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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
43.04 cents per pound for the week ending Thursday, January 6, 2005. The weekly average was up
from 42.09 cents per pound for the previous week but down from 69.22 cents for the corresponding
week a year ago. Quotations ranged from a low of 42.05 cents on Monday, January 3 to a high of
43.83 cents on Thursday, January 6. The New York March futures settlement price ended the week at
45.81 cents per pound, as compared to 44.77 cents last week.

The USDA announced on December January 6 that the Adjusted World Price (AWP) was 34.00 cents
per pound and, for the period January 7 through January 13, the Loan Deficiency Payment (LDP) rate
for Upland cotton will be 18.00 cents per pound, the Extra Long Staple (ELS) Competitiveness
Payment for Pima cotton will be 46.99 cents per pound, and the User Marketing Certificate Rate (Step
2) Payment for Upland cotton will be 4.59 cents per pound.

Southeastern markets. Spot cotton trading was moderate. Supplies were moderate. Offerings were
moderate. A light volume of color 31 and 41, leaf 3, staple mostly 35 and longer, mike mostly 40-45,
and strength averaging about 29 sold for 42.25 cents per pound, FOB car/truck (Rule 5, compression
charges paid). Mixed lots of mostly color 41 and better, leaf 3-5, staple 34 and longer, mike 37-49,
and strength averaging about 29 sold around 40.50 cents, same terms as above. A light volume of
color 41 and 51, leaf 3 and 4, staple 33 and 34, mike 37-49, and strength 24-27 traded at around 225 to
250 points off NY March futures, FOB car/truck, Georgia terms ( Rule 5, compression charges paid,
30 days free storage). Agents for foreign mills in India made inquiries for color 31, staple 37; agents
in Taiwan inquired for color 31, staple 35; and agents in Turkey inquired for color 31, staple 33.
Harvesting resumed under mild, sunny weather conditions where scattered pockets of cotton
remained in the fields. Light scattered rain fell over north Alabama and Georgia late in the period.
Most gins in south Georgia were operating on gin days and expected to finish ginning in mid to late
January. Larger gins in the Carolinas that experienced delays due to inclement winter weather
resumed ginning. Growers focused on fieldwork such as cutting stalks and planting cover crops.

South Central markets. Spot cotton trading was moderate. Demand was moderate. Supplies were
heavy. Several merchants indicated that they were inundated with offers, some related to moving
income to the 2005 tax year. Producers offered four to five cents per pound for equities of CCC loan
cotton, although a few lots were sold in the three and one-half to four and one-half cents range.
Merchants paid three and one-half to four cents for a light volume of CCC equities of mostly color 41
and better, leaf 4 and better, staple 34 and longer, mike averaging about 49, strength averaging about
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29, and uniformity averaging about 83. The CCC sold a light volume of 2003-crop cotton forfeited to
the loan of mostly color 31 and better, leaf 3 and better, staple 35 and longer, mike averaging about 46,
strength averaging about 28, and uniformity averaging about 82 sold for around 38 cents per pound,
FOB car/truck (Rule 5, compression charges paid). Agents for mills in Turkey and Korea inquired for
color 31 and 41, leaf 3 and better, and staple 34 and longer for February through August shipment, but
no sales were reported.

Virtually all of the harvesting was completed in the mid-south. Industry contacts were doubtful
that the small acreage of unpicked cotton would now be harvested considering the current weather.
Ginning was finished in Missouri and Louisiana with the exception of an occasional gin day. Three
gins were still operating in Mississippi and southern Arkansas; one of these gins was expected to finish
by the end of the reporting period. A number of gins were still operating in northern Arkansas and
Tennessee; several were expected to complete operations within a few days.

Southwestern markets. Trading of spot cotton was moderate in the East Texas/Oklahoma market and
active in the West Texas market. Offerings were heavy in west Texas and moderate in east
Texas/Oklahoma. Demand was good. New York March futures prices were higher. Agents for
domestic mills inquired for color 32, leaf 3, staple 32, and mike 30-42 for February/March 2005
delivery. Foreign mill representatives inquired for color 21, leaf 2, staple 36 and longer, and mike 35-
49 for February through May 2005 shipment.

A large volume of mixed lots of color mostly 41, leaf 3 and 4, staple 34-36, and mike 27-42 (averaging
32) traded in west Texas for around 34.75 cents, FOB car/truck (compression charges not paid). A light
volume of mostly color 43, leaf 4, staple 34, and mike 30-33 sold for around 32.00 cents, same terms as
above.

A light volume of color mostly 41, leaf 5, staple 34 and longer, and mike mostly 36-41 traded in
Oklahoma for around 34.00 cents per pound, FOB car/truck (compression charges not paid). A light
volume of color mostly 51, leaf 3-6, staple 31-34, and mike 36-44 traded for around 34.50 cents, same
terms as above. Harvesting neared completion. Less than 20 percent of the crop remained unharvested.
Kansas had four of the five gins in operation. Approximately 80 to 90 percent of the crop was stripped
and stored in modules. Adverse weather conditions continued to delay harvesting.

According to Plains Cotton Growers (PCG), approximately 90 percent of the west Texas cotton
crop was harvested, 55 percent was ginned, and 48 percent was classed as of December 31, 2004. Gins
continued to run at full capacity. Most gins had backlogs of seed cotton on the gin yards. Modules
remained in previously harvested fields. Most of the Texas High Plains crop will be off the stalk in 10
to 14 days. Some gins were expected to be finished by early February and could continue well into
March. Heavy rains and freezing temperatures moved through the High Plains mid-week. Rainfall
accumulations ranged from one-half to over one inch. Field activity was halted because fields were too
soft to support equipment. Nighttime temperatures were expected to remain well below freezing and
daytime highs should reach only the low 30s.

Western markets. Spot trading of Upland cotton was slow to inactive in the San Joaquin Valley
(SJV). Supplies were moderate. Demand was good for color 31 and better, leaf 3 and better, and
staple 36 and longer. Prices were firm. Even-running lots of color 21, leaf 2, staple 36 and longer, and
mike 37-49 traded for about 1575 points on NY March futures, UD free, port warehouse. Equities in a
heavy volume of CCC loan cotton traded for around 11 to 13 cents per pound. A moderate volume of
mostly color 31, leaf 3, and staple 36 and longer was sold to China for January through March
shipment. Harvesting was complete throughout the region and some gins were closed for the season
and others were expected to be completed within the next two weeks. A strong Pacific weather system
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brought over two inches of rain to the SJV and dropped several feet of snow in the Sierra Nevada
Mountain range early in the reporting period.

Spot trading of Upland cotton in the Desert Southwest (DSW) was active during and following the
holiday period. Supplies were moderate. Demand continued to be good for color 31 and better, leaf 3
and better, and staple 35 and longer. A moderate volume of mostly color 21 and better, leaf 2 and
better, staple 34, mike 35-49, and strength 25-30 sold for about 40 cents per pound, FOB compress.
Mixed lots of mostly color 31 and better, leaf 3 and better, staple 34, mike 35-49, and strength 25-29
traded for around 37 cents, same terms as above. Merchants paid 8.50 to 9.00 cents for a heavy of
volume of equities of mostly color 31 and better, leaf 3 and better, staple 35 and longer, mike 35-49,
and strength averaging 26-31. Mill buyers in China purchased a moderate volume of cotton of mostly
color 31, leaf 3, and staple 35 for January shipment. Harvesting was virtually completed.

American Pima spot cotton trading was active. Supplies were moderate. Demand continued good for
all qualities. Producer offerings were moderate. Prices were sharply higher across the board. The
sharply increasing values of the Step 2 payment have contributed to higher evaluations for lower
quality Pima. Sales to mills in India, Pakistan, and Japan were for prompt shipment.

A moderate volume of SJV Pima of mostly color 3 and better (with about 38 percent color 4 and
lower), leaf 3 and better, staple 46 and longer (with approximately 43 percent short staple), with a
small percentage of low mike and low strength sold for 102 cents per pound, UD free, FOB warehouse.
A moderate volume of color 2, leaf 2, and staple 46 sold for about 119 cents per pound, same terms as
above. A moderate of volume of mostly color 6 and 7 sold for about 89 cents to domestic mills for
January shipment. A light volume of Texas growth Pima cotton of mostly color 2 and better, leaf 2,
and staple 46 and longer, mike 35-49, and strength averaging about 38 traded for 111 cents per pound,
FOB compress. Mill buyers in Japan purchased a light volume of color 2, leaf 2, staple 46, mike 35-
49, and strength averaging about 38 for January shipment. Ginning was nearing completion.

Textile mill report. Mill buying activity was hand-to-mouth. Buyers inquired for a light volume of
discounted qualities (color 42, color 51, or grassy cotton) for fill-in needs. Merchants were not
entertaining lower bids from mill buyers for nearby shipment. Mill representatives focused on
scheduling February deliveries as warehouse loadout dates were booked six to eight weeks out. Some
mills were able to take in cotton scheduled for March delivery.

Cotton Prices to Rise in 2005. World cotton production is estimated at a record of almost 25 million
tons in 2004/05, up 4.2 million tons, or 20%, from last season, according to the International Cotton
Advisory Committee. World consumption is projected to rise to an all-time-high of 22.5 million tons,
up 1.2 million tons (6%) from last season. With production higher than consumption, world ending
stocks are projected to swell by 2.3 million tons this season, and will surpass 10 million tons by July
31, 2005. As a result, the Cotlook A Index dropped from 80 cents per pound at the end of October
2003 to 47 cents in mid-November 2004, the lowest since July 2002. Supply and demand estimates
suggest that the Cotlook A Index will average 48 cents per pound this season, 20 cents (30%) below
the 6-year high in 2003/04.

Declining cotton prices in 2004 will curtail plantings and stimulate cotton mill use in 2005/06.
Production is forecast to decline to 22.5 million tons next season, down 2.4 millions tons (10%), but
still the second largest crop on record. Mill use is projected to climb to an unprecedented 22.9 million
tons, up 400,000 tons (almost 2%), outpacing production by an estimated 400,000 tons.

The ending stocks-to-use ratio outside China (Mainland) is projected to rise 2 percentage points to
74% in 2005/06, the highest since the late 1950s. However, due to lower domestic prices, production



in China (Mainland) is projected to decrease to 5.8 million tons in 2005/06, down half a million tons
from the estimated crop in 2004/05, while consumption is projected to reach 8.3 million tons, up 4%.
Therefore, net imports by China (Mainland) are forecast to surge to a record of almost 2.5 million tons
in 2005/06, up 700,000 tons from the forecast for the current season. As a result, the season-average
Cotlook A Index is projected to rebound to 59 cents per pound in 2005/06, up 11 cents (23%) from the
projected average for this season.
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Number of Bales in Certificated Stocks

Stocks as of Awaiting Non-Rain Grown May 03 &

Delivery Points 1/6/2005 Review Cotton Forward *
Galveston 4,720 0 0 4,715
Houston 0 0 0 0
Memphis 48,291 83 67 47,793
Greenville 5,913 0 0 5,913
Total 58,924 83 67 58,421

* 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.
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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

2004-2005
Description Dec Dec Dec Dec Dec 31- Jan
3-9 10-16 17-23 24-30 Jan 6 7-13
Adjusted world price 1/ 33.63 33.42 33.48 33.57 33.61 34.00
Coarse count adjustment 0.00 0.00 0.00 0.00 0.00 0.00
Loan Deficiency Payment (LDP) 18.37 18.58 18.52 18.43 18.39 18.00

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

2004-2005
Description Dec Dec Dec Dec Dec 31- Jan
3-9 10-16 17-23 24-30 Jan 6 7-13
U.S. Northern Europe price 1/ 53.45 52.15 52.00 52.85 52.83 53.63
Northern Europe price 1/ 48.69 48.48 48.54 48.62 48.65 49.04
User Marketing Certificate rate 4.76 3.67 3.46 4.23 4.18 4.59

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
Mar 05 May 05 July 05 Oct 05 Dec 05 Average 'A'(NE)1/ | 'B'(NE)1/ | 'A'Index 1/

Dec 31 HOLIDAY 48.80 46.90 47.60
Jan 3 44.12 44,53 45.35 47.53 48.15 42.05 HOLIDAY
Jan 4 44.49 44.96 45.79 47.75 48.45 42.53 48.75 46.90 47.60
Jan 5 45.62 46.16 47.10 48.80 49.70 43.76 49.10 47.15 47.95
Jan 6 4581 46.50 47.50 49.20 50.17 43.83 49.50 47.50 48.45

1/ C.1.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 Dec 25, 2003 Through Dec 23, 2004
Week Mkt. Year Week Mkt. Year
Outstanding sales - 5,253,600 - 4,991,100
Exports 175,200 3,352,700 243,400 2,983,200
Total export commitments - 8,606,300 - 7,974,300
New sales 106,700 - 150,700 -
Buy-backs and cancellations 3,200 - 9,700 -
Net sales 103,500 - 141,000 -
Sales next marketing year 13,300 357,300 (700) 286,900

Net Upland sales of 141,000 RB were 42 below the week earlier and the prior 4-week average. The primary buyers were Turkey
(61,800 RB), China (35,800 RB), South Korea (13,400 RB), and Taiwan (9,800 RB). Exports of 243,400 RB were 64 percent above
the previous week and 37 percent over the prior 4-week average. The primary destinations were China (84,900 RB), Turkey (35,800
RB), Thailand (23,000 RB), Mexico (22,300 RB), Indonesia (15,100 RB), South Korea (14,700 RB), and Taiwan (11,100 RB). Net
American Pima sales of 15,800 RB were mainly to Indonesia (4,600 RB), Pakistan (4,200 RB), South Korea (2,800 RB), and India
(2,400 RB). Exports of 24,700 RB were primarily to Taiwan (9,400 RB), Pakistan (3,900 RB), India (3,500 RB), and China (3,100
RB).

Source: Export Sales Reporting Division, Foreign Agricultural Service, USDA.
NOTE: Data may not add due to rounding.

January 6, 2005
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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
4456 4256 39.31 40.06 4431 4256 36.81 40.81 33 4431 4231 37.06 40.81 4456 4381 4081 39.06
4506 43.81 40.31 40.56 46.06 4331 4056 42.06 34 46.06 4331 40.31 42.06 4731 46.06 4456 39.81
4531 4381 4131 40.81 47.06 4456 4056 42.81 35 4731 44.06 41.06 42.56 52.81 51.31 46.31 4081
46.81 4431 4131 40.81 48.06 4531 40.56 42.81 36 48.06 44.81 41.06 42.56 53.91 52.66 47.16 40.91
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
40.25 39.25 38.25 38.00 | 40.75 39.75 3825 37.75 29
41.00 40.25 38.75 38,50 | 41.50 4050 39.00 38.25 30
41.75 41.00 40.25 38,50 | 41.75 41.00 40.00 38.25 31
42.75 42.00 40.75 39.50 | 4250 4150 40.50 39.25 32
4450 43.50 41.75 40.00 | 4450 4350 4150 40.25 33
46.75 44.50 42.00 41.00 | 45.25 43.75 42.00 41.00 34 53.31 52.81 47.81 48.31
47.75 4550 42.25 4150 | 45.75 45.00 43.00 41.75 35 59.56 58.06 51.31 5131
49.00 46.00 43.25 42.75 | 47.00 46.25 4350 42.75 36 61.21 58.36 52.11 5156
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 -925  -1200 -1025
-825 -1000 -1100  -750 25-26 -725  -1000 -900
-425 -650 -750 -475 27-29 -475 -900 -1250 -704
-275 -325 -325  -325 30-32 -325  -425 -550 -364
-150 -125 -125 175 33-34 -200 -275 -350 -200
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
-225 -275 -275 -175 50-52 -175 -275 -450 -264
-325 -350 -350  -250 53 & Above -250  -475 -333
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 -100 -80 -80 -60 77 & below -60 -100 -60 =77
-175 19.5-20.4 -175 -175 -85 -70 -70 -50 78 -50 -90 -50 -66
-425 275 -275  -150 20.5-21.4 -150  -450 -288 -75 -60 -60 -40 79 -40 -80 -40 -56
-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
-200  -100 -100  -100 24.5-25.4 -100 -100 -100 -114 20 30 30 0 83 0 30 30 20
-50 -25 -25 -50 25.5-26.4 -50 -50 -50 -43 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 50 50 25 30.5-32.4 25 50 50 43
50 50 50 25 |32.5 & Above 25 50 75 46
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 4250 42.00 41.75 40.00
32 43.00 42.50 42.50 40.50
49.06 47.81 4731 47.06 48.25 4750 46.00 46.25 33 4475 43.75 43.50 41.75
4931 49.06 47.81 4756 49.50 48,50 46.50 46.75 34 48.00 46.75 46.00 42,75 | 58.25 56.75 52.75
4956 49.31 4831 4781 50.75 49.25 4775 47.75 35 60.75 58.75 54.75
36 61.75 58.75 54.75
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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 1 110.25 113.75 114.00 1 1 115.25 120.25 120.50
2 110.25 113.50 114.00 2 115.25 120.00 120.50
3 99.00 103.25 103.25 3 108.75 113.75 114.50
4 - - - 4 - - -
5 - - - 5 - - -
6 - - - 6 - - -
2 1 109.25 113.25 113.75 2 1 114.25 119.75 120.25
2 109.25 113.25 113.75 2 114.25 119.50 120.00
3 97.75 103.00 103.00 3 106.75 112.50 112.75
4 76.75 81.50 82.50 4 91.00 96.00 96.75
5 - - - 5 - - -
6 - - - 6 - - -
3 1 94.50 97.00 98.50 3 1 103.75 107.00 108.00
2 94.50 97.00 98.50 2 103.75 107.00 108.00
3 92.50 96.75 97.50 3 102.75 106.00 107.00
4 76.00 78.25 79.00 4 89.00 91.75 92.50
5 69.50 71.00 72.25 5 81.00 82.00 83.25
6 - - - 6 - - -
4 1 72.75 75.75 75.75 4 1 88.25 91.25 91.25
2 72.75 75.75 75.75 2 88.25 91.25 91.25
3 72.25 75.75 75.75 3 87.75 91.25 91.25
4 71.75 75.25 75.25 4 87.25 90.75 90.75
5 66.50 67.50 67.50 5 77.00 78.00 78.00
6 - - - 6 - - -
5 1 - - - 5 1 - - -
2 60.25 60.75 60.75 2 73.25 73.75 73.75
3 60.25 60.75 60.75 3 73.25 73.75 73.75
4 60.25 60.75 60.75 4 73.25 73.75 73.75
5 59.75 60.00 60.00 5 73.00 73.50 73.50
6 - - - 6 - - -
6 1 - - - 6 1 - - -
2 50.00 50.25 50.25 2 61.50 61.75 61.75
3 50.00 50.25 50.25 3 61.50 61.75 61.75
4 50.00 50.25 50.25 4 61.50 61.75 61.75
5 49.75 50.00 50.00 5 61.25 61.50 61.50
6 49.50 49.50 49.50 6 60.75 61.00 61.00
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.

January 6, 2005



