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TECHNO FUNDA REPORT ON KAPAS FUTURES (APR '16) — BUY
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Source: Reuters
Recommendation: Investors are advised to take fundamental positional BUY call in Kapas futures
(April 2016 contract) NCDEX at current market price for the target of 915 in long-term, with a closing
stop loss below 845 levels.

Note:
 Theselongterm fundamental calls are for duration of one to three weeks time frame and do not confuse these with intraday calls.

« Itis assumed that investor takes position in two lots and square off position in one lot on partial profit booking and trail stop loss to buying/selling price for
secondlot.

Estimates of demand & supply

«  The Cotton Association of India (CAI) cited that the total cotton output in the country is estimated to be 370.50
lakh bales for the 2015-16 season which began on October 1. However, the estimate is lower by 12.25 lakh bales
than the output of 382.75 lakh bales for the cotton season 2014-15. The domestic consumption is pegged at 325
lakh bales.

« As stated by USDA, in the MY 2015/16 production estimate is 28.5 million 480 Ib. bales while planted area is
finalized at 11.8 million hectares.

«  According to USDA, the MY 2015/16 production estimate is 28.5 million 480 1b. bales while planted area is
finalized at 11.8 million hectares.

«  TheCotton Corporation (CCI) of India has intensified new crop MSP procurement across India.
«  The Government of India approves another export incentive scheme to boost sluggish export sales.

«  On November 18, 2015, the Government of India approved the Interest Equalization Scheme (earlier called
Interest Subvention Scheme) for five years effective April 1, 2015. Under the scheme, eligible exporters can avail a
three percent export credit subvention (subsidy on interest rate charged on export credit).

«  The centre plans to introduce a Direct Benefit Transfer scheme for cotton farmers in response to a slowdown in
global cotton consumption and the demand for higher Minimum Support Price (MSP) for cotton by some states.

«  Theaverage monthly mill consumptionin MY 2015/16 so faris around 1.97 million 480 1b. bales.
« Indianex-gin prices are lower than the Cotlook A Index (figure 1a) making Indian cotton very competitive.
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Exports are expected to remain strong in the coming months especially to neighboring countries.
The country's cotton shipments are expected to rise by about 18% in 2015-16 as against the previous fiscal.

India will export one million bales of cotton to Pakistan as the crop has been damaged in the neighbouring country
duetofloods, according to the industry body Cotton Association of India (CAI).

Executive Summary:

[Cotton 2013/2014 2014/2015 2015/2016
%“;ﬂ‘“ Begin Aug 2013 Aug 2014 May 2016
Indi: USDA New USDA New USDA New
e Official Post Official Post Official Post
Area Planted - - - - - -
Area Harvested 11,700 11,960 12,700 12,900 11,800 11,800
Beginning 11,795 11,795 11,359 10,901 13,386 12,759
Stocks
Production 31,000 31,000 29500  |29.600 28,500 28,500
Imports 675 675 1226 1,226 1,000 800
MY Imports _ ) _ i ) i
from U.S.
Total Supply 43,470 43,470 42085 41,727 42,886 42,059
Exports 9,261 9,261 4,199 4,199 4,400 4,700
Use 23,350 23,308 24500 24,769 25,500 25,300
Loss (500) - - g . .
Total Dom. A N
vy 22,850 23,308 24500 24,769 25,500 25.300
Ending Stocks 11,359 10,901 13,336 12,759 12,986 12,059
total 43 470 43,470 42,085 41,727 42,886 42,059
Distribution
(1000 HA) ,1000 480 Ib. Bales
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For further any queries, please contact
Subhranil Dey Sr. Research Analyst subhranildey@smcindiaonline.com

Ph.: 011-30111000
Extn.: 674

SMC Global Securities Limited is proposing, subject to receipt of requisite approvals, market conditions and other considerations, a further public issue of its equity shares and has filed a Draft Red Herring Prospectus
(DRHP) with the Securities and Exchange Board of India (SEBI). The DRHP is available on the website of the SEBI at www.sebi.gov.in and the website of the Book Running Lead Managers i.e. Tata Securities Limited at
www.tatacapital.com and IL&FS Capital Advisors Limited at www.ilfscapital.com. Investors should note thatinvestment in equity shares involves a high degree of risk. For details please refer to the DRHP and particularly
the section titled Risk Factors in the Draft Red Herring Prospectus.

Disclaimer:

This report is for the personal information of the authorized recipient and doesn’t construe to be any investment, legal or taxation advice to you. Itis only for private circulation and use .The 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 the report. The 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 norinclusive. 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 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 we and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance if this material;(a) from time to time, may have long or short
positions in, and buy or sell the commaodities 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.
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