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Sugar finally broke out of five-week range and posted
a steady technical finish above the 40,50,&100-day
average on the March chart and above the three
month-high of 14.58c/lb on the daily continuation. As
expected the rally expanded on technical buying and
producer scale selling.

Overall funds are still carrying a record short positions
while the producers still keen to price in range of 15.00-
15.20c/Ib.

Fundamentals

UNICA FH Oct report stated that CS processed 32.41
million mt of cane in line with last year. The sugar mix
dropped 43.76% from 46.53% the previous fortnight
and 49.62% in the same last year. As a result sugar
output dropped to 1.98 million mt down by 12.28%
while ethanol output reached 1.58 billion L, up 11.62%.
Brazil till now has produced 31.21mmt this season
compared to last year 30.13mmt a rise of 3.6%,
crushing has reached 499.59mmt compared to
508mmt previous year, whereas mix has favoured
sugar at 47.62% higher than previous 46.51%.

As per ISMA some 13 mills had produced 34,000mt of
sugar as of October 17 compared to 15 mills producing
30,000mt at the same date last year. Mills in
Maharashtra are expected to start on November 1,
while many mills in UP and Karnataka have delayed
the start of operations for some mills by a few days.
Meanwhile stocks as of October 1 stood at 3.9mmt or
3.8mmt less than last year. UP increased the State
Advised Price(SAP) for sugarcane to INR 3,150/mt

($48.5/mt) for 2017-18, a 3.3% increase from the INR
3,050/mt($46.9/mt). Most sugar mills suggested this
was a modest increase and the sugar industry would
be able to absorb the new costs.

EU sugar price remained firm at € 501/mt in August,
rising by 13.9% in one year. In parallel to the white
sugar price in the London market fell by 29.5% in
one year to US$ 378.06/mt (€ 320.03/mt). This
raises questions EU block producers’ willingness
to exports as they would be willing to rebuild
stocks in the domestic market where prices are
more attractive.
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Figure 1: EU domestic price comparison against world market.

The European parliament decided on October 26 to
start talks over a potential trade agreement with
Australia by end of the year. EU setup a negotiation
mandate in which it noted that some agricultural
sectors might need special consideration or to be
excluded entirely, such as sensitive sectors like sugar
or beet. EU’s estimated beet sugar yield has been
lowered to 76.7mt/ha from 76.9mt/ha by a crop
monitoring services MARS.

Rising freight rates, a narrowing premium between
Brazilian and Thai sugar and a new trade deal with
Australia mean that Indonesia is much likely to import
less raw sugar from Brazil this year. The FOB Thai
HiPol sugar premium over FOB CS Brazil VHP was
$20.12/mt in October, down from $28.41/mt in the first
half of the year. Indonesia is expected to import 4.5mmt
of raws this year.

Macro

Brent crude is trading above $60 per barrel for the first
time in 2 years. Investors have remained bullish after
news that OPEC will continue to stick with production
cuts, although rising exports from Iraq kept a lid on
prices. OPEC is scheduled to meet officially at its
headquarters in Vienna,Austris7uuuuuua on Nov 30 ,
market is speculating that some decision would be
voiced to support the extension of agreement.

Irag move to increase oil exports from its southern
ports by 220,000 bpd to 3.45 million bpd to make up for
supply disruption.
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