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This month’s issue charts the faltering progress of the recent international
price recovery, and takes a first look at the 2009/10 production outlook in some
major producing countries. We review landmark meetings in Brazil and the
United States, and look forward to next month’s international conference in China.

May

During the first week of May, the Cotlook A Index breached the 60.00 cents
per Ib barrier for the first time since the previous October (when prices were in
headlong decline), thus consolidating the partial recovery in the international

market that had begun in
March. Thereatfter, the Index
moved rather undecidedly,
mostly in a range between
61.00 and 64.00 cents per Ib.

That the upward momen-
tum appears to have stalled
somewhat may be attribut-
able to the considerable diffi-
culty reported by spinners in
reflecting the sharp upturnin
raw cotton replacement costs
in their yarn selling rates.
While spinning activity has
shown some signs of revival
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in a number of countries (most notably on the Indian sub-continent), the prevail-
ing economic situation continues to act as a brake on textile demand, and to
instil caution throughout the industry.

Spinners in China have not been spared the burden of firm raw cotton re-

placement costs. Local prices
remained strong throughout
May, amid persistent specula-
tion as to the government’s in-
tentions with regard to the re-
sale of cotton accumulated in
the state reserves. Eventually, a
process of daily auctions was
begun on May 22. Yet, although
spinners had for some time
been complaining of the tight-
ness of high grade supplies on
the domestic market, the start
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Nanjing, Jiangsu Province. Over 500 delegates have
registered locally and more than 100 from overseas.
The Conference theme is “meeting the financial cri-
sis and pursuing sustainable development for the
Chinese and global cotton industries”. More informa-
tion can be found at the website operated by Beijing
Cotton Outlook, http://www.cottonchina.org./special/
09conference/index.htm.

China’ s Supply and Demand

The China National Cotton Reserves Corporation
procured 2,723,850 tonnes from the 2008/2009 crop.
Private estimates suggest that, in consequence, the
amount held by the reserves in total is probably around
4,000,000 tonnes. As anticipated, the government has
instructed the Corporation to dispose of stocks, both
from 2008/2009 and from previous years, in a total
amount of 1,500,000 tonnes.

Cotlook’s estimates for 2008/2009 show China’s
production of 7,800,000 tonnes, imports (net of a small
volume of exports) of 1,380,000 tonnes and consump-
tion of 9,000,000 tonnes. The inference to be drawn
from these numbers is that stocks will have increased
during the season. The pace at which the cotton of-
fered for sale by the Reserves is taken up may pro-
vide an indication as to the actual strength of Chinese
mill consumption of raw cotton.

Our 2009/2010 forecasts at present show produc-
tion of 7,250,000 tonnes, net imports increasing to
2,030,000 tonnes and consumption of 9,270,000
tonnes, the effect on stocks therefore being almost
neutral. However, the crop is only now justin the ground,
estimates of the area sown remain sketchy and pre-
dictions regarding consumption are couched in rather
more uncertain terms than usual, given the unclear glo-
bal economic outlook.

Cotlook’s global production and consumption fore-
casts are reviewed monthly and published in the
weekly Cotton Outlook magazine. For further details,
please contact subscriptions@cotlook.com.
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Brazil’ s cotton producers association
celebrates 10th

anniversary

On May 6, to commemorate
the 10" anniversary of its foun-
dation, the Associacao
Brasileira dos Produtores de
Algodao (ABRAPA) held a
seminar in Brasilia entitled:
“The future of cotton and
agribusiness Brazil and in the
world.” The event featured con-
tributions from several prestig-
ious speakers, including the
Minister of Agriculture, Reinhold
Stephanes, the president of Brazil's
Confederation of Agriculture and
Livestock (CNA), Senator Katia

Senator
Katia Abreu

Abreu, Scott Andersen, an advo- 'L\\/"n_'Stﬁr of

cate from the law firm Sidley and Igm':uh u|2|e’

Austin, which represented Brazil in einno
Stephanes

its action against US cotton subsi-
dies, and the Executive Director of the International
Cotton Advisory Committee, Terry Townsend.

ACSA meetsin Chicago

More than 200 cotton industry members attended
the American Cotton Shippers Association’s 85th
Annual Convention in Chicago on May 27/29. ICE
President Thomas Farley opened the meeting Thurs-
day with remarks on the relevance of the No. 2 Cotton
contract and both near-term and longer-term chal-
lenges for the exchange and cotton industry.

“How relevant can a US-only cotton contract be?
Will the US maintain its current share of world exports?”
Mr. Farley asked. “Are there changes required for the
current contract to better geographically reflect the flow
and or quality of cotton?” Farley stressed that the in-
dustry and cotton committee should be contemplating
what they need to do to ensure the contract’s viability
for the next 41 years.

Continued on page 4
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Farley also recognized the current push for an ad-
ditional delivery location (proposed for Dallas, Texas)
and the prospect of making changes to the ICE deliv-
ery process.

A presentation given by Yuan Haiying of Beijing-
based Yuan Associates focused on the economic and
political stability and current realities in China. Mr.
Yuan'’s firm has worked closely with ACSA on pro-
grams and government negotiations in China for sev-
eral years. His explanations of the Chinese govern-
ment’s stimulus program shed light on market condi-
tions and expectations for the world’s largest cotton-
consuming and producing country.

Mr. Yuan cited a declining GDP growth rate and
staggering unemployment (estimated at 43 million) in
China, along with domestic trade protectionism from
neighboring provinces among other challenges re-
lated to cotton production and the textile industry.

“Wheat, corn and rice are the three government
priorities for agriculture in China,” he said. “China
needs 230 million mu of arable land to feed its 1.3
billion people and only has 180
million mu today.”

Day two of the conference in-
cluded a speech by outgoing
ACSA President and Allenberg
CEO Joe Nicosia, who remains
optimistic about the cotton indus-
try’s prosperity despite ongoing
concerns with acreage, export
sales and profits in the US cotton
shipping community. Mr. Nicosia
addressed the urgency of issues
such as China’'s AQSIQ registra-
tions and agricultural futures mar-
ket regulatory reform.

Joe Nicosia is succeeded as
president by John Dunavant, Sen-
ior Vice President of Dunavant
Enterprises (pictured).

Guest speaker, Commodity
Trading Futures Commission
Commissioner Michael Dunn
said the regulatory agency, with a recently increased
budget of 41 percent, is acting to address hedge ex-
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emption policies, the 2008 cotton market volatility and
complete an unprecedented investigation into various
theories of market manipulation in cotton futures dur-
ing March 2008.

On the legislative front, Commissioner Dunn said
“there are currently 38 pieces of legislation that we're
tracking in terms of regulatory reform.”

“The cotton futures market’'s many producers, proc-
essors and handlers should be allowed to hedge their
risks,” Mr. Dunn said. “If you can’t hedge risk or use it
for price discovery, we don’'t need it.”

L ong Staple Update

This season’s global output of long staple cotton
promises to be the smallest in recent memory, and
next season’s production shrink further, according to
information published last week in Cotton Outlook’s
latest Long Staple update.

The publication also examines why the volume of
international business in fine count cottons has fallen
dramatically this season, exerting strong downward
pressure on prices. To subscribe to this free service,
click here. The Updates are an adjunct to our Annual
Long Staple Market Review, which will be published
at the end of July. Those interested in receiving a copy
should send their postal address to
subscriptions@cotlook.com, while prospective adver-
tisers should contact advertising@cotlook.com.
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