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COTTON

INDIAN SCENARIO

Ÿ The US Department of Agriculture’s Foreign Agricultural Service has projected India’s cotton production in 2018-19 (Aug-Jul) at 36.5 mln bales, down 

nearly 2% from the previous year and 200,000 bales lower than the official USDA estimate.

Ÿ All-India yields for cotton are now forecast at 502 kg per ha, down 1% compared to the previous year.

Ÿ Dry weather in the key growing regions of Gujarat and Maharashtra have hampered crop development and will likely to affect yields of standing crop

Ÿ In the present scenario, the yields in Gujarat to be 10 percent lower than last year. The crop is in the boll development/formation stage. There are reports 

of pink bollworm and whitefly infestation in major cotton growing districts in the state.

Ÿ Similarly, yields in Maharashtra are expected to be lower by 7 percent than last year, as pink bollworm infestations continue to be reported across the 

state.

Ÿ In Madhya Pradesh, at present the cotton is in the flowering/ boll formation stage. 

Ÿ In the state of Andhra Pradesh, the crop is at the flowering / vegetative state. There are some observations reported on pink bollworm infestation, but 

these are below the economic threshold levels.

Ÿ Total new crop arrivals, since Oct 1, have reached 2.64 million bales, up 22.45% from 2.16 million bales arrived during the same period last year.

Source:	Reuters

Price Chart of Cotton Futures (MCX)

1 2

Cotton futures December contract on MCX is posing a strong support near 21100& is expected to show a rally towards 24500-24800 

levels.One can buy near 22100, keeping a stop near the support levelsThe underlying fundamentals are positive amid projections of lower 

crop output & higher prospects of exports to countries like Bangladesh & Vietnam. The mills are getting active in buying cotton as stocks 

with them are depleting at faster pace. Mills have not made major procurement of cotton during the last 30-45 days due to tight availability 

and higher rates, but now they are likely to buy aggressively in order to replenish stocks for smooth operations.

Ÿ The US agency has estimated opening stock of cotton for 2018-19 at 15.6 mln bales, higher than the opening stock of 14.3 mln bales in 2017-18.

Ÿ Imports have been estimated at 1.9 mln bales in 2018-19, compared with 2.2 mln bales in the previous year.

Ÿ On the demand side, consumption by mills in 2018-19 is seen at 32.1 mln bales, slightly higher from 31.4 bales a year earlier. Exports are seen falling to 

5.5 mln bales from 6.7 mln bales in 2017-18.

Ÿ Considering consumption and exports, the closing stock at the end of 2018-19 is pegged at 16.6 mln bales, up from 15.6 mln bales the previous year.

Ÿ The Cotton Association of India has pegged the country's cotton production in 2018-19 (Oct-Sep)at 34.8 mln bales (1 bale = 170 kg), down nearly 5% 

from a year ago.

Source:	USDA

Source:	SMC	Research
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On the international market, cotton futures is expected to take support near 76 cents & witness a move upside towards its first resistance near 81 

cents per pound & if sustains above this, then 83 cents per pound. Cotton prices were grasped under a bearish trend due to the lack of China’s 

participation on the export front &prolonged stronger dollar owing to ongoing trade war. However, some good news have started flowing into 

since last week on the trade front in the terms of a President Trump tweet suggesting that US and China “discussions are moving along nicely” 

ahead of the scheduled G-20 meeting at the end of November. Apart from the above, weather poses questions to the supply side of the U.S. 

balance sheet, greater uncertainty likely exists on the demand side. 

Fundamentals of the international cotton are as follows: 

Ÿ With global cotton mill use forecast to exceed production, world stocks are expected to decline 6.4 million bales by season’s end, as lower stocks in China 

in 2018/19 more than offset higher stocks outside of China.

Ÿ Global cotton consumption in 2018/19 is projected at a record-high 127.8 million bales, 4.5 million bales above 2017/18. Growth in cotton mill use 

expanded significantly in 2017/18—rising more than 6 percent—as the global economy’s strength led to increased consumer demand for textile and 

apparel products. However, less robust mill use growth (3.6 percent) is forecast for2018/19, partly reflecting concerns about global economic growth.

Ÿ Based on the latest cotton supply and demand projections, world ending stocks are forecast at 74.4 million bales in 2018/19, 8 percent (6.4 million bales) 

below a year ago and the lowest in 7years.

Ÿ According to USDA’s October Crop Production report, 2018 U.S. cotton production is estimated at nearly 19.8 million bales, marginally above last 

month’s forecast but about 1.2 million bales below the 2017 crop.

Ÿ With the reduced U.S. demand projection in October and the slightly higher U.S. production estimate, the U.S. ending stocks estimate increased 300,000 

bales this month to 5.0 million bales.

Source:	Reuters

Price Chart of Cotton Futures & Spot

Future Spot

Ÿ U.S Cotton stocks are expected to rise 700,000 bales during 2018/19 to their highest level since 2008/09. However, the implied stocks-to-use ratio (26 

percent) is estimated at the highest in only 3 years and 3 percentage points above 2017/18.

Ÿ On the exports front, Net all-cotton weekly export sales for this season and next fell to a combined 116,100 running bales, with sales for 2018-19 of 25,000 RB 

(Running bales) hitting a marketing year low for the second straight week. China canceled 90,200 RB for 2018-19 and booked that amount for 2019-20.

Ÿ Commitments for 2018-19 inched up to 9.303 million RB as the lead over a year ago narrowed 160,000 RB to 1.594 million. New-crop bookings reached 

1.596 million RB, up from forward sales last year of 774,000 RB.

Source:	USDA
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FUNDAMENTALS

Ÿ Madhya Pradesh government is likely to pay for 1.6 mlntn of soybean under its Flat BhavanatarBhugtanYojana in the ongoing kharif marketing season.

Ÿ The scheme has been introduced in an attempt to boost bargaining power of farmers with traders over the selling price for their crop.

Ÿ Registered farmers under the Flat BhavanatarBhugtanYojana in Madhya Pradesh are expected to sell 1.6 mlntn of soybean to the traders. The government 

has decided to cover 25% of (the overall) soybean crop produced this year under the scheme and may increase it to 40% if the prices don’t rise.

Ÿ Chucking out the concept of paying the difference between the modal price and minimum support price of the crop, the state will give flat 500 rupees per 

100 kg on the crop.

Ÿ Currently, soybean price in Indore, a key market, is 3,275 rupees per 100 kg, lower than the minimum support price. Arrivals in Madhya Pradesh, the 

largest grower, are estimated at 500,000 bags (1 bag = 100 kg).

Ÿ Soybean output in Madhya Pradesh, the top grower, is seen rising 26.5% on year to 6.7 mlntn in 2018-19, according to the state farm department’s first 

advance estimate.

Source:	Reuters

Price Chart of Soyabean Futures (NCDEX)

Soybean futures December contract is looking bullish as the underlying fundamentals are positive. Hence, we would recommend buying 

near 3180-3200, for a target of 3560, keeping a stop loss near 2940 levels.This oilseed is trading on a strong foot at major spot markets across 

the country due to persistent demand from traders and crushers. The exporters are buying soybean with a view of better outlook about 

soymeal exports amid competitive rates in the global market, whereas stockiest are buying with expectations of better return ahead. The 

traders are expecting soybean prices will rise above Rs.3,500 in the spot markets in the next few months and thus continued to purchase the 

commodity on bulk scale.

SOYBEAN

Ÿ Farmers registered under this scheme can get the benefit if they sell their produce between Oct 20 and Jan 19.

Ÿ Farmers are showing interest in the scheme and the registered ones are bringing in crops in large scale.

Ÿ Harvest of soybean started early October, and the crop is hitting the spot markets in full swing,

Ÿ Demand in soybean is said to be good from crushers as they are buying the commodity on bulk scale amid good overseas commitments for soymeal.

Ÿ Further domestic demand for soymeal is also said to be good from consumption centres. Stockists too are buying soybean in good quantity with 

expectations of better return ahead.

Source:	USDA

Source:	SMC	ResearchClosing	Price	as	on	2nd	November,	2018
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Ÿ The trade sentiments have improved after telephonic conversation between U.S. and China president on trade issue. An easing trade worries will fuel 

CBOT soybean price and also support domestic market as well.

Ÿ India soymeal export prospects seem better this season amid ample crop along with competitive rates in the international market.

Source:	NCDEX

Price Chart of Soybean Futures & Spot

Future Spot

JEERA

FUNDAMENTALS

Ÿ The overseas demand for Indian jeera is expected to increase as the supplies from other sources are limited and of poor quality. 

Ÿ The stock from Turkey and Syria has been damaged by rain.

Ÿ Lack of sufficient rains in some jeera growing regions in Gujarat and Rajasthan, two top producers, may impact the sowing that will begin by the end of the month. 

Ÿ Sowing of jeera is likely to start after Diwali this year, traders said. Farmers typically begin sowing the spice by Oct 20.

Ÿ In the key jeera growing areas, it is almost a failed monsoon this year. The primarily showing figures may be cheering, but going forward, due to lack of 

adequate water, the crop may not sustain and the production may drop.

Ÿ The growing areas of Kutch and Saurashtra in Gujarat, which is the largest grower of the spice, are facing rainfall shortage in the range of 28 to 75 percent.  

Ÿ As per the Meteorological Department, Kutch district has a rainfall shortage of 74 percent followed by 28 percent in Saurashtra. This has put the 

dependence on canal water supply from SardarSarovar Dam on Narmada River. But the storage level of the dam also has decreased due to less rainfall 

in the catchment area in Madhya Pradesh thereby endangering the sowing prospects.

Source:	Reuters

Price Chart of Jeera Futures (NCDEX)

Jeera futures December contract is looking bullish, hence buying is recommended near 19600, eyeing a target of 24600 & keeping a stop loss 

near 17500 levels. The factors such as lesser carryover stocks in the domestic market, crop getting damage in Syria & Turkey & India being 

the sole supplier in the international market may push the jeera prices to new high’s. 
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Price Chart of Jeera Futures & Spot
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JEERA

Ÿ The market expects India’s jeera acreage in 2018-19 (Oct-Sep) to fall at least 30% from the previous year’s 780,950 ha.    

Ÿ Farmers are waiting for temperatures to fall a bit adding that soil moisture is also low. Poor soil moisture means lower rate of germination and an adverse 

effect on yields as a result.

Ÿ Moreover, carryover stocks are seen at 200,000-300,000 bags (1 bag = 55 kg), way less than the desirable 500,000 bags. The new crop will only start 

arriving in February and that will also keep prices propped higher.

Ÿ On the other hand, market estimates put exports at about 1.25 lakh tonnes so far and there are chances of it touching a record 1.75 lakh tonnes by the end 

of this economic year.

Ÿ As domestic demand continues to remain firm, a rise in export enquiries from China, Bangladesh, and Singapore may also push prices higher.

Source:	SMC	ResearchClosing	Price	as	on	2nd	November,	2018
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