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The ICAC Price Model has served siince 1988 as a tool to
understand the relationship between prices and market con-
ditions and develop projections of the likely movement of
international cotton prices, as refelcted by the Cotlook A
Index. The model was initially devised as a simple inverted
supply-demand model widely used in economics to explain
changes in agricultural prices. Along these lines, the changes
in the Cotlook A Index are explained by changes in market

fundamentals,as represented by the stocks-to-use ratio out-
side China (Mainland) and net trade of China (Mainland)
with the rest of  the world. In 1993, the model was extended
to include  new market conditions that altered the price
formation  mechanism in the early 1990s after the break-up
of the USRR. With the newly created cotton producing
replublics in Central Asia, the bathering of cotton ex-

A REVISION OF THE ICAC PRICE MODEL








