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Nov 27 Nov20  change %-change ICE Cotton Futures, Mar09 contract
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NYK Futures i Futures did the same as for the past few months - following equity markets, but after another
multibillion dollar rescue package from the US Government to the upside for once. The weak U.S. dollar and
general economic bullishness observed this week in almost all markets pushed cotton prices higher, although
physical demand remains close to non-existence. The March contract made its two weeks high, entering the
important resistance area of 46.00 i 47.00 c/lb. However, the fact that the open interest kept on declining
makes us believe that the upside move was largely pushed by short covering.
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Outlook i The strong correlation of the cotton futures with the stock markets has been confirmed even more
by the corrective action this week. As long as the macro economic situation does not improve and consumer
demand is lacking, cotton will not go back to its own fundamental pattern.

Cotton charts show biggest up-move since beginning of the market collapse in August. Despite this
correction, the main trend remains negative.
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U.S. crop - Harvesting in California, Texas and the Eastern states has picked up well in the reported week.
More seasonal, less ideal weather conditions prevail lately and delays field activities.

As of November 23, 73 % of the total cotton crop is harvested, compared to 64 % last week, well behind last
y e a B0 but only little behind the five year average of 76 %. In Texas, 53% harvested, compared to last

y e ar 6% andtbe five year average of 60 %. As of November 20, 7604406105
1706899 bales of US Pi ma71&woofthempanccatioreis téndeeable. d.5. average d .

staple is improving further to 35.5/32 inches and an excellent strength of 29.7 GPT is reported. Bark is the
cause for growing concern in West Texas, in spite of the overall good fiber characteristics.

India T When talking about the cotton market these days, there is not much similar of what it has been a
year ago. The same can be said about India. A much higher Minimum Support Price (MSP) introduced by
the government previous to this season brought private ginning close to a standstill. CCl is running the show,
being obliged to buy at the MSP no matter the costs. While initial estimates forecasted the maximum CCI
procurement capacity to be around 5 mio local 170 kgs bales, it is now clear that this humber can be
anything above. In view of the election in February 2009, there will be little political will to change the rules.
CCl is said to have procured so far around 1.5 mio local bales, roughly 80 % of all purchases. No limit can
be seen as of yet for CCI to buy the majority of the 2008/09 crop. However, this will largely depend on the
Finance Minister6 s d e,avhoswill bave to sign the final check for such extended government purchasing
action. Amid this scenario, rumor of a smaller crop are arising. However, we think that such assumptions are
largely influenced by lower arrival figures at the private ginning factories. The local textile mills are choking;
power cuts, high domestic prices and a general lower demand for textile products due to the financial crisis
are taking its share. There is increasing believe that local consumption will not remain at the same as in the
previous year, but fall. Not only cotton is concerned by the economic slowdown. Lower export demands in all
industries are reflectedi n f orm of congested ports, full wi t h
seemed to help decreasing FOB prices last week, but with a generally weaker Dollar the rupee went again
well below the 50 mark. The stock and foreign exchange markets remain close, due to the barbarous
terrorist attacks in Mumbai.

China i The ZCE ha}s further strengthened this ZCE Cotton Futures, Jan09 contract
week, closingat1 16340 RMB/ tomms,| up 2.6 %

a week ago. Daily purchase for the state reserve 14000
is continuing to have its desired effect and the teely ; 13500
government already promised to buy more cotton, "L”%Lq | 13000
should prices fail to go up once the accumulative . *,ﬁt TR 12500
purchases reach 2/3 or '5”'1' 12000
aimed total quantity. The government took further i' | R 11500
measurements to stimulate the market by cutting il l““llll} 11000
interest lending rates by 1.08%. This is the fourth fl izzzz

reduction since middle of September, but the
biggest one in over ten years. It looks more
certain than ever before that the issuance of the
TRQ import quota will be delayed until late
February 2009.
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The information in this report is provided solely for informational purposes and should not be regarded as a recommendation to buy, sell or otherwise deal in any particular
investment. Private customers should not invest in these products unless they are satisfied that the products are suitable for them and have sought professional

advice. All information in this report is obtained from sources believed to be reliable and we make no representation as to its completeness or accuracy. The information
may have been acted upon by us for our own purposes and has not been procured for the exclusive benefit of customers
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