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HTS’s Top Cotton Outlook Points HTSCommodities ‘TP

1.

A Division of HilltopSecurities.

US Planted Acres. Estimated US total cotton acres are forecast to decline
from market year (MY) 22/23 to a 7 year low of 10.9 ma as planting corn
and soybeans makes greater financial sense.

Relative global economic can support cotton demand. Unemployment
in the US is at a historic low. China is emerging from strict COVID
lockdowns. EU is estimated to miss a recession. These can help support
apparel and textile demand.

US Climate. Transitioning from La Nina to an ENSQO neutral or to a mild El
Nino can help enhance US cotton yield objectives.

Blacklisted Chinese cotton. Strict traceability standards by G-7
governments and moratoriums on cotton produced in Xinjiang increases the
demand for US cotton.

Global production challenges can be supportive. The compression in
global “clean cotton” production, ex-China, combined with the discount the
Cotlook A Index can reinforce US cotton’s demand structure.

Crude oil futures prices are to be respected. The strong historical
relationship between cotton and crude futures is to be respected.

MEMBER: FINRA/SIPC/NYSE/NFA | All Rights Reserved | © 2023 Hilltop Securities Inc.



US Planted Cotton Acres (million acres) HTSCommoditics TP

A Division of HilltopSecurities.

Domestic planted cotton acres are compressing as corn/soy is more profitable.
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US El Nino — Southern Oscillation (ENSO) Forecast HTSCommodities TP

A Division of HilltopSecurities.

Neutral to mild EI Nino ENSO cycle can help support US cotton yields.

Official NOAA CPC ENSO Probabilities (issued Feb. 2023)
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Global Cotton Production (Ex-China) HTsc_-ommoditiesm

A Division of HilltopSecurities.

Production of “clean cotton” continues to decline which reinforces
demand for US cotton exports.
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China As Percentage of Global Stocks HTSCommodities TP

A Division of HilltopSecurities.

The demand for “clean cotton”, non-Xinjiang produced cotton,
increases the country’s reliance on imports.
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US Exports As Percentage Of Supply HTscOmmoditiesm

. ADivision of HilltopSecurities.

US cotton has been dependent on global exports and price competitiveness
to stimulate disappearance. Blacklisted Chinese cotton hastens the demand.
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US Cotton Basis (Prompt Ice Futures — A-Index) HTSCommodities ‘TP

A Division of HilltopSecurities.
At the current basis US cotton is buying export demand.
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U6 Unemployment Is Historically Low HTSCommoditics ‘TP

A Division of HilltopSecurities.

Strength of the US labor market is a positive for apparel and textile demand
which can support cotton values.
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Cotton Futures & WTI Futures HTscOmmodiuesm

A Division of HilltopSecurities.

Synthetic fiber values and broad macro economic sentiment helps with causality
between crude oil futures and cotton futures.
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US Cotton (million bales) HTSCommodities @

A Division of HilltopSecurities.

Low ending stocks helps support local cash and US futures prices.
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Key Cotton Takeaways HTSCommod|t|esm

1.

of HilltopSec

MY 23/24 will see smaller planted US cotton acres as corn and soybeans
assume a larger portion of the US acreage pie.

Strength of the domestic economy can help with apparel and textile demand
which can stimulate cotton export demand and futures prices.

Strict traceability standards combined with Xinjiang cotton bans is a positive
for US cotton demand by Asian textile mills.

The causality between NYMEX WTI futures and ICE Cotton futures should be
respected and monitored.

July'23 fair value: $82.65 - 84.20/ba. December’23 fair value: $83.50-
84.25/ba.

We believe that the fundamental construct for MY 23/24 calls for an active and
rigorous approach to hedging.

At HTS Commaodities we use the prevailing fundamentals to help clients identify
proper risk mitigation strategies for their business.
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Why Choose HTS Commodities? Our Data Driven Approach.

How We Can Help

Familiarization
and overview
of hedging
objectives

Communicate goals, objectives and
VISION

Applied
machine
learning to
help analyze
and model
prices

Mathematical to create price
projections

HTSCommoditiesm

A Division of HilltopSecurities.

HTSCommodities m

A Division of HilltopSecurities.

Collaborative
assessment

ldentify the greatest risk exposure
to price volatility

Data
Visualization

Easy-to-understand graphics to
complement the analytical process
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Qualitative &
quantitative
assessment of
key exposure
points

J60-degree assessment of active
markeis

Strategy
delivery and
execution
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HTSCommodities HTSCommoditiesm

A Division of HilltopSecurities.

HTSCommaodities brings together commodities specialists with decades-long experience, superior industry
knowledge and strong local roots across 6 offices in Texas (Amarillo, Plano, Dallas), Minnesota (St. Paul),
Tennessee (Memphis) and New York (NYC). The team is comprised of seasoned commodities brokers, traders
and investment bankers and has a wealth of expertise in risk management, trading execution and advisory. The
team specializes in agricultural and energy commodities along with rates and foreign exchange.

HTS Commodities trades futures, options & OTC contracts across multiple

sectors:
&
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Agriculture Energy Metals
Corn, soft red and hard red wheats, QOil and oil products, Gold, silver, platinum,
rough rice, feeder and live cattle, lean natural gas and electricity palladium, copper, and

hogs, soybeans, soybean oil, and aluminum

soybean meal
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Softs Interest Rates Equities
Sugar, coffee, sugar, Treasury bonds, treasury S&P 500, Dow Jones,
orange juice, cocoa, notes, and Eurodollar, fed Russell 2000 and Nasdag-
cotton, and lumber funds, and SOFR 100

MEMBER: FINRA/SIPC/NYSE/NFA | All Rights Reserved | © 2023 Hilltop Securities Inc.



HTSCommodities — Execution & Advisory HTSCommoditiesm

A Division of HilltopSecurities.

Our team brings hands-on experience to developing hedging and trading strategies for investors, consumers and
producers of all sizes across all commodities. We provide a full suite of services to help all clients minimize risk,
maximize results, and gain a competitive advantage in their marketing. With equal understanding and access to
listed and OTC markets, the team is uniquely positioned to provide clients with complete and unbiased advice.
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Full-Service Commodities Consulting

We follow a customized approach in delivering consulting services to producers
and consumers seeking to improve their marketing strategies, minimize their
price risk exposure, and position themselves to hedge as well as capture
market opportunities.

Our consulting model provides full-service marketing management, with our
team building and managing hedging strategies and actively working with
producers and consumers to execute from start to finish.

Hedging Advisory

HilltopSecurities has maintained a dedicated derivative advisory desk since
1990 and considers this practice to be an integral branch of the firm. As a
Commodity Trading Advisor, HTSCommodities is licensed and regulated by the
National Futures Association under the authority granted by the U.S.
Commodity Futures Trading Commission (the “CFTC”). HTSCommodities can
independently evaluate suitability and fair pricing and can certify that it has
. exercised independent judgment in evaluating our clients’ commaodity

~ L. transactions.
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Disclosure HTSCommoditiesm

A Division of HilltopSecurities.

Trading on regulated commodity exchanges inherently involves risk of loss and is not suitable for everyone. The leverage created by trading on
margin can work against you just as much as it can benefit you, and losses could exceed the entire investment as well as additional cash deposits.
You may be required to immediately provide capital upon notice to maintain any or all open positions, and failure to do so in a timely manner could
result in penalties, liquidating debit balances, unforeseen financial obligation and the loss of opportunity sought by participating in the commaodity
futures and options marketplace. Only risk capital should be considered for alternative investment or speculation. Before opening an account, you
should seek advice from related associations, regulators, certified public accountants, industry professionals and other trusted advisors. Be certain
that you understand the risks and can withstand the potential losses associated with SWAPS, futures, options on futures or any other derivatives or
cash commodity transactions in which you intend to participate. HTSCommodities may not represent, guarantee or warrant that you will profit from
any trading activity nor that realized losses will be limited whatsoever.

The presentation document was prepared by HTSCommodities. This material represents historical information only and is not an indication of future
performance. Nor is it a recommendation or solicitation or any specific product. This material has not been prepared in accordance with the
guidelines or requirements to promote investment research, it is not a research report and is not intended as such. Sources available upon request.

Principals, managers and some associates are registered with the National Futures Association (NFA) and all members participate as part of an
independent Introducing broker in good standing. Members operate under the governance and guidelines of the Commodity Futures Trading
Commission (CFTC) and are authorized to represent multiple futures clearing merchants or FCMs for the benefit of clients’ selection and or
suitability.

Hilltop Securities Inc. is a registered broker-dealer, registered investment adviser and municipal advisor firm that does not provide tax or legal
advice. HTS is a wholly owned subsidiary of Hilltop Holdings, Inc. (NYSE: HTH) located at 717 N. Harwood St., Suite 3400, Dallas, Texas 75201,
(214) 859-1800, 833-4HILLTOP
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