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WEEKLY SUGAR EDITORIAL: Rally in A Thin Volume

Market was dull during early of the week, trading
sideways, and sugar exceptionally was waiting for
something to trigger any big movement, either way. We
have seen few attempts by funds pushing the bids up,
very uncommon habits but that’s the only way to make
sure the market gets enough stamina to maintain
strong in bearish sentiment.

As the market leaving the first week of August, and
despite huge rally during late hours, a nice strategy to
create panic among system traders who join the
stampede and leave a bullish technical signal despite
VH spread remain below -35, on the other hand
showing a bearish signal.

We remain bearish in medium term, there are still too
much sugar needs to be assigned to destination,
furthermore, weather in India and Thailand is looking
very good for another year of healthier crop by end
2017. A choppy macro in short term could be a game
changer. Somebody out there needs to make money,
drifting the market away outside the fundamentals but
this must come to an end, at least for another 6 weeks
before Oct16 expiry.

Fundamentals

According to the Foreign Trade Department (SECEX),
Brazil has exported 2.911 million MT in July 2016, up
8.4 per cent over the previous month and 23.8 per cent
higher than July last year. This was the highest volume
of sugar exported in a month since August 2013.High
prices in the international market have encouraged
mills to increase their focus on sugar production to
meet export demand.

On the other hand, Brazil also has exported 907.93
million litres of ethanol, up from 668.33 million litres last
year between January and July.
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Chart 1: Shows the sugar exported from Brazil from 2012-today; in FH16 Brazil

has exported 10.68MMT compared to 9.56MMT in last year which is 11.7% higher.

Indian agriculture ministry is considering to impose
stock limits on millers and may also re-introduce the
monthly release mechanism i.e. the order mechanism
under which the central government decides how much
each mill sold in the open market, the idea which was
scrapped in 2013.

In India, the rain is expected to be normal during the
month of August while precipitation in September is
expected to be above average as per Indian
meteorology department’s forecasts. The wet weather
is expected to help farmers with planting and crop yield.
The good news is that in Maharashtra rainfall was 68
per cent higher, while in Uttar Pradesh rains were
14.38 per cent above the historical average.

The MDA weather services forecast dry weather over
CS Brazil region in the next five days but expects
above average rainfall over the next six to eight days
which may be beneficial for the crops as there has
been a fear rising that the excess of dry weather may
affect the crop vyield, however this can affect the
crushing pace.

Correlation of Sugar and Crude Oil
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Chart 2: Shows the correlation between sugar and crude oil for last two weeks’.
As crude oil has revamped this has also led to the rise of the price of sugar and
other soft commodities. The funds have been closely monitoring the oil prices
and with no fundamental bullish news coming in the rise in crude has given them
more time.

Brazilian Real(BRL) reached the strongest level in 52-
weeks against USD on speculation that the monetary
stimulus in developed market will make Brazil higher
interest rate attractive for foreign investors.

Macro

The BoE cut interests rates for the first time in seven
and half years, from 0.50 percent to 0.25 percent and
increased its government bond-buying program to
counter the post-Brexit slump in the U.K economy. This
has signalled to investors that other central banks
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