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Overview
ICAC• ICAC

• Supply chainSupp y c a
– Cost structure

– Pass-through of pricesg p

• Market Structure
S l & d d– Supply & demand

– Prices

Government interventions– Government interventions

• End-use consumption
– Determinants

– Inter-fiber competition



INTERNATIONAL COTTONINTERNATIONAL COTTON 
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40 Governments40 Governments

Formed in 1939

$1.8 million

9 l 9 t i9 employees, 9 countries

Washington, DCWashington, DC



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



www.icac.org



Cotton Supply ChainCotton Supply Chain

Fiber Yarn Fabric Garment RetailFiber Yarn Fabric Garment Retail



Costs Structure of Ring-Spun 
Yarn in ChinaYarn in China
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Costs Structure of Woven Fabric 
Manufacturing in China (Ring)
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Importance of Fiber Prices 
Decreases as Value is AddedDecreases as Value is Added

Cost Structure of Woven Fabric
M f t i i Chi
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Manufacturing in China
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Power

a third of the 
cost of    30% Power
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Costs Structure of Open End 
Yarn Manufacturing in ChinaYarn Manufacturing in China
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Costs Structure of Knit Fabric 
Manufacturing in China (OE Yarn)

Y

• Yarn is about 7%

6% Yarn

Capital
80% of the cost 
of making knit 

7%
7%

Power

fabric with                        
OE yarn
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OtherOther 
Mat.
Labor

Source: International Textiles Manufacturers’ Federation (ITMF) International Cost of Production 
Comparison (2010)



Importance of Fiber Prices 
Decreases as Value is AddedDecreases as Value is Added

Cost Structure of Knit Fabric
M f t i f OE i Chi

Fiber• Fiber is about 

Manufacturing from OE yarn in China

11% Capital

Power

60% of the cost 
of making knit 

61%

11% Power

Waste
fabric from              
OE yarn

12% Other Mat.

LaborLabor

Source: International Textiles Manufacturers’ Federation (ITMF) International Cost of Production 
Comparison (2010)



Cotlook A IndexCotlook A Index
U.S. cents/lb
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Fiber and Yarn Prices
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Index August 2010=100
Yarn, Fabric, Garment, Retail 
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Summary of Pass-Through: 
Aug10 through Peak

7%
Jan 2013



Market StructureMarket Structure

– Supply & demandSupply & demand
– Prices
– Government interventions



World Cotton Area
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World Cotton Area and Prices
Million HectaresUS cents / lb
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Price of cotton vs. competing g
crops at planting time

Ratio
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Average World Yield
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Biotec cotton area
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World Cotton Production & Mill Use
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World Production
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15%

Growth in World Cotton Mill Use
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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 Production
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Cotton Mill Use by Country

Vietnam ROW 2012/13
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Cotton Mill Use
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Cotton Imports by Country
2012/13
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Cotton Imports by CountryCotton Imports by Country
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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%



Cotton Exports
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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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World Supply = 
B St k + P d tiBeg. Stocks + Production

Million tons
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World Demand =
E di St k + Mill U
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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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Season-Average A Index
(source: Cotlook Ltd )
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A Index and Stock-to-Mill Use Ratio 
i W ld L Chi
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Prices in 2012/13 & 2013/14Prices in 2012/13 & 2013/14

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

• China = buyer of last resort• China = buyer of last resort

• How much stocks will the CNCRC 
buy/liquidate?buy/liquidate?
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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
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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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End-Use ConsumptionEnd Use Consumption

• DeterminantsDeterminants
• Inter-fiber competition



World Consumption 
of Textile Fibers and Population
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World Consumption 
of Textile Fibers

Million Tons
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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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Relative Price of 
C tt t P l t
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Cotton to Polyester
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Ratio > 1: cotton share ↓ 95% of the time
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Relative Price of 
C tt t P l t
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Ratio > 1: cotton share ↓ 95% of the time
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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
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Market Share of Cotton 
vs. GDP per Capita 1992, 2000, 2008

Market Share of Cotton (%)
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Apparel fibre consumption in 
d l d t i b fib tdeveloped countries, by fiber type, 

2010
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Apparel fibre consumption in 
d l i t i b fib tdeveloping countries, by fibre type, 

2010
Cotton 
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Shares of developed and developing 
countries in total world apparel fiber

consumption, 2010consumption, 2010
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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
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