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DAILY COCOA COMMENTARY  
05/16/17  

Short-covering may continue with specs short; improving demand  
 
Cocoa has risen more than 230 points (13% higher) in eight sessions, due in 
part to short-covering fueled by a multi-year high net spec short position. 
Another major catalyst for cocoa's near-term strength may be closer to a 
resolution, however, which leaves the market vulnerable to a near-term 
pullback. Cocoa prices were boosted to a five week high by unrest in the Ivory 
Coast between mutinous soldiers and the government over demands for bonus 
payments. Ivory Coast officials gave those soldiers an ultimatum on Sunday, but 
further shooting erupted Monday morning in several cities which now include the major port of San Pedro. There 
were headlines after the close that the government and mutineers had reached a deal, but spokesmen for the 
mutineers reportedly said that no deal was in place. It may take several more days to see if there is an agreement 
in place and if situation settles down for the longer-term. The demand side of the market has taken a back-seat to 
events in Ivory Coast recently, but a recovery in the Eurocurrency back the key 1.1000 level may provide some 
benefit from what has been a lukewarm European demand outlook.  
 
TODAY'S MARKET IDEAS: 
If there is a "solid" deal in place between the Ivory Coast government and the mutineers, cocoa prices should see 
a near-term pullback. Given that the market remains net spec short even after this current updraft, continued Ivory 
Coast unrest would lift cocoa prices back towards their mid-March highs. Near-term support for July cocoa is at 
1971 while resistance is at 2074 and 2081.  
 
NEW RECOMMENDATIONS: 
None.  
 
PREVIOUS RECOMMENDATIONS: 
None.  
 
 
COCOA TECHNICAL OUTLOOK: 
Note: Technical commentary is based solely on statistical indicators and does not necessarily correspond to any fundamental analysis that 
may appear elsewhere in this report. 
 
COCOA (JUL) 05/16/2017: Rising stochastics at overbought levels warrant some caution for bulls. The market's 
short-term trend is positive on the close above the 9-day moving average. Follow through buying looks likely if the 
market can hold yesterday's gap on the day session chart. It is a mildly bullish indicator that the market closed 
over the pivot swing number. The next upside target is 2079. With a reading over 70, the 9-day RSI is 
approaching overbought levels. The next area of resistance is around 2058 and 2079, while 1st support hits today 
at 2024 and below there at 2010.  
 
DAILY COFFEE COMMENTARY  
05/16/17  

Need to hold support; Off year production but favorable weather  
 



Coffee prices have not benefited from stronger outside markets early this week and while they remain in their 
recent consolidation zone for now, they may need to find additional bullish supply news to offset a lukewarm near-
term demand outlook. While a new 4-week high in the Brazilian currency should have provided coffee with 
underlying support, Brazil's domestic stocks may be too tight for the market to be threatened by any potential 
surge in exports from that nation. There has been supportive news from Colombia and Brazil over the past few 
weeks, but the market may be looking for additional evidence of lower production before dialing down output 
forecasts from either nation. Vietnamese export totals last month had a significant drop-off, which indicates that 
producers may be holding back on marketing their supplies until prices can see an extended recovery. ICE 
exchange coffee stocks rose by 1,801 bags on Monday and are on track for a fifth monthly build in a row. The last 
time that occurred was between November 2012 and March 2013, which underscores the sluggish demand seen 
in Europe and North America since the start of this year.  
 
TODAY'S MARKET IDEAS: 
The supply side of the market may become even more supportive if Colombia's recent output issues continue for 
a few more months. July coffee will find near-term support at 132.20 and if this cannot hold, the chart pattern 
would suggest a resumption of the downtrend.  
 
NEW RECOMMENDATIONS: 
None.  
 
PREVIOUS RECOMMENDATIONS: 
None.  
 
 
COFFEE TECHNICAL OUTLOOK: 
Note: Technical commentary is based solely on statistical indicators and does not necessarily correspond to any fundamental analysis that 
may appear elsewhere in this report. 
 
COFFEE (JUL) 05/16/2017: Positive momentum studies in the neutral zone will tend to reinforce higher price 
action. The close under the 18-day moving average indicates the intermediate-term trend could be turning down. 
The market's close below the 1st swing support number suggests a moderately negative setup for today. The next 
upside target is 136.27. The next area of resistance is around 134.65 and 136.27, while 1st support hits today at 
132.25 and below there at 131.48.  
 
DAILY COTTON COMMENTARY  
05/16/17  

Too far, too fast and run up to slow export demand  
 
Once mills are covered, the market looks vulnerable to a pull back. July cotton 
traded up as much as the 500 point limit to 87.18 yesterday before the market 
pulled back from the highs. More talk that textile mills were caught with 
unhedged sales helped to support the strong gains. Buying surges typically last 
three days and yesterday was the third day of strong gains. Mills did not price 
sales they made and this apparently sparked aggressive commercial buying. 
Ideas that the surge higher in prices could limit export demand in the short-term 
helped to pull the market off of the highs. Strong export sales have already caused the USDA to lower ending 
stocks to 3.2 million bales from 3.7 million last month. This would be the 4th tightest level in the past eight years. 
New crop ending stocks are pegged at 5 million bales, a ten year high. For the weekly crop progress update, 
cotton plantings reached 33% planted compared to 21% last week and 38% last year. The ten year average for 
this time of year is 40% complete. Texas planting progress is 28% complete versus the five year average of 27%.  
 
TODAY'S MARKET IDEAS: 
July cotton has surged as much as 14.4% in just three trading sessions, and the run-up leaves the market 
technically overbought. In addition, the rally could slow demand for US exports and the lack of a limit-up close 
means that commercials who are caught uncovered have had a chance to cover. The market has likely put in a 
short-term peak with Monday's high as resistance. Look for support for July cotton at 81.67 and 80.38.  



 
NEW RECOMMENDATIONS: 
None.  
 
PREVIOUS RECOMMENDATIONS: 
None.  
 
COTTON TECHNICAL OUTLOOK: 
Note: Technical commentary is based solely on statistical indicators and does not necessarily correspond to any fundamental analysis that 
may appear elsewhere in this report. 
 
COTTON (JUL) 05/16/2017: A new contract high was made on the rally. The moving average crossover up (9 
above 18) indicates a possible developing short-term uptrend. Rising stochastics at overbought levels warrant 
some caution for bulls. The market's short-term trend is positive on the close above the 9-day moving average. 
The gap upmove on the day session chart is a bullish indicator for trend. The market's close above the 2nd swing 
resistance number is a bullish indication. The next upside target is 89.74. The market is becoming somewhat 
overbought now that the RSI is over 70. The next area of resistance is around 87.65 and 89.74, while 1st support 
hits today at 82.99 and below there at 80.43. 
 
COTTON (DEC) 05/16/2017: The market now above the 60-day moving average suggests the longer-term trend 
has turned up. A bullish signal was given with an upside crossover of the daily stochastics. Stochastics are at 
mid-range but trending higher, which should reinforce a move higher if resistance levels are taken out. The cross 
over and close above the 18-day moving average is an indication the intermediate-term trend has turned positive. 
A positive setup occurred with the close over the 1st swing resistance. The near-term upside target is at 76.44. 
The next area of resistance is around 75.95 and 76.44, while 1st support hits today at 74.17 and below there at 
72.87. 
 
 
DAILY SUGAR COMMENTARY  
05/16/17  

Dollar weakness is helping to support this morning; chop up  
 
Sugar prices "should" have received carryover support from stronger crude oil 
prices and a 4-week high in the Brazilian currency. The fact that the market fell 
back to the lower portion of its recent consolidation may not bode well for prices 
going forward. While not imposing tariffs on imports just yet, Brazil's Energy 
Ministry has tightened several requirements for ethanol importers which include 
holding a minimum stocks level (roughly 8% of the previous year's sales). If 
these measures end up discouraging imports, it would help to ramp up demand 
for domestic ethanol which in turn could encourage mills to shift their crushing away from sugar production. 
Mexico's Sugar Chamber President Juan Cortina refuted an earlier report that Mexico and the US had reached an 
agreement on sugar trade, although Commerce Secretary Wilbur Ross and Mexico's Economy Minister Ildefonso 
Guajardo will meet in Washington this week. Egypt's General Authority for Supply Commodities is tendering for 
50,000 tonnes of raw sugar for August shipment, indicating that nation still has a fairly tight near-term supply 
situation.  
 
TODAY'S MARKET IDEAS: 
Sugar prices remain less than 40 ticks away from a new low for the move, and have few bullish supply factors to 
provide underlying support. Divergent indicators at recent lows would indicate a loss of downside momentum and 
it will not take much in the way of positive news to spark a recovery bounce. July sugar close-in support is at 
15.62 with 16.18 and 16.41 as resistance.  
 
NEW RECOMMENDATIONS: 
None.  
 



PREVIOUS RECOMMENDATIONS: 
None.  
 
 
SUGAR TECHNICAL OUTLOOK: 
Note: Technical commentary is based solely on statistical indicators and does not necessarily correspond to any fundamental analysis that 
may appear elsewhere in this report. 
 
SUGAR (JUL) 05/16/2017: Daily momentum studies are on the rise from low levels and should accelerate a move 
higher on a push through the 1st swing resistance. The market's close above the 9-day moving average suggests 
the short-term trend remains positive. With the close higher than the pivot swing number, the market is in a 
slightly bullish posture. The near-term upside objective is at 16.18. The next area of resistance is around 15.86 
and 16.18, while 1st support hits today at 15.36 and below there at 15.18.  
 
OJ TECHNICAL OUTLOOK: 
Note: Technical commentary is based solely on statistical indicators and does not necessarily correspond to any fundamental analysis that 
may appear elsewhere in this report. 
 
ORANGE JUICE (JUL) 05/16/2017: Momentum studies are declining, but have fallen to oversold levels. The 
close below the 9-day moving average is a negative short-term indicator for trend. The swing indicator gave a 
moderately negative reading with the close below the 1st support number. The next downside objective is now at 
140.70. The next area of resistance is around 146.45 and 149.55, while 1st support hits today at 142.05 and 
below there at 140.70. 
 

DAILY TECHNICAL STATISTICS  
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45 DAY
M AVG

60 DAY
M AVG

SOFTS MARKETS COMPLEX 
SBAN7 15.61 43.23 40.25 22.11 24.80 15.65 15.54 15.81 16.63 17.28
CTAN7 85.32 78.96 73.73 62.18 78.38 80.79 79.25 79.13 78.30 78.22
CTAZ7 75.06 62.17 58.01 39.39 53.62 73.41 73.71 74.27 74.30 74.39
CCAN7 2041 72.69 63.34 77.46 88.26 1990.50 1929.11 1882.22 1986.53 1980.33
OJAN7 144.25 36.04 37.51 19.52 16.83 145.11 146.58 151.09 158.25 159.81
KCAN7 133.44 41.48 42.03 52.57 56.81 134.83 135.49 134.26 139.20 141.15
MAM7 16.48 71.11 64.61 78.56 88.68 16.29 15.98 15.78 15.74 15.94
Calculations based on previous session. Data collected 05/15/2017
Data sources can & do produce bad ticks. Verify before use.

 

DAILY SWING STATISTICS  
Contract Support 2 Support 1 Pivot Resist 1 Resist 2
SOFTS MARKETS COMPLEX 
SBAN7 Sugar 15.18 15.36 15.68 15.86 16.18
CTAN7 Cotton 80.42 82.99 85.08 87.65 89.74
CTAZ7 Cotton 72.86 74.16 74.65 75.95 76.44
CCAN7 Cocoa 2009 2023 2044 2058 2079
OJAN7 Orange Juice 140.65 142.00 145.10 146.45 149.55
KCAN7 Coffee 131.47 132.25 133.87 134.65 136.27
MAM7 Milk 16.06 16.31 16.39 16.64 16.72
Calculations based on previous session. Data collected 05/15/2017
Data sources can & do produce bad ticks. Verify before use.

 
 
***This report includes information from sources believed to be reliable and accurate as of the date of this publication, but no independent 
verification has been made and we do not guarantee its accuracy or completeness. Opinions expressed are subject to change without notice. 
Any information or recommendation contained herein: (i) is not based on, or tailored to, the commodity interest or cash market positions or 
other circumstances or characterizations of particular investors or traders; (ii) is not customized or personalized for any such investor or trader; 
and (iii) does not take into consideration, among other things, risk tolerance, net worth, or available risk capital. Any use or reliance upon the 
information or recommendations is at the sole discretion and election of the subscriber. The risk of loss in trading futures contracts or 



commodity options can be substantial, and traders should carefully consider the inherent risks of such trading in light of their financial 
condition. Any reproduction or retransmission of this report without the express written consent of Lakefront Futures is strictly prohibited.  


