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CHINA’S DOMESTIC
MARKET AWASH WITH
UNSOLD COTTON

BRAZILIAN CFR BASIS
LEVELS FIRM

BANGLADESH COTTON
USE UNDER PRESSURE

ISSUE NO. 1035

UNHEDGED CROPS A
THREAT TO PRICES

US/CHINA TALKS RESCHEDULED AFTER
CHINA ANNOUNCEMENT

T

he markets were abuzz after China made a
surprise announcement that Vice President Le Hu
will visit Washington in October to resume US/China
trade talks at the highest level. The fact that China
made the announcement triggered a high degree of
optimism, because up until now President Trump has
announced most trade meetings via twitter. China’s
statement followed the first concession by the Hong
Kong government, as it announced it had withdrawn
the extradition bill. China also indicated that low level
detail discussions will occur before the Washington
meeting. The trade talk news from China triggered a
risk on wave of buying across equity and commodity
markets. The announcement also helped stabilize the
RMB/USD exchange rate, which had weakened to 7.18
and appeared ready to create serious problems for
Chinese companies. Chinese companies face record

USD debt payments over the next year, and defaults
on this debt are becoming a major concern. Chinese
companies in 2019 have already failed to make interest
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The listing of Chinese firms on US exchanges has raised
several issues. First, national security is a concern as
many of the firms have state ownership. The second
concern regards investor risk. Both of those issues are
highlighted in the listing of Yangtze River Port and
Logistics LTD on the NASDAQ exchange. According
to the listing documents, the company has a very
convoluted ownership structure.

and principal payments of 4.4 billion USD on private
bonds.
Credit is becoming another major issue for Chinese
companies, and there is a move underway in the US
to force Chinese companies listed on US exchanges to
agree to the same financial disclosures and auditing
requirements as US firms. Currently, Chinese companies
have been allowed to list on US exchanges, but they
still have not been forced to follow the same audit
and financial oversight as US and listed firms from
other countries. This has occurred as the exchanges
were privatized and became driven by profit and
shareholder value. Publicly listed companies are subject
to oversight from the Public Company Accounting
Oversight Board (PCAOB), and they have reported that
Chinese companies so far have raised 1.2 trillion USD
worth of funds in the US. They have raised concern
that these equity raises are supporting the large stateowned companies. The PCAOB also reported that 11 of
the companies had over 30% state ownership. Senator
Mark Rubio introduced a bipartisan bill to require all
Chinese-listed companies to meet the same accounting
requirements as other firms listed on US exchanges. He
is also seeking to ban US pension funds from investing
in Chinese firms with state ownership.

Yangtze River Development Limited is a Nevada
corporation that operates through its wholly owned
subsidiary Energetic Mind Limited, a British Virgin
Islands company, which holds 100% capital stock of
Ricofeliz Capital (HK) Ltd., a Hong Kong company
that holds 100% capital stock of Wuhan Yangtze
River Newport Logistics Co., Ltd., a wholly foreignowned enterprise formed under the laws of the People’s
Republic of China that primarily engages in the business
of real estate and infrastructural development with a
port logistics center located inWuhan, Hubei Province
of China. Situated in the middle reaches of the Yangtze
River, Wuhan Newport focuses on a large infrastructure
development project implemented under China’s latest
“One Belt One Road” initiative and is believed to be
strategically positioned in the anticipated “Pilot Free
Trade Zone” of the Wuhan Port, a crucial trading
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question of whether an agreement will be reached that
once again opens cotton and agriculture trade is at the
forefront. An important follow up question would be, if
the duty was lifted just how much US cotton could be
imported? The 2019/2020 Chinese cotton harvest has
started, and the commercial trade is holding a record
inventory of unsold cotton. Moreover, Xinjiang ginners
are holding 1.3 MMT of unsold 2019 crop, and 56% of
this cotton is expected to be 1 1/8 staple and longer,
and the balance 1 3/32. The PCC and others are also
holding a sizeable volume of unsold stocks. The PCC
is believed to have succeeded in selling a block of
old crop stocks recently that was discounted down to
the level of the ZCE futures. Nearly 600,000 tons of
imported cotton is held in bonded warehouses and
unsold. Collectively, over 3 MMT of cotton remains
outside the Reserve and for sale from motivated sellers
who have accumulated sizeable losses. In addition,
imports have lost their price advantage, as imported
cotton and domestic cotton are near par. Only the
discounted US old crop lots are cheaper, but that is
before the duty. The price parity has brought new
import business to a halt due to the present lack of
commercial incentives and the weak demand.

window among China, the Middle East and Europe. To
be fully developed upon completion, within the logistics
center, there will be six operating zones: port operation
area, warehouse and distribution area, cold chain
logistics area, rail cargo loading area, exhibition area
and business-related area. The logistics center is also
expected to provide a number of shipping berths for
cargo ships of various sizes. Wuhan Newport is expected
to provide domestic and foreign businesses direct access
to the anticipated Pilot Free Trade Zone in Wuhan. The
project will include commercial buildings, professional
logistic supply chain centers, direct access to the Yangtze
River,Wuhan-Xinjiang-Europe Railway and ground
transportation, storage and processing centers, and IT
supporting services, among others.

If a successful trade deal is negotiated, any buying of
cotton will have to come from the Reserve, which has
been quiet as it has continued its small daily auctions.
The Reserve appears to be facing pressure to provide
an outlet for the old crop inventories in order to relieve
their financial pressure. However, the power of the
state makes a purchase of imported cotton possible.
The biggest positive from any real trade agreement
would come from the impact it would have on
restoring confidence to the domestic textile and apparel
sector.

Without the standard audited financials, any investment
in this company would be very risky, and such an
investment is providing funds to help the Chinese
Communist Party to reach its One Belt/One Road and
Free Trade Zone objectives. In 2018, it offered 100
million USD worth of common stock, and since then
its shares have fallen by more than 98%, from 12.44
a share to the current .47 cents. In the last financial
reporting documents it reported no operating Income.
In May, it received notice from NASDAQ that it would
be delisted citing the following reasons:

The polyester raw material market was generally stable
last week, with polyester staple fiber remaining near
46-47 cents. Cotton on the ZCE reacted positively to
the resumption of trade talks and posted 440 RMB a
ton gains, about 2.79 cents a lb. Viscose fiber prices
moved lower. One troubling issue looming in the
petrochemical markets is the new capacity that will
come online in the fourth quarter of 2019. These
plants were built without any regard for economics.
New MEG coal plants are coming online, even though
the current plants are operating at 55% capacity. The
involvement of state-owned companies in this sector
is also preventing any plant closures due to economic
or financial considerations. This scenario is happening
across most Chinese industries. For example, there
is an inventory glut of household appliances created
by a decline in domestic sales 11 out of the past 12
months. Consumer demand has weakened as market
penetration is reaching 90% or more in some products.

“(i) the Staff believes the Company participated in
a scheme to artificially support its stock price; (ii)
the Staff believes that the Company made false and
misleading statements in its press releases and to the
Staff; and (iii) the Staff believes that the Company failed
to make any significant progress towards executing its
business plan since listing more than two years ago.”
These issues raise a lot of questions and show just how
slack the exchange’s regulations have become.
As the countdown to the trade talks get underway, the
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with much of it related to the Swine Flu epidemic. Pork
rationing has begun, and prices are now estimated to
be increasing 1.07% per day. This has caused panic by
meat importers to buy Australia beef, with orders for
80-100 containers being placed from multiple suppliers.
Videos taken from cell phones have surfaced on social
media of customers fighting over the limited pork
supplies available. These conditions are impacting
apparel sales as well as many other products. The
fear is that shortages of meat could ruin China’s very
important National Day celebration on October 1st. On
Friday, China cut domestic interest rates to boost the
domestic market.

Exporters are now attempting to clear their excess
inventory by dumping product in other markets.

China Household Debt

There are increasingly significant problems for the
Chinese domestic market as a result of the slowdown in
consumer spending. It has been reported that China’s
household debt expanded to 47 trillion RMB (6.5
Trillion USD) at the end of 2018, representing a 140%
gain in five years. The debt is now slowing consumer
spending. Food inflation is another problem having
a major impact on discretionary consumer spending,
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MANY OBSTACLES TO AN AGREEMENT REMAIN
agency, lowered the credit rating for Hong Kong from
AA+ to AA, citing the damage done by the unrest and
Beijing’s reaction.

Hong Kong unrest September 1, 2019

H

ong Kong remains a tinderbox, with the August
31st–September 1st weekend protest the most
violent thus far. It should be remembered that Hong
Kong is one of the major centers of world trade,
banking, and finance, as well as a major tourist and
event destination. Organizations have begun to cancel
trade shows and events, such as the postponement of
the Hong Kong Jewelry and Gem Fair, which draws
more than 60,000 attendees. Investment banks are
canceling events and making plans to switch operations
if China invades or further interferes. Alibaba was
forced to postpone its 15 billion USD secondary listing
in Hong Kong. Hotels and restaurants are operating
at 50% capacity, and retail sales have fallen by 30% or
more. The important tourist traffic from the mainland
is down sharply. Banks are issuing profit warnings,
with the Bank of East Asia reporting first half of 2019
profits had fallen 78%. Momentum is building in the
US for major sanctions, revoking of trade status, and
a breakdown of any trade agreement if Hong Kong
increases its violent measures. It remains to be seen if
the move to remove the extradition bill was part of a
wider effort to calm conditions or is being used to calm
conditions ahead of the October 1st 70th anniversary,
with plans for strong actions to resume after the
celebrations.

Taiwan is now moving into the spotlight due to fears
that Beijing will attempt to create or invent a reason to
invade and force a Taiwan reunification as a means of
drawing attention away from China’s economic issues.
This has naturally raised new anxiety, since such an
event could result in a China/US war, given that the US
has a treaty to protect Taiwan. The Huawei problem
remains, and the US Congress has made it much more
difficult for Trump to provide China with any relief
on Huawei. Huawei was an important obstacle to the
earlier talks.
The situation in Xinjiang and the persecution of
Christians remains in the headlines in the US, and the
“Boycott China” campaign is getting more attention as
additional groups join in the effort.

The move by Hong Kong executive Lam to withdraw
the extradition bill has had mixed reactions. Two days
earlier, a leaked audio recording of her remarks in
a closed-door meeting became the talk of the town,
prompting all sorts of speculation about her intentions
and the implications of her speech. In the recording,
Lam can be heard telling a group of businessmen that
she blamed herself for igniting Hong Kong’s crisis, and
saying she would quit if she had the choice, explaining
that she has to serve two masters at the same time –
the people of Hong Kong and Beijing. Fitch, the rating

Xinjiang concentration camps with forced labor

There is no indication that China has given up in its
goal of reshaping the global order. In a recent speech,
5

SEPTEMBER 9, 2019

JERNIGANGLOBAL.COM

Xi Jinping used the word struggle 60 times in what
appeared to be a message aimed at both a domestic
audience and the US administration. The speech by
the Chinese leader reiterated their resolve, and went
on to say China would never give up on its key values
and would not change its business model. This speech
certainly did not contain any words of hope that China
was ready to meet US demands on the role of state
companies and regarding intellectual property rights.
Xi has also gone to great lengths to make Mao the
center of the party, despite the million that died at
his hand. In addition, the Mao doctrine also commits
China to maintaining the State Company model at
all cost. It is the state model that has caused much
of the overcapacity that is haunting many industries.
The damage being done to the global economy by
this overcapacity has now become a national security
concern for other countries, which has set a major
course for contention.
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for Ag products, has a shortage of USD, has the
largest free stock on cotton in decades, much weaker
cotton demand, and companies are moving supply
chains. Even if a deal is reached, our faith in it being
executed is very low. The US has not launched any real
innovative alternatives for Agriculture trade, especially
for cotton. First, we still have not heard of any action
to take China to the WTO for its violation on placing a
duty on US cotton that was protected if it was imported
under the 894,000 ton annual quota, or any action on
the Xinjiang Cotton subsidies that violate the WTO
agreement. This silence is amazing but continues, and
it is providing the impression to Beijing that it can still
push conditions back to where they were on June 1,
2018. There is speculation that the move by China to
highlight the renewed talks is linked to China seeking
to take pressure off the RMB/USD exchange rate and
to increase confidence in its domestic economy. Both
were accomplished by the announcement. The RMB
pulled back from plunging to new lows, and the domestic
market rallied. China is actively pulling out all the stops to
create a positive mood for the Oct 1 celebrations. We fear
that is all that is at play for the moment.

As we have discussed many times, we do not expect
a trade deal to be reached that can withstand any
test of time. China has changed its sourcing patterns

BRAZILIAN BASIS HOLDS FIRM DESPITE CROP SIZE

B

in both Bahia and Mato
Grosso are expected by
CONAB to be below those
of last season.

razilian traders continue
to give the impression
the crop is well sold and
are holding the CFR Asia
basis firm. The FOB basis
with farmers is also firm,
as growers resist selling
additional supplies at current
price levels. The Brazilian
spot price, the ESLAQ Index
of a 31-4-35 landed at Sao
Paulo, fell to a low of 58.77
on September 2nd and
recovered to close at 60.00
on September 5th. This took
the index to a new low for
the season and within 100 points of the ICE futures
contract on the same day, marking a new seasonal low.
The Real has continued to strengthen against the USD,
reaching near 4.0625. Harvest is rapidly advancing and
is now over 90% complete in Mato Grosso. Yields have
been below expectation, as has quality. Few 1 5/32
lots have been noted in comparison to last year when
a block of the crop reached 1 5/32 and strict middling
color grades. In August, CONAB forecast the 2019 crop
would reach 2,665,000 tons (12.245 million bales),
while the USDA has the crop at 12 million bales. Yields

The first volume of the crop
was committed, which has
kept pressure from being felt
on either the CFR or FOB
basis so far in the season.
In addition, domestic mills
were poorly covered and
have been taking up the
uncommitted stocks as they
arrive. Growers sold forward
the first arrivals and have
been reluctant to sell into the price weakness that
prevails. This has kept the FOB basis firm at 300 points
or more on Dec, and growers selling interest around
500 on. As Dec futures moved below the 58/59-cent
level, most traders and merchants have raised their
selling basis from 25-100 points in the 1 1/8 staple
lots, with 1 3/32 remained offered aggressively. The
standard Middling 1 1/8 offer for October through
March shipment is presently in a range of 900 up
to 1200 points on December and March shipment.
Middling 1 3/32 offers are now at a much wider than
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normal discount at 700 to 850 points on December and
March. A few Strict Middling 1 1 /8 offers are still in
circulation, but overall most merchants have withdrawn
Strict Middling offers.

ISSUE NO. 1035

has been overestimating ending stocks, which may
explain the lack of panic from merchants. Nonetheless,
Brazil will face a record carryover going into the
2019/2020 crop, and will not be able to store the
unsold stocks for long given the damage that the cotton
will suffer stored under tarps in open lots.

The 12 million plus bales crop suggest the basis should
experience pressure when the final crop is ginned
and moves into the marketing channel. One issue that
might explain why merchants feel they can attempt to
raise the CFR basis is that Brazilian estimates of their
ending stocks are much lower than the USDA. ANEA,
the Brazilian Cotton Exporters Association, estimates
ending stocks at 1,650,000 tons (6.956 million bales)
for 2018/2019, CONAB at 6.891 million bales, and the
USDA at 11.993 million bales. Even if adjusted to make
the calendar years match perfectly, it appears the USDA

The Amazon fires appear to be more important than the
Xinjiang concentration camps, persecution of Christians,
or the situation in Hong Kong to some brands and
retailers, as one large Fast Fashion group announced
it was boycotting all purchases of Amazon leather
because of the Brazilian handling of the Amazon fires.
That may seem like a stretch, but it made the headlines
nonetheless and raised fears of such efforts expanding.

BANGLADESH SHIPMENT DELAYS RAISE FEARS
OF PENDING DEFAULTS

B

angladesh exports
of apparel in July
reached 3.310 billion USD,
up 10% from a year earlier.
This should be providing
the conditions for robust
cotton consumption and
a vibrant supply chain.
However, that is not
the case, as it appears
exporters still have no
pricing power and are
suffering from the price
deflation now prevailing
at retail. Moreover, illegal
imports of Chinese
fabric have undercut local yarn and fabric producers.
Currently, the Bangladesh market is experiencing a
postponement of cotton import shipments, a delay in
the opening of letters of credit, and the prospect that a
large number of contracts made at very high prices will
never be fulfilled. The largest problem is with a record
volume of unshipped contracts of US cotton. A total
of 541,500 running bales of US upland cotton remains
sold to Bangladesh but is unshipped, while a total of
261,900 running bales were carried forward into the
2019/2020 season. These sales were made at very high
prices – CFR value of 85 cents or higher – and are more
than a year old. These sales are likely to be canceled,
and the cancelations will cause major issues. The
merchants that made the sales do not appear to have
any hedge cover, having lifted the hedge some time
ago. This means today they have the loss on the books

of the mill, but at some
point the real loss that
they hold will have to be
recognized by the trader
and merchant. The mill
will face arbitration via
the International Cotton
Association, and possible
blacklisting if he fails to
pay the compensation.
The dispute has impacted
trade with Bangladesh.
Demand for US styles is
very light, while small
sales of West African and
Brazilian have continued.
The same problem is showing up in other markets
in which large shipments of high-priced cotton have
not been completed. Indonesia has open contracts
for 645,700 running bales of US cotton, which is not
unusual. However, 430,300 running bales were carried
forward from last season and were made some time
ago at very high prices. These sales are in doubt as well
and will likely be canceled. Merchants are attempting
to work with spinners in any way possible to make the
sales work. So far, cancelations have not been reported
in the volume expected by the USDA. Merchants
are reluctant to report for fear of sparking a greater
volume of defaults. In the latest USDA weekly cotton
export sales report, it appeared that Mexico may have
moved unshipped 2018/2019 sales to 2020/2021 and
2021/2022, and that they have not yet registered the
7
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cancelations. Mexico carried 219,400 running bales of
2018/2019 upland sales into 2019/2020. In the latest
USDA report, it purchased 180,000 bales for 2020/2021
shipment and 120,000 bales for 2021/2022 shipment.
Forward sales of that volume are unusual and quite
large for a million-bale import market. Thus, this

ISSUE NO. 1035

activity suggests the old sales will be canceled and new
sales were made, which allowed the spinner to spread
the higher prices over future seasons. We continue to
expect nearly two million bales of US 2018/2019 sales
that were carried forward to be canceled and replaced
with future sales in many cases.

INDIAN COTTON ACREAGE IS NEARING
12.5 MILLION HECTARES

I

ndian farmers have now planted close to 12.5 million
hectares, with 2.664 million of that total in Gujarat.
After a difficult start, the entire cotton belt has now
received near normal or above normal monsoon rains.
Gujarat has experienced a complete reversal from the
worst drought in years to excessive rainfall across the
entire state, including Saurashtra. Private estimates of
the crop are all over the board. Domestic cotton prices
have fallen to the lowest level of the season at 72.50
US cents a lb., ex-gin for a S-6 1 1/8. This, however,
remains at a large premium to international values. No
Indian merchant has yet to offer new crop for export at
competitive prices.
Indian export shipments in 2018/2019 reached 764,429
tons, which was down from 1,127,170 tons the previous
year. Bangladesh was the largest market at 267,240
tons, followed by China at 224,545 tons. Imports
reached 391,916 tons, making Indian net exports the
smallest in recent years.

US CROP MOVEMENT SLOW AS HARVEST BEGINS TO EXPAND

T

he US harvest is expanding, and 424,894 bales have
now been classed from the 2019/2020 crop. All this
volume has been from Texas, and the quality has been
excellent and yield has been good. The quality of the
South Texas crop has been the highest in several years,
with the crop mostly 11/21 color grade, 1 1/8 staple
length, and premium mike and good strength. FOB
basis levels have firmed slightly but remain very weak
at 525 points off October for a base grade. There is
little of the crop falling to this level. A 21-2-36 is trading
at par, with October harvest expanding.

Damage from the hurricane was light, as the storm
failed to move inland. Hot, dry conditions over much
of the belt are moving the crop rapidly toward harvest.
Growers have very little sold forward, and most
cotton is moving into the CCC loan. The expiration of
the 2018/2019 loans is occurring, with 208,054 bales
expiring in September. The Adjusted World Price for the
week ahead is 51.57 cents, which reflects a .43 cents
loan deficiency payment.
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US E/MOT OLD CROP (2018/2019) REMAINS THE
CHEAPEST IN THE WORLD
600 points on. The US carried over five million bales
of old crop into the new crop season, and this cotton
is accumulating carrying charges. Less than 600,000
bales of the carryover remains in the CCC loan. Only
a portion these charges are reflected in the Futures.
Thus, merchants are increasing the discount for old
crop stocks. The poor quality of the 2018 US crop has
kept the premium for Green Card offers near records.
A Green Card Memphis/Eastern 31-3-36 2018 crop is
offered for the same shipment period at 1200 points on
Dec, or a 450-point premium to the type offer.
New crop offers for November/December are carrying a
small premium, with January/March now at a discount.
This is reflecting the expected shipment rush for the
period. The most aggressive E/MOT Type Middling
1 1/8 offer is now at 975 points on for November/
December. This reflects the most aggressive offers, with
some as high as 1100 points on Dec. Green card E/
MOT 31-3-37 are offered at 1375-1500 points on Dec
for November/December, and at 1200-1400 points on
for January/March shipment.

U

S merchants have carried a large volume of unsold
stocks of the 2018/2019 US crop forward into
the 2019/2020 season. These stocks are being offered
at heavy discounts. The popular E/MOT SM 1 1/8 is
offered at 800 points for September shipment, and
Middling at 750 points on Dec. SLM 1 1/8 is offered at

ICE FUTURES CONTINUE TO BE TRAPPED IN NARROW RANGE

O

of the funds are now driven heavily by the AI system
that takes direction from the headlines and tweets. It
appears the funds will not expand its shorts unless the
trade provides the initial selling.

n Friday, the Dec ICE contract experienced an
outside range day (59.86/58.00), as the market
fights to find a new direction. As we have discussed
in previous weeks, the market has returned to fiveyear lows and has discounted much of the initial
bearish reaction to the loss of China to general US
imports and the weaker overall Chinese demand. For
the moment, the greatest support is coming from the
lack of producer selling from most origins. In the US,
most new crop is moving into the CCC loan. If the loan
deficiency payment increases to an economic level,
that may change. In Brazil, the early shipments were
forward sold, and growers have not panicked to sell the
remaining crops. The African Franc Zone origin-selling
basis is very firm, as the selling organizations remain
cautious. The Merchant CFR basis is at its strongest
level in years. Indian prices remain at a premium to
international values, and new crop will experience a
higher MSP. This lack of selling has allowed merchants
to attempt to raise the CFR basis and lead to limited
trade selling. The ICE trade net short remains at record
levels. The Spec element has limited new selling amid
the support provided by the lack of trade selling. Many

ICE Cotton Futures monthly chart 25 years

The market faces several new influences in the
weeks ahead. The greatest negative is the volume of
9
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unhedged position, and the fact that, for the first time
on record, the trade net short position hardly exists as
the harvest period gets underway. The entire global
trade, including Chinese traders, expected the status
quo to be restored and have not been major seller
as prices collapsed. This lack of hedging has been a
major concern and remains one. Spinners generally are
buying hand-to-mouth. The extended sales in the US
weekly export sales report is believed to be linked to
moving unshipped 2018/2019 US sales into the future
seasons. The entire textile supply chain is unsettled,
and the deflation in apparel prices remains a big
negative. Another is the polyester staple fiber price and
the new capacity that will come online in the fourth
quarter. Economic weakness is also a major concern
outside of the US market.
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not prepared for this battle, as inadequate research has
been done for performance issues to be addressed.
In the near term, the outside range session suggests
that a close above 60 cents for a few sessions might
mean a short-term rally. We would expect that rallies
will mean new trade selling, just as it did on Friday. For
the stability to continue, a stabilization of the Chinese
market will be required. A close below 5800 would
suggest that a new downward leg in prices is likely.
ZCE cotton futures in China are just above record lows,
Dec ICE has returned to close to cotton’s five-year low
of 55, which was reached on July 3, 2016. Theses price
levels would suggest any new downward price pressure
would mean dramatic conditions are arriving. We
continue very concerned about the unhedged global
crop and the overcapacity of China. Price deflation is
a major concern for cotton and the apparel industry.
For this to end, the overcapacity in China must be
permanently closed. This will take dramatic conditions
that have not yet been reached.

The Chinese/US trade talks have provided support
and have caused some optimism from Chinese traders.
Conditions remain very difficult for any long-term
agreement to be reached. An invasion of Hong Kong
would likely end all chance of an agreement, along
with new disengagement. Demand outside of China
is weak, and fears of an economic slowdown remain.
In Europe, economic data continues to suggest slow
growth or possible contraction, and the UK Brexit
remains a fear, with a new election now likely that
could bring the socialist (Labor Party) to power. They
have campaigned on new socialist programs, including
asset seizure. The Chinese economy is weak, and this
was confirmed by the interest rate cut last week. Cotton
is under assault at retail. Late last week, Lululemon
announced its latest earnings and said its menswear
sales surged 35%, suggesting this category, which is
very important to cotton, is now in danger. Cotton is

The cotton trade is very depressed now, as is the
textile/apparel sector. Conditions will improve at some
point. The lack of biodegradability and microfibers
will end the reign of polyester and man-made
petrochemical fibers. The price level of cotton and
many agriculture crops suggests difficult conditions for
acreage in the 2020/2021 and forward periods. Lower
acreage and greater use will bring the return of a better
outlook. Innovation, new supply chains, and research
can reduce the duration of the downturn. Even today,
when cotton is under attack, all the competitive fibers
continue to try to be like cotton. For cotton, it all occurs
in nature, which is an excellent asset for the future.
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