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q The	  total	  produc.on	  of	  Chilly	  &	  Paprika	  is	  in	  the	  
range	  of	  1.8	  to	  2	  Million	  MT	  

q India	   &	   China	   contribute	   close	   to	   87%	   of	   the	  
world’s	  producBon	  

q India	  is	  also	  the	  largest	  exporter.	  

§ World	   Chilly	   and	   Paprika	   produc.on	  
has	   been	   increasing	   steadily	   mainly	  
due	   to	   the	   increase	   in	   the	   two	  major	  
growing	  countries:	  India	  &	  China	  
§ The	  crop	   in	  on	  the	  decrease	   in	  Europe	  
and	  Peru	  
§ In	   India	   the	  crop	  has	   increased	  due	   to	  
several	  newer	  growing	   regions	  coming	  
into	   reckoning	   during	   the	   last	   four	   to	  
five	  years.	  
§ Area	   in	   China	   has	   been	   increasing	   in	  
the	  exis.ng	  growing	  regions	  
§ Guntur	  is	  the	  major	  market	  in	  India	  and	  
determines	   the	   price	   of	   Chilly	   for	   all	  
other	  domes.c	  markets.	  
§ With	  the	  advent	  of	  on-‐line	  trading	  the	  
Market	   has	   also	   been	   used	   to	   reckon	  
prices	  by	  most	  of	  the	  Impor.ng	  world.	  

Crop	  Overview	  



Supply	  Issues	  2013	  

We	  now	  look	  at	  the	  Crop	  Situa.on	  in	  the	  major	  growing	  areas	  that	  
contribute	  to	  about	  85%	  of	  the	  Global	  Produc.on	  
	  
q India	  

q China	  



Madhya	  
Pradesh	  (M.P)	  

Andhra	  Pradesh	  
(A.P)	  Karnataka	  

Maharashtra	  

Major	  Growing	  Areas	  in	  India	  



§ There	  are	  two	  major	  growing	  areas	  in	  M.P,	  	  East	  and	  West	  Nimad	  regions	  
§ Based	  on	  a	  survey	  of	  the	  areas	  in	  early	  October,	  it	  was	  es.mated	  that	  the	  acreage	  has	  
increased	  by	  25%	  on	  an	  average	  compared	  to	  the	  previous	  year	  crop	  of	  190000	  MT	  
§ However,	  the	  yield	  has	  been	  affected	  by	  delay	  in	  Monsoon	  as	  well	  as	  un.mely	  rains	  during	  
the	  2nd	  week	  of	  Sept.	  Which	  damaged	  several	  fields.	  
§ The	  increase	  in	  the	  area	  was	  at	  the	  cost	  of	  CoWon.	  Farmers	  realized	  beWer	  returns	  during	  
the	  previous	  year	  and	  went	  in	  for	  an	  increase	  in	  area	  of	  Chilly,	  replacing	  CoWon	  
§ The	  M.P	  Crop	  is	  expected	  to	  be	  to	  the	  tune	  of	  232000	  MT	  for	  the	  year	  2012-‐13	  and	  the	  
season	  began	  in	  November	  2012.	  

M.P	  Crop	  Report	  



Areas	   1	   &	   2	   comprise	   the	   “Tradi.onal	  
Growing”	  Paprika	  region	  and	  is	  the	  key	  source	  
for	  extrac.ng	  Oleoresin	  mee.ng	  EU	  Pes.cide	  
Residue	  and	  Illegal	  dyes	  norms.	  

§ Area	  planted	  was	  very	  poor	  in	  the	  rain-‐fed	  
tradi.onal	   area	   (highlighted	   in	   the	   table)	  
and	   the	   crop	   would	   not	   be	   more	   than	  
25%	  of	  last	  year.	  	  Also	  the	  yields	  would	  be	  
poor	  due	  to	  much	  lower	  rainfall.	  
§ In	   the	   non-‐tradi.onal	   areas,	   the	   area	   is	  
down	  by	  about	  10%,	  although	  the	  crop	  is	  
doing	  well.	  
§ A	   major	   concern	   is	   the	   availability	   of	  
water	  to	  facilitate	  a	  third	  picking	  
§ Overall	  there	  is	  going	  to	  be	  a	  shortage	  of	  
about	  30%	  from	  this	  region.	  

This	  region	  mainly	  produces	  the	  Indian	  
Paprika	  which	  is	  used	  for	  extrac.on	  of	  OR	  
Paprika	  

Crop	  Report	  -‐	  Karnataka	  



1.	  Warangal	  

2.	  Bhadrachalam	  

3.	  Khammam	  

4.	  Amarava.	  

5.	  Palnadu	  

6.	  Around	  Guntur	  

7.	  Old	  Madras	  Highway	  

8.	  Markapur	  

MAJOR	  CHILLY	  GROWING	  BELTS	  IN	  
ANDHRA	  PRADESH	  



ProducBon	  EsBmate	  based	  on	  Crop	  Survey	  in	  Feb.	  2013	  

In	  the	  most	  Important	  Growing	  Region	  –	  State	  of	  A.P,	  which	  contributes	  nearly	  60%	  of	  the	  
chilly	  grown	  in	  India,	  the	  crop	  is	  lower	  than	  normal	  by	  about	  24%	  and	  lower	  than	  last	  
year’s	  crop	  by	  29%	  

Crop	  Report	  –	  Andhra	  Pradesh	  



§ Prices	  of	  Chilly	  fell	  by	  almost	  33%	  from	  Dec.	  
2011	  to	  June	  2012	  
§ Steady	  Prices	  for	  CoWon	  last	  year:	   	  replaced	  
15%	  of	  Chilly	  acreage	  
§ An.cipated	   lower	   water	   availability	   forced	  
farmers	  to	  go	  in	  for	  Maize	  which	  swallowed	  
another	  10%	  of	  the	  acreage	  out	  of	  chilly	  
§ Delayed	   plan.ng	   due	   to	   unseasonal	   rains	  
and	  delayed	  onset	  of	  Monsoon	  
§ AWrac.ve	  Prices	  for	  Chick	  Pea,	  which	  made	  
inroads	  into	  5%	  of	  Chilly	  Area	  
§ Due	   to	   large	   scale	   Viral	   disease	   last	   years,	  
many	   farmers	   choose	   to	   move	   over	   to	  
CoWon	  or	  Maize.	  

§ Cyclone	   Rains	   in	   December	   caused	  
water	   logging	   in	   Chilly	   fields	  &	   due	   to	  
this	   several	   plants	   died	   or	   had	   to	   be	  
replaced	  
§  	   Pest	   &	   disease	   like	  Whitefly	   &	   Virus	  
effect	  has	  dras.cally	  reduced	  the	  yields	  
§ 	  Water	   shortage	  due	   to	   lower	   rains	  &	  
due	   to	   this	   water	   is	   available	   only	   for	  
first	  Picking	  &	  remaining	  pickings	  could	  
be	  very	  poor	  yielders	  
§ Late	   Plan.ng	   due	   to	   delayed	   onset	   of	  
Monsoon	  has	  reduced	  yielding	  
§ Labour	   is	   in	   short	   supply	   and	   large	  
farmers	  would	   not	   be	   able	   to	   provide	  
the	  best	  of	  care	  to	  the	  fields.	  

Andhra	  Pradesh	  –	  Reasons	  for	  Poor	  Output	  

Reasons	  for	  lower	  Planted	  Acreage	   Reasons	  for	  lower	  Yields	  



§ Based	  on	  the	  Survey,	  we	  expect	  the	  Chilli	  
Crop	  of	  India	  to	  be	  about	  15%	  lower	  than	  
the	  previous	  year.	  
§ The	  growth	  of	  Chilly	  produc.on	  has	  been	  
steady	   over	   the	   past	   10	   years	   with	  
several	   new	   areas	   taking	   up	   chilli	  
Cul.va.on.	  
§ During	   the	   current	   year,	   two	   of	   the	  
major	   growing	   regions,	   namely	   Andhra	  
Pradesh	  and	  Karnataka	  have	  been	  badly	  
affected.	  	  
§ However,	  in	  the	  case	  of	  M.P	  the	  crop	  has	  
surpassed	   last	   years	   and	   the	   crop	   of	  
2013-‐14	  would	  be	  an	  all	  .me	  high	  here.	  
§ Although	  the	  produc.on	  is	   lower	  by	  15%	  
compared	   to	   the	   last	   year,	   the	   effect	   of	  
the	   lower	   crop	   in	   A.P	   would	   be	   larger	  
than	  the	  mere	  sta.s.c.	  

Indian	  chilly	  Crop	  ProducBon	  EsBmate	  



Chilli/Paprika	  Growing	  Regions	  in	  
China	  

Yunan	  

Tian	  Ying	  

Sweet	  Paprika	  

Yidu	  

Yidu	  

Important	  Varie.es	  of	  each	  region	  are	  shown	  



Chinese	  Crop	  Reports	  

Chinese	  Sources	  have	  been	  repor.ng	  a	  higher	  
crop	  for	  the	  year	  2012-‐13	  
	  
The	  Chinese	  prices	   for	  both	  Yidu	  and	  Paprika	  
began	  to	  fall	   in	  an.cipa.on	  of	  a	  much	  higher	  
crop	  
	  
The	   Paprika	   Crop	   is	   expected	   to	   be	   in	   the	  
range	   of	   45000	   MT	   against	   a	   crop	   of	   35000	  
MT	  last	  season.	  
	  
Similarly	  Yidu	  is	  es.mated	  to	  be	  about	  250000	  
MT	  -‐	  higher	  by	  about	  20%	  over	  last	  year’s.	  	  
	  
The	   New	   Crop	   arrivals	   began	   in	   October,	   as	  
usual	  and	  the	  prices	  con.nued	  to	  rule	  easy	  
	  
The	   availability	   remained	   good	   .ll	   Feb.	   2013	  
.ll	   the	   annual	   Holidays	   and	   thereamer	   the	  
material	  began	  moving	  to	  Cold	  stores.	  

(The	  above	  prices	  are	  Sale	  offer	  prices)	  



The	  Key	  Bearish	  factors	  
	  
§ 20%	  increase	  in	  the	  M.P	  crop	  crea.ng	  ini.al	  
pressure	  on	   the	  prices	   just	   before	  opening	  
of	  the	  main	  crop	  from	  A.P	  
§ No	  prac.ce	  of	  storing	  chillies	  in	  M.P	  
§ Expected	   lower	   exports	   from	   India	   due	   to	  
good	  crop	  in	  the	  neighbouring	  regions	  
§ Higher	   Chilly	   Crop	   in	   China,	   helped	   absorb	  
demand	  away	  from	  India	  
§ Healthy	  level	  of	  stocks	  currently	  held	  in	  cold	  
storages	   in	   India	  which	   is	   about	  60000	  MT	  
higher	  than	  the	  previous	  year	  

The	   bearish	   factors	   have	   so	   far	   kept	   the	  
market	   under	   check.	   The	   Bullish	   factors	   are	  
expected	   to	   began	   taking	   over	   slowly	   but	  
surely.	  

The	  Key	  Bullish	  factors	  
	  
§ Poor	   crops	   of	   A.P	   (Main	   crop)	   and	  
Karnataka	   would	   impact	   prices	   in	   the	  
post	   January	   scenario,	   when	   M.P	  
arrivals	  begin	  to	  taper	  off.	  
§ Good	   demand	   for	   high	   pungency	  
varie.es	   from	   	   Capsicum	   extractors	  
would	   influence	   prices	   of	   other	  
varie.es.	  As	  this	   	  is	  not	  grown	  in	  China,	  
we	  could	  see	  a	  spurt	  in	  demand	  in	  later	  
months.	  
§ Unseasonal	   rains	   in	  mid	  Feb.,	   creates	  a	  
minor	  damage	  to	  the	  crop.	  
§ Speculators	   would	   jump	   in	   at	   lower	  
price	   levels	   as	   the	   stocks	   begin	   to	  
deplete.	  
§ Unseasonal	  rains	  can	  cause	  problems	  up	  
to	  early	  May.	  

Key	  Factors	  AffecBng	  the	  Markets	  



Indian	  Exports	  
q All	  Quan..es	  are	  in	  1000	  MT	  

q The	  Exports	  are	  steadily	  on	  the	  rise	  
over	  the	  last	  few	  years.	  

q The	  figures	  of	  2012-‐13	  are	  projec.ons	  

q One	  of	  the	  key	  reasons	  for	  robust	  
exports	  during	  the	  last	  24	  months	  is	  the	  
deprecia.on	  of	  the	  Indian	  Rupee	  
against	  major	  currencies	  

q The	  low	  prices	  of	  2012	  has	  helped	  
boost	  exports	  for	  the	  period	  2012-‐13	  

q Export	  would	  con.nue	  to	  be	  healthy	  
for	  2013-‐14,	  but	  may	  not	  surpass	  the	  
current	  year’s	  figures.	  



Material	  Balance	  

§ The	  2013-‐14	  Season	  is	  expected	  to	  end	  with	  a	  much	  lower	  closing	  stock	  

§ The	  Exports	  are	  expected	  to	  be	  a	  the	  same	  level	  as	  the	  last	  season.	  

§ Domes.c	   consump.on	   on	   an	   overall	   basis	   could	   be	   lower	   due	   to	   higher	   level	   of	   prices	  
compared	  to	  the	  last	  year.	  

§ However,	  to	  get	  a	  beWer	  idea	  of	  the	  impact,	  we	  need	  to	  es.mate	  the	  movement	  within	  the	  
season.	  

Note:	  Domes*c	  Consump*on	  is	  the	  off-‐take	  from	  the	  growing	  regions.	  



ü The	  Stock	  level	  in	  the	  local	  Temperature	  Controlled	  Warehouses	  would	  be	  
precarious	  from	  August	  to	  November	  2013.	  

ü Prices	  could	  be	  under	  stress	  during	  this	  period	  as	  the	  stored	  material	  would	  be	  
the	  only	  source	  to	  meet	  domes.c	  and	  export	  demand.	  

Supply	  –	  Demand	  Forecast	  	  (	  Month	  wise	  )	  2013-‐14	  



q During	   the	   last	   year	   several	   containers	  
came	  under	   	  USFDA	  deten.on	  due	  to	  the	  
presence	  of	  Pes.cide	  Residue	  

q Currently	  no	  Exporter	  from	  India	  is	  willing	  
to	  risk	  sending	  non-‐IPM	  chill	  to	  the	  U.S	  

q Other	   countries	   too	   have	   started	  
implemen.ng	   the	   Pes.cide	   Residue	   and	  
Aflatoxin	   regula.ons,	   although	   not	  
consistently	  as	  in	  the	  EC	  and	  the	  US	  

q As	   can	   be	   seen	   in	   the	   adjoining	   table,	  
even	   if	   the	   Supply	   doubles,	   there	   is	   yet	  
going	  to	  be	  a	  major	  gap	  between	  demand	  
and	  supply	  	  of	  IPM	  chilly.	  

q The	   premium	  paid	   to	   organizers	   is	   likely	  
to	  move	  up	  by	  about	  US$	  50	  per	  MT	  

Thus	   the	   demand	   for	   Chillies	   grown	  
with	   special	   care	   to	   meet	   the	  
regula.ons	  of	  EU	  and	  US	  would	  be	  in	  
very	  great	  demand	  

IPM	  (Integrated	  Pest	  Management)	  Chillies	  –	  S&D	  Analysis	  



Chilli	  Price	  Chart	  Since	  1990	  

The	  Chilly	  prices	  seem	  to	  follow	  roughly	  a	  4	  year	  Cycle.	  
The	  price	  chart	  has	  four	  components	  
q Cyclical	  	  	  	  	  	  	  	  	  	  
q 	  Trend	  
q Seasonal	  	  	  	  	  	  	  	  	  	  
q Random	  fluctua.on	  



q Apart	   from	   the	   4-‐year	   Cyclical	  
paWern,	  prices	  also	  seem	  to	   follow	  
a	  long	  term	  trend.	  

q Approximately,	   the	   prices	   have	   a	  
tendency	   to	   increase	   @	   3.5%	   per	  
year	  in	  Rupee	  term	  

q The	   trend	   line	   reflects	   the	   impact	  
of	   infla.onary	   elements	   like	  
produc.on	   cost	   on	   the	   long	   term	  
price	  movement	  

q Over	   the	   last	   22	   years,	   the	   Indian	  
Rupee	   has	   depreciated	   nearly	   the	  
same	  rate	  as	  can	  be	  seen	  in	  the	  last	  
Chart.	  

q Due	   to	   this,	   on	   a	   long	   term	   basis,	  
the	  price	  of	  Indian	  Chillies	  in	  Dollar	  
terms	   has	   remained	   stable	   over	   a	  
period	  of	  over	  20	  years.	  

Analysis	  of	  the	  past	  22	  years’	  price	  data	  



q  The	   22	   year	   data	   also	   show	   a	   seasonal	  
paWern.	  

q  Prices	   have	   shown	   tendency	   to	   remain	  
steady	  or	  ease	  during	   the	  first	   two	  quarters	  
(Jan	  to	  June)	  

q  However,	   in	   the	   last	   two	   quarters,	   prices	  
have	  shown	  tendency	  to	  take	  “off-‐seasonal”	  
upward	  correc.on.	  

q  Cau.on	  must	  be	  exercised	  as	  there	  are	  a	  few	  
years	   when	   the	   prices	   did	   not	   follow	   this	  
paWern	  

q  It	   may	   be	   noted,	   the	   average	   price	  
fluctua.on	   on	   seasonal	   factors	   have	   been	  
well	  within	  a	  range	  of	  10%	  	  

	  

Price	  Changes	  due	  to	  Seasonal	  Factors	  

q During	   the	   current	   season,	   the	  
prices	   have	   so	   far	   reflected	   the	  
same	   seasonal	   direc.on	   as	   the	  
long	  term	  average.	  

q The	   fundamentals	   point	   to	   the	  
prices	   changing	   direc.on	   post	  
June	   as	   is	   the	   paWern	   forecasted	  
by	  the	  long	  term	  price	  behaviour	  



1.  The	   Prices	   of	   Chilly	   are	   set	   by	   the	   Supply-‐Demand	   situa.on	   in	   the	   world’s	   largest	  
market	  –	  Guntur	  in	  India	  which	  is	  chiefly	  fed	  by	  the	  crop	  in	  the	  state	  of	  Andhra	  Pradesh.	  

2.  All	  other	  growing	  regions	  act	  to	  influence	  demand	  off	  the	  Guntur	  Market	  

3.  The	   Indian	   Chilly	   Crop	   is	   Short	   and	   the	   two	   major	   producing	   regions	   of	   A.P	   and	  
Karnataka	  are	  woefully	  short	  compared	  to	  the	  previous	  year’s	  produc.on	  

4.  The	  higher	  level	  of	  Carry	  forward	  stock,	  one	  of	  the	  best	  crop	  years	  in	  China	  and	  the	  all-‐
.me	  high	  crop	  recorded	  in	  M.P	  have	  been	  so	  far	  keeping	  prices	  under	  check	  

5.  But	  from	  the	  month	  of	  April,	  the	  influences	  of	  these	  factors	  would	  fade	  away	  and	  the	  
impact	  of	  the	  poor	  crop	  in	  the	  major	  regions	  of	  India	  would	  start	  having	  a	  telling	  effect.	  

6.  The	  long	  term	  price	  trend	  show	  that	  the	  prices	  have	  a	  tendency	  to	  inflate	  in	  the	  3rd	  and	  
4th	  quarters.	  This	  year,	  the	  d	  stock	  levels	  would	  be	  low	  during	  these	  quarters	  

7.  Thus	  we	  should	  expect	  the	  markets	  to	  move	  into	  the	  bullish	  phase	  star.ng	  from	  July’13	  

8.  Over	   the	   long	   period	   of	   .me	   increasing	   trend	   in	   Chilly	   prices	   have	   been	  more	   than	  
compensated	  by	  the	  deprecia.on	  of	  the	  Indian	  Rupee	  against	  the	  US	  Dollars.	  

9.  There	  is	  going	  to	  be	  par.cularly	  a	  very	  high	  demand	  for	  the	  Chillies	  grown	  under	  IPM	  
prac.ces	  as	  the	  gap	  between	  Supply	  and	  Demand	  is	  extremely	  wide.	  

Conclusions	  



Ques.ons?	  



Thank	  you	  


