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Average spot cotton quotations were 168 points lower than the previous week, according to the
USDA, Agricultural Marketing Service’s Cotton Program. Quotations for the base quality of cotton
(color 41, leaf 4, staple 34, mike 35-36 and 43-49, strength 26.5-28.4, uniformity 81) in the seven
designated markets averaged 44.93 cents per pound for the week ending Thursday, July 15. This
was the lowest weekly average since the week ending December 5, 2002, when the average was
44.55 cents. The current weekly average of 44.93 cents compares to 46.61 cents for last week and
54.93 cents for the corresponding week a year ago. Quotations ranged from a high of 45.50 cents
on Friday, July 9 to a low of 44.25 cents on Monday, July 12. The New York October futures
settlement price ended the week at 47.28 cents per pound as compared to 48.00 cents last week.
The NY December futures settlement price ended the week at 47.85 cents as compared to 48.78
cents last week.

The USDA announced on July 15 that the Adjusted World Price (AWP) was 40.55 cents per pound
and for the period July 16 through July 22 the User Marketing Certificate Rate (Step 2) Payment for
Upland cotton will be 9.65 cents per pound, the Loan Deficiency Payment (LDP) Rate for Upland
cotton will be 11.45 cents per pound, and the Extra Long Staple (ELS) Step 2 Competitiveness
Payment Rate will be 32.69 cents per pound.

Southeastern markets. Spot cotton trading was inactive. Supplies were light. Producer offerings
were light. Merchant offerings were light. Demand was good for color 41 and better, leaf 4 and
better, staple 34 and longer, mike 35-49, and strength 27 and higher. New York futures prices were
weak. Local prices were firm. Mixed lots of mostly color 52 and better, leaf 5 and better, staple 34
and longer, mike 35-52, and strength averaging 26 and higher traded for around 46.00 cents per
pound, FOB car/truck (Rule 5, compression charges paid). Mixed lots of color 22, 32 and 41, leaf 5
and better, staple 32-34, mike mostly 35-53, and strength averaging 26 and higher sold for around
45.00 to 46.00 cents, same terms as above. Mixed lots of light spotted and spotted cotton
containing leaf 5 and better, staple 33 and longer, and strength averaging 27 and higher traded for
45.00 to 46.00 cents, same terms as above. No forward contracting was reported. Buyers for
domestic mills made inquiries for a light to moderate volume of 2003-crop cotton for prompt
through September delivery resulting in a very light volume of purchases. Merchants with available
cotton on hand increased their selling basis due to the light supplies of readily shippable cotton.
Mill buyers purchased a moderate volume of 2004-crop cotton for October through September 2005
delivery. Mill buyers took advantage of lower NY futures prices to fix prices on recently booked
cotton. Agents for foreign mills purchased a light volume of 2003-crop cotton for late summer
shipment and a similar volume of 2004-crop cotton for November through July 2005 shipment.
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Most of the Southeast had very little if any rain during the period which allowed fields to
dry. Producers applied herbicides, insecticides, fertilizer, and growth regulators as needed.
Temperatures in the mid to upper 90s with heat indexes as high as 110 helped the crop mature and
soil moisture losses increased. The crop was in need of additional moisture within the next week to
ten days to prevent stress. A few producers in Georgia began limited irrigation. According to the
NASS Crop Progress report for the week ending July 11, 97 percent of the cotton in Virginia was
squaring, 95 percent in North Carolina, 91 percent in Alabama, 90 percent in Georgia, and 79
percent in South Carolina. The NASS report also indicated that 58 percent of the cotton in North
Carolina had set bolls, 45 percent in Virginia, 44 percent in Georgia, 30 percent in Alabama, and 18
percent in South Carolina.

South Central markets. Spot cotton trading was inactive. Supplies were light. Demand was light.
Prices for December futures contracts on the New York Board of Trade were lower. Local prices
were higher. A moderate volume of lower quality 2003-crop cotton sold for about 45.75 to 46.00
cents per pound, FOB car/truck (Rule 5, compression charges paid). A light volume of color 41 and
better, leaf mostly 4 and better, staple 33 and longer, mike mostly 35-49, and strength mostly 25 to
31 sold for about 46.00 cents, FOB car/truck (Rule 5, compression charges paid). A few producers
sold CCC loan equities for one and one-half cents. No forward contracting was reported. Agents
for domestic mills made inquiries for 2004-crop cotton and purchased a light volume for October
through March 2005 delivery. Foreign shipments were down from last week even though the Step 2
payment rose to 10.90 cents. A few inquiries for prompt through December shipment were received
from agents representing mills in Asia.

Most of the region experienced hot weather with isolated thunderstorms. Warmer
temperatures allowed the cotton crop to make good progress. Some producers were irrigating in
areas that missed the most recent rains. The cotton crop made good progress in the entire region
with the warmer temperatures. According to the NASS Crop Progress report dated July 12, the
percentages of the cotton crop rated fair to excellent were 100 percent in Missouri, 98 percent in
Tennessee, 93 percent in Arkansas, 92 percent in Mississippi, and 79 percent in Louisiana. Reports
also indicated that squaring was well ahead of the pace set last year in every state in the Delta, and
slightly ahead of the five-year average. The percentage of cotton plants setting bolls in the region
was also well ahead of last year, and slightly ahead of the five-year average. Cotton specialists and
producers throughout the Delta reported that production costs were higher than last year due to
numerous applications of pesticides to control thrips and plant bugs. Aerial applications of
insecticides, herbicides, and fertilizer also added to production costs, especially in Louisiana.

Southwestern markets. Spot cotton trading was light. Supplies were moderate. Demand was
moderate for color 31 and better, leaf 3 and better, and staple 34 and longer. Prices were steady. A
light volume of color 32 and better, leaf 4 and better, staple 34 and longer, and mike averaging 33
traded for around 46.00 cents per pound, FOB car/truck (compression charges not paid). A
moderate volume of mostly color 21, leaf 3 and better, staple mostly 35 and longer, and mike
mostly 40-47 traded for around 51.00 cents, FOB car/truck (compression charges not paid). A light
volume of color 31 and better, leaf 1 and 2, staple mostly 34, and mike 41-48 traded for around
48.00 cents, same terms as above. Agents for foreign mills inquired for color 31, leaf 3, staple 34
and longer, and mike 35-49 for prompt shipment. Local compresses were out-loading cotton as
quickly as possible because of concerns that current high Upland Step 2 payments may be reduced.
According to the NASS Crop Progress report released July 12, 70 percent of the crop in Texas
was squaring, 24 percent was setting bolls, and four percent of the bolls were opening. The crop
was ahead of the five-year average and conditions of the crop on the Plains were fair to good.
Replanted cotton had established good stands under near ideal growing conditions. Irrigation
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continued as needed. Insect pressure increased on the High Plains and minimal spraying was
reported. Boll weevil pressure was reported in the Blacklands and in the South Texas areas and
spraying only when necessary. The Upper Coastal Bend was slightly behind normal due to past
heavy rains. Warm, sunny weather was needed for the cotton crop to mature. The Coastal Bend
area was expected to start harvesting the more mature stands around the first of August. Some areas
reported small amounts of beneficial moisture. The Rio Grande Valley remained dry, defoliants
were applied to most of the crop, and bolls were opening rapidly. Picking was expected to start
within the next 10 to 14 days. The Oklahoma cotton crop made good progress. According to
NASS, 65 percent was squaring, 12 percent was setting bolls, and 93 percent was in fair to excellent
condition.

Western markets. Spot cotton trading of Upland cotton was inactive in the San Joaquin Valley
(SJV). Supplies were light. Demand was light. Futures prices were lower. No trading was
reported. No forward contracting was reported. Sales to domestic and foreign mills continued
slow.

According to the NASS Crop Progress report released on July 12, 95 percent of the cotton crop
was squaring and 40 percent was setting bolls. This remained ahead of the five-year average of 75
percent squaring and 18 percent setting bolls. The southern valley experienced daytime
temperatures in the low to mid 90s with highs reaching the low 100s. Nighttimes were in the 60s to
low 70s which provided relief to the cotton plants. The northern cotton growing areas had daytime
temperatures that reached the mid to high 90s and nights that were in the mid 60s. Due to a weak
low pressure system the SJV experienced higher than normal humidity, ranging from 51 to 78
percent. Good to excellent cotton growing conditions prevailed over the region. No precipitation
was reported. Insect pressure was light. Growers concentrated on irrigation, pest control, and mid
to late season fertilizer needs.

Spot cotton trading was inactive in the Desert Southwest (DSW). Supplies were light. Demand
was light. No transactions were reported.

According to the NASS Crop Progress report, 100 percent of the crop was squaring. Fifty
percent of the crop was setting bolls. The seasonal monsoons have begun, bringing thunderstorms
and warm, muggy conditions. Some of the cotton growing areas reported daytime temperatures in
the lower 100s to as high as 113 degrees, while nighttime temperatures were in the high 80s. No
precipitation was reported. According to NASS, the New Mexico cotton crop was progressing
normally with 79 percent squaring. Daytime temperatures were in the high 90s to lower 100s and
nighttime lows were in the high 50s to low 60s. Some of the cotton growing areas received a trace
of precipitation. The condition of the Arizona cotton crop was good to excellent and progressing at
a normal pace.

American Pima spot cotton trading was inactive. Supplies were light. Demand was moderate for
new-crop cotton. Prices were steady. A small volume of new crop forward contracting was
reported at 92.00 to 95.00 cents (UD free, FOB warehouse). Inquiries from agents representing
overseas mills from China, Indonesia, India, Peru, and Japan indicated more interest in new crop
than current crop. Cotton in California and Arizona continued to mature under excellent growing
conditions. The Texas and New Mexico crop progressed at a normal pace.

Textile mill.  Mill buyers purchased a light volume of 2003-crop cotton for prompt through
September 2004 delivery. Demand was very good for color 31, leaf 3, staple 35 and longer, mike
37-46 with averages of 40-44, and strength averaging 27 and higher. Demand was moderate for
color 41, leaf 4 and better, staple 33 and 34, mike 35-47, and strength averaging 27 and higher.
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Mill inquiries for 2004-crop cotton were steady. Mill buyers purchased a moderate volume of
2004-crop cotton for October through September 2005 delivery. Qualities purchased included color
31, leaf 3, staple 36, mike 35-49, strength 27 and higher, and uniformity 80 and higher. Other
qualities purchased were color 41, leaf 4, staple 34, mike 35-49, strength 27 and higher, and
uniformity 80 and higher. Contracts specified Memphis/Eastern growths. Some mill buyers were
reported taking advantage of lower NY futures prices to fix prices on some of the 2004-crop cotton
that was recently booked. Most mills operated a five to six day production schedule.

World cotton supply and demand estimates. According to the July 12, World Agricultural
Supply and Demand Estimates, this month's U.S. projections for 2004/05 include higher production
and lower exports, resulting in larger ending stocks. The production estimate is raised 2.3 percent
from last month to 18.0 million bales, as lower planted area indicated in the June 30 Acreage report
is more than offset by a lower abandonment level; abandonment is reduced based on favorable
conditions to date, especially in the Southwest. Domestic mill use is unchanged. Exports are
reduced slightly as higher foreign production will limit import demand. Ending stocks are raised 15
percent from last month to 4.5 million bales.

Higher production and beginning stocks are boosting 2004/05 world cotton supplies relative to
last month. Late-season adjustments are raising 2003/04 ending stocks, mainly for Brazil, India,
Mexico, and Turkey. Production for 2004/05 is forecast 1.0 million bales higher in China based on
recent evidence of higher planted area, especially in the high-yielding far Western region. In
addition to the United States and China, production also is increased in India, and Uzbekistan, but
reduced in Australia and Greece. In response to larger world supplies, world consumption is raised
slightly but world trade is reduced. Accordingly, world stocks are raised to 37.8 million bales,
about 7 percent above last month and about 15 percent above the beginning level.

The following information was excerpted from the Cotton and Wool Situation and Outlook
Report, released July 12, by the Economic Research Service, USDA:

U.S. 2004/05 Supply Increased in July

U.S. cotton supply for the 2004/05 season was raised 400,000 bales this month to 21.6 million as a
result of a higher production estimate. Despite this, the U.S. cotton supply remains 2 million bales
below 2003/04 and 7 percent below the 5-year average.

The 2004 U.S. cotton crop projection was raised to 18 million bales in July, the result of above-
average crop conditions - particularly in the Southwest - which reduced the projection of U.S.
abandonment below 12 percent, the 5-year average used in June. U.S. cotton crop conditions
remain well above both last season and the 5-year average. As of July 11th, 68 percent of this
season’s area was rated “good” or “excellent,” compared with 53 percent last season; in addition,
only 10 percent was rated “poor” or “very poor” this year, compared with 16 percent in 2003.

Meanwhile, USDA’s June Acreage report indicated that U.S. producers planted 13.95 million
acres of cotton this year, 3 percent below March’s Prospective Plantings. Reflecting the cotton
crop conditions to date, the national abandonment rate was lowered to 7 percent for a harvested area
projection of 13 million acres. The higher harvested area share for the Southwest - a below-average
yielding region - was offset by above-average yield prospects elsewhere. As a result, the national
yield was unchanged at 665 pounds per harvested acre. The USDA will release its first survey-
based production estimates in August.

Demand Reduced Slightly for 2004/05
U.S. cotton demand was reduced 200,000 bales this month to 17.1 million, the result of a lower
export projection. U.S. exports are forecast at 11.3 million bales, as expectations for reduced
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foreign imports are associated with the rise in foreign production this month. With U.S. cotton
exports projected 2.5 million bales below 2003/04; the U.S. share of global trade is also declining
from 42 percent to 37 percent. U.S. mill use was unchanged this month at 5.8 million bales, the
lowest since 1984/85. Based on these cotton supply and demand estimates, 2004/05 U.S. ending
stocks are projected at 4.5 million bales, 900,000 above 2003/04 but below the levels of the 2000-
2002 seasons. The stocks-to-use ratio is also estimated to rise from 18 percent to 26 percent.

U.S. Textile Trade Deficit Decreased in April

April textile trade data indicate that imports fell slightly from a month earlier to 1.3 billion (raw-
fiber equivalent) pounds. Apparel and yarn, thread, and fabric imports declined in April. Reduced
imports of cotton, silk, and manmade fiber products more than offset slight increases in wool and
linen items. Cotton textile imports, at 724 million pounds, accounted for 55 percent of all textile
shipments, compared with 56 percent in March.

Total U.S. textile and apparel exports in April decreased 1 percent from the previous month but
were 9 percent above a year earlier. Exports of all major Fibers - except manmade - and all major
end-uses - except apparel - declined from a month earlier. Yarn, thread, and fabric exports, at 299
million pounds, accounted for 67 percent of April shipments, compared with a 63-percent share a
year ago. Cotton textile exports totaled 211 million pounds, down 2 percent from March but 7
percent above 2003.

Overall, the April textile trade deficit was 876 million pounds, with cotton accounting for 59
percent (513 million pounds) of the total. The April deficit declined 7 percent from a month earlier
but was slightly above a year ago. The deficit for the first 4 months of 2004 totaled 3.6 billion
pounds, compared with 3.5 billion a year ago. Both textile imports and exports were above year-
ago levels.

Production, Consumption, and Import Changes in 2004/05 Concentrated in China
In 2004/05, USDA forecasts world cotton production at 104.7 million bales; world consumption at
100.2 million bales; world trade at 30.7 million bales; and world ending stocks at 37.8 million bales.

World production is expected to rise 10.8 million bales from the year before in 2004/05.
China’s crop is expected to be 7.7 million bales higher than in 2003/04, and reach a new record
high. Pakistan’s output is expected to be 1 million bales higher and Australia’s 900,000 bales
higher. Brazil, Uzbekistan, and Egypt are expected to increase their output by between 700,000 and
330,000 bales. India’s crop is expected to be 700,000 bales smaller than in 2003/04, while U.S.
output is foreseen 255,000 bales lower than the year before and Mali’s 130,000 bales lower. In
2004/05, 13 countries are forecast to produce less cotton than the year before (by at least 5,000
bales), and 30 countries are expected to produce more.

World consumption is forecast 1.8 million bales higher in 2004/05, a 1.8-percent increase from
the year before. Consumption in China is expected to increase by 2 million bales, a 6-percent
increase, while Pakistan and India are each expected to increase their consumption by 300,000
bales. Brazil, Turkey, Bangladesh, and Thailand are also expected to consume more cotton, while
the United States, the European Union, Mexico, and Japan consume less. In 2004/05, 44 countries
are forecast to consume less cotton than during the year before, and 15 countries are expected to
consume more.

World imports are forecast 2.8 million bales lower than the year before in 2004/05, primarily
due to a 3-million-bale decline in China’s expected imports. Pakistan and Mexico are also expected
to import less, each forecast to import about 225,000 bales less than the year before. Higher
imports are forecast for Thailand (up 400,000 bales), India (up 300,000 bales), and Egypt (175,000
bales). Smaller increases, between 50,000 and 135,000 bales, are also expected for Bangladesh,



6

Indonesia, Taiwan, Vietnam, and South Korea. In 2004/05, 39 countries are forecast to import less
cotton than during the year before, and 14 are expected to import more.

Like imports, world exports are also forecast to decline, down 2.3 million bales. U.S. exports
are forecast 2.5 million bales lower than in 2003/04, while India is expected to export 450,000 bales
less and Greece 270,000 bales less. Only three countries are expected to increase their exports by
more than 50,000 bales: Brazil up 1.1 million bales from the year before, Egypt up 300,000 bales,
and Mexico up 175,000. Kazakhstan, Paraguay, Argentina, and Pakistan are each expected to
increase their exports by 50,000 bales. In 2004/05, 32 countries are forecast to export less cotton
than during the year before, and 17 countries are expected to export more.

World ending stocks are forecast 4.9 million bales higher than in 2003/04, with China and
Brazil accounting for about half of the increase. China’s ending stocks are expected to rise by 1.4
million bales and Brazil’s by 1.2 million bales. U.S. ending stocks are expected to rise by 900,000
bales; Australia’s by 335,000 bales. Increases between 100,000 and 200,000 bales are expected for
Egypt, Uzbekistan, Pakistan, and Thailand. The largest decline is expected in Mexico, down
175,000 bales. Canada’s ending stocks are expected to decline 50,000 bales and Cote d’Ivoire’s
40,000. In 2004/05, 10 countries are expected to reduce their ending stocks, and 39 countries are
expected to increase them.

Record Cotton Production Expected in China

USDA is forecasting record cotton production in China in 2004/05, up 7.7 million bales from the
year before to 30 million bales. Every cotton-growing province is expected to sow additional cotton
area, and yields are expected to rise substantially in key provinces. Depending on weather, farmers’
access to and application of inputs, and other factors, China’s cotton production is as likely to be
above 30 million bales as it is likely to be below.

During 2003/04, unusually heavy rains resulted in unprecedented yield declines in Henan,
Jiangsu, and Anhui and significant declines in Shandong and Hebei. In contrast, Xinjiang
experienced near-record high yields. Due to weather damage, China’s cotton production fell even
as planted area rose nearly 1 million hectares. Subsequently, cotton prices rose about 40 percent for
the second consecutive year during the winter of 2003/04. Competing crop prices rose as well,
registering their strongest increase since 2000. Based on the relationship between changes in
China’s cotton area outside of Xinjiang and changes in cotton and competing crop prices during
2001-03, China’s cotton area might be expected to rise 13 percent in 2004. Given the yield shock in
eastern growing areas during 2003/04, increases in those provinces might be lower due to reduced
resources by farmers and reduced yield expectations. Furthermore, the Production and Construction
Corps (PCC) announced it would restrain expansion on its farms in 2004/05, suggesting a below-
average area response might also be expected in Xinjiang. Early-season surveys of farmers
generally conformed to these expectations.

More recently, surveys have indicated that only in Henan have farmers shown reluctance to
increase cotton area. Furthermore, surveys have also indicated that Xinjiang’s planted area has also
increased at a rate similar to other provinces. China’s 2004/05 cotton area is forecast at 5.8 million
hectares, it’s highest since 1992. Furthermore, assuming that Xinjiang planted 1.2 million hectares
in 2004/05, cotton area in the rest of China is its highest since 1995.

Future cotton yields are always uncertain, and last year’s unprecedented contraction adds
additional uncertainty. China’s yields have been on a generally rising trend over the last 15 years.
In 1992, yields outside of Xinjiang fell 26 percent, but by 2002 they had more than rebounded to a
level 71 percent higher than in 1992. The waning of the bollworm infestation and the introduction
of Bt cotton account for some of this gain. But yields in Xinjiang - which neither suffered a
bollworm infestation nor adopted Bt cotton - rose 51 percent during this same time. Forecasting
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2004/05 yields as an average of 2001/02 and 2002/03 captures the technical advances that drove
yields higher over the last decade, but is also conservative in not assuming additional gains.

The combination of 2001/02-2002/03 average Yields, above average area gains in Hebei and
Shandong, and a below average area gain in Henan (per widely reported crop surveys) suggests a
crop in excess of 30 million bales. A large number of recent forecasts both from China and by
outside observers have incorporated lower yield expectations. It is possible that the additional area
planted in 2004/05 will be lower yielding than average. Furthermore, the recent changes in China’s
domestic cotton prices might temper farmers’ willingness to apply inputs. If this came to pass,
production could be below 30 million bales, although it would still probably exceed 1984s record
28.7-million-bale crop.

Number of Bales in Certificated Stocks

Stocks as of Awaiting Non-Rain Grown May
Delivery Points 7/15/2004 Review Cotton Forward *
Galveston 16,519 0 100 16,456
Houston 0 0 0 0
Memphis 80,075 0 334 79,552
Greenville 26,090 0 0 26,090
Total 122,684 0 434 122,098

* Calculated by subtracting “Strength<25gpt” from most recent Total Stock numbers; these bales
are deliverable on the May 2003 contract and forward.

Sources: USDA, AMS, Cotton Program and New York Board of Trade.



Cotton supply and use: World, United States, major exporters and importers;
marketing years 2003-2004 and 2004-2005 1/

July 12, 2004
Supply Use
Loss Ending
Region Beginning stocks | Production | Imports 3/ | Domestic Exports 3/ 2/ Stocks
2003-2004 [Estimated]
World 36.65 93.89 33.75 98.39 32.95 0.02 32.93
United States 5.38 18.26 0.05 6.30 13.80 -0.01 3.60
Total Foreign 31.27 75.64 33.70 92.09 19.15 0.03 29.33
2004-2005 (Projected)
World 32.93 104.73 30.98 100.16 30.65 0.03 37.79
United States 3.60 18.00 0.04 5.80 11.30 0.04 4.50
Total Foreign 29.33 86.73 30.94 94.36 19.35 -0.01 33.29
Major exporters 4/ 7.21 27.58 2.45 14.76 14.14 -0.05 8.39
Pakistan 1.98 8.75 1.50 9.90 0.20 0.03 2.10
Central Asia 5/ 1.44 7.40 3/ 1.95 5.12 0.00 1.76
African Franc Zone 6/ 1.28 4.42 3/ 0.20 4.16 0.00 1.34
S. Hemisphere 7/ 1.48 4.10 0.40 1.10 3.03 -0.09 1.94
Australia 0.61 2.40 3/ 0.07 2.10 -0.10 0.94
Major importers 20.10 55.96 23.89 73.06 4.08 0.04 22.77
Brazil 461 6.50 0.50 3.90 2.00 -0.10 5.80
India 3.84 12.50 1.20 13.60 0.10 0.00 3.84
Mexico 0.94 0.55 1.50 1.90 0.30 0.03 0.76
China 6.41 30.00 5.75 34.20 0.20 0.00 7.76
EU-25 8/ 1.04 2.00 2.89 3.62 1.20 0.06 1.06
Russia 0.20 3/ 1.48 1.45 0.00 0.00 0.22
Turkey 1.19 4.25 217 6.10 0.23 0.00 1.28
Selected Asia 9/ 1.88 0.16 8.40 8.30 0.06 0.05 2.03
Indonesia 0.37 0.04 2.25 2.20 0.02 0.05 0.39
Thailand 0.38 0.06 2.10 2.05 0.01 0.00 0.48

1/ Marketing year beginning August 1. Totals may not add exactly and trade may not balance due to rounding and other factors.
2/ Generally reflects cotton lost or destroyed in the marketing channel; for Australia, Brazil, and the United States reflects the difference
between implicit stocks based on supply less total use and indicated ending stocks. 3/ Less than 5,000 bales. 4/ Includes Egypt and
Syria in addition to the countries and regions listed. 5/ Azerbaijan, Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan and Uzebekistan.
6/ Benin, Burkino Faso, Cameroon, Central African Republic, Chad, Cote d'lvoire, Mali, Niger, Senegal, and Togo. 7/ Argentina,
Australia, Paraguay, South Africa, and Zimbabwe. 8/ Includes intra-EU trade. 9/ Hong Kong, Indonesia, Japan, South Korea, Taiwan,
Thailand and Vietnam.

Source: United States Department of Agriculture.



World market price for upland cotton, in cents per pound, in effect from 12:01a.m., EST, Friday through midnight, EST, Thursday

2004
Description June June 25- July July July
18-24 July 1 2-8 9-15 16-22
Adjusted world price 1/ 49.02 45.86 45.25 42.01 40.55
Coarse count adjustment 0.00 0.00 0.00 0.00 0.00
Loan Deficiency Payment (LDP) 2.98 6.14 6.75 9.99 11.45

1/ Color 41, leaf 4, staple 34, mike 35-36 & 43-49, strength readings of 26.5-28.4 grams per tex, length uniformity of 81 percent.

Source: Farm Service Agency, USDA.

Step 2 payment rate for upland cotton, in cents per pound, in effect from 12:01 a.m., EST, Friday through midnight, EST, Thursday

2004
Description June June 25- July July July
18-24 July 1 2-8 9-15 16-22
U.S. Northern Europe price 1/ 71.55 70.00 71.85 69.40 66.80
Northern Europe price 1/ 65.43 62.30 61.30 58.50 57.15
User Marketing Certificate rate 6.12 7.70 10.55 10.90 9.65
1/ Grade 31, staple 35, mike 35-49.
Source: Farm Service Agency, USDA.
New York futures contract settlement, designated spot market average for color 41, leaf 4, staple 34, and
'A'and 'B' Index cotton prices in cents per pound
Color 41, Leaf 4, Staple 34 Grade 31 Coarse
Date Futures Settlement 7 Market Staple 35 Count
Oct '04 Dec '04 Mar '05 May '05 Jul '05 Average ‘A Index 1/ | 'B'Index 1/
Cur. Fwd. | Cur. Fwd.
July 9 47.85 48.48 50.30 51.35 52.50 45.50 57.75 55.70 | 53.15 53.40
July 12 46.60 47.33 49.08 50.13 51.20 44.25 57.75 55.65 [ 53.10 53.35
July 13 46.60 47.30 49.00 50.10 51.15 4461 56.75 54.80 | 52.00 52.60
July 14 46.80 47.34 49.20 50.30 51.30 44.89 56.75 54.80 [ 52.00 52.60
July 15 47.28 47.85 49.75 50.73 51.80 45.38 56.75 54.80 | 52.00 52.60
1/ C.1.F. Northern Europe price furnished by Cotton Outlook of Liverpool.
U.S. upland cotton export sales and exports, in running bales, for week and year, marketing years 2002-2003 and 2003-2004
Marketing Years
Description 2002-2003 2003-2004
Through July 10, 2003 Through July 7, 2004
Week Mkt. Year Week Mkt. Year
Outstanding sales - 1,924,100 - 1,977,700
Exports 230,000 9,975,200 199,400 11,844,700
Total export commitments - 11,899,300 - 13,822,400
New sales 135,300 - 206,500 -
Buy-backs and cancellations 19,000 - 14,000 -
Net sales 116,300 - 185,400 -
Sales next marketing year 11,300 1,371,600 152,100 2,406,900

Net Upland sales of 185,400 RB were 17 percent below the previous week, according to the Foreign Agricultural Service. The major buyers were
Belgium (45,300 RB), Turkey (33,000 RB), Pakistan (28,400 RB), Taiwan (20,600 RB), Mexico (19,900 RB), and Hong Kong (9,700 RB). Net sales
of 152,100 RB for delivery in the 2004/05 marketing year (which begins August 1) were mainly for South Korea (28,200 RB), Mexico (23,100 RB),
Pakistan (14,100 RB), India (11,300 RB), the Philippines (11,100 RB), Guatemala (10,200 RB), and China (10,100 RB). Exports of 206,500 RB were
22 percent below the week earlier and 34 percent under the prior 4-week average. The primary destinations were China (52,000 RB), Mexico (43,300
RB), Pakistan (26,800 RB), Turkey (19,500 RB), and Indonesia (10,300 RB).

Source: Export Sales Reporting Division, Foreign Agricultural Service (FAS).

July 15, 2004
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Spot quotations are in cents per pound for cotton equal to the Official Standards, net weight, in mixed lots,
compressed, FOB car/truck.

SOUTHEAST NORTH DELTA SOUTH DELTA DESERT SOUTHWEST
31-3 41-4 51-5 42-4 31-3 41-4 51-5 42-4 Staple 31-3 41-4 51-5 42-4 21-2 31-3 41-4 51-5
46.53 4453 4253 43.53 47.78 4428 39.28 4353 33 4778 4428 39.28 43.28 4478 4403 41.03 39.53
48.28 46.03 43.03 45.03 48.78 4578 41.78 45.03 34 4853 45778 41.78 45.03 48.78 47.03 44.28 40.03
49.53 4753 44.03 45.28 51.03 4728 4228 4528 35 51.03 47.28 42.28 45.28 5153 50.78 46.03 40.53
50.78 48.78 44.03  45.28 51.28 4778  42.28 45.28 36 51.28 47.78 42.28 45.28 53.63 52.88 46.88 40.63
EAST TEXAS-OKLAHOMA WEST TEXAS SAN JOAQUIN VALLEY
21-2 31-3 41-4 42-4 21-2 31-3 41-4 42-4 Staple 21-2 31-3 41-4 32-3
44.00 43.25 41.50 41.25 | 4400 4325 4150 41.25 29
4475  44.25 42.00 41.75 | 4475 44.00 42.00 41.75 30
46.25 45.75 42.75 4225 | 46.25 45.75 43.00 42.25 31
46.75  46.25 43.25 43.00 | 46.75 46.25 43.75 43.00 32
48.25 48.00 45.00 44.00 | 48.25 48.00 45.00 44.25 33
49.50 48.50 45.50 4525 | 4950 4850 4550 45.25 34 50.28 49.78 4478  45.28
52.25 5175 47.75 46.25 | 52.25 51.75 48.00 46.25 35 56.03 55.03 47.28 48.28
54.50 52.75 49.00 47.25 | 5450 53.00 49.25 47.25 36 57.93 55.33 47.58  48.53
MIKE DIFFERENCES - POINTS PER POUND
SOUTH- NORTH SOUTH E.TX WEST DESERT SJ
EAST DELTA DELTA  OK Mike Ranges TEXAS  SW VALLEY AVG.
-950 24 & Below -950  -1200 -1033
-825 -1000 -1100  -750 25-26 -750  -1000 -904
-425 -650 -750  -400 27-29 -400  -825 -1250 -671
-275 -275 -325  -250 30-32 -250  -300 -550 -318
-150 -125 -125 -100 33-34 -100 -150 -350 -157
0 0 0 0 Base 35-36 0 0 0 0
25 25 25 15 37-42 15 25 25 22
0 0 0 0 Base 43-49 0 0 0 0
-175 -125 -125 -150 50-52 -150 -275 -450 -207
-275 -250 -250 -225 53 & Above -225  -475 -283
STRENGTH DIFFERENCES UNIFORMITY DIFFERENCES
SOUTH- NORTH SOUTH E.TX Grams WEST DESERT  SJ SOUTH- NORTH SOUTH E.TX Unit WEST DESERT  SJ
EAST DELTA DELTA OK per tex TEXAS SW VALLEY AVG. | EAST DELTA DELTA OK TEXAS  SW  VALLEY AVG.
-175 18.5-19-4 -175 -175 -60 -50 -50 -60 | 77 &below | -60 -80 -60 -60
-175 19.5-20.4 -175 -175 -50 -40 -40 -50 78 -50 -70 -50 -50
-425 275 =275 -150 20.5-21.4 -150  -450 -288 -30 -30 -30 -40 79 -40 -60 -40 -39
-350 -225  -225  -125 21.5-22.4 -125  -300 -225 0 0 0 0 80 0 0 0 0
-300 -175  -175  -100 22.5-23.4 -100  -150 -167 0 0 0 0 Base 81 0 0 0 0
-225  -125 -125  -100 23.5-24.4 -100  -100  -100  -125 0 0 0 0 82 0 0 0 0
-150  -100  -100  -100 24.5-25.4 -100 -100  -100  -107 20 30 30 0 83 0 30 30 20
-25 -25 -25 -50 25.5-26.4 -50 -50 -50 -39 30 40 40 10 84 10 40 40 30
0 0 0 0 Base 26.5-28.4 0 0 0 0 40 50 50 20 85 20 50 50 40
0 0 0 0 28.5-29.4 0 0 0 0 50 60 60 30 86 & above 30 60 60 50
25 0 0 25 29.5-30.4 25 25 25 18
50 25 25 25 30.5-32.4 25 50 50 36
50 25 25 25 |32.5 & Above 25 50 75 39
LANDED MILL QUOTATIONS - GROUP 201 MILL POINTS
Cents per pound, even running lots, mike 35-49, strength 23.5 or more grams per tex, net weight, prompt shipment, delivered brokerage included.
Quotations for group 200 mill points are slightly higher and for Alabama, Georgia and east Tennessee mills are slightly lower.
SE GROWTH AREA DELTA GROWTH AREA TX-OK GROWTH AREA SJV GROWTH AREA
31-3 41-4 51-5 42-4 31-3 41-4 51-5 42-4 Staple 31-3 41-4 32-3 42-4 31-3 41-4 51-5
31 47.25 46.50 46.25 44.75
32 4750 46.75 46.50 45.00
49.25 48.75 48.00 48.25 48.75 48.25 46.50 46.75 33 49.25 48.25 48.00 46.50
50.25 49.75 49.00 49.25 50.50 50.50 47.25 47.75 34 51.00 50.25 50.00 4750 | 63.50 61.25 55.25
52.25 51.75 50.00 50.25 53.25 51.00 48.00 48.75 35 66.00 63.25 55.25
36 66.50 63.25 59.25
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American Pima quotations are for cotton equal to the Official Standards, net weight, in mixed lots, uncompressed, FOB warehouse. 1/

DESERT SOUTHWEST PIMA DIFFERENCES SAN JOAQUIN VALLEY PIMA DIFFERENCES
Color Leaf Staple Color Leaf Staple
44 46 48 44 46 48
1 1 111.00 114.50 114.50 1 1 121.75 127.00 127.00
2 111.00 114.25 114.25 2 121.75 127.00 127.00
3 105.00 107.50 107.50 3 116.00 119.50 120.25
4 - - - 4 - - -
5 - - - 5 - - -
6 - - - 6 - - -
2 1 109.50 113.50 113.50 2 1 120.25 126.25 126.75
2 109.50 113.50 113.50 2 120.25 126.00 126.50
3 105.00 106.25 106.25 3 116.00 118.25 119.00
4 86.25 88.00 89.00 4 94.50 97.00 97.75
5 - - - 5 - - -
6 - - - 6 - - -
3 1 101.00 105.50 107.00 3 1 112.75 117.00 118.00
2 101.00 105.50 107.00 2 112.75 117.00 118.00
3 100.00 104.50 106.00 3 111.25 113.50 114.50
4 83.00 85.25 86.00 4 91.00 93.75 94.50
5 81.50 83.00 84.25 5 87.00 88.00 89.25
6 - - - 6 - - -
4 1 81.75 84.25 84.25 4 1 89.25 91.75 91.75
2 81.75 84.25 84.25 2 89.25 91.75 91.75
3 81.25 84.25 84.25 3 88.75 91.75 91.75
4 80.75 83.75 83.75 4 88.25 91.25 91.25
5 78.50 79.50 79.50 5 82.00 83.00 83.00
6 - - - 6 - - -
5 1 - - - 5 1 - - -
2 75.25 75.75 75.75 2 76.75 77.25 77.25
3 75.25 75.75 75.75 3 76.75 77.25 77.25
4 75.25 75.75 75.75 4 76.75 77.25 77.25
5 74.75 75.00 75.00 5 76.50 77.00 77.00
6 - - - 6 - - -
6 1 - - - 6 1 - - -
2 64.00 64.25 64.25 2 65.50 65.75 65.75
3 64.00 64.25 64.25 3 65.50 65.75 65.75
4 64.00 64.25 64.25 4 65.50 65.75 65.75
5 63.75 64.00 64.00 5 65.25 65.50 65.50
6 63.50 63.50 63.50 6 64.75 65.00 65.00
Mike Points Extraneous Matter Mike Points Extraneous Matter
ranges | per pound Level Diff. ranges per pound Level Diff.
Preparation Preparation
26 & Below| -1350 1 -475 26 & Below -1350 1 -625
27-29 -900 2 -850 27-29 -900 2 -900
30-32 -525 Bark, Grass, Sp.twist, Other 30-32 -500 Bark, Grass, Sp.twist, Other
33-34 -350 1 -400 33-34 -350 1 -525
35 & Above 0 2 -700 35 & Above 0 2 -850

1/ Pima spot quotations for other color-leaf combinations not quoted will be included as sales of those qualities are reported.
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