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Executive Summary 

 
 Domestic sugar consumption for SY2017

1
 is likely to report a de-growth of 3% - 3.5% to around 24.0 million MT when compared to 

last year. ICRA estimates that bulk consumers such as soft drink manufacturers, bakeries, confectioners, hotels and restaurants 
account for around 60-70% of milled sugar demand. The sugar demand during the ongoing sugar season is likely to be impacted 
because of withdrawal of subsidy by the central government on Public Distribution System (PDS) sugar, ongoing agitation against 
certain soft drink brands and short term demonetisation impact during the period November - December 2016. Apart from this 
short-term impact, increasing health consciousness and stated intent of several food & beverage (F&B)  manufacturers such as 
soft drink bottlers and confectioners to 
reduce sugar content may also have impact 
on sugar demand going forward. 

 In March 2017, the Central Government 
has withdrawn the Rs. 4500-crore subsidy 
for the state governments who distributed 
subsidised sugar through the PDS, 
applicable from FY2018 onwards. The 
allocation of subsidy for FY2018 has been 
around Rs. 200 crore for the state 
governments for procurement of PDS sugar 
which amounts to the pending liabilities 
under this programme. This withdrawal of 
subsidy is likely to impact the usual sugar 
off-take by the state governments and 
result in lower availability of subsidised sugar. This, coupled with a significant increase in the sugar prices in the open market, 
would reduce the sugar consumption when earlier consumers had availed of sugar under the PDS. 

 Sugar off-take by FMCG companies is likely to be impacted by factors such as agitation against certain soft drink brands. The 
protests have been on account of the alleged significant groundwater consumption by these companies in many parts across 
Tamil Nadu. This is going to impact the demand of soft drinks manufactured by some of these companies. 

 The sugar demand during SY2017 has also been impacted by some temporary loss of off-take in November and December 2016 
following demonetisation. This also led to reduced off-take by wholesalers/traders. 
 

                                                           
1
 Refers to sugar year 2016-17 starting October 2016 to September 2017 
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 Apart from these short-term developments which have impacted the off-take in the current year, increasing health consciousness among consumers is likely to impact 
the off-take of certain food products such as white sugar and oils in the long run. Several F&B manufacturers such as beverage bottlers and confectionery players have 
already stated their intent to reduce the amount of sugar content in their products in the near to medium term. 

 
The aforesaid slowdown in demand is, however, unlikely to affect the sugar prices and profitability trends in the current sugar year, as the impact of the decline in the 
domestic sugar consumption during SY2017 is likely to be more than offset by a higher-than-expected decline in sugar production. Thus, while ICRA was expecting a 
production of 23.0 million MT in December 2016, we now expect production at only around 20.3 million MT. Domestic sugar production is expected to be lower than 
domestic sugar consumption by around 3.0 - 3.5 million MT. ICRA projects the closing stocks at around 4.0 - 4.5 million MT in SY2017, which would be sufficient to meet 
the requirement of around two months of domestic consumption. While this is lower than the normative stock requirement of 3 months (around 6 million MT), the levels 
of sugar stocks would largely limit any dependence on imports during SY2017. While impact in the near term is likely to be minimal, ongoing slowdown in demand is likely 
to have an adverse impact on prices and business volumes of sugar companies in the medium to long-term. 
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