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Spot cotton quotations averaged higher 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 45.75 cents per pound for the week ending Thursday, July 22. This
was up 82 points from 44.93 cents last week but was down 835 points from 54.10 cents for the
corresponding week a year ago. Quotations ranged from a high of 46.66 cents on Tuesday, July 20
to a low of 45.00 cents on Thursday, July 22. The New York October futures settlement price
ended the week at 46.85 cents per pound as compared to 47.28 cents last week. The NY December
futures settlement price ended the week at 47.02 cents as compared to 47.85 cents last week.

The USDA announced on July 22 that the Adjusted World Price (AWP) was 40.30 cents per pound
and for the period July 23 through July 29 the User Marketing Certificate Rate (Step 2) Payment for
Upland cotton will be 10.39 cents per pound, the Loan Deficiency Payment (LDP) Rate for Upland
cotton will be 11.70 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. Offerings were
light. Demand was good. Local and New York futures prices were steady. Mixed lots of color 41
and better, leaf 4 and better, staple 34 and 35, mike 37-49, and strength 26 and higher sold for 125
to 175 points off NY October futures, FOB car/truck (Rule 5, compression charges paid). Similar
recaps containing staple 35 and longer sold for around even NY October futures, same terms as
above. Buyers for domestic mills made inquiries for a light volume of 2003-crop cotton for prompt
through September delivery. Mill buyers purchased a light volume of 2004-crop cotton for October
through September 2005 delivery. 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.

Interest in 2004 crop forward contracting increased. The following contracting activity was
reported:

¢ In Alabama, a light volume was booked at 250 to 300 points off NY December futures,
FOB car/truck (Rule 5, compression charges paid).

e In Georgia, a light to moderate volume was booked at 250 to 300 points off NY December
futures, FOB car/truck, 30 days free storage (Rule 5, Georgia terms, compression charges
paid).



All contracts were for basis color 41, leaf 4, staple 34, mike 35-36 and 43-49, strength 26.5 to 28.4,
and uniformity 81. These contracts were subject to government discounts and some additional
discounts were applied for staple 33 and shorter, strength 26.4 and lower, uniformity 79 and lower,
and extraneous matter.

A frontal system brought rain to much of the Southeast early in the period. Temperatures in the
low to mid 90s aided crop development. Producers applied herbicides, insecticides, fertilizer, and
growth regulators as needed. Reports indicated some fields were treated for plant bugs, stink bugs,
bollworms, and armyworms. Infestations were easily controlled. According to the NASS Crop
Progress report for the week ending July 18, 100 percent of the cotton in Virginia was squaring, 98
percent in North Carolina, 95 percent in Georgia, 94 percent in Alabama, and 87 percent in South
Carolina. The NASS report also indicated that 72 percent of the cotton in North Carolina and
Virginia was setting bolls, 59 percent in Georgia, 50 percent in Alabama, and 36 percent in South
Carolina.

South Central markets. Spot cotton trading was inactive. Supplies were light. Demand was light.
Prices were steady. Some merchants indicated that they had met their short-term needs for cotton
and had withdrawn from active trading until the arrival of the 2004-crop cotton. A light volume of
CCC loan equities of mostly color 41 and better, leaf 4 and better, mike mostly 35-49, and strength
25-31 traded for three cents per pound. Merchants rejected other producer offers of up to four and
one-half cents. No forward contracting was reported. No purchases by agents for domestic mills
were reported.

Hot, dry weather prevailed over most of the region. A few areas experienced isolated
thundershowers, especially early in the week. Some areas in Louisiana received excessive
moisture, especially in the north central region where three to seven inches of rain fell within a
three-hour time frame. Most experts agreed that timely, beneficial amounts of rain will be
necessary in both the north and south Delta in order for the crop to finish well. Irrigated cotton
fields were in excellent condition. The dry weather allowed growers to apply growth regulators,
fertilizer, and insecticides as needed. According to the NASS Crop Progress report for the week
ending July 18, 94 percent of the crop in Missouri rated fair to excellent, 95 percent in Tennessee,
92 percent in Arkansas, 88 percent in Mississippi, and 77 percent in Louisiana. These figures were
down slightly from last week mainly due to the drier soil conditions in the non-irrigated areas.
Cotton experts in Louisiana attribute worsening crop conditions to prolonged periods of stress
caused first by excessive rain, which hindered root development, then hot, dry conditions, and then
additional heavy rain in some areas. The same NASS report indicated that squaring was at or
slightly ahead of the five-year average. The percentage of cotton plants setting bolls in the Delta
was also ahead of the pace set last year and slightly ahead of the five-year average.

Southwestern markets. Spot cotton trading was slow in the west Texas market and inactive in the
East Texas/Oklahoma market. Supplies were moderate. Demand was moderate for color 31 and
better, leaf 3 and better, and staple 34 and longer. Prices were lower. A light volume of west Texas
cotton of mostly color 31, leaf 3-5, staple 33-35, and mike 32-37 with an average of 35 traded early
in the period at around 45.50 cents per pound, FOB car/truck (compression charges not paid). A
light volume of mostly color 31, leaf 5 and better, staple 31-33, and mike 32-52 (average 47) traded
for around 44.00 cents, FOB car/truck (compression charges not paid). A light volume of color 32
and 42, leaf mostly 4, staple 32 and 33, and mike 32-39 traded at around 38.75 cents, same terms as
above. Mixed lots of East Texas/Oklahoma cotton containing color mostly 32 and 42, leaf mostly 3
and 4, staple 32 and 33, and mike 43-52 traded for around 38.00 cents, FOB car/truck (compression
charges not paid). A light volume of color 42 and better, leaf 3 and 4, staple 33 and longer, and
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mike mostly 45-51 traded later in the period for around 43.00 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.

According to the NASS Crop Progress report released July 18, 80 percent of the Texas crop
was squaring, 33 percent was setting bolls, and five percent of the bolls were opening. The crop
was ahead of schedule and expected to be the largest cotton crop in 23 years. The condition of the
crop on the Plains was 65 percent fair to good. The crop was in various growing stages. Replanted
dryland cotton was progressing well under good conditions but needed additional moisture to
relieve heat stress. Daytime temperatures were in the high 90s to low 100s early in the period,
which caused some of the dryland cotton to wilt. Very light insect pressure was reported in the
Texas High Plains. Scattered showers with a trace to one and one-half inches of moisture were
reported. Topsoil moisture was adequate in most areas of Texas. South Texas weather was dry,
hot, and humid. Cotton plants progressed rapidly in the Upper Coastal and Coastal Bend areas.
Defoliation began in the Coastal Bend area and should be in full swing by August 1. Harvesting
expanded in the Rio Grande Valley under near ideal conditions. Reports indicated that nearly
around 2,500 bales were ginned and classed. According to NASS, 80 percent of the Oklahoma
cotton crop was squaring, 20 percent was setting bolls, and 87 percent was in fair to excellent
condition. Hot, humid weather prevailed across the state. Temperatures were in the low to mid 90s.
Subsoil moisture was adequate in most areas of Oklahoma.

Western markets. Spot cotton trading of Upland cotton continued inactive in the San Joaquin
Valley (SJV). Supplies were light. Demand was very light. No purchases for domestic and foreign
mills were reported. No forward contracting or option-to-purchase business was reported.

According to the NASS Crop Progress report released on July 18, 97 percent of the cotton crop
was squaring and 45 percent was setting bolls. The cotton crop was two to three weeks ahead of
schedule under ideal weather conditions. The condition of the crop was mostly good to excellent.
Humidity levels were slightly above normal with temperatures in the mid to high 90s. Mostly hot,
sunny conditions prevailed over the cotton growing region. No precipitation was reported.
Producers irrigated as needed. Limited spraying was underway for whitefly and aphids. Growers
indicated that insect pressure was normal for the advanced stage of the cotton crop.

Spot cotton trading of Upland cotton in the Desert Southwest (DSW) continued inactive. Supplies
were light. Demand was very light. No trading was reported.

According to the NASS Crop Progress report, 65 percent of the crop was setting bolls as of July
18. Humidity levels earlier in the period were 10 to 15 percent above normal. Hot, muggy
conditions prevailed over most of the cotton growing region. No precipitation was reported.
Temperatures ranged from 95 to 113 degrees. The condition of the crop remained mostly fair to
good. NASS also reported that the New Mexico cotton crop was progressing normally with 85
percent squaring and 38 percent selling bolls. Some of the cotton growing areas received a trace to
a quarter of an inch of precipitation. The condition of the crop was fair to good.

American Pima spot cotton trading was slow. Supplies were light. Demand was light for current
crop cotton. No spot transactions were reported. Prices were steady. Demand for new crop cotton
was moderate. Contract prices for new-crop Pima were reported in the range of 90.00 to 95.00
cents (UD free, FOB warehouse). Numerous inquiries continued from agents representing overseas
mills from Bangladesh, Portugal, Indonesia, India, Thailand, Taiwan, and Japan. Mills showed
more interest in new crop than current crop. The California and Arizona crops were ahead of
schedule under excellent growing conditions. The Texas and New Mexico crop continued to




progress at a normal pace. The lack of moisture was a concern, but it was not critical at this stage.
The condition of the crop was good to excellent.

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
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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.
Although the basis for prompt and nearby delivery strengthened, lower NY futures prices allowed
mills to purchase cotton for less than their season average cost. Mill inquiries were steady for 2004-
crop cotton from Memphis/Eastern and San Joaquin Valley growth areas. Mill buyers purchased a
light volume of 2004-crop cotton for October through September 2005 delivery. Most mills

continued to operate on a five to six day production schedule.

Number of Bales in Certificated Stocks

Stocks as of | Awaiting | Non-Rain Grown May
Delivery Points 7/22/2004 Review Cotton Forward *
Galveston 13,363 0 0 13,300
Houston 0 0 0 0
Memphis 75,339 0 332 74,816
Greenville 23,545 0 0 23,545
Total 112,247 0 332 111,661

* 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.




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 25- July July July July
July 1 2-8 9-15 16-22 23-29
Adjusted world price 1/ 45.86 45.25 42.01 40.55 40.30
Coarse count adjustment 0.00 0.00 0.00 0.00 0.00
Loan Deficiency Payment (LDP) 6.14 6.75 9.99 11.45 11.70

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 25- July July July July
July 1 2-8 9-15 16-22 23-29
U.S. Northern Europe price 1/ 70.00 71.85 69.40 66.80 67.25
Northern Europe price 1/ 62.30 61.30 58.50 57.15 56.86
User Marketing Certificate rate 7.70 10.55 10.90 9.65 10.39
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 15 47.30 47.38 49.30 50.35 51.40 45.54 56.75 54.90 | 52.15 52.75
July 19 47.50 47.84 49.60 50.63 51.63 45.61 56.75 54.70 | 52.15 52.60
July 20 48.68 50.95 51.95 52.84 53.00 46.66 56.75 54.80 | 52.25 52.75
July 21 48.00 48.18 49.91 51.10 52.20 45.96 57.15 55.50 | 53.15 53.65
July 22 46.85 47.02 48.62 49.70 50.67 45.00 56.90 55.00 [ 52.75 53.15
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 17, 2003 Through July 14, 2004
Week Mkt. Year Week Mkt. Year
Outstanding sales - 1,763,800 - 1,851,500
Exports 310,300 10,285,600 270,100 12,114,800
Total export commitments - 12,049,400 - 13,966,300
New sales 162,100 - 150,100 -
Buy-backs and cancellations 12,000 - 6,200 -
Net sales 150,000 - 143,900 -
Sales next marketing year 124,800 1,496,400 183,600 2,590,400

(16,200 RB).

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

Net Upland sales of 143,900 RB were 22 percent below the previous week, according to the Foreign Agricultural Service. The major buyers were
Mexico (34,000 RB), India (26,400 RB), Turkey (20,100 RB), China (12,800 RB), and Thailand (10,700 RB). Net sales of 183,600 RB for delivery in
the 2004/05 marketing year (which begins August 1) were mainly for Mexico (33,000 RB), South Korea (31,000 RB), Pakistan (27,800 RB), Indonesi:
(23,800 RB), Turkey (17,200 RB), and Japan (12,500 RB). Exports of 270,100 RB were 31 percent above the week earlier and 1 percent over the prior
4-week average. The primary destinations were Mexico (56,400 RB), China (43,700 RB), Turkey (36,800 RB), Indonesia (23,300 RB), and Pakistan

July 22, 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
4560 43.60 4160 42.60 47.35 4385 38.85 43.10 33 4735 43.85 38.85 42.85 4485 4410 4110 39.60
4710 4510 4210 43.85 48.35 4535 4135 44.60 34 48.10 4535 41.35 44.60 48.85 47.10 4435 40.10
4835 46.60 43.10 44.10 50.60 46.85 4185 44.85 35 50.60 46.85 41.85 44.85 51.60 50.85 46.10 40.60
49.60 47.85 43.10 44.10 50.85 4735 4185 44.85 36 50.85 47.35 41.85 44.85 53.70 52.95 46.95 40.70
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
4350 42.75 41.00 40.75 | 4350 4275 41.00 40.75 29
4425  43.75 41.50 41.25 | 4425 4350 4150 41.25 30
4575  45.25 42.25 41.25 | 45.75 4525 4250 41.25 31
46.50 45.75 42.75 42.00 | 46.50 45.75 4325 42.00 32
47.75 47.00 44.50 43.00 | 47.75 47.00 4450 43.25 33
48.50 47.00 45.00 4425 | 4850 47.00 45.00 44.25 34 50.35 49.85 4485 45.35
50.50 50.00 47.25 4575 | 50.50 50.00 4750 45.75 35 56.10 55.10 4735 48.35
52.50 50.75 48.50 46.75 | 52.50 51.00 48.75 46.75 36 58.00 55.40 47.65 48.60
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 -475 27-29 -475 -825 -1250 -693
-275 -275 -325  -325 30-32 -325  -300 -550 -339
-150 -125 -125 -175 33-34 -175 -150 -350 -179
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 49.00 48.25 48.00 46.75
32 49.25 48.50 48.25 47.00
48.75 4825 4750 47.75 47.75 46.75 4575 46.25 33 51.00 50.00 49.75 48.25
50.25 49.75 4850 48.75 50.75 50.25 46.75 47.25 34 53.75 52.00 52.00 48.25 | 64.00 60.75 54.75
5225 5175 4950 49.75 53.75 53.00 4750 47.75 35 66.50 62.75 54.75
36 67.00 6275 58.75
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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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