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Report Highlights:

Post estimates cotton production at 28.9 million 480-Ib bales in marketing year (MY) 2020/21 on an
area of 12.9 million hectares. The pace of sowing is 3 percent higher than last year, and was completed
well ahead of time, barring a few southern states. While government agencies have been able to offload
stocks at a fast pace, a significant portion of unsold stocks remains in the market. Exports of cotton and
cotton products are improving as mill operations return to normalcy. Over the past few weeks, the
Government of India abolished a number of textile boards including the Cotton Advisory Board, which
is responsible for developing the country’s cotton supply and demand estimates.

THIS REPORT CONTAINS ASSESSMENTS OF COMMODITY AND TRADE ISSUES MADE BY USDA STAFF AND NOT NECESSARILY
STATEMENTS OF OFFICIAL U.S. GOVERNMENT POLICY




Production, Supply and Demand Data Statistics:

Cotton 2018/2019 2019/2020 2020/2021

Market Begin Year Aug 2018 Aug 2019 Aug 2020

India (I)J f?"llziil New Post (I)J f?"llziil New Post (I)J f%lzle New Post
Area Planted - - - - - -
Area Harvested (a) 12,600 12,600 13,300 13,300 13,200 12,900
Beginning Stocks 9,225 9,225 9,314 9,314 19,214 17,664
Production 25,800 25,800 30,500 29,300 29,700 28,900
Imports 1,800 1,800 2,300 2,300 1,000 1,000
MY U.S. Imports - - - - - -
Total Supply 36,825 36,825 42,114 40,914 49914 47,564
Exports 3,511 3,511 2,900 3,250 4,900 4,000
Use 24,000 24,000 20,000 20,000 22,500 23,000
Loss - - - - - -
Total Dom. Cons. 24,000 24,000 20,000 20,000 22,500 23,000
Ending Stocks 9,314 9,314 19,214 17,664 22,514 20,564
Total Distribution 36,825 36,825 42,114 40,914 49914 47,564
Stock to Use (b) 34% 34% 84% 76% 82% 76%
Yield (¢) 446 446 499 480 490 488

Figures in Thousand 480-1b Bales,
Except Where Indicated: (a) Thousand Hectares, (b) Percent, (c) Kilograms/Hectares

Area and Production

Post estimates India’s cotton production at 28.9 million 480-1b bales (37.1 million 170-kilogram bales/
6.29 MMT) for marketing year (MY) 2020/21, due to lower harvested area at 12.9 million hectares.
Post’s area estimate is 300,000 hectares lower than the official USDA estimate. According to the
Ministry of Agriculture and Farmers Welfare’s (MOAFW) August 21, 2020 report, the overall cotton
planting for Kharif2020 season reached 12.77 million hectares, three percent higher than last year, and
four percent higher than the five-year average. Barring a few southern states where there is limited scope
for late winter planting, most of the sowing has been completed well ahead of time.

Intense Rainfall over the Next Five days
According to Indian Meteorological Department (IMD), the southwest monsoon remains active, and
fairly widespread rains are likely over central and northwest India. Heavy rainfalls are expected during
the next five days (Aug 26-30) over the Vidarbha region (Eastern Maharashtra), Gujarat, Madhya
Pradesh, and Eastern Rajasthan. Significant rainfall has already occurred during August in the major
cotton growing states of Gujarat, Maharashtra, Telangana, Andhra Pradesh, and Karnataka. According
to the latest advisory issued by the Agricultural Meteorology Division of the IMD, farmers have been
issued advisories to arrange for proper drainage in standing crops, and recover cotton plant from excess
moisture stress. The prevailing continuous rains and cloudy weather is congenial for the incidence of
wilt in cotton, so certain fungicides have been recommended for the application in the states of Gujarat,
Telangana and Maharashtra. Farmers in the northern state of Punjab and Haryana are advised to
regularly monitor the cotton crop for incidence of Whitefly. The prevailing weather is highly favorable



http://agricoop.nic.in/sites/default/files/CWWG%20Data%20as%20on%2021.08.2020.pdf

for the development and multiplication of white fly population in cotton. In addition, heavy rainfall
followed by bright sunny days can result in parawilt incidence in cotton, as such, certain fungal foliar
application has been recommended.

Fourth Advance Estimate

On August 19, 2020, the Ministry of Agriculture and Farmers Welfare (MOAFW) released the fourth
advance estimates of production of major crops for MY 2019/20. Their cotton production estimate for
MY 2019/20 is 22.4 million 480-1b bales (35.4 million 170-kilogram bales/ 4.9 MMT). The fourth
advance estimate has lowered production by two percent from its third advance estimate issued on May
15, 2020. Since the abolition of the Cotton Advisory Board (CAB) this month, the MOAFW production
estimate is the only official cotton production. Historically, the three, five and ten year moving-averages
indicate that MOAFW advance estimates of production have been ten percent lower the CAB production
estimates. For more details, please refer - Fourth Advance Estimates of Production of Commercial Crops
for 2019-20

-
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SUBDIVISION - WEEK BY WEEK DEPARTURES (CUMULATIVE)
Period :01-06-2020 To 26-08-2020

MET. SUBDIVISION

A & NISLAND
ARUNACHAL PRADESH
ASSAM & MEGHALAYA
NMMT

SHWB & SIKKIM
GANGETIC WEST BENGAL
ODISHA

JHARKHAND

BIHAR

EAST UTTAR PRADESH
WEST UTTAR PRADESH
UTTARAKHAND

HAR. CHD & DELHI
PUNJAB

HIMACHAL PRADESH

JAMMU & KASHMIR AND
LADAKH

17 |WEST RAJASTHAN

18 |EAST RAJASTHAN

19 |WEST MADHYA PRADESH
20 |EAST MADHYA PRADESH
21 |GUJARAT REGION

22 |SAURASHTRA & KUTCH
23 |KONKAN & GOA

24 |MADHYA MAHARASHTRA
25 |MARATHWADA

26 |VIDARBHA

27 |CHHATTISGARH

28 |COASTAL AP and YANAM
28 |TELANGANA

30 |RAYALASEEMA

31 |TN PUDU and KARAIKAL
32 |COASTAL KARNATAKA
33 N | KARNATAKA

34 |S. | KARNATAKA

35 |KERALA & MAHE

36 |LAKSHADWEEP
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Arrivals

As of August 25, 2020, MY 2019/20 cotton arrivals as reported by the Cotton Corporation of India have
reach 26.5 million 480-1b. bales (34 million 170-kilgram bales/ 5.8 MMT). Based on the production
estimate of the Cotton Advisory Board (CAB), 94 percent of the crop has arrived in the market. Local
industry estimates cotton arrivals to be higher by 5-6 percent.

MSP Procurement and Stocks

As of the end of June, the total amount of stocks held by government agencies was estimated around
10.15 million 480 1b. bales (13 million 170-kilogram bales/2.21 MMT). During July and August, the
Cotton Corporation of India (CCI) conducted successful e-auctions, and sold around 4.3 million 480 Ib.
bales (5.5 million 170 kg bales/935,000 MT). Trade sources indicate that almost 80 percent of the sales
have been to the mills, and an additional 1.56 — 1.95 million 480-1b. bales (2-2.5 million 170-kg
bales/425,000 MT) is expected to be sold by the end of September. While mills and traders have been
stocking up cheap Indian cotton, unless these stocks are reflected in consumption/exports, they are
effectively changing hands and would still be accounted as mill/trade stocks, therefore the stock position
doesn’t change much

CCI plans to export cotton bales

The CCl is in discussions with the State Trading Corporation of Bangladesh to finalize an agreement to
facilitate exports and sell between 1.17-1.95 million 480-1b. bales (1.5-2.5 million 170-kg bales) of
Indian cotton to Bangladesh. Trade sources indicate that the agreement may include terms to export
current MY 2019/20 stocks procured under the minimum support price (MSP), and possibly stocks from
MY 2020/21, as there is increasing likelihood of another MSP program next year. Based on a five-year
moving average, the share of Indian cotton in Bangladesh imports is around 25 percent, equivalent to
1.64 million 480-1b. bales (2.1 million 170-kg bales/357,000 MT). According to MY 2019/20
preliminary trade data, India has already exported 1.95 million 480-Ib. bales (2.5 million 170-kg
bales/425,000 MT), roughly 28 percent share of Bangladesh’s total imports. This year’s shipments are
the highest in the past ten years. According to the trade contacts, if CCI is able to export directly, with
attractive pricing and flexible payment terms due to inter-government arrangements, it will effectively
displace the shipments from private Indian traders, and not necessarily increase India’s import share in
the Bangladesh market.

Consumption

Post estimates MY 2020/21 cotton consumption at 23 million 480-Ib bales (29.45 million 170-kilogram
bales/5S MMT). This estimate is 500,000 bales higher than the official USDA estimate. The outlook for
the domestic retail sector remains weak, however, recent mill buying at CCI e-auction indicates that
mills are taking advantage of discounted cotton available in the market as exports for yarn and fabric
improve. Indian ex-gin prices remain 8-10 cents lower than Cotlook A-Index, one of the cheapest in the
world. Nevertheless, mills continue to face operational issues with respect to migrant labor and rising
Covid-19 cases at factory premises, leading to high compliance costs and operational disruptions. For
the month of June 2020, the quick estimates of Index of Industrial Production (IIP), indicate that the
textile manufacturing sector witnessed 54 percent negative growth in production volume as compared to
June 2019 highlighting the ongoing contraction due to COVID-19. Cumulatively, Indian fiscal year
2020/21 (Apr/June) witnessed a 73 percent decline as compared to 2019/20. It should be noted that the
monthly index of production has been rising steadily from April onwards. For more details please refer
to Quick Estimates of I[IP June 2020.



http://mospi.nic.in/sites/default/files/iip/iipJune20.pdf

Trade

Post estimates MY 2020/21 exports at 4 million 480-1b bales (4.48 million 170-kilogram bales/760,000
MT). Post’s estimate is almost 900,000 480-1b bales lower than the official USDA estimate. Post
anticipates that a large crop, massive exportable supplies, and increased competition will continue to
keep prices suppressed. Trade sources expect a large volume of shipments during the first half of MY
2020/21 between August to November as government agencies and traders try to offload the large stock
inventory. Post analysis indicates that July raw cotton export shipments were 14 percent higher than
previous month. Bangladesh, was the top export market with 57 percent share of shipments by volume,
followed by Vietnam (14 percent share) and China (12 percent share). More than 50 percent of the
shipments in July were exported from the Mundra port in Gujarat.

Provisional trade estimates published by the Ministry of Commerce indicate that exports of cotton
yarn/fabrics/made-ups, handloom products are up by 7.44 percent (by USD value) in July 2020 as
compared to the same period last year. The cumulative value of exports between April-July fell by 32.44
percent, compared to same period last year. Similarly, exports of readymade garments of all textiles are
down by 22.09 percent in June from last year. The cumulative value of exports from April — July fell by
54.66 percent compared to the same period last year. The impact of COVID-19 outbreak has not spared
exports of man-made yarn/fabrics/made-ups either, as they are down by 22.33 percent in July from last
year. However, in terms of volume, both cotton yarn and cotton fabric exports are showing positive
month-on-month growth albeit starting at a very low base. It should be noted that exports of raw cotton,
cotton yarn, fabric and other products are steadily increasing and showing signs of recovery since April.
However, the rate of recovery to achieve exports similar to pre-lockdown levels will likely be gradual
and is estimated to take at least two quarters due to slow recovery in retail demand.

Post estimates MY 2020/21 imports at 1 million 480-1b bales (1.28 million 170-kilogram bales/218,000
MT). Post’s estimate is same as the official USDA estimate. The nine percent depreciation of the Indian
rupee since August 2019, has made imports very expensive. Post expects only higher grades of cotton to
be imported. Post analysis indicates that July raw cotton imports were 56 percent lower than the
previous month. During July, the top cotton suppliers were from Mali (34 percent share), United States
(25 percent) and Mexico (20 percent). Mills in Southern India preferred to use cotton from Mali, while
the cotton from the United States and Mexico was imported mostly by mills in Northern and Central
India. Almost 75 percent of the shipments were imported into India through Tuticorin Port in Tamil
Nadu.

Policy

In late July/early August, the Government of India (GOI) has abolished various Textile Boards in line
with its vision of “Minimum Government and Maximum Governance”. The Boards which have been
abolished include: Cotton Advisory Board (CAB), All India Powerloom Board, All India Handloom
Board, All India Handicrafts Board and Jute Advisory Board (JAB).

Cotton Advisory Board Abolished

On August 10, GOI published a resolution to abolish the Cotton Advisory Board (CAB), a
representative body comprised of government officials and industry stakeholders. Founded in October
1950, the CAB has been reconstituted numerous times to include relevant stakeholders, and is
responsible for developing the country’s cotton supply and demand estimates, which greatly influence



the local market. The abolition of CAB left a vacuum in the development of official cotton estimates. It
is not clear which Ministry (Agriculture or Textiles) will now take the lead in developing and publishing
estimates. Trade sources indicate that Ministry of Agriculture and Farmers Welfare (MOAFW) may take
the lead as it already publishes the advance estimates of area and production. However, no clear
indication has been given on what direction GOI may take.



Table 1.

India: Kharif 2020 Cotton Sowing Position (area in hectares)

State 2020/21 as of | 2019/20 as of Normal Y-0-Y | Change from
August 20, August 20, Area Change Normal
2020 2019

Andhra Pradesh 524,000 545,000 645,000 -4% -19%
Telangana 2,372,700 1,761,600 1,726,200 35% 37%
Gujarat 2,273,400 2,628,700 2,632,200 -14% -14%
Haryana 737,000 701,000 641,200 5% 15%
Karnataka 663,000 494,700 658,400 34% 1%
Madhya Pradesh 644,000 610,000 585,200 6% 10%
Mabharashtra 4,184,400 4,363,600 4,153,200 -4% 1%
Odisha 167,800 169,500 138,000 -1% 22%
Punjab 501,000 402,000 320,600 25% 56%
Rajasthan 672,100 644,500 523,800 4% 28%
Tamil Nadu 8,300 6,600 157,400 26% -95%
Others 21,600 27,100 46,200 -20% -53%
All India 12,769,300 12,354,300 | 12,227,400 3% 4%

Source: Ministry of Agriculture and Farmers Welfare, Government of India
**Normal Area is the five-year average during 2014 through 2018

Table 2. India: State monthly wholesale prices for seed cotton in August 2020
(Prices in Indian Rupees per 100 kilograms)

Prices, Prices Prices, Change (Over | Change (Over
State August, Julv. 2 0’2 0 August, Previous Previous

2020%* ¥ 2019 Month) Year)
Andhra Pradesh - - 6,012 0.0% 0.0%
Gujarat 4,250 4,124 5,876 3.0% 3.0%
Haryana - 4,800 5,780 -100.0% -100.0%
Karnataka 4,739 4,608 5,457 2.9% 2.9%
Madhya Pradesh - - 4,631 0.0% 0.0%
Mabharashtra 5,247 5,249 5,850 0.0% 0.0%
Odisha - - 5,590 0.0% 0.0%
Punjab - - 6,243 0.0% 0.0%
Rajasthan 4,716 4,586 5,612 2.9% 2.9%
Tamil Nadu - - 5,865 0.0% 0.0%
Telangana 4,263 - 5,300 0.0% 0.0%
Average 4,587 4,561 5,551 0.6% 0.6%

Source: Directorate of Marketing and Inspection, Ministry of Agriculture and Farmers Welfare
**Arrivals reported for the period from August 1, 2020 - August 23, 2020




in August 2020** (in metric tons)

Table 3. India: State Seed Cotton Arrivals in market yards

State Market Arrivals Market Arrivals Change (Over Previous
August, 2020 August, 2019 Year)
Andhra Pradesh 2,019 306 561%
Gujarat 4,632 1,519 205%
Haryana - 1,004 -100%
Karnataka 7,392 1,331 455%
Madhya Pradesh - 126 -100%
Mabharashtra 32 17 88%
Odisha 9 0 15000%
Punjab 129 230 -44%
Rajasthan 4,377 1,628 169%
Tamil Nadu 2,476 14,734 -83%
Telangana 1 - 0%
Total 21,067 20,895 1%

Source: Directorate of Marketing and Inspection, Ministry of Agriculture and Farmers Welfare
**Arrivals reported for the period from August 1, 2020 — August 26, 2020

Image 1. India: Weekly India Ex-Gin Prices vs. Cotlook A-Index from Aug 2016-Aug 2020
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Image 2. India: Weekly Indian Seed Cotton Prices vs Minimum Support Price (MSP)
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Table 4a. India: Estimate of 2018/19 Cotton Exports

170 kg Metric Tons 480 Ib.
August Exports 1\ 192,083 32,654 149,979
September Exports 1\ 96,376 16,384 75,251
October Exports 1\ 228,609 38,863 178,499
November Exports 1\ 653,622 111,116 510,351
December Exports 1\ 901,197 153,204 703,658
January Exports 1\ 689,854 117,275 538,640
February Exports 1\ 546,924 92,977 427,040
March Exports 1\ 703,311 119,563 549,148
April Exports 1\ 209,078 35,543 163,249
May Exports 1\ 136,122 23,141 106,285
June Exports 1\ 60,056 10,209 46,892
July Exports 1\ 79,969 13,595 62,440
Total 4,497,201 764,524 3,511,432

1\ Official total reflects estimates from the Directorate General of Foreign Trade, for Harmonized Tariff
Schedule code 5201 — raw cotton.

Table 4b. India: Estimate of 2019/20 Cotton Exports

170 kg Metric Tons 480 1b.
August Exports 1\ 75,378 12,814 58,855
September Exports 1\ 70,696 12,018 55,200
October Exports 1\ 109,627 18,637 85,597
November Exports 1\ 333,931 56,768 260,735
December Exports 1\ 605,902 103,003 473,091
January Exports 1\ 941,060 159,980 734,783
February Exports 1\ 561,519 95,458 438,437
March Exports 1\ 359,043 61,037 280,342
April Exports 1\ 33,792 5,745 26,385
May Exports 1\ 158,024 26,864 123,386
June Exports 2\ 429,412 73,000 335,286
July Exports 3\ 488,235 83,000 381,216
Preliminary Total (Aug-Jul) 4,166,620 708,325 3,253,313

1\ Official total reflects estimates from the Directorate General of Foreign Trade, for Harmonized Tariff
Schedule code 5201 — raw cotton.

2\ Preliminary official data from the Directorate of Commercial Intelligence and Statistics. These data
are subject to revision, but are considered a fairly reliable predictor of final official data.

3\ FAS Analysis



Table 5a. India: Estimate of 2018/19 Cotton Imports

170 kg Metric Tons 480 1b.
August Imports 1\ 153,248 26,052 119,657
September Imports 1\ 134,210 22,816 104,792
October Imports 1\ 87,296 14,840 68,161
November Imports 1\ 57,035 9,696 44,533
December Imports 1\ 59,322 10,085 46,319
January Imports 1\ 86,485 14,702 67,528
February Imports 1\ 85,275 14,497 66,583
March Imports 1\ 151,137 25,693 118,008
April Imports 1\ 177,345 30,149 138,472
May Imports 1\ 246,676 41,935 192,606
June Imports 1\ 408,421 69,431 318,896
July Imports 1\ 658,936 112,019 514,499
Total 2,305,387 391,916 1,800,055

1\ Official total reflects estimates from the Directorate General of Foreign Trade, for Harmonized Tariff
Schedule code 5201 — raw cotton.

Table Sb. India: Estimate of 2019/20 Cotton Imports

170 kg Metric Tons 480 Ib.
August Imports 1\ 974,913 165,735 761,216
September Imports 1\ 543,860 92,456 424,648
October Imports 1\ 360,272 61,246 281,301
November Imports 1\ 222,081 37,754 173,402
December Imports 1\ 124,683 21,196 97,353
January Imports 1\ 99,325 16,885 77,553
February Imports 1\ 96,118 16,340 75,050
March Imports 1\ 112,053 19,049 87,491
April Imports 1\ 86,721 14,743 67,712
May Imports 1\ 114,727 19,504 89,580
June Imports 2\ 116,312 19,773 90,817
July Imports 3\ 50,600 8,602 39,509
Preliminary Total (Aug-Jul) 2,901,665 493,283 2,265,631

1\ Official total reflects estimates from the Directorate General of Foreign Trade, for Harmonized Tariff
Schedule code 5201 — raw cotton

2\ Preliminary official data from the Directorate of Commercial Intelligence and Statistics. These data
are subject to revision, but are considered a fairly reliable predictor of final official data.

3\ FAS Analysis

Table 6: India’s Cotton Yarn* Exports by Month



(Figures in thousand Metric Tons)

Month/Year 2014/15 2015/16 2016-17 2017-18 2018/19 2019/20
Aug 94 117 66 79 108 67
Sep 98 112 77 99 98 66
Oct 101 106 76 98 97 78
Nov 125 105 103 111 95 89
Dec 125 115 129 116 92 91
Jan 113 104 132 87 91 103
Feb 119 100 103 95 100 91
Mar 122 112 89 118 117 73
Apr 104 105 66 106 89 18
May 99 94 65 109 76 58
Jun 103 92 78 117 58 99
Jul 118 75 71 101 59
TOTAL 1,321 1,237 1,055 1,236 1,080
*HS code: 5204, 5205 and 5207
Source: Directorate General of Foreign Trade, Ministry of Commerce
Table 7. India’s Cotton Fabric* Exports by Month
Figures in thousand square meters)
Month/Year 2014-15 2015-16 2016-17 2017-18 2018-19 2019/20
Aug 92,491 101,609 113,364 107,497 147,673 150,767
Sep 98,636 104,032 104,666 123,688 126,498 139,246
Oct 108,182 117,744 105,449 109,769 142,260 146,135
Nov 103,471 95,225 87,711 118,256 119,215 126,143
Dec 105,335 121,134 112,030 132,635 132,049 142,884
Jan 93,192 116,656 107,852 125,493 136,899 137,709
Feb 96,586 107,487 110,875 113,399 135,495 150,219
Mar 105,169 120,461 113,507 133,927 162,676 122,218
Apr 87,666 109,535 94,383 114,876 126,031 21,311
May 104,169 103,373 89,117 119,821 141,129 69,665
Jun 104,505 97,043 93,410 122,381 131,507
Jul 97,421 98,914 94,399 113,614 140,699
TOTAL 1,196,821 1,293,214 | 1,226,764 1,435,355 | 1,642,132

*HS code: 5208 and 5209
Source: Directorate General of Foreign Trade, Ministry of Commerce
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