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Costly Threads 
By HOLLY HENSCHEN   

Polyester and cotton costs go up, up, up. 

AS SVELTE MODELS CRANK themselves up and down the catwalks at the New York fashion 

show that starts this weekend, the cost of the clothes they're wearing could grow more outlandish 

than ever: Cotton and synthetic-fiber prices are stretching skyward. That's apt to continue as 

petroleum-based polyester and supply-squeezed cotton become more expensive to produce -- and 

demand rises. 

While there are no polyester futures to be traded, the demand for synthetic fabrics and cotton is 

interwoven. And a complex tapestry of market fundamentals has billowed cotton-futures prices. 

The March contract on ICE Futures U.S. closed at 68.1616 cents a pound Friday, up 0.4% on the 

week. In 2007, cotton cost 63.83 cents, up from 58.25 cents a year earlier. 

Reflecting a steep rise in crude-oil prices, polyester averaged 81.75 cents a pound in 2007, up from 

77.67 cents in 2006, says Alasdair Carmichael of PCI Consulting Group, a market-research 

company for petrochemical and synthetic fiber-related industries. 

Together, cotton and polyester account for nearly 80% of global fiber demand, analysts say. 

Polyester is the most commonly used synthetic fiber, and for now man-made fibers continue to 

command a premium to cotton. But shifts in income growth should push polyester past its natural 

cousin in market share as newly rich buyers look beyond humble cotton. Analysts believe cotton 

consumption and prices will reach record levels in 2008 -- in part because it has remained more 

affordable than polyester. 

In addition, U.S. farmers are likely to plant less cotton in 2008, boosting prices. Farmers last year 

abandoned cotton in favor of more profitable grains, and the exodus should continue, analysts say. 

Industry group Cotton Incorporated forecasts global mill demand to climb to a record 129.2 

million bales in 2008-'09. 
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For years, there was a substantial price gap between cotton and polyester, says economist Gary 

Raines of Cotton Inc. But the gap has quickly narrowed recently, as cotton prices have climbed 

faster than petroleum, leading analysts to examine factors outside of cotton's substitution for 

expensive polyester as a facet of demand, says Raines. The most important cotton-demand 

indicators are now growth in world population and in per-capita gross domestic product, along 

with consumer affinity for cotton textiles, Raines says. 

Investor interest in agricultural commodities has also picked up, with cotton seen as cheaper than 

sectors such as grains, notes Rabobank's Michael Whitehead, vice president of food and 

agribusiness research and advisory. 

"There are two types of people in the world who wear cotton: the very rich and the very poor," 

adds Whitehead. But emerging markets like India and China are gaining more access to 

synthetics, increasing demand for polyester, analysts say. 

And world income growth continues to support textile consumption, observes Hussein Allidina, a 

commodities analyst at Morgan Stanley. He also warns that 2008 U.S. cotton acreage is likely to 

shrink at least 10% to 15% from last year and surging demand -- a formula for ever-costlier 

threads. 

MARCH CONTRACT CRUDE oil skidded 2%, or $1.75 a barrel, on the week, to $88.96, on 

U.S.-economy worries. And March contract wheat hit an all-time high of $14.03, an 11% hike, on 

continuing supply tightness. 

KEY COMMODITY INDEXES 

CRB Group Indexes 2/1 Prev. Wk Yr. Ago 

CRB Futures 502.26 492.02 393.89 



Industrials 438.27 431.09 339.90 

Grain/Oils 458.16 450.99 281.11 

Livestock 311.35 296.96 302.85 

Energy 795.68 809.95 606.06 

Precious Metals 869.76 847.80 642.89 

     

Reuters/CRB 

DJ-AIG COMMODITY INDEXES 

DJ-AIG Indexes 2/1 1/25 YTD 

Commodity Fut 189.845 187.675 3% 

Total Return 375.602 371.138 3% 

Energy 254.877 261.097 -4% 

Petroleum 442.534 452.447 -8% 

Livestock 56.000 54.588 -3% 

Grains 74.668 73.284 7% 

Industrl Metals 205.145 196.010 8% 

Precious Metals 144.335 143.742 9% 

Softs 63.859 61.756 6% 

     

Dow Jones/AIG International 
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