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New York Cotton Futures
Cotton N°2:
Quality : Strict Low Middling (SLM), Staple Length : 1 2/32nd inch

In US cents per pound

Oct 13 | Dec 13 | Mar 14 | May 14 | Jul1i4 |Mar14 v. Dec 13

06 Sep 13 83.24 |83.21 82.59 82.68 82.74 -0.62
09 Sep 13 83.71 |83.50 |83.05 83.08 82.98 -0.45
10 Sep 13 84.85 |84.47 |83.76 83.32 82.74 -0.71
11 Sep 13 84.80 |84.35 |83.89 83.46 82.91 -0.46
12 Sep 13 85.88 |84.75 |84.43 83.98 83.48 -0.32
13 Sep 13 85.21 |84.46 |84.16 83.72 83.22 -0.30
16 Sep 13 85.00 |84.00 |83.79 83.49 83.08 -0.21
17 Sep 13 84.77 |84.44 |84.15 83.99 83.68 -0.29
18 Sep 13 85.73 |85.54 |85.14 84.88 84.43 -0.40
19 Sep 13 85.34 |84.72 |84.46 84.25 83.83 -0.26
20 Sep 13 83.33 |84.52 | 84.41 84.25 83.88 -0.11
23 Sep 13 83.01 |84.27 |84.18 84.21 84.00 -0.09
1-Day change -0.32 -0.25 -0.23 -0.04 0.12

1-Day change (%) | -0.38% |-0.30% | -0.27% | -0.05% | 0.14%

1-Week change -1.99 0.27 0.39 0.72 0.92

1-Week change (%) | -2.34% | 0.32% | 0.47% | 0.86% 1.11%

4-Week change -2.63% | -0.74% | 0.15% | 0.59% | 0.97%

6-Month change (%) | -5.30% | -3.39% | -3.20% | -2.82% | -2.70%

1-Year change (%)| 6.61% |7.80% |6.13% | 7.80% | 7.12%
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India Cotton Prices India’s Cotton Prices
F [ : Official Spot Rate of Cotton Association of India (CAl)
Official SpOt Rate of Cotton Association of India (CAl) Including Entry Tax excluding S.T., Purchase Tax, CST and VAT
Monthly Average in Rupees per Candy (355.62 kilos), US Cents per Kilo and in US In US$ per Quintal
Cents per Pound

Indi Indi indi indi Name 21-Sep-13 | 1-Week 1-Week | 4-Week 1-Year

ndia ndia ndia ndia

Shankar-6 Shankar-6 Shankar-6 Shankar-6 US$/Qtal | Change | Change | Change | Change

Rps/Candy US$ per Kilo | US Cts/Lb 1 Year = 100
Aug-12 38,019 1.93 87.35 100 Bengal Deshi (RG) 163.63 -3.76 -2.25% -2.29% -19.28%
86?-1122 gg%g }gg gggz gg V-797 125.38 -0.8 -0.64% | -0.17% -10.89%
Ngv-12 33:557 1:72 78:17 88 Jayadhar 142.8 0.05 0.04% -0.84% -10.15%
E)ec-11§ gg;gi };g ;ggg gg Punjab J-34 (SG) | 178.08 -8.01 -4.30% | -3.77% 5.14%
Fob-13 35,013 1.83 82.84 92 Y-1 165.75 -2.06 -1.23% | 0.23% | -
Xlar-1133 gg?% }gg gggg }88 H-4/ MECH-1 181.9 -8.86 -4.64% | -4.72% 1.77%

pr- , . .
May-13 37,752 1.94 87.77 99 S-6 198.9 -3.75 -1.85% 0.87% 11.28%
ju|n-1133 zgggg }gg 8821 }1015 MCU-5 206.13 -3.32 -1.59% | 0.07% 0.91%
Alaé_w 45:850 205 93.03 121 DCH-32 243.53 0.09 0.04% 5.76% -9.61%
Bunny/ Brahma 201.03 -2.48 -1.22% | -0.17% 7.75%

1-Month Chge 3,492 0.06 2.79
1-Month Chge (%) 8.24% 3.09% 3.09% . .
1-Year Chge (%) 20.60% 6.50% 6.50% Source: East India Cotton Exchange
2-Year Chge (%) 28.88% -7.84% -7.84% India’s Cotton Prices

Official Spot Rate of Cotton Association of India (CAl)
Including Entry Tax excluding S.T., Purchase Tax, CST and VAT
In US cents per pound

Name 21-Sep-13 | 1-Week 1-Week 4-Week 1-Year
US c/Lb Change Change Change | Change
Bengal Deshi (RG) 74.22 -1.71 -2.25% -2.29% | -19.28%
V-797 56.87 -0.36 -0.64% -0.17% | -10.89%
Jayadhar 64.77 0.02 0.04% -0.84% | -10.15%
Punjab J-34 (SG) 80.78 -3.63 -4.30% -3.77% | 5.14%
Y-1 75.18 -0.94 -1.23% 0.23% -
H-4/ MECH-1 82.51 -4.02 -4.64% -4.72% 1.77%
S-6 90.22 -1.7 -1.85% 0.87% 11.28%
MCU-5 93.5 -1.51 -1.59% 0.07% 0.91%
DCH-32 110.46 0.04 0.04% 5.76% -9.61%
Bunny/ Brahma 91.19 -1.12 -1.22% -0.17% | 7.75%

Source: East India Cotton Exchange
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China Cotton Import Market.
—
. (6] . o
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~ 52
e} (] o mn
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23 September 2013 New York Cotton Fidures: Dec 2013 Contractin New York Cotton Futures -Dec 2013 Contract:
Cotton prices were supported by US Fed decision to continue creating money, but Last 12 Months 1-Year Index
spinners reject any new increase of their raw material costs. Our weekly cotton % Boect 120 Woec 13
report covers the latest price trends of international spot and futures markets through " .
a large number of tables and charts, with also domestic markets in India, China and 3 - 1
Pakistan being reviewed. Historical data back to 6 years are available for download. 5 B S 1
a &
Cotton prices were supported in the last week by US Fed’s decision to continue g v g 105
creating money by further buying bonds. § w 9
) - 10
As a result, the US dollar sharply fell and commaodity prices rebounded, including :5) W )
cotton futures in New York. m %
. . . 7 El
After having digested the news, commodity markets were more depressed at the A ; N s R 0 a a o
end of the week and cotton was only supported by an expected fall in US crop this d\ﬁ\’ \t\rﬂ\\ T\@“\ N&\‘ \w‘*‘@ S 1 .
year. \
New York’s key contract eventually gained 0.6% at 84.52 cents per pound.
Spinners’ revolt
. ) o . New York Cotton Futures: 4.Week and 3-Month Cotton Price on International Physical Market:
Cotton buyers actually find prices are too high in current period. Trends n Last 12 Months (Dec 13 Contract) Cotlook A ndex n Last 12 Morths
. ) 9000 .
Spinners are very reluctant to accumulate stocks at such levels, and stop ordering |4-Wéﬂ_ 100 I A index
each time New York climbs above 82 cents. ) Rverege o
. &0 B Horth o
The market continues also waiting for the new harvest which is not yet available. N Average @
£ omMw &
Demand for yarns is very weak, including form China. Thai and Turkish exporters # I
are no more able to sell their products. § s s .
) =)
. . . . . . . 3 s
With both Indian and Pakistani rupees now rebounding, US$ prices are rising on the 7800 0
international yarn market.
. . . 7500 7
Lower cotton prices in India / i 0 0 o PP R T
\) y) \) () ALF ALF A F g
AP of W I § K, o 1
In India, cotton prices are sharply down in rupee terms, as a result of weakening 0 ' ! ! '
demand for yarns on the international market..
Cotton sales to China are also further dropping, as the new crop will be delivered in
priority to domestic customers, before Chinese importers will be served, as of Cotton Price on International Physical Market gvﬂ?P?{si;a:lz’l;;tWeekﬂnﬂMomh
December. Cotlook A: 1-Year Index rends inLa onths
120 a7
I Andex W 4 Week
With US crop not large enough to satisfy demand, cotton buyers will however again % Average
turn to India, where a new increase in yields will push up cotton output again in new e o B W 3-orth
season (October-September). 3 - P Average
1 . B9
Although global cotton use is expected further rising in 2013-14, it will remain far g 02 lé a7
below levels experienced before the surge of 2010. - g &
9% &
With China’s buying policy maintained until next campaign, cotton prices will remain 8
at artificially high levels on international market, destroying demand and favoring 90 79
polyester use. m\‘f“@ «r\‘ﬁﬁ N_g\“- 1“‘1_@3 . o \ﬂ\.o . & @@_a\
0 k o 3\ o® o
www.sirplusinfotech.com www.sirplusinfotech.com
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Cotton Physical Price: Cotlook A - S-Year
Index
350 EE A Index
300
= 250
& 200
: 150
100
S0
1@_6\,6& PR . S ,E:;\’rgx < o A
China cotton Import Price: FC Index S in Last
12 Months
104 BN FC
Incdex S
- 100
‘:tf 96
2
88
84
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New York Cotton Futures
Cotton N°2:
Quality : Strict Low Middling (SLM), Staple Length : 1 2/32nd inch
In US cents per pound
Oct-13 Dec-13 Mar-14 Dec-13
US Cents US Cents | US Cents 1 year = 100
/Lb /Lb /Lb
05-Sep-13 82.4 82.3 81.89 83.33 105
06-Sep-13 83.24 83.21 82.59 83.33 106
09-Sep-13 83.7 83.49 82.74 83.33 107
10-Sep-13 84.85 84.47 83.76 83.33 108
11-Sep-13 84.8 84.35 83.89 83.33 108
12-Sep-13 85.88 84.75 84.43 83.33 108
13-Sep-13 85.21 84.46 84.16 83.33 108
16-Sep-13 85 84 83.79 83.33 107
17-Sep-13 84.77 84.44 84.15 83.33 108
18-Sep-13 85.73 85.54 85.14 83.33 109
19-Sep-13 85.34 84.72 84.46 83.33 108
20-Sep-13 83.33 84.52 84.41 83.33 108
1-Day change -2.01 -0.2 -0.05
1-Day change (%) | -2.36% -0.24% -0.06%
1-Week change -1.88 0.52 0.62
4-Week change -1.08% 0.52% 1.09%
6-Month change (%) -3.40% -2.01% -1.51%
1-Year change (%) 5.82% 6.73% 5.07%
www.sirplusinfotech.com

Cotlook A Index (C.F. Far Eastern Price)
In US cents per pound
A Index A Index A Index A Index
Far East Far East Far East Far East
US cent/Lb 1 Year =100 | 2 Year =100 | 2-Week Change
04-Sep-13 88.75 110 85 -5.13%
05-Sep-13 88.75 110 85 -1.22%
06-Sep-13 88.35 109 84 -1.67%
09-Sep-13 89.15 110 85 -0.78%
10-Sep-13 89.4 111 85 -1.22%
11-Sep-13 90 111 86 0.06%
12-Sep-13 89.85 111 86 0.34%
13-Sep-13 90.35 112 86 1.35%
16-Sep-13 90.3 112 86 1.01%
17-Sep-13 89.95 111 86 0.62%
18-Sep-13 90.3 112 86 1.75%
19-Sep-13 91.45 113 87 3.04%
20-Sep-13 90.75 112 87 2.72%
1-Week Change 0.4
1-Week Change (%) 0.44%
4-Week Change 0.9
4-Week Change (%) 1.00%
6-Month Change (%) -4.22%
1-Year Change (%) 6.45%
Daily Cotton Import Prices in China
China’s Foreign Cotton Index
In US Cents per Pound CNF China*
Grades: S=SL, M=M, L=SLM
FC Index S FC Index M FC Index L
SL M SLM
06-Sep-13 97.38 95.43 93.65
09-Sep-13 97.79 95.95 94.54
10-Sep-13 98.02 96.11 94.82
11-Sep-13 98.7 97.11 95.82
12-Sep-13 98.66 97 95.63
20-Sep-13 99.05 97.27 96.03
16-Sep-13 98.78 97.07 95.71
17-Sep-13 98.46 96.79 95.31
18-Sep-13 98.73 97.07 95.72
22-Sep-13 98.73 97.07 95.72
23-Sep-13 98.95 97.17 95.73
1-Week Change 0.17 0.1 0.02
1-Week Change (%) 0.17% 0.10% 0.02%
4-Week Change (%) 2.73% 2.84% 1.71%
6-Month Change (%) -0.65% 0.36% 1.22%
* CNF: Including Transport Costs to Chinese Ports,
Excluding Insurance, duties and VAT.
Source: China Cotton Association
www.sirplusinfotech.com




Q7 Swmews/mioteecn _______/ / / /| Q7 Swmews/mioteecn _______/ / / /|

Cotton Prices in China, India and Pakistan
In Yuan per Metric Ton, Indian Rupee per Candy and Pakistani Rupee per Maund

Cotton and Yarn Prices in China, India and Pakistan, in local currency

Month China* India** Pakistan*** | China India pakistan
and US$ terms , , ) , ) 328 Shankar-6 | KCA Spot | 328 Shankar-6 | KCA Spot
Cotton Fiber & Yarn Price Comparison: China vs. India and Pakistan Yuan Rupees | Rupees Yuan Rupees Rupees
Statistical Report MT /Candy | /Maund 1 Year=100| 1 Year=100 | 1 Year=100

China India Pakistan China India Pakistan
Gross margin of Indian spinners were significantly reduced on the local Aug-12 18,394 38,019 | 5,746 100 100 100
domestic market in August, while Pakistani yarn makers enjoyed larger Sep-12 18,639 35,678 | 5,564 101 94 97
profits in the meantime.Monthly report compares cotton fiber and cotton Oct-12 18,693 33,480 | 5,525 102 88 96
yarn prices in China, India and Pakistan, with latest margin trends at ggg'}g 13’322 gggg; g’gg; 18421 gg }gg
ggwﬁlsot;cdyam plants. Historical data back to 2007 are available for Jan-13 19,261 33764 | 5.985 105 89 104
: Feb-13 19,289 35,013 | 6,250 105 92 109
Cotton prices surged in August in India, in local currency terms, while Xlar-13 19,356 38,284 1 6,754 105 101 118
. X : . L . pr-13 19,377 38,177 | 6,738 105 100 117
staying flat in China and slightly rising in Pakistan. May-13 19.349 37.752 | 6.417 105 99 112
Be.nchmarlk inqicgtor gained 8.2% in India in rupee terms, on average, jﬂ,n_1133 13:228 22:222 g:jgg 182 1?15 Hg
while Pakistan’s indicator was up 2.1%, and Chinese benchmark price Aug-13 19,160 45,850 | 6,628 104 121 115
was losing 0.5%, in local currency terms. 1 Month -100 3,492 138
1 Month (%) | -0.52% 8.24% 2.13%
Yarn prices less rising in India 1 Year (%) 4.16% 20.60% | 15.35%
Cotton yarn prices did not follow the surge in cotton fiber prices in India, * Average Price on Spot Markets
with our benchmark 30S carded in Bhiwandi rising only 2%. ** On Mumbai Cotton Exchange (1 Candy = 355.62 kilos)
*** Spot Rate of Karachi Cotton Association (1 Maund = 37.3242 kilos)
In China, prices did not move while they gained 3.7% in Pakistan. Cotton Prices in China, India and Pakistan

In US Cents per Pound

As a result, margins of Indian spinners strongly fell over the past month,

losing 6.8% in rupee terms, while gross margin of Pakistani spinners Month China | India Pakistan | China India Pakistan
was rising 5.6%. 328 Shankar-6| KCA Spot| 328 Shankar-6 | KCA Spot
US¢ USc¢ USc¢ USc¢ USc¢ USc¢
From a year earlier, margins rose 9.5% in Pakistan, losing 10% in India. /Lb /Lb /Lb 1 Year=100|1 Year=100| 1 Year=100
Quite different results in US$ terms Aug-12 131.71 |87.35 73.07 100 100 100
Sep-12 133.4 83.27 70.8 101 95 97

If however considering prices in US$ terms, cotton prices only rose 3%

: : . : : : Oct-12 134.46 |80.54 69.65 102 92 95
:(r;lll-ndla while yarn prices were not moving, after the rupee dramatically Nov-12 13567 | 7817 73.32 103 89 100

Dec-12 137.38 |78.72 73.69 104 90 101
As a result, margins of Indian spinners are unchanged in US$ terms. Jan-13 139.05 |78.66 74.05 1106 90 101

Feb-13 139.04 |82.84 76.9 106 95 105
Indian spinners selling on their domestic market have suffered from the Mar-13 139.78 |89.65 82.97 106 103 113
surge of cotton prices in rupee terms, while exporters were able competing Apr-13 140.64 |89.63 82.59 107 103 113
with rivals from Pakistan on the Chinese market. May-13 141.58 |87.77 78.6 107 100 107

Jun-13 141.77 |88.01 78.54 108 101 107
The fall of the Indian rupee is actually behind the surge of cotton prices Jul-13 141.34 |90.24 78.09 107 103 107
on the domestic market, which can be explained by tight supply and Aug-13 141.11 [93.03 77.94 107 107 106
stronger demand from yarn exporters. 1 Month -0.23 2.79 -0.15

1 Month (%)| -0.16% | 3.09% -0.19%
1 Year (%) | 7.14% |6.50% 6.37%
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Cotton Prices in China, India and Pakistan China: Growth in Yarn Spinning Slows, but no Worries for
In US Dollar per Kilo Record Year
Morh chinal india Pakistan | China india Pakistan . Respon_dlng to recent softness in Fjomestlc fabric productlorj,
328 | Shankar-6| KCA Spot| 328 Shankar-6 | KCA Spot Chinese yarn spinning decelerated again in August, but the domestic
ussg | US$ Us$ us$ us$ us$ sector remains on track to produce a record annual volume of yarn
Kilo | Kilo Kilo China-100| China-100| China-100 regardless. China’s National Bureau of Statistics is reporting spinners
Aug-12 2.9 1.93 1.62 100 66 56 across the country produced 2.9 million metric tons of yarn last month,
Sep-12 294 | 1.84 1.56 100 62 53 the biggest August on record. While output stretched 5.8% from a
Nov 12 500 | 175 b 00 o o year earlier, growth slowed for the third straight month, mirroring a
Dec-12 3.03 1.74 1.62 100 57 54 similar deceleration in Chinese cloth manufacturing. Locals concur,
Jan-13 3.07 1 1.73 1.63 100 57 53 saying cotton yarn sales remain stagnant and weak yarn prices are
ll\:/libr}g g'gg }'gg 1'23 }88 22 gg undermining profit margins. Overall, many report yarn business is flat
Apr-13 3.1 1.98 1.82 100 64 59 in major textile markets and sales remain moderate across the country.
zﬂay-13 3.12 | 1.93 1.73 100 62 gg In turn, this softness is easing demand for chemical fiber to feed the
un-13 3.13 1.94 1.73 100 62 P . . .
Jul-13 312 | 199 179 100 64 55 spinning sector, crimping output at upstream fiber manufacturers.
Aug-13 3.11 2.05 1.72 100 66 55
1 Month -0.01 | 0.06 0 Regardless, the largest yarn spinner in the world remains on
] \'\("':;”r”(‘o/i)/") '70f4§/°° g'ggoﬁ ;50'317%/:° track to boost output again in 2013 to an unprecedented high. Over
the first eight months of the year cumulative production across China
Cotton Yarn Prices in China, India and Pakistan stands at 22.4 million metric tons, 7.3% more versus the same period
In ('j”?(‘a” Rupesls P,efTK"Oﬁ Pak Rupees per 10b Bundle, ayear earlier. We estimate that even if yarn spinning over the remaining
and Yuan per Metric Ton four months of the year unraveled an unlikely -12.3% from the
Month China* | India**| Pakistan**{ China India Pakistan corresponding period in 2012—steeper than any single month’s decline
32/1s | 30/1s | 30/1s 32/1s 30/1s 30/1s in more than fourteen years—the sector will still expand. Instead, this
Yuan :’(“R IPK1R T“?” 1 ?‘#peei ?‘#peei year-to-date volume strongly suggests annual output will stretch to a
MT 9 b-10 ear=100] 1 Year=100 1 vear=10Q fifteenth straight record-setting year of roughly 35 million tons, as the
Aug-12 24.750| 195 | 1,351 100 100 100 gr_aph below demonst_rates. If so, th_e Iar.gest yarn spinner in the wo_rld
Sep-12 24,750| 192 1,350 100 98 100 will grow even bigger in 2013, but with virtually none of that expansion
Oct-12 25,250 183 | 1,351 102 94 100 translating into increased Chinese cotton mill demand.
Nov-12 25,250| 185 | 1,389 102 95 103
Dec—1 2 25,465 185 1,441 103 95 107 Chinese Yarn Output Slows in Tandem with Chemical Fiber Production... .but Yarn Spinning Remains on Track to see another Record Year
Jan-13 25,650| 187 | 1,485 104 96 110 e — .
Feb-13 25,728| 185 | 1,498 104 95 111 o e e IR ——
Mar-13 25915 192 | 1,520 105 98 113 . A
Apr-13 25,800| 202 | 1,530 104 104 113 5 | \ . i )
May-13 25769| 192 | 1,460 104 98 108 P N / A s 7
Jun-13 25,750 198 | 1,455 104 102 108 g w /\[/\"'\ -;\// i h\/\f\//\ Vi b / i
Jul-13 25,750| 204 | 1,465 104 105 108 g o | ‘ / | A S 2
Aug-13 25,658| 208 | 1,520 104 107 113 w0 | N o :
1 Month -92 4 55 et
1 Month (%) -0.36%| 1.96%| 3.75% SFEEESEd e N
1 Year (%) | 3.67% | 6.67%| 12.51% §IFSFFEEFESTS
( °) ° ° ° Source: ChineseNational Bureau of Statistics FCS“’"" Source: N35. * January- August of each respective year FCSu»nc

* Carded Km.ningA Prices.in Qiang z s
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China: QOutlook for 2013/14 as Auqust Cotton Yarn
Imports Stretch to a Record

With government policy ensuring high domestic prices persist
for raw cotton, Chinese textile mills increasingly are sourcing
more cotton yarn overseas, a trend with far-reaching
implications in the new marketing year. The latest foreign trade
data indicate the largest cotton yarn importer in the world
imported a record 203,400 metric tons of the product last
month, 34.2% more than a year earlier. This increase marks
the sixth straight year-over-year advance and the eighteenth
gain in the last nineteen months, driving gains from key
exporters Pakistan, India, and to a lesser degree Vietnam
and Thailand. What’s more, China recently resumed
procurement of more domestic cotton at elevated prices
unchanged from last year, suggesting local mills may continue
to look overseas this marketing year for much of their cotton
yarn needs.

Chinese Cotton Yarn Imports Extend Growth Streak in August to a Record...
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The record August volume and the resumption of the procure-
ment mechanism provide tentative evidence that Chinese cot-
ton yarn imports may expand again this marketing year to an
unprecedented level. As the graph below demonstrates, over
the last dozen years or so trends in August shipments tend to
foreshadow trends in marketing-year cotton yarn imports.
More particularly, over the last eleven years every August-to-
August increase (decrease) in shipments preceded a similar
increase (decrease) in marketing-year imports. And all three
times that August volumes increased as much as they did last
month, marketing-year imports also increased all three times,
by an average 35.1%. Of course, it is unclear how much cot-
ton the reserve will buy this season or how long the procure-
ment will last. But speculating for a moment that there is no
major change in policy, this August volume hints that 2013/14
imports may expand to roughly 2.4 million metric tons of cot-
ton yarn, easily a record performance.

...Yielding Early Evidence that Shipments againwill Climb to a Recordin 2013/14...

3.0

+-August Imports -&-Marketing-Year Imports

Million MetricTons

ThousandMetricTons

\
|
n
1
'Y
o

N DO L) A S O O N N M B
FESFSFESESSSFTESLS
F&FFSFTFFSFFSSf TS
A" YO Y N N Y Y N N Ny

Source: ChinaCustoms [\ 118 FCStone

www.sirplusinfotech.com | 25 I




Q7 Swmews/mioteecn _______/ / / /|

Clearly, China has replaced some of its cotton spinning with
imported yarn as a result of the government maintaining a high
domestic price floor that is keeping domestic cotton prices
well above world values. If this trend lasts well into 2013/14,
Chinese cotton fabric manufacturers may knit and weave more
products made with a decreasing share of Chinese cotton.
The USDA expects cotton mill demand across the country to
remain little changed this marketing year at roughly 36.0 million
bales, a ten-year low. Assuming cotton yarn imports stretch tg
2.4 million tons (roughly 11 million bale-equivalents of cotton)|
China’s domestic share of total cotton yarn used in fabric mills
may erode for the fifth time in the last six marketing years to
approximately 77%, the lowest on record. The resumption off
the procurement plan comes as Chinese authorities prepare
to scrap the scheme in favor of subsidizing farmers with a direc
payment mechanism next year. But until then, foreign yarn
spinners appear likely to enjoy record demand and increasing|
penetration into the largest cotton yarn importer in the world in
2013/14.

—..inTurn Suggesting Chinese Spinners” Share of Cotton Yarn Use* will Tumble again

95%

90%

85%

80%

75%

Domestic Cotton's Share of Total Cotton YarnUs e

Sources: ChinaCustoms & USDA. * Cotton yarnuse = cottonmilldemand+ .
cotton yarn imports. ** FCStone forecast FCStone
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India: Foreign Demand Helps Drive Growth in Cotton
Yarn Output

Buoyed by resurgent domestic and foreign demand, Indian
spinners continue increasing cotton yarn output, contributing
to the highest domestic cotton futures prices in years. A
ravenous Chinese appetite for foreign cotton yarns is driving
impressive growth in Indian cotton yarn export registrations.
In June these registrations surged 72.7% from a year earlier
to a record 142,297 metric tons, the ninth straight double- or
triple-digit year-over-year advance. This latest reading pegs
Indian cotton yarn output over the first half of the year at 658,192
tons, 55.4% more versus the same period last year. At this
rate, we estimate that even if registrations over the remaining
six months of 2013 plunged an improbable -43.6% from the
second half of last year to an unlikely 50,540 tons per month,
full-year registrations will still rise to a record. Considering
monthly registrations have only been that low once in the last
two years, we look for 2013 registrations instead to surge to a
record. If so, Indian cotton mill demand in the new marketing
year may climb more than many currently expect, providing a
strong bullish argument for a tighter world cotton balance sheet.

Record Cotton Yarn Export Registrations Hintat Continued Growth in Yarn Spinning...

- a
——Cotton Yarn Production = Cotton Yarn Export Registrations

ThousandMetricTons
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Sources: USDA & Indian DGFT FCSI()nc
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Indeed, this bullish argument already is proving

convincing to both spot and forward markets across India,

much to the alarm of domestic apparel exporters. Arange of
spot quotes for domestic growths tracked by FCStone
continues to power higher in recent weeks to levels not
witnessed in months. Similarly, cotton futures on the Multi

Commodity Exchange of India have enjoyed an impressive
surge this year and presently stand at 20,820 rupees per bale
(170-kg), the highest in months. Certainly, other factors also

are at play, ranging from firmer ICE futures to a dramatically
weaker rupee to reports of a surge in export registrations for

cotton itself. But rapidly expanding domestic and foreign
demand for Indian cotton yarn arguably overshadows these

other issues and may power local markets even higher, as

long as this downstream appetite remains hungry.

..Contributing to Push Indian MCX Cotton Futures to the Highestin Years
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INDIAN MILL DIMAND

India: Prospects for Cotton Mill Demand following Slower Gains in Yarn

International Physical Cotton Market vs. Cotton Futures in New York

Cotlook A Index (C.F. Far Eastern Price) vs. Nearby Contract in New York Spinning
In US Cents per Pound Buoyed by stronger export demand and a weaker currency, Indian cotton yarn

production stretched higher in June, paving the way in the new marketing year for
cotton mill use to climb beyond the record volume currently anticipated. The Indian

A Index A Index New York | A lndex /) A Index /| New york Ministry of Textiles is reporting the country spun 310.6 million kilos of cotton yarn in
Far East Far East NearbyUS | New York | Far East | Nearby . : . . .
US cent/Lb > Week cent Ub spread Bace 100 | Base 100 this latest mqnth, the fifteenth str.alght expanswn‘and .the.blggesi TJune vplume on
Change = tyear | =1 year record. Voracious demand for foreign cotton yarns in China is propelling Indian cotton
yarn export registrations, great news for local spinners. Additionally, record weakness
06-Sep-13 88.35 -1.67% | 83.24 5.11 108 115 in the rupee is boosting the cost competitiveness of these dollar-denominated yarn
09-Sep-13 89.15 0.78% | 83.71 5.44 109 116 expor.ts. Along wi‘th arange of developing-market currencies, the Indiqn rupee began
10-Sep-13 89.4 1.29% | s4.85 455 109 17 a rap|q plunge thIS‘ spring in Fhe wake gf Federal Reserve comments hinting gt easing
its policy of guantitative easing, tumbling to a record-low 68.14 per dollar this week.
11-Sep-13 90 0.06% | 84.8 5.2 10 17 The combination of these two drivers is likely to push cotton yarn production for the
12-Sep-13 89.85 0.34% | 85.88 3.97 110 119 world’s second-largest spinner even higher in coming months.
13-Sep-13 90.35 1.35% 85.21 5.14 110 118 N .
Indian Cotton Yarn Output Extends Gains in June...
16-Sep-13 90.3 1.01% 85 5.3 110 118
17-Sep-13 89.95 062% | 8477 | 518 | 110 [117 330 s Crange, Previows Yaar ot Yo Progueton 30
18-Sep-13 90.3 1.75% | 85.73 4.57 110 119 320 + r 2
19-Sep-13 91.45 3.04% | 85.34 6.11 112 118 310 4 T 20
20-Sep-13 90.75 2.72% 83.33 7.42 11 115 _§ 300 15 j
23-Sep-13 90.55 1.57% | 83.14 7.41 111 115 £ 2% tio 3
il -
1-Day Change | -0.2 - 019 | - - - 8 270 Lo g
1-Day Change (%) | -0.22% | - -0.23% | - ; ; 2 260 l Ls 3
1-Week Change 0.25 - -1.86 - - - 250 { 10 =®
1-Week Change (%) 0.28% - -219% | - - - 240 | .15
4-Week Change (%) 0.78% - -2.48% | - - - 230 4 . . . . . . . . . . 1 .20
6-Month Change (%) | -3.57% | - -3.98% | - - - F &g igFgss
I-YearChange (%) | 7.67% | - 13.50% | - - - S &FF&ESITITITSELS
Source: Ministry Of Textile, Office of the Textile Commissioner, India L 118 FCStone

Source : Cotton Outlook and New York ICE
The prospect for robust growth in cotton yarn production naturally bodes well for
Indian cotton mill demand. Data during the first eleven months of the old-crop marketing
year peg cotton yarn production 14.3% more versus the corresponding period in
2011/12. This increase is comparable to the 13.9% growth implied by the latest USDA
old-crop mill use target of 22.5 million bales. As the graph below demonstrates, annual
changes over time in these two series tend to move in close step with one another. Of
interest is the last data point, showing the USDA expects Indian cotton mill demand in
the new marketing year to rise only 3.3% from 2012/13. While this increase pushes
Indian cotton use to a record 23.25 million bales, we find this target too conservative.
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...but Slower Anticipated Growth in Cotton Mill Demand in 2013/14...
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Our view is based upon the volume of cotton yarn spinners need to average to see a
comparable increase this marketing year. We estimate in order for cotton yarn output
to grow a comparable 3.3% in 2013/14, the sector needs to average 316.8 million kilos
each of the next twelve months. While this average monthly volume is higher than all
but one month on record, the rate of growth implied by this volume is decidedly slower,
as the graph below demonstrates. With the rupee set to weaken further and signs
suggesting China will remain a hungry yarn importer in coming months, we look for
2013/14 Indian cotton yarn output to grow faster than this graph indicates. If so,
forecasts for Indian cotton mill demand are likely to rise beyond the record 23.25
million bales currently anticipated, a bullish proposition for the global cotton balance
sheet.

...Suggests Gains in Cotton Yarn Output in 2013/14 also will Decelerate
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India: Weak Rupee & Strong Chinese Appetite Push Cotton Yarn Export
Registrations

The combination of a sagging currency and expanding Chinese demand is propelling|
export registrations of Indian cotton yarn, a strong indicator the country will expand its
production of cotton yarn to a record this marketing year. At 64.33, the Indian rupee
currently stands at a record low, off nearly -16% against the US dollar since May. The
currency has plunged in recent months as foreign investors pulled money out of the|
country, the economy has slowed, the current account deficit widened, and concerns
mount the Federal Reserve will soon scale back its stimulus measures. This combined|
economic weight dragging on the rupee is unlikely to relent soon, prompting fears of a
currency crisis and hinting the weakness may persist for the foreseeable future.

Record Weakness in the Indian Currency...
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Secondly, a ravenous Chinese appetite for foreign cotton yarns is helping drive
impressive growth in Indian cotton yarn export registrations. With the largest foreign
customer of Indian cotton spinners likely to import a record volume of cotton yarn this
year, India is capitalizing on this growing demand. By July the volume of cotton export
registrations surged 47.9% from a year earlier to 139,750 metric tons, second only to
the June record, the thirteenth double- or triple-digit advance in the last fifteen months.
Naturally, this trend bodes well for Indian cotton yarn spinners and is widely viewed
as a key driver behind surging MCX cotton futures. If these export registrations remain
similarly robust in coming months, Indian cotton mill consumption is likely to expand this
marketing year much more than the modest 3.3% to 23.25 million bales anticipated by
the USDA, a key bullish argument for the global balance sheet.
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...Helps Indian Cotton Yarn Export Registrations Extend Growth in July
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India: Prospects for Cotton Mill Demand following Slower Gains in Yarn
Spinning

Buoyed by stronger export demand and a weaker currency, Indian cotton yarn
production stretched higher in June, paving the way in the new marketing year for|
cotton mill use to climb beyond the record volume currently anticipated. The Indian
Ministry of Textiles is reporting the country spun 310.6 million kilos of cotton yarn in this
latest month, the fifteenth straight expansion and the biggest June volume on record.
Voracious demand for foreign cotton yarns in China is propelling Indian cotton yarn
export registrations, great news for local spinners. Additionally, record weakness in
the rupee is boosting the cost competitiveness of these dollar-denominated yarn
exports. Along with a range of developing-market currencies, the Indian rupee began
a rapid plunge this spring in the wake of Federal Reserve comments hinting at easing
its policy of quantitative easing, tumbling to a record-low 68.14 per dollar this week.
The combination of these two drivers is likely to push cotton yarn production for the
world’s second-largest spinner even higher in coming months.

Indian Cotton Yarn Output Extends Gains in June...
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The prospect for robust growth in cotton yarn production naturally bodes well for|
Indian cotton mill demand. Data during the first eleven months of the old-crop marketing|
year peg cotton yarn production 14.3% more versus the corresponding period in 2011/
12. This increase is comparable to the 13.9% growth implied by the latest USDA old-
crop mill use target of 22.5 million bales. As the graph below demonstrates, annual|
changes over time in these two series tend to move in close step with one another. Of
interest is the last data point, showing the USDA expects Indian cotton mill demand in
the new marketing year to rise only 3.3% from 2012/13. While this increase pushes|
Indian cotton use to a record 23.25 million bales, we find this target too conservative.

...but Slower Anticipated Growth in Cotton Mill Demand in 2013/14...
15 ==Cotton Yarn Output USDAMilUse
-
|
[
I(
5 10 4 /
3 ]
2 J
> ‘
3 !
=
-
o
B 5
=
ab
3 A
® N/ \
T T T V T T Ll T T 1
J
\;
-5
© A © ) ~ v s -
S S S S S ~ ~ %) =
N N ) o~ N N N ~ ~
& & & & & & ¥ §F 3
Sources: OIE&USDA. * Yarn output is marketing year-to-date; Milluse are USDA estimates

Our view is based upon the volume of cotton yarn spinners need to average to see
a comparable increase this marketing year. We estimate in order for cotton yarn
output to grow a comparable 3.3% in 2013/14, the sector needs to average 316.8
million kilos each of the next twelve months. While this average monthly volume is
higher than all but one month on record, the rate of growth implied by this volume is
decidedly slower, as the graph below demonstrates. With the rupee set to weaken
further and signs suggesting China will remain a hungry yarn importer in coming
months, we look for 2013/14 Indian cotton yarn output to grow faster than this graph
indicates. If so, forecasts for Indian cotton mill demand are likely to rise beyond the
record 23.25 million bales currently anticipated, a bullish proposition for the global
cotton balance sheet.
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INDIAN YARN MARKET TEXTILE

India: Foreign Demand Helps Drive Growth in Cotton Yarn Output

Buoyed by resurgent domestic and foreign demand, Indian spinners continue increasing acryllc fibre :- Generic name for a synthetlc fibre consisting

cotton yarn output, contributing to the highest domestic cotton futures prices in years. of at least 85% of acrylonitrile units.

A ravenous Chinese appetite for foreign cotton yarns is driving impressive growth in

Indian cotton yarn export registrations. In June these registrations surged 72.7% from bleached cotton linters :- Linters that have been bleached
a year earlier to a record 142,297 metric tons, the ninth straight double- or triple-digit o

year-over-year advance. This latest reading pegs Indian cotton yarn output over the ready for further processing

first half of the year at 658,192 tons, 55.4% more versus the same period last year.

At this rate, we estimate that even if registrations over the remaining six months of inni . ; _ inni
2013 plunged an improbable -43.6% from the second half of last year to an unlikely break spinning : An alternative name for open end spinning
50,540 tons per month, full-year registrations will still rise to a record. Considering . . .

monthly registrations have only been that low once in the last two years, we look for carded :- A yarn preparation. During the carding process raw
2013 registrations instead to surge to a record. If so, Indian cotton mill demand in the cotton is separated, opened, cleaned and made into sliver

new marketing year may climb more than many currently expect, providing a strong

bullish argument for a tighter world cotton balance sheet. . . . . .
combed :- An industrial yarn preparation. During the combing

~ process, fibres are combed to make them parallel in the sliver
gso | T ComenvamProducvon —SComeonvemSworResmrerer® [l 1w and short fibres are removed.

Record Cotton Yarn Export Registrations Hint at Continued Growth in Yarn Spinning. ..

continuous spinning :- A system of spinning in which the
fibre moves through the process without interruption, eg ring-
spinning.

ThousandMetricTons

ThousandMetricTons

: : : : : : : : cotton spinning system :- The process originally developed
Sources: USDA & indianDGFT ISE rcswone for spinning cotton, applied now also to other staple fibres.

Indeed, this bullish argument already is proving convincing to both spot and forward

markets across India, much to the alarm of domestic apparel exporters. A range of " indi i i

spot quotes for domestic growths tracked by FCStone continues to power higher in count of yarn: A n,umber mdlcatmg the mass per unit length
recent weeks to levels not witnessed in months. Similarly, cotton futures on the Multi or the Iength per unit mass of yarn

Commodity Exchange of India have enjoyed an impressive surge this year and presently

stand at 20,820 rupees per bale (170-kg), the highest in months. Certainly, other denier :- weight of a man-made fibre or yarn expressed as
factors also are at play, ranging from firmer ICE futures to a dramatically weaker . . ’

rupee to reports of a surge in export registrations for cotton itself. But rapidly expanding the weight in grams of 9,000 meters of the thread. The lower
domestic and foreign demand for Indian cotton yarn arguably overshadows these the number, the finer the thread

other issues and may power local markets even higher, as long as this downstream

appetite remains hungry. .
country damage :- Damage to cotton caused by moisture,

dust or sand affecting bales that have either been exposed to
the weather or stored on wet or contaminated ground.

...Contributing to Push Indian MCX Cotton Futures to the Highest in Years

dead cotton :- An extreme form of immature cotton, having a
thin fibre wall. Can result from disease, pest attack or a
foreshortened ripening period.
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fibre :- A cotton fibre is classified in four ways, by its

length, micronaire, strength and uniformity. (See also Plese Loging over website :

length, micronaire, strengthand uniformity). The fibre SirDluslnfotech.com
typically accounts for approximately 35 percent of the x

weight of a seed cotton, though this proportion varies. for downlod this detail

metric cotton count :- An indirect system measuring ) .

length per unit of mass, ie. The number of kilometres per 1) Pakistan spot prices

1/2 kilogramme Karachi cotton association Grade-3, ex-gin (1-1/32 ")

open-end spinning :- A process by which yarn is spun 2)  China Domestic Cotton Market
from a broken-up sliver or roving. CC Indexes in Yuan per Metric Ton and US Cents per Lb

opening :- The process of separating fibres from the 3) Cotton Import Prices in China.

pressed bale China's Foreign Cotton Index (Import Price)

4)  Pakistan Cotton Price
Spot Rate of Karachi Cotton Association (KCA)
5) Cotton Spot Price in China

polyester fibre :- Generic name for a synthetic fibre made
from polyethylene terephthalate

rayon fibre :- A man-made fibre made from regenerated Cotton 328 Grade In yuan per ton,US$/kilo and US
cellulose
cents per Ib Cash,ex-works
ring-spinning :- A system of continuous spinning of staple 6) Pakistan Spot Cotton Prices.
fibre 7) India's Cotton Prices Official spot Rate of Cotton

single Association of India (CAI) Rupees per Candy

Describes the ply of yarn. A single is the most popular ply 8) India‘s' Cf’tton Pric.es Official spot Rate of _COtton
and means , raw cotton twisted into a single thread Association of India (CAI) Rupees per Quintal
9) Cotton Yarn Prices in China India and Pakistan in

USS$ per Kilo
10) Cotton Yarn Prices Less Cotton Price In local

spun yarn :- Yarn spun from staple fibre held together by
twist.

staple :- Cotton fibre considered with regard to its length

and fineness. short staple : less than 25 mm medium staple currency terms

: 25 to 30 mm long staple : 30 to 37 mm extra long staple 11) Cotton Yarn Price Less Cotton Price in US$ per Kilo

: 37mm and above 12) Share of Raw Material Cost in Cotton Yarn Price
strength :- prices : firmness or steadiness fibre : power 13) New York Cotton Futures .
of the fibre to sustain the application of force (as applied 14)  Taiwan:Rebounding Cotton Imports Outpace Growth in
in spinning) without breaking Textile Mill Output-for now

synthetic fibres :- Fibres or filaments produced from 15) Bangladesh : Record Clothing Exports and Prospects for

polymers. Not naturally occurring. Cotton Mill Demand
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