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COTTON SA MARKET REPORT AS AT 1 MARCH 2017

A

ccording to The International Cotton Advisory
Committee (ICAC) the Chinese government is
expected to start sales from its cotton reserves this
month. Assuming a similar volume as last year is
sold this year, Chinese cotton stocks will decrease
by 17% to 9.3 million tons
in 2016/17, accounting for
53% of world end stocks.
However, the ICAC expects world ending stocks
outside of China to grow
by 7% to 8 million tons in
2016/17, which could
place downward pressure
on prices towards the
middle of the year.
The ICAC forecasts a 2%
increase in world cotton
production for 2017/18
mainly due to an expected increase in planted
area. Cotton production in
India, the world's biggest
cotton producer is projected to rise by 2% to 5.9
million tons. China's cotton production may also
increase by 2% to 4.8 million tons, which would
represent
the
first
increase in 6 years.
According to the ICAC
this will however greatly
depend on whether a subsidy is provided this year.
Despite an expected 9%
increase in area planted
to cotton in the USA this
year, due to high cotton
prices relative to competing crops, production is
forecast to rise by only 1%
to 3.7 million tons, as a
result of the higher abandonment rate assumed at
12%.

The ICAC expects world cotton consumption to
remain stable at around 24 million tons in 2016/17
as well as in 2017/18. China has long been the
world's largest consumer of cotton, however, its
consumption and share in the world total declined
continuously from 2010/11
to 2015/16, when it
reached 7.4 million tons.
While its mill use is forecast by the ICAC to grow
by 2% in 2016/17 and by
1% in 2017/18, its world
share of cotton consumption is likely to remain at
30% due to expanding mill
use in other countries
such as Bangladesh and
Vietnam, where cotton
consumption is expected
to respectively rise by 6%
and 7% in 2017/18.
The ICAC expects world
cotton trade to expand by
3% to 8 million tons in
2017/18 with Bangladesh
and Vietnam remaining to
be the world's two largest
cotton importers, accounting for a third of the world's
cotton
imports. The
United States is expected
to remain the world's
largest cotton exporter
with exports forecast to
rise by 5% to 2.9 million
tons in 2017/18, which
would account for 36% of
world export volume. Cotton exports from India, the
world's second largest
exporter, are projected to
grow by 3% to 990 000
tons in 2017/18.

-2Estimated world supply and demand for cotton
for the 2015/16 season and projections for
2016/17 and 2017/18 (seasons beginning
1 August):

A Index and global stocks-to-use ratio (China
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Average Cotlook A Index prices and corresponding South African “cotton prices”:
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cotton
futures
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1 March 2017 (settlement prices):
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New York JULY cotton futures as at the beginning
of each week:
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Local outlook

A

s far as the local outlook is concerned, the
2nd estimate for the 2016/17 production year
indicates a total crop of 75 040 lint bales, up
48% from the previous season. RSA dryland
hectares are up by 320% mainly due to the
availability of cotton stripper harvester
technology
which
was
successfully

demonstrated under the Cotton Cluster. About
73 040 lint bales are estimated to be produced
from RSA grown seed cotton, up 45% from the
previous season. The balance of 2000 lint bales
relates to expected Swaziland produced cotton
to be ginned by the Swaziland gin.

