecasts a modest 2-percent increase in Malaysian palm oil exports to 17.3 million tons.

  Malaysian palm oil stocks could quickly become burdensome after 2 years of tight inventories. The country’s season-ending stocks in 2017/18 are seen swelling toward 

a record high of 2.7 million tons from 1.7 million in 2016/17.

  Indonesian palm oil output in 2017/18 could increase to 36 million tons from 34 million in 2016/17. Exports by the world’s top palm oil supplier could then expand by 2 

percent in 2017/18 to 25.5 million tons.

  Global palm oil production in 2017/18 is forecast to grow at a healthy pace, with production in both Malaysia and Indonesia continuing to grow. Palm oil will remain the 

dominant vegetable oil, accounting for one-third of total vegetable oil consumption, but is expected to be eclipsed by soybean oil as the largest food oil in the upcoming 

marketing year.

  Ref. soy oil (July) is expected to trade with a downside bias in the range of 28-32.50 cents a pound.

  Global vegetable oil supplies should be bolstered in 2017/18 primarily due to production increases for palm oil and soybean oil, with more modest gains for rapeseed oil 

and sunflowerseed oil. 

  Global palm oil production is projected up 6 percent to 66.8 million tons. For soybean oil, Argentine exports will contribute most of the increase in international trade.

  The potential exists for declines in Argentina’s biodiesel exports which could add significantly to available soy oil for export. Overall, total vegetable oil demand for the 

food market will continue to grow in line with the historic trends. Demand for soy oil wil be dependent upon its pricing and availability vis-à- vis other oils.

  Exportable supplies, especially in Argentina, will be influenced by demand opportunities for biodiesel.
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