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The second issue of Cotlook Monthly incorporates our usual ‘monthly
market review’, details of production and consumption forecasts for next sea-
son by Cotlook and USDA, comments on the US planting outlook, gives news
from Bremen on instrument testing (and details of the forthcoming biennial
conference) and, following our CIS editor’s recent visit, makes a short com-

ment on Moscow today.

Cotlook Monthly also looks at ‘People in the News’, a section to which we
invite your contribution. Simply send details of new appointments (including a
photograph, if possible) to editor@cotlook.com and we will consider it for pub-
lication.

‘Events’ is what it says — drawing your attention to immediate past events
and to those coming up in the next month or two.

We invite you to make use of our Cotton Marketing Directory, a simple-to-
use means of searching for companies by geographical location or trade cat-

egory.

If you have comments or suggestions regarding the content of this publica-
tion, please feel free to make them to editor@cotlook.com!

Market review

International raw cotton asking rates rose strongly during February. The A
Index increased by over eight cents per |b over the course of the month to
stand at 80.65 cents on February 29. However, developments in outside mar-
kets and speculative actions were the principal driving force behind the up-
ward trend, rather than changes in the fundamental supply and demand situ-
ation for cotton. New York futures continued to prove susceptible to move-
ments in grain and oilseed markets, which recorded strong increases during
the period under review. Soybean prices in particular soared on the back of
concern about crop pros-
pects in South America and
robust demand for soy
products in China. As the
accompanying chart re-
veals, cotton has
underperformed of late in
comparison to other agricul-
tural commodity prices and
has attracted the attention
of speculators as a result.
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A feature of New York futures Competing Commodities
was spread trading, with positions 4%99%% Wheat 48554
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are concerned, the signals emerging in February could be construed as bearish on balance. Reductions
to Cotlook’s consumption estimates for China and Pakistan during February (following previous curtail-
ments elsewhere) implied that the drawdown in global stocks in 2007/08 would be much less than had
been assumed previously — 634,000 tonnes compared with 1,468,000 tonnes as recently as the end of

New York Futures December. The USDA's February supply and
demand report forecast a 736,000 tonnes re-
80.00 —‘ Mar08 May08 | duction in world stocks this season, against

7800 ‘ 7\ | 1,309,000 tonnes in January.
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76.00 Anecdotal reports and a growing weight of
2 74.00 statistical evidence covering the latter stages of
‘% 79.00 // last year point to a slowdown in global trade in
° 1000 L=~ ~ / / textiles and clothing, associated with a much
' /\/\/\\//\ / less favourable world economic climate. Spin-
B0y ~_/ ning mill finances have come under increasing
66.00 strain from inflationary pressures on production
1-Feb 10-Feb 19-Feb 28Feb COStS, Not just in terms of raw cotton replace-

ment costs, but also from rising energy prices.
At the same time, retailers have been discounting textiles and clothing prices in an attempt to maintain
sales volumes and that deflationary pressure has been feeding back up the production chain. Hikes in
cotton yarn values again appeared difficult to obtain in February.

Mills’ nearby raw cotton coverage was reported to be scant in a number of countries, yet import trading
activity for the main part remained relatively slow throughout the period. Some spinners are said to have
preferred to idle capacity rather than spin cot-
Cotlook Yarn Index v A Index ton at a loss. As the New York March 2008 con-
150 tract moved towards its first notice day on Feb-
ruary 25, a large volume of mill fixations was
still outstanding, which then had to be executed
in a strongly rising market. Although dips in fu-
tures during the course of the month did spur
purchasing, particularly of US growths, the pace
of weekly US export shipments remained below
100 ‘ | | that required to meet the USDA's current 2007/
TR 22.May-07 ST soFebos 08 projection of 15.7 million bales (480 Ibs). The
Lunar New Year in numerous Asian countries
,| during the first week of the month contributed to
the sluggish trading conditions.

140 - !

130 -

120

110

Yarn Index = = = = AlIndex (expressed as % of average value in 2005

Page 2



Cotlook Monthly February 2008

Cotlook publishes initial 2008/09 forecasts

Cotlook’s figures point to a virtually unchanged level of production next season and pedestrian growth
in consumption. Consequently, world

stocks are projected to fall for the second Changes in World Stocks

consecutive season in 2008/09, making 3000

further inroads into the massive addition 2000

to the world balance sheet witnessed in g 1000

2004/05. Full details of our production and § o

consumption figures have been made E-moo

available to subscribers to our weekly Cot- -2000

ton Outlook magazine. For further informa- 3000

tion contact our subscription department . 1999/00 2002/03 2005,/06 2008/09

Forecasts Emerge from US Meetings

NCC Annual Meeting

The National Cotton Council represents all seven segments of the US cotton industry, from the farm
through to the mill. The Council holds its annual meeting in February each year, at which it announces the
results of its survey of planting intentions, the first indication of the area to be cultivated in the US during
the forthcoming season. With competition for land between cotton, grains and oilseeds crops expected to
be especially fierce this year the figure was more keenly awaited than usual. In the event, the NCC
announced that its survey (conducted from the middle of December onwards) suggested an 11.8 percent
decrease in US sowings this year, to 9,549,000 acres, including 231,000 of Pima. Taking into account
state-level yield assumptions and applying those to projected harvested acres, the NCC estimates a crop
of about 15.38 million bales. Crucially, over half the total area is expected to be planted in Texas next
season, where the majority of crops are raingrown. Therefore, production in 2008/09 could be especially
vulnerable to the vagaries of the weather.

USDA Agricultural Outlook Forum

At its Agricultural Outlook Forum on
February 21/22, the USDA forecast that
global production in 2008/09 would rise
four percent to 123 million bales (480 Ibs),
with higher figures in China, India, Paki-
stan, the African Franc Zone and Australia,
offsetting a decline in the United States.
World consumption in 2008/09 is predicted
to increase 2.5 percent over the previous
year to 129.5 million bales. The USDA es-
timates suggest consumption in China will
reach 56.5 million bales, representing a
five percent increase over the previous

year. Imports by that country are forecast From left to right Bill Dunavant |11 (president and CEO Dunavant
at 17 million bales, up from 13.5 million Enterprises), Mike Yost (administrator, Foreign Agricultural Service),
the previous year. Rickard Laurin (president Dunavant SA.)
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Pima in California

Production in California is forecast  Cotton at the J.G.
to fall again in 2008/09, as permanent ~ Boswell outdoor stor-
crops and water issues remain key 29¢ facility in

. . . Corcoran, California
factors in the acreage shift to higher
priced and more efficient crops. Re-
cent estimates from the California
Cotton Ginners and Growers Associa-
tions have the state’s Pima crop ranging from 150,000 to 250,000 acres, depending on water availability.
The National Cotton Council’'s 2008 planting intentions survey placed Californian Pima acreage at 204,000,
down from the 260,000 acres planted last year.

Bremen Cotton Exchange to adopt rules

for instrument testing

Following the purchase of a new HVI line, the board of the Bremen Cotton
Exchange has decided to recommend to its members the adoption of arbitra-
tion on instrument testing in the Bremen Rules. The proposals will be putto a
vote at the next General Assembly in June 2008. The rules would include
criteria for admissible testing equipment and procedures. Value differences
for the various measurable characteristics would not be part of the rules, but
would be published regularly after having been set by the relevant Bremen
Cotton Exchange committee. The new rules would not be mandatory and
only applicable in cases in which parties had included instrument-tested pa-
rameters in their contracts.

A new Uster HVI 1000 will be delivered and installed in the Exchange’s
arbitration room in March 2008. The facility will be equipped with the newest
air conditioning system to provide the best results. By proposing the new Jan B. Wellman,
rules, the Bremen Cotton Exchange supports the initiative undertaken by the sl PlIrEs

. . . . . Bremen Cotton Exchange
International Cotton Advisory Committee (ICAC) to harmonise testing proce-
dures on an international level.

Moscow report
Our CIS Editor, Galina Fisher, reports on her recent trip to Moscow:

Moscow today is a vibrant capital city with western influence felt everywhere. Only the Kremlin and Red
Square might remind tourists of the tsarist-communist past. You can have a great time in this city, if you
have plenty of money! Today you can stay in the recently-opened, chic Ritz-Carlton Hotel on Tverskaya
St., or if you like history — the Metropol, shop until you drop in GUM on Red Square, which is filled with
international designer boutiques, and eat like a king (no more cabbage soup for breakfast!). For ex-
soviets like myself, the nostalgia of olden days can be experienced best on arrival and indeed departure
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at the Sheremetyevo International Airport, where long queues and unhelpful staff will quickly evoke memories
of the ‘good old days’. However, if you are foreigner, try to avoid travelling through this particular gateway
and see if you can land at Domodedovo - a modern, efficient airport.

During my stay in Moscow, | had an opportunity to meet with the mem-
bers and the newly elected President, Mr. V. Bakarinov (Primtex), of the
Russian Cotton Association during their first meeting of this year. The
Association, formed in 2000, consists of a handful of members, predomi-
nantly from major local cotton-trading companies. They meet several
times a year to discuss common problem in trading cotton in the local
market, which consumes annually in the region of 250,000 tonnes. Press-
ing issues are then often brought to the attention of government bodies.
The Association does extensive work by organising conferences aimed
at attracting mills, working closely with the Russian Chamber of Com-
merce, and organising round table discussion. The secretariat of the Mr. V. Bakarinov
association gathers daily information from the trade and publishes its own President,
price index, which is intended to represent an asking rate for CIS cotton Russian Cotton Association
in the local market.

People in the News

Ed Schafer appointed US Secretary of Agriculture

In his address to the National Cotton Council’s Annual Meeting, newly-appointed Secretary of Agricul-
ture Ed Schafer said he is optimistic that a bill will be signed before the March 15 expiration of extended
programs from the 2002 Farm Act.

“We have been heavily involved with the House and the Senate. There
are huge differences between the House and the Senate Bills as you are
aware. And those need to be resolved, as well as the differences with the
administration,” Secretary Schafer said. “But | think that we will see an agree-
ment here soon. The President has a desire to sign a new Farm Bill this year,
and | do believe that we’re going to get that done.”

Secretary Schafer went on to say that the administration stands behind its Ed Shafer,
US Secretary of Agriculture,

veto threat of any bill that fails to change the payment limitations currently
included in the House and Senate bills or funds agricultural programs through
tax increases.

Arkansas Ginner to Head US National Cotton Council

Delegates at the National Cotton Council of America’s annual meeting in
Memphis elected Mr. Larry McClendon, to chair the organization in 2008. Chair-
man McClendon is president of McClendon, Mann and Felton Gin Company in
Marianna, Arkansas, operates a cotton and grain farm and is a member of the
board of directors of Staplcotn Cooperative. He also has held numerous posi-
tions in state, regional and national associations, as well as numerous NCC
panels. Mr. Jon Hardwick, a cotton producer from Louisiana, was named vice |
chairman of the Council. .

The new president of Cotton Council International will be Mr. Robert Weil 1.

Larry McClendon
Chairman of NCC
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Forthcoming Events

The 29" Bremen International Cotton Conference will be held between April 2
and 5 in the Town Hall of the Free Hanseatic City of Bremen. The event, which is
once again co-organized by the Bremen Cotton Exchange and the Fibre Institute of
Bremen, will as usual focus on technical aspects of cotton and textile production.
Details of how to register and a full conference programme can be found at
www.baumwollboerse.de

If you are interested in advertising in the issue of the Cotlook Outlook magazine to be distributed at the
Bremen Conference, please write to advertising@cotlook.com before March 17.

Organic Exchange, a charitable organisation which promotes organic agricul-
ture, and especially sustainable production of fibres such as cotton, is launching
series of training sessions to be held at its new European offices in Amsterdam, the
Netherlands, around the theme of ‘Celebrating Organic and Sustainable Fashion in
Europe. An initial training session, followed by a launch party will be held on March
3. Further details can be found at www.organicexchange.org

Hang zHDu'.C_h ina

Cotlook is a joint organiser of the China Cotton Sum-
mit and International Trade Fair to be held in Hangzhou, China, for which ’

registrations are now open. . -'\\

ﬁHina Cotton Summit! &
International Cotton | Fair. |

How to find cotton companies

Cotton on the Net, a website operated by Cotlook, in-
cludes a free-to-use Cotton Marketing Directory (http:// ?tott?!: 3':’ E?? NHet ‘h
ateway to e orid o otton, ome O e

www.cotton-net.com/directory/). The Directory, which has Cotlook Indices, Incorporating Cotton on the Net
been in operation for more than ten years, contains more
than 1,650 entries and is growing constantly. If your com-
pany wants to be ‘found’, why not apply to join, at no cost?
Simply provide your details at www.cotton-net.com/directory

Fact of the month

On February 27, the A Index reached 80.75 cents per Ib, its highest level since
February 1997.
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The directors and staff of Cotlook Limited have no trading interests in raw cotton and we are proud,
therefore, to be unique among cotton information sources by being INDEPENDENT and IMPARTIAL. Our
subscribers can count on us not to show bias in our views. In addition to publishing the renowned A Index,
widely considered the benchmark price for the global cotton market, Cotlook provides daily and weekly
news and round-ups of cotton market developments, as well as undertaking comprehensive supply and
demand analysis. For further information regarding any of our other services, please visit www.cotlook.com
or contact subscriptions@cotlook.com.

Click on the image to access online version.
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Copyright

The contents of this publication are copyrighted to the publisher, Cotlook Limited, and may not be reproduced el sewherein
whole or in part without with written permission from the publisher. However, the document in its entirety, unaltered in any
way, can be passed on by email. To have your name added to our direct mailing list, please send an email to
editor @cotlook.com with ‘subscribe Cotlook Monthly’ in the subject line.
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