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CFR BASIS LEVELS WEAKEN AS INVERT AND ICE RALLY
IMPACTS TRADE; INDIAN BASIS EXTENDS DISCOUNT

May 2021 ICE Futures

T

he ongoing issues regarding ICE futures being used
as a global risk management tool have moved back
to the forefront as ICE July has extended its premium
to more than 600 points over Dec 21, and ICE May has
reached 91 cents. We have warned many times that
the ICE contract is a domestic delivery contract of only
a lower grade of cotton, SLM 1 1/16, at a domestic
warehouse, which excludes the West Coast. After one
brief, ineffective attempt at a world contract, ICE has
made no effort to address the issues or to even seek
widespread Trade influence concerning what needs to
be done. Thus, the contract remains as it did 50 years
ago when global cotton trade was much different. The
move in 2007 to switch to a for-profit exchange model
Dec 2021 vs July 2021 ICE Futures Invert
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resulted in a focus on shareholder profits, speculation,
and no innovation in trade tools. The leadership of
the global exchanges moved to China and Brazil as
the US group focused heavily on speculative contracts
such as Bitcoin and products that have added only to
the volatility of markets without the transfer of risk.
The NYBOT, CME, and CBOT of old were global
innovations in risk management and looked after the
interests of the Trade. The ICE contract is the only
cotton hedging tool available to the world in one of the
exportable growths. Thus, it remains the center of price
discovery, and with its faults have come the record
volatility in CFR basis levels.

ISSUE NO. 1111

The faults with the ICE contract and being limited
to only a US delivery (which itself has problems in
the delivery points) have created a 600-point invert
with the next crop year. When the Trade is holding a
hedge greater than 12 million bales net short tied to
inventories, it is clear this is a US tightness only and
further highlights the problems with the ICE delivery
mechanism. As a result, this hedged inventory faces
a 600-point loss on any hedge rolled to the next crop
year. In addition, the holder of the physical cotton faces
the cost of carry, which could reach 350-500 points or
more depending on location. The movement of ICE
to 91 cents due to speculative influences and tightness
in US stocks has added to the problem, slowing sales.
These inventories are looking at a ticking time bomb
because of the invert and lack of carry between the
crop years.

The Trade remains remarkably silent on addressing
the issue, with each expecting its team to anticipate
the moves. During the last six months the global trade
houses have absorbed much of the world’s excess
stocks held by export origins when the pandemic broke
out. The origin sellers were hit by surprise just as the
textile supply chain was when the pandemic suddenly
destroyed world trade and they were caught holding
heavy unsold stocks. There was no panic, and these
stocks moved steadily into Trade hands as conditions
improved. The CFTC COT data showed the Trade held
only a net short position in ICE of 4.590 million bales
in April, but by the end of July this had increased to
8.041 million bales. Movement then accelerated, with
the Trade’s net short position reaching 15.2873 million
bales by the end of October. Despite the heavy level
of export trade, after a few minor declines, the Trade’s
net shorts as of February 9th was at a new high of
15.690 million bales. Amid record US export shipment
and brisk sales, this position is mainly African Franc
Zone, Indian, Brazilian, and Australian, with US quickly
becoming a minor position. For the Trade holding
this position and the fact that, as of now, it is heavily
focused in 2020/2021 crops, over 12 million bales are
held in May and July contracts.

This was clearly being felt last week when the CFR
basis levels for Indian and African Franc Zone styles
came under new pressure. We have talked about the
increasing pressure on the Indian CFR basis for several
months now, and last week the price of an Indian
S-6 1 1/8 ex-gin in Gujarat ended the week over 1200
points discount to ICE. The CFR basis Asia offered from
Indian merchants reached new lows, with the popular
S-6 1 5/32 private ginned 2020/2021 crop ending the
week offered at 450 Off May compared to about 150
Off February 1st and 500-700 points on a year ago.
An S-6 SLM 1 1/8-1 5/32 was offered at 800 points Off
May. CCI stocks held by both Indian merchants and
international Trade experienced a weaker basis as
well. CCI 2020/21 M 1 5/32 from Indian traders was
offered at 400 Off May, and a Middling 29.5-30.0 mm
was offered at 300 Off May. Negative basis levels also
prevailed from the largest international trade houses.
A CCI 2020/21 SM 1 5/32 was offered at 50 Off May, a
2019/20 SM 1 1/8 was offered at 175 points Off May,
and a Middling 1 5/32 was offered at 225 Off May.
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The African Franc Zone CFR basis for 2019/2020,
2020/2021 and 2022/2023 crops all came under
significant pressure last week, reaching the lowest
levels in many seasons. A year ago, the most
aggressively priced Ivory Coast Manbo/s 1 1/8 was
offered at 1000-1100 points On May, but last week
offers of this style as well as Benin Kaba/s 1 1/8 were
noted at 600 points On, and a Burkina Faso Bola 1 1/8
was at 550 points on. These offers were afloat. This
means the merchant sailed the cargo from origin with
no buyer and expected to sell before reaching a region.
Such offers normally get discounted and are attractive
for spinners with nearby needs. These discounted
offers sold into Bangladesh and Pakistan last week.
An Ivory Coast Bema or Middling 1 1/8 was offered at
400 points On May afloat, which was down 150 points
from recent levels. These offers also attracted offtake
in China, Vietnam, Thailand, and others. Even at such
discounts, the African Franc Zone styles are selling at
major premiums to the Indian. Many of the AFZ ginners
have made efforts to improve quality all the way back
to the producer separating seed cotton when picking.
This has paid off with a sizeable premium over Indian.
The 2021/2022 African Franc Zone crop is now being
forward sold by selling organizations from origin. Last
week, some spinners also moved to secure various
origins of AFZ 2021/2022 crop at attractive basis levels
of 750 -850 points on the March, May, or July 2022
futures. In addition, they were buying the discount.
Forward sales by the AFZ origin sellers at these levels
should ensure a profitable season for growers.

The Trade’s long position in Indian was extended last
week by an estimated 950,000 bales or more of CCI
stocks that moved into Trade positions from its daily
CCI auctions. The discount did draw business with
sales noted to China, Vietnam, Turkey, Bangladesh,
and others. For China trade, the Indian discounted
offers are an attractive alternative, since an S-6 1 5/32
Middling or better can be landed China at a 13-14
cents discount a lb. to a Xinjiang 328 or Middling 1
3/32 before any accounting for the value of the quota.
Chinese and AFZ styles were the only growths cheaper
than Chinese domestic prices at the end of the week
after consideration for the value of the import quotas.
The discount, when reflected in new cotton yarn export
offers, should also be quite attractive to Chinese buyers.
The Indian CFR basis would appear to be reaching
levels where it may find strong support. The rapid
movement of the CCI stocks into Trade hands has
added to the pressure on the CFR basis, while the
discount now for those spinners that can manage
the contamination issues is also a major competitive
advantage. When you can land an Indian S-6 1 5/32
at the mills around 85 cents or so vs. a US Middling
1 1/8 at over 100 cents, the economics are clear. This
discount, along with African Franc Zone and Brazilian,
should pressure the US offers and also the invert.

The Brazilian CFR basis was weaker but overall was
influenced by traders and merchants holding limited
supplies of 2019/2020 crop. It also faced tough selling
conditions from growers on additional 2020/2021 crop
sales until yields are better assured. Generally, the
standard Middling 1 1/8 2019/2020 crop is offered at
900 points On May, and a catalog of qualities is still in
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variations by Merchant. One major merchant has kept
the CFR basis for immediate shipment unchanged while
raising the basis for each month through July in an
attempt to stimulate offtake well ahead of the invert.
US stocks are tight, but the problem is that despite the
stock level no one can afford to carry inventory into the
invert. Overall, the wide range of qualities of remaining
US stocks has kept discounted lots in circulation and in
demand. The ability to get the CFR landed price near
90-92 cents makes these growths popular for blending.
The US weekly export sales report showed that the
price levels of ICE have begun to ration US sales.

inventories. A Middling 1 3/16 from Bahia was offered
at 1075 points on, a Middling Plus 1 5/32 was offered
at 1050 points on May, and a Middling 1 5/32 at 950
points On. The popular SLM1 1/8 is offered from a
few sellers at 800 points on but actually appears to
be limited in volume from many sellers. These offers
proved attractive to spinners as US inventories dry up,
with offtake noted in Vietnam, China, and others.
The Australia CFR basis was steady last week at recent
weaker levels. However, at origin, trading conditions
have been made difficult by the invert. Growers with
cotton ginning after June face discounts. Additional
volume moved into Trade hands last week from both
the 2021 and 2022 crop years. The Greek and Spanish
basis held firm due to limited supplies, and there was
demand from Turkey for the Greek.

The invert increased last week as the various Funds
rolled positions from March at up to a 150–190-point
discount to May, so the roll worked well for the Trade
but cost the speculative Funds money. The invert
between crop years remains a big problem for the
Trade and the management of their large inventory.

The US CFR basis was all over the board with wide

US CBP ISSUES DETAILS ON XINJIANG WITHHOLD ORDERS
– EFFECTIVELY BANS IMPORT OF ANY XINJIANG COTTON/
TOMATO PRODUCT

T

he US Customs & Border Protection (CBP) has
now issued the final rules for importers of the
earlier Withhold/Release Order for products made from
Xinjiang cotton and tomato products. The details have
created a serious obstacle for the import of any cotton
product from China. The order also stated regulatory
policy could be extended to other products. Man-made
and Viscose fiber have so far been left out, as have
solar related products. The details place the burden
on the importer to provide extensive evidence that
the product was not made with Xinjiang cotton. The
requirements were extensive and without a minimum
exemption allowed. The CBP said the following was
among the evidence required for cotton products;

affidavit from yarn producer and the source of raw
cotton that identifies where the raw cotton was
sourced, along with Purchase Order, Invoice, and
Proof of Payment for the yarn and raw cotton and a
list of production steps and production record for the
yarn, including records that identify the cotton and
cotton producer of the raw cotton. Also required are
transportation documents from cotton grower to yarn
maker and supporting documents related to employees
that picked the cotton, timecards or the like, wage
payment receipts, and daily process reports that relate
to the raw cotton sold to the yarn producer.
Effectively, any importer or exporter might to be able to
4
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provide such traceability and documentation. In theory,
exporters using factories that use 100% imported cotton
yarn could. Of course, the financial cost for such an
audit trail adds to the cost of a Chinese product, which
should further act to transfer sourcing to other regions.
The order did not provide details on how cotton
apparel made in a third country such as Cambodia with
Chinese fabric will be impacted. Cambodia was one of
the top suppliers of apparel to the US in 2020, with US
imports of 3.278 billion USD. Of that, 1.694 billion USD
was cotton, making it the fifth largest supplier of cotton
apparel. Cambodia consumes no cotton, as 95% of its
fabric and other raw materials, such as zippers, button,
etc. come from China. Cambodia average apparel wage
is about 200 USD per month - cheap but double that of
Burma.

ISSUE NO. 1111

would have a negative impact on trade, but, as we
have pointed out, they were wrong. The CBP work
has had a positive impact on cotton trade, expanding
consumption to other regions and also highlighting the
human rights abuses in Xinjiang.
The ban is set to begin to ensnare other products, with
US Solar product imports likely to be soon included.
In a new development, the rage in digital currencies
is Bitcoin. This digital coin is mined, requiring large
amounts of electricity for each coin. It surfaced that
China is responsible for 65% all Bitcoin mining, with
36% of that coming from operations in Xinjiang. It
has been estimated that 20% of all Bitcoin is mined
in Xinjiang. This means the effort to ban slave labor
products could drag into Bitcoin, which last week
reached a total value according to Bloomberg of a
trillion USD. The Bitcoin link to Xinjiang only surfaced
as a headline late Friday. This has the potential to take
the ban to a new level of impact.

A significant change is underway in the supply chains
of the major brands and retailers as they make their
supply chains free of Xinjiang cotton for non-Chinese
markets. This is seen in the use of new technology
that is allowing them to inject verification of supply
origin. These groups are now requiring yarn used in
their supply chain to be tested to verify Xinjiang-free
and also the ability to check the finished product. This
is making the use of non-Chinese cotton a binding
requirement. It has not yet filtered through outside
markets such as Cambodia, but it is coming. We sense
a major change has occurred, with many brands and
retailers having made the pledge to be Xinjiang-free,
but they want to be assured there can be no backlash
from a violation. The organic markets have suffered a
large disruption in supply, first from the Indian scandal,
and then from the ban on Xinjiang organic. Xinjiang
is a significant producer of organic cotton, and, as
surprising as it is, it is taking the market some time to
realize the irony of touting a cotton product as organic
and green when the cotton uses the largest amount
of irrigated water in the world in an arid desert, in
addition to the slave labor issues. The curtailment in
organic supplies and the fear of counterfeit supplies led
to a surge in prices, which made groups turn to US and
Australian sustainable verified supplies that offer higher
cotton quality and better environmental credentials.
Many feared the CBP’s work to ban Xinjiang supplies

Major solar companies located in Xinjiang
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ABARE CONFIRMS 2021 AUSSIE CROP AT 2.582 MB
in Queensland. The weather has been mostly dry since.
The invert on ICE is causing problems for merchants
and costing growers a discount for cotton that will be
ginned after June. Merchants are discounting growers
approximately 5 AD a bale per month for ginning in
July, August, and September. The 2021 crop basis came
under pressure on February 17th as ICE posted new
highs falling to a low of 250 points on May compared
to 510 points February 8th. The average cash bid stood
at only 595 AD bid at the end of February 17th, which
was below last week’s levels despite the gains on ICE.
The FOB basis for the 2022 crop was also weaker at 470
points on May 2022, with a cash price of 570 AD a bale.
Growers are well sold but face considerable risk
with any unsold bales that will be ginned after June.
The invert, which exceeded 600 points last week, is
a serious problem. The local FOB price saw some
movement the remainder of the week but ended
firm at 595-605 AD per bale for 2021 crop and 575
AD for the 2022 crop. A storm system from northern
Queensland brought rain back to the Queensland
cotton belt from Thursday through the weekend, with
the rains extending into the Darling Downs. Picking
of the earliest planted acreage in the Emerald began
last week. 3,000 hectares has also been planted in the
Northern Territory. This region is set to become a major
part of a wider cotton belt, with the regions first gin
expected to be built this year. This region could offer
just-in-time shipment to Indonesia.

A

BARE February crop estimates provided no big
surprises, as it confirmed the country planted
343,000 hectares of cotton, with 180,000 in New South
Wales and 115,000 in Queensland for total acreage of
295,000 hectares for the two states. No estimate was
provided for northern cotton production. Production
was placed at 562,000 tons or 2,582,109 bales. New
South Wales also saw a surge in summer grain sorghum
and rice acreage. Average yield was only 9 bales a
hectare in NSW and 8 in Queensland. Rainfall during
the week ending February 15th was notable in a
few locations, with Narrabri, Trangie, and Condoblin
all picking up 30-50 mm in New South Wales, and
Clermont, Roma, St George all receiving 40 mm-60 mm

PAKISTAN TEXTILE AND APPAREL EXPORTS CONTINUE TO
EXPAND/JANUARY SHIPMENTS POST 10.79% GROWTH

P

akistan has emerged as a clear winner in the
switch from sourcing of cotton products in China.
January 2021 exports reached 1.323 billion USD,
which reflected 10.79% growth. The country needs to
expand the Textile/Apparel export earning as the trade
deficit remains large. In January, large imports of food,
machinery, and petrol were noted. It is hard to believe
but press reports are that the PM has ruled out any
lifting of the ban on Indian cotton imports. In January,
cotton yarn exports reached 32,694 tons. Cotton fabric
exports reached 151.324 million USD. The growth
in exports was spread across all products. Knitwear
exports were the largest product at 325.425 million
USD, which reflected growth of 32.88%. Readymade
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Apparel exports lagged at 5.25% growth at 282.897
million USD. Towel exports expanded 34.5% at 87.5
million USD, Bedwear 219.307 million USD for a gain
of 13%, and other Made-up exports grew 21.26% to
67.691 million USD.

ISSUE NO. 1111

Franc Zone and Argentine styles. Most mills are running
near capacity and continue to see an expanding
of orders. Attention is now focusing on the start of
planting to New Crop which has started in Sind. Old
crop deliveries are drawing to a close with February
15 deliveries at 5,616,623 local bales as compared to
year ago at 8,547,977 bales. The latest surge in prices
has stimulated new interest from growers in planning
cotton, which will likely increase acreage.

Local cotton prices are very firm and stocks are tight,
with the highest prices nearing 90 cents a lb. Import
offtake has been light, with discounted US low grades
still receiving offtake, along with discounted African

BRAZIL’S CROP REMAINS LATE AND RAINS CONTINUE
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espite the continued delays in soybean harvesting,
Brazilian growers had, as of February 12th, planted
81.69% of the crop and by now likely past 90%. At
least 50% of the crop has been planted beyond the
ideal planting window and also experienced very
wet conditions since planting, which means seedling
disease and other issues are possible. The above
normal rainfall pattern is continuing and will remain in
place into March. The soybean harvest is slow. Growers
have been active on the BBM selling, but the focus
has been on old crop 2019/2020 and the next crop
2021/2022, with only moderate sales of 2020/2021 as
concerns over weather remains. February 1st–18th sales
on the BBM of 2019/2020 crop have totaled 21,001
tons, with total sales now of 1,080,224 tons. Sales of the
2020/2021 crop in the same period have totaled 7,360
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WHY COTTON?

Comes from Nature, Returns to Nature
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tons, with total sales of only 556,784 tons. Sales of the
2021/2022 crop, despite the discount, reached 38,900
tons, with total sales at 184,527 tons.

ISSUE NO. 1111

The CFR basis for 2019/2020 crop is slightly weaker,
but the 2020/2021 CFR basis is holding, with a Middling
1 1/8 offered at 700 points On July for August and
September shipment and 1000-1100 points On Dec for
October shipments, some more aggressive offers can be
found for this period. We expect a full catalog of offers
of both 2020/2021 and 2021/2022 crop to soon be in
circulation. As the Merchant long builds in 2021/2022,
more aggressive CFR offers are likely to be noted.

The rally in the local ESALQ Index of a 41-4-35 landed
Sao Paulo has stalled, with the index at 88.62 cents
on February 18th. Local spinners have faced a sharp
increase in the arrival of Indian cotton yarns in volume,
which has impacted domestic spinning profitability.

CHINESE MARKET REOPENS WITH FIRMER PRICES

C

a ton or 113.08 cents a lb., which reflected a gain of
4 cents for the week. Cash yarn prices in the 32s and
40s counts posted 750-1000 RMB a ton gain or about
14 US cents a kg, while the ZCE yarn futures in May
posted 700 RMB gains for the week. Polyester staple
fiber and Viscose cash prices also moved higher. With
strong gains in the polyester staple fiber futures, cash
polyester prices have reached 50.50 US cents a kg, the
highest level since the pandemic outbreak.

hina reopened from the holidays with some
excitement. Chinese stocks briefly reached a new
all-time high before retreating, and the fiber and textile
markets all opened with gains. Retail sales at the largest
retailers were reported at 821 billion RMB or 127.3
billion USD for the period. This is about 20-25% of an
average US monthly retail sale. The most positive news
was that apparel sales posted 107.1% growth from a
year ago and jewelry sales gained 160.8%. Total sales
posted 29% growth from a year ago and 4.9% growth
from 2019. Last year’s holiday period was impacted by
the virus outbreak.

Next week will bring a better outlook for how the
domestic market will react to the higher prices as more
companies return to work. The price gains in Brazilian
and US styles have pushed landed mill prices, after VAT,
import tax, and insurance, to a premium to domestic
cotton, while Indian and AFZ continue to enjoy some
advantage after allocations for the value of the import
quota.

Chinese cash prices ended the week at 15,750-16,400
RMB a ton or 110.66 to 115.22 cents a lb., and the cash
index closed at 112.03 cents for a 2.45 cent gain for
the week. Mill offtake was reported as very slow, with
spinners unwilling to chase values. The ZCE cotton
futures led May contract ended the week at 16,095 RMB

US RETAIL SALES IN JANUARY ROBUST
BUT APPAREL REMAINS WEAK

T

otal US retail sales in January reached 509.802
billion USD for a YOY gain of 5.8%. However,
apparel sales remained weak at 14.738 billion USD
on an unadjusted basis for a 11.3% YOY loss. On a
seasonally adjusted basis January retail sales of apparel
were the weakest since January 2012.
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US WEEKLY COTTON EXPORT SALES SLOW
AS PRICES APPRECIATE

D

uring the past several weeks, we have discussed
in detail the need for the US to slow export sales
momentum. That occurred last week after the sharp
500-point gain in prices. Weekly sales of upland for
2020/2021 shipment slowed to a net 119,500 running
bales, which was the slowest pace in 14 weeks as
demand was choked off by the move near 90 cents.
China was a buyer of 44,100 bales, followed by Vietnam
at 27,200 running bales, with Bangladesh taking 18,300
bales. Other buyers were Pakistan, Turkey, Indonesia,
and Peru. Pima sales totaled 14,600 running bales,
with China taking 9,200 running bales. 2021/2022 sales
slowed to only 2,100 running bales of upland. Total US

export sales have reached 14,207,479 480-lb. bales. 24.3
weeks remain in the season, and weekly sales, with a
normal carry forward sales allocation, can fall to 53,221
bales and still meet the USDA estimate. Sales above that
level will increase US exports.
Spinners still appear to be underestimating the value of
2021/2022 and 2022/2023 sales created by the invert that
ended the week at a 571-point discount of Dec 2021 to
July 2021, and at 924 points of the Dec 2022 to Dec 2021.
US merchants have not started widespread offers, but the
discount should be attractive to buyers, which we began
to see last week in the African Franc Zone trade.

USDA OUTLOOK FORUM RELEASES 2021/2022 OUTLOOK

T

he USDA Outlook Board forecast US cotton
acreage at 12.0 million acres, which was down very
slightly from last year’s 12.09 million acres. Estimates
are being scaled up as prices recover, and further
increases are likely. Dec 2021 futures gained 1.9% last
week, reaching a new high of 85.86, which outpaced
the gains in soybeans and corn. The USDA forecast a
crop of 17.5 million bales, domestic use of 2.5 million

bales, and exports of 15.5 million bales, placing ending
stocks at 3.8 million bales. US acreage should increase
from these estimates. The USDA placed corn acreage
at 92.0 million acres, up only marginally from 90.8 last
season, and soybean acreage at 90.000 million acres
as compared to 83.1 million last year. Many private
estimates have total US crop acreage expanding to
allow for the needed corn and soybean acreage.

ICE FUTURES MOVES HIGHER AND CALLS
FOR 100 CENTS BEGIN

May ICE Futures

Dec 2021 ICE Futures

I

CE futures moved higher last week with volume
falling daily as new highs were made. May gained

1.82 cents a lb., and Dec 2021 gained 1.61 cents. The
excitement was evident as calls for 100 cents began
9
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to be heard. While ICE moved higher, the volume
was not impressive and neither was the demand for
US cotton at the new levels, while the CFR basis for
Indian and African Franc Zone styles weakened. The
week brought more bizarre events, one being what is
called the “Deep Green Freeze” was the focus of the
week as a Canadian cold front brought record low
temperatures and snow all the way to the southern US
border. Texas and Oklahoma suffered a massive power
outage that caused great human suffering. It appears
poor planning and management by a state energy
board and wind turbines’ poor performance in artic
temperatures were much of the blame. The event was
dragged into the Green debate by the fact that 25%
of Texas’ electricity needs were being met by wind
turbines. It was discovered that the turbines needed
heaters installed to keep them working during ice,
snow, and extreme cold. In addition, solar panels do
not work when covered with snow. The event means
a major debate lies ahead, as one estimates states that
Biden administration executive orders will result in a
60% increase in US crude oil imports in 2022, as US
production is forced offline and no new investment
is made. The economist that defined the Green Swan
describes an “Ugly Duckling” that can occur in an earlystage concept that can become a Black Swan driven by
bad execution. Against this backdrop, a more two-sided
debate appears to emerge. The event is important, for
the outlook will determine many of the major agendas
pending.
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Dec 2022 ICE Futures

We discussed last week that the ICE market and
physical prices faced several key events that it would
have to manage, and these are underway. ICE may
move higher as many suggest, but we are very suspect.
Given the invert and the weak CFR basis levels that
have made Indian and African Franc Zone the value
growths, this may not be easy. The invert has everyone
preoccupied. Merchants are not aggressively offering
2021/2022 crop, which they should be doing, since at
the right basis levels mills appear likely to be ready
to start covering into the discount. For spinners, be
able to cover 2021/2022 at 600 points below today
and 2022/2023 nearly 10 cents below 2021/2022, is
attractive. Growers need to use risk management for
2021/2022. 85 cents is an attractive price for a SLM
1 1/6. Add the quality premiums and near 90 cents
is possible. With February nearly complete, a great
revenue insurance floor is assured. All this should mean
more US cotton acreage, and, if you’re considering the
value of Dec 2021, note that Brazilian growers appear
to be gearing up for a large 2021/2022 crop that will
move in 2022/2023 and are selling even at the discount.

Dec 2023 vs. Dec 2022 ICE Futures Discount

The CFTC report for the week ending Feb 16 revealed
no major new surge in managed fund buying. This
position remains remarkably stale and has not been
expanded for months. No new other reportable fund
buying has occurred, and last week’s best buyers were
Swap dealers and Index Funds on a net basis and trade
mill price fixations, which were offset by other trade
action. We may be wrong, but ICE values actually have
begun to feel a bit heavy at the new highs. Indian and
West African should now take business from the US.
The value discount of Indian is just too strong for any
spinner able to manage this style to ignore. US CFR
prices for even the standard Middling 1 1/8 are now
above 100 cents. With the exception of the discounted
lots, the US is uncompetitive also against African
Fran Zone and Brazilian. The value has switched to
these growths and also to the new crops offered at
a discount. We are soon entering the window where
spinners can plan to manage inventories until the
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discounted crops begin to move priced off Dec 21, 600
points. The cost of carry is a big incentive. Merchants
also have an incentive to discount the basis to move
every bale of stocks before the invert.
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Cotton consumption is expanding, and cotton is
beginning to take market share. The world, driven by
the events of ESG investing and a much greener focus,
is awakening to the fact that Polyester and Man-Made
Apparel is a Fossil Apparel and not part of the path
forward. These events will have their greatest impact on
2021/2022 and 2022/2023 consumption levels.
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the achievement or reasonableness of future projections or the assumptions underlying them, management targets, valuation, opinions, prospects and returns, if any. Consequently the recipient of this newsletter must make their
own investigations and must satisfy themselves as to the particular needs of the recipient and seek professional independent advice. Jernigan Commodities Global, LLC disclaims all liability at law and in equity from any and all
damages, loss, claims, liability, costs and expenses of whatever nature arising directly or indirectly out of any act, omission or decision made by the recipient in reliance upon this brochure or any statements made by any director,
officer, employee or agent of Jernigan Commodities Global, LLC.
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