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US May apparel imports reached 6.143 billion USD, 
which reflected a 132% increase from a year 

ago. In volume terms, imports increased by 140.6% from 
a year ago. Cotton apparel accounted for 3.137 billion 
USD, and in volume terms imports increased 223.6%, 
giving cotton a market share of 51%. The dark days of 
2019 do not seem that long ago. In that period, cotton 
was under assault from a wave of false myths that 
allowed one major fashion sustainability group to herald 
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polyester as the most sustainable fiber. In the second 
half of 2019. cotton’s market share was under assault. 
In August that year it dropped to only 35.46% of the 
volume of imports and 40.3% of the value. Cotton was 
down sharply from the 2018 market share in volume 
terms of 41.46%. This proved to be the turning point 
and bottom in market share as the global consumer 
began to become aware of the environmental damage 
from man-made fibers. Research began to be released 
exposing the extent of the damage done by microfiber 
pollution and the link of polyester to plastic. Soon 
after, the hypocrisy and untruths of some of the groups 
promoting polyester as the most sustainable fiber were 
exposed and debunked. As the evidence mounted of the 
environmental crisis that was unfolding, a change in the 
attitude of the major brands and retailers began to occur. 
The Covid crisis of 2020 delayed the clarity of the turning 
point that is now clear. In value terms May cotton 
apparel imports market share was over 10 percentage 
points above the level of August 2019.

When we first started discussing the development of 
a tipping point in the fiber wars, we were told it was 
impossible. After all, Fast Fashion was at its peak and 
throw away apparel was the feature of the day. Fast 
Fashion is still important, but cotton is even expanding 
share in the top-end of that market. Much work remains 
to be done as many of this segment’s retailers’ offerings 
remain dominated by fossil-based apparel. Emerging 
research is telling us that the pandemic has changed 
consumer attitudes. As we all know, it changed a lot of 
things. Everyone is now very aware of the importance 
of the environment we live in and just how fragile it 
is. Research from Nordstrom’s, the upscale US retailer, 
revealed that the consumer is emerging from the 
pandemic bored with what is now a nearly two-year-
old wardrobe. They also feel their clothing is outdated 
and feel they have been stuck in a style. Other research 
is showing that the consumer now plans to dress 
comfortably the rest of his life. These conditions have 
made denim the red-hot item and it is all about natural 
fibers. Electric cars are the rage as all the major brands 
commit to a total switch, and in that has come a full 
attack on fossil fuels. For cotton, the environmental 
damage done by the petrochemical complex and 
production of cheap throwaway plastic has made its 
argument. Polyester has the same raw material as the 
plastic water bottle, which is littering every beach and 
filling landfills. Neither it nor the polyester golf shirt ever 
biodegrades, and they release microfibers into water and 
land until burned. Groundbreaking new technologies 
are bringing the performance of cotton ever closer to the 
lab-made polyester in sports and active wear.
 
The growth in demand is evident across all the regions 
that remained focused on cotton and did not move 
aggressively into man-made fibers. Bangladesh’s 
industry, which is focused on cotton, has not followed 
the calls of some to switch to man-made fibers, and the 
result is booming apparel exports that in June reached 
2.9 billion USD and for the fiscal year ending in June 
hit 31.5 billion USD. Order books are full and being 
extended, and cotton import demand is brisk. India’s 
overall exports in the first quarter hit an all-time record 
of 95 billion USD, with cotton yarn, fabric, and made-up 
exports in June up over 57% from a year ago. Pakistan’s 
cotton use is also increasing as order books hold near 
capacity with a surge in demand from the US. Turkey’s 
cotton consumption hit a record and is still expanding 
with new growth to the US. Turkey’s 2021/2022 
consumption will breach 8 million bales for the first time, 
and it is now increasingly a preferred sourcing location 
for Europe. The weakest markets are those that moved 
into synthetics – Thailand, Indonesia and others. In the 
last 45 days we have seen increased use in these markets 
as operations turned back to cotton. The Xinjiang ban is 
further creating demand across the main export regions, 
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while increased consumer preference for cotton in China 
has boosted domestic consumption. 

Total US textile and apparel imports in May reached 
7.489 billion SME in volume, an increase of 111.5%, 
with textiles accounting for 5.209 billion SME in volume 
led by continued fabric import demand. The absence 
of US fabric production capacity remains a significant 
problem as fabric imports in May increased 157.1% in 
volume. Cotton apparel demand, as we discussed, was 
robust, reaching 3.137 billion USD, with the largest 
supplier being Vietnam which shipped 537 million USD, 
overshadowing China’s 397.5 million USD and placing it 
as the third largest supplier. Bangladesh was the second 
largest supplier at 444.3 million, and the CAFTA region 
came in fourth at an impressive 388.1 million USD. 
The other key suppliers were India 293.1 million USD, 
Pakistan 170.5 million USD, Indonesia 160.5 million USD, 
Mexico 154.0 million USD, and Cambodia 124.2 million 
USD. Overall, US apparel imports from Sri Lanka are 
soaring, increasing 349% in May at 142.8 million USD, of 
which 64.6 million USD was cotton apparel. 

The increasing cotton apparel demand in the US is being 
met from Vietnam, Bangladesh, CAFTA, India, Cambodia, 
Indonesia, Pakistan, and Mexico, while China’s market 
share is falling. At the current pace CAFTA, suppliers 
may overtake the volume shipped from China for the 
first time, which means a major rebound in US cotton 
consumption and an important boost for US spinners. US 
is also increasingly turning to Peru where it is increasing 
ELS cotton consumption. Year to date, Peru has exported 
143.5 million USD of cotton apparel to the US, exceeding 
Haiti. Turkey is the new booming sourcing option for 
US brands and retailers, shipping more than 110 million 
USD of cotton apparel through May. 

Cotton still has considerable work to do in textiles, 
which is dominated by man-made fibers. Many of the 
major product categories have been totally ceded to 
man-made fiber, which is a critical failure. New research 
and development make these areas potential growth 
engines. Every polyester textile has the same issue, its 
environmental damage and the fact that it will leach 
microfibers and never biodegrade. In PPE, the use of 
single use man-made fibers products has created serious 
environmental damage as these products are found 
littered everywhere and end up filling landfills. It is 
time for innovation to replace as many as possible with 
cotton. Before you start saying that cotton will not work 
in these products, review the potential: January-April US 
imports of PPE that reached 8.637 billion USD with 4.93 
billion met by China. That means a market that equals 
37.5% the size of the US apparel market is abandoned by 
cotton. 

Overall, the gains in cotton apparel’s market share, 
when adjusted for the same occurrence in the other 
major markets, means large gains in consumption. 
Most importantly, these gains are driven by consumer 
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preference and environmental concerns, not price. This 
represents a much more solid footing for continued 
growth and also marks an end to the increase of 
polyester’s market share driven by extremely cheap 
prices. Today, cotton has gained rapid market share in 
China despite its premiums to polyester of over 65 cents 

a lb. and more than 7 cents a lb. premium to Viscose 
fiber. When the price of cotton is factored into a quality 
apparel item, its premium to polyester impacts the final 
price in a very small way, the exception being the 3-4 
USD throwaway product still pushed by such fashion 
groups as Shein.

Haiti, our extremely 
poor neighbor to the 

south, is in chaos, and 
Washington appears to 
continue to do little other 
than promise aid or calm 
the situation. The country 
has been in chaos for 
some time, but conditions 
have turned worse after 
President Jovenel Moïse 
and his wife, the First Lady, 
were shot in their home 
and the President killed. Gangs are increasingly ruling 
the streets and creating extremely volatile conditions. It 
has been shocking the lack of attention from Washington 
in recent years to the blight of this former French colony. 
The country plays a major role in US textile and apparel 

imports, with imports in 
2019 of 993.292 million 
USD, all duty free. The 
country is focused on cut/
sew operations driven 
by cheap labor and the 
duty-free access to the 
US. The average textile 
worker is paid only 100-
125 USD or less a month. 
The treatment and wages 
of workers are attempted 
to be protected in the 

Hope II trade agreement terms, but it is really quite 
ineffective. US Imports in 2020 dipped to 763.1 million 
USD, but January-May imports were up 42% to 376.715 
million USD. When the attempt to provide Haiti trade 
benefits began, the use of US fabric was part of the 
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agreement. However, that is gone under Hope II, and US 
exports of fabric in the January-May period were only 
13.086 million USD as Chinese and other Asian fabrics 
dominated the industry.

Regarding cotton, the amount of cotton products 
imported has fallen to only 162 million USD in the 
January-May period. Most of the major cut/sew 
operations operate in the Sonapi Industrial Park near 
Port-Au-Prince. The transit time from Haiti’s main port 
to Port Everglades in Florida is only three days. Another 
important center of operations is the Caracol Industrial 

Park in the north, which has drawn sizeable foreign 
investment. Exports to the US reached a record in 2019 
and appeared to have been on track to repeat that 
in 2021 unless the new unrest causes serious issues. 
The two major cut/sew centers are near the two main 
ports, so disruptions to shipment should be limited. 
The question will be the ability of workers to operate 
normally. The close proximity to the US market remains 
a significant advantage for the operations. The greatest 
liability is the lack of real US or International support to 
restore order to the country.

Cotton harvest continues to expand in Bahia, and 
yields have proven to be better than the earlier 

estimates. In its July estimates, CONAB placed the 
average yield at 1,885 kilograms a hectare or a very 
impressive 8.657 bales per hectare. The cotton belt in 
western Bahia is a region that has long been compared 
to Australia where the crop is grown in a mixture of 
dryland and irrigation. After earlier issues, the arrival 
of new seed technology, and improved growing 
practices, the crop has shown great leaps in yield 
and quality. Today Bahia produces the longest staple 
upland in Brazil, with 1 5/32 common and a sizeable 
portion coming in longer. Color grades continue to be 
dominated by middling as harvest practices and ginning 
limits the volume reaching Strict Middling. The crop 
enjoys robust demand from spinners. CONAB placed 
the crop at 507,500 tons or 2,331,708 bales, which is 
slightly below some private estimates that forecast 
production reaching 520,363 tons or 2.390 million bales. 
The balance of the Matopiba region was forecast by 
CONAB to produce 62,000 tons or 284,859 bales. The 
main factor limiting a rapid large-scale expansion in 
cotton acreage is the lack of access to any northern 
export port. All cotton has to be exported through 
Santos, which is expensive and for growers outside 

of Bahia cost prohibitive. The region badly needs 
infrastructure and that includes roads. When they call 
it a frontier it lives up to its name. The development 
of the northern grain ports has not included container 
ports or service. In addition, major road or rail 
infrastructure will be needed from the region to any 
port. The production potential of the region, however, 
means it’s likely just a matter of time.

CONAB placed total Brazil 2021 cotton production at 
2,342,400 tons or 10.762 million bales, which was a 
slight 25,000-tons increase from the previous report. 
Mato Grosso production was placed at 1,608,400 
tons or 7,389,794 bales. CONAB raised domestic 
consumption by 25,000 tons to 715,000 tons or 3.285 
million bales while reducing export shipments to 
2,006,000 tons. 

June cotton export shipments reached 100,600 tons, up 
sharply from the 56,700 tons shipped a year earlier. July 
2020 to June 2021 shipments reached a record of over 
2.4 MMT or 11.026 million bales. The main destinations 
in June were Turkey, Vietnam, Bangladesh, China, and 
Indonesia. The harvest, for now, is focused on Bahia 
and in Mato Grosso confined to the first crop areas in 
the north. The second crop remains late, and concerns 
remain regarding the impact of the frost we discussed 
last week. Bahia and Goias are now about 20% picked. 
The ESALQ index of a 41-4-35 remains firm at 93.50 - 
95.00 cents. The Real/USD exchange rate has weakened 
back to 5.26.

The overall 2021 Brazilian CFR basis remains quite firm, 
with a larger volume of different qualities offered. The 
only weakness is occurring in the SLM 1 1/8 category 
that competes with US styles in many important 

COTTON HARVEST EXPANDING IN BRAZIL WITH  
BAHIA YIELDS IMPROVING



JULY 12, 2021 JERNIGANGLOBAL.COM  ISSUE NO. 1131

6

markets. Offering levels for January-March have fallen 
to 950 On March and discount for 5 leaf.  The standard 
Middling 1 1/8 for October-December shipment runs 

from 1175 to 1250 On Dec, and SM 37 offers are noted 
at 1375 points On. 

The start of China’s Reserve auctions of stocks in 
cotton provided a stimulus to the local Chinese 

market last week as demand proved strong for the 
old crop stock offering. China’s Reserve stock levels 
are believed to be near 2,700,000 tons or 12.4 million 
bales, and of that total approximately 1.5 million tons 
are believed to be old crop stocks, approximately 
1.25 MMT of 2012/2013 and the balance 2011/2012 
crops. The balance is thought to be imported cotton 
dominated by US 2019/2020 and 2020/2021 crops 
and some Brazilian. The Reserve began to auction 
2011/2012 and 2012/2013 crops last week, offering 
just less than 10,000 tons daily with 100% of all 
cotton that was offered sold, with most dominated 
by 2012/2013 crop and a few lots of 2011/2012. The 
Reserve has stated it will offer 600,000 tons in this 
series, and if that occurs then old crop stocks will drop 
sharply. This leaves the question of how much of the 
remaining stocks are of spinnable quality, especially 
the 2011/2012 crop. It should also be noted that in that 
period the Reserve purchased most of the domestic 
crop, and there were issues with the quality delivered 

as no market forces were at play and ginners were only 
concerned about the volume. Last year from July 1st to 
September 30th the Reserve sold 504,000 tons, and in 
2019 it sold 1.162 MMT in the May 5th to September 
30th time period. 

The demand at last week’s auctions was much stronger 
than you would have expected. On Monday, the 
average price paid was 16,400 RMB a ton or 114.98 
cents a lb. When adjusted for quality this was equal to 
17,718 RMB or 124.25 cents for the standard T328B, 
while the Cash Cotton Index on that day was 117.09. 
This suggested that the quality of the remaining old 
crop 2020/2021 stocks is lower than implied by simply 
the grade. The average price did move higher as the 
week progressed but then moderated due to the price 
level. A total of 47,782.4 tons sold for the week, and 
the price ranged from 16,331 to 16,455 RMB a ton 
or 114.40-115.27 cents a lb. When these prices are 
adjusted for quality to the 328 base grade, the range 
was equal to 17,703 to 17, 802 RMB a ton or 124.01-
124.71 cents a lb., which reflected a premium to cash 

CHINA’S RESERVE AUCTIONS DRAW ROBUST DEMAND
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prices. Many took this to suggest the quality of old crop 
2020 is low and that spinning issues were not reflected 
in just the base grade specs.  
 Cash cotton and yarn prices also moved higher last 
week, with the gains in the 100% cotton carded and 
combed yarns in the 32s and 40s impressive at about 
112.75 USD a ton. China’s ELS domestic cotton prices 
have moved sharply higher as the shortage of stocks 
increased and the market faces another small domestic 
crop. The price of the top grade T137 hit 187.59 cents 
and T237 178.34 cents. These are the highest prices 
since 2015 but still at a discount to US Pima by a 
sizeable margin after being adjusted for VAT and import 
tax. The Cash Cotton Index ended the week at 116.81 
cents a lb., which was a 1.5-cent-a-lb. gain for the 
week. The ZCE September futures contract closed the 
week at 16,305 RMB a ton or 115.42 cents a lb., which 
reflected a .89-cents-a-lb. gain for the week.            

The man-made fiber futures complex experienced 
a volatile week. The complex was led higher by 
speculative buying as crude oil advanced. The most 
extensive gains occurred in the two key raw materials 
MEG and PTA. Despite the coming online of new 
capacity, PTA futures have been in a major bull market, 
with the lead September contract posting gains of 
18.15% since June 8th. That all ended on July 7th 
when prices reversed and collapsed, and by the end 
of the July 8th session it had lost 8% from the highs. 

MEG followed with losses of 4.6% after forming a 
double top. These gains had fueled a rally in polyester 
staple fiber futures and also in cash prices. The lead 
September PSF futures reached a high of 7600 RMB 
a ton or 53.24 cents a lb. before reversing and falling 
5.4%. Cash polyester fiber prices peaked below 52 
cents. The boost overall to polyester prices appeared 
linked in addition to the speculative buying to a pickup 
in demand for velvet fabrics in home textiles, warp 
knitting yarns, and circular knitting yarns that has now 
subsided. The Viscose fiber market, which has been 
in a bear market, also showed signs of life last week 
after falling to a low of 12,300 RMB a ton after prices 
recovered to 12,500 to 13,000 RMB a ton. The market 
has been burdened by an unsold inventory of yarn as 
demand was centered on 100% cotton and cotton/poly 
blends. 

The expansion in capacity that we discussed several 
weeks ago is occurring, with new capacity now 
operating in the fabric mill sector. Increased knit fabric 
production in particular has been noted. The operating 
rates of some fabric mills have declined but remain 
above the levels of recent years. The government move 
to reduce emissions in the Wujiang has impacted some 
mills, and power cuts have been noted in Haining. 
In yarn, the high count yarn sector is enjoying robust 
demand and high operating rates. 

The CFR import market 
has become inverted 

as premiums are being 
demanded and paid for 
prompt shipment and for 
third quarter shipments. 
At the same time, the CFR 
basis levels for the first 
and second quarter 2022 
remain quite competitive, 
lead by US, African Franc 
Zone, and Australian 
styles. Last week was a 
period of strong demand while ICE futures behaved 
in a bizarre and lackluster manner and while export 
trade was robust. Bangladesh remained a market where 
demand for all shipment periods was noted. Inventories 
are tight, and the ability to find African Franc Zone old 
crop for prompt shipment has become very difficult. 

This has resulted in sales 
of Indian at premium 
prices. Bangladesh has 
also purchased US styles 
and Brazilian new crop 
2021/2022. Bangladesh 
order books are full, and it 
needs to build inventories 
that have been reduced 
by shipping delays and 
port congestion. Even the 
robust apparel exports 
are impacted, with the 

industry seeking government aid in getting shipping 
companies to start direct routes from Chittagong port 
to the US and Europe. African Franc Zone shortages 
for third quarter are likely to increase demand for any 
styles able to meet the shipping time frame, which may 
increase Indian exports. 

ANOTHER WEEK OF ROBUST DEMAND AS ALL IMPORT 
MARKETS ACTIVE
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Pakistan is experiencing a very strong import market. 
An increasing number of mills are bidding for the new 
crop as it is ginned, with prices last week reaching 
101.33 to 104.77 US cents a lb. At this level, imports are 
the first choice based on availability. US recaps sold in 
active volume along with new crop, with E/MOT SLM 
1 1/8 and longer very popular through May shipments. 
African Franc Zone new crop also sold along with 
Tanzanian middling. Argentine cotton sold in volume 
at firm basis levels. ELS cotton was in demand, with 
Central Asian and Sudan Barakat selling. Egypt is just 
not available, and US Pima premiums are increasing. 
Vietnam was active, taking up US recaps and new crop, 
African Franc Zone, Brazilian, and Australian. Thailand 
was an active buyer of Australian premium and low 
mike lots. Indonesia also bought Australian.   

Chinese mills increased offtake of cotton from the 
bonded warehouses. Some concern surfaced over 
delays in import shipments caused by a last-minute 
PLA Navy exercise July 4-18, which caused rerouting of 
ships moving through the Bohai Strait. This will impact 
Shanghai, Dalian, Tianjin, and Qingdao ports.

There is no letup in the surge in shipping cost, with 
the Drewry World Container Index of the 8 key routes 
increasing another 4.7% last week to yet another new 
record of 8,796 USD per 40-ft. container. The Shanghai 
to LA route soared 5% to a new record of 9,631 USD, 
the Shanghai to Genoa rate gained 7% to 12,620 USD, 
and Shanghai to Rotterdam gained 5% to 12,785 USD. 
US outbound LA to Shanghai gained 3% to 1,326 USD. 

INDIAN MONSOON DELAYS RAISE CONCERN AS  
STRESS EXPANDS

The 2021 monsoon remained stalled, leaving Gujarat 
and the Northern Zone dry. Since June 1st, rainfall 

in the main cotton area of Gujarat, Sarurashtra, is 53% 
below normal. The early planted cotton crop is under 
serious stress, and as of July 5th 1.650 million hectares 
had been planted in the state. Indications are that 2021 
acreage will expand up to 10% as the level of cotton 
prices move growers to cotton. The forecast is for the 
monsoon to turn active, with rains moving into Gujarat 

and eastern Rajasthan on July 10th and expanding. This 
forecast is crucial, with another delay meaning losses 
for the cotton already planted and a very late crop. 
The monsoon is expected to continue strong across the 
central and southern belt, while rainfall in Maharashtra 
has been above normal. Growers are also expanding 
acreage in other areas.

Domestic cotton prices continued to move higher 
last week, with the S-6 price reaching a new high of 
53,100 Rupees per candy or 90.50 cents a lb. Increased 
sales of CCI stocks were noted last week even as the 
floor selling prices were raised. CCI unsold stocks 
are rapidly falling, and the delayed monsoon in the 
north has raised concern over the crop. The US Ag 
attaché lowered Indian ending stocks for 2020/2021 
and 2021/2022 in the latest review, but still has stocks 
overestimated. 
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Over 1.2 million bales of cotton production have 
been impacted by the excessive rains that continue 

to hit southern Texas. After a dry start, the region has 
experienced excessive rains all season, which continue. 
Last week, both the Rio Grande Valley and the Coastal 
Bend (both Lower & Upper) experienced heavy rainfall, 
with 4-5 inches common and up to 12 inches or more 
in some areas. Flash flooding was reported, and water 
was again standing in cotton fields. The area is finally 
expected to clear out and experience a dry week, with 
dry weather and heat returning over the weekend. 
This will be quite welcome, but it is unclear how the 
excessive moisture will impact the final crop or how 
much acreage has been lost to the patches of flooding. 
West Texas, after a wet weekend, turned hot and dry 
and will be mostly dry this week, allowing for the crop 
to get the needed heat units. 

The northern Delta and most of the Mid-South cotton 
belt are expected to see additional rains over the next 
week, with many areas welcoming a period of hot dry 
weather with the crop late and behind. West Tennessee, 

however, needs rain, and this system may provide it. 
Out west, the heat wave continues to cause serious 
stress for the Arizona crop and the region’s Pima crop. 
106-114 F highs are occurring, with nighttime lows 
only in the 80s, which is causing plant stress and boll 
shedding. 

SOUTH TEXAS AND COASTAL BEND’S CROP EXPERIENCES 
EXCESSIVE RAINS
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The story of Shein has made the headlines as it floods 
the US with cheap throwaway apparel, undercutting 

all other retailers as it exploits the 800 USD duty free 
loophole and uses the subsidized postage rates. Tik 
Tok named Shein to its Hall of Fame as the number 

one shopping App with over 2.5 billion views. China 
announced that its cross-border e-commerce trade in 
2020 soared 31.1% to 1.69 trillion RMB or a remarkable 
251.205 billion USD. Then, in the first quarter of 2021, 
it posted an additional 46.5% growth to 419.5 billion 
RMB or 64.837 billion USD. This highlights the booming 
practice of Chinese companies establishing store 
sites on Amazon, Alibaba, and other platforms. The 
government is supporting this industry and aiding in the 
establishment of cross-border e-commerce warehouses 
to aid in the distribution. 1800 cross border warehouses 
are reported to now be operating. The government is 
helping in the establishment of these distribution points 
and also creating sourcing clusters for them.

These groups exploit export tax exceptions, subsidized 
international postage rates, and import loopholes to 
undercut domestic suppliers. In the US, these companies 
do not even have to identify what country is the source 
of the product. A labeling bill has been introduced in 
Congress but is being opposed by Amazon. Despite the 
size of these operations, no US effort is being made to 
halt their expansion. 

The French government announced a probe into 
several major apparel brands and retailers for their 

possible involvement in crimes against humanity tied to 
sourcing apparel in Xinjiang. The list includes several 
key Fast Fashion brands and also includes SMCP, which 
is owned by the Chinese textile group Shandong Ruyi. 
The move has caused great unease about the supply 
chains. It was announced Friday in the US that 34 
additional firms were added to the financial blacklist, 
which included 14 Chinese firms of which 10 were tied 
to Xinjiang abuses. This follows the extension of the 
ban on imports from Xinjiang to some solar products. 
This latest blacklisting and China’s recent policy against 
Chinese tech firms that have listed or are planning to list 
on US stock exchanges have raised the level of hostility. 

China crackdown against Didi the day after it just 
raised 4.4 billion USD in a US IPO sent the share price 
collapsing, costing US investors billions and triggering 
US anger. China’s action appeared much broader and 
linked to national security, thus Chinese companies were 
discouraged from going public on US exchanges as 
China views this as a security risk.
 
The decision in Europe against sourcing in Xinjiang 
has broader implications for textile trade since Chinese 
exporters have boosted shipments from Xinjiang to 
Europe as the US ban has expanded. The French 
problem follows moves in some EU local parliaments to 
address the Xinjiang human rights abuses. 

CHINA’S E-COMMERCE TRADE IS A MAJOR THREAT  
AS IT EXPANDS

ADDITIONAL BANS AGAINST COMPANIES LINKED TO  
XINJIANG ANNOUNCED
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It was a dull week for ICE futures with the volume 
remaining very light as the Speculative Funds remained 

limited in their volumes. On Tuesday, the week began 
with large gains that took Dec to a high of 88.89 before 
prices retreated back within the range to end the session 
with meager 43 point gains. Hedge selling was noted 
as prices advance as additional African Franc Zone 
selling tenders were noted. However, the bulk of the 
retreat was tied to HFT and Algo selling when the grain 
market collapsed, along with crude oil. Corn tumbled 
the 40-cent limit and moved 10 cents lower synthetically. 
Price action the rest of the week was very dull, with 
Dec ending the week with a gain of 74 points closing 
at 87.71. Overall, the spec paper was absent for the 

most part in any volume, with the market again well 
supported from very brisk export offtake across all non-
Chinese markets. US styles remained popular both in old 
crop and new crop, and African Franc Zone again sold 
in volume for both third and fourth quarter shipment. 
Brazilian also sold, with increasing interest in 2022 crop. 
Other styles also sold, with tightness expanding for the 
third quarter as supplies are committed. Pakistan and 
Indian domestic prices moved higher, with both hitting 
new highs and with the Indian S-6 ex-gin ending the 
week at 90.50 cents, while Pakistan new crop is selling 
above 100 cents. Adding to the maintenance of demand 
was an additional gain in yarn prices, which is helping 
the cotton price gains to be managed. 

Crop concerns remain, but it is now a waiting game for 
the US crop, which needs sunshine and heat to catch 
up and for the impact of the very difficult growing 
conditions in Xinjiang. The Brazil second crop harvest 
in Mato Grosso has yet to begin, and the yield remains 
difficult to judge. In Bahia, yields are higher than once 
expected, but growing conditions there were good. 
The monsoon is late in India and expected to improve 
this week. In general, these conditions mean no selling 
pressure from origin, with the Trade unable to build new 
longs. The exception is the Australian 2021 and 2022 
crops where the CFR basis for 2021 crop has improved 
but remains a bargain, and the 2022 crop basis is very 
weak as positive expectations for the crop increase as 
water supplies improve. 

The 2020/2021 season is coming to an end with only 
4.3 weeks remaining for additional export sales 

and shipments, yet despite the pending deadline 15 
countries purchased dwindling inventories of US cotton 
for immediate shipment, with new sales of a net 52,100 
running bales of upland and 5,400 of Pima. Mills need 
cotton, and US old crop recaps continue to sell, with 
Pakistan the largest at 25,000 bales. The US has now 
sold 17,381,714 480-lb. bales for 2020/2021. US export 
shipments reached a combined 314,000 running bales, 
with total shipments at just over 15 million 480-lb. bales. 
The USDA target of 16.4 million bales appears in reach 
or could be exceeded, which would suggest the US will 

have over a million bales of carryover sales as 2021/2022 
begins. 2021/2022 sales were brisk at 177,000 running 
bales, and the main buyers were Pakistan, Turkey, 
CAFTA, Indonesia, and China. CAFTA mills purchased a 
healthy 33,500 running bales. 42,900 running bales were 
sold for 2022/2023 shipment. 

US CFR basis levels remain firm with the only weakness 
occurring in the long staple SLM or 41 color grades 
for January and forward shipments. Aggressive offers 
of these styles are stimulating mill offtake in Pakistan, 
Turkey, and other markets. Increased competition is also 
being noted from Brazilian offers for the same period.

US EXPORT SALES SHOW BROAD DEMAND ACROSS  
ALL MARKETS

ICE FUTURES END THE WEEK WITH SMALL GAINS FOLLOWING 
BRISK EXPORT DEMAND
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Against this backdrop, we continue to expect prices to 
move higher. A firm close above 88 should stimulate 
Speculative Fund buying in Dec, and any setbacks 
toward 84 will likely be well supported. The 2022/2023 
crop futures remain very attractive for spinners. Unfixed 
On Call purchases for the 2021/2022 season increased 
an additional 236,700 bales in the week ending July 2nd, 
which adds to the underpinning support for any price 
decline. The greatest risk to the price structure rests 
in any new US/China trade tensions as the US presses 
China on human rights and its aggressive actions, and 

any subsequent countermoves by China. The issue of the 
unfilled second year of the US/China trade deal remains 
unresolved. Putting aside these issues, China’s smaller 
Xinjiang crop and increasing spinning and fabric capacity 
now coming online suggest larger import demand. At 
this stage, whichever growth is the focus of purchases, it 
will have a significant ripple effect on prices and trade. 
The volume of the growing demand is such that the 
removal of US, Brazilian, or African Franc Zone supplies 
will be felt quickly in the other growths.         
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