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Average spot cotton quotations were 137 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 43.93 cents per pound for the week ending Thursday, October
14. The weekly average was down from 45.30 cents per pound for the previous week and 67.34
cents for the corresponding week a year ago. Quotations ranged from a high of 44.89 cents on
Friday, October 8 to a low of 42.35 cents on Tuesday, October 12. The New York December
futures settlement price ended the week at 46.52 cents per pound as compared to 45.30 cents last
week.

The USDA announced on October 14 that the Adjusted World Price (AWP) was 37.69 cents per
pound and for the period October 15 through October 21, the Loan Deficiency Payment (LDP) rate
for Upland cotton will be 14.31 cents per pound, the Extra Long Staple (ELS) Competitiveness
Payment for Pima cotton will be 29.08 cents per pound, and there will be no User Marketing
Certificate Rate (Step 2) Payment for Upland cotton.

Southeastern markets. Trading of spot cotton was inactive. Supplies of 2003-crop cotton were
light. Supplies of 2004-crop cotton were moderate. Producer offerings were light but increased as
NY December futures and local prices moved higher late in the period. Demand was very light for
2003-crop cotton and moderate for 2004-crop cotton. Interest was best for prompt delivery of color
41 and better, leaf 4 and better, staple 35 and longer, mike 35-47, and strength 28 and higher. A
light volume of 2004-crop cotton of color 41 and better, leaf 5 and better, staple 33 and longer,
mike 35-49, strength 26 and higher, and uniformity 80 and higher sold for 150 to 200 points off NY
December futures, FOB car/truck (Rule 5, compression charges paid). A light volume of color 41
and better, leaf 3 and better, staple 35 and longer, mike 37-49, strength 26 and higher, and
uniformity 80 and higher traded at even to 75 points off NY December futures, same terms as
above. Domestic mill buyers purchased a very light volume of 2003 and 2004-crop cotton for
prompt delivery. Buyers also purchased a light volume of 2004-crop cotton for November and
December delivery.

Some producers took advantage of higher NY December futures prices late in the period to
fix the price on previously contracted cotton. Price fixations ranged from 47.00 to 48.50 cents.
Producers placed additional fixation orders for as much as 50.00 cents.

Scattered showers slowed harvesting throughout the Southeast. Rainfall accumulations
ranged from a quarter of an inch to one inch. Ginning expanded and almost all of the gins were
operating. Backlogs of modules steadily increased. Yields of 800 to 1,200 pounds per acre were
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reported in north Alabama, 1,000 to 1,400 pounds in North Carolina and Virginia, 800 to 1,000
pounds in Georgia, and 650 to 750 pounds in south Alabama and Florida. According to the NASS
Crop Progress report for the week ending October 10, 37 percent of the crop was harvested in
Alabama, 25 percent in North Carolina, 23 percent in South Carolina, 21 percent in Georgia, and 17
percent in Virginia.

South Central markets. Spot cotton trading was slow. Demand was light. Supplies were
moderate. Local prices were higher. Most producers delivered current-crop cotton against forward
contracts or placed it directly in the CCC loan. Mixed lots of 2004-crop cotton containing mostly
color 31 and better, leaf 3 and better, staple 36, strength averaging about 30 or higher, and mike 37-
49 sold for about 50.00 cents per pound, FOB car/truck (Rule 5, compression charges paid). Mixed
lots of 2003-crop cotton containing mostly color 41 and better, leaf 4 and better, staple 34 and
longer, strength averaging about 28.5, and mike 42-49 sold for about 47.50 cents, FOB car/truck,
same terms as above. Agents of foreign mills made a few inquiries for 2004-crop cotton for prompt
through January 2005 shipment. Interest was best for discounted cotton and for color 31, staple 35,
and color 41, staple 35. No sales were reported.

Wet weather returned to the Delta and stopped outside operations. Rainfall totals ranged from
one and one-half to ten inches. Harvesting was delayed by four or five days in the wettest areas.
Soft ground conditions hampered the movement of modules from fields to gin yards in some areas.
Most cotton gins had sufficient modules on the gin yards to continue operating around the clock. A
few smaller gins had to shut down for a few hours up to one full day after they ran out of readily
available modules. Yields throughout the Delta continued excellent as reflected in the attached
latest NASS Crop Production report. According to the NASS Crop Progress report for the week
ending October 10, Tennessee had harvested 35 percent of its cotton acreage, compared to its five-
year average of 44 percent, Arkansas 43 percent compared to 44 percent, Missouri 40 percent
compared to 51 percent, Louisiana 45 percent compared to 71 percent, and Mississippi 62 percent
of all cotton acreage harvested compared to 56 percent.

Southwestern markets. Spot cotton trading was slow in the East Texas/Oklahoma and West Texas
markets. Supplies were moderate. Demand was light to moderate. Domestic mill inquiries were
light. Interest was best for color 42, leaf 4, and staple 33 and longer. Foreign mill representatives
made inquiries for color 31, leaf 3 and better, and staple 34 and longer.

A light volume of south Texas 2004-crop cotton that contained color 31 and 41, leaf 3 and 4,
staple 37 and 38, and mike 42-47 traded for around 45.50 cents per pound, FOB warehouse
(compression charges not paid). Harvesting was almost completed. Scattered showers and
thunderstorms slowed ginning operations in the Upper Coastal Bend area. Ginning in central Texas
progressed rapidly. Clear weather gave producers an opportunity to apply harvest aid chemicals. A
light volume of east Texas 2004-crop cotton containing color 41 and better, leaf 4 and better, staple
34, and mike 50-55 traded for around 42.25 cents, same terms as above.

A light volume of west Texas 2003-crop cotton that contained mostly color 31 and better, leaf 4
and better, staple 31 and longer, and mike averaging 42 traded for around 44.50 cents, FOB
car/truck (compression charges not paid). Fields were muddy due to heavy rains. A small amount
of cotton with open bolls was beginning to string out and fall on the ground; however, overall yields
were expected to remain high. Yields were expected to be record highs because of timely rains,
advanced seed varieties, and good producer management. Scattered showers fell across the High
Plains Wednesday night and temperatures in the mid 30s. Clear weather was needed to give the wet
fields a chance to dry out and producers time to apply harvest aid chemicals. Some fields were
being defoliated from the air by crop dusters because fields were wet and muddy. Up to one inch of
rain fell in the cotton growing regions of Kansas and Oklahoma. Temperatures were cooler than
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normal. The crop maturity was slightly behind previous years, but yields were expected to be at
record highs.

Western markets. Spot trading of Upland cotton was inactive in the San Joaquin Valley (SJV).
Supplies remained light. Demand continued light. No trading was reported. Some producers
delivered cotton against forward contracts. Others pledged their crop to the CCC loan.

Dry, sunny weather allowed producers to concentrate on harvesting activities. Producers
shredded and disced harvested fields.

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

Temperatures were in the high 90s. Harvesting and ginning continued at a good pace. Rain
and hail storms early in the reporting period halted defoliation in the El Paso territory. Estimates
indicated approximately 10 percent of the crop was lost to hail. Fieldwork was expected to resume
in about seven to ten days. Warmer weather was needed.

American Pima spot cotton trading was slow. Supplies were light. Demand was light. A light
volume of 2003-crop cotton of color 2 and better, leaf 2 and better, staple mostly 48 and longer, and
mike 35-49 traded in the SJV at around 109 cents per pound, FOB truck (compression charges not
paid).

Harvesting continued to make good progress in the San Joaquin Valley. Several additional
gins began operating this week. Limited harvesting was reported in Arizona and no harvesting was
reported in New Mexico and Texas. According to the Foreign Agricultural Service U.S. Export
Sales report, approximately 6,500 bales of Pima cotton were exported primarily from Indonesia,
Thailand, and Taiwan for the week ending October 7.

Textile mill report. Mill buyers purchased a light volume of 2003-crop cotton for prompt through
November 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. Mill buyers purchased a light
volume of 2004-crop cotton for November 2004 through January 2005 delivery. Demand was good
for color 31, leaf 3, staple 35 and 36, mike 35-49 with averages of 40-45, and strength averaging 28
and higher. Demand was moderate for color 41, leaf 4, staple 34, mike 37-47, and strength
averaging 28 and higher. A few mills agreed to accept some 2003-crop cotton in place of 2004-
crop cotton for some deliveries through November. Some mills have begun to pressure merchants
to schedule all of their October and some of their November deliveries of 2004-crop cotton. Most
mills worked a five or six day production schedule.

World cotton supply and demand estimates. According to the October 12, World Agricultural
Supply and Demand Estimates, this month's 2004/05 U.S. projections include higher production,
exports, and ending stocks. Production is raised 650,000 bales to a record 21.5 million bales as
decreases for the Southeast stemming from storm damage are more than offset by increases for
Texas and the Mississippi Delta. Domestic mill use is unchanged. Exports are raised 100,000
bales to 12.3 million bales and ending stocks are increased 10 percent to 6.7 million bales.

World production for 2004/05 is projected at 109.7 million bales this month, more than 10
percent above the previous record set in 2001/02. Sharply higher production relative to last month
raises world ending stocks, despite a moderate increase in world consumption. A 9-percent rise in
India's crop, attributable mainly to higher area, accounts for about half of the world production
increase; production is also higher in Pakistan and Turkey, as well as the United States. World
consumption is raised 0.5 percent from last month due to increases for China, India, and Pakistan.
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World trade is virtually unchanged, as higher projected imports by China are offset by decreases for
India and Pakistan. World ending stocks are raised nearly 5 percent from last month to about 42
million bales.

All cotton production in the United States was forecast at 21.5 million 480-pound bales, up 3
percent from last month and 18 percent above last year's 18.3 million Bales, according to the
Agricultural Statistics Board, NASS, USDA. Yield is expected to average 782 pounds per acre, up
24 pounds from last month and 52 pounds from 2003. If realized, both production and yield would
be the largest on record. Thirteen of the 15 published States are expecting production to remain the
same or increase from a month ago. Harvested area, at 13.2 million acres, is the same as
September but up 10 percent from 2003.

Upland cotton harvested area, at 13.0 million acres, is the same as last month but 10 percent
above 2003. Based on additional survey and administrative data, Alabama expects to harvest
10,000 acres less than September, while Mississippi harvested area increased by 10,000 acres.
American Pima harvested area, at 253,000 acres, is the same as last month but up 43 percent from
last year.

During the month of September, three Hurricanes (Frances, Ivan, and Jeanne) crossed over the
Southeast. Damage reported included plants that were blown over and twisted and cotton that was
knocked out of the bolls. Producers were concerned that the bolls may become hard locked if they
received more rain. Alabama, Florida, and Georgia producers expanded defoliation with the return
of drier weather conditions at the end of September.

Harvesting in the Delta region was limited to extreme southern areas at the beginning of the
month. Defoliation was delayed until after dissipation of adverse weather associated with
Hurricane Ivan. Ideal growing conditions benefited the crop during the middle of the month in the
northern portion of the region. Toward the end of the month, harvest expanded throughout the
Delta but remained behind normal in most states due to below normal temperatures during the
growing season.

In Texas, harvest was winding down in southern areas of the state by mid-September and was
nearly complete in central locations by the end of the month. The cotton crop in the Plains area
was two weeks behind normal, because heat units were below normal throughout most of the
growing season. Producers were defoliating and harvesting between rain showers. Cooler than
normal temperatures slowed the development of Oklahoma's and Kansas' cotton crops which had
previously been ahead of average maturity.

California upland cotton producers experienced extremely cooperative weather, promoting
rapid growth and steady development. The crop continues to mature ahead of the 5-year average.
All of California's cotton continued to be rated good to excellent at the end of September. Whitefly
population was more prevalent this month but remained under control. Harvest was underway in
the San Joaquin Valley. Objective yield survey data indicate California's boll counts are higher
than the previous ten years.

American Pima production is forecast at 715,000 bales, up slightly from September and up 65
percent from 2003. The U.S. yield is forecast at 1,357 pounds per harvested acre, up 10 pounds
from the September forecast. If realized, this would be 15 pounds above the record high yield
established in 2002.

Ginnings totaled 2,221,600 running bales prior to October 1, compared with 2,001,150 running
bales ginned prior to the same date last year and 1,656,350 running bales in 2002.

The following information was excerpted from the Cotton and Wool Situation and Outlook
Report, released October 12, by the Economic Research Service, USDA:
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Foreign Cotton Production/Consumption Gap Lowest in 6 years
The latest U.S. Department of Agriculture (USDA) cotton forecast for 2004/05 indicates a larger
world crop (109.7 million bales) and higher consumption (101.4 million bales) compared with the
September projection, with the United States accounting for more than one-quarter of the global
production gain this month. Both 2004/05 global cotton production and consumption are records.
While foreign cotton consumption is projected at 95.3 million bales, the sixth consecutive
record, foreign production is also expected to increase substantially this season to a high of 88.1
million bales. As a result, the foreign production/consumption gap is projected to decrease from
the huge deficits of the previous 2 years. Since 1998/99, the gap has ranged from 2.8 to 20.2
million bales, with the 2004/05 gap currently estimated at 7.2 million. As a result, foreign import
demand is expected to decrease from last season’s high but still remain one of the largest in the last
15 years.

U.S. Production Forecast Increased in October

According to USDA’s October Crop Production report, the 2004 U.S. cotton crop is forecast at a
record 21.5 million bales, up 3 percent from last month and 18 percent above a year ago. Upland
production is forecast at 20.8 million bales, 625,000 bales above September’s forecast, while the
extra-long staple (ELS) crop is projected at 715,000 bales, 5,000 bales above last month.

Over the last 20 years, the October forecast has been above final cotton production 8 times
while below the final estimate 12 times. Also, past differences between the October forecast and
the final production estimate indicate that chances are two out of three for the 2004 U.S. cotton
crop to range between 20.6 and 22.4 million bales.

Compared with last month, the cotton production decrease in the Southeast, the result of the
effects of several hurricanes, was more than offset by gains in the other regions. The Southeast
declined 300,000 bales from the September forecast to about 4.3 million bales, with Georgia
accounting for 250,000 bales of the loss. In contrast, the October forecast for the Southwest rose
300,000 bales to nearly 7.7 million bales, with Texas production accounting for the increase. The
region is expected to account for 37 percent of the upland crop this season, similar to the 1988
season.

The Delta region was increased 600,000 bales this month to nearly 6.4 million bales. Each
State, except Tennessee, contributed to the gain. Mississippi led the way with an increase of
300,000 bales to 2.1 million, an output similar to 2003/04. At 893 pounds per harvested acre, the
regional yield is close to last season’s record of 906 pounds. Meanwhile, the West region increased
50,000 bales to 2.5 million, with the increase attributable to California. The region’s upland yield
is now forecast at a record 1,414 pounds per harvested acre.

Total cotton harvested area remains estimated at 13.2 million acres, or an implied
abandonment rate of only 3.9 percent, the lowest since 1997. Based on the harvested area, the U.S.
cotton yield is estimated at an extraordinary 782 pounds per harvested acre, more than 50 pounds
higher than the previous record set during the 2003 season. The record yield is largely attributable
to excellent crop conditions that have continued well above last season. As of October 10th, 66
percent of the cotton acreage was in “good” or “excellent” condition, compared with last season’s
49 percent. Meanwhile, 13 percent of this season’s crop was rated “poor” or “very poor,”
compared with 20 percent in 2003.

Cotton area harvested as of October 10th was estimated at 29 percent, slightly above that of
last season but below the 5-year average of 33 percent. Harvest is lagging in a number of States,
including Louisiana, Texas, and Missouri, all 10 percentage points below their average. In contrast,
North Carolina harvest progress is more than 10 percentage points ahead. Meanwhile, cotton
ginnings are proceeding ahead of the last several seasons. As of October 1, 2004, cotton ginnings
had reached 2.2 million running bales, compared with 2 million last season and 1.7 million in 2002.



Demand and Stock Estimates Revised Upward

U.S. cotton demand for 2004/05 was raised slightly this month as exports were increased 100,000
bales. Exports are now forecast at 12.3 million bales, about 1.5 million below last season’s record.
Mill use remains estimated at 6.1 million bales in October. As a result, total demand for U.S.
cotton is now expected to reach 18.4 million bales, 3.1 million below the latest production forecast.
This has resulted in the estimate for ending stocks to nearly double from a year ago. Ending stocks
for 2004/05 are now projected at 6.7 million bales, compared with 3.5 million this past season.
Consequently, the 2004/05 U.S. stocks-to-use ratio is estimated to increase to 36 percent from last
season’s 17 percent.

2003/04 Supply and Demand Adjustments

USDA’s supply and demand estimates for 2003/04 were revised slightly this month based on final
data from the Census Bureau. Total raw cotton imports last season were 45,000 bales, with 42,000
of this total being ELS cotton. In addition, U.S. mill use was placed at 6.489 million bales, nearly
800,000 bales below 2002/03. Meanwhile, U.S. raw cotton exports last season totaled 13.759
million bales, according to the Census Bureau. As a result, ending stocks are now estimated at
3.506 million bales, nearly 1.9 million below the beginning level. Likewise, the stocks-to-use ratio
at the end of 2003/04 declined from 28.1 percent in 2002/03 to 17.3 percent last season.

In addition, USDA’s National Agricultural Statistics Service announced on October 12th that
the final 2003/04 upland cotton farm price was 61.8 cents per pound. While slightly lower than the
previous estimate, the 2003/04 price was 17.3 cents above a year earlier. The detailed price data
will be published in the Agricultural Prices report released October 29th.

Textile Imports Continue Rise in July

July textile imports rose 95.3 million pounds to 1.7 billion pounds, only 3.1 million below the
record shipments during July 2003. Larger imports of all major fibers occurred in July compared
with a month earlier. Apparel imports, at 1.1 billion pounds, increased 110.4 million pounds (11
percent) from June 2004 and more than offset slight declines in all other major end-use categories.
Cotton textile imports, at 913.4 million pounds, rose 5 percent from a month earlier, but were 3
percent below a year earlier. All of the July increase in cotton textiles was attributable to larger
imports of apparel. Larger imports from major suppliers from Asia (China, India, Pakistan, and
Indonesia) accounted for most of the increase.

Textile exports, at 407.4 million pounds, declined 5 percent from a month earlier, but were 2
percent above July 2003. Exports of all major fibers, except silk, declined from a month earlier.
Declines in yarn, thread, and fabric and floor covering more than offset small increases in apparel
and home furnishing shipments in July. Cotton textile exports, at 189.4 million pounds, declined 5
percent from June, but were 2 percent above July 2003. Lower shipments to North American
countries, such as Mexico, Honduras, Canada, and El Salvador accounted for most of the decline in
July cotton textile exports.

During the first 7 months of 2004, the textile trade deficit is on track to establish another
annual record. The overall deficit rose to 6.9 billion pounds by the end of July, compared with 6.7
billion in 2003 and 5.5 billion in 2002. Historically, cotton textiles and apparel accounted for the
largest share of the trade deficit. Through July, cotton imports have exceeded exports by 4.0 billion
pounds, representing 58 percent of the total deficit. With larger imports of cotton and other major
fibers, the textile trade deficit will likely continue to widen in 2004.

World Cotton Production, Consumption, and Stocks Up in 2004/05
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World cotton production is expected to rise 15.2 million bales from the year before in 2004/05, to
109.7 million bales. World cotton consumption is forecast to rise 2.5 million bales to 101.4
million. Ending stocks are forecast to rise 8.5 million bales, to 42 million. Both production and
consumption are forecast to be at record highs, while ending stocks are forecast to be their highest
in 3 years.

USDA’s October 2004 forecast of world 2004/05 cotton production is 2.4 million bales higher
than in September. Consumption in 2004/05 is forecast 560,000 bales higher than it was in
September, and world trade is forecast 125,000 bales higher. USDA’s 2004/05 ending stocks
forecast is 1.9 million bales higher.

China’s 2004/05 Production Estimate Remains at 29.5 Million Bales
USDA’s October 2004 forecast of China’s production in 2004/05 is unchanged from the month
before. Procurement there is in its early stages in the first half of October, and farmers are
reportedly holding back deliveries in many areas due to dissatisfaction with prices. Weather during
2004 remained much more favorable through September than during 2003 in every major cotton
growing region outside of Shandong. China’s 2004/05 cotton crop is forecast at 29.5 million bales,
7.2 million bales higher than the year before. Area is estimated to have risen 11 percent, to 5.7
million hectares, while yields are forecast to have largely rebounded from 2003/04’s decline.
USDA’s estimates of China’s cotton production typically go unrevised from the month before
in October. During 1993-2003, USDA did not revise its estimate of China’s cotton production in
October 82 percent of the time. October is the month during which USDA is least likely to revise
its current year estimate of China’s cotton production until spring. September and November are
the months during which USDA has most often revised its estimate.

South Asian Production Conditions Favorable

India’s 2004/05 cotton crop is forecast 1.2 million bales higher in October 2004 than it was in
September. Producers in India responded more strongly than previously expected to last year’s
high prices and the opportunities provided by a relatively favorable monsoon. The Maharashtra
Department of Agriculture cotton sowing progress report indicates cotton area in Maharashtra rose
almost 200,000 hectares from the year before. This is the state’s first increase in area planted to
cotton since 1999/2000. In addition to a favorable monsoon in the Central Zone, India’s yield
prospects were bolstered by early planting in the Northern Zone, and the spread of new varieties
there. India’s nationwide cotton area in 2004/05 is forecast 900,000 hectares higher than during the
year before, at 8.7 million hectares. Yields are forecast slightly below the extraordinary level
reached in 2003/04, and production is forecast only 400,000 bales higher than the year before, at
14.2 million bales.

Pakistan’s 2004/05 cotton crop is forecast 250,000 bales higher in October 2004 than it was in
September. Weather has been favorable there this year, and, as in Northern India, the 2004/05 crop
was planted early. USDA’s previous estimate had assumed normal yields, which is an average of
good and bad years. Given evidence that this year’s conditions were favorable, USDA’s estimate
for the 2004/05 yield was adjusted to be slightly above average.

The favorability of this year’s conditions were recently confirmed by an 85-percent year-to-
year increase in the level of October 1 arrivals at Pakistan’s gins. At 9 million bales, USDA’s
forecast is only 16 percent above a year earlier. Deliveries to gins in Pakistan have been tending to
rise earlier and earlier each year, boosting the early-season share of production over time. This
year’s early planting also boosted the early-season share of deliveries, making the October 1
increase from the year before a less reliable indicator of the size of the crop. On October 11,
Pakistan’s Government announced its production estimate of 9.1 million bales.
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Estimating China’s Cotton Textile Exports in Volume Terms

China has the world’s largest textile industry and is the world’s largest textile exporter. It is also
one of the world’s largest consumers of cotton at the household level. Data on China’s textile
production and trade is widely available, but not on household consumption.

Typically, a country’s household consumption of textiles is estimated as the difference
between its domestic production and net exports. USDA has an accepted methodology for
estimating the volume of production for China’s cotton textiles but not for estimating the volume of
net trade in cotton textiles. This section provides an update on some preliminary efforts by USDA
to estimate China’s household consumption by estimating the amount of cotton embodied in
China’s textile imports and exports.

Timely Estimates of Trade Volume Lacking

The United Nations Industrial Development Organization (UNIDO) reported that the value of
China’s textile and apparel industries’ output reached $88 billion in 2000, about 17 percent of the
total for all the countries UNIDO reports. The World Trade Organization (WTQ) reported China
exported $62 billion of textiles and apparel in 2002, about 18 percent of world trade. In volume
terms, China exported 5.2 million tons of textile products in 2000, according to the International
Cotton Advisory Committee (ICAC), 23 percent of world trade. For cotton, ICAC data indicate
that China exported 15.9 million bales (mill equivalent) of textile products, or 23 percent of world
trade in 2000. China also imports yarn and fabric, so China’s net exports in 2000 were 11.8 million
bales.

China’s textile production and exports have been growing strongly in recent years, but the
availability of UNIDO, WTO, and ICAC data is lagging. USDA uses yarn production published by
China’s National Bureau of Statistics (NBS) to estimate the total volume of China’s textile industry
output. These data suggest China’s textile industry grew 50 percent between 2000 and 2003.
USDA uses data from China’s General Administration of Customs to track the value of China’s
textile and apparel exports, which also rose 50 percent between 2000 and 2003.

However, estimating the amount of cotton China exports in the form of textiles has not been
possible. Textile trade volume is often measured in square meters, dozens, and other non-weight
units. Furthermore, even products measured in kilograms can be a blend of fibers. So, while
USDA estimates that China’s mill consumption of cotton has risen 52 percent between 1999/2000
and 2003/04, there is no indication of how much export volume has changed. In 2000, China’s
domestic market for cotton products was the world’s largest, but consumption by Chinese
consumers had been shrinking since 1992 as the share of man-made fibers grew rapidly. There is
evidence that the shift to man-made fibers had slowed and perhaps reversed in other Asian
countries in recent years. If China’s surge in cotton spinning has outpaced its growth in exports,
this would be evidence that cotton was regaining consumer share in the world’s largest market.

USDA has estimated the volume of U.S. textile imports and exports in fiber equivalents for a
number of years using a set of conversion factors developed through consultation with industry
experts. These conversion factors have been used to develop indexes of the volume of cotton
embodied in China’s imports and exports of yarn, fabric, and other products.

These indexes are accurate in predicting ICAC's estimated changes in China’s trade between
1996 and 2000. Using ICAC’s 1996 estimates as a base, the change in the indexes can be used to
estimate trade in 2000 with an average error of 2 percent. The indexes estimate 2000 exports with a
0.2-percent error, and imports with a 6-percent error. China’s imports are much lower than its
exports, so the larger error for imports is of less concern. This dichotomy is not unexpected since
the fiber conversion factors used were based on U.S. textile imports. Since the United States is the
world’s largest importer of textiles and China is the world’s largest exporter, these conversion
factors have a strong probability of being indicative of the characteristics of China’s exports.
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China’s much smaller imports are undertaken to meet a different set of needs and have some
differences in composition.

China’s Net Exports and Spinning Growing by Similar Amounts

Projecting ICAC’s 2000 estimates to 2003 using these indexes suggest that China’s cotton textile
exports rose by 9.7 million bales to 25.7 million, largely due to growing exports of clothing and
other finished products. Imports grew by 1.4 million bales, almost entirely due to increased
imports of yarn, reaching 5.2 million. China’s net exports are estimated to have grown 8.3 million
bales.

These data are on a calendar year basis, and USDA'’s estimates of China’s cotton mill use are
on a marketing year basis, and the methodology used to estimate trade volume is new. Therefore,
comparisons between the two to discern trends in China’s household consumption of cotton are
preliminary. Using USDA’s marketing year 1999/2000 mill use estimate to compare with ICAC’s
calendar 2000 exports estimate suggests household consumption in China of 9.5 million bales.
Comparing 2002/03 mill use with 2003 exports suggests household consumption of 9.8 million
bales.

The rapid growth in China’s textile industry and the preliminary nature of these estimates of
China’s trade in cotton fiber embodied in textile products make it difficult to draw any conclusions
with certainty. For example, this method overestimated China’s 2000 imports by 6 percent. If the
estimate of China’s 2003 imports were reduced 6 percent, then estimated household consumption
would be only 9.5 million bales.

Each of these estimates suggests that the consumption of cotton products by households in
China is no longer declining. Given China’s rapid economic growth between 2000 and 2003, it is
reasonable to assume that consumption of products containing other fibers has continued to grow.
This indicates that cotton continues to lose market share in China.

Number of Bales in Certificated Stocks

Stocks as of Awaiting Non-Rain Grown May 03 &

Delivery Points 10/14/2004 Review Cotton Forward *
Galveston 10,188 5,039 222 10,183
Houston 0 0 0 0
Memphis 55,595 14,221 387 55,097
Greenville 6,353 614 0 6,353
Total 72,136 19,874 609 71,633

* 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 ginned prior to October 1, in running bales, by states,

10

crops of 2001-2004

Ginnings
State
2001 2002 2003 2004
All Cotton
Alabama 19,250 32,750 21,550 38,300
Arizona 46,850 43,400 36,200 51,600
Arkansas 250,900 76,700 91,650 113,500
California 16,250 4,100 0 19,450
Florida 1/ 3,700
Georgia 44,300 89,600 62,800 82,500
Louisiana 150,800 122,650 257,000 131,200
Mississippi 306,600 275,700 405,300 363,550
Missouri 93,400 16,400 3,700 28,250
New Mexico 1/ 1,100 0
North Carolina 3,350 11,850 950 46,700
Oklahoma 6,100 2,100 1,950
South Carolina 7,800 4,350 2,050 16,350
Tennessee 135,050 39,400 22,300 61,450
Texas 993,700 929,550 1,091,850 1,264,400
Virginia 1/ 0
United States 2,071,700 1,656,350 2,001,150 2,221,600
American Pima
Arizona 1/ 1,350 2,100 0
California 1/ 0 0
New Mexico 1/ 0 0 0 0
Texas 1/ 0
United States 1/ 2,050 2,100

1/ Not published to avoid disclosing individual gins, but included in U.S. totals.

Source: National Agricultural Statistics Service, USDA.
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Cotton acreage harvested, yield per acre, and production

Lint yield per Production 480 Ib. net
State Area harvested harvested acre weight bales /1
Indicated Indicated
2003 2004 2003 2004 2003 2004
1,000 Acres Pounds 1,000 Bales
Upland
Alabama 510.0 535.0 772 673 820.0 750.0
Arizona 213.0 236.0 1,239 1,322 550.0 650.0
Arkansas 945.0 920.0 916 976 1,804.0 1,870.0
California 545.0 557.0 1,317 1,508 1,495.0 1,750.0
Georgia 1,290.0 1,260.0 785 667 2,110.0 1,750.0
Louisiana 510.0 490.0 967 764 1,027.0 780.0
Mississippi 1,090.0 1,090.0 934 925 2,120.0 2,100.0
Missouri 390.0 385.0 862 860 700.0 690.0
New Mexico 38.0 64.0 884 938 70.0 125.0
North Carolina 770.0 725.0 646 781 1,037.0 1,180.0
Oklahoma 170.0 195.0 616 645 218.0 262.0
South Carolina 218.0 218.0 718 731 326.0 332.0
Tennessee 530.0 540.0 806 827 890.0 930.0
Texas 4,350.0 5,500.0 478 637 4,330.0 7,300.0
Virginia 85.0 81.0 674 836 119.4 141.0
Other States 2/ 172.0 174.0 576 607 206.5 220.0
United States 11,826.0 12,970.0 723 771 17,822.9 20,830.0
American Pima
Arizona 2.4 3.0 920 960 4.6 6.0
California 149.0 219.0 1,194 1,414 370.5 645.0
New Mexico 6.0 11.0 1,056 916 13.2 21.0
Texas 20.0 20.0 1,056 1,032 44.0 43.0
United States 177.4 253.0 1,170 1,357 432.3 715.0
U.S. All Cotton 12,003.4 13,223.0 730 782 18,255.2 21,545.0

1/ Production ginned and to be ginned. 2/ Other States include Florida and Kansas. Individual state level estimates will be published in
the "Crop Production 2004 Summary".

Compiled from reports of the Agricultural Statistics Board, National Agricultural Statistics Service, USDA.
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Cotton supply and use: World, United States, major exporters and importers;
marketing years 2003-2004 and 2004-2005 1/
October 12, 2004

Supply Use
Loss Ending
Region Beginning stocks | Production | Imports 3/ | Domestic Exports 3/ 2/ Stocks
2003-2004 [Estimated]
World 36.74 94,51 34.10 98.91 33.00 -0.04 33.48
United States 5.38 18.26 0.05 6.49 13.76 -0.07 3.51
Total Foreign 31.35 76.26 34.05 92.42 19.24 0.03 29.97
2004-2005 (Projected)
World 33.48 109.67 31.88 101.40 31.65 0.02 41.95
United States 351 21.54 0.04 6.10 12.30 -0.01 6.70
Total Foreign 29.97 88.12 31.84 95.30 19.35 0.03 35.25
Major exporters 4/ 7.40 28.02 2.56 14.87 13.63 -0.05 9.54
Pakistan 2.03 9.00 1.62 10.00 0.20 0.03 243
Central Asia 5/ 1.54 7.67 3/ 1.96 5.24 0.00 2.00
African Franc Zone 6/ 1.28 4.50 3/ 0.20 4.10 0.00 1.47
S. Hemisphere 7/ 1.49 3.83 0.39 1.08 2.48 -0.09 2.24
Australia 0.59 2.20 3/ 0.07 1.60 -0.10 1.23
Major importers 20.41 56.81 24.66 73.87 4.57 0.06 23.38
Brazil 4.61 6.00 0.50 3.95 2.20 -0.10 5.06
India 4.06 14.20 0.78 14.00 0.40 0.00 4.64
Mexico 1.06 0.55 1.50 1.90 0.20 0.03 0.99
China 6.24 29.50 6.85 34.75 0.20 0.00 7.64
EU-25 8/ 0.97 2.05 2.89 3.47 1.26 0.06 111
Russia 0.20 3/ 1.48 1.45 0.00 0.00 0.22
Turkey 1.40 4.35 2.15 6.10 0.25 0.00 1.55
Selected Asia 9/ 1.87 0.16 8.52 8.25 0.06 0.08 217
Indonesia 0.37 0.04 2.30 2.20 0.02 0.05 0.44
Thailand 0.38 0.06 2.15 2.02 0.01 0.03 0.54

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

2004
Description Sep. Sep. Sep. Oct. Oct. Oct.
10-16 17-23 24-30 1-7 8-14 15-21
Adjusted world price 1/ 43.07 42.32 39.94 39.61 38.42 37.69
Coarse count adjustment 0.00 0.00 0.00 0.00 0.00 0.00
Loan Deficiency Payment (LDP) 8.93 9.68 12.06 12.39 13.58 14.31

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 Sep. Sep. Sep. Oct. Oct. Oct.
10-16 17-23 24-30 1-7 8-14 15-21
U.S. Northern Europe price 1/ 58.15 56.75 53.95 53.95 53.50 52.85
Northern Europe price 1/ 58.13 57.38 55.00 54.67 53.48 52.75
User Marketing Certificate rate 0.00 0.00 0.00 0.00 0.00 0.00
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 Far
Date Futures Settlement 7 Market Staple 35 Count Eastern
Dec '04 Mar '05 May '05 Jul '05 Oct '05 Average '‘A'(NE)1/ | 'B'(NE)1/ | 'A'Index 1/
Oct 8 47.35 49.37 50.60 51.50 52.25 44.89 53.45 50.90 51.60
Oct 11 46.52 48.60 49.75 50.90 51.65 44.09 53.45 50.90 51.60
Oct 12 44.79 46.70 47.90 48.90 50.15 42.35 52.90 50.35 51.05
Oct 13 45.95 47.28 48.35 49.56 51.15 43.68 51.65 48.75 49.60
Oct 14 46.52 47.46 48.40 49.45 50.95 44.62 52.30 49.60 50.25
1/ C.L.F. Northern Europe and C.F. Far Eastern price furnished by Cotton Outlook of Liverpool.
U.S. upland cotton export sales and exports, in running bales, for week and year, marketing years 2003-2004 and 2004-2005
Marketing Years
Description 2003-2004 2004-2005
Through Oct 9, 2003 Through Oct. 7, 2004
Week Mkt. Year Week Mkt. Year
Outstanding sales - 2,473,200 - 4,505,400
Exports 96,300 1,419,800 85,600 1,189,800
Total export commitments - 3,893,000 - 5,695,200
New sales 323,200 - 117,400 -
Buy-backs and cancellations 4,200 - 18,600 -
Net sales 319,000 - 98,800 -
Sales next marketing year 2,000 149,800 3,200 168,000

RB), Pakistan (7,000 RB), and Indonesia (6,700 RB).

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

Net Upland sales of 98,800 RB were 25 percent below the week earlier, but 8 percent over the prior 4-week average. The major buyers were Turke
(55,600 RB), Hong Kong (12,300 RB), Thailand (12,200 RB), Indonesia (11,200 RB), Taiwan (7,300 RB), and China (5,800 RB). Decreases were
reported for Pakistan (8,400 RB), Canada (6,200 RB), and the United Arab Emirates (2,600 RB). Exports of 85,600 RB were 15 percent below the
previous week, but 18 percent over the prior 4-week average. The primary destinations were Mexico (21,100 RB), Turkey (9,200 RB), Canada (8,60

October 14, 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
4577 4377 41.02 42.02 46.52 43.27 38.02 41.77 33 46.52 4252 38.02 41.52 4552 4477 4177 40.27
46.77 4452 4152 42.77 47.02 4452 4052 43.77 34 46.77 4452 40.52 43.77 4952 4777 45.02 40.77
4727 46.02 4252 43.02 48.77 4552 4102 44.02 35 48.77 4552 41.02 44.02 5227 5152 46.77 41.27
48.02  46.77 4252 43.02 49.02 46.02  41.02 44.02 36 49.02  46.02 41.02 44.02 54.37 53.62 47.62 41.37
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
42.25 4150 40.50 40.25 | 41.75 41.00 3950 39.25 29
43.00 42.50 41.00 40.75 | 4250 4175 40.00 39.75 30
43,50 43.00 41.75 40.75 | 42.75 4225 4100 39.75 31
4425 4350 42.25 4150 | 43.00 4225 4175 40.50 32
4575  45.25 44.00 42.00 | 45.75 44775 43.00 41.75 33
47.25  46.00 44.50 4325 | 4750 45.75 4350 42.75 34 51.27 50.77 45.77  46.27
50.25  49.00 46.00 4450 | 48.25 47.75 4525 44.25 35 57.02 55.52 48.27  49.27
51.75  49.75 47.00 46.50 | 49.25 48.50 46.00 45.25 36 58.42 55.82 48.57  49.52
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
0 25 25 15 37-42 15 25 25 19
0 0 0 0 Base 43-49 0 0 0 0
-200 -175 -175 -175 50-52 -175 -275 -450 -232
-300 -300 -300 -250 53 & Above -250  -475 -313
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 -75 -50 -50 -60 77 & below -60 -80 -60 -62
-175 19.5-20.4 -175 -175 -60 -40 -40 -50 78 -50 -70 -50 -51
-425 275 -275  -150 20.5-21.4 -150  -450 -288 -50 -30 -30 -40 79 -40 -60 -40 -41
-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
-250 -125  -125  -100 23.5-24.4 -100 -100  -100  -129 0 0 0 0 82 0 0 0 0
-175  -100  -100  -100 24.5-25.4 -100 -100 -100 -111 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 47.75 47.50
32 49.25 48.50 48.00 47.75
48.00 4750 45.75 46.00 48.50 47.75 4575 46.00 33 50.00 49.25 48.75 48.50
49.00 48.75 46.50 46.75 51.00 49.75 46.50 46.75 34 51.50 50.25 49.75 48.75 | 59.00 57.50 53.50
49.75 4950 47.00 47.25 51.25 50.00 47.00 47.25 35 62.50 62.00 60.00
36 63.17 62.00 60.00

October 14, 2004
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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 94.25 97.75 99.75 1 1 98.75 104.00 106.00
2 94.25 97.50 99.50 2 98.75 104.00 106.00
3 92.00 94.50 94.50 3 96.75 100.25 101.00
4 - - - 4 - - -
5 - - - 5 - - -
6 - - - 6 - - -
2 1 92.75 96.75 97.75 2 1 97.25 103.25 104.75
2 92.75 96.75 97.75 2 97.25 103.00 104.50
3 91.75 94.00 94.00 3 96.75 99.00 99.75
4 71.25 73.00 74.00 4 74.50 77.00 77.75
5 - - - 5 - - -
6 - - - 6 - - -
3 1 86.00 90.50 92.00 3 1 92.75 97.00 98.00
2 86.00 90.50 92.00 2 92.75 97.00 98.00
3 85.00 88.75 89.50 3 91.25 93.50 94.50
4 69.00 71.25 72.00 4 73.00 75.75 76.50
5 67.50 69.00 70.25 5 69.00 70.00 71.25
6 - - - 6 - - -
4 1 67.75 70.25 70.25 4 1 71.25 73.75 73.75
2 67.75 70.25 70.25 2 71.25 73.75 73.75
3 67.25 70.25 70.25 3 70.75 73.75 73.75
4 66.75 69.75 69.75 4 70.25 73.25 73.25
5 65.50 66.50 66.50 5 66.00 67.00 67.00
6 - - - 6 - - -
5 1 - - - 5 1 - - -
2 59.25 59.75 59.75 2 60.75 61.25 61.25
3 59.25 59.75 59.75 3 60.75 61.25 61.25
4 59.25 59.75 59.75 4 60.75 61.25 61.25
5 58.75 59.00 59.00 5 60.50 61.00 61.00
6 - - - 6 - - -
6 1 - - - 6 1 - - -
2 50.00 50.25 50.25 2 51.50 51.75 51.75
3 50.00 50.25 50.25 3 51.50 51.75 51.75
4 50.00 50.25 50.25 4 51.50 51.75 51.75
5 49.75 50.00 50.00 5 51.25 51.50 51.50
6 49.50 49.50 49.50 6 50.75 51.00 51.00
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.

October 14, 2004



