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Domestic Fundamentals: Soybean futures (Oct)

Ÿ Soybean yield this year is seen at 1,200-1,250 kg per ha against around 1,000 kg last year. Absence of any major outbreak of white grub, semi looper caterpillar, girdle beetle, 

and white fly insect attacks so far would boost the yield.

• On the demand side, the export data compiled by the Solvent Extractors’ Association of India for export of oilmeals for the month of August 2019 is provisionally reported at 

98,871 tons compared to 359,752 tons in August, 2018 i.e. down by 73%. The overall export of oilmeals during April-Aug., 2019 is reported at 1,016,682 tons compared to 

1,326,626 tons in April-Aug., 2018 i.e. down by 23%. This is mainly due to higher price of domestic produce soybean meal, thanks to higher MSP of soybean.

Ÿ Receipt of heavy and incessant rainfall during this time may lead to defoliation of flowers or hampered seed development. Late planted and long-duration soybean cultivars, 

however, may benefit from recent heavy rainfall activity, if excessive rains do not continue. The proportion of late-planted soybeans may be slightly higher than usual due to 

the late monsoon rains and extended planting window through July.

Ÿ India's soybean output is likely to fall nearly 5% to 10.0 mln tn in 2019-20 (Jul-Jun) despite higher acreage, according to a median of estimates.

• Below is the summary of the latest estimates of Supply and Demand of Soybean and Soybean Meal for the current oil year i.e. October 2018 to August 2019 and a comparison 

of the same with the corresponding period last season. The salient points for Oil Year 2018-19 and comparative figures for the same period are given below:

Ÿ In short term, soybean futures (October) is expected to rise a little further towards 3800 taking support near 3600 levels. The October soybean futures contract hit 

a 4-month high of 3,772 rupees per 100 kg on NCDEX as harvesting has been delayed in top-grower Madhya Pradesh. Going ahead in long term, it is suggested to 

keep a word of caution here as we might witness some profit booking from as the crop conditions may improve and there will be more clarity on estimates of 

output, this Kharif season.

• Soybean meal exports slid in the last four months and are likely to stay subdued through September 2019 due to poor overseas demand and uncompetitive pricing. However, 

Indian soymeal may appeal to those who are willing to pay a more for the non-genetically modified tag and shorter transit time.

Ÿ Soybean had been planted over 11.33 mln ha till last week, as compared to 11.25 mln ha during same time last year, according to farm ministry data.

Fundamentals

Ÿ Around 781,400 ha of soybean was found under stress across the country, according to the SOPA survey. In Madhya Pradesh, 435,500 ha soybean crop was under stress, 

and in Maharashtra about 219,800 ha was under stress. In Rajasthan, it was around 70,600 ha of the area.

Ÿ Higher prices of the crop during the sowing season and increase in minimum support price prompted farmers to plant soybean over a larger area this year.

Ÿ Although acreage has improved from the year earlier, concerns over yield have emerged due to heavy rains and floods in parts of Madhya Pradesh and Maharashtra.

Ÿ Around 7% of soybean acreage was under stress due to water logging and excessive rains in parts of Madhya Pradesh and Maharashtra, Soybean Processors Association of 

India said after a crop survey.

Ÿ In soybean plants, root decay can set in if they are submerged for days at a stretch, leading to loss of output.
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International fundamentals: U.S Soybean futures (Nov)

Ÿ On CBOT, U.S. soybean futures (November) will witness a consolidation in the range of $8.50-9.50 a bushel & trade with an upside bias. 

Ÿ Trump responded by delaying a planned Oct. 1 U.S. tariff increase on $250 billion of Chinese goods by two weeks, to avoid conflicting with Beijing’s plans to celebrate the 
70th anniversary of the Chinese revolution.

Ÿ In the ebb and flow of United States and China trade negotiations, price premiums for Brazil’s soybeans appears to be an accurate barometer for the degree of tension 
surrounding the negotiations. When tensions rise, premiums emerge in Brazil for soybeans at Paranagua versus the U.S. Gulf. Similarly, when tensions ease, premiums 
slowly evaporate. These price premiums have risen and fallen within the framework of global price movements that have focused on the situation regarding the 2019 U.S. 
harvest. 

Fundamentals

Ÿ Brazil prices are currently running at a 10 percent premium to U.S. prices as of September 10, 2019.

Ÿ The situation in September 2019 is similar to what was observed at the start of the trade engagement with China in 2018. Again, U.S. prices declined on improving crop 
prospects while Brazilian prices rose and stabilized leading to premiums that ultimately exceeded the 25 percent tariff level.

Ÿ Days ahead, the future course of direction would depend on the outcome of the meeting with U.S will meet China in the month of October. It is reported that China will 
exempt some agricultural products from additional tariffs on U.S. goods, including pork and soybeans, China’s official Xinhua News Agency said, in the latest sign of easing 
Sino-U.S. tensions before a new round of talks.
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Ÿ Before the start of the Rabi season, there are expectations of higher sowing in the upcoming 

rabi season following good rains in key growing regions.

Ÿ Mustard futures (October) is expected to take support near 3895. Day’s ahead, if it 

trades above 4040 levels & sustains above it, then we may see more upside momentum 

towards 4140 levels.

Fundamentals

• On the demand side, the fundamentals how that mills in India crushed 575,000 tn mustard 

seed in August, up 15% on year, according to data compiled by the Mustard Oil Producers 

Association of India. It is also around 10% higher than 525,000 tn mustard crushed in July, an 

official with the association said. A rise in demand for mustard meal from exporters and a pick-

up in purchases by oil millers led to higher crushing

Ÿ Also the supply is getting heavier than expected. In Rajasthan, the top producer, total supply 

of mustard seed was 190,000 tn in August, in Uttar Pradesh 85,000 tn, and in Madhya 

Pradesh 60,000 tn. Stock with farmers, processors, stockists and state-run agencies were at 

3.8 mln tn in August, compared with 2.6 mln tn in the year-ago period
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Ÿ With the arrival of African Swine Fever in China in mid-2018 along with the ongoing trade 
dispute, a steady decline in China’s soybean import volume has been observed with 
imports currently forecast to reach 83 million tons in 2018/19, 11 million tons below 
2017/18.

• Consequently, U.S. soybean exports are reduced 100 million bushels to 1.78 billion 
reflecting reduced global import demand, mainly for China. Soybean ending stocks are 
projected at 1.07 billion bushels, up 20 million.

Ÿ From the 10 years prior to 2018/19, global soybean exports nearly doubled in volume with 
annual growth averaging 7.5 million tons. Much of this growth was centered on China 
where import growth averaged 5.6 million tons annually, accounting for nearly 80 percent 
of soybean trade growth. 

Ÿ For the final report ending September 5, 2019, 2018/19 accumulated U.S. soybean 
exports to China totaled 13.4 million tons and 33.4 to the rest of the world. For 2019/20, 
soybean export commitments (outstanding sales plus accumulated exports) to China 
totaled 1.1 million tons compared to 1.5 million a year ago.

Source:	Mustard	Oil	Producers	Association	of	India
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Ÿ We may see more upside in soy oil futures (October) towards 775, taking support near 745 levels, due to anticipation of surge in demand ahead of festivals. 

Ÿ The Solvent Extractors’ Association of India has compiled the Import data of Vegetable Oils (edible & non-edible) for the month of August 2019. Import of vegetable oils during 

August 2019 Up by 5% to 1,586,514 tons compared to 1,512,597 tons in August 2018, consisting 1,523,261 tons of edible oils and 63,253 tons of non-edible oils. However the 

overall import of vegetable oils during November 2018 to August 2019 is reported at 12,867,486 tons compared to 12,278,673 tons during the same period of last year i.e. up 

by 5%.

Ÿ  Going ahead, after remaining flat for the last two years, edible oil imports in the out-year will grow 12 percent to 16.4 MMT in MY 2019/20. The import basket for MY 2019/20 

will include 10 MMT of palm oils, 3.5 MMT of soybean oil, 2.6 MMT of sunflower seed oil, and 0.3 MMT of other edible oils.

Ÿ CPO futures (October) is expected to consolidate & trade with an upside bias in the range of 548-580 levels.

Ÿ  In response to safeguard duty petition filed by the SEA of India, Government imposed 5% safeguard duty on RBD Palmolein/Palm Oil of Malaysian origin w.e.f. 4.9.2019. In 

view of this, now the duty difference between crude and refined palm oil has increased to 10% irrespective of any origins. This decision will checks excessive import of RBD 

Palmolein in to India.

Ÿ During the last few months, due to duty advantage given to Malaysia for Palmolein under India-Malaysia CECA Agreement the country flooded with RBD Palmolein from 

Malaysia following reduction of duty difference from 10% to 5% between CPO and Palmolein sourced from Malaysia w.e.f. 1st January, 2019 and import of RBD Palmolein 

jumped by 727% during Jan – June’19 (1,566,313 MT) compared to same period of Jan – June ’18 (189,445 MT).

Fundamentals

Edible Oil Complex (Domestic Fundamentals)

Source:	Reuters	&	SMC	Research
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Ÿ  The stock of edible oils as on 1st Sept., 2019 at various ports is estimated at 882,000 tons (CPO 335,000 tons, RBD Palmolein 250,000 tons, Degummed Soybean Oil 

120,000 tons, Crude Sunflower Oil 175,000 tons to and Rapeseed Oil 2,000 and about 11,60,000 tons in pipelines.

Ÿ  In news, the government has slashed base import prices of all edible oils by $6-$13 per tn, according to a notice by the Central Board of Excise and Customs.

Ÿ  Total stock at ports and in pipelines is reported at 2,042,000 tons, increased by 47,000 tons from 1,995,000 tons as on 1st August, 2019. India’s monthly requirement is about 

19.00 lakh tons and operate at 30 days stock against which currently holding stock over 20.42 lakh tons equal to 32 days requirements against 25.74 lakh tons as on 1st Sept., 

2018.

Source:	USDA
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Edible Oil Complex (International market fundamentals)

Source:	Reuters	&	SMC	ResearchSource:	CBOT Closing	as	on	13th	September,	2019

• Recently, some Chinese companies also moved to buy 10 shipments of American soybeans, according to Reuters. That amounted to the largest purchase of U.S. soybeans 

from private Chinese companies in more than a year. The easing of trade tensions helped to boost U.S. agricultural prices, which will be highly welcomed news to American 

farmers. 

• U.S soybean oil futures (December) is expected to show an upside momentum towards 31.35 taking support near 27.50 cents per pound.

• Days ahead, palm oil stockpile will resume its uptrend in the coming months, mainly on the back of the commencement of the seasonally higher production cycle, which 

typically commences in July and peaks around September and October, and the Indian government’s recent move to hike import duty on processed palm oil from Malaysia, 

by five percentage points to 50%.

Ÿ CPO futures (December) will probably witness a consolidation in the range of MYR 2100-2300 per ton. The market participants would be judging the demand for palm oil from 

India, especially after rise of import duty & facing competition from Indonesia.

Fundamentals

Ÿ  Malaysia's palm oil inventory in August dropped 10% on year to 2.2 million metric tons, marking the first on-year decline since July 2017, as export demand grew at a faster 

pace than production mainly due to strong demand growth from India, latest data show.

• However, on the contrary, production continued to trend up, increasing by 4.6% m-o-m to 1.82 million tonnes in August 2019. Cumulatively, palm oil production grew 10.8% to 

13.35 million tonnes in the nine months of 2019 (9M19), driven mainly by estates in Peninsular Malaysia, attributed mainly by a pickup in oil yield.

• The strong m-o-m export growth was driven by China (+237.4%), India (+22.6%) and Pakistan (+31.3%), which was in turn due to: i) restocking activities ahead of the Diwali 

festival; ii) increased restocking activities by Indian importers ahead of the country’s import duty hike; and iii) Malaysian palm’s better price competitiveness against its 

Indonesian peers due to the ringgit depreciation in August 2019.

• All of these moves may not amount to much since existing tariffs remain in place, but they can be viewed as confidence-building measures. The optimism returning to the 

market, is clearly visible in the reducing short positions of U.S soybean oil.

• The hopes are high that the trade tension between U.S & China may witness some ease in days to come. In a separate report, Bloomberg said that Trump officials are 

considering an “interim deal” that delays planned tariffs. When asked about such a proposal, Trump did not dismiss it.

• In news, Indonesia ups biodiesel allocation for mandatory program in 2019 to 6.63 mln kilolitres from previous 6.19 mln kilolitres. This move "to anticipate rising sales of diesel 

fuel until December 2019". 

 Commodity S2 S1 Pivot R1 R2

CPO futures (Dec) 1935 2085 2198 2348 2461

U.S soy oil (Dec) 26.35 27.50 28.67 29.82 30.99

Forward curve of U.S Soybean Oil Futures Historic return of  Soybean Oil futures (CBOT)
in the month of September
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• In news, Indonesia ups biodiesel allocation for mandatory program in 2019 to 6.63 mln kilolitres from previous 6.19 mln kilolitres. This move "to anticipate rising sales of diesel 

fuel until December 2019". 

 Commodity S2 S1 Pivot R1 R2

CPO futures (Dec) 1935 2085 2198 2348 2461

U.S soy oil (Dec) 26.35 27.50 28.67 29.82 30.99

Forward curve of U.S Soybean Oil Futures Historic return of  Soybean Oil futures (CBOT)
in the month of September
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Edible Oil Complex (International market fundamentals)

Source:	CFTC
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