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Cotton MCX (October)

Fundamentals

Ÿ Cotton futures (October) is likely to trade with an upside bias taking support near 21700 levels, while the upside can get extended towards 

23000 levels.

Ÿ In its first cotton crop estimate, Cotton Association of India (CAI) has reduced the cotton crop size for 2018-19 at 348 lakh bales (each of 170kg) from 365 

lakh bales in 2017-18. The reduction in crop estimate is mainly attributed to adverse impact of drought-like situation in key growing regions of Gujarat, 

Maharashtra and Karnataka.

Ÿ As per the CAI estimates cotton crop in 

the largest grower - Gujarat is set to 

decline by about 15 lakh bales from 

105 lakh bales last year to about 90 

lakh bales projected for 2018-19. The 

State faces overall rainfall deficit of 

about 23 per cent till October 5. Also, 

Maharashtra, Andhra Pradesh and 

Karnataka are projected to have lower 

crop too.

Ÿ The crop in North Zone is estimated to 

increase from 56 lakh bales to 58 lakh 

bales with Punjab (10 lakh bales), 

Ha ryana  (24  l akh  ba les )  and 

Rajasthan (24 lakh bales) showing 

signs of better crop conditions.

Ÿ Meanwhile, in the South Zone, 

Telangana estimated to have cotton 

crop of 51 lakh bales almost at last 

Source:	Reuters	&	SMC	ResearchSource:	MCX
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year's level, while Andhra Pradesh and Karnataka to have lower crop this year at 16 lakh bales and 18 lakh bales respectively. The current crop estimate 

is likely to have 2-5 per cent variation due to rain possibilities during October-November.

Ÿ On the supply side, the new crop arrivals is improving, but slow farmers selling and lower crop estimates likely to keep supplies limited in the markets

Ÿ Cotton Corporation of India (CCI) is likely to start procurement operation this week in Punjab, Haryana and Rajasthan. 

Ÿ Procurement is also delayed due to ongoing disputes between ginners and Cotton Corp with respect to quality parameters laid down by the latter, trade 

officials said. Cotton Corp, in its tender, said ginners must supply minimum 33% lint processed from raw cotton supplied to them, and capped the trash 

content at 2% across centres but latter diluted it to 2.5%. Ginners in some of the 10 cotton-producing states are yet to reconcile their differences with the 

Cotton Corp, thereby delaying the procurement

Ÿ Exporters and mills have turned active to procure cotton. Mills are buying cotton as inventory with them have started to depleting, whereas some good 

overseas inquiries prompted exporters to turns active to procure cotton to meet their futures commitments. India cotton at present is still attractive despite 

sharp losses on U.S cotton thanks to depreciating Indian rupee.

Ÿ However we should also need to keep a close eye on INR and U.S market. Any significant appreciation in INR in prices will make export uncompetitive.

Ÿ On the international market, cotton futures on ICE (Dec) is trading near its 5-week low mainly due to concerns about slowdown in exports and 

continued speculative liquidation. The strengthening dollar has also weighed on natural fibre prices. However in medium term, it will possibly 

take support near 75.65 cents & a lower level buying can be seen around these levels, with an expectation for 79-80 cents. 

Ÿ Bears (trade shorts) net positions for the week ended Oct 2 have dropped by nearly 9% week-on-week at 12.06 million bales (480lb), whereas hedge 

index funds too have reduced bullish bets by 13% at 5.36 million bales.

Ÿ The bears have been rewarded for their patience during the last three months after holding positions for a long period as market turned sharply higher 

against their positions. Trades shorts are getting out as they have reduced bets for the ninth straight week. Meanwhile, index funds too have reduced 

bullish bets on uncertain demand outlook and ahead of USDA monthly supply-demand report.

Ÿ ICE cotton prices are expected to find some support at prevailing levels in the next week, but uncertainty still looming due to gloomy economic conditions 

in emerging markets, which is likely to keep market sentiments nervous. Meanwhile, market players are keenly awaiting USDA supply-demand which will 

gauge future market direction.

Ÿ USDA will release monthly world supply-demand report on October 11 and now both bulls and bears are waiting patiently as it will provide them needed 

catalyst to push prices either side.

Ÿ The USDA’s latest crop progress report showed light harvest progress for the week ending Sept 30, with harvest advancing 3 percentage points (ppts) 

over the period to 19% complete – 3 ppts ahead of the rolling 5-year average.

Ÿ On the demand side, Sales cancelations increased against the previous assessed period at almost 92,500 RBs, nearly all of which were attributable to 

China, which has canceled more than 140,000 RBs since Sept 13.

Ÿ The pace of weekly export sales is well below the required to achieve the USDA's export target for the season 2018-19.Total shipment for the 2018-19 

stood at 9.4% at 14.81 lakh bales (480lb), while outstanding was at 51.3% at 8.05 million bales. Total commitment for the season reached at 60.7% at 

9.53 million bales against the USDA’s target of 15.7 million bales.

Ÿ Demand from key destinations are not encouraging may be due to financial issues in emerging markets. The depreciation in currency of the emerging 

market is also one the factor as imports of raw material will get costlier making competition in the international market even more stiff to gain share.

Ÿ The fundamentals of cotton in the international market shows:

 o Global cotton area projected to decrease 2% to 33.4 million tonnes 

 o Global yields expected to decrease 1% to 777 kg per hectare  

 o Global production projected to decrease 4% to 26 million tonnes

 o Global stocks are expected to decline to 17.2 million tonnes.
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year's level, while Andhra Pradesh and Karnataka to have lower crop this year at 16 lakh bales and 18 lakh bales respectively. The current crop estimate 

is likely to have 2-5 per cent variation due to rain possibilities during October-November.
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Guar Seed & Guar Gum (November)

Source:	Reuters	&	SMC	ResearchSource:	NCDEX Closing	as	on	5th	October,	2018

Fundamentals

Ÿ Guar seed futures (November) is giving a lower closing since past three months & day’s ahead, the selling pressure from the new harvest can 

drag down the counter towards 4135 levels. 

Ÿ The new supply of Guarseed has started in market since last 1-2 weeks and the pace will increase gradually, but it won’t reach to last years peak level as 

farmers may hold a major quantity with expectations of better return due to lower crop.

Ÿ The market participants are expecting Guarseed crop for the season 2018-19 (Oct-Sept) to be around 50-55 lakh bags (100kg) as against 60-70 lakh 

bags a year ago.

Ÿ Opening stocks for 2018-19 are pegged down at 80 lakh bags by them versus 120 lakh bags a year ago.

Ÿ The total availability of Guarseed for the new season is likely to be between 130-135 lakh bags versus 180-190 lakh bags, they noted.

Ÿ Guar gum futures (November) is expected to witness a consolidation in the range of 8865-9415 levels. The factors that might affect are the 

volatile movement of Rupee & explosive crude oil price in the international market. 

Ÿ Stockists are slightly hesitant presently amid some concern about export demand, however they may enter very soon at existing attractive levels, with 

least risk.

Ÿ India's annual Guarseed consumption is around 120-130 lakh bags, very close to the total availability and thus there is good chances of appreciation in 

prices in the long term, but one should keep a close eye on export demand, which has not remained very encouraging over the last few months.

Ÿ The rising crude oil prices in the international market and depreciating Indian rupee are the positive factors, which may support Guarseed/Guargum 

prices

Forward curve of Guar seed & Guar gum futures
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Ÿ NCDEX announced that the Securities and Exchange Board of India (SEBI) has approved the launch of Options on Guar Gum Futures.

Ÿ Options contracts expiring in the months of November 2018, December 2018, January 2019 and February 2019 would be available for trading 

w.e.f. October 09, 2018.

Ÿ For details, click on https://bit.ly/2NtO0Uk
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