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managed to halt the decline and produced a minor corrective bounce. The short-term price volatility has
decreased, but this has had no effect on the opt

historically high levels. The March 2009 contract returned to a modest discount vs. the May 2009 contract for
the first time since the beginning of December. The open interest has not undergone any major changes
since the second half of November and appears to have found a floor at around current levels.
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Outlook T The USDA December report was bearish, but the ending stocks figure was somewhat lower than
generally anticipated by the commercial sector. However, without the help of the substantially weaker U.S.
dollar, the cotton futures market may have reacted negatively to the report. So far, cotton futures have failed
to penetrate any significant resistance levels and the down sequence from the June highs still looks as
unfinished. On the other hand, the U.S. dollar appears to have placed a (short/mid-term) top in November vs.
the other major currencies and a period of lasting weakness may unfold. If this is the case, then it may at
least prevent cotton prices from falling much further and staying at very depressed levels over a prolonged
period of time.
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USDA figures as per December 11th, 2008 (Million 480-pound bales)

U.S. Production and Consumptioni USex port figures dleswn by 7006000
2006/07 2007/08 2008/09
Beginning Stocks 6.07 9.48 (9.48) 10.04 (10.04)
Production 21.59 19.21 (19.21) 13.61 (13.53)
Consumption 4.94 4.61 (4.61) 4.30 (4.40)
Exports 13.01 13.65 (13.65) 12.25 (13.00)

USDA/World Production and Consumption i No major surprises, as the USDA cuts world consumption by
almost 3 million bales, slowly adjusting figures to dealityd

2007/08 2008/09
Beginning Stocks 62.81 (62.83) 61.35 (61.40)
Production 120.54  (120.59) 11156  (112.87)
Consumption 123.39 (123.37) 116.59 (119.33)
Ending Stocks 61.35 (61.50) 58.77 (57.40)

USDA/Major Cotton Countries i USDA cut Chinese consumption by 1.5 million bales.

Production Consumption
2007/08 2008/09 2007/08 2008/09
China 37.00 (37.00) 36.50 (36.50) 52.00 (52.00) 49.50 (51.00)
India 24.60 (24.60) 24.00 (25.00) 18.30 (18.30) 17.50 (18.00)
United States 19.21 (19.21) 13.61 (13.53) 4.61 (4.61) 4.30 (4.40)
Pakistan 8.90 (8.90) 9.40 (9.00) 12.40 (12.40) 11.80 (12.00)
Central Asia 8.35 (8.35) 7.42 (7.58) 1.63 (1.58) 1.68 (1.61)
West Africa 2.46 (2.42) 2.53 (2.60) 0.19 (0.19) 0.19 (0.19)
Turkey 3.10 (3.10) 2.30 (2.30) 6.20 (6.20) 5.00 (5.20)
Brazil 7.36 (7.36) 5.80 (6.25) 4.60 (4.60) 4.40 (4.40)

China 1 Prices of physical cotton have remained stable during the week under review, whereas ZCE May09
contract gained 1.2 %. According to the latest data published this week, textile exports dropped in November
for the 3" consecutive month. However, on a year to year basis they are still up by 2.7 %. Purchases for the
state reserves surpassed the 1.0 million ton mark. The government decided to continue buying and
extended the target from 1.22 to 2.72 million tons. Buying of foreign cotton is basically restricted to those

mills still having limited import quotas expiring by the end of this month. The focus is on high grade US and
Australian cotton warehoused in China.
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