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One of the major concerns when the 2020/2021 
season got underway was how India’s CCI would 

be able to manage its record stocks and at the same 
time procure the 2021 crops at even a higher MSP. In 
September, when the season began, the Indian S-6 1 
1/8 ex-gin yard price was near 61 US cents a lb., while 
ICE futures were near 64 cents. Since that time India’s 
domestic cotton prices have moved steadily higher as 
ICE futures. Last week, the spot price of an S-6 1 1/8 
climbed to over 75 cents a lb., and ICE futures moved 
above 80 cents. The cash price for an S-6 1 1/8 ex 
gin ended Friday at 75.84 cents, which is the highest 
level of the season. The basis has widened slightly, but 
India’s CCI has done what was thought impossible, 
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selling more than nine million 170-kg bales of its 
2018/2019 and 2019/2020 stocks at steadily raising 
prices. Additional volume sales occurred last week.  It 
sold an estimated 1.2 million bales from December 
23rd to January 5th with 928,700 bales of those sales 
occurring January 2-6. It also procured 8.06 million 
bales of the 2020/2021 crop as of January 6th and some 
sales estimated to be at 970,000 bales or more.  The 
ability to move such volume into mill and international 
trade hands is remarkable, and our congratulations go 
out to the CCI management. The main negative impact 
has been felt by merchants that have been operating 
from an increasingly long basis position that has kept 
the CFR basis weak. Indian was the cheapest cotton in 
the world in September, and it is still today. 

The rally in ICE futures and the movement in cash 
prices to over 75 cents have also changed the dynamics 
of trade. Daily new crop arrivals in the five-day period 
ending January 7th reached approximately 1.250 
million bales. The CCI has only purchased approximately 
150,000, leaving the balance to move into private ginners’ 
and traders’ hands. This suggests the cash price and the 
MSP is now near parity and that the crop will now flow 
into Trade hands unless the cash price drops. This also 
increases the Trade long position in Indian cotton.

The discount of Indian prices has created a sizeable 
advantage for the Indian export merchants, Indian 
spinners, and Indian cotton yarn exporters. In October, 
India exported 89,963 tons of cotton compared to only 
19,552 tons the year before. August-October exports 
reached 223,984 tons with the largest markets being 
Bangladesh, China, Vietnam, and Indonesia. October 
cotton yarn exports reached 85,439 tons, up 9.7% 
YOY. Indian cotton yarns continue to move into China 
where it remains underpriced compared to domestically 
produced yarns. Domestic cotton consumption is now 

near pre-virus levels, and orders are increasing. Since 
August, Indian exports have reported a sharp increase 
in orders and have also sold all inventories, leaving the 
pipeline empty and order books full. A sharp increase 
in cotton textiles and apparel were noted from Europe, 
the US, and Australia. Domestic cotton consumption 
in India will likely hit a record in 2020/2021 and 
continue to expand into 2021/2022. The USDA and the 
US attaché to India continue to change consumption 
estimates monthly, but they are quite inaccurate. The 
USDA also continues to overestimate Indian stocks by a 
very wide margin and somehow seems unable to ever 
correct them. This has caused Indian prices to reach a 
more depressed price level than justified.

The Cotton Association of India has released its latest 
supply and demand estimates in which they raised 
2020/2021 beginning stocks by 1.75 million bales due 
to a one-time adjustment in stocks. The crop was raised 
250,000 bales to 35.850 million bales. Consumption was 
left unchanged with an estimate of 33 million bales and 
exports at 5.4 million bales. Ending stocks were placed 
at 11.350 million 170-kilogram bales.   

The size of the Trade long position in CCI stocks is 
not clear, but international merchants are believed 
to hold volume for sale. The basis on CCI 2019/2020 
crop Middling 1 5/32 from some merchants is only 
50-100 points on CFR Asia, which puts this cotton at a 
significant price advantage over Brazilian. A Brazilian 
Middling 1 5/32 is offered at 900 points on, so, with 
the eight cents or more discounts, we have heard of 
Chinese mills turning to Indian instead of Brazil on 
some purchases. The discount to a US Middling 1 5/32 
type offer is 11 cents or more. These discounts should 
see Chinese, Vietnamese, Bangladeshi, and Indonesian 
mills switch to these styles. The size of the discount 
could slow US export momentum for now. Actually, 
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the volume of cotton that has moved from CCI to Trade 
hands and the discount of Indian prices may weigh on 
the market in the short-term in both the price and CFR 
basis.

November US textile and apparel import data has 
been released and it shows several important 

trends. The volume of imports increased by 28.8% 
to 6.825 billion SME, but the value of those imports 
only rose 1.5% to 7.841 billion USD. First, the growth 
in volume is being driven by lower value textile 
imports, and second, contrary to the media and Wall 
Street’s misinformation, China has cut prices more than 
offsetting any tariff cost. The number one supplier in 
November was China, with the volume of imports at 
3.479 billion SME or nearly 51% came from China, and 
the value of those imports increased only 3% despite 
a growth of 38.6% in volume. Textiles accounted for 
4.820 billion SME or 70.6% of all imports, as the US 

expands outsourcing in all yarns and fabrics, led by 
PPE fabrics. Within textiles, it is fabrics for PPE that 
are accounting for the growth with fabric imports up 
62.5%. The top fabric supplier remains China. Apparel 
imports increased 9.5% in volume to 2.004 billion SME. 
However, the value fell 4.7% to 5.282 billion USD. 
China was again the top supplier. In volume it shipped 
778.701 million SME for growth of 14.9%, but the value 
fell 8.3% to 1.274 billion USD. The bottom line is US 
retailers and brands continue with China as their key 
supplier.
 

US APPAREL RESTOCKING BEGAN IN NOVEMBER; 
OUTSOURCING OF TEXTILES EXPANDS
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Cotton’s market share was maintained. However, wool 
continued to suffer, but other natural fiber imports 
increased. Cotton apparel imports posted 9.33% growth 
in volume, reaching 852.3 million SME while the value 
fell slightly by 2.47% to 2.621 billion USD. Despite the 
Xinjiang issues, US brands and retailers still have China 
as their number one source of cotton apparel. Cotton’s 
market share is falling, reaching 24% in November 
as compared to 38.84% in all apparel. The volume of 

cotton apparel imports in November increased 16.17% 
from a year ago to 205.172 million SME but declined 
9.35% in value to 418.991 million USD. The volume of 
imports was down sharply from 2017 and 2018 levels. 

The second largest supplier to the US in November 
was Vietnam followed by Bangladesh, CAFTA, India, 
and Pakistan. The volume of all apparel imports from 
Vietnam grew by 24.4% in November, Pakistan 24.1%, 
and 24.3% in value, illustrating non-discounting, and 
India increased 11.1%. Bangladesh was overall the third 
largest apparel supplier, but November import volume 
only grew 1.8%. Mexico continues to lose market share, 
falling to a share of less than 3% in cotton apparel.
 

Otexa now calculated PPE import data and the first 
release was through October, which showed shocking 
imports of 16.583 billion USD for January-October, 
which reflected over 400% growth. The ramifications 
for PPE pollution are mindboggling. Face mask imports 
were 44.7% of all imports and disposable apparel 
23.4%. This data, combined with the fabric import 
data for the US PPE production, shows a national 
security crisis as well as threatening the health of every 
American. 
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January 2021 may be 
remembered for the 

Big Wet. It’s summer in 
Australia, and rains are 
usually rare but not in 
2021. A rather wet pattern 
of storms continued last 
week across much of 
the cotton belt. The first 
cyclone of the season 
moved inland in northeast 
Queensland at Karomba. 
Heavy rains, winds, and 
hail were reported from the border regions of New 
South Wales down to Forbes and Young. 2mm-25 mm 
was recorded on January 4th, followed by heavier 
rains of up to 36 mm the next day. Queensland was 
mostly dry on the 4th but received 24 mm at Biloela 
and a few scattered showers elsewhere on the 5th. 
January 6th brought only isolated showers. Rains again 
expanded the rest of the week focused on Queensland 
and the very northeast section of the NSW cotton belt. 
On January 7th, rains in the northern part of NE NSW 
ranged from 2 mm to 21 mm, while heavier amounts 
fell in Queensland. The area from Emerald to Clermont 
reported 1 mm-49 mm while the Darling Downs 
recorded 26mm-49 mm. NSW was mostly dry Friday 
except for more isolated rains over the Pindari Dam. 
In Queensland, the Beardy Junction region received 
25 mm, and the eastern Darling Downs reported from 
2mm to 25 mm, while St George received 22 mm. The 
outlook into next week was for most of the cotton 
belt to be dry with rains focused on northeastern 
Queensland.

The areas of Queensland, where the major water 
projects are proposed but nothing done, are again 
flowing with water, with the Burdekin Dam at 140% 

of capacity. It is expected 
that the flow out to sea 
soon will equal that of 
Sydney Harbor every 
24 hours. The Bradfield 
Scheme remains tied 
up in the hands of 
ineffective politicians. The 
scheme would end the 
water drama for eastern 
Australia.
        .
The Australian CFR Asia 

export basis for the 2021 crop is continuing to hold 
steady. The SM 38 type is offered at 1700 points on 
May, which is only a slight premium to a US GS 31-3-
38 offered at 1600 points on March. Strict Middling 37 
is the standard grade, and it is offered at 1650 points 
on May while a Middling 38 is offered at 1600 points 
on. Cash prices for the 2021 crop moved higher last 
week as ICE rallied, but a stronger Australian Dollar 
by mid-week hurt cash levels which peaked near 575 
AD a bale for 2021 crop. The 2022 and 2023 crops 
remained just above 500 AD a bale, providing no real 
selling opportunity. The Australian Dollar reached over 
78 US cents. It has been in a major bull market since 
the US election when the US Dollar came under selling 
pressure and Funds started flowing into the Chinese 
RMB. The trade war with China has had no impact on 
the Australian Dollar exchange rate. The strength in the 
AD has had a major impact on local FOB cotton prices. 
ICE futures rallied over 7 cents since the election. 
However, the cash price for the 2021 crops rose only 
15-25 AD a bale, while the 2021 and 2022 crops lost 
value.  

The 2021 crop looks on track to produce 2.3 million 
bales, with the recent rains providing real benefit.   

Water flowing again, New South Wales Water flowing, Northern New South Wales

AUSTRALIAN CROP OUTLOOK EXPANDS AS RAINS CONTINUE
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The Wuhan Virus’ global economic damage is simply 
hard to imagine. The GDP of the United Kingdom 

in 2019 was 2.9 trillion USD with a fashion industry that 
was estimated to have a turnover of 159 billion USD. 
The value of apparel retail sales and the contribution 
from the fashion Industry is estimated to have fallen 
30% in 2020, and it could be larger after the Christmas 
lockdown. The country’s economy has taken two 
significant hits – the virus and Brexit. Last week, the 
PM ordered a third lockdown for most of the country 
that will last seven weeks, meaning about two months 
of 2021 sales will be lost. The government announced 
a host of financial aid packages that are increasing 
government debt, but still a large percentage of the 
small-to-medium sized businesses are expected to close 
their doors. The stay-at-home orders and Brexit have 
caused a collapse in London office rentals. No office 
workers in the office towers means no one is spending 
in the local shops. The Brexit is estimated to have cost 
over 200 billion British pounds. Add the cost of the 
Wuhan Virus and you have a serious impact on the 
economy. Many feel the recovery at best will take until 
late 2022.
 
For global apparel exporters, the UK has been the 
highest per capita consumers of apparel in the world. It 
is questionable if that title will remain when the country 
emerges from the economic recession, and Brexit adds 
new drama to all estimates. Consumer spending on 
apparel in 2019 was estimated at 82.69 billion USD, 
impressive considering the UK has only 67 million 
people. This small island spent the equivalent of nearly 

3.5 months of US spending on apparel in 2019. Thus, 
a 30% drop in spending will be experienced by all 
exporters to the UK. 

New bankruptcies in retail are expected after the 
lockdown, and it’s unclear how some areas will ever 
recover. The country is in crisis. On Friday, the London 
mayor declared a “major Incident,” which is a national 
crisis that will cause serious harm and deaths, as the 
spread of the virus accelerated in the nine million 
population of greater London. He forecast the hospitals 
would be overwhelmed in a few days. It was also 
reported that ambulance drivers were told not to bring 
people to hospitals in conditions beyond recovery. 

UNITED KINGDOM’S ONCE MIGHTY DOMESTIC APPAREL 
MARKET SHAKEN TO ITS CORE
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As of January 5th, the average rainfall in Mato 
Grosso was only 15.2 inches, which was down 

60% from last year and half of normal. The forecast 
rains have again been delayed until January 10th and 
will still be below normal. These conditions are raising 
concerns for soybean, corn, and cotton yields. The bull 
market in corn has some growers leaving their options 
open if rains does come. Global cotton prices have 
rallied since December 1st, but growers have not sold 

large volumes. On the BBM, only 24,388 tons of the 
2019/2020 crop was sold from December 1st to January 
5th, and only 11,208 tons of 2020/2021 crop, while 
forward sales of 2021/2022 crop were the heaviest 
at 36,700 tons. Those slow sales occurred despite an 
FOB basis Sao Paulo of 400 on March for 2019/2020 
and 400 on Dec for 2020/2021 crops. That is a large 
premium over the domestic spot price which is heavily 
discounted to ICE. An additional 12,914 tons of sales 
were registered on the BBM on the 6th and 7th when 
ICE moved above 80 cents. However, it was divided 
between current crop 2019/2020 and the next crop 
2021/2022, while only 330 tons was sold for 2020/2021, 
the reason being weather and a very bullish corn 
outlook.
 
December export shipments from Brazil reached a 
record, as had been expected, of nearly 370,000 tons 
or about 1.7 million bales. July–December export 
shipments are a record 1,290,000 tons or 5.927 million 
bales. 

Merchant’s catalogs are now full of Brazilian 2020 
crop offers in a wide mix of grades. Their catalogs 
range from mostly SLM 1 1/8 all the way to a Middling 

BRAZILIAN GROWERS IN NO RUSH TO SELL 2021 CROP  
AS WEATHER CONCERNS CONTINUE AND CORN PRICES  
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Plus 38 staple. The average basis is near 975 points 
on March for the Middling Plus 38, 900 on for the 
Middling. Strict Middling 1 5/32 is offered at 905 to 
1050 points on March. Middling Plus 1 5/32 offers are 
at 875 to 1025 points on March, and Middling 1 5/32 
is at 825-950 points on March. Middling Plus 1 1/8 is 
at 825 to 900 points on March, and Middling is 790 to 
850 points on. A Light Spotted Middling 37 is at 800 on, 
and a 36 staple is at 750 points on. SLM 37 is offered at 
770 points on, and a 36 staple is 700 points on. Those 
offers are at large premiums to Indian but a discount to 
US styles. New crop 2021 offers are about 100 points 
higher in basis terms on Dec. Active sales were noted 
to most markets last week.  

As the US and 
European retail 

sector continues to face 
increased shutdowns as 
the Wuhan Virus rages 
across the regions, China’s 
retail market remains 
quite robust. The Ministry 
of Commerce reported 
that retail sales during 
the three-day New Year’s 
holiday rose 6.2% YOY. 
Sales at Hainan Duty 
Free Zone soared 213%, 
and national sales of 
apparel posted a 22.8% gain. This provided a boost of 
confidence to the wholesale textile markets last week 
where cash cotton yarn prices posted gains of 300-
700 RMB a ton, with the strongest gains in the 40, 50, 
and 60 count yarns. Cash polyester staple fiber moved 
higher, reaching nearly 43 cents a lb. as Viscose fiber 
also posted gains. Cash cotton prices moved higher too, 
with the China Cash Cotton Index over 106 US cents 
a lb., which is an average price with cash prices of up 
to 112.00 cents being paid. The expiring January ZCE 
cotton contract on January 7th closed at 108.18 cents. 

ZCE cotton and man-made fiber futures all experienced 
a bullish week and closed strong on Friday. The 
ZCE contract made new highs and ended the week 
at 15,480 RMB, or 108.53 cents, on the May contract. 
This, however, reflected the lower end of the range 

of cash prices, and as 
we discussed some time 
ago, the lower quality of 
the 2020 Xinjiang crop 
would likely cause the 
futures to lag cash prices 
as the lower quality lots 
are certificated. This is 
occurring with the basis 
for handpicked Xinjiang 
at about 800 RMB or 
more on the ZCE, and the 
Middling 1 1/8 top grades 
are at 1000 RMB on May. 
A top-grade Xinjiang 29 

will cost 116 cents for spinners compared to a Brazilian 

CHINA TEXTILE MARKET RAW MATERIAL PRICES ADVANCE 
FOLLOWING RED HOT NEW YEAR HOLIDAY SALES
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Last week was chaotic around the world with the US 
at the center. Just when we all hoped and prayed 

2021 would bring a bit of calm, it brought more chaos, 
and the outlook is that more is on the way as a shift 
to a more Socialist administration appears to be on the 
horizon. Robinhood is the electronic equity trading 
platform that offers free commissions and allows small 
traders to buy partial shares, known as the Vegas 
for stock trading. Its success and record number of 
customers means as a group it is very powerful and has 

the ability to move markets. Last week, in its daily brief 
research, it called 2021 the Year of the EV, or electric 
vehicle. Their report carried such weight that shares 
of Tesla soared to a new record. By mid-day Friday, it 
had reached a record high of over 882 USD a share, 
giving it a market cap of more than 835 billion USD. 
What makes this noteworthy is fact that at this point 
it had gained over 150 billion USD in value last week 

Middling 1 1/8 under the 1% quota which can be 
landed at 100 cents after VAT and Tax. For sliding scale 
import quotas, the price is very close to the same. 
Cash yarn prices and the ZCE cotton yarn contract 
also posted gains. PTA futures, one of the key raw 
materials for much of the polyester staple fiber, soared 
and closed at new highs for the move. Polyester cash 
prices ended the week at near 43 cents, and the futures 
posted new highs and are at a premium with the May 
contract closing at 6,824 RMB a ton or 47.85 cents a lb. 
The cash price of PET chips also posted sharp gains 
after the New Year holiday. 
    
Many spinners kept operating through the New Year 
holiday due to the brisk level of demand. Spinners 
reported good orders on hand, and strong demand for 
home textiles for the annual Spring Festival. Regional 
governments provided support to the industry and retail 
sectors, and there was increased grey fabric demand in 
the Yangtze River region. The 2020/2021 winter season 
in China has seen record cold temps that have helped 
boost demand for coats and other winter apparel at 
retail. 

December cotton yarn imports are expected to near 
200,000 tons, with good demand noted for Pakistan 
and Indian yarns. Demand has been such that stocks 
at ports are tight, and Pakistan 26s count yarns are 
in very short supply. Pakistan 8s-16s yarns have 
experienced very healthy orders. Both Indian and 
Pakistani exporters are now requiring 1-2-month 
advance booking and a full deposit to avoid the risk 
of default.  Moreover, it has been noted that European 
and Japanese firms are now requesting that mills use 
imported yarns in their products, which has added to 
the demand for Indian, Pakistani, and Vietnamese yarns 
as a result of the Xinjiang boycotts. As last week ended, 
the offering prices of Indian yarns posted sharp gains 
that turned some buyers back to domestic yarns. 

Concerning cotton, Chinese mills purchased US and 
Brazilian last week, along with Indian and West African 
styles. Brisk demand was also noted for bonded 
warehouse stocks. Total bonded warehouse stocks are 
estimated at close to 400,000 tons. It seems mills still 
need the allocation of the 2021 1% import quotas. 

WILL THE YEAR OF THE “EV” MEAN A TURN  
BACK TO NATURAL FIBERS?

Tesla share price
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alone. Tesla has about 24 times the market cap of Ford 
while delivering only 499,550 cars in 2020, compared 
to Ford’s total vehicle sales of 2,293,984 units. This has 
made Elon Musk the richest man in the world and also 
highlights just how bizarre the US equity market has 
become. Robinhood, in its call of 2021 as the year of 
the EV, cited several developments. EV sales in China 
rose 4%. while total sales fell 8%. In the US, the electric 
truck maker Rivian is said to be on the verge of raising 
funds based on a 25-billion-USD evaluation. Norway 
saw EV sales rise 54% in 2020, outpacing traditional 
autos for the first time. EV sales in the weak UK market 
rose over 300% in 2020. Robinhood also discussed the 
new political agenda in the US and that Chuck Schumer 
proposed a 454-billion-USD, 10-year subsidy program 
for cash vouchers for EV sales. 

The reality of that sentiment raises questions of how 
such expenditure can occur and a shift to electric take 
place at the same time plastic pollution continues to 
cover the earth and the owners of green electric cars 
wear a crude oil byproduct. As we enter 2021, US 
petrochemical production is set to break new records 
as the world largest new plants come online in Cancer 
Alley in Louisiana. The world’s largest plant is under 
construction not far from the US Gulf, and red flags 
are occurring for the impact on pollution and the 
safety of seafood. These plants put out the cheapest 
raw materials in the world for plastic production. The 
same chips can be used to make polyester fabric. 
Given the environmental disaster these plants produce, 

and the damage done by accelerated cheap single use 
plastic, it is very unclear how an administration in the 
US that has named a Climate Czar and made such a 
commitment to its attack on the oil industry allows 
these plants to operate. But it also is unclear how 
much of the talk has any real substance behind it. We 
have not seen where the backers of Schumer’s plan 
propose to find the additional electricity to switch to 
all those EVs. California, which may give us a hint of 
what could go wrong, has touted the switch to EV but 
suffers from widespread power outages equal to a third 
world country, as they are a large importer of electricity 
from neighboring states. Thus, there remain a lot of 
unanswered questions.

The debate will have a considerable impact on fiber. 
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Any attempt to tax polyester apparel, as was first tried 
in California before retailers blocked the proposal, 
would provide an important boost for cotton, hemp, 
and wool. Any EPA move to enforce the law and 
require environmental compliance on the petrochemical 
sector would have a significant impact, as the world’s 
cheapest raw material for polyester experiences an 
increase in cost. The US petrochemical oversupply has 
played a key role in the increased use of plastic, the 
cheap level of virgin plastic, and polyester. China has a 
much higher cost basis. As the year ended, some major 
producers in China announced new plans for coal-based 
petrochemicals that have double the cost of US products. 

While we do not know what the final result will be, 
we know it is getting serious by the recent events. It 
appears the issue is no longer about a social issue but 
instead focused on the real flow of investor dollars. The 
rapid flow of international investors into China, despite 
the human rights issues and its rivalry with the US, has 
put moral and national interests aside. With the switch 

in the US Senate, major changes are likely. This means 
the EV subsidy is possible and also a tax on polyester 
and plastic through some sort of environmental impact 
tax, which would likely cause changes for apparel 
makers and fiber use. Even small changes in these 
mixes can have large consequences. The switch to 
non-Chinese locations for cotton textiles and apparel is 
an example of where the industry has actually gotten 
ahead of an official ban. During the Christmas season, 
social media created a lot of negative publicity for a 
brand that touted its environmental credentials and 
took the moral high ground to ban sales of its products 
to a US oil company. However, the brand looked 
foolish and hypocritical when it was noted that many 
of their apparel products were made from polyester or 
nylon. The national press is very much part of the new 
agenda, and companies are likely to avoid negative 
coverage that many have exposure to as the year 
begins. This suggests that 2021 may be the start of the 
years of the Natural Fibers.

US cotton export 
shipments in 

November reached 
1,330,000 running bales 
according to the Census 
Bureau, with season to 
date shipments at 4.87 
million running bales, 
which is about 150,000 
bales ahead of the weekly 
USDA data. US export 
sales for the week ending 
December 31st slowed to 
153,100 running bales of 
upland and 6,200 running 
bales of Pima. The main 

buyers were Pakistan 
69.500 bales, China 
36,700, Turkey 24,900, 
South Korea 6,100, Japan 
5,500, Indonesia 4,400, 
and Peru 4,500 bales. US 
export shipments slowed 
to 270,000 bales of upland 
and 12,400 of Pima. Total 
US sales have reached 
12,410,630 480-lb. bales. 
We continue to expect 
US export shipments 
will exceed the USDA 
estimates. 

US NOVEMBER COTTON EXPORT SHIPMENTS  
REACH A NEW RECORD FOR THE MONTH

ICE STALLS ABOVE 80 CENTS AS INDIAN  
MOVEMENT ACCELERATES

ICE futures had a few days in the spotlight but 
generally were overshadowed by events in 

Washington and Hong Kong, as 2021 was ushered 
in with new levels of chaos. In addition, the flow of 

funds appeared to be focused on US equity markets 
that surged despite the turmoil in Washington. The 
March ICE contract attempted to move through 81 
cents three times, but each failed. One reason for 
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the failure was heavy Trade selling generated by the 
heavy movement of Indian and West African cotton 
into Trade hand, along with a smaller volume of US, 
Brazilian, and others. The most influential of those 
was the switch from Indian farmers selling to the CCI 
to private ginners, as the spot price reached the highest 
level of the season. The absorption of the heavy new 
crop movement and then volume sales of stocks by the 
CCI resulted in some hedging on ICE as merchants and 
mills became very long Indian cotton. The African Franc 
Zone sellers then used the rally to hold a number of 
additional sales tenders in which merchants increased 
long basis positions. Again, some hedging on ICE was 
noted. Then, you had active movement of the US crop 
and small movement of the old crop Brazilian and the 
forward 2021/2022 crop. This movement alone would 
have been enough to slow most advances. Mill demand 
was active. However, the activity was focused mostly 
with futures below 80 cents with no willingness to chase 
to new highs. The Spec sector was buyers, but events in 
Washington appeared to keep the focus on US equities 
where some shares experienced extremely lofty gains.

The events in Washington and Beijing were enough 
to cause the focus to switch from cotton at times. 
2021 was quick to bring new Black Swan events. 
First, while the election chaos of a special election in 
the US had the focus on Washington, Beijing chose 
to launch a Gestapo type raid on almost every pro-
Democracy Hong Kong politician, as it arrested 53 
pro-Democracy legislators, including a US human 
rights lawyer. The police also froze bank accounts and 
searched media outlets. A rally in Washington turned 
violent and resulted in a brief breakin of the Capital 
Building by protesters. The image of this was used by 
Beijing to mock the US on its stand on Hong Kong. 
At the same time, new concerns returned regarding 
future US policy on a host of issues have arisen. The 
fear of a new action from China during this period 

remains. Last week there was much discussion on the 
disappearance of Jack Ma, who many feared had been 
abducted by China’s State Security Agency. This made 
global headlines, and China’s only reaction was to 
ban all domestic media coverage of his disappearance, 
which suggests he is in government hands. In the US, 
the New York Stock Exchange, owned by ICE, was the 
center of new drama when just before the New Year 
it announced it would delist shares of China Mobile, 
China Telcom, and China Unicom, but early this week it 
announced it was reversing that decision. The rumor was 
that a US government official gave the advice in order to 
undermine a Trump executive order. This was followed 
by a call from US Treasury Secretary Mnuchin, in which 
he said he was displeased with the reversal. This resulted 
in yet another reversal, with the NYSE planning to 
delist the billion-dollar companies. These conditions did 
nothing to provide confidence in US/China policy. At the 
same time as Washington DC is experiencing chaos, the 
Wuhan Virus continued to spread in the US, Japan, and 
Europe, with new lockdowns.

The speculative sector, while adding new longs after 
the Tuesday COT report, remains far below its record 
position. The buying in the week ending Tuesday was 
spread across the speculative groups and also the Index 
Funds. Despite the excitement in equities, the flow 
of speculative funds into commodities is increasing. 
Bloomberg ran a headline, “Wall Street is the Most 
Bullish on Commodities in a Decade.” This followed 
cotton being a feature of a Wall Street Journal article. 
The Bloomberg research sited that the Managed Fund 
net long in the 19 major commodities had reached 2.3 
million contracts in the week ending January 5 and was 
the largest in a decade. Goldman Sachs Commodity 
Desk profits were also in the headlines.
Against this backdrop, the Trade’s net short position is 
drawing some attention as it stands at a hefty 147,069 
contracts or 14.7 million bales. What makes this 
position interesting to us is that 13.228 million bales of 
the net shorts are held in short futures in March, May, 
and July contracts. The small US crop is becoming 
well sold and fixed. Approximately 6.209 million bales 
of that position may be linked to On Call positions 
that depend on the mill to fix. A portion of this and 
a large block of the other half is likely tied to non-US 
cotton hedges. The current increasing long Trade basis 
position in Indian, Brazilian, African Franc Zone, and 
some Australian is increasingly being hedged. The 
hedge is heavily focused on all Futures, not options. 
This imbalance raises fears of a short squeeze if the 
speculative funds take their longs to a new record. We 
are not at all sure if this will occur, but what we do 
know is that the large Indian stocks that were in CCI 
hands are now in Trade hands. That means the new 
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crop balance sheet for India is not that much out of 
balance. All these condition bear watching. Last week, 
someone appeared willing to speculate on a short 
squeeze as 1,000 July 105 calls traded. 

Mills need cotton, and this was evident by the volume 
of business on weakness. However, the question is 
whether current price dynamics can slightly change 
trade patterns. The movement of the Indian stocks and 
the flow of new crop into Trade hands have the Indian 
CFR Asia basis cheap and at a large discount to West 
African, Brazilian, and US. The discount may switch 
export sales for the higher quality CCI stocks to Indian 
in many cases. The US stocks are in the discounted 
lots, and the size of the crop is still in doubt looking at 
the ginning data. Brazil has volume of the old crop left 
for sales and is very unsold on new crop, but weather 
remains a concern. This suggests basis weakness on 
Indian and Brazil if futures rally from here, which 
would take more business from the US. If futures 
experience a setback then brisk sales of US old crop 
are very likely.

It appears that the memories of 2008 are back in focus 
as Soybeans and Corn surge and face shortages. The 

events of 2008 for younger traders may seem long ago. 
However, they ushered in an age in which the Trade 
no longer has major influence over the Exchanges. 
Just do a survey and ask the number of traders how 
much input they have given ICE on cotton in the 
last five years or longer. In the perfect world of the 
markets working for the benefit of the commodity 
industry, they were established to serve it should it 
play out this way. The Trade has absorbed a large 
block of the long position held by origin sellers as 
futures moved above 80 cents, allowing many to net 
positive returns on production. The trade would then 
lift its hedges as this long position moves to spinners. 
Given the large, uncovered nature of spinners, this 
should be achievable. The fear is that a heavy wave 
of speculative buying by funds could trigger hedgers 
to be forced to cover hedges, especially since a large 
bulk of the hedges are for non-US cotton. The Trade 
has consolidated into a smaller, well-financed group 
since 2008 and has over ten years of experience with 
the for-profit exchange, which provides almost zero 
protection from excessive speculation. Remember the 
collapse in Crude Oil futures to far below zero for a 
few days, encouraged by the exchanges, which quickly 
allowed even negative options to be developed. This 
illustrated that it is all about volume. Exchange income 
and speculation are not only not controlled, they are 
encouraged. Just ask the group that has attempted to 
short Tesla shares and lost billions, as the volume in 
those shares made the crude oil market look tame. That 
stock has an average share volume of over 43 Million 
shares. Thus, it is a key revenue for NASDAQ and Wall 
Street bankers. Not one comment has emerged from 
any sector on announcing any measures to control the 
casino. Thus, commercial users of the commodities face 
the risk at all times. 
           
Last week suggests that 2021 may hold many 
unexpected events. For cotton, the big unknowns rest 
in Beijing and Washington, where a host of issues can 
move against the current brisk trade at any time. 
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