World cotton price and
consumption trends

A bright future 1s predicted
for the international cotton
industry in a recently
published report. Growth
will be fuelled mainly by
developments in China and
other Asian countries, says
the report.

World cotton prices have rocketed by
almost 680% since the 1992/93 season
following poor harvests in China and
Pakistan. The result has been disruption
to fibre markets and textile makers world
wide. However, world cotton supplies will
improve over the next few years. Already
high prices are encouraging farmers
round the world to grow morea cotton,

Better supplies will mean a fall in
cotton prices in 1995/96, but the decline
will be only temporary. By 1896/97 prices
will start to pick up again and then climb
steadily towards the end of the decade.
Although prices are unlikely to reach the
high levels seenin 1993/94 and 1994/95,
they will nonetheless be high enough to
keep production growing.

These are among the findings of
World markets for cotton: forecasts to
2000, a new report from Textiles
Intelligence published in association with
the Economist Intelligence Unit. By the
1989/2000 season, the report predicts,
cotton production will exceed 100 mitlion
bales (22 million tonnes) for the first time
as growers respond to firm prices, and
as countries such as China, India and
Pakistan start to overcome endemic
probiems of pests and disease.

Cotton consumption has boomed in
recent years as environmental concern
has grown, and as consumer tastes in
developed counties have shifted back
towards natural fibres. However, the
ability of cotton to capture a greater

share of the world fibre market has been
limited by inadequate supplies and high
prices. Last year the share of natural
fibres hit an all-time low in the world fibre
market. One of the biggest blows to
world cotton supplies has come with a
series of disappointing harvests from
China, traditionally the world’s biggest
producer. Chinese output peaked in
1984/85 at 28.7 million bales. But the
1893/94 harvest was a mere 17.2 million
bales. Raw material shortages have
closed textile mills across China and the
country has been forced to import large
amounts of raw cotton and synthetic
fibres.

The cotton shortfall in China is due in
part to poor administration in the country
and weak prices. But the Chinese crop
has also been plagued in recent years by
boliworm infestations, which have proved
resistant to pesticides. Short-term
solutions in China include better
government incentives and a switch to
more resistant but lower-yielding
varieties. Aiso, cultivation is being shifted
to regions in China that are not affected
by pests.

Little improvement in Chinese output
is expected in the medium term. But in
the long term China has shown what it is
capable of achieving, and so
considerable potential exists for future.
For 1999/2000, the report predicts,
China could be turning out a record 22.5
million bales — almost a quarter of world
output.

Meanwhile, China is having to buy
large amounts of cotton from the USA to
keep its textile milts in production. US
growers have been highly responsive to
changes in market conditions, switching
from other crops as world prices have
soared. The result has been a record
harvest for 1994/95.

By the same token, US output will fall
as prices soften. Also, the US recovery
that is expected to follow will be only
modest, as prices firm towards the end
of the decade. The onus will thersfore be
on countries such as China, India and

Pakistan to help fuel the expected boost
in the world cotton market towards the
year 2000.

The boost to the cotton market will
come as usage recovers in Eastern
Europe, and as new entranis such as
Bangladesh and Vietnam increase their
cotton consumption rapidly.

Furthermore, demand for cotton will
grow as the quotas that have rastricted
textile and clothing exports from
developing counties to Westarn markets
are phased out over ten years under the
GATT Uruguay Round agreement. In
fact, demand for cotton will grow more
rapidly then demand for other fibres, the
report predicts, as much of the
expansion in textile and clothing exports
to newly opened markets in Western
Europe and North America will come
from the largely cotton-based industries
of the Indian subcontinent, and from
East and South-East Asia.
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