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The world’s excessive dependence on sourcing entire 
supply chains from China is now causing a serious 

crisis throughout the world. This is highlighted by the fact 
that the US trade deficit in February hit 71.1 billion USD, 
with 30.3 billion USD of that total being with China. The 
deficit in goods reached a record 88.01 billion USD, and 
the year-to-date trade deficit in goods is up 68.6%. This 
comes as the US government began discussions over a 
possible boycott of the 2022 Winter Olympics in Beijing, 
and the chance of conflict between China and the US 
is heightened as China threatens Taiwan. Wall Street is 
continuing to invest record USD in Chinese stocks and 
bonds despite the companies endorsing the genocide 
in Xinjiang and Wall Street banks continue as the main 
underwriters of Chinese IPO’s. This intermixing is making 
it more and more complex for business relationships on 
both sides. For the Western brands and retailers, China’s 

boycotting and support of Xinjiang cotton is causing a 
major threat to business and investment. This confluence 
of events is creating uncertainty across the global cotton 
and textile trade given the deep integrated role of China 
and its importance in trade.
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In the US, the rapid recovery of the economy has 
resulted in a massive rebuilding of inventories, and 
what has become evident is the extent that inventory 
rebuilding is occurring with imports, led by China. US 
companies have outsourced almost every aspect of 
many businesses and products, resulting in the West 
Coast ports of Los Angeles and Long Beach reporting 
that container imports were up 45% in February and 
80% in March. This illustrates the strong demand, 
and the result is port congestion, delays, and freight 
cost up 250% or more from a year ago in shipments 
from China. In many cases, the importer or exporter 
is bidding up the rate aggressively to much higher 
levels to secure the container and a timely loading. 
The freight cost is making it simply uneconomical 
to outsource many low-margin and medium-margin 
products. Up to now, companies have viewed the 
delays and cost surge since October 2020 as more of 
a one-off event, but now that two-year contracts are 
being signed at the much higher freight rates in order 
to assure timely shipment, this view has changed. 
When a container cost goes from below 1,000 USD 
to over 5,000 USD it’s easy to see this translates to a 
real per item price increase. On top of that you have 
to add the higher trucking and other costs as pressure 
builds throughout the logistics chain. Finally, the cost 
of delays in apparel means brands and retailers can 
potentially miss a season, which is unacceptable.

The squeeze at the consumer end has also moved into 
the bulk commodity exporters as record US agriculture 
exports and China demand affect the supply of carriers. 
These events are providing a real strategic advantage 
to those regions that have a manufacturing cluster 
located near the raw material supply. These are very 
limited and vary in degrees. The ability to source the 
raw material without involving a port or container 
and manufacturing the product in one location and 
shipping to the destination now offers significant 
cost and strategic savings even with higher labor 
cost. The shipping delays and port congestion have 
caused problems in Bangladesh and other markets like 
Singapore that depend on cotton imports. Singapore 
is a major transit port. This has caused problems 
for cotton yarn exporters, especially in India, where 
shipping cost to Latin America and Central America 
have soared, reducing the profitability of the sales. 

The world’s reliance on sourcing in China has now 
caused issues for the 2021 Tokyo Summer Olympics 
and the teams participating, as well as for the upcoming 
2022 Winter Olympics. The Australian Olympic 
Committee is facing a backlash for a decision to have 
its uniforms for the Summer Olympics made in China 
by ASICS. ASICS is a multinational sportswear company 
headquartered in Japan that uses manufacturers in 
China. ASICS made headlines in China during the 
boycott of Western brands when its China office put out 
a statement that it uses Xinjiang cotton and endorses 
its use. The company in Japan said the statement was 
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unauthorized and that it does not use Xinjiang cotton. 
The reversal drew the ire of the Chinese government 
and the resignation of social media influencers. The 
company said the Australian uniforms were made 
outside of Xinjiang and did not use Xinjiang cotton. 
What makes this so sensitive for Australia is that China 
has embargoed imports of Australian cotton, barley, 
wine, and other products. It showed a high degree 
insensitivity that the committee did not request the 
uniforms be made with Australian cotton. 

Then it was revealed that the International Olympic 
Committee had a uniform contract with the Chinese 
textile group, Hengyuanxiang, which has plants in 
Xinjiang. They have a contract to supply the official 
uniforms for the Tokyo Summer Olympics and the 
Beijing Winter Olympics. The Hengyuanxiang Company 
advertises its use of Xinjiang cotton and has a host 
of Xinjiang-made products featured on e-commerce 
sites. It told the press that the uniforms were not made 
in Xinjiang or with Xinjiang cotton and provided the 
committee with a certificate of origin of the cotton 
used. It is not known who issued the certificate and if 
the uniforms had been tested for the origin of cotton. 
Slowly, all parties are becoming aware of the risk 
associated with sourcing in China and the importance 
of a verifiable and transparent supply chain.   

It has been revealed that H&M has 621 domestic 
suppliers in China that provide the company with 
apparel to its network of 500 plus stores. The effort to 
boycott the retailer is impacting those suppliers and 
putting their businesses in danger. The same is true 
for the other Western brands operating in China who 
have much of the apparel they are selling in China 
made in China, except for the top end luxury non 
apparel items. In a trade article, The Financial Times 
editorially conjectured that H&M had been singled out 
in order to influence European actions. Their thought 
was that, as a Swedish company, it avoided attacking 

a French, German, or Italian group whose trade with 
China was more important, and it would be a warning 
to those companies of the danger of not bowing to the 
will of Beijing. The FT believed it was part of an effort 
by China to influence the European legal response to 
Xinjiang. Europe is debating an extensive Extraterritorial 
Due Diligence Supply Chain bill, and the Chinese need 
German opposition to the legislation. Overriding all 
else is China’s belief that the appeal of the Chinese 
market is too great, and companies will disregard 
morals to gain access. 
      

The next level of controversy that is building rests in 
Western investment in China and, in particular, those 
publicly traded Chinese textile and apparel firms that 
have made a pledge to support Xinjiang cotton and its 
textile industry while proudly stating they use Xinjiang 
cotton. These groups have endorsed the concentration 
camps in Xinjiang, and their slave labor is clearly in 
breach of the accepted international Environmental 
Social Governance (ESG) standards, which have 
become a requirement for the leading investment banks 
and Mutual Funds. Anta Sports, a rival to Nike and 
Adidas in China, is quickly making a global footprint. 
It has an online store in the US where it sells its shoes 
and apparel. It sells NBA-endorsed products and has 
agreements with NBA stars. It has come out in support 
of Xinjiang and the use of Xinjiang cotton. It is unclear 
when the Customers and Border Protection (CBP) will 
act to demand proof its apparel and shoes are not 
made in Xinjiang or used slave labor. Its shares have 
soared, and its market cap has topped 357 billion Hong 
Kong Dollars or 45.85 billion USD in Hong Kong. The 
owners of those shares have gained 100% over the last 
year. According to public records, two of the major 
owners are Vanguard and Blackrock with over 2% 
of the company. Both are pledged to ESG standards 
but there appears to be some doubt in regard to this 
investment. Then you have Li Ning, another Chinese 
sportswear group that has seen its Hong Kong shares 
skyrocket. It has a market cap of over 132 billion 
Hong Kong dollars or nearly 17 billion USD. It also 

Australian Olympic uniforms sourced in China despite ban on 

Australian imports China TV blurring out Western brand logos
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sells NBA-endorsed products. The public record shows 
huge US Mutual Fund ownership of its shares - Fidelity, 
Vanguard, John Handcock, Wells Fargo, and others. 
We could go down a lengthy list, but when will these 
firms pull out of their investments and meet their own 
ESG standards? The links with the NBA and China have 
drawn congressional questioning as it and MLB extend 
ties in China with no objection or mention of the 
Xinjiang problem. The NBA connection with Xinjiang 
was the subject of a major New York Times feature on 
Friday. 

Major US investment banks are the underwriters for 
almost every Chinese IPO in Hong Kong or New York 
City. Chanson, a Xinjiang patisserie chain, announced 
it will launch its IPO in NY on the NASDAQ, raising 
22 million USD. The company operates 29 outlets 
in Xinjiang and has a store in New York. So far, 
no objection from NASDAQ or the US government 
concerning its Xinjiang links. The lack of clarity from 
the administration and the aggressive nature of Wall 
Street and US Funds are causing major issues and a lot 
of questions. 

Meanwhile, China is showing no signs it is changing 
its behavior. Last week, it was revealed that China had 
increased the persecution of Christians and are now 
placing them in camps and demanding they renounce 
their faith. Radio Free Asia reported that China set up 
mobile camps in an attempt to brainwash the Christians 
and were very active in Henan, which is known for its 
large number of churches. The report said they were 
tortured in a small room for ten months or more. The 
persecution of the Christian affects millions of Han 
Chinese across Eastern China and continues to not get 
the attention that the Xinjiang situation has. Outcries 
from US organizations have been limited. In relation to 
Xinjiang, it has extended its attack on Western brands 
to the point that TV censors are blotting out people on 
TV shows wearing a Western logo shirt or shoes. The 
effort drew ridicule on social media.
 
These events and the increasing geopolitical risk are 
causing companies to pause in operating in China and 
sourcing there. Politico said that for Western companies 
China has become a risky bet, and just staying in China 
comes with reputational risk and exposure to the 
caprices of the Chinese government. Kearney Foreign 
Direct Investment Confidence Index annual rating, 
just released for companies with over 500 million USD 
to invest, saw China fall from 8th to 12th place on 
their list. An alliance of 16 large institutional investor 
groups last week announced an Alliance for Human 
Rights and will focus on any company operating in 
Xinjiang. Storebrand Asset Management, a member of 
the Alliance, said it is working with H&M, Zara, Nike, 
and others. Many are pointing to the recent Deliveroo 
IPO in London that has been called the worst in the 
history of the London Stock Exchange in which the IPO 
lost billions of market value because of allegations that 
Deliveroo mistreated delivery workers and provided no 
minimum wage, sick days, etc. The underwriters were 
the major US investment banks that had made ESG 
pledges. The lack of consistent action by these groups 
is drawing criticism and illustrates their hypocrisy by 
operating in China and other such regions. 

Source, Reuters

Xinjiang Flying Tigers basketball team

Philippine coverage of a Chinese military ship warning off a 

Philippine vessel
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Against this backdrop, the tension between the US 
and China has been further extended by the US 
announcing it was considering a boycott of the 2022 
Winter Olympics and was seeking allies in the effort. 
China bluntly warned the US not to do that in a rather 
threatening way, which caused the US Congress’ 
calls for just such a boycott to become louder. China 
continued to move the world to major conflict last 
week on two fronts the South China Sea and Taiwan. 
In regard to Taiwan, China last week acted in a very 
aggressive manner, sending aircraft carriers near Taiwan 
and launching a large number of fighter jets into 
Taiwan’s air defense zone. Taiwan responded that it 
would fight to the death. Taiwan has a GDP of over 730 
billion USD, and any attack on it would have significant 
ramifications for the global economy. China’s threats 
are a sizeable drag on global confidence and outlook. 
The South China Sea has become a very dangerous 
place since China violated an international court ruling 
that dismissed its claims and the Obama administration 
did nothing. From that point, it has increased the 
building of artificial islands off reefs in areas it has 

chosen to claim based on some ancient document that 
has been ruled invalid. It has fortified these islands with 
military hardware, despite the fact that they are being 
claimed by other countries such as Japan, Vietnam, 
Philippines, Indonesia, and Malaysia. The flash point 
has become the Whitsun Reef claimed by both Vietnam 
and the Philippines. China has surrounded the reef with 
270 large ships they claim are fishing boats. However, 
satellites show no fishing or movement. The Philippine 
Defense Minister told China to get out, but they have 
not moved, and many see it as a test of the Biden 
administration that has many officials from the Obama 
team that flinched previously. The US has sent a carrier 
group to the region, which has increased the chance 
of a conflict. The US also has a defense treaty with the 
Philippines, which the US Secretary of State said last 
week the US was ready to invoke if needed. These 
conditions are impacting world trade as companies are 
forced to assume supply chain risk. The South China 
Sea lanes are busy with traffic connecting Asia with 
Europe and the US.

The rumors circulating in Chinese trade circles are 
suggesting that the NDRC is planning on releasing 

a large volume of sliding scale cotton import quotas.  
A shortage of the 2021 TRQ cotton import quota has 
made it difficult for many mills to take up imported 
cotton, which has resulted in a new buildup in bonded 
warehouse cotton stocks, with the Qingdao Port 
warehouses full following the continued arrival of 
imports. Stocks at the smaller Zhangjiagang Port are 
near 80,000 tons as well. Mills need additional quota to 
access these stocks. The sliding scale quota has higher 
duties and adds approximately 800-1000 RMB a ton to 
the cost above the TRQ quota, which is about 5.5-7.0 
cents a lb. at the current CFR prices. Spinners also need 
the quotas in order to access the increasing contracts 
that require the use of imported cotton. With Chinese 
domestic prices currently near 1450 RMB or more per 
ton premium to international values or 10 cents a lb., 
imports still work well. 

Those who argue against the release appear to be 
focused on the large supply of Xinjiang cotton being 
held outside the Reserve in Trade hands. The 2020 

Xinjiang crop just keeps moving higher as the final 
ginning is completed. 5,711,500 tons, or a record 
26.242 million bales, had been ginned as of April 7th. 
The quality is below normal, and late ginning results 
are quite poor. However, the size of the crop has not 
weighed on prices. Ginners have sold most of their 
stocks, and the cotton has moved east into Trade 
warehouses. The increase in consumption has made it 
easier for spinners to absorb, so this argument appears 
weak. Spinners need the additional quota to meet 
the requirement of the use on non-Xinjiang cotton in 
export contracts for both apparel and fabric. The US 
CBP ban on the use of Xinjiang cotton in fabrics cut 
and sewn in other countries is a major development 
and has increased the demand for imported cotton in a 
sizeable way. The CBP has the technology to test any 
apparel or textile import to identify the origin of the 
cotton used. 

Some trade houses and mill groups have begun to 
inquire for May-August shipment in expectation of the 
release of the additional sliding scale quotas. These 
quotas will play a major role in summer cotton trade.

RUMORS OF IMPENDING LARGE SLIDING SCALE IMPORT 
QUOTAS CONTINUE TO CIRCULATE IN CHINA
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US export sales in the week ending April 1st 
reached an impressive 269,900 running bales 

of upland and 7,500 of Pima. Total US export sales 
are near 16 million bales, exceeding the USDA March 
export target of 15.5 million bales that was raised to 
15.75 MB in April. In recent years, the US averaged 
over 1.5 million bales of sales above shipments, but 
every season is different. This season has been all 
about nearby shipments, and the carryover in sales 
over shipments will likely be much smaller. There are 
17 weeks remaining in the season so additional sales of 
1.7-3.0 million bales are possible. Mills are not covered, 
and the focus remains on nearby shipment, which will 
continue due to port congestion and shipment delays. 
The driver is the fact that US styles are still competitive 
and the recent collapse in ICE futures and its bizarre 
behavior, along with cheap CFR basis levels induced by 
an invert. These have kept the cotton selling. Average 
sales of only 100,000 bales a week means a carryover 
of 2.5 MB, and 200,000 bales means carryover of only 
800,000 bales. As we have said, the invert, cheap basis, 
and now the behavior of ICE has raised the possibility 
of the US being committed on most all bales when the 
season ends.     

Cotton consumption is robust and increasing. However, 
mill confidence is low amid the second and third 
waves of the Covid Virus, US/China tense relations, and 
China’s extremely aggressive behavior against Hong 
Kong, in the South China Sea, and against Taiwan.  
Brazil’s well sold position has kept its basis firm to 
steady, and this has helped make US styles attractive. 
The record discount of Indian cotton for a period 
forced some business to Indian, but that has waned 
and presently the US is more attractive than Indian and 
African Franc Zone if the desired grade is still offered. 
 
US 2021/2022 new crop CFR basis levels are appearing 
near the same levels as old crop.  E/MOT GC 31-3-
36 offers are in circulation for 1200 points On March 
for January-March shipment, and earlier shipments 
for November and December are near 1250 points 
on Dec. The E/MOT Middling 1 1/8 is offered at 1150 
points on March for January-March and also on Dec for 
November and December, which is near the basis for 
most Brazilian M 1 1/8 offers for October-December. 
These levels are higher than the Cotlook Middling 1 
1/8 style at 950 on May, which is lower than many 
merchant offers.

US EXPORT SALES REACH 16 MILLION BALES  
WITH 17 WEEKS LEFT IN 2020/2021
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Bangladesh’s apparel exporters have received an 
increased flow of orders thanks to companies 

switching some orders from Myanmar and China. 
March apparel exports reached 2.46 billion USD and 
are expected to increase throughout the summer. 
Bangladesh exporters are also having to come to 
grips with the dangers of using Chinese fabric when 
exporting to the US. CBP has held up some shipments 
before seeing proof that the cotton used in the Chinese 
fabric in the Bangladesh apparel was not from Xinjiang. 
Bangladesh has a deficit in consumption of cotton yarn, 
fabric, and domestic production, and it has met that 
deficit with imports from India and China. Indian cotton 
fabric export data shows increased sales to Bangladesh 

as buyers move away from China. After the recent 
embargo of products moving into the US, expect the 
switch to accelerate. Domestic cotton yarn prices have 
been firm over the past 30 days as international yarn 
prices declined due to the robust level of demand for 
domestic yarn and fabric.

Under these conditions, cotton demand is robust, 
shortages have increased due to shipping delays, and 
port congestion in country and in the transit port of 
Singapore. Last week Bangladesh purchased African 
Franc Zone styles and other growths. The new risk of 
using Chinese fabric without verifiable supply links 
should stimulated new investment in the Bangladesh 
knitting and weaving sector. The country has 800-
825 weaving and knitting mills and need additional 
investment, especially in the higher-end fabrics. The 
room for expansion is near a doubling of current 
capacity, and, of course, this has major ramifications for 
cotton use. The country is believed to have the capacity 
to expand cotton use to over 11 million bales under 
current spindles. 

Cotton use and imports are expected to reach new 
records in 2021/2022. The situation in Myanmar is 
growing worse by the day, and at least 30% of those 
orders are moving if not a much larger volume. 
Bangladesh is a major beneficiary since its labor rates 
are competitive and because it offers a much better 
overall supply chain. 

Brazil has been rapidly moving the 2019/2020 and 
2020/2021 crops to export, reducing its stocks 

burden. March export shipments were brisk at 222,000 
tons or 1,019,979 bales. This reflected much heavier 
shipments than the 140,700 tons a year ago and was 
close to February shipments of 235,000 tons. For all the 
logistical issues, the cotton trade and Santos Port has 
performed well, moving such volume, 95% of which 
has gone through one port. Total July 20th to March 
21st shipments reached 2.0 MMT or 9.189 million bales. 
Shipments are expected to remain heavy through June, 
and the heavy shipments explain the tightness in old 
crop stocks. Adding to the tightness is a lack of selling 
interest from growers as the Real/USD exchange rate 
nears its record lows.

BANGLADESH COTTON USE EXPANDS AS ORDERS INCREASE

BRAZILIAN COTTON VERY POPULAR IN CHINA AS EXPORT 
SHIPMENTS CONTINUE BRISK
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 The top destination has been China. In March it took 
57,661 tons and in February 51,555 tons. In both 
February and March, the same five countries were the 
top export destinations – China, Bangladesh, Vietnam, 
Pakistan, Turkey, and Indonesia. Brazilian styles have 
become very popular in 2020 and 2021 in Bangladesh 
and have reduced the market share of African Franc 
Zone styles whose basis levels were at lofty levels for 
some time, giving Brazilian exporters an opportunity. 

CONAB lowered its 2020/2021 crop estimate slightly 
to 2,493,000 tons or 11.456 million bales, which is also 
identical to private estimates. At this stage, the rains 
have continued in northern Mato Grosso with more rain 
needed in the south. Bahia yields look good as well. 
However, a high-pressure system is now likely to turn 
conditions hot and dry, which may raise concerns. After 
last week, drier conditions are also expected in Mato 
Grosso, which is the start of the normal withdrawal of 
the rains. The new crop CFR basis remains firm, and no 
one is pressuring levels to extend sales. 

The US Agriculture Attaché estimated the 2021/2022 

crop at 13.23 million bales based on planted acreage 
of 1.6 million hectares. Brazilian corn prices climbed 
to more than 7.00 USD a bushel last week, and old 
crop stocks are extremely tight. Such prices may yet 
influence 2021/2022 acreage.

Last week West Texas was hot, dry, and windy, with 
highs at one point reaching the upper 80s. The 

attention is now focused on a longer-range forecast 
for April 14th- 20th, which is calling for a major cold 
front to bring above normal rainfall to the entire region, 
including the western plains. As we move closer to May, 
rainfall becomes very important. Unless the drought 
breaks, this will have a major impact on US harvested 
acreage and production. Late Friday, the new seven-day 
forecast showed the rains arriving in much of West Texas 

in days 5-7. Any rainfall will be welcome. Significant 
rains will trigger early planting and a crop that will 
emerge, which will change the dynamics to a focus on 
harvested yield. 

In the Far West, the normal snow accumulation season 
has ended, with the season tying for the third driest 
year on record. The State of California and the Biden 
administration continue to give environmental needs, 
which allows water to flow out to sea, priority over 
agriculture. Lake Shasta is at 65% of capacity and Lake 
Orville is at 55%, but still farmers are denied water, a 
national disgrace. Some estimates have near a million 
acres of very productive agriculture land being idled 
due to the failed policies of the state and current 
administration. This will have a serious impact on Pima 
production and reduce upland to nominal levels.

The lack of state and federal leadership for the California 
agriculture industry is shocking, and it is a national food 
security issue that has increased US imports of vegetables 
and fruits. In direct contrast, the UAE, which is almost 
all desert, is expanding its irrigation of the desert and 
domestic food production for national security. As the 
US allows the 50 billion USD agriculture industry of 
California to shrink and crops lost, China continues to 

ATTENTION IN WEST TEXAS FOCUSES ON  
POSSIBLE RAINFALL APRIL 14-20
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Making farmers lives better with a more equitable supply chain 

WHY COTTON? 
Comes from Nature, Returns to Nature  

expand agriculture production in Xinjiang with similar 
water problems. US Pima and tomatoes stand out. 
Ironically, Xinjiang is home to 100% of China ELS and 
it is an important exporter of tomato paste. Still, no 
discussion is evident concerning a plan or an altering 
of environmental water rights over that of food. At one 
point, California produced 1.6 million acres of Acala 

upland, which was the top-quality upland cotton in the 
world, but this year it will plant a mere 25,000 acres 
or less and may soon plan none. That should have 
been the wakeup call. Now, the high-value nut groves 
that replaced cotton are in danger of being lost, yet 
Washington and Sacramento are quiet.

The weather has remained dry across the eastern 
cotton belt, and water continues to run into many 

dams, improving water prospects for the 2022 crops. 
Cotton is continuing to open, and defoliation started. 
Thus, additional rain would be a problem. The FOB 
basis levels have remained weak and so has the CFR 
basis, as China continues to shun Australian cotton as 
part of their attempt to intimidate the country. Chinese 
weavers and knitters are suffering, and garment quality is 
likely to suffer as rains denied the US of a large portion 
of the color grades needed to replace the Australian. 
The US Mid-South and Southeast produces a large block 
of cotton that matches Australian thanks to the new 
Deltapine seeds. However, the issue is the color grades 
due to the rains. Despite the 2020 rains, a sizeable 
amount of Middling, high strength, 38-39-40 staple length 
was produced that Chinese mills have used. ELS spinners 

need the Australian for the Strict Middling, and better 
color grades are popular for blending with Pima. 

The lack of Chinese demand has left merchants with a 
long basis position that continues to impact both the 
FOB and CFR basis levels. The slow take up by the other 
spinning centers highlights the extent to which China 
has invested in the higher-count yarn production with 
very limited capacity in many other markets. Pakistan, 
Bangladesh, Vietnam, Turkey, and others need to 
extend their higher count yarn production through new 
investment. February cotton exports reached 22,831 tons, 
which reflected new demand. The main markets were 
Turkey, Vietnam, Indonesia, and India. August-February 
exports have reached 118,237 tons.
 
The CFR basis level for a SM 1 5/32 has weakened 

AUSTRALIAN BASIS LEVELS REMAIN UNDERPRICED  
AS CHINA CONTINUES TO SHUN AUSTRALIAN COTTON 
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to 1275 points On May in the most aggressive offers, 
with other offers extending up to 1550 points On July. 
At the same time, the FOB basis remains soft for any 
unsold grower cotton at 250-275 points On July with a 
cash price of 540-550 AD a bale. The most interest in 

grower selling is in the 2022 crop where the cash price 
is also at 540-550 AD a bale on a weak basis. The USDA 
lowered the 2021 crop 100,000 to 2.5 million bales. The 
US Agriculture Attaché has placed the 2022 crop at 3.9 
million bales.

The USDA raised world trade to 45.48 million bales 
which reflected an increase of 935,000 bales and 

is now the second highest on record. The record 
was 47.630 MB in 2012/2013. This is a much better 
measurement than stocks, for it shows the level of actual 
demand and indicates the clear availability of stocks, 
which in several countries are phantom stocks existing 
only on paper. Imports were raised for China by 750,000 
bales to 11.750 million bales. Bangladesh imports were 
raised 200,000 bales to 7.4 MB, and Pakistan imports 
were raised 100,000 bales to a new record of 5.3 MB. 
The main reduction was 150,000 bales in Indonesia. On 
the export front, the increased imports are expected to 
come from Brazil, 500,000 bales, USA 250,000 bales, and 
Egypt 125,000 bales. Small increases in exports were 
noted from Mexico, Central Asia, and African Franc 
Zone. US ending stocks were reduced by 300,000 bales 
and world by 1.128 million bales. 

The last couple of weeks were a period that 
undermined the confidence of mill buyers, as ICE 

futures behaved irrationally, and China/US relations 
entered uncharted territory. The renewed Covid outbreak 
via new variants is causing major problems for recovery 

in many areas. Our concerns are not just for the impact 
on consumption improvement, but also the increased 
toll on human lives. Brazil, the second largest cotton 
exporter, is experiencing a crisis as the number of deaths 
continues to rise and the virus shows no signs of being 

USDA WASDE CONTINUES TO INCREASE GLOBAL TRADE

GLOBAL COTTON PRICES REBOUND AS  
MILL BUYING REMAINS TIMID
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under control. It is also the largest consumption market 
in Latin America. Argentina has been hard hit as well. 
In India, new outbreaks are threatening the recovery, 
and some nightly curfews have been put in place, while 
Bangladesh started new lockdowns. Pakistan has seen 
a surge resulting in new restrictions, and Turkey is also 
reporting a surge and its hospitals are filling up. The 
second and third wave has slowed new orders from 
Europe where it continues to cause lockdowns. Italy 
last week reported its highest number of deaths of 2021. 
Despite these conditions, order books are generally 
good. The move to ban Xinjiang cotton continues to 
drive order flow into other regions and the need to 
switch orders from Myanmar, where the attacks on 
civilians have expanded and logistics and commerce 
have been affected. The increase in freight cost and 
logistics delays are adding to sourcing pattern changes 
that are benefiting many of the large cotton-consuming 
markets.

Chinese cotton prices are steady as are ZCE cotton 
futures with no major movements. The sharp retreat 
in cotton prices is welcomed by the downstream 
supply chain. Yarn spinners and grey fabric mills now 
must reduce prices before new sales can be digested 
downstream. The drop in futures also affected the bullish 
sentiment that accelerated throughout the supply chain. 
With that has come a sharp slowdown in new cotton 
procurement as everyone manages the price cuts and 
attempts to balance inventories. This correction impacted 

cotton yarn trade in both domestic and imported. Tighter 
credit conditions are noted, and domestic yarn sales 
require 100% cash in most cases, which has hurt offtake. 
Import purchases can be made with a deposit, giving 
buyers leverage. Importers report an increase in defaults 
by domestic buyers of high-priced imported yarn 
contracts. The defaults appear with the smaller buyers, 
and the larger buyers are seeking to reduce the price. 
Mills with export contracts need the release of the sliding 
scale quotas, which we discussed earlier. 

Rapid rolling out of the May contract has reduced its 
Open Interest, with Dec now having the largest Open 
Interest. The Dec/May briefly moved to some carry, and 
July/Dec narrowed until the late week recovery. The 
close in May above the cluster of outside range days 
suggests we may have made a low that should hold. 
The overall cotton price is very competitive and can be 
absorbed in the supply chain without disruption, which 
is very positive for consumption. We expect we are 
now seeing the formation of a range, for old crop US 
& Brazilian supplies are tight and mills are not covered. 
Stocks will be extremely tight into the summer. New 
crop attention will be on West Texas and the possibility 
of rain. If it occurs, it will be great for the West Texas 
industry. Prices should hold the old lows as near 75 
cents Dec has major value. Spinners should use any 
break to cover all needs for August-December. Some 
merchants are already preparing to hold off on offers of 
US until December and January because of the tightness. 
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