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KAPAS

Fundamentals

 Kapas futures (April) is expected to descend down for the third consecutive month as it is seen heading towards 880 levels.

 Cotton Association of India has released its April estimate of the cotton crop for the 2016-17 crop year beginning form 1st October 2016. The CAI has 
retained its April estimate of the cotton crop for the 2016-17 crop year at 340.50 lakh bales of 170 kgs. each i.e. at the same level as in the last month. 
The projected Balance Sheet drawn by the CAI estimated total cotton supply for the Season at 410.50 lakh bales while the domestic consumption is 
estimated at 300.00 lakh bales thus leaving an available surplus of 110.50 lakh bales. 

 The arrival of cotton during the month of April 2017 is estimated at 30.75 lakh bales as compared to 22.25 lakh bales arrived during the same month last 
year. The total arrival this season up to the month of April are estimated at 306.25 lakh bales, which constitute around 90% of the total estimated crop.  

 The initial U.S. Department of Agriculture (USDA) cotton projections for 2017/18 indicate that world cotton consumption will rise slightly and exceed 
production for the third consecutive season.

 India is forecast to remain the leading cotton producer in 2017/18, accounting for 28.0 million bales of production, or 25 percent of the world total. 
India’s output is projected nearly 6 percent above the 2016/17 crop, as area there is expected to increase nearly 10 percent due to higher cotton prices 
relative to competing crop prices. Limiting the production increase is a projected yield that is below 2016/17 but still near the 5-year average.

 The area under cotton has increased by 27 per cent so far, at 11.24 lakh ha, from 8.84 lakh ha in the corresponding last year. In Punjab and Haryana, 
where planting of cotton is almost coming to an end, farmers are returning to the fibre crop, drawn by higher prices.

 India’s cotton consumption in 2017/18 is projected to rebound by 250,000 bales to 24.0 million bales, similar to the average over the last several 
seasons.

 World cotton production is forecast at 113.2 million bales in 2017/18, a 7-percent increase, following a gain of 9 percent in 2016/17. 

 The higher 2017/18 cotton production projection is the result of favorable prices that are encouraging a rebound in area. The global yield is forecast to 
decrease slightly but remain above the 5-year average. 

 Based on USDA’s initial projections, India, China, and the United States are forecast to account for a combined 62 percent of global cotton production 
in 2017/18, compared with 63 percent in 2016/17.

 The ample supply outlook means prices are now heading for the biggest monthly loss since August. Hedge funds are backpedaling on bets on a rally, 
lowering their wagers for the second time in three weeks.

Historic returns of Kapas futures during month of 
June

Source:	Reuters	&	SMC	Research

Kapas futures Seasonal Index 

Source:	NCDEX Closing	as	on	31st	May	2017

 S3 S2 S1 Pivot R1 R2 R3

 811 867 897 953 983 1039 1069

WHEAT

Fundamentals

 Wheat futures (July) may witness a consolidation in the range of 1590-1680 levels, with upside getting capped. 

 Wheat prices are likely to fall in at least eight states as the food grain has been kept in the 0% rate under the Goods and Services Tax regime, which will 
subsume most indirect taxes from July.

 As estimated by the Ministry of Agriculture, in its 3rd Advance Estimates of Production, Production of Wheat, estimated at 97.44 million tonnes is also a 
record. This year’s wheat production is higher by 1.66% than the previous record production of 95.85 million tonnes achieved during 2013-14. 

 As per USDA, Indian wheat production in marketing year (MY) 2017/18 is forecast at a record 96.5 million metric tons (MMT). MY 2017/18 imports are 
forecast lower at 4 MMT due to the expected increase in domestic production. MY 2016/17 wheat ending stocks are raised to 9.6 MMT due to 
unexpectedly high government stocks, coupled with lower levels of consumption at 92.8 MMT.

 In another estimate, carryover stocks of wheat at the beginning of the season were at 7.4 mln tn, which when added to the expected procurement of 
30.0 million tons this year will take total stocks in government reserves to 37.4 million tons. However, taking out 26.0 million tons for public distribution 
system and 7.5 million tons for the buffer stock will leave the government with barely 3.9 million tons of wheat.

 The wheat harvest began in March in Madhya Pradesh, during the first week of April in Punjab, Haryana, and western Uttar Pradesh, and during mid-
April in the eastern states. Harvest is nearly complete in Punjab, Haryana, Madhya Pradesh, Rajasthan, Gujarat and most of Uttar Pradesh. It is 
remains ongoing in eastern Uttar Pradesh, Bihar, and West Bengal. 

 The food ministry is targeting to procure 33.0 million tons wheat in 2017-18 marketing year ending March, up from 22.9 million tons purchased in the 
year-ago period.

 As on May 30, 2017, Food Corporation of India and state agencies have procured 296.91 lakh tonnes of wheat in the current Rabi marketing season 
2017-18 against 229.61 lakh tones procured in the whole season last year. 

 Procurement will continue through June in most other states except Punjab and Haryana, depending on the movement of open market prices. Most 
states are likely to supply larger volumes over last year’s procurement levels.

 On the demand side, MY 2017/18 consumption is raised to 95 MMT due to more domestic stocks, although consumption growth will be 2.3 percent, 
which is more modest than last year.

 The food ministry has proposed to offer 4.8-4.9 mln tn wheat under the open market sale scheme during 2017-18 (Apr-Mar) marketing year. The 
ministry has proposed selling the grain at a base price of 1,791 rupees per 100 kg, including a minimum support price of 1,625 rupees, 125 rupees for 
incidentals, 41 rupees for loading and unloading.

Historic returns of Wheat futures 
during month of June

Source:	Reuters	&	SMC	Research

Forward curve of Wheat futures 

Source:	NCDEX Closing	as	on	31st	May	2017
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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, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI 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 commodity.

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.

4 5

COTTON OIL SEED CAKE (JULY)

Fundamentals

 The trend of Cocud futures (July) is down & is seen approaching its support near 1800 levels. The sentiments are bearish, therefore if it 

breaks the support, then can go further down towards 1700 levels. 

 Spot cotton oil cake price is quoting at Rs 1,880/100kg in Kadi market of Gujarat amid limited demand.

 Demand from cattle feed manufacturer continues to remain as per requirement as they have shifted to other feed substitutes i.e. tur chunni and chana 

chunni. Tur chunni is still available at Rs 1,200-1,300/100kg whereas chana chunni is available at 1,500-1,600/100kg.

 The stockiest are still holding huge quantity of stock so they are anticipating that prices of cotton oil cake may fall in near term if stockiest start 

liquidating the stock.

 Processors are buying cottonseed as per requirement due to limited sales of cotton oil and cotton oil cake.  

 Meanwhile, the major factor which is weighing on the market sentiment is the on-going sowing progress of cotton which has reached 60% of the total 

target area in Haryana and 70% in Punjab.

 If cotton production increases then the availability of raw material i.e. cotton seed is likely to increase which will weigh on cotton oil cake prices.

 The other factor which the stockiest and traders are closely watching is the arrival time of monsoon.

 Fundamentally, global cottonseed output in 2017/18 is projected to increase 8 percent to 41.8 million tons.

 Indian cottonseed production in 2017/18 is projected up nearly 6 percent to 11.9 million tons.

 The Indian cottonseed crush is forecast to expand 5 percent in 2017/18 to 8.5 million tons.

Historic returns of Cotton oil seed cake futures 
during month of June

Source:	Reuters	&	SMC	Research

Cotton oil seed cake futures Seasonal Index 
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