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Risk Management for the US Cofion
Farmer: Sirategies for Today's
Market

appens now




2008

FI rst Wave Of C h aos @CTZ09 - Weeky ICEUS L=70.79 049 0.70% B-=46.00 A=70.81 0=C.0C Hi=0.00 Le=0.00 V=0 Mov Avg Exponzntial (Close3,0) 70.00 Mov Avg Exponzntal iClose 6,C) 59.14 Mov Avg Sxponential (Close,18,0) 65.92 Nov Avg Exponentia (hgh 34,0) Mov Avg Exponertial (low,4.0) o

ICE futures moves to
electronic trading

Cotton swings 56 cents
in 8 %2 months

Specs ran the market
past any reasonable
fundamental price

In the midst, ICE
changed margin
requirements to synthetic
futures prices with no e acnsian . N
warning WANYLAWAYAN VA AVARY /AJ\\Nf\%/q\// Aavald

Reletive Vigor Index (10)

Futures and cash
divorced

Less than two years
later, cotton back into 70
cent range
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2010

CTZ11 - Weeky ICEUS [=93.50 190 2.07% B=0.00 A=0.00 0=0.00 Fi=0.00 Lo=0.00 V=0 Nov Avy Expenential (Close,3,0) 9215 Mav Avg Exponential (Close,6,0) 9414 Mov Avg Exponzntial (Close,18,0) 10020 Mov Avg Exponential (high34,0) Mov Avg Exponentia (low, 34.0)

Second Wave of Chaos

Fundamentally/panic
driven market over $2

85% of the cotton crop
was contracted when this
rally began

Farmers felt betrayed

Stachasiic Slow (High Low Close 8,3,3.1,2080) 2141

Mills jubilant because

great demand at any f\ ] M /\/\\J\ "
price //\\/\v \ /AM v . \ /\v/ \M/J a
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MerChantS Squeezed Relative Vigor Index (10) 10

060

Cotton was under $1 by
the summer of 2011
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SQUEEZED FROM BOTH SIDES
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HEADLINES




RITORNEY PLAYGROUND

dlion In default contracts,
and farmer defaults

ides are still
ALie for years




"Arbitrations
should be the last
resort, not the
first," said Paul
Ruh, a cotton
consultant. "The
cotton market is
built on honesty,
integrity and
mutual trust—
long-lasting
relationships. This
has gone away."
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"It destroys people's
confidence in these
markets," says Neal
Gillen, former
executive vice
president of
American Cotton
Shippers Association.
The industry has
been shaken, he
says, by "the sheer
amount of the losses,
the audacity of the
buyers, their feeling
they can just walk
away."
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Broken Promises

- W '

Cotton bols burst from a ”
cotton plant before

harvesting In a field of fair

trade organkc cotton near

Benvar, Burkina Faso

“#s of Aug. 20
Source; International Cotten Association
The Wall Street bournal 1933 90 ‘97 o4
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Broken Promises

Numbers of companies in the

cotton market that ‘defaulted’ by
ignoring arbitration decisions

‘¢ 00 02 ‘4 06 ‘08 10




Risk Management Keys
FOr Farmers

gtracts
option
0t to finalize loans




Risk Management Keys
For Merchants

gants are requiring 5 to 10% in
il|s

farmers
t in cotton purchased




Now For Our Future...

Delivery point in Dallas

Speculators follow
same rules as Trade

Loan chart updated




a
Z
O
>_
LLI
af
a
Z
<

kmerritt@cropmarkdirect.com

|ICE rules offer no
surprises in the midst
of chaos

Some form of world
contract

Develop niche
markets

Entire supply chain
working together to
help return our price
discovery tool




RANEW PARADIGM HAS ARRIVED
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Thank You

kel Merritt

AgnAarkernerwork.com




