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“Such barbaric acts of terrorism need to be condemned in strongest
possible terms” — the words of Mr. P. D. Patodia, President of the East India
Cotton Association in a letter to Cotton Outlook following the tragic events in
Mumbai. Everyone connected with cotton will undoubtedly share such sentiments.
Cotton Outlook offers its deepest sympathy to the families of those killed, and to
those injured, and trusts that a sense of normality can soon be restored in Mumbai.
In the last-mentioned vein, we intend to proceed with our planned Special Fea-
ture on India, which will be sent to subscribers before the end of the month.

This edition of Cotlook Monthly contains our customary market summary, which
reflects on the bearish price undertone and the inclination of governments to in-
tervene in markets.

Also in this issue, we draw attention to the decision of two famous cotton fami-
lies to withdraw from the business, review the recent ICAC Plenary Meeting in
Burkina Faso and the US Sourcing Summitin Texas.

If you find the information contained in Cotlook Monthly useful, please feel free
to email it on to your colleagues. Anyone can be added to our distribution list by
emailing editor@cotlook.com with ‘subscribe Cotlook Monthly’ in the subject line.

Having declined by roughly 10 cents during October, international raw cotton
prices continued to weaken during most of November. The Cotlook A Index’s
high point on November 5 was 58.85, and its low point of 51.80 was reached on
November 21. Thereafter, a strong rally in New York allowed the Index to regain
ground, and end the month at 57.10 cents per Ib.

A Index during November
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The persistence of the bearish trend that characterised most of the period
was explained by the dual influence of speculators’ liquidation of positions in the
futures market, and the sharply deteriorating outlook for consumption. The mar-
ket's downward momentum has also brought in train a plethora of contractual
difficulties, which have only served to undermine trading confidence further. Mill
demand remained at a very low ebb, and trade sellers also approached new
business with caution.
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In an endeavour to impart some stability to their

domestic market, the Chinese authorities con- ;5000 CC Index from August 2007
tinued during November to purchase cotton at

auction for the state reserve. The auctions at- 14,000 -

tracted ready buyers at the fixed rate of 12,600 £ 13,000

yuan per tonne — well above the prevailing local *g '

market price — and, by the end of the month, well g 12,000 - /

over half of the initial objective of 1,220,000 %

11,000 - State Reserve Procurement Basis

tonnes had been acquired. The domestic mar-
ket was initially slow to respond to the auction 10,000
process, which is limited to large (227 kilo) bales, 01-Aug-07 09-Jan-08 18Jun-08 26-Nov-08
and has involved predominantly cotton from

Xinjiang. Towards the end of the month, however,

there were signs that the downward movement of prices had been arrested, and perhaps reversed.

The authorities have not ruled out an increase in the volume taken into the state reserve, should this prove
necessary in the interests of market stability. They have also implied that the timing and size of next year’s raw
cotton import quotas will receive particular attention.

The scale and timing of state intervention is also under close scrutiny in India and, since the country has
emerged as the world’s second most important exporter, in the wider international market. The Cotton Corpo-
ration of India is charged with purchasing seed cotton at the prevailing Minimum Support Prices for the vari-
ous varieties. The values in force for this season were raised sharply with effect from September 1, following
which the local and international markets have lost considerable ground. The government is thus faced with a
substantial financial commitment in order to support the local market. The Textile Minister has confirmed in a
press statement that the Minimum Support Prices will not be lowered. By late November purchases by CCI

were estimated at the equivalent of 1,500,000/
1,600,000 bales — representing roughly one third

Changes in World Stocks of arrivals thus far.
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1500 Whereas, at the end of October, a downturn in
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The 67" Plenary of the International Cotton Advisory Committee (ICAC) attracted 429
people to Ougadougou, Burkina Faso. Participants reported that the mood was distinctly
downbeat, given the current market adversities. The ICAC’s Secretariat gave an assess-
ment that mill use will contract this season for the first time in a decade. Other topics referred to the success
of biotechnology and the social, environmental and economic performance of cotton production. The full state-
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ment www.icac.org is available in all the organisation’s official languages. Next year’s Plenary will be held in
Cape Town from September 7 to 11.

The Committee on Cotton Production Research of the ICAC organized a Technical Seminar on “Im-
proving Sustainability of Cotton Production in Africa”, in which researchers reviewed the current situation and
offered solutions. African countries are confronted with several problems, including stagnation in yields, dete-
riorating soil fertility, low and inefficient use of inputs, increasing costs of production, a long term decline in the
real price of cotton and rising demand for food crops. In 2009, the seminar topic will be “Biosafety Regula-
tions, Implementation and Consumer Acceptance

ICAC Researcher of the Year

The ICAC will honour a distinguished cotton researcher each year beginning in 2009. A panel of five anony-
mous judges from four countries has been constituted, and a procedure to select the distinguished researcher
has been formulated. Researchers may apply on line from the ICAC web page.

Weils and Sterns announce exit from cotton trading

In a press release dated November 20, the Weil and Stern families
announced their intention to wind up their activities in cotton, after 130
and 156 years involvement, respectively. Weil Brothers Cotton Inc. is Brothers
headquartered in Montgomery, Alabama, USA, and Weil Brothers & & Stern
Stern in Birkenhead, Merseyside, UK. The statement gave an assur- . ,13 Limited
ance that existing commitments will be honoured, and that positions i
will traded out ‘in an orderly fashion’. It is anticipated that operations will
be brought fully to a close by early 2010.
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ITMF Spinners’ Committee visits India
During late October, the ITMF Spinners’ Committee visited India after a gap of six years.

ITMF Spinners Committee, Messrs. Ziad
Bashirfrom GulAhmend, Werner Bieri from
Buhler Quality Yarns, Andrew Macdonald (Chair-
man) from Santista Textil, B.K. Patodia from GTN
Group, Christian Schindler from ITMF, together
with guests Fritz Grobien from Albrecht, Muller-
Pearse and John Mitchell from Cargill Cotton.

The participants visited growing areas in sev- | &
eral states as well as government and associa-
tion officials in New Delhi and Mumbai. Among
many other topics, the Committee applauded the
efforts made on improving quality and yields and
made a number of suggestions for further ad-
vancement, as well as proposing the introduction
of a rating system for gins. A summary of the Committee’s findings will be published in Cotlook’s Special
Feature on India, which will be circulated to Cotlook’s subscribers before the end of the year.
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More than 400 attendees gathered outside of Austin, Texas, November 13-15 for Cotton Council Interna-
tional’s 5th Sourcing USA Summit. Participants included top executives from textile mills in 30 countries and
cotton exporters from around the world.

Presentations over the three-day event included global agricul-
tural and economic outlooks spanning over the next 25 to 50 years.
Focused on CCI’s study over the past year, Cotton Revolutions,
panelists and speakers addressed broad topics ranging from re-
§ sources, population and technology to economic integration and
governance.

Erik Peterson and David Pumphrey of the Center for Strategic
International Studies addressed key agricultural and universal re-
sources, water and oil, for the long term 25 and 50 year outlook.

Other sessions included overviews of the transportation sec-
tor, biotechnology developments in agriculture and a deep analysis of the current economic crisis and some
speculation on midterm and long term recoveries.

A new system for more accurately measuring moisture in cotton bales has been developed by a scientist
at the USDA's Agricultural Research Service Cotton Production and Processing Unitin Lubbock, Texas. The
technology involves transmission of microwave beams through each bale to sensors on opposite sides,
giving a 3-D image of the water distribution throughout the bale. It can detect high moisture layers as well as
determine overall average bale moisture. More details of the research can be found at the USDA's website.
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Does this sound familiar? You've been asked to draw achart 4@ ¢ =
for a presentation to be given in a few hours and you don’t have Q otlook Trendlines
the data to hand, or simply you have a hunch that prices moved \
in a certain way back in September 2002, but can’t check
quickly. We know that it will ring a bell with some of you... we get your phone calls!

We may just have something that will help. Cotlook, in partnership with Generation10, is developing a
versatile, online analytical tool, which allows users to generate charts instantaneously from regularly updated
Cotlook data, including our global benchmark price indicator, the A Index, the full range of our Far Eastern
quotations and our global supply and demand figures. Starting from the global picture, users can generate
detailed comparisons of trends at country level.

Visit www.cotlook.com and try out the beta version of Cotlook Trendlines. If you like it, let us know and if
you don't, tell us where we can make improvements. We would appreciate your feedback.

powered by
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Quality and Technical Arbitration

Cotton arbitrations falling under the jurisdiction of the International Cotton Association (ICA) are distinctly
divided into quality and technical arbitrations.

Quiality arbitrations currently are based exclusively on the manual examination of quality characteristics
(essentially grade and staple). Technical arbitrations cover all other issues, such as failure to ship, failure to
open an appropriate Letter of credit, weight issues, country damage and so on.

Instrument testing for quality, an increasingly significant consideration in an international context, is also
covered by ICA arbitration rules. Important changes to rules governing arbitration by reference to instrument
testing are expected to become applicable from January 1 2009.

Liverpool Cotton Services is a long established company, JE W9
going back some 70 years, specialising in the provision of arbitra- e ‘
tion and other legal/consultancy services to the international raw |
cotton trade. = e

Our expertise enables us to provide qualified, professional and . s
informed advice and guidance on the Bylaws and Rules of the International Cotton Association, under whose
regulations a significant majority of the international trade in raw cotton is conducted. For assistance, please
email us at arbitration@cotlook.com

Liverpool Cotton Services is also now able to offer Chinese-language assistance and guidance in this
area of consultancy, reflecting the importance of China in the global cotton market, and acknowledging the
importance of professional international cotton advice for this key market. For more information, please con-
tact our China office.

leerpool Cotton Serv1ces Limlted

How to find cotton companies Cotton on the Net

Cotton on the Net, a website operated by Cotlook, inCludes | PR i P
a free-to-use Cotton Marketing Directory.The Directory, which CZUEETR LTS BETEETEUI PRSI RGN (LD
has been in operation for more than ten years, contains more
than 1,800 entries and is growing constantly. If your company wants to be ‘found’, why not apply to join, at no
cost? Simply provide your details at: http://www.cotton-net.com/directory/add _contact.php.

Fact of the Month

Ginning

“Cotton Gin” is a shortened version of the words “Cotton Engine”. A roller gin pulls
cotton through the gin by two rollers running in opposite directions or by a roller and a
knife, pulling the fibre from the seed (as opposed to a saw gin, where metal saws grab
cotton and pull the lint through metal ribs, leaving the seeds behind). The roller ginning
process, when compared to saw ginning, does the least amount of damage. It produces lint of better
staple, with fewer short fibres or neps but is typically slower.
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