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1t COTTON PRICES

Govt meets stakeholders today
as industry seeks ban On exports

SANJEEB MUKHERJEE AND SHINE JACOB
Now Delniffhennai, 10 May

As the government once again sits
with stakeholders on Wednesday to
find & way out of high cotton prices
and the impact they are having on
downstream industries, here is a look
1t Lhe major issues surrounding them
'\h',\'pilc import without duty.
What has been the price spike? _
Theprice of cotton has more than dou-
Dled Lo around ¥95.000 per candy (356
Kb up from about 248,000 during the
Bevinning of this scason in October.
Eaerm gate raw cotton prices have risen
b a sivable amount. '

Why did the price spike?

Alower than estimated domestic har-
vesteinereased international rates, rise
in demand from varn makers due tothe
acdition of new spindles, ete.

The Centre had initially estimated
Sotton prduction in 2021-22 to be
arounid 36.25 million bales (1 bale =170
ke, while traders were estimating it to
e much lower at 33-3-1 million bales
because of rain and pest attacks.

In its second advance estimare, the
lizure 31 million bales was put out.

Demand and supply
Cotton consumption this year is
axpected to be around 35 million bales,
thouszh some traders said it could be
arotiid 358.5 million bales.,

Then the cotton c]nnm" stock at the
¢ind of ‘the current season is expected to
be around 1.3 million bales after
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accounting for 4 million bales of export.

This is lower than the minimum of
4.5 million bales required at the end of
any cotton season and thus puts
further pressure on prices. However,
by March 2022, the pipeline stocks had
further declined and prices Nared up
due to fears of supply disruption on
account of the Russia-Ukraine war.

Globally too, the US Department of
Agriculture has lowered estimates of
world cotton production and also
India’s. That apart, international cot-
ton prices are high also due 10 a mis-
match in demand and supply. The
benchmark ICE cotton contract has
consistently staved above 100 cents
per pound for several months.

How did the governmentrespond?
The Centre in April 2022 waived cus-
toms duty on cotton till September 30.
However, there was little respite as col-
ton yarn manufacturers raised prices
by 240 per kg for various categories of
the commodity.

The international market too fac-
tored in the duty cut and raised prices,
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thereby negating LhL impact.

Garment units in Tirupur have
decided to go on strike for six davs
between May 16 and 21 due the rise
in cotton yarn rates. i
What has been the impacton
downstream industries?

According to the Spinners Asauucumn
(Gujarat) and industry players in Tamil
Nadu, mills have recluced cotton con-
sumption and yarn output by.30-40 per
cent. According to mdus[r\; pmyem
spinners in some parts of the country

are making a loss 01‘{3'()-40 17erjl'<_~4.

The finance minister assures help®
The tinance minister on Monddy said
due to the higher prices of cotton wnd
cotton yarn, the government was look-
ing at the option of Cotton Corporation
ol India selling the cotton it pmuuul
directly to textile mills.

There has been a demand for a ban
onh export of cotton from lndmf





