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Sugar production registers marginal YoY dip
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As of February 15, 2024, the State-wise crushing data for SSY24 indicates an
improvement in sugar production numbers, with a notable narrowing of the YoY
difference. Sugarcane crushing activity has decreased by 4%, compared to a 7%
reduction a month ago, reaching 227 MMT as opposed to 236 MMT during the same
period in SSY23. Similarly, sugar production has decreased by only 2.3%, compared
to a >3% reduction two weeks ago, totaling 22.4 MMT compared to 22.9 MMT in
SSY23. On a national scale, the sugar recovery numbers for SSY24 have improved on
YoY basis at 9.86% - thanks to UP which is witnessing an impressive 90bps
improvement. Currently, the revised expectations for sugar production in SSY24
stands at 31.7 MMT, compared to 33.1 MMT in SSY23. This decline is primarily
attributed to decreased sugar production in Maharashtra (down 8.4%) and
Karnataka (down 6.6%). Our overall outlook on the sugar sector remains negative.
This perspective is influenced by recent notifications from the Government of India
affecting ethanol volumes, with a likelihood of a more significant impact next year.
Additionally, the increase in sugar production is expected to exert downward
pressure on sugar prices.

Sugarcane crushing lower...

As of February 15, 2024, there is a 4.0% decrease in sugarcane crushing compared to
the previous year, primarily attributed to a significant decline in Maharashtra (down
8.8%) and decrease in Karnataka (down 3.2%). Notably, this reduction in crushing
activity has led by lower count of operational mills in Karnataka. Contrastingly, in the
state of UP, sugarcane crushing has seen a growth of 2.1%. This uptick aligns with a
modest increase in the number of operational mills for the SSY24, totaling 119 mills
compared to 116 in SSY23 during the corresponding period.

...leading to lower sugar production

Decline in sugarcane crushing has led to decrease in sugar production to 22.4 MMT vs.
22.9 MMT in SSY23 during the same period. However, for UP state, sugar production
has increased by impressive ~12% to 6.8 MMT vs. 6.1 MMT with recovery numbers
at impressive 10.2% vs. 9.3% in SSY23 for last season during the same period.

Expect higher sugar production at 31.7MMT

As per industry data, sugar production would be lower for SSY24 at ~31.7MMT vs.
~33MMT in SSY23 primarily due to lower sugar production in Maharashtra/Karnataka
due to lower yields/recovery. However, due to lower diversion for ethanol production
and no export quota it is expected to pile up the inventory levels.

Domestic prices have started to decline

Sugar prices were favorable in last few months have started to correct in line with
increase in sugar production in recent times (Maharashtra sugar prices are quoting at
~Rs34 to Rs34.5/kg). We have been highlighting this risk in our earlier notes (link). This
negative stance is shaped by recent notifications from the Government of India,
particularly those affecting ethanol volumes (direct route contracts cancelled and BH
suspended in future tenders) and CH ethanol pricing upward revision (to encourage
higher sugar production).

Fig 1: SSY24 sugar season data as on 15.02.2024

Stock price performance (%)*

Company Name 1Mth 3Mth 6 Mth 1Yr
BRCM (5.3) (14.5) (5.5) 0.6
TRE 13 (5.9) 174 202
NIFTY Midcap 100 31 177 300 60.2

Source: Centrum Broking, *as on 16 February 2024

Rating and Target prices

Company Name Rating  Price* (Rs) TP (Rs)
BRCM Reduce 372 335
TRE Reduce 337 286

Source: Centrum Broking, *as on 16 February 2024

Nifty Midcap100 Vs BRCM Vs TRE

180
160 NIFTY Midcap 100
140
120

100

BRCM IN
80 T T T T T T
Feb-23 Apr-23 Jun-23 Aug-23 Oct-23 Dec-23 Feb-24

Operational Mills Cane crushed (MMT) Sugar Production (MMT) Avg. sugar

State Recovery (%)

ssY24  ssy23 Y°v(;:3"ge ssY24 ssy23 chY:nvge ssY24  ssy23 ch::'ge ssY24 ssv23
Uttar Pradesh = 119 116 3 671 657 21% 68 61 119% 1020 9.30
Maharashtra =~ 203 194 9 80.3 880 (8.8%) 7.9 87 (84%) 990 9.5
Karnataka 59 66 (7) 439 453 (3.2%) 43 46  (6.6%) 9.75 10.10
Rol 126 127 (1) 356 372 (42%) 3 4  (64%) na na
All India 507 503 4 2268 2362 (4.0%) 224 229 (2.3%) 9.86 9.69

Source: National federation of cooperative sugar factories, Centrum Broking

Source: Bloomberg
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of the projections and forecasts described herein as a representation or warranty by or on behalf of the Company, Centrum, the authors of this report or
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investment. Centrum and its affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Foreign currencies
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transactions.

This report/document has been prepared by Centrum, based upon information available to the public and sources, believed to be reliable. No
representation or warranty, express or implied is made that it is accurate or complete. Centrum has reviewed the report and, in so far as it includes current
or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. The opinions expressed in this
document/material are subject to change without notice and have no obligation to tell you when opinions or information in this report change.

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible
media and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This
publication may not be distributed to the public used by the public media without the express written consent of Centrum. This report or any portion hereof
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damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the
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contained herein shall form the basis of any contract or commitment whatsoever. This document is strictly confidential and is being furnished to you solely
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