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ICAC
MISSIONMISSION

Assist governments in fostering a healthyAssist governments in fostering a healthy 
world cotton economy, by 

•Providing transparency

•Clearinghouse for technicalClearinghouse for technical 
information on cotton production

•Forum for discussion of cotton  issues 
of international significance



ICACICAC
FOUR PRIMARY FUNCTIONS

St ti tiStatistics

Technical Informationec ca o at o

Forum for Discussion and 
C tiCooperation

Liaison with International Communityy



ICAC SOURCESICAC SOURCES
•Coordinating Agenciesg g
•National Organizations
World Bank FAO UN•World Bank, FAO, UN

•Trade Publications
•Government Reports
•Business ContactsBusiness Contacts
•Researchers



ICAC Publications

www.icac.orgg



MEASURING MEASURING 
SUSTAINABILITYSUSTAINABILITYSUSTAINABILITYSUSTAINABILITY

OF COTTON OF COTTON 
FARMINGFARMINGFARMINGFARMING
SYSTEMSSYSTEMS

Toward a guidance Toward a guidance 
frameworkframeworkframework framework 

FAO and ICAC



www.icac.org



Season 2012/13Season 2012/13



Cotlook A Index Since Aug 2012Cotlook A Index Since Aug 2012
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World Cotton Fundamentals 
2012/13
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Cotton Production by Country

ROW 2012/13
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Cotton Mill Use by Country

Vietnam ROW 2012/13
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Cotton Imports by Country
2012/13
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Cotton Exports by Country

2012/13

USA
30%

ROW
18%

9.7 Million tons
30%

Uzbk.
7%

India
16%

Fr. Afr.
8% 16%

B il Australia
11%

Brazil
10%



W ld S lWorld Supply = 
Beginning Stocks + ProductionBeginning Stocks  Production

World Demand =
Mill Use + Ending StocksMill Use + Ending Stocks

World Supply = World Demand



World Cotton Fundamentals 
2012/132012/13
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S l D dSupply = Demand

higher/lower production
=

higher/lower Ending Stockshigher/lower Ending Stocks



S l D dSupply = Demand

higher/lower mill use
=

lower/higher Ending Stockslower/higher Ending Stocks



Country Supply = 
B i i St k P d tiBeginning Stocks + Production + 

ImportsImports

Country Demand =
Mill Use + Ending Stocks +Mill Use + Ending Stocks + 

Exports

Country Supply = Country DemandCountry Supply = Country Demand



Cotton Fundamentals 2012/13
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Cotton Fundamentals 2012/13
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Cotton Fundamentals 2012/13
I diIndia
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Important ConceptsImportant Concepts
• World Ending Stocks = 

Beginning Stocks + Production – Mill Use

• World Stocks to Use Ratio = 
Ending Stocks / Mill Useg

World Ending Stocks 2012/13 = 18.2
World Stocks to Use Ratio 2012/13 = 18.2 / 23.5

= 0.78



Important ConceptsImportant Concepts
• Country Ending Stocks = 
Beg Stocks + Prod + Imports Exports Mill UseBeg. Stocks + Prod. + Imports – Exports – Mill Use

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

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

INDIA:INDIA:
Ending Stocks 2012/13 = 2.5
St k t Mill U R ti 12/13 2 5 / 4 7 0 53Stocks to Mill Use Ratio 12/13 = 2.5 / 4.7 = 0.53
Stocks to Use Ratio 12/13= 2.5/ (4.7 + 1.5 )= 0.40



A Index and Stock-to-Mill Use Ratio 
i W ld L Chi
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Past TrendsPast Trends

• Textile consumption at retail (end-use)Textile consumption at retail (end use)
• Supply & demand

P i• Prices
• Government interventions



World Consumption 
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World Consumption 
of Textile Fibers
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Market Share of Cotton in World 
T til Fib C ti
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Relative Price of 
C tt t P l t (A l)
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Cotton Consumption per Capita 
vs. GDP per Capita 1992
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Cotton Consumption per Capita 
vs. GDP per Capita 1992
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Cotton Consumption per Capita 
vs. GDP per Capita 2008
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Cotton Consumption per Capita 
vs. GDP per Capita 2008
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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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Cotton Consumptionp

↑ population, ↑ cotton consumption

↑ income, cotton consumption per capita ↑↓



Cotton Consumptionp
Low income countries:

↑ i ↓ k t h f tt↑ income, ↓ market share of cotton

High income countries:
↑ income market share of cotton stable at↑ income, market share of cotton stable at 

around 40%
Outlook: 

↑ cotton consumption ↑ p
↓ market share of cotton



Cotlook A IndexCotlook A Index
U.S. cents/lb
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A Index and Nearby NY Futures
P i
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Cotton and Polyester Prices*

US cents/lb
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Season-Average A Index
(source: Cotlook Ltd )
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World Cotton Production & Mill Use
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World Cotton Production & Mill Use
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World Ending Stocks
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World Ending Stocks
Million tons Stocks-to-Use Ratio

0.69
0.78 0.80

16

20

0.42
0.50 0.50 0.48 0.46

0.50

0 34
0.39

0 40

0.60

12

16

0.34

0 20

0.40
8

0.00

0.20

0

4

0.000
03/04 05/06 07/08 09/10 11/12



Cotlook A IndexCotlook A Index
U.S. cents/lb
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Why not lower?

China National Cotton ReserveChina National Cotton Reserve 
Corporation (CNCRC)



Purchases of Cotton by the 
Chinese National ReserveChinese National Reserve
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Government Interventions that
i d isustained cotton prices

• Chinese National Reserve Corporation: 
10 illi t i 2011/12 d 2012/1310 million tons in 2011/12 and 2012/13

• India: export ban March – May 2012. Exports
August - March 2012: 1.6 million tons. g
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World Ending Stocks
Mi Chi N ti l RMinus China National Reserve
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Price Volatility by Season: Cotlook A 
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Outlook 2013/14 
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Cotton Mill Use
Million Tons
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Price of cotton vs. competing g
crops at planting time
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World Cotton Area and Prices
Million HectaresUS cents / lb
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August 2006 = 100
Crude Oil Prices
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World Average Yield
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World Cotton Production & Mill Use
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World Production
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World Beginning Stocks
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World Supply = 
B St k + P d tiBeg. Stocks + Production
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Major Cotton Producing Countries
in the Northern Hemisphere
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Cotton Production
Million Tons
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Cotton Exports
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Cotton Imports
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Cotton Imports by CountryCotton Imports by Country
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World Ending Stocks
Million tons Stocks-to-Use Ratio
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World Ending Stocks
Mi Chi N ti l RMinus China National Reserve

Million tons Stocks-to-Use Ratio
0.9

20
24

0.38 
0.48 0.46 

0.41 
0.6

12
16

No estimate available

9.3 10.6 10.8 9.8

0.3

4
8

-7.77E-160
4

11/12 13/14
03/04 05/06 07/08 09/10

11/12 13/14



World Demand =
E di St k + Mill U
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Season-Average A Index
(source: Cotlook Ltd )
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Futures Prices
(Dec-13 & Jul-14 contracts)
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Direct Assistance to Cotton 
Production

Di t t t d ti• Direct support to production
• Border protectionp
• Crop insurance subsidies

Mi i t i h i• Minimum support price mechanisms
• Input subsidiesp
• Transportation subsidies



DIRECT ASSISTANCE TO COTTONDIRECT ASSISTANCE TO COTTON
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DIRECT ASSISTANCE TO COTTON
AND PRICES

Billion US$ A I d (US$/lb)
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WORLD PRODUCTION UNDER 
DIRECT ASSISTANCEDIRECT ASSISTANCE
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DIRECT ASSISTANCE TO COTTON
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DIRECT ASSISTANCE TO COTTON
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Prices in 2013/14Prices in 2013/14

• Dependent on Chinese policy:Dependent on Chinese policy:
Support price yuan 20,400/ton

• China = buyer of last resort

• How much stocks will the CNCRC liquidate?



Cotlook A Index 
Base Scenario
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Cotlook A Index
S1: Rapid Release Chinese ReserveS1: Rapid Release Chinese Reserve 

& China net importer
Season average (US cents/lb)
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Cotlook A Index
S2: Rapid Release Chinese ReserveS2: Rapid Release Chinese Reserve 

& China net exporter
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Cotlook A Index
S3: Slow Release of Chinese Reserve 
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Cotlook A Index
S4: Slowdown in world economyS4: Slowdown in world economy 
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