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in March has failed. The market’s attempt to rally

has failed to gain momentum, resulting in prices
returning to the defensive. The reason can be found in
the lack of export offtake in US styles.

Much discussion is now centering around the poor state
of US export shipments. As of January 11, 2007, total
export shipments have fallen 35 per cent from a year ago
to only 3,190,976 running bales of upland cotton, and
outstanding commitments total only 2,874,618 bales,
which is down 47 per cent from the previous year.

Many of these problems have been blamed on China,
which is now taking one out of every two bales of all
exported cotton. Through November (Census Bureau
records of shipments are available only through Novem-

The recent rally in the NYBOT to the 55 cent level
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New York Futures

By Ed Jernigan, CEO of Globecot, Inc.

ber), US export shipments to China have fallen 74.7 per
cent from a year ago, which has negatively impacted US
exports. But US cotton export woes appear to be much
larger than that.

In regard to China, the US government has made no
effort to boost US cotton export shipments outside the
traditional channels. At the same time, the U.S. is spend-
ing millions to monitor and limit textile and apparel im-
ports from China. While the limitations do not seem to
have much practical effect, they have been a headache
to individual Chinese exporters and to the Chinese gov-
ernment.

US EXPORT PROBLEMS

Export shipments to the rest of the world, however,
are also experiencing much the same prob-
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Electricity generated on-site (no
limitations on ginning time).
Fuzzy seed storage.

module yard and flexible
receiving facility.

staff.

growers.

Gin with Koramba

For more information contact:
Stephen Newbery

Marketing Manager

Ph: 02 6751 1355

Fax: 02 6751 1359

Mob: 0429 774 649

Offering cotton growers a ginning
alternative in the heart of the

* Large flood-free all weather

* Progressive and experienced

* Customer orientated reporting
system for merchants and

Gin with the dedicated team -

Steve Bryan
Gin Manager
Ph: 02 6753 5250
Fax: 02 6753 5347

lems as China, suggesting much larger issues
are in play. Turkey is the second largest buyer
of US cotton, taking 1,967,436 480 pound
bales of upland cotton in 2005-06, with ac-
tual shipments through November falling 28.3
per cent.

This weakness has come at a time when
cotton consumption is rebounding. The rea-
sons appear to be, first, expectations of a
much larger domestic crop that have since
been reduced. Second, the US lost part of its
advantage through changes in the GSM-102
credit program; and third, aggressive offers
of Central Asian and Indian cotton have cap-
tured mill interest at the expense of US cotton
— both have been available at prices cheaper
than the prevailing prices for US styles.

Mexico is the third largest customer for US
cotton. Shipments through November were
down 11.7 per cent at 296,649 480-pound
bales of upland. Much of this weakness is tied
to heavy shipments before Step 2 expired and
a slight softening in domestic cotton consump-
tion. Through November, US upland ship-
ments to Indonesia have been flat; but since
that time, Indian cotton has made inroads into
the market.

So far this season, US cotton has lost sig-
nificant market share in much of the remain-
der of Asia. Through November, the largest
shipment losses occurred to Taiwan (-45.5
per cent), Thailand (-22.9 per cent), Hong
Kong (-50.8 per cent), Japan (-41.1 per cent)
and South Korea (-68.0 per cent). Indian cot-
ton has shut the US out of Pakistan in recent
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processing/markeling

months, except for ELS. This was a very important mar- | are a lot of incentives for merchants and producers to

ket in 2004-05, taking 653,075 480-pound bales of | redeem these stocks before forfeiture.

upland — purchases fell to 372,799 bales of upland in Many face a negative three cent equity upon forfeiture

2005-06. to the CCC, which could accelerate movement of the
The nearby markets’ sharp downturn in domestic cot- | Joan cotton later in the year, and any cotton forfeited

ton use has led to a 50.6 per cent drop in cotton ship- | will eventually be auctioned at world market prices by

ments to Canada, with shipments also declining to Peru, | the CCC.

Guatemala and Ecuador. The exceptions to the disap- The question is “will all this happen after the Indian,

pointing performance are Colombia, Vietnam, Brazil | Contral Asian and West African cotton has been mer-

and Venezuela. chandised”? If that is the case, world prices will have

FLAWS IN PROGRAM benefited. If not, the price competitiveness will be stiff.

Ovwerall, the removal of Step 2 Certificate has revealed | Nonetheless, the US is now a residual supplier. A
many of the flaws in the cotton program
that were designed to stimulate cotton

movement to export. These flaws existed The structure Of PrOClass is unique,

last season, but were masked by the Step 2
Certificate. The industry is now having dis- tt * ‘t rt 't t ‘t
cussions on how to address these issues. s e lng l ap a f rom l s Comp e z Ors

On the other side of the equation is the
removal of Step 2 Certificate, along with
movement of most of the 2006-07 crop
into the CCC loan. As of January 16,
13,083,212 bales remained in the loan;
and in some Memphis Territory states, over
80 per cent or more of the crop is in the
loan.

This isolation has provided a boost to
world prices. Since the expiration of the
December contract, NYBOT prices have
held near the same price level as last year

ProClass ownership is split into the following shareholder groups:

despite the lack of export sales. 40% Owned by Growers
So on one side, the removal of Step 2 40% Owned by Merchants
has supported price levels and kept US cot- 20Oyt Coite UL
ton prices from negatively reacting to the No other classing organisation can boast this structure,
lack of exports. Critics of the Step 2 pro- making ProClass a truly independent entity.
gram have gotten their increased prices, but
its removal has rendered the US a residual ProClass offers:
supplier, and could also be prolonging the > Manual Classing by professional experienced classifiers
ultimate movement of the US cotton stocks > Instrument testing using Uster HVI lines (the worlds leading HVI technology)
into the world market. The current farm = Sute O.f the arcp aSSiV.e Cf)r.lditiom..ng technology
> Reporting tailored to individual client needs
program has a 10 month loan, and there 7 Tttt wawesm el Gorn
> International Standard Laboratory ITMF, USDA & Australian BMP Standards)
> A Professional efficient service
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