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Spot cotton quotations averaged nearly three cents 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 47.99 cents per pound for the week ending Thursday, May 19. The
weekly average was down from 50.90 cents per pound for the previous week and 60.85 cents for the
corresponding week a year ago. Quotations ranged from a high of 49.57 cents on Friday, May 13 to a
low of 46.36 cents on Thursday, May 19. The New York July futures settlement price ended the week
at 50.15 cents per pound, compared to 55.08 cents a week earlier.
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Southeastern markets. Spot cotton trading was active late in the period. Supplies and demand were
light. Local prices were steady to weak. A moderate volume of color 21 and 31, leaf 4 and better,
staple 33 and longer, mike 35-50, and strength 28-29 sold for 55.25 to 56.00 cents per pound, FOB
car/truck (Rule 5, compression charges paid). Even-running lots of color 31 and better, leaf 2 and 3,
staple 36, mike 35-49, and strength 29-31 sold at around 55.50 cents, same terms as above. Even-
running lots of color 31, leaf mostly 2 and 3, staple 34, mike 50-52, and strength averaging 29 sold for
54.00 cents, same terms as above. A heavy volume of color 31 and 41, leaf 4 and better, staple 35 and
36, mike 32-49, and strength 28-30 sold for 48.75 to 50.25 cents, same terms as above. A moderate
volume of color 41, leaf 4 and better, staple 33, mike mostly 35-49, and strength averaging 27 sold for
46.75 to 47.00 cents, same terms as above. Mixed lots of color 41 and better, leaf 5 and better, staple
34 and longer, mike 32-50, and strength 29-30 traded at around 47.00 cents, same terms as above.
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Buyers for domestic mills purchased a moderate volume of 2004-crop cotton for prompt through
September 2005 delivery. Agents for foreign mills inquired for a light volume of color 42 and better
for June through July 2005 delivery.

Slightly warmer temperatures throughout the Southeast to allow crop progress to approach normal.
Much needed rain showers fell in portions of Alabama and Georgia over the weekend. More rain was
needed throughout the region to adequately replenish soil moisture levels and maintain ideal growing
conditions. According to the NASS crop progress report released on May 16, 73 percent of the crop
was planted in Alabama, 70 percent in North Carolina, 56 percent in South Carolina, and 38 percent in
Georgia.

South Central markets. Spot cotton trading was slow. Supplies and demand were light. Demand
was best for color 21 and better, leaf 3, and staple 34. Local prices were higher. A light volume of
color 31 and better, leaf 3 and better, staple 34, mike mostly 38-49, strength averaging 29, and
uniformity averaging 81 sold for about 53.50 cents per pound, FOB car/truck (Rule 5, compression
charges paid). A moderate volume of color 41 and better, leaf 5 and better, staple 34 and longer, mike
mostly 37-49, strength averaging about 29.5, uniformity averaging 81, and reductions for bark and
grass sold for about 46.75 cents, same terms as above. Buyers for domestic mills purchased a
moderate volume of color 51 and better, leaf 4 and better, and staple 35 and longer for prompt through
third quarter 2005 delivery. Agents for foreign mills purchased a moderate volume color 31 and 41,
leaf mostly 4 and better, and staple 33 and longer for prompt through July 2005 shipment.

Warm and dry conditions allowed producers in the North Delta to make excellent progress sowing
cotton. According to the NASS Crop Progress report released on May 16, 93 percent of the crop was
planted in Missouri, 77 percent in Arkansas, and 72 percent in Tennessee. The percentage of cotton
planted in these states was well ahead of the five-year average with 74 percent planted in Missouri, 68
percent in Arkansas, and 54 percent in Tennessee. Local experts estimated that planting should be
completed within the week. Limited replanting was anticipated due to cold temperatures earlier in
May. Some producers in the South Delta continued to delay planting due to a lack of topsoil moisture.
Other producers proceeded with planting with hopes of rain to initiate germination. There were
isolated instances of producers irrigating in order to get a stand. According to local experts, many
areas in Louisiana were approaching drought conditions. The crop was beginning to suffer and was in
need of rain. Emergence in cotton fields had reached 72 percent. According to the NASS Crop
Progress report released May 16, 92 percent of the crop was planted in Louisiana and 87 percent in
Mississippi. Both percentages were ahead of the five-year average with 83 percent planted in
Louisiana and 82 percent in Mississippi.

Southwestern markets. Spot cotton trading was inactive in the East Texas/Oklahoma and West Texas
markets. Supplies were light in east Texas/Oklahoma and moderate in west Texas. Local prices were
significantly lower. No domestic mill business was reported. No export mill business was reported.

The Texas High Plains received thunderstorms, high winds and hail early in the period. Accumulations
ranged from one-half inch to over one and one-half inches. Several tornadoes were spotted northeast of
Lubbock; crop damage was limited. Producers were eager to resume planting due to the approaching
deadline (end of June) of the optimum planting period. Planting increased on dryland acreage and was
limited on irrigated acreage. Daytime temperatures were in the high 80s to lower 90. Planting became
widespread. According to the NASS Crop Progress report released May 16, the cotton crop in Texas
was 34 percent planted, up 10 percent from last week

The south Texas crop made good progress. Temperatures in the Rio Grande Valley were in the high
80s to lower 90s with a trace to one and one-half inches of rain. Plants were entering the heavy fruiting
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stage. The Coastal Bend had some fog and temperatures in the 70s to 80s. Foggy and rainy conditions
prevailed in the Upper Coastal Bend. Accumulations ranged from a trace to three-quarters of an inch.
Daytime temperatures were in the 80s.

Planting was limited in Oklahoma because of recent scattered light rain, hail, and thunderstorms.
Daytime temperatures were in the low 80s. Approximately 27 percent of the crop was planted in
Oklahoma, according to NASS. Eight percent of the crop was planted in Kansas, above the 5-year
average of 2 percent. Daytime temperatures in Kansas were in the 70s to 80s. Most of the cotton
growing areas received one-quarter of an inch of rain.

Western markets. Trading of spot cotton was inactive in the San Joaquin Valley (SJV). Supplies and
demand were light. Merchants were shipping cotton from previous sales. Prices for minimum price
option-to-purchase contracts were steady at 76.00 per pound, UD free, FOB warehouse, all entitlements
included. No new contracts were reported. No inquiries from foreign mill agents for new-crop cotton
were reported. Reports indicated that this was a result of slow crop development and competition from
the Australian crop now in harvest. No domestic mill trading or forward contracting was reported.
Cooler temperatures and slow growth kept insect pressure minimal the past few weeks. The cotton crop
in the Valley received some beneficial rainfall, up to one-quarter of an inch early in the reporting
period. The crop was considered late, but made good progress as daytime temperatures (mid 80s to low
90s) rose.

Spot trading of Upland cotton in the Desert Southwest (DSW) was inactive. Supplies and demand were
light. No forward contracting was reported. Planting was almost completed in Arizona, New Mexico,
and El Paso, Texas. The crop made good progress despite being late. Water was not a concern due to
abundant winter rains.

American Pima spot cotton trading was inactive. Supplies and demand were light. Interest was very
light for new-crop Pima. No forward contracting was reported. Beneficial rainfall fell in the SJV early
in the reporting period. Accumulations totaled one-quarter of an inch. The crop was considered late
throughout the Western area. Approximately 95 percent of the crop was planted and progressing
normally.

Textile mill report. Domestic mill buyers inquired for a moderate volume of 2004-crop cotton for
August through December 2005 delivery. Demand was good for color 41, leaf 4, staple 34 for August
through September delivery. A moderate volume of color 31 and 41, leaf 3 and 4, and staple 35 and 36
was purchased for prompt through June 2005 delivery. A moderate volume of color 51, leaf 5, and
staple 35 was purchased for June through September 2005 delivery. A heavy volume of color 32, leaf
3, and staple 35 was purchased for August through September 2005 delivery. Most mills operated on a
five to six day production schedule.

The following information was excerpted from the Cotton and Wool Situation and Outlook
Report, released May 13, by the Economic Research Service, USDA:

Dramatic Decline Forecast for 2005/06 Global Cotton Crop

The first U.S. Department of Agriculture (USDA) cotton forecast for 2005/06 indicates that a dramatic
decline in global production is expected. World production in 2005/06 is forecast to reach only 107
million bales, a year-to-year decrease of over 10 percent from the record established in 2004/05. The
global production decline is projected as a result of reduced area in response to lower prices for
2005/06 and a return to normal weather.
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Meanwhile, 2005/06 global consumption is expected to continue to expand as last season’s record
crop provides abundant supplies at competitive prices. World cotton consumption is projected at 111.5
million bales in 2005/06, 3 percent above the record estimated for the current season. However, the
growth in consumption is forecast to occur outside the United States, as U.S. cotton mill use is
expected to continue its decline. With global consumption forecast to exceed production, 2005/06
ending stocks are projected to decrease to 45.2 million bales, about 4 million below the current season.

Domestic Outlook

Smaller U.S. Crop Projected in 2005

According to USDA’s first estimate for 2005/06, U.S. cotton production is projected at 19.5 million
bales, 16 percent below the 2004/05 record. Based on Prospective Plantings, cotton area for the 2005
crop is projected at 13.8 million acres, 1 percent above final 2004 acreage. Harvested area, estimated
at nearly 12.6 million acres, is based on U.S. average abandonment during 2002-2004. Likewise, the
U.S. yield of 745 pounds per harvested acre is based on the past 3-year national average. Based on
these projections, the 2005 U.S. cotton crop would be slightly below the average of the previous four
seasons.

As of May 8th, U.S. cotton plantings were 39 percent complete, compared with 42 percent last
year and the 5-year average of 43 percent. The progress of several States has varied dramatically,
including Georgia and Oklahoma - where plantings have been delayed significantly this year - and
Arizona and Missouri - where progress is running ahead of the respective 5-year averages.

2005/06 Demand Forecast To Rise; Stocks Reduced

Demand for U.S. cotton is expected to increase 3 percent next season to 20.3 million bales, similar to
2003/04. While U.S. mill use is projected lower for the eighth consecutive season, an increase in
exports is expected to more than offset the decline in mill use. The majority of U.S. cotton remains
destined for foreign markets, with exports forecast to account for 71 percent of U.S. demand in
2005/06. U.S. cotton exports are projected at 14.5 million bales in 2005/06, more than a million bales
(8 percent) above the current season’s shipment estimate. The record forecast is supported by a
stronger foreign import demand projection - particularly raw cotton imports by China next season.
Despite the increase, the U.S. share of global trade is expected to fall from about 40 percent this season
to 37 percent.

U.S. cotton mill use is forecast at 5.8 million bales in 2005/06, 8 percent below the current season
and the lowest since 1984/85. Cotton textile and apparel imports continue to erode U.S. mill use and
account for a larger share of the U.S. retail market. In particular, the complete quota elimination
beginning January 2005 has seen imports grow dramatically from a number of countries, particularly
China. With U.S. cotton demand expected to exceed production in 2005/06, stocks are forecast to
decline slightly after last season’s dramatic stock increase. Ending stocks are projected at 6.3 million
bales on July 31, 2006, with a stocks-to-use ratio estimated at 31 percent, compared with this season’s
36 percent.

2004/05 Final Production Estimates; Demand Revised Upward

In May, USDA released final U.S. cotton area, yield, and production estimates for 2004/05. While
area estimates were unchanged, yield and production adjustments were made in nearly all States. Only
Louisiana and South Carolina were not revised. Collectively, U.S. cotton production was increased
170,000 bales, pushing the record crop higher. And, with area unchanged, the national average yield
rose to an unprecedented 855 pounds per harvested acre, 125 pounds above the previous record in
2003/04. For State details, see table 11 of this report.
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In addition, U.S. cotton exports were revised to 13.4 million bales, 200,000 above April’s
estimate. Recent export sales and shipment data, particularly to China, suggest that strong demand for
U.S. cotton will continue this marketing year, pushing exports toward 2003/04’s record.

U.S. Textile Trade: Higher Imports and Exports

February 2005 U.S. textile imports, at 1.5 billion (raw-fiber equivalent) pounds, were 6 percent above
January and nearly 20 percent above a year ago. Larger imports of cotton and manmade textiles more
than offset small declines in linen, wool, and silk shipments. Also, larger imports of apparel and home
furnishings occurred in February compared with January. Cotton imports, at 842 million pounds,
accounted for 57 percent of the total. U.S. cotton imports from other North American countries rose
19 percent to 250 million pounds in February; these imports accounted for 30 percent of the total.
February imports from Asia increased 16 percent to 510 million pounds. Imports from China were up
44 percent from January and were three times larger than shipments during February 2004. Textile
imports from Asian countries accounted for 61 percent of February’s total.

U.S. textile exports also increased in February to 405 million pounds, up 2 percent from January
and 6 percent above a year ago. Exports of cotton and manmade fibers rose from a month earlier, as
did exports of all major end-uses, except apparel. Cotton exports, at 189 million pounds, were up 3
percent from January and accounted for 47 percent of the monthly total. Historically, the majority of
U.S. cotton textile exports are shipped to other North American countries. This region accounted for
93 percent of the February total; Mexico continues as the leading destination, receiving 31 percent of
the region’s total.

World Cotton Production Substantially Lower in 2005/06

Under pressure from lower prices, and with more normal yields, world cotton production in 2005/06 is
expected to fall 10 percent, to 107 million bales. With three-quarters of the 2004/05 marketing year
completed, world cotton prices in U.S. dollars have fallen 26 percent from the same time one-year
earlier. Other crop prices fell as well, but not as much as cotton. In some countries, the local impact
of lower dollar prices was exacerbated by the strength of their local currencies. Although the
Australian dollar was little changed against the U.S. dollar in either nominal or real terms for the first 3
months of calendar 2005, the euro and the CFA franc have appreciated by about 5 percent compared
with a year earlier, and Brazil’s real appreciated 12 percent in inflation-adjusted terms. Producers in
West Africa and Brazil will therefore see their returns from cotton production in 2004/05 fall even
further in local currency terms than suggested by the reported decline in the A Index.

China’s decline in domestic cotton prices to date roughly corresponds to the decline in the A-

Index. This combined with an increase in prices and other incentives for grains have reportedly led
producers in China’s eastern provinces to consider reducing area planted to cotton by 15 to 20 percent,
and even more in some cases. Xinjiang’s area is typically more stable, so cotton area nationwide is
expected to decline by only 15 percent. 2 Yields are likely to grow, but are still expected to remain
below their 2002/03 peak, and production is expected to fall 3.5 million bales, to 25.5 million.
Cotton prices in India have fallen more than the A-Index due to India’s extraordinary 2004/05 crop.
India’s rupee has appreciated only 3.5 percent from the year before in January-March 2005, but A-
Index type cotton in India has been trading for 17 percent less than the A-Index recently. A year
earlier the discount was only 10 percent, with 2004/05s 30 percent increase in domestic cotton output
probably accounting for the difference. While lower prices would ordinarily signal lower area the
following year, India’s extraordinary 2004/05 outturn may have raised producers’ expectations of
expected yields enough to offset some of the impact of the 34-percent decline in prices.

While the 2004 monsoon did not initially appear to be as superlative as that of the year before, a
combination of favorable weather and new cotton varieties have resulted in a 44-percent increase in
yields over the last 2 years. Bt cotton was believed to have been sown on less than 2 million of India’s
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9 million hectares of cotton area. While past experience has shown that introduction of Bt cotton
particularly boosts yields for low-resource farmers, new cotton varieties alone cannot account for the
extraordinary boost in yields. Indian cotton production in 2005/06 could be expected to decline due to
more normal weather if nothing else. Some reports from India indicate an expectation of increased
area in 2005/06, with increased plantings underway in Punjab already. Planting in much of India will
await the monsoon in July. USDA will publish its first official estimate of India’s 2005/06 crop in
June.

Pakistan’s 2004/05 yields were also extraordinary. Area planted to cotton in Pakistan in 2004/05
reached a record-high due to extremely favorable shifts in Pakistan’s prices for cotton and competing
crops. As in India, prices have tumbled, forcing intervention buying by the government to defend its
minimum support prices. Again, as in India, this year’s extraordinary yields may have increased
producers’ expectations of potential returns per hectare, offsetting some of the impact of lower prices.
Pakistan’s Government recently announced an 11.7-million-bale target for the 2005/06 crop, 400,000
bales above the record output achieved in 2004/05. In 2003/04 Pakistan produced 7.8 million bales.

World Consumption to Grow Strongly in 2005/06

Supported by favorable cotton prices and global economic growth, world cotton consumption is
expected to grow at an above-average rate in 2005/06, up 3.3 percent from the year before to a record
111.5 million bales.

Over the last 10 years, world cotton consumption has grown 2.2 percent annually. For 2004/05,
consumption is expected to rise by an extraordinary 9.5 percent as it rebounds from essentially no
growth during the year before. Over the last 40 years, similar episodes of volatility in cotton
consumption have in part corresponded to changes in world gross domestic production (GDP).
Generally, extraordinary years of consumption growth have corresponded with a rebound in GDP
growth, and continued strong GDP growth has supported above-average consumption gains in the
following year.

Global income and price changes don’t appear to fully explain why cotton consumption in
2004/05 grew faster than during any year since 1950. Nor does the average relationship among these
variables fully explain the previous four instances over the last 50 years when world cotton
consumption rose by at least 6.5 percent. In some years, the effect of inventory adjustments along the
supply chain may have magnified the impact of changes in economic growth. In other years, policy
changes were factors, such as the beginning of the U.S. marketing loan program in 1985 and the end of
China’s guaranteed government procurement in 1999,

Marketing year 2004/05 includes the January 1, 2005, elimination of the textile trade quotas
inherited from the Multifiber Arrangement (MFA), an important policy change for cotton. Most
studies of the MFA indicated only a small net impact on clothing consumption should be expected
from its elimination; the biggest impacts would be on the location of clothing production, shifting it to
developing countries. The MFA appeared to have affected cotton products more than products made
of other fibers - a recent study equated the MFA to a 30-percent tariff on products made of cotton and a
24-percent tariff on products made of manmade fibers. This suggests that cotton might be more
affected than manmade fibers by the end of the MFA. To the extent that ending the MFA helped boost
world cotton consumption to a near-record growth rate in 2004/05, it does not appear that it will
support continued extraordinary growth in 2005/06.

China accounts for two-thirds of the world’s 9-million-bale consumption increase expected for
2004/05. China’s mill use is expected to increase 19 percent in 2004/05, and monthly yarn production
data available to date are consistent with such an increase. China’s economy has been growing at a
nearly 10 percent annual rate, and MFA elimination has boosted China’s exports significantly. U.S.
imports of cotton textile products from China rose 64 percent during the first 4 months of calendar
2005. While a number of China’s trade partners are exploring the application of textile and apparel
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safeguard actions, China’s textile exports are expected to be higher now that the MFA has been
eliminated.

In 2005/06, China’s cotton consumption is expected to grow by 9 percent as its economy slows
slightly and textile export growth moderates as well. As has been common in recent years, increased
mill use in China will nearly equal the increase expected for the entire world, as some countries reduce
mill use and others like China and India increase theirs.

India, like China, is benefiting during 2004/05 from strong economic growth domestically and
rising exports due to the elimination of the MFA. During the first 2 months of calendar 2005, the
United Kingdom’s clothing imports from India rose 25 percent in value, and France’s by 12 percent.
The volume of U.S. cotton product imports from India rose 26 percent during the first 4 months of
2005. Mill use in India has seen its gains from the year before slow in recent months, but with strong
growth earlier in the year, India’s 2004/05 mill use is expected to rise 11 percent from the year before.
Further growth is likely in 2005/06, as prospects for GDP and export growth are promising.

China’s Imports Drive World Trade Higher

World cotton trade is expected to increase to another record-high in 2005/06 as China’s imports
soar.11 China is expected to end 2004/05 having imported a near record amount of cotton, but its
stocks have continued to tighten. With output down in 2005/06 and consumption continuing to rise,
China will have to import 15 bales of cotton just to keep ending stocks from shrinking further in
absolute terms. Even this expected 7-million-bale increase in imports implies ending stocks will
shrink as a percentage of consumption.

USDA’s May 2005 estimates for China include for the first time a residual adjustment each year
starting in 1994/95. As China’s Government released a substantial portion of its stocks to its domestic
textile industry during 1999-2003, it became clear that USDA and other observers had underestimated
the magnitude of China’s cotton stocks. USDA has periodically reviewed and reduced its estimates of
cotton consumption in China, and most recently eliminated estimates of cotton lost due to storage
problems in the early 1990s. Nonetheless, as China’s consumption has soared and its imports grown
more slowly, it seems clear that cotton stocks have still been estimated too low, due to an unknown
discrepancy in the underlying data.

Given indications that problem existed before 1999, and given that the significant structural
changes underway in China’s economy and cotton sector during the mid-1990s marked a likely point
of divergence between the available statistics and actual events, adjustments to raise stocks were begun
in 1994/95.12 Each year it is assumed that USDA’s best estimates of cotton production, consumption,
and trade in China have been in error by a net amount equal to 1 percent of the average of estimated
production and consumption. This assumption is carried out into 2005/06.

With world production falling 12 million bales as consumption rises 3.5 million bales, endings
stocks in 2005/06 are expected to decline from the year before. Ending stocks are expected to fall 3.5
million bales to 45.8 million. This would equal 41 percent of world consumption, compared with 45
percent in 2004/05. Excluding China from these calculations, stocks fall to 49 percent from 54
percent. World cotton trade is expected to increase 16 percent, to 39 million bales in 2005/06. Imports
are expected to account for 35 percent of cotton consumed worldwide, the highest proportion since
1990. China’s demand for imported cotton has recently reversed a longstanding trend of a declining
role for internationally traded cotton. In line with reforms in other commodities, China’s Government
experimented with liberalization in cotton marketing early in 1992/93. A sharply reduced crop that
year halted official reforms, but a wider role for unofficial procurement rose in the years that followed
as rural mills competed with state mills for cotton.
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U.S. Cotton Textile Imports Rise as Expected in 2005

The U.S. retail market for cotton textile and apparel products is the largest in the world, with products
supplied by over 150 countries. In calendar year 2005, U.S. cotton textile imports are expected to
continue higher, just as they have done for the past 16 years. However, the complete quota elimination
that became effective in January 2005 has the potential to raise imports substantially this year if the
first 3 months of data are indicative. In addition, the expectation of fewer suppliers accounting for a
larger share of the U.S. market is also evident.

In 2004, U.S. cotton textile imports reached the equivalent of 19.8 million bales of raw cotton, a
record. The top five supplying countries in order of rank were Mexico, China, Pakistan, Honduras,
and India; these countries accounted for 44 percent of the total products imported in 2004, similar to
the first quarter of 2004. With data for the first quarter of 2005 now available, a quick comparison can
be made with a year ago. Overall, U.S. cotton textile imports have risen about 12 percent during the
first quarter of 2005, compared with a year earlier. Meanwhile, the top five countries remain the same
but now account for 49 percent of total U.S. imports.

However, a look at the individual countries illustrates the diverse changes occurring in the global
textile industry. Mexico, the leading source in 2004, is now ranked second; more importantly though,
the data indicate a decline in both volume as well as percentage terms. In contrast, China is now the
leading supplier, nearly doubling the volume shipped to the United States during the first quarter of
2005 and garnering nearly an 18-percent share of U.S. imported products, up sharply. Although
smaller, Pakistan and India have also experienced gains in both volume and share in the quarter, rising
14 and 23 percent, respectively, in volume from 2004. On the other hand, Honduras’ shipments to the
U.S. market have been stable but account for a smaller share as the U.S. total has grown. While early
in the year, these data provide some insights for the rest of 2005 U.S. cotton textile imports.

Number of Bales in Certificated Stocks

Stocks as of | Awaiting | Non-Rain Grown May 03 &

Delivery Points 5/19/2005 Review Cotton Forward *
Galveston 12,992 9,737 699 12,987
Houston 3,120 3,138 0 3,120
Memphis 188,011 96,892 1,241 187,484
Greenville 32,620 16,713 0 32,620
Total 236,743 126,480 1,940 236,211

* 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

2005
Description Apr Apr Apr 29- May May May
15-21 22-28 May 5 6-12 13-19 20-26
Adjusted world price 1/ 41.43 42.06 43.22 43.65 42.69 41.89
Coarse count adjustment 0.00 0.00 0.00 0.00 0.00 0.00
Loan Deficiency Payment (LDP) 10.57 9.94 8.78 8.35 9.31 10.11

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

2005
Description Apr Apr Apr 29- May May May
15-21 22-28 May 5 6-12 13-19 20-26
U.S. Northern Europe price 1/ 60.35 60.85 62.90 62.38 61.90 59.90
Northern Europe price 1/ 56.62 56.26 57.63 57.54 56.60 55.82
User Marketing Certificate rate 3.73 4.59 5.27 4.84 5.30 4.08
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
July 05 Oct 05 Dec 05 Mar 06 May 06 Average 'A'(NE)1/ | 'B'(NE)1/ | 'A'Index 1/
Curr Fwd | Curr Fwd | Curr  Fwd
May 13 53.75 53.95 54.45 56.05 57.05 49.57 56.50 58.25|53.60 57.10 | 55.30 58.00
May 16 52.01 52.75 53.89 55.60 56.73 48.04 56.10 58.00 | 53.60 56.75|54.95 57.60
May 17 52.06 53.00 53.86 55.50 56.50 48.08 55.50 57.45|52.90 56.15(54.45 57.05
May 18 51.80 52.95 53.80 55.50 56.50 47.89 55.50 57.45|52.90 56.15(54.45 56.95
May 19 50.15 51.95 52.55 54.19 55.18 46.36 55.50 57.45]52.85 56.15(54.45 56.85

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 May 13, 2004 Through May 12, 2005
Week Mkt. Year Week Mkt. Year
Outstanding sales - 3,101,600 - 4,047,600
Exports 188,700 9,501,200 265,400 8,773,700
Total export commitments - 12,602,800 - 12,821,300
New sales 72,600 - 321,600 -
Buy-backs and cancellations 4,800 - 15,000 -
Net sales 67,800 - 306,500 -
Sales next marketing year 85,100 1,389,300 57,900 844,100

Net Upland sales of 306,500 RB rebounded from the prior week’s marketing-year low and were 8 percent below the previous 4-week
average. The major buyers were China (167,500 RB), Turkey (56,200 RB), Indonesia (22,800 RB), and Mexico (14,100 RB). Net sales
of 57,900 RB for delivery in 2005/06 were mainly for Mexico (23,000 RB) and South Korea (20,500 RB). Exports of 265,400 RB were
7 percent below the previous week and 23 percent under the prior 4-week average. The primary destination was China (65,900 RB),
followed by Turkey (33,400 RB), Mexico (32,800 RB), Thailand (20,400 RB), Indonesia (18,600 RB), South Korea (11,900 RB), and

Vietnam (11,200 RB).

Source: Export Sales Reporting Division, Foreign Agricultural Service, USDA.

NOTE: Data may not add due to rounding.
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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
31-3 414 51-5 424 31-3 41-4 51-5 424 Staple 31-3 414 515 42-4 21-2  31-3 414 51-5
4715 4590 4240 43.90 46.65 4515 40.15 43.90 33 46.40 4515 39.15 42.90 4490 4415 4115 39.90
4890 47.15 4340 44.40 49.65 46.90 42.15 4415 34 49.65 46.90 41.40 43.65 4765 46.90 4540 40.65
4940 4790 4440 44.65 50.65 4740 43.15 4515 35 50.65 47.40 42.40 4415 53.15 5215 47.15 41.65
50.65 48.40 4465 44.90 51.40 4790 43.15 4540 36 50.90 47.90 42.40 44.40 5325 5250 48.00 41.75
EAST TEXAS-OKLAHOMA WEST TEXAS SAN JOAQUIN VALLEY
21-2  31-3 41-4 42-4 21-2  31-3 414 424 Staple 21-2 31-3 41-4  32-3
4325 42.25 41.25 41.00 | 43.25 4225 40.75 40.50 29
4400 43.25 41.75 4150 | 44.00 43.00 4150 41.00 30
4475  44.00 43.25 4150 | 4425 4350 4250 41.00 31
45.75  45.00 43.75 4250 | 45.00 44.00 43.00 42.00 32
48.50 47.50 4475 43.00 | 47.25 46.25 4425 43.00 33
51.25 49.00 45.50 4450 | 49.50 48.00 4550 44.75 34 54.65 54.15 47.15 47.65
52.75 50.50 47.00 4500 | 50.00 49.25 4725 4575 35 60.40 58.90 50.65 50.15
54.00 51.25 48.00 46.25 | 51.50 50.75 48.00 46.75 36 64.55 59.70 5145 50.40
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 -200 -200 -175 50-52 -175  -275 -450 -243
-325 -300 -300 -250 53 & Above -250 -475 -317
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 -150 -150 -100 23.5-24.4 -100 -100 -100 -136 0 0 0 0 82 0 0 0 0
-200 -125 -125 -100 24.5-25.4 -100 -100 -100 -121 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 25 25 25 29.5-30.4 25 25 25 25
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
31-3 414 51-5 424 31-3 41-4 51-5 424 Staple 31-3 414 32-3 42-4 | 31-3 414 51-5

31 51.00 50.25 50.00 48.75

32 51.25 50.50 50.25 49.00

51.00 50.25 49.00 49.00 52.00 50.75 48.75 49.50 33 53.75 52.00 51.75 50.50
52.00 5125 4950 49.50 53.00 51.75 49.00 50.00 34 55.75 54.00 53.75 5150 | 62.75 61.25 57.25
53.00 52.00 50.00 50.00 54.50 5225 49.75 50.75 35 66.25 65.75 63.75
36 66.92 65.75 63.75
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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 1 144.00 158.50 158.75 1 1 149.75 161.75 162.00
2 144.00 158.25 158.75 2 149.75 161.50 162.00
3 135.75 150.00 150.00 3 142.75 153.75 154.50
4 - - - 4 - - -
5 - - - 5 - - -
6 - - - 6 - - -
2 1 143.00 158.00 158.50 2 1 148.75 161.25 161.75
2 143.00 158.00 158.50 2 148.75 161.00 161.50
3 135.50 148.75 148.75 3 141.75 153.50 153.75
4 114.50 120.25 121.25 4 127.00 131.00 131.75
5 - - - 5 - - -
6 - - - 6 - - -
3 1 136.75 144.75 146.25 3 1 141.75 148.00 149.00
2 136.75 144.75 146.25 2 141.75 148.00 149.00
3 135.25 141.50 142.25 3 140.25 144.50 145.50
4 113.75 115.00 115.75 4 125.50 127.25 128.00
5 102.25 106.75 108.00 5 103.50 107.50 108.75
6 - - - 6 - - -
4 1 113.50 113.50 113.50 4 1 124.25 129.25 129.25
2 113.50 113.50 113.50 2 124.25 129.25 129.25
3 113.00 113.50 113.50 3 123.75 129.25 129.25
4 112.50 113.00 113.00 4 123.25 125.75 125.75
5 101.25 105.25 105.25 5 102.50 106.50 106.50
6 - - - 6 - - -
5 1 - - - 5 1 - - -
2 88.75 95.25 95.25 2 94.50 102.00 102.00
3 88.75 95.25 95.25 3 94.50 102.00 102.00
4 88.75 89.25 89.25 4 94.50 96.00 96.00
5 88.25 88.50 88.50 5 94.25 95.75 95.75
6 - - - 6 - - -
6 1 - - - 6 1 - - -
2 78.50 78.75 78.75 2 83.75 84.00 84.00
3 78.50 78.75 78.75 3 83.75 84.00 84.00
4 78.50 78.75 78.75 4 83.75 84.00 84.00
5 78.25 78.50 78.50 5 83.50 83.75 83.75
6 78.00 78.00 78.00 6 83.00 83.25 83.25
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.

May 19, 2005



