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Report on Liguidity Enhancement Scheme in Guarex and Its Outlook

NCDEX has launched Liquidity Enhancement scheme for the Guarex from 17th Jan 2022. Under the liquidity enhancement scheme, brokers and
other market intermediaries are given incentives for a specified period of time to bring in liquidity and generate investor interest in commodity
contracts which have limited trading activity.

India’s first sectoral index in the Agri commodities basket i.e. GUAREX was launched for the first time in August 2021 by the National Commodity
and Derivatives Exchange Limited (NCDEX).

NCDEX GUREX provides real-time commodity futures price index, designed to provide exposure of Guar Complex Commodity to market

participants. The index is based on the liquid Guargum and Guarseed futures contracts traded on NCDEX. The Index act as an important tool in
benchmarking and trading for the market.

This index product is offering a lot of opportunities to value chain participants in terms of risk management as well as various trading strategies.

The indexis based on the liquid Guar Gum and Guar Seed futures contracts traded on NCDEX.

But due to liquidity related issues trade participants failed to pick up. Thus, as per the SEBI guidelines under the Liquidity Enhancement Scheme,
NCDEX has initiated it for the first time on its platform to improve volumes which facilitate easy entry and exit for the participants. The cross
margin benefits also attract industrial participants to hedge their price risk thus proving high level of liquidity and participation in the index
product—GUAREX.
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Features of GUAREX
1. Basedonunderlying very liquid Guarseed and Guargum prices.
2. CashSettled-nodelivery.
3. 1lotGUAREX has 7 tonnes of Guarseed and 3 tonnes of Guargum. Thus, the contract size isabout 8 lakh rupees.
4. 10%isthe Minimum Initial Margin.
5. Tradinghours—9amto5pm.
6. Cross Margin Benefits available in Guarexfutures.
7. Expiryon Last Trading day of the month.
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Report on Liquidity Enhancement Scheme in Guarex and Its Outlook

Outlook on GUREX

GUAREX index depends on the price movement of guarseed and guargum. Guarseed is a very important commodity for the industrial use. The by-
products of guarseed — 1) Guargum is vastly used for the various industries like textile, printing, oil drilling mining, cosmetics & pharmaceuticals
and constructions. There are many uses in the food industries as a thickening agent and it is found in frozen foods, baked goods, dairy products,
beverages, dressing and sauces. The other by-products called Churi- Korma are also used in animal food as it contains high proteins and fibers.

Currently, guar seed and guar gum prices are higher by 60% and 94% y/y respectively, on expectations of tight supplies in 2022, due to lower
productions in India, that accounts for more than 90% of total world production. The exports of guar gum and domestic demand for the churi-
korma also improving as feed industry is facing higher prices from the traditional feed sources like soybean meals. As per the data released by
APEDA, guar gum exports are higher by more than 44% y/y at 2.09 lakh tonnes in 2021/22 (Apr-Nov). The major export destinations during
2021/22 are USA, Norway and China.

We expect guar gum demand will be increasing as the season progresses and exports might surge to pre-covid times. Thus, prices are expected to
bullish on higher export demand. Moreover, US oil rigs are also rising with the current count showing at 492 rigs up 205 compared to last year.
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We are expecting guar seed to remain bullish and trade higher towards 6800 levels, while guar gum most likely to trade towards 12300 levels
in short to medium term. Guarex futures is trading near 8000 levels and likely to trade higher towards 8200/8300 with the support at 7800
levels.
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SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related
activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI (Metropolitan Stock Exchange of India Ltd.) and M/s SMC Comtrade Ltd is a registered
member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL
and NSDL. SMC'’s other associates are registered as Merchant Bankers, Portfolio Managers, NBF C with SEBI and Reserve Bank of India. It also has registration with AMF | as a Mutual Fund Distributor.

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in
securities/commodities market.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any
warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks involved before making any investment decision.
The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of the subject commaodity.
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DISCLAMIER: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. It is only for private circulation and
use. The Research 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 this Research Report. The Research 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 Research 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 SMC its affiliates, Research Analyst, officers, directors, and employees, including persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short
positions in, and buy or sell the commodity 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.All disputes shall be subject to the exclusive jurisdiction of Delhi High court.
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