Sugar export rebound at risk
from rising domestic prices

Mumbai, Aug 27 Sugar
prices in India are firming
on fears of short-term sup-
plyconstraints andseasonal
demand even as global
prices are sliding, posing a
threat toarecent recoveryin
exports from the world's sec-
ond-biggest producer of the
Sweetener,

A raised sugar import du-
ty in India, festival demand
andanexpecteddelay incane
crushing in a key producing
state have helped push do-
mestic prices toa $70a tonne
premium to international
prices, making it morelucra-
tive to sell domestically A
vear ago the premium was
just$20atonne

Lower exports fiom India
could provide short-term s up-
porttoglobal sugar pricesthat
hitaseven-month lowonhon-
dayand giveleading sugarex-
porters such as Brazil and
Thailand an opportunity to
takemoreof themarket.

India last week raised the
importduty on the sweetener
to25% from 15% tohelpmills,
which are struggling with
overflowing warehouses doe
to bumper crops over the past
few vears, Gover nment-set
pricesforsugarcane are also
hurt ing them.

“The import duty hike has
isolated the Indian market
fromglobalprice trends. Local
prices won't fall due to global
surplis,” said Ashok Jain,
president of the Bombay Sug-
ar Merchants Association.

Thailandis offering white
sugar at arourd $430 per
tonne, but Indian mills won't
offer below 500 due to rela-
tively higher local prices,
saida dealer, whodeclinedto
be named as he is not autho-

rised totalk to media.
India’s local prices have
risen 10% sofar in 2014, while
global prices have fallen 4.3 %.
“Exports are not possible
unless local prices drop by at
least 15t020% . saidthe deal-
er with a global trading firm
that has been one of the top
sugar exporters this season
ending September. “1 don't
see that happening in2014."
On the eve of Dussehra
and Diwali in the next two

months, sugar demand goes
up andprices rise.

Sincethestart of the2013-14
sugar marketing vear last Oc-
tober mills have aggressively
exported to reduce surphas
sugar. India uswally produces
white sugar, but this vear it al
50 produced raw sugar, espe-
cially to cater to demand from
the growth of refining capaci-
bty inAsiaand Afirica.

Exports are likely to swell
toZ Smilliontonnes inthe cor-
rent yvearended September 30,
compared with just 35000
tonnes a vear earlier: But in
2014-15 India is likely to ship
nmuch less than the current
vear asmills are not interest-

ed in producing raw sugar, in-
dustryexecutives say

“Iills are not keen to pro-
duce raw sugar as they are
getting a higher price for
white sugar (in the domestic
market) than the realisation
for raw sugar from exports,”
said a senior Maharashira
State Cooperative Sugar Fac-
tories federation official.

Sugar mills in Uttar
Pradesh have threatened to
noterush cane in thenew sea-

A raised sugar
import duty, festival
demand and an
expected delay in
cane crushing in

UP have helped
push domestic
pricestoa$70a
tonne premiumto
global prices

son starting in October;, say-
ing theywillnotbeable to pay
a high state-set cane price to
farmers. The mills suspend-
ed crushing this sugar vear
too for two months and had
halted operations in earlier
vearsas well.

“If crushinggetsdelayed, it
will obwiously support sugar
prices. Butit isunlikelyto lead
to shortfall due to ample car-
ry-forward stock,” said Ash-
wini Bansod, a senior analyst
atPhillipCommodities India.

Indiaislikely to start the
new sugar vearwith anopen-
ing stock of 7.5 million
tonnes, down from 9.3 million
tONnes a vearago. Reuters



