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Average spot cotton quotations were slightly 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 50.42 cents per pound for the week ending Thursday, March 16. The weekly
average was up from 50.23 cents last week and 49.19 cents for the corresponding week a year ago.
Quotations ranged from a high of 50.79 cents on Friday, March 10 to a low of 50.07 cents on Tuesday,
March 14. The New York May futures settlement price ended the week at 54.49 cents, compared to
54.17 cents a week ago.

The USDA announced on March 16 that the Adjusted World Price (AWP) was 43.61 cents per pound
for the period March 17 through March 23, the Loan Deficiency Payment (LDP) rate for Upland cotton
will be 8.39 cents per pound, the User Marketing Certificate Rate (Step 2) Payment for Upland cotton
will be 2.23 cents per pound, and the Extra Long Staple (ELS) Competitiveness Payment was 11.24
cents per pound.

Southeastern markets. Spot cotton trading was moderate and consisted mainly of merchant to
merchant transactions. Supplies and demand were light. Average local prices were higher. A
moderate volume of color 41 and better, leaf 4 and better, staple mostly 34 and longer, mike 35-46,
strength 29-31, and uniformity 80-82 sold around 52.75 cents, FOB car/truck (Rule 5, compression
charges paid). Mixed lots containing color mostly 31 and 41, leaf 3 and 4, staple mostly 35 and 36,
mike 47-52, strength 27-29, and uniformity 80-82 sold for 51.50 cents, same terms as above. A
moderate volume of color mostly 31 and 32, leaf 4 and 5, staple 36, mike 45-50, strength 30-32, and
uniformity 83 sold for 50.00 cents, same terms as above. Mixed lots containing mostly color 41 and
51, leaf 5 and better, staple mostly 34 and longer, mike 30-34, strength 27-29, and uniformity 79-81
sold at around 47.75 cents, same terms as above. A moderate volume of color mostly 42 and 52, leaf 5
and better, staple 32 and longer, mike 47-52, strength 27-30, and uniformity 79-81 sold for 47.50 cents,
same terms as above.

Domestic mill buyers inquired for a heavy volume of 2006-crop cotton for October through
September 2007 delivery. Interest was best for color 41, 42 and 51, leaf 4 and better, staple 34 and
longer. Mill buyers purchased a light volume of color 41, leaf 4 and staple 35 for October forward
delivery. Producer interest in contracting additional 2006-crop cotton was light. No additional
contracting was reported.

Mild spring-like weather prevailed over the Southeast during the period with daytime highs in the
50’s and 60’s. Light, scattered thunderstorms moved across south Alabama and the Carolinas late in
the period. Reports indicated that most producers plan initial plantings around mid to late April.
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South Central markets. Spot cotton trading was slow. Available supplies were moderate. Demand
was light. Average local prices were firm. A light volume of color 41 and better, leaf 4 and better,
staple 33 and longer, mike 37-51, strength 25-30, and uniformity 77-81 sold for 50.00-51.00 cents per
pound, FOB car/truck (Rule 5, compression charges paid). Merchants offered contracts on 2006-crop
cotton for CCC loan equities of four cents per pound or 350 to 400 off New York December futures.
A few producers booked a light volume. All contracts were for basis color 41, leaf 4, staple 34, mike
35-49, strength 26.5-28.4, and uniformity 81. These contracts were subject to government discounts
with no premiums paid for quality better than the base quality.

Inquiries by representatives of domestic mills were moderate. Buyers for domestic mills
purchased a light volume of color 51 and better, leaf 5 and better, and staple 35 and longer for prompt
through May delivery. A moderate volume of color 41 and better, leaf 4 and better, and staple 34 and
longer was purchased for October through August 2007 delivery. A heavy volume of color 31 and
better, leaf 3 and better, and staple 34 and longer was purchased for May through December delivery.
Inquiries by agents of foreign mills were light. Agents for foreign mills purchased a light volume of
color 41 and 42, leaf 4 and better, and staple 33 and longer April through June shipment.

Severe thunderstorms moved through Arkansas, Tennessee, and Mississippi early in the reporting
period. High wind and several tornadoes were reported. Rainfall totals ranged from two to six inches
throughout the region. Moderate temperatures and cloudy skies followed the severe storms, and some
light rain fell in the middle of the period. Soil moisture levels were at adequate levels for planting.
Most producers have completed field preparations in anticipation of spring planting.

Southwestern markets. Spot cotton trading was slow in the East Texas/Oklahoma market and
moderate in the West Texas market. Supplies were light in east Texas/Oklahoma and moderate in west
Texas. Demand was very good for color 21 and better, leaf 3 and better, staple 34 and longer, and
mike 30-49. Average local prices were lower. No domestic mill inquiries were reported. Foreign mill
agents inquired for color 21, leaf 2, staple 36, and mike 35-49 for prompt shipment. No sales were
reported.

A moderate volume of color 21 and better, leaf 3 and better, staple 34 and longer, and mike 30-49
traded in west Texas at around 48.00 to 50.00 cents per pound, FOB car/truck (compression charges
not paid). A light volume of color 31 and better, leaf mostly 3, staple 33 and longer, and mike 35-46
traded at around 47.00 to 49.00 cents, same terms as above. Less than five percent of the gins
continued to work the remaining seed cotton from the record 2005-crop. Producers readied fields for
spring plantings by applying herbicides and fertilizers. Some High Plains producers were using sand
fighters to minimize soil erosion due to high winds and blowing sand. Lack of moisture was still a
major concern for producers. Wild fires had consumed around one million acres of rangeland in the
northern panhandle.

A light volume of color 21 and better, leaf mostly 2 and 3, staple mostly 33 and longer, and mike 35-
44 traded in Oklahoma at around 47.00 to 48.50 cents per pound, FOB car/truck (compression charges
not paid). Producers readied fields for spring plantings.

Planting in the Rio Grande Valley was near completion on the irrigated acres, and a planting rain was
needed on the dryland fields. Planting in the Coastal Bend was limited to irrigated acres due to dry soil
conditions. Dryland acres needed a planting rain to allow for proper seed germination. A twenty to
thirty percent chance of thunderstorms was in the forecast for most of the coastal areas through the
weekend. Planting in the Upper Coastal Bend was expected to start around the last week of March to
the first week of April.
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Western markets. Spot trading of Upland cotton was slow in the San Joaquin Valley (SJV).
Supplies were moderate. Demand was moderate. Average local prices were firm. A moderate
volume of color mostly 41 and better, leaf 4 and 5, staple 35 and shorter, mike 33-52, strength
averaging 29, and uniformity averaging 79.5, with a high percentage of bark and seed coat fragments
traded for around 51.00 to 52.00 cents per pound, FOB trucks. A moderate volume of color 21, leaf 2,
and staple 34 was sold for nearby shipment. Agents for domestic mills purchased a moderate volume
of cotton for nearby delivery. No forward contracting was reported.

Cold storms this week brought about one half of an inch of rain and several feet of snow to the
Sierra snow pack, improving the water-supply outlook. Soil moisture was good. Soil temperatures
remained too cold for planting.

Spot cotton trading was inactive in the Desert Southwest. Supplies were moderate. Demand was
light. A light volume of cotton remained in producers hands. Average local prices were firm. No
forward contracting of 2006-crop was reported.

Rain and snow was received in Arizona early in the period, breaking the long drought and
establishing a new record of 143 days with no rainfall. Approximate rainfall totals were around one
inch up to one and one-half inches. Snow levels dropped to 2,000 feet blanketing the foothills and
mountains around the Phoenix area. Industry representatives reported that cotton seedlings were
emerging in Yuma, Arizona. Land preparation was underway and planting was expected to begin
around April 1 for central and eastern Arizona.

American Pima spot cotton trading was inactive. Supplies were moderate. Demand was good.
Reports indicated that very little cotton remained in producer hands. SJV producers forward
contracted a very light volume of 2006-crop Pima for 98.00 cents per pound. Forward contracting
prices for DSW Pima were discussed at around 90.00 cents per pound. Merchants were busy shipping
cotton. An unseasonably cold and wet March kept soil temperatures too cold for planting. Recent
rains and snow added to the Sierra snow pack, improving the water-supply outlook for the year.

Textile mill report. Domestic mill buyers purchased a moderate volume of color 31 and 41, leaf 3
and 4, and staple 34 and longer for May through August delivery. Domestic mill buyers inquired for a
moderate volume of color 41, leaf 4, staple 34 and 35, mike 35-49, strength 27 and better, and
uniformity 80 and better for July through December delivery. Mill buyers also inquired for a heavy
volume of 2006-crop cotton for October through September 2007 delivery. Demand was best for color
41, leaf 4 and staple 35. Demand was moderate for color 42 and 51, leaf 4 and better and staple 34 and
longer. Most mills ran on a five or six day production schedule.

Demand from foreign mill buyers was stimulated by lower New York futures prices during the
period. Agents for mills in China purchased a moderate volume of color 31 and 41, leaf 3 and 4, and
staple 34 and 35 for April/May shipment. Representatives for mills in Indonesia and the Philippines
purchased a moderate volume of Memphis/Eastern cotton, color 31, leaf 3, and staple 34 and longer for
May/June shipment. Mill buyers in Turkey inquired for any type of discounted cotton. Demand was
good for color 42 and 51, leaf 5, staple 33 and shorter, and mike 34 and lower.

The following information was excepted from the Cotton and Wool Outlook Report, released
March 13, by the Economic Research Service, USDA: The latest U.S. Department of Agriculture
(USDA) cotton forecast for 2005/06 projects U.S. cotton exports at a remarkable 16.8 million bales, up
400,000 from a month ago and a record that is nearly 17 percent above last season. U.S. exports as a
share of total demand have risen considerably since the mill use decline began in 1998/99 and is
expected to rise further this season. For 2005/06, the U.S. export share of total demand is projected to
reach a record 74 percent.
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U.S. cotton exports are expected to increase this season as a result of the large gap between foreign
production and consumption, resulting in increased import demand. Foreign cotton consumption in
2005/06 is forecast at a record 110.3 million bales, with mills in China using the largest share at an
estimated 45 million. Likewise, cotton imports by China are also rising substantially, pushing foreign
import demand to a record 42.8 million bales and supporting the rising U.S cotton export prospects in
2005/06.

U. S. Cotton Supply Unchanged; Demand Higher

The 2005/06 U.S. cotton crop remains estimated at 23.7 million bales (upland at 23.1  million  and
extra-long staple (ELS) at 655,000 bales), compared with nearly 23.3 million produced in 2004/05.
The USDA will release final production estimates on May 12th. Based on the current production
estimate and beginning stocks of 5.5 million bales, this season’s U.S. cotton supply will total 29.3
million bales, 9 percent above last season and equal to the 1965 season.

While supply was unchanged this month, 2005/06 U.S. cotton demand was increased to 22.7
million bales, nearly 8 percent above last season and a record. The U.S. export forecast was raised
400,000 bales to 16.8 million, due to recent sales and shipment activity and the increase in the forecast
import demand for China. The U.S. share of world trade is estimated at nearly 40 percent, down from
41.5 percent in 2004/05. U.S. mill use was unchanged this month at 5.9 million bales, as competition
from imported textile and apparel products continue. U.S. cotton mill use has averaged nearly 6 million
bales on a seasonally adjusted annual basis for the first half of 2005/06.

Based on the latest supply and demand outlook, U.S. cotton ending stocks for 2005/06 are forecast
to rise 19 percent from a year earlier to 6.6 million bales. Although lower than forecast in February, the
stock level and the stocks-to-use ratio remain the highest since 2001/02.

Record Textile Trade Deficit in Calendar Year 2005

Total 2005 textile imports reached a record 19.1 billion (raw-fiber equivalent) pounds, 1.4 billion (8
percent) above 2004. Textile exports also rose in 2005 to 5.0 billion pounds, 35 million (1 percent)
higher than in 2004. As a result, the 2005 trade deficit reached 14.0 billion pounds, compared with
12.6 billion in 2004 and 11.9 billion in 2003. Cotton accounted for 58 percent (8.2 billion pounds) of
the deficit, and manmade fibers accounted for 34 percent, while 3 percent came from wool textiles.
Silk and linen textiles accounted for the remaining 5 percent.

For December 2005, U.S. textile imports totaled 1.4 billion pounds, 12 percent below November
but 3 percent above a year ago. Lower imports of cotton, wool, and manmade fiber products more than
offset slight gains in silk and linen textiles compared with a month earlier. Apparel imports, at 863
million pounds, declined sharply in December. Shipments of other major end-use categories were also
lower in December. Cotton textile imports declined 12 percent to 765 million pounds. Lower imports
of cotton apparel accounted for most of the December decline.

December textile exports, at 333 million pounds, were 22 percent below a month earlier and 13
percent below a year ago. Export declines occurred in all major fibers and all major end-use categories.
Cotton textile exports declined to 151 million pounds, 23 percent below a month earlier and the lowest
monthly shipment since December 2002.

U.S. and China Exchange Underlies Cotton Market Developments
World cotton consumption is forecast to grow 7 percent in 2005/06, to 116 million bales, while
production is expected to fall 6 percent to 113 million. World trade is expected to rise 22 percent, to 42
million bales, while ending stocks are foreseen 2 percent lower, at 53 million. For consumption,
production, trade, and ending stocks in 2005/06, one of two countries is forecast as the leading source
of change: either China or the United States.

For both production and ending stocks, China is expected to register the world’s largest decline in
2005/06, and the United State is expected to register the world’s largest increase. The tables are turned
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for consumption—no country is expected to see its consumption fall by more than the United States in
2005/06, but none will grow more than China. In trade, the correlation between developments in the
United States and China is even more direct. China leads all other countries in import gains, and the
United States’ export gain is the world’s largest.

To date, China has accounted for 49 percent of 2005/06 U.S. cotton exports. During the 1990s,
China accounted for 14 percent of U.S. cotton exports, and in 2003/04, this jumped above 30 percent.
As China’s textile industry has soared, spinning in many other countries has stagnated or declined, and
U.S. cotton has increasingly been exported to China rather than consumed elsewhere.

It has also become harder for the U.S. share of China’s imports to exceed the U.S. share of world
trade. During 1995-2002, the United States was the source of 55 percent of China’s imports. Now that
China is about 40 percent of total world consumption, the U.S. share of China’s imports has also
converged towards 40 percent. While the convergence of the U.S. and China shares of world trade with
China’s share of world consumption at about 40 percent is partly a statistical fluke, it is also indicative
of the growing dominance of U.S.-China exchange.

Number of Bales in Certificated Stocks

Stocks as of Non-Rain Grown
Delivery Points 3/17/2006 Awaiting Review Cotton
Galveston 25,022 5,447 942
Houston 13,051 3,780 0
Memphis 348,811 68,670 1,308
Greenville 42,713 525 0
Total 429,597 78,422 2,250

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




