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Unique Aspects of 2021 Rally

* Recovering demand for apparel

* Tighter 2021/22 U.S. ending stocks

* Inflation pressure in the U.S.

* Supply chain disruption/delays

* Stock market volatility and speculation purchase of cotton futures
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As a result, the global economy experienced a sharp drop in 2020, with a 3.5% drop in the global economy. Advanced economies suffered from an even higher decline in their economic activity, with a 4.9% drop in GDP. The January 2021 IMF report predicted that global GDP is projected to rise 5.5% in 2021, and it will reach back to the pre-pandemic level by the end of 2021. 

The recovery of these economic factors is largely contributed to the governments and central banks' actions all around the world. Aggressive and swift monetary, fiscal, and financial sector policies have helped prevent worse outcomes of the global economy. Without these massive policy supports, the economic situation would take a longer time to recover. 

However, the economic outlook remains uncertain. On the downside, growth could turn out weaker than expected if the virus surges, including the new strain found in the UK. The new strain is more contagious. It has since been detected in dozens of countries, including the United States. 


http://www.imf.org/external/datamapper/NGDP_RPCH@WEO/OEMDC/ADVEC/WEOWORLD
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Retail Sales: Clothing and Clothing Accessory

FRED ﬁ — Advance Retail Sales: Clothing and Clothing Accessory Stores
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Retail sales in clothing in the U.S. suffered from a 86% decline from the peak in April 2020 due to lockdowns. With the progress made in the vaccination rate in the U.S., economic activities resumed. The demand for retail sales in clothing recovered and exceeded the pre-pandemic level. 

(https://fred.stlouisfed.org/series/RSCCAS). 
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World Cotton Supply and Demand
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This graph shows the world cotton supply and demand situation. The red bar is the world cotton supply, and the black line is the cotton demand. There is a sharp decline in 2019/2020 marketing year associated with the Covid-19 pandemic. For the 2021 crop, global cotton consumer is forecast to continue increase to 123 million bales, 4.6 million bales above the production level, the third highest on record. The supply is lower than the demand, which created a shortage of cotton and that pushes the global cotton prices up. 
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Planted acres fluctuates according to cotton prices, when cotton prices or relative prices of cotton with other commodities are low, cotton acres drop. Harvested acres in the U.S. depends on the weather conditions during the season. The abandoned acres rise when weather conditions during the production season is not suitable for cotton production. Texas usually has high abandoned acres during dry years. U.S. average cotton yield is around 832 lbs. per acre for the past ten years. 
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U.S. Cotton Supply and Demand
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The blue line represents the U.S. cotton production. For 2021, U.S. upland cotton production is at 17.3 million bales. 
  
The orange line represents the U.S. cotton demands, which include exports and domestic use. U.S. cotton demand maintains at a relatively high level at 17.5 million bales. 
With the production a little bit lower than demand, the U.S. ending stocks for the current marketing year are expected to decrease to at a relative lower level of 3 million bales. This decline of ending stocks support the rise of cotton prices. 
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Global cotton stocks and prices
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Supply Chain Disruption

* Severe supply disruptions
which hinders our ability to
meet the consumer demand.

* Cost-push inflation occurs
when overall prices increase
due to increases in the cost
of wages and raw materials.
Higher costs of production
can decrease the aggregate
supply in the economy.
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If you did your Christmas shopping, you probably realized that this year was difficult to find Christmas gifts, supplies sold off very quickly. This is just one example of the supply chain issue. 
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Consumer Price Index

12-month percentage change

All items 6.8%
’ from November 2020 to
November 2021.
Food 6.1%
Energy 33.3%
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Source: U.S. Bureau of Labor Statistics.
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The latest data for Consumer Price Index raises 6.8% percent from November 2020 to November 2021, which is the largest 12-month increase since June 1982. Among which, energy prices rise by 33.3%, which energy commodities prices for fuel oil and gasoline prices raises by 59.3% and 58.1%, respectively. Natural gas prices rose 25.1 percent, and electricity prices rose 6.5 percent. All of these transfers into higher input costs for cotton producers, mean while cotton prices rose 35.5% from an average of 63.4 cents per pound in November 2020 to 85.9 cents per pound in November 2021. The price of apparel rose by 5%. 



Bales Classed through Crop Year Week
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The data for both Upland and Pima cotton comes from FAS’s Exports Sales Query System. The data was converted to percentage of total export sales to smooth out the difference due to various size crops over the years. The percentage for the current crop (2021/2022 crop) uses the USDA WASDE report export estimate of 15.5 million bales.  The weeks are based off the marketing year, which starts on August 1st.

Notes:  
Approximately 389,050 bales per week will need to be shipped to make the current 15.5 million bale export estimate.
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Speculative Buying Will Likely Be
Influential in Weather Market Situation
January 3, 2006 Through January 4, 2022
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Price Expected [Lower for 2022 Ciop

CTH22 (Mar '22) 120325 * Market anticipate easing on supply
CTK22 (May '22) 118.44s chain issues for the 2022 crop
CTNZ2 (Jul "22) 115.765

CTV22 (Oct "22) 104.15s

CTZ22 (Dec '22) 98.84s

CTH23 (Mar "23) 95.53s

CTKZ3 (May '23) 92.77s

CTMNZ3 (Jul "23) 90.10s
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Rise in Cost for Cotton Production in 2022

$1,200 $1,071
$91 9) /

S Assuming yield 1,200 pounds per acre for irrigated land and 750 5816
pounds per acre for dryland production, with the current costs,

$400 cotton producers would need to lock their prices at 89 cents
per pound for irrigated land production and 109 cents per

s pound for dryland production for breakeven.
Irrigated Land Irrigated Land Dryland Dryland
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Utilizing Precision Ag Technology Workshop

Precision Agriculture Technology

Training Needs Survey

(| College of Agricultural &
“ Environmental Sciences

7/ UNIVERSITY OF GEORGIA

Learn more about irrigation, precision planting,
sustainability, economics and field demos.

Lunch provided

March 29, 2022 March 31, 2022
Albany Statesboro
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Thank youl

Questions?

Feel free to contact me:

Yangxuan (Serinna) Liu

(229) 386-3512

Funding supported by:
Georgia Cotton Commission

Cotton Incorporated

GEORGIA

COTTON
COMMISSION
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Thank you so much for listening. I will rape up now. Great appreciate Georgia Cotton Commission and Cotton Incorporated for their funding support of my programs. Feel free to contact me if you have questions. 

mailto:aziehl@uga.edu
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