
  
 
 

 
 

EBIDTA margins to drop 

by ~ 200 -250 bps for 

sugar millers 
December 2017 

 

 

 

 

 

 

 

 



 

2 

Rising sugar prices have been offset by rising cost of cane 

High prices in sugar season (SS) 2016-17 and higher production in SS 2017-18 is of little cheer to mills because the 

differential between sugar prices and cost of cane continues to narrow. Cane cost are set to rise by 11% while sugar 

prices moderate marginally in SS 2017-18. As a result, CRISIL Research expects Ebidta (earnings before interest, 

depreciation, tax and amortisation) margins to drop 200-250 bps in SS 2017-18, despite buoyant production. 

Raw material accounts for over 70% of the cost for sugar mills, and impacts margins the most. The more the gap 

between sugar prices and cane cost, the better is the margin for mills.  

In SS 2014-15, when the gap between cane cost and sugar prices vanished, mills couldn’t make much at the 

operating level. Although prices have picked up since SS 2015-16 and touched a decadal high in SS 2016-17, it has 

remained nearly 60% lower than cane cost at Rs 856 per quintal compared with ~Rs 1,400 per quintal in the previous 

upcycle of SS 2009-10, which underscores little margin improvement. 

EBITDA margins to contract in SS 2017-18, mostly follows sugar-cane math 

 

Source: Industry, CRISIL Research  

Note: Cane prices are taken as weighted for sugar production for top 4 states.  

 
In SS 2016-17, margins rose a meagre 100 bps to 9% (for a set of 30 companies accounting for 80% of industry 

revenue) despite decadal-high prices. They were also 600 bps lower than the margins seen during the SS 2009-10 

peak.  

On a regional basis, integrated sugar mills in north India should do relatively better than those in the south. Rise in 

production will be limited to the southern states. 

 

Sugar prices have risen on low inventories 

Wholesale sugar prices increased 13% in SS 2016-17, hitting a peak of Rs 40 per kg in February 2017. Depleting 

inventory from the previous season was the main reason for the kick-up. Sugar prices and closing inventory have an 

inverse relationship. As inventories remain stable in SS 2017-18, sugar prices would correct only marginally.  
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Prices have risen amid low inventories 

 

Notes: SS refers to sugar season, from October to September 

Source: ISMA, CRISIL Research 

 

India compelled to import sugar 

After sugar prices peaked in February 2017, the government permitted duty-free import of 0.5 million tonne till June 

and another 0.3 million tonne at a concessional import duty of 25% till December. This has not only offset the 

production deficit, but also corrected prices. 

Imports selective on price rise 

 

Note: Closing inventory and imports are represented in terms of months’ consumption 

Source: National Federation of Co-operative Sugar Factories Ltd, Industry, CRISIL Research 
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UP- Maharashtra to drive production recovery in SS 2017-18 

Sugar inventory is a function of production in the preceding season. In SS 2016-17, production fell 16% led by 

Maharashtra and the southern states. In SS 2017-18, production is expected to increase by nearly 30% aided by 

higher production in the north and west. 

Top 4 states account for about 80% of India’s production 

 

 

Note: AUC = Area under cultivation 

Drawal rate = Percentage of sugarcane used for production of sugar (avg of past 3 years) 

Source: Industry, CRISIL Research 
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