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International Cotton Advisory Committee

35 Governments

Formed in 1939

$1.8 million

/ employees, 7 countries

Washington, DC




ICAC Mission

Assist governments in fostering a healthy
world cotton economy, by

*Providing transparency

Clearinghouse for technical information
on cotton production

eForum for discussion of cotton iIssues of
International significance




ICAC -Four Primary Functions

Statistics
Technical Information
Forum for Discussion and Cooperation

Liaison with International Community




ICAC’s Statistics on Cotton
Supply & Use

* Who uses ICAC data?

- How many countries are involved in the cotton
sector?

- Data collected for each country:
oBeginning stocks
oProduction (area, yield)
olmports = Total Supply
oConsumption
oExports

oEnding stocks = Total Distribution




ICAC SOURCES

Coordinating Agencies
National Organizations
‘World Bank, FAO, UN
Trade Publications
Government Reports
Business Contacts
Researchers
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|ICAC Publications

*Quarterly:
* The Recorder

* Annually:
* Cotton: World Statistics

*The Outlook for Cotton Supply
*World Cotton Trade

World Textile Demand

*Production and Trade Policies Affecting
the Cotton Industry

e Structure of World Cotton Trade




ICAC Publications

« Quarterly:
 The Recorder

* Annually:
e Cotton: World Statistics

* The Outlook for Cotton Supply
* World Cotton Trade

 \World Textile Demand

*Production and Trade Policies Affecting the
Cotton Industry

e Structure of World Cotton Trade




Invitation to 75" Plenary Meeting
October 30th-November 4t 2016

75" Plenary Meeting
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Current Market Situation

2015/16 Market and Country Market Shares




Cotlook A Index In 2015/16
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World Cotton Fundamentals 2015/16

million tons
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Production Consumption
$33.2 Billion $36 billion
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Cotton Production by Country

ROW
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Cotton Production
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Cotton Mill Use by Country
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China

Cotton Consumption

million tons



Cotton Imports by Country

2015/16
7.4 Million tons
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Cotton Imports
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Cotton Exports by Country
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Cotton Exports
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Current Market Situation

Market Fundamentals




Statistics and Price Forecasting

ICAC
Cotton Outlook Ltd.

United Nation’s Food and Agriculture
Organization/Organization of Economic
and Cooperative Development

U.S. Department of Agriculture

Food and Agricultural Policy Research
Institute




ICAC Price Model

IN(A/A_)=a*In(X/X 1) +b*In(X /X 5)+m>c*In(Y .
/Y io)H(A-m)*d*In(Z/Z, )
+e*D07+*D09+g*D10

» Stock to use ratio for World Less China (X))
» Stock to use ratio for China (Y, ,)
 China’s net imports (Z,)

https://www.icac.org/cotton-economics-and-cotton-
statistics/Price-Model




World Supply =
Beginning Stocks + Production

World Demand =
Mill Use + Ending Stocks

World Supply = World Demand




World Cotton Fundamentals 2015/16

million tons
45 -

Beginning Ending
Stocks Stocks

29 2 20.3

Production Mill Use
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World 2015/16
(million metric tons)

Beginning Stocks = 22.2
Production = 21.8

Mill Use = 23.7
Ending Stocks = 20.3




Supply = Demand

higher/ production

higher/ Ending Stocks




Supply = Demand

higher/ mill use

/higher Ending Stocks




Country Supply =
Beginning Stocks + Production + Imports

Country Demand =
Mill Use + Ending Stocks + Exports

Country Supply = Country Demand




Cotton Fundamentals 2014/15
India

million tons

Imports 0.3

Exports 1
Beginning
Stocks 1.9 Ending Stocks

2.3

Demand




Cotton Fundamentals 2015/16

million tons
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Cotton Fundamentals 2015/16
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Cotton Fundamentals 2015/16

million tons
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Important Concepts

World Ending Stocks =
Beginning Stocks + Production — Mill Use

e\World Stocks to Use Ratio =
Ending Stocks / Mill Use

Ending Stocks 2015/16 = 20.4
Mill Use 2015/16 = 23.7

Stocks to Use Ratio 2015/16 = 20.4/ 23.7
= 0.86




Important Concepts

e Country Ending Stocks =
Beg. Stocks + Prod. + Imports — Exports — Mill Use

e Country Stocks to Mill Use Ratio =
Ending Stocks / Mill Use

e Country Stocks to Use Ratio =
Ending Stocks / ( Mill Use + Exports )

INDIA:

Ending Stocks 2015/16 = 2

Stocks to Mill Use Ratio 15/16 =2/ 5.2= 0.39
Stocks to Use Ratio 15/16 =2/ (5.2 +1.2) =0.31




Cotton Consumption

Ipopulation, f cotton consumption

Iincome, cotton consumption per Capital




Cotton Consumption

Low income countries:
f income, market share of cotton

High income countries:

| income, market share of cotton stable at
around 40%

Outlook: ] cotton consumption
market share of cotton




Supply and Demand

Past Trends




World Cotton Production & Mill Use

million tons
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World Cotton Production & Mill Use

million tons
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24

22

20

RS
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2004/05 — 2006/07:
Cumulative Gap: 4.2 mill tons
A Index: -24% in 04/05

3 years to recover

Production
2010/11-2014/15:

Cumulative Gap: 13.6 mill tons
A Index: -65% in 11/12

00/01 05/06 10/11



Growth in World Cotton Mill Use

"""""""" T 1
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95/96 00/01 05/06 10/11




World Consumption
of Textile Fibers and Population

million tons
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World Consumption
of Textile Fibers and Population

million tons

billion people (line)
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World Consumption
of Textile Fibers

million tons
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Market Share of Cotton in World
Textile Fibers Consumption

Percentage
75 -

65 -
Average 1960-1979
55 -
Average 1980-1999

45 -

35 A Average 2000-2015

25
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Cotton Consumption per Capita vs.
GDP per Capita 1992

Cotton Consumption per Capita, in kgs
20 -
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Cotton Consumption per Capita vs.
GDP per Capita 1992

Cotton Consumption per Capita, in kgs
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Cotton Consumption per Capita vs.
GDP per Capita 2008

Cotton Consumption per Capita, in kgs
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Cotton Consumption per Capita vs.
GDP per Capita 2008

Cotton Consumption per Capita, in kgs
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Cotton Consumption per Capita vs.
GDP per Capita 1992, 2000, 2008

Cotton Consumption per Capita, in kgs
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Market Share of Cotton vs. GDP per
Capita 1992, 2000, 2008

Market Share of Cotton (%)
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SHARES OF DEVELOPED, DEVELOPING AND CEEU
COUNTRIES IN WORLD TEXTILE FIBRE
CONSUMPTION

_ 2000 c.andE. 2015

Europe and
Europe and former

former USSR

USSR 40%

3.6%

_ Developed
Developed Developing Countries Developing
Countries Countries 32.0% Countries
45.2% 51.2% 64.0%




GROWTH OF COTTON AND NON-COTTON FIBER
CONSUMPTION: WORLD

% change

m Cotton Non-cotton

6
4
2
0
-2
4
-6
-8




WORLD COTTON AND NON-COTTON TEXTILE

FIBER CONSUMPTION PER CAPITA
kg/capita

Non-Cotton

1960 1970 1980 1990 2000 2010




Chinese Cotton Mill-Use

China’s Share of
Global Cotton Consumption

Growth in Chinese Cotton Mill-Use 1991-2015

12 23%
1990/91

2007/08
versus

1990/91 2007/08

in
2015/16
vVersus

‘ ‘ 2007/08

2015/16




Chemical Fiber Yarn Production

million tons
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China World
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Cotton Yarn Imports in 2013
Leading Countries

million tons
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World Cotton Yarn Imports in 2013




. World Ending Stocks
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20 20
18.3
15.3

0

94/95 98/99 02/03 06/07 10/11 14/15




Prices

Past Trends




A Index and Stock-to-Mill Use Ratio
INn World Less-China

% change in Cotlook A Index

120% - y =-0.5444x + 0.0295

A R2 =0.0944
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A Index and Nearby NY Futures Prices

US cents/lb
260 -

A Index
==NB Futures
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Season-Average A Index

US cents/lb
195 -

35

79/80 84/85 89/90 94/95 99/00 04/05 09/10 14/15

(source: Cotton Outlook Ltd.)




Factors Affecting Cotton Prices in 2010/11

A Index, US cents/lb

250 - Broken contracts Collapse in mill use

Unexpected surge (sellers) o
In demand

200 \
Speculation

surges

150 l

100 \

Unexpected government Broken contracts
\ Interventions (buyers)

0 Floods in Pakistan

Low stocks
0 :

Aug-10 Nov-10 Feb-11




Price Volatility by Season:
Daily Cotlook A Index

Difference with respect to season average

Season highest value

Season lowest value

2015/16: August-May 2016




Relative Price of Cotton to
American Polyester (Annual)

Ratio
2.0 -
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Relative Price of Cotton to Chinese
Polyester (Monthly)

ratio

25

2.0 -

1.5 A

1.0 -

0.5 -

0.0 | | | I
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Source: Cotlook




Cotton Lint and Cotton Yarn Indexes*

weekly index*

Z10]0)

Cotlook A Index
300

O ] ] ] ] ]
Aug-10  Aug-11  Aug-12 Aug-13 Aug-14 Aug-15

* Average 2005 = 100 ; Source: Cotton Outlook




Government Interventions

Past Trends




Cotlook A Index

U.S. cents/lb
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Why not Iower’?
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China National Cotton Reserve
Corporation (CNCRC)




Government Interventions that
Sustained Cotton Prices

*Chinese National Reserve Corporation:
11 million tons in 2011/12 to 2013/14

*India: export ban March — May 2012. Exports
August - March 2012: 1.6 million tons.




Purchases of Cotton by the
Chinese National Reserve

thousand tons million tons
400 -

6.3

Purchases

= Cumulative

0 l i 0-0

Sep-11 Mar-12 Sep-12 Mar-13 Sep-13




Estimated Size of China National Reserve

million tons

14 -

28




World Ending Stocks

million tons stock to use ratio
25 - - 1.00

20 0.80
15 0.60

0.40
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Direct Assistance to Cotton
Production

*Direct support to production
*Border protection
*Crop insurance subsidies

*Minimum support price mechanisms
*Input subsidies
* Transportation subsidies




DIRECT ASSISTANCE TO COTTON

billion US$
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DIRECT ASSISTANCE TO COTTON
AND PRICES

billion US$ A Index (US$/Ib)
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WORLD PRODUCTION UNDER DIRECT
ASSISTANCE

million tons

30 Average With Assistance: 55%
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Direct Assistance To Cotton

billion US$
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Direct Assistance To Cotton

million US$

2013/14 m2014/15
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2016/17 Outlook




World Cotton Area and Prices

US cents/lb million hectares
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Price of cotton vs. competing crops at
planting time in N. Hemisphere

ratio
18 - m2010 m2011 m2012 @m2013 m2014 m2015

| IR W

Soybean

Sorghum



Crude OIl Prices

2010 =100 (World Bank Pink Sheet Monthly Prices)
200 T
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World Average Lint Yield
kg/ha (rainfed + irrigated)
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World Cotton Production & Mill Use

million tons
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World Supply =
Beg. Stocks + Production

million tons
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World Beginning Stocks

million tons
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World Production

million tons Prod. S. Hem.
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Major Cotton Producing Countries

million tons
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Cotton Production

CFA Africa

Brazil

Pakistan

USA

China

India

million tons




Cotton Exports

million tons
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World Demand =
Ending Stocks + Mill Use

million tons

50 - mill use
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Growth in World Cotton Mill Use

10%
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Growth in World GDP
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USA
Bangladesh
Vietnam
Turkey
Pakistan
India

China

Cotton Consumption

million tons



Cotton Imports

million tons

05/06 10/11
= «=China =—World Less China




Cotton Imports

million tons
2.0 -
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World Ending Stocks

million tons stocks-to-use ratio
24 - - 1.00
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Ending Stocks

million tons
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Cotlook A Index

season-average (US cents/lb)
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Prices Iin 2016/17

Dependent on effects of Chinese policy
*Production vs. Consumption
*Prices for polyester and competing fibers

*Recovery of World Economy




Cotton and Chinese Polyester Prices
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*Weekly quotes (Source: Cotton Outlook Ltd.)




2016 Chinese Reserve Sales

thousand tons yuan/ton
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Estimated Size of China National Reserve

million tons

14 -
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Futures Prices
(Dec-14 & Jul-15 contracts)

US cents/lb
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Settlement Prices for Cotton
Futures Contracts as of May 31

cents/lb
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Cotlook A Index

season-average (US cents/lb)
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Long Term Outlook




World Cotton Area

million hectares
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Biotech cotton area
(percentage of world total)
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Average World Lint Yield

kg/ha
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Technological Changes In
Agriculture

Mechanization
Synthetic fertilizers
*Insecticides

Herbicides

*Biotechnology
«?




World Cotton Production
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Season-Average Cotlook A Index
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World Consumption of
Textile Fibers
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WORLD COTTON CONSUMPTION
AND MARKET SHARE OF COTTON
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Outlook for Merchants

« Fewer and bigger ( 1 concentration )

* More multi-commodity merchants

* Fewer cotton-only merchants




Increasing Capital
Requirements

2007: $6 loan per $1 equity

2010 & 2012: $3 loan per $1 equity
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