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Spot cotton quotations averaged slightly over one-half of a cent 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 46.20 cents per pound for the week ending Thursday, July
13. The weekly average was down from 46.72 cents last week and 48.09 cents for the corresponding
week a year ago. Quotations ranged from a low of 45.71 cents on Friday, July 7 to a high of 46.96
cents on Wednesday, July 12. The New York October futures settlement price ended the week at
51.15 cents, the same as a week ago.

The USDA announced on July 13 that the Adjusted World Price (AWP) was 42.64 cents per pound for
the period July 14 through July 20, the Loan Deficiency Payment (LDP) rate for Upland cotton will be
9.36 cents per pound, the User Marketing Certificate Rate (Step 2) Payment for Upland cotton will be
2.80 cents per pound, and the Extra Long Staple (ELS) Competitiveness Payment will be zero.

Southeastern markets. Spot cotton trading was slow and consisted mainly of merchant-to-merchant
transactions. Supplies and demand were light. Average local prices were steady. Even-running lots
containing color 31, leaf 3, staple 35, mike 35-49, strength 27-31, and uniformity 80-81 sold for 51.00
cents per pound, FOB car/truck (Rule 5, compression charges paid). Producer interest in forward
contracting 2006-crop cotton was light.

Mostly sunny conditions prevailed across the Southeast during the period. Localized
thunderstorms carried some additional moisture to areas of north Alabama, Georgia, and the Carolinas
during the period. Drought conditions persisted in southwest Alabama and southeast Georgia and an
extended period of timely rains was desperately needed. Cotton was blooming out of the top or still
struggling to get a stand. Producers were concerned about yield loss in this drought stressed corridor.
Aphid and stinkbug pressure increased in Georgia and the Carolinas. Dry conditions delayed the
development of a naturally occurring fungus that decimates aphid populations. Some producers
continued monitoring fields for the development of fungus, while others applied insecticides as
needed. Corn earworm and tobacco budworm pressure was spotty. The crop was variable throughout
the region, and at least some cotton blooms have been reported in most areas. Boll setting in North
Carolina and Virginia was behind the rest of the Southeast, and reports indicated that the crop was
running about two weeks late in these areas.

South Central markets. Spot cotton trading was moderate. Supplies and demand were light.
Average local prices were weak. A light volume of 2005-crop, forfeited CCC loan cotton, color 41
and better, leaf 4 and better, staple 32 and longer, mike mostly 38-45, strength 25-30, and uniformity
averaging about 81 sold for around 46.00 to 47.50 cents per pound, FOB car/truck (Rule 5,
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compression charges paid) in the North Delta. In the South Delta, a light volume of color 31 and
better, leaf 3 and better, staple 35 and longer, mike 36-49, strength 25-29, and uniformity averaging
about 81 sold for around 41.00 to 42.50 cents, same terms as above. Inquiries from representatives of
domestic mills were light. No sales were reported. Agents for foreign mills purchased a light volume
of 2006-crop cotton, color 41, leaf 4, staple 34, and mike 34-49 for October 2006 through July 2007
shipment.

Scattered showers and cooler temperatures provided welcome moisture and eased stressful
growing conditions early in the reporting period. Rainfall totals ranged from one-quarter of an inch up
to one and one-half inches in Missouri and Tennessee; one-quarter of an inch up to three-quarters of
and inch in Arkansas; and one-half of an inch up to one and one-half inches in Mississippi and
Louisiana. More rain was needed during the fruiting period to avoid further stress and to allow for
normal plant development.  According to the NASS Crop Progress report released on July 10, boll
setting was ahead of the average pace in Arkansas, Louisiana, and Mississippi but lagged slightly
behind in Tennessee and Missouri. Pressure from insects was moderate and easily controlled.

Southwestern markets. Spot cotton trading was inactive in the East Texas/Oklahoma market and
moderate in the West Texas market. Supplies of producer-owned cotton were light in east
Texas/Oklahoma and west Texas. Demand was best for color 31 and better, leaf 3 and better, staple 33
and longer, and mike 30-49. Average local prices were lower. No domestic or export mill inquiries
were reported.

A light volume of color 21 and better, leaf 3 and better, staple 34 and longer, and mike 29-40 traded in
west Texas at around 51.25 cents per pound, FOB car/truck (compression charges not paid). A light
volume of color 31 and better, leaf mostly 3 and better, staple 34 and longer (averaging 36.0), and
mike 25-40 (averaging 30.6) traded at around 48.25 cents, same terms as above. The condition of the
irrigated acreage was reported to be good, while large amounts of the non-irrigated fields were
expected to be declared a loss. Some dry land fields were being replanted. Scattered rain showers
brought some relief to isolated areas of the High Plains with accumulations ranging from a trace to
around one inch. Insect pressure was light and easily controlled. Blooms were reported in some
earlier planted fields.

Crop conditions in the southern part of the state were mostly fair. Irrigated acreage advanced normally
and most non-irrigated acreage was declared lost. Large amounts of the failed dry land crop were
expected to be declared a disaster. Insurance adjusters were currently inspecting the damaged areas of
the Rio Grande Valley and parts of the Coastal Bend. The crop condition in Oklahoma and Kansas
was reported to be mostly fair to poor due to lack of moisture and high temperatures. Insect pressure
was light and easily controlled. Producers applied fertilizers and water as needed.

Western markets. Spot trading of Upland cotton was inactive in the San Joaquin Valley (SJV).
Supplies and demand were light. Average local prices were weak A light volume of mostly color 21,
leaf 3, and staple 36 was sold for around 62.00 cents per pound, UD free, FOB warehouse, all
entitlements included. Guaranteed minimum prices for new-crop Acala cotton were offered at around
70.00 cents, UD free, FOB warehouse. No forward contracting or option-to-purchase business was
reported. Sales to foreign and domestic mills were slow. Cooperatives and merchants remained busy
shipping cotton against previous contracts. Producers were applying plant growth regulators in an
effort to curb excessive vegetative growth. Insect pressure increased but remained at manageable
levels. The crop made good progress.

Spot cotton trading was inactive in the Desert Southwest. Supplies and demand were light. Average
local prices were weak. No forward contracting was reported. Sales to foreign and domestic mills
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were slow. Shippers were busy shipping cotton against previous sales. The lack of moisture continued
to be a concern for DSW producers. The monsoon season officially began early in the reporting
period. No substantial rainfall was received in cotton growing areas except around Deming, New
Mexico, where around an inch of moisture was reported. An extreme heat advisory was in effect for
western and central Arizona with temperatures expected to reach 116 degrees. Crop progress was
rated from fair to good.

American Pima spot cotton trading was inactive. Supplies and demand were light. Inquiries and sales
for 2006-crop cotton were slow. New-crop SJV Pima prices were steady at around 105.00 to 115.00
cents per pound, UD free, FOB warehouse. Cotton in Arizona, California, New Mexico, and El Paso,
Texas continued to make progress under good to excellent growing conditions. The lack of moisture
continued to be a concern for DSW producers. The monsoon season officially began early in the
reporting period. No substantial rainfall was received in American Pima growing areas.

Textile mill report. Domestic mill inquiries for 2006-crop cotton were steady. Mill buyers inquired
for a moderate volume of color 42 and 51, leaf 5 and better, and staple 32 for January through March
2007 delivery. No sales were reported. Reports indicated that load out dates at most warehouses were
four to six weeks out. Agents for mills in China, Indonesia, Taiwan, and Thailand purchased a
moderate volume of color 31 and 41, leaf 4, and staple 34 and longer for September/October shipment.
Buyers for mills throughout the Far East inquired for a moderate volume of color 41, leaf 4 and better,
and staple 35 and longer for July/August shipment. Domestic sellers and foreign buyers were unable
to consummate sales for this timeframe as price ideas for immediate shipment varied substantially.
Inquiries for 2006-crop cotton through export channels were steady.

World cotton supply and demand estimates. According to the July 12, World Agricultural Supply
and Demand Estimates, this month's 2006/07 U.S. cotton forecasts include offsetting reductions in
supply and use, which leave ending stocks unchanged. U.S. production is reduced marginally to 20.5
million bales, despite larger planted area in the June 30 Acreage report, as drought is expected to raise
abandonment in the Southwest region, well above the historical average. Domestic mill use is reduced
to 5.5 million bales based on recent lower consumption levels. Exports are reduced to 16.6 million,
consistent with the lower available supply.

The world cotton 2006/07 balance sheet has nearly offsetting production and consumption. World
production is reduced mainly in the United States and Australia, while consumption is reduced in
India, the United States, Korea, and Thailand. World trade is virtually unchanged and the world stocks
forecast is raised less than 1 percent.

For 2005/06, marginal adjustments in U.S. domestic mill use and exports, which reflect recent
activity, reduce estimated ending stocks 100,000 bales to 6.5 million.

The following information was excerpted from the Cotton and Wool Situation and Outlook
Report, released July 13, by the Economic Research Service, USDA: Record Foreign Cotton
Consumption/Production Gap Forecast for 2006/07. The latest U.S. Department of Agriculture
(USDA) cotton forecast for 2006/07 projects that the gap between foreign consumption and production
will expand further for the upcoming season to a new high. Although foreign production is expected to
be the second largest on record in 2006/07, global demand for cotton products continues to fuel the
record foreign cotton consumption.

Foreign cotton consumption is forecast to increase for the eighth consecutive season in 2006/07,
reaching 116.3 million bales, 5 percent above 2005/06. Meanwhile, foreign production is projected at
93.9 million bales, up about 4 percent. As a result, the foreign consumption/production gap is expected
to rise from the current season’s difference of 20.6 million bales to a remarkable 22.4 million in
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2006/07. While foreign import demand is projected to rise only slightly next season, this gap will
continue to support global cotton trade and U.S. exports.

Domestic Outlook

U.S. 2006/07 Cotton Crop Projection Lowered Slightly in July

The U.S. cotton crop for the 2006/07 season was reduced 200,000 bales this month to 20.5 million, 14
percent below the 2005/06 record. The lower forecast resulted from the continuation of drought
conditions in the Southwest—and the expected reduction in harvestable acres this season - which more
than offset higher area planted to cotton as reported in the June Acreage report. In the June report, U.S.
producers indicated that they had planted nearly 15.3 million acres to cotton in 2006, 4 percent above
the March Prospective Plantings. In addition, 2006 area is 7 percent higher than plantings in 2005 and
the highest in 5 years. However, U.S. harvested area is forecast to fall below the last two seasons, as
the forecast abandonment rate of 16 percent rises to its highest since 1998.

On a regional basis, the Southwest has seen the largest increase in cotton area for 2006, expanding
nearly 600,000 acres or 9 percent above a year ago. Meanwhile, the Southeast and Delta plantings each
rose about 300,000 acres, 11 and 6 percent, respectively. In the West, upland cotton area has been
reduced 19 percent to only 580,000 acres, less than half the level grown just a decade ago. However,
more extra-long staple (ELS) cotton is being grown in the West region, pushing the total U.S. area to a
record 336,000 acres in 2006.

Although cotton area is the highest since 2001, crop conditions for the season to date have been
below average. As of July 9th, 29 percent of the area was rated “poor” or “very poor,” compared with
only 10 percent last season. In contrast, only 41 percent of the cotton was rated “good” or “excellent,”
compared with 58 percent in 2005. While conditions are below average in most States, cotton
development in early July is ahead of last season and equal to the 5-year average. As of July 9th, 72
percent of the area was squaring, compared with 66 percent in 2005; bolls were setting on 27 percent
of the area this season, compared with 21 percent last year.

Demand Revised for 2005/06 and 2006/07 Seasons

U.S. cotton demand estimates also were revised in July as one season concludes and another is about to
begin. For 2005/06, adjustments were made based on the latest available data for both mill use and
exports and expectations to the end of the season. U.S. cotton mill use was lowered slightly to 5.95
million bales for the season, while exports were raised 200,000 bales this month to a record 17 million,
18 percent above 2004/05 and a 39-percent share of world trade.

For 2006/07, demand for U.S. cotton was reduced by 300,000 bales in July, equal to the reduction
in total supply. The domestic textile industry is expected to continue its trend lower with 2006/07 mill
use now projected at 5.5 million bales, similar to that of the 1984 season. Although U.S. exports were
lowered this month, a near record shipment level of 16.6 million bales is forecast, translating into a 38-
percent share of global cotton trade in 2006/07.

Based on these adjustments, ending stocks were lowered to 6.5 million bales in 2005/06 and were
unchanged from last month at 4.9 million in 2006/07. The year-to-year stock reduction of nearly 25
percent is the largest since 2003/04, forcing the stocks-to-use ratio lower. For 2006/07, the stocks-to-
use ratio is estimated at 22 percent, compared with 28 percent in 2005/06 and 26 percent in 2004/05.

U.S. Textile Trade: Deficit Declined in April

April textile trade data indicate that imports fell from a month earlier to 1.4 billion (raw-fiber
equivalent) pounds. Imports of cotton, silk, and manmade fibers declined compared with March
shipments. Reduced imports occurred for major end-uses of apparel and yarn, thread, and fabric.
Apparel imports decreased over 96 million pounds, accounting for most of the reduction. Cotton textile
imports, at 769 million pounds, accounted for 55 percent of all textile shipments, compared with 57
percent in March.
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Total U.S. textile and apparel exports in April decreased 12 percent from the previous month and
were 11 percent below a year earlier. Lower exports of all major fibers and all end-uses were below a
month earlier. Cotton textile exports totaled 180 million pounds, down 12 percent from March and 11
percent below 2005.

Overall, the April trade deficit was 999 million pounds, with cotton accounting for 59 percent (590
million pounds) of the total. The April deficit declined 4 percent from a month earlier but was 5
percent above a year ago. The deficit for the first 4 months of 2006 totaled 4.2 billion pounds,
compared with 4 billion a year earlier. Imports of textile and apparel products are slightly above year-
ago levels, while exports are down 108 million pounds (6 percent).

International Outlook

China Drives World Consumption Higher in 2006/07

World cotton production in 2005/06 is forecast about unchanged from the year before, at 114 million
bales, while world consumption is expected to rise 4.3 percent, to 122 million bales. World trade is
expected to be steady, but ending stocks are expected to fall 5.6 million tons, to 47 million. World
ending stocks (excluding China) as a share of total world consumption (including China) are expected
to fall from 34 percent to 30 percent, the lowest since 2003/04.

China accounts for virtually all the expected increase in world consumption in 2006/07, as textile
exports have continued to grow, and China’s domestic economy continues to grow at peak levels.
While much has changed in both China and the world, uncertainty about prospects for China is still a
factor on world cotton markets due to information gaps concerning the supply and demand of cotton in
China. Supply and demand uncertainty with respect to China is also a factor for other commodities, but
with China’s 2006/07 imports forecast as 16 percent of total world consumption, China’s uncertainty is
particularly important for cotton. China’s soybean imports are forecast to be 14 percent of world
consumption, while China’s trade in wheat, corn, and rice is at most 5 percent of world consumption.

Cotton Prices 25 Percent Down Since 1990s

Cotton prices during 2005/06 realized the second weakest performance compared with a year earlier
among the major U.S. field crops (wheat, corn, soybeans, rice, and cotton). Wheat’s performance was
the strongest, while soybeans’ was the weakest (Table A). During the next marketing year, significant
price gains are expected for wheat, corn, and rice, but soybean prices are expected to average below
2005/06 levels. USDA does not forecast cotton prices due to legal restrictions.

The June 2006 A-Index was only 5 percent above June 2005, and the U.S. cotton price received by
farmers in June 2006 was 12 percent higher. Cotton prices had stronger year-to-year gains at least
through February, but have weakened in recent months in part due to growing concerns about China’s
import quotas. Polyester prices have also tended to rise in 2006, with June 2006 prices above year-ago
levels in the United States, China, and Korea, and lower in Japan and Pakistan.

Over the longer run, cotton prices have been the weakest of the major U.S. field crops by a
significant margin. During 2005/06, cotton prices averaged about 25 percent lower than they did
during the 1990s. By contrast, prices for wheat, soybeans, and rice had 2005/06 averages just about
equal to their averages from the 1990s. Corn was below its long-run average early in 2005/06, but has
since rallied back to its long-run level. Polyester prices in 2005/06 have been near their long-run
average, resulting in a cotton/polyester price ratio strongly in favor of cotton consumption.

Yield Gains High for Cotton

A World Trade Organization (WTO) dispute settlement panel identified U.S. farm programs as a
source of cotton price depression, and the U.S. has changed the administration of its export credit
guarantees for agricultural products and will stop offering Step 2 payments after July 31, 2006.3 These
changes should tend to increase world prices, but as recently as June 2006, cotton prices remained
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substantially more below their long-run averages than other major U.S. field crops, which suggests
other factors may be important.

The dependence of world cotton markets on China’s imports is only slightly larger than soybeans’
dependence. However, China’s soybean import trade regime is more liberal than its cotton trade
regime - there is no soybean tariff-rate quota (TRQ) only a 3-percent tariff on all imports. Since the
end of the 1990s, China’s policymakers have used cotton trade policy to manage China’s domestic
cotton market. In recent years, China’s domestic cotton prices have been well above world prices,
suggesting China’s trade policy has introduced a wedge between domestic and world cotton prices.

A much more tangible difference between cotton and other major field crops is discernable in
yield trends. While soybeans have the world’s largest share of genetically modified (GM) area, cotton
yields have grown faster. China’s cotton yields during 2004-06 are estimated to be 29 percent higher
than during the 1990s, U.S. yields 27 percent higher, and India’s 58 percent higher. While a strict
accounting of the various influences on relative crop prices would necessitate a much more
sophisticated analysis of past events - and would have to take into account changes in expected future
demand driven by ethanol and biodiesel - yield growth is probably an important factor.

Texas Crop Conditions Suggest Large Abandonment in 2006

Texas, the State with the largest cotton area and usually the largest production, has begun the 2006
season in a much different situation than the previous two years. In 2004 and 2005, excellent growing
conditions - including above-average precipitation - pushed Texas yields and production to records.
For 2006, however, the season-to-date has been less promising.

Cotton crop conditions in the Southwest region are running about 20 percent below average, as
drought has engulfed the middle of the country. As of July 9th, about half of the Texas cotton area has
been rated as “poor” or “very poor” in USDA’s Crop Progress reports. Moisture levels are a key factor
driving these conditions, with the lack of precipitation leading to larger abandonment in many cases.

Using an index based on Texas’ crop conditions as of early July, a comparison can be made over
time between the relationship of these conditions and the historical final abandonment realized for the
Southwest. In general, a higher index implies that conditions are better off and therefore the percentage
of area abandoned would be lower, all other things being equal. In 2000, Texas crop conditions
deteriorated significantly in August, pushing final abandonment higher; in contrast, conditions in 1990
improved late in the year and the share of area lost was lower than one would have anticipated in early
July that year.

For 2006, severe drought conditions in Texas have reduced the index to its lowest level over the
past two decades, implying that abandonment in the Southwest this season will likely be above the 10-
year average of 21 percent. These historical relationships influenced this month’s lower U.S.
production projection which will be updated with USDA’s first survey-based production forecast in
August.

Number of Bales in Certificated Stocks

Stocks as of Non-Rain Grown
Delivery Points 7/13/2006 Awaiting Review Cotton
Galveston 53,766 0 701
Houston 23,914 0 0
Memphis 510,938 616 1,292
Greenville 74,534 0 0
Total 663,152 616 1,993

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




marketing years 2005-2006 and 2006-2007 1/

Cotton supply and use: World, United States, major exporters and importers;

July 12, 2006
Supply Use Loss
Loss Ending
Region Beginning stocks | Production Imports Domestic Exports 2/ Stocks
2005-2006 (Estimated)
World 53.98 114.12 43.75 116.76 43.31 -1.23 53.01
United States 5.50 23.89 0.03 5.95 17.00 -0.03 6.50
Total Foreign 48.49 90.24 43.72 110.81 26.31 -1.19 46.51
2006-2007 (Projected)
World
June 53.04 114.64 44.04 122.46 43.53 -1.36 47.09
July 53.01 114.36 43.89 121.75 43.42 -1.36 47.45
United States
June 6.60 20.70 0.03 5.60 16.80 0.03 4.90
July 6.60 20.50 0.03 5.50 16.60 0.03 4.90
Total Foreign
June 46.44 93.94 44.01 116.86 26.73 -1.39 42.19
July 46.51 93.86 43.86 116.25 26.82 -1.39 42.55
Major Exporters 4/
June 21.38 45.31 1.83 25.69 22.19 -0.09 20.73
July 21.49 45.21 1.83 25.44 22.27 -0.09 20.91
Central Asia 5/
June 2.39 7.93 3/ 1.40 6.81 0.00 211
July 2.39 7.93 3/ 1.40 6.79 0.00 2.13
African Franc Zone 6/
June 1.56 4.64 3/ 0.18 4.71 0.00 1.31
July 1.55 4.64 3/ 0.18 4.71 0.00 1.30
S. Hemisphere 7/
June 6.15 9.89 0.78 5.32 5.05 -0.10 6.56
July 6.29 9.79 0.78 5.32 4.95 -0.10 6.69
Australia
June 1.62 2.70 3/ 0.06 2.80 -0.12 1.59
July 1.72 2.60 3/ 0.06 2.70 -0.12 1.69
Brazil
June 3.73 5.50 0.50 4.20 1.50 0.00 4.03
July 3.78 5.50 0.50 4.20 1.50 0.00 4.08
India
June 9.86 20.00 0.50 17.00 3.80 0.00 9.56
July 9.86 20.00 0.50 16.75 4.00 0.00 9.61
Major Importers 8/
June 22.87 45.07 39.79 86.72 2.85 -1.31 19.47
July 22.84 45.07 39.68 86.41 2.85 -1.31 19.64
Mexico
June 1.18 0.64 1.20 1.90 0.30 0.03 0.79
July 1.18 0.64 1.30 1.90 0.30 0.03 0.89
China
June 13.04 27.50 20.00 51.00 0.03 -1.50 11.01
July 13.04 27.50 20.00 51.00 0.03 -1.50 11.01
EU-25 9/
June 1.23 2.08 2.30 2.64 1.92 0.06 0.98
July 1.20 2.08 2.20 2.53 1.92 0.06 0.97
Russia
June 0.22 3/ 1.50 1.50 0.00 0.00 0.22
July 0.22 3/ 1.50 1.50 0.00 0.00 0.22
Turkey
June 1.69 4.15 2.55 6.70 0.20 0.00 1.49
July 1.69 4.15 2.55 6.70 0.20 0.00 1.49
Pakistan
June 3.15 10.50 1.70 12.20 0.30 0.03 2.82
July 3.14 10.50 1.80 12.20 0.30 0.03 2.92
Indonesia
June 0.37 0.03 2.20 2.18 0.02 0.05 0.35
July 0.37 0.03 2.20 2.18 0.02 0.05 0.35
Thailand
June 0.51 0.05 2.15 2.20 0.00 0.03 0.49
July 0.51 0.05 2.05 2.10 0.00 0.03 0.49
Bangladesh
June 0.42 0.07 2.15 2.20 0.00 0.01 0.44
July 0.42 0.07 2.15 2.20 0.00 0.01 0.44

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 Uzbekistan.
6/ Benin, Burkino Faso, Cameroon, Central African Republic, Chad, Cote d'Ilvoire, Mali, Niger, Senegal, and Togo. 7/ Argentina,
Australia, Paraguay, South Africa, and Zimbabwe. 8/ In addition to the countries and regions listed, includes Hong Kong, Japan, South
Korea, Taiwan, and Vietnam. 9/ Includes intra-EU trade.

Source: United States Department of Agriculture.



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

2006
Description Jun Jun Jun Jun 30- Jul Jul
9-15 16-22 23-29 Jul 6 7-13 14-20
Adjusted world price 1/ 4413 44.83 43.94 43.15 43.11 42.64
Coarse count adjustment 0.00 0.00 0.00 0.00 0.00 0.00
Loan Deficiency Payment (LDP) 7.87 7.17 8.06 8.85 8.89 9.36

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

2006
Description Jun Jun Jun Jun 30- Jul Jul
9-15 16-22 23-29 Jul 6 7-13 14-20
U.S. Northern Europe price 1/ 59.70 60.00 59.70 56.95 57.40 58.25
Northern Europe price 1/ 57.36 57.15 56.50 54.86 55.23 55.45
User Marketing Certificate rate 2.34 2.85 3.20 2.09 2.17 2.80

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

Oct 06 Dec 06 Mar 07 May 07 Jul 07 Average '‘A'(NE) 1/ | 'B'(NE) 1/ | 'A'Index 1/

Curr Fwd Current Curr Fwd

Jul 7 50.05 51.88 54.75 55.65 56.65 4571 55.30 58.55 53.00 54.20 58.00
Jul 10 50.49 52.30 55.18 56.05 57.05 45.89 54.90 57.55 52.35 53.80 57.00
Jul 11 50.68 52.65 55.50 56.35 57.30 46.02 55.05 57.95 53.10 54.00 57.40
Jul 12 51.89 53.71 56.73 57.60 58.55 46.96 55.45 58.25 54.25 54.35 57.55
Jul 13 51.15 53.01 56.00 56.85 57.85 46.43 56.55 58.70 55.25 55.40 58.05

1/ C.I.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 2004-2005 and 2005-2006

Marketing Years
Description 2004-2005 2005-2006
Through Jul 7, 2005 Through Jul 6, 2006
Week Mkt. Year Week Mkt. Year
Outstanding sales - 3,506,000 - 2,637,700
Exports 340,700 11,048,300 362,600 14,569,700
Total export commitments - 14,554,300 - 17,207,400
New sales 147,400 - 92,900 -
Buy-backs and cancellations 4,500 - 21,500 -
Net sales 142,900 - 71,400 -
Sales next marketing year 26,800 1,256,100 9,900 645,000

Net Upland sales of 71,400 RB were 70 percent below the previous week and 64 percent under the prior 4-week average. The major buyers were|
China (23,000 RB), Turkey (11,900 RB), Bangladesh (6,700 RB), Mexico (6,400 RB), and El Salvador (6,300 RB). Net Sales of 9,900 RB for
delivery in 2006/2007 resulted as major increases for Taiwan (7,700 RB), Malaysia (3,200 RB), and Vietnam (2,000 RB) were partially offset by|
decreases for Mexico (6,300 RB) and EI Salvador (4,000 RB). Exports of 362,600 RB were 8 percent below the previous week and 9 percent under|
the prior 4-week average. The major destinations were China (161,900 RB), Turkey (54,500 RB), Mexico (44,100 RB), Indonesia (19,000 RB),
Thailand (10,400 RB), and Hong Kong (9,900 RB).

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

July 13, 2006
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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
4565 4490 4265 45.15 45.15 4440 40.65 43.65 33 4540 4440 40.15 42.90 4315 4240 3940 38.15
4790 46.90 4340 45.40 47.15 46.65 42.40 44.15 34 4715 46.65 42.15 43.65 4590 4515 4365 38.90
4990 47.40 4390 45.40 49.65 4740 4290 4515 35 4990 47.15 42.65 44.40 51.90 50.90 4540 39.90
5040 47.90 44.15 45.65 50.40 4790 42.90 4540 36 5040 47.65 42.65 44.40 5250 51.75 46.25 40.00
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
4550 44.50 43.50 4350 | 46.00 45.00 43.00 4250 29
46.25 45.50 44.25 4400 | 46.75 45.75 4375 43.25 30
46.75  46.00 45.50 4400 | 4725 4650 44.75 43.25 31
4750 46.75 45.75 4500 | 47.25 46.75 45.00 44.25 32
49.50 49.00 47.25 4550 | 49.50 49.25 46.25 4525 33
51.50 49.75 48.00 4750 | 52.00 51.50 48.00 47.00 34 52.65 52.15 45.15 45.65
5350 51.75 49.25 47.75 | 54.00 53.00 49.25 47.75 35 57.40 56.40 48.65 48.15
55.00 52.50 50.75 48.25 | 54.50 54.00 49.50 49.00 36 61.55 56.95 49.45  48.40
MIKE DIFFERENCES - POINTS PER POUND
SOUTH- NORTH SOUTH E.TX WEST DESERT SJ
EAST DELTA DELTA OK Mike Ranges TEXAS SW VALLEY AVG.
-1000 24 & Below -975  -1200 -1058
-825 -1000 -1100 -925 25-26 -925  -1000 -963
-425 -650 -750 -625 27-29 -575  -900 -1250 -739
-275 -325 -325 -325 30-32 -300  -425 -550 -361
-150 -125 -125 -175 33-34 -150  -275 -350 -193
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
-175 -175 -175 -240 50-52 -240  -275 -450 -247
-300 -300 -300 -375 53 & Above -375  -475 -354
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 -125 -90 -90 -90 77 & below -90 -100 -60 -92
-175 19.5-20.4 -175 -175 -110 -80 -80 -75 78 -75 -90 -50 -80
-425 -300 -275 -150 20.5-21.4 -150 -450 -292 -100 -70 -70 -60 79 -60 -80 -40 -69
-350 -250 -225 -125 21.5-22.4 -125 -300 -229 -25 0 0 0 80 0 0 0 -4
-300 -200 -175 -100 22.5-23.4 -100 -150 -171 0 0 0 0 Base 81 0 0 0 0
-250 -175 -125 -100 23.5-24.4 -100 -100 -100 -136 0 0 0 0 82 0 0 0 0
-200 -150 -100 -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 50 43

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 51.75 50.75 50.50 49.25

32 52.00 51.00 50.50 49.25

5275 52.00 51.25 51.25 52.25 51.50 50.50 50.75 33 53.75 52.25 52.25 50.50
5350 5275 52.00 52.00 53.50 52.75 5125 51.50 34 56.00 53.75 53.75 5150 | 66.25 62.25 58.75
5475 5375 5225 52.25 54.50 53.75 5225 52.50 35 67.25 64.25 60.75
36 68.25 65.25 61.25
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American Pima quotations are for cotton equal to the Official Standards, net weight, in mixed lots, uncompressed, FOB warehouse.
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1/

DESERT SOUTHWEST PIMA DIFFERENCES

SAN JOAQUIN VALLEY PIMA DIFFERENCES

Color Leaf Staple Color Leaf Staple
44 46 48 44 46 48
1 1 120.25 125.50 125.75 1 1 124.25 129.50 129.75
2 120.00 125.25 125.75 2 124.00 129.25 129.75
3 114.75 119.75 120.75 3 118.50 123.50 124.25
4 - - - 4 - - -
5 - - - 5 - - -
6 - - - 6 - - -
2 1 120.00 125.00 125.75 2 1 123.50 129.00 129.50
2 119.00 124.50 125.25 2 123.00 128.50 129.00
3 113.75 119.25 120.00 3 116.75 122.25 122.50
4 104.00 109.00 109.50 4 107.00 112.00 112.75
5 - - - 5 - - -
6 - - - 6 - - -
3 1 113.00 120.00 121.50 3 1 117.25 122.25 123.25
2 112.75 119.50 121.25 2 116.75 121.75 123.00
3 107.00 112.00 112.50 3 109.25 114.25 115.25
4 101.25 107.00 107.75 4 103.50 109.00 110.00
5 97.50 101.50 102.25 5 100.50 103.50 104.75
6 - - - 6 - - -
4 1 105.75 110.00 112.00 4 1 107.75 112.75 113.75
2 105.25 109.50 111.50 2 107.50 112.50 113.00
3 105.00 108.50 110.50 3 107.25 112.25 112.25
4 100.00 104.50 104.50 4 102.75 108.25 108.25
5 92.75 97.75 97.75 5 97.00 101.00 101.00
6 - - - 6 - - -
5 1 - - - 5 1 - - -
2 84.25 90.75 90.75 2 90.00 97.50 97.50
3 84.25 90.75 90.75 3 90.00 96.75 97.50
4 84.25 84.75 84.75 4 90.00 91.50 91.50
5 83.75 84.00 84.00 5 89.75 91.25 91.25
6 - - - 6 - - -
6 1 - - - 6 1 - - -
2 74.00 74.25 74.25 2 79.25 79.50 79.50
3 74.00 74.25 74.25 3 79.25 79.50 79.50
4 74.00 74.25 74.25 4 79.25 79.50 79.50
5 73.75 74.00 74.00 5 79.00 79.25 79.25
6 73.50 73.50 73.50 6 78.50 78.75 78.75
Mike Points Extraneous Matter Mike Points Extraneous Matter
ranges | per pound Level Diff. ranges per pound Level Diff.
Preparation Preparation
26 & Below| -1350 -475 26 & Below -1350 1 -625
27-29 -900 -850 27-29 -950 2 -900
30-32 -525 Bark, Grass, Sp.twist, Other 30-32 -550 Bark, Grass, Sp.twist, Other
33-34 -350 -400 33-34 -400 1 -525
35 & Above 0 -700 35 & Above 0 2 -850

1/ Pima spot quotations for other color-leaf combinations not quoted will be included as sales of those qualities are reported.
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