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Overview

A Current and recent past market situation
A Supply, Demand, and Stocks

I U.S.

I Global
A 2018 Price Outlook

A Should | Get Back into Cotton?
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Recent Past Cotton Economic Factors

A Declining Demand

AHigh Stocks i World and China
A High stocks were not as influential on price because the majority was
held in China and the market knew that most of that was not going into
the world pipeline. | t w astecks&@hnpariapolisy that was
Important, not the actual stocks number.

A Declining US Acreage and Production

AU.S. Prices 50-70 cents
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The Current Dynamics of the Cotton Market

A Demand is Improving

A Competition with synthetic fibers has improved dramatically
A China polyester production/environmental concerns

A China stocks have been reduced
A 2 years of very good government reserve sales
A Global stocks are down

A Emergence of additional export markets

A US has gained market share

INSTITUTE OF AGRICULTURE

EEEEEEEEEEEEEEEEEEEEEEEE



United States: Cotton (Upland) % E.:E.:mﬁﬁf

This product was prepaned by the
US0A Office of the Chief Ecomomist
World Agrcutural Outinok Board
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2T% = percent each state
contributed, on average,
. Major Crop Area i to national production.
States not numbered
|| Minor Crop Area contributed < 1%.
Cation crog calendar for most of the Uribed Stajes
* Major areas combined account for 75% of the total PLaAT
national production. E@_l
* Major and minor areas combined account for 99% o ol ey | 2m [ 2 T h"'ﬂ:": P
of the total national production.
* Major and minor areas and state production percentages e T e e e P e 4 = calendar

are derived from NASS survey data from 2010 to 2014,
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U.S. Planted and Harvested Acres and MYA Price-Z000
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U.S Upland Cotton Yield, 198017
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2018 Acreage

A Cotton prices are more attractive relative to corn and
soybeans in the recent past é.

I Is there sufficient harvest capacity?

A Machinery compliment has changed over the past five years.
I New = high capital recovery cost
I Used = lower harvest efficiency? Higher variable costs?

I Ginning capacity?
Als transportation and infrastructure sufficient regionally?

A 2018 planted acreage 12.5 -13.5 million acres?

I 91% harvested to planted and 870 Ibs/acre
I 20.6 to 22.3 million bales?
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2014 2015 2016 2017 Jan Changel6-17
Planted and Harvested Acres & Yield

Planted(Million Acres) 11.04 8.58 10.07 12.61 2.54

HarvestedMillion Acres) 9.35 8.07 9.51 11.35 1.84
C U.S.Yield (Ibs/acre) 838 766 867 899 32

Supply (Million Bales)
U) Beg. Stocks 2.35 3.65 3.8 2.75 -1.05
D Production 16.32 12.89 17.17 21.26 4.09
> Total Supply 18.68 16.57 20.98 24.02 3.04
Use & Ending Stocks (Million Bales)

Domestic 3.58 3.45 3.25 3.35 0.1
é Exports 11.25 9.15 14.92 14.8 -0.12
> Total Use 14.82 12.6 18.17 18.15 -0.02
m U.S. Ending Stocks 3.65 3.8 2.75 2.95

Foreign Stocks 108.09 91.55 84.89 82.09 -2.8
U Chinese Stocks 66.92 58.2 48.42 39.77 -8.65
|'|'| Price and Stocks to Use Ratio

U.S.Avg. Price($/Ib) $0.613 $0.612 $0.68 $0.67%$0.71 $0.010

Chinese Stocks/Use 197% 166% 129% 99% -29.70%
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Upland Cotton Export Sales, Week 26 (Jan 25),-2013
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GLOBAL SUPPLY AND DEMAND
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Global Cotton Acres Harvested, 260®1 7
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World Cotton Yields by Country(lbs/acre)

10 Year Difference
Country 2006 Yield Average 2017/18 Yield from 10 Year
Yield Average

Australia 1,749 1,762 2,023 261
Brazil 1,243 1,297 1,378 80
China 1,159 1,270 1,523 253
India 476 470 477 7
Pakistan 573 606 634 29
United States 814 826 899 73
World 688 684 709 25
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Global Cotton Production, 20a8)17
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Global per Capita Consumption, 262017
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Global Cotton Ending Stocks, 2eAG1 7
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World Cotton Production, Consumption, and Ending Stocks,-2008

140

7
@120

G
100
80
60
40
20

Millions of 480 |Ib B

EBEnding Stocks == «Production e==Consumption

UrEXTENSION

Real. Life. Solutions. INSTITUTE OF AGRICU

THE UNIVERSITY OF TENNESSEE




Days on Hand

Cotton Global Days on Hand [Ending Stocks/(Consumption/365)],

2006-2017
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U.S. Share of Global Cotton Exports, 1960-2017
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China Cotton Production and Consumption, 2Q08.7
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2017/18 Exports bZountry (million 2017/18 Imports byCountry (million
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PRICE
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A FE Index versus Asian Polyester Price, 2017/18
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Daily Nearby Futures Close
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Tennessee Price Ratios for Spring Row Crops, 2006-2017
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What to Watch in 2018

Old Crop

A Export sales
I Pace
I Outstanding sales versus shipments
I USDA marketing year revisions

I USD weakness

A US ending stocks

I Price and export sales?
A On-call sales vs. purchases
A Southern hemisphere crop

New Crop
A U.S. planted/harvested acres

A Chinese and Indian
acreage/production

A Trade negotiations
T NAFTA and Bi-lateral/Multi-lateral

A Increasing demand and global
economic growth

A USD/exchange rates
A Cotton prices compared to synthetics
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Capital Recovery and Other Considerations, plus Long Term Price Expectations

SHOULD | GET BACK INTO COTTON?
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