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ATHLEISURE CONTINUES
A CHALLENGE FOR
COTTON

CHINA DUMPING OF
CHEAP POLYESTER
APPAREL A CONCERN
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COTTON FAILING IN
ENVIRONMENTAL
MESSAGE

COTTON REMAINS UNDER SIEGE AT RETAIL AS
POLYESTER CLAIMS GO UNCHALLENGED
Seven million bales of consumption lost at retail in US alone over last decade

T

he China/US trade dispute and the “end of
globalization” can be credited with causing the
more than 38-cent drop in the price of cotton, There
is, however, another culprit that has received little
press coverage. At retail in the US, cotton reached a
60.02% market share in apparel in 2007 just before the
global financial crisis. Presently though, cotton’s retail
market share is just off the record low, which it hit in
2018 when it fell to 41.46%. The plunge in cotton’s
market share came in stages over time and was the
result of a series of unforeseen occurrences, which
we will refer to as cotton’s Black Swan events. The
first of the four events was the birth of Under Armour

and the mainstreaming of the polyester athletic wear
trend. This trend had its origin in 2005 while Under
Armour was preparing to go public, which it did in
November of 2005, raising 153 million USD from the
IPO. Under Armour’s “We Hate Cotton” attack began
during the lead-up to their IPO, and later became an
incredibly successful promotional campaign. Kelvin
Plank, Under Armour’s founder, became well known
for his exuberant promotion of a new moisture-wicking
synthetic fabric he developed. During his presentations
he compared a 100% cotton t-shirt soaked in water to
his new moisture-wicking polyester fabric to illustrate
his product’s superior wicking feature and its greater
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swimming and lacrosse. The strategy of staying silent
and not addressing the accusations aggressively cost
cotton approximately 10% or more of its market share
in the US, and that market share will not come back
very easily. The polyester performance wear industry
is now powerful, and it will not be easy to dislodge.
For example, the top three brands own US college
sports programs with their sponsorships, which in
most instances has control or influence with even what
apparel products can be sold on campus or display the
school logo. This is why it is almost impossible to find
a cotton shirt on campuses today.

ability to keep athletes drier. In a 2010 Forbes article,
Plank describes the company’s attack on cotton this
way: “When Kevin Plank - the founder and chief
executive of athletic apparel company Under Armour
- was preparing to take the company public in 2005,
he started every investor presentation the same way.
He bolted to the stage, took a Russell Athletic cotton
¬T-shirt and soaked it in a bucket of water. He then
hauled out the heavy, sopping-wet shirt and slapped
it on a table. “Cotton is the enemy,” Plank would
growl at the men in suits. It sucked in sweat. It clung
to your skin. It dragged on athletic performance. It
was outmoded, useless, for losers. Under Armour’s
synthetic, sweat-wicking shirts, on the other hand,
stayed dry and light. They were the future.”

Under Armour revenue, 1996-2015

Under Armour performance shirt

Cotton then entered the next Black Swan event in a
weakened state when the cotton crisis of 2010/2011
saw cotton prices climb to over 200 cents a lb., and
China nearly ran completely out of cotton. The surge
in cotton prices lead to a major increase in man-made
fiber use and started the recycling of plastic bottles
in China as it rushed to replace cotton with polyester
fiber. This was soon followed by the third Black
Swan incident, with the doubling of polyester fiber
production by China. In 2008, China issued a major
economic stimulus package that provided significant
subsidies and cheap loans for ten major industries.
One of these was the petrochemical industry, and
those investments lead to a doubling in the polyester
staple fiber production capacity and similar increases
in the feedstock production. By 2014/2015, this new
capacity caused the price of polyester staple fiber to
collapse, providing an economic incentive for spinners
to increase the poly percentage in blends.

Under Amour’s reported annual revenue in 2018 was
4.977 billion USD after starting at 281 million in 2005,
more than a 1,700% increase in 13 years. The Under
Armour impact quickly took a toll on cotton, with
market share in the US by 2010 down to 49.68% from
60.21% in 2005. The cotton industry did not mount a
return attack, and quietly allowed the accusations by
Plank to go unchallenged. Plank’s message resonated
with a large block of the population, especially across
college sports. Today we are not aware of one single
American college sports program that is not dominated
by the polyester performance wear, and if it is not
Under Armour, it’s Nike or Adidas. The penetration is
not just in headline sports, but all the way down to
2
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Lululemon manufactured its first pair of yoga pants
in 1998, which were made from nylon and Lycra,
and from there it all began. Today the company has
one of the world’s top research facilities for creating
new fabrics and the staff isn’t made up of just textile
workers tasked with making new fabrics. It includes
scientists as well as physiologists, mechanical engineers,
neuroscientists and biochemists. The company’s
innovation lab is the envy of the industry and is treated
as a top-secret facility. A journalist from Fast Company
who was granted a tour and interview described the
lab this way: “There’s a ‘sensory immersion lab’ where
human subjects are attached to monitors measuring
brain activity while neuroscientists project changing
landscapes on the walls and alter the temperature,
humidity, and sounds in the room. In another part of
the lab, a computer scientist captures 3D images of a
woman walking, tracking in microscopic detail how her
movements interact with the fabric. We’ve created this
place to understand how you move and how you feel
when you move,” says Tom Waller, a sports technology
scientist and the lab’s SVP.

Cotton’s attempt to regain market share through new
fiber treatments, such as “trans dry,” failed to gain any
traction, which left cotton at a major disadvantage
when the next Black Swan event hit. This time, Lycra,
Spandex, and Nylon all joined polyester staple fiber in
attacking cotton with the birth of Athleisure. Athleisure
had its official beginning in late 2013, and by 2014
a leading fashion movement was underway when
Beyoncé partnered up with Topshop to announce a
high-street Athleisure line called Ivy Park. The NPD
Group estimates that in 2020 the value of the Athleisure
market will be 83 billion USD in the US alone, and 350
billion USD globally. To put this in perspective, the
entire domestic Chinese apparel market was worth 300
billion in 2018, which makes this one of the largest
segments of the market. In 2018 it equaled more than
half the US sportswear market. The growth of this
market is illustrated with the annual revenue of its
leading brand and retailer, Lululemon, which in 2007
had revenues of 172 million USD. That grew by the
year ending 4/30/2019 to 3.421 billion USD, a 24.13%
increase in 2018 alone. Revenue has doubled over the
past two years.

Cotton has been the big loser, with only a small
percentage of any product containing any natural
fiber. However, this should not be happening given
the drivers behind the continued expansion of the
Athleisure market. Kim Karmitz in Forbes says, “There’s
one word that explains the continued growth of
Athleisure, wellness.” She explains that wellness isn’t
about your health in a strictly medical way, although
it’s related. Rather, wellness is more about your state
of mind. Wellness products like yoga pants give the
wearer an association with a healthy activity, whether
3
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they’re actually doing the activity or not. It’s a look
that expresses an aspiration for health and positive
thinking. The irony of a health-conscious consumer
having a wardrobe made from the same raw material
as plastic stands out. A Cotton Incorporated lifestyle
monitor survey found that 73% of consumers who have
adopted the Athleisure trend of wearing active apparel
for purposes other than exercise say comfort is the
reason. More consumers describe cotton activewear as
the most comfortable (53%), compared with activewear
clothing made from synthetics like polyester (10%)
and nylon (11%). 35% of consumers report that the
top reason they avoid polyester activewear is that it
is uncomfortable. Cotton Incorporated’s Customer
Comments Research™ study further reveals that
synthetic activewear is significantly more likely than
cotton activewear to have customer complaints about
irritation related to itching, scratching, and chaffing,
as well as odor and durability issues like pilling and
snagging. In contrast, consumers report issues with
cotton activewear shrinking, fading, and stretching. The
study also cited a problem with smell in the polyester
based garments, which it cited as important in the
buying decision of 69% of the respondents in the
survey.
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Now, as we enter the second half of 2019, cotton is
facing what could become another “Black Swan” event
unless the industry acts. China’s textile and apparel and
petrochemical complex faces a crisis from overcapacity
and lower domestic demand, as cotton and all-natural
fibers are under siege from Chinese exporters looking
to dump cheap polyester apparel anywhere they can.
Wholesale polyester fiber prices have fallen to record
lows of 45-47 cents a lb., FOB Chinese plant. This
represents a 41% drop in price since the trade war
began, and even at this price level new capacity is
coming online as new petrochemical facilities come
online. In the recent US import data the average price
of polyester apparel has been dropping, reflecting
the lower polyester prices and China’s exporters’
aggressive need to export. The Chinese polyester
price is influenced by the massive subsidies and cheap
loans that are behind the capacity growth. The USTR
office found on several occasions that China was
dumping polyester yarns in the US market far below
the cost of production, in some cases by over a 100%.

A separate report by WTiN Intelligence on performance
textiles entitled “UK Activewear Apparel Consumer
Survey for Textile Companies,” echoed the importance
of sustainability in activewear, adding that consumers
are willing to pay extra for it, particularly those aged
17-35. The findings indicate that a key aspect is the use
of hazardous chemicals, with four in 10 respondents
identifying it as a very important.
Despite these findings, the consumer has not yet
gotten the message on cotton. First, cotton is in a battle
against man-made fibers in this segment, and second,
there is battle against organic cotton. Organic cotton is
expensive, has lower fiber quality, and has a far larger
environmental footprint than US, Australian, or Brazilian
conventional cotton. A total misunderstanding of US,
Australian, and Brazilian cotton growing techniques has
several major iconic brands using only organic cotton,
such as Patagonia and Eileen Fisher. Nonetheless,
cotton has begun to make a few inroads with several
companies beginning to offer cotton blends, with even
a cotton-blend denim legging being a new feature.
Lululemon has now incorporated a small offering
of natural fiber products that includes a mixture of
bamboo, Tencel and cashmere, a cotton fleece made
from a cotton/poly blend, a Pima/spandex blend, and
a cotton stretch French terry blend with Lycra, Tencel,
and Vitasea (made from seaweed, cotton and spandex).
Adidas now offers a cotton/elastane blend legging.
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At these price levels, no other country can compete,
and trade is being impacted. Currently, for all the talk
about the Chinese tariffs impacting US consumers, it is
not the case in apparel, with price deflation at the retail
level underway as four major retailers are driving very
aggressive pricing. The cheaper man-made fiber apparel
helps meet the margin requirements on this pricing.
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Australian cotton crops combined. So far, the US Ag
industry remains quiet, as China continues its direct
attack on US imports. The tariff on US cotton imports
was raised to 30%. This tariff is a direct violation of
the WTO requirement that China allow 894,000 tons of
any origin cotton to be imported duty and quota free
annually. US cotton imported under this quota now is
subject to the Illegal duty. Yet we have not seen one
industry comment on this. Why? Unless the US Industry
mounts an effort to stop the dumping of Chinese MMF
apparel in the US, cotton consumption will again suffer.
Silence is not the answer to the current crisis. Instead,
it is time for Cotton to stand up and to offer innovative
programs to offset the loss of the Chinese market. A
return to the pre-June 2018 market will not happen.

The US needs to take aggressive action to prevent the
dumping of polyester apparel in the US market. In
2018, the US imported over 25 billion USD worth of
MMF products from China, and over 15 billion of that
was apparel. To put this in perspective, the entire cash
value of US cotton production is only 7 billion USD. It
is also greater than the value of the US, Brazilian, and

ENVIRONMENTAL BENEFITS OF COTTON
NOT YET FULLY APPRECIATED

Half-Truth messages that are un-challenged soon become
accepted as fact.

T

supplies. The fact that cotton will biodegrade
completely, returning to nature vs. over 95% of
polyester and man-made fibers never biodegrading,
has yet to be exploited by the cotton industry or any
of the natural fibers. Even the biodegradable plastic
has been found to not biodegrade, yet the product has
been advertised as 100% biodegradable. A University of
Plymouth study found that plastic advertised as 100%
biodegradable did not biodegrade, and was 100% intact
after three years buried in a landfill. All biodegradable
plastic tested in land and the sea did not break down,
and these products are just as harmful as virgin plastics.
It was found that the advertised biodegradable plastics
only broke down in an industrial composting plant with
a controlled environment and with chemical treatment.

he petrochemical complex has seen its value
increase by 182 times since 1978. Presently, the
industry is driven by both Chinese companies and
multinationals like Shell, BP, Total, Chevron, and
ExxonMobil. The industry involves some of the largest
companies in the world, which makes it difficult to
take on, and it has successfully continued to expand
and flood the world with apparel and plastic. The
expansion continues despite the global pollution
epidemic caused by plastic. So far, the apparel industry
has been able to avoid the link between polyester
apparel and plastic. The fact that both come from
the same raw material has not yet resonated with
consumers. Instead of this being a negative, many have
used it as a positive and openly linked the apparel to
the number of plastic bottles that have been recycled to
make the product. Still, the consumer does not seem to
fully see the product as wearing a plastic shirt.

The issue of microplastic pollution continues to
accelerate. A new study has found that the microplastics
have made their way into the snow cover of the Arctic
and the Alps. It has also been found that microplastics
are being released equally by virgin and recycled

The global epidemic with plastic has spread to the
microfiber issues that now plague global water
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plastic. Despite all these facts, most of the global
brands that focus on outdoor wear and have made
environmental stewardship a key part of their brand still
focused on outdoor wear made from polyester, nylon,
or other man-made fiber. The companies even go so far
as to commit themselves to using only organic cotton,
and they are quick to cite the damage conventional
cotton does to the environment. This view is wrong
and full of misinformation, yet they go unchallenged.
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more. The use of BT cottonseed, which continues to
advance each year, has help make this possible. This
message now needs to be vigorously communicated.
As the environmental crisis with plastic pollution and
microfiber contamination continue to grow, cotton and
other natural fibers provide the solution.
Cotton’s US retail market share in the first six months
of 2019 reached 42.69%, which was up from 2018’s
market share of 41.46%. It is not yet clear how the
stockpiling ahead of tariffs has impacted the market
share. It is encouraging however that an increasing
number of brands and retailers are beginning to look
for solutions to the problem of man-made fibers.
For now, cotton is often not their first choice due to
reasons of performance or misinformation regarding
conventional cotton. Cotton has a lot of work to do in
both areas, and the industry must realize that private
companies such as Lululemon or Tencel have millions
of USD devoted to R&D and the creation of innovative
fabrics. These labs test and innovate. Meanwhile, it is
a challenge to find a private sector or university fiber
scientist in America – a market that consumes more
than 40 million bales of fiber a year at retail – that
understands cotton or is involved in innovating with
it. We have looked and are disappointed and shocked
at our findings. The end of the reign of polyester
and man-made fibers has begun. However, with
billions at stake it will not go quietly into the night.
For example, research is underway to find a solution
to the biodegradability problem. In the meantime,
the weak links in the plastic chain have begun to be
impacted by the actions of local governments, with
the banning of plastic straws and plastic bags. These
are just the first steps, and additional bans are coming.
Eventually apparel made from the petrochemicals will
be taxed or banned as well. Cotton and other natural
fibers have an opportunity and should act aggressively.
With global total fiber use at over 100 million tons in
2018, for cotton the stakes are high. Each 1% gain in
global market share equals about five million bales.
Thus, if cotton could regain just 3% in market share,
it would increase total global use by 15 million bales.
Such changes in consumption would soon translate
into major economic changes in income for cotton
producers, and significant benefits for the global
environment.

The Story that has not been told

The US, Australian, and Brazilian cotton industries
must fight back. The cotton sectors of these countries
have reduced pesticide use and water use, and
made environmental protection an important part
of their growing practices over the past 10 years or
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HONG KONG 1997 HANDOVER AGREEMENT VIOLATED BY
CHINA, RAISING NEW RISK FOR TRADE

Hong Kong police attack protestors, Sat. Aug 31, 2019

Hong Kong police fire water canons/tear gas, Aug. 31,2019
Photo: May James/HKFP

A

s we go to press, Hong Kong police have again
launched attacks on protests, with Saturday again
a scene of Hong Kong police using water cannons and
tear-gas on the protestors. The anger in Hong Kong is
growing following major revelations by Reuters that China
had clearly violated the 1997 handover agreement and the
One Country, Two Systems policy. Reuters revealed that
when the protest began, Hong Kong executive Lam was
ordered by Beijing to, first, not withdraw the Extradition
bill. Then she was ordered to not address any of the five
demands of the protest movement, including the abuse
of the police. This has sent shockwaves across Hong
Kong. First, the Reuters investigation showed that this
refusal to defuse the situation was followed by Beijing
issuing a warning that it could intervene directly.
In other words, it appears Beijing wanted to set the
situation up to allow them to intervene.

Aug. 31 HK attacks by police

Meanwhile, only one company went public through
an IPO in Hong Kong in August. It raised only 17
million USD. However, several large Chinese IPOs
have begun pre-IPO work. It remains to be seen if
the unrest or Beijing’s actions will impact the ability
of these companies to raise the needed cash. Several
US Congressmen have already called for US action in
protest of the Friday arrests. It remains to be seen how
the Trump administration will react.

Just as this was revealed, the Hong Kong government,
likely under orders from Beijing and again in violation
of the Handover Agreement, arrested the two young
leaders of the protest movement along with three Hong
Kong legislature members. It has also surfaced that
Beijing-backed police have dressed as protestors to
help accelerate the violence.
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ICE FUTURES RECOVER FROM THE LOWS BUT GO NOWHERE

I

unwilling to buy Xinjiang cotton at all. It is not talked
about in China, but some of this may be linked to
brands and retailers demanding their export product be
free of Xinjiang cotton and Xinjiang-produced product,
due to the prison camp and forced labor boycott of
Xinjiang cotton that is underway. Cotton demand
is very poor, with small spinners that use less than
200,000 bales a year closing operation. In imported
cotton yarns we heard of more delayed shipments and
defaults, and in the domestic yarn market defaults are a
problem as well.

CE cotton futures and China’s ZCE cotton futures
experienced some diversion last week. After plunging
on Monday, December ICE futures recovered and
closed with a small 25-point gain, while ZCE September
and January futures lost over 200 points and China’s
Cash Cotton Index lost over 350 points. There seem to
be several developments behind both market actions.
ICE futures found support from expectations that
the US crop had suffered some production loss due
to the dry weather in West Texas, which was under
threat from the first hurricane to hit the belt in 2019.
China’s domestic cotton market is awash in cotton,
with a record inventory of unsold cotton as demand is
continuing to shrink. China’s commercial cotton sector
is holding the largest unsold volume of cotton on
record for September 1st. Approximately one million
tons of the 2018/2019 Xinjiang crop is still held by
ginners, and they are carrying heavy losses, having
purchased the seed cotton at much higher prices and
having failed to hedge the lint. These ginners have
been unable to sell the inventories of some cotton,
even offering a 500 RMB a ton (over three US cents a
lb.) discount from the prevailing quote in an attempt
to obtain cash. Significant differences in price exist
based on the quality of the stocks. The sharp drop in
the China Cash Cotton Index of over 550 RMB a ton
last week was due to spinners in East China reducing
their bids for Xinjiang cotton. Some spinners were even

E N J OY T H E G R E AT F E E L O F
1 0 0 % A L L - N AT U R A L C O T T O N

E X PA N D I N G C O T T O N C O N S U M P T I O N I N A N E W S U P P LY C H A I N F O R G R O W E R S

F I EL D TO CLOS ET™

N ASHBR OU GH COT TO N™
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Against this backdrop you have a record volume of
unsold imported cotton held in bonded warehouses,
and approximately 2.7 million bales that inventory
needs to find a home. In July, an additional 163,549
tons (751,425 bales) of cotton was imported, and these
inventories are all adding up.
The RMB/USD exchange rate ended the week at a new
low of 7.1562. At that rate, the September ZCE cotton
futures contract and Cotlook A Index, adjusted for VAT
and 1% import tax, are at par. This means there is no
incentive to import. Then there is the fact the domestic
market is flooded with cotton. New crop harvest is
beginning and will accelerate over the next 30 days,
while fresh Chinese demand does not exist.
The trade front is quite mixed, with Hong Kong
entering the week very much on edge. The Hong Kong
government arrested key pro Hong Kong organizers
on Friday, and Beijing appeared to add military
equipment to a military style police vehicle suited for
riot control. There was also talk of the Hong Kong
government using a colonial era law to declare martial
law. As the October 1st 70th anniversary of the People’s
Republic of China nears, the risk appears to increase.
A mishandling of the Hong Kong situation by Beijing
not only has the potential to bring an end, or certainly
a long halt, to trade talks, and significantly bolster
President Trump’s call for companies to pull out of
China. It could also marshal most of the EU to join the
US against China. We continue to see Hong Kong as
a very important link for US/China and textile/apparel
trade. Today, one major business group told its clients
to consider moving their headquarters to Singapore
and Bangkok as a Hong Kong replacement, implement
plans for evacuating Hong Kong personnel, stop using
Hong Kong arbitration clauses, move funds from Hong
Kong Banks (HSBC shares closed the week near 52
week lows), and avoid trips to Hong Kong for fear of
Beijing arrest in retaliation. This is very serious and
changes the landscape, and the textile/apparel trade
will be at the center of that change.

hold steady, which switched the price advantage back
to US styles. The size of the Brazilian crop has been
slightly reduced, and the quality has been reduced from
last year, which has served to support the Middling 1
1/8 basis. The discounts for lower-grade 1 3/32 styles
are increasing. Demand remains a major concern, as
recession fears continues to increase, as do worries
over Brexit, which appears likely to be without an
agreement. The Euro slid to the lowest exchange
against the USD since April 2017.

The process that will cut off the flow of funds to
Chinese companies has started This process will
eventually lead to these companies being forced to
delist from the US Exchanges if they do not follow
the same reporting rules as US companies. One of
the large Chinese firms recently released unaudited
financial statements because the exchange has granted
exemptions to Chinese companies, and because Beijing
has cited state security in not allowing US audits.

As we have mentioned before, the market has
discounted much of the bad news, and the next
direction will depend on Hong Kong, the trade talks,
and the performance of the Chinese market. If the
Chinese domestic price continues to fall below the
international price the unspeakable might occur – talk
of exports. The size of the financial burden from the
unsold stocks is now a problem that may be solved

For the moment, Brazilian exporters have attempted to
raise the CFR basis that has allowed US basis levels to
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with a Reserve purchase. If not, the need for cash will
accelerate as new crop begins to move. This and the
volatile situation in Hong Kong will be a very important
feature in the near-term. It remains shocking to believe
that Hong Kong, the beacon of Capitalism in Asia, is
under threat. The trade issue remains very uncertain.
Since the call last week for the US companies to pull
out of China, it has been revealed that the US President
has the power to do just that under the Emergency
Powers Act of 1977.
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Again, as we have discussed before, this bear market
in Cotton is void of a key price at which support is
expected. The issue is confidence, and that appears
no nearer to returning than it did six months ago.
The major exporting textile/apparel supply chains
must relocate, and that process has yet to begin in
any meaningful way. The Hong Kong situation is
one of the catalysts to accelerate that change. Until
stability returns, we see cotton prices remaining on the
defensive.
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