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Average spot cotton quotations averaged 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 47.29 cents per pound for the week ending Thursday, September 7. The weekly
average was down from 48.38 cents last week and compares to 47.33 cents for the corresponding week a
year ago. Quotations ranged from a high of 47.61 cents on Friday, September 1 to a low of 46.99 cents
on Thursday, September 7. The New York October futures settlement price ended the week at 51.19
cents, compared to 53.05 cents a week ago.

The USDA announced on September 7 that the Adjusted World Price (AWP) was 44.18 cents per pound
for the period September 8 through September 14, the Loan Deficiency Payment (LDP) rate for Upland
cotton will be 7.82 cents per pound, and the Extra Long Staple (ELS) Competitiveness Payment will be
zero.

Southeastern markets. Spot cotton trading was inactive. Supplies and demand were light. Average
local prices were lower. Mixed lots of old-crop cotton containing color 42 and better, leaf 3 and 4,
staple 31 and longer, mike 36-49, strength 27-29, and uniformity 79-81 sold for 40.75 cents per pound,
FOB car/truck (Rule 5, compression charges paid). No forward contracting was reported. No domestic
mill inquiries were reported. Reports indicated that most mills have covered their needs through fourth
quarter 2006.

Producers in North Carolina and Virginia were assessing the damage from Tropical Storm Ernesto.
Initial reports indicated that the strong winds had blown plants down in some fields and localized
flooding occurred where the heaviest rains fell. Producers would welcome a period of hot, dry weather
to reinvigorate plants and dry fields. In contrast, producers in some of the drier areas of South Carolina
welcomed the wet weather. Scattered thundershowers delayed defoliation in some areas of Alabama
and Georgia. Limited picking was underway in north Alabama and Georgia. Limited ginning was
underway in portions of Georgia where power rate changes took effect on September 1. Picking and
ginning was expected to gain momentum in Georgia in the next two weeks. According to the NASS
Crop Progress report for the week ending September 3, Alabama had 49 percent bolls open, Georgia 54,
Virginia 50, South Carolina 32, and North Carolina 19 percent.

South Central markets. Spot cotton trading was slow. Available supplies were moderate. Demand
was light. Average local prices were lower. A moderate volume of color 41 and better, leaf 4 and
better, staple 34 and longer, mike 42-52, strength 25-33, and uniformity 78-83 sold at around 50.00
cents per pound, FOB car/truck (Rule 5, compression charges paid). Alight volume of CCC forfeited
loan cotton of color mostly 31, 41, and 32, leaf 4 and better, staple 33 and longer, mike 35-50, strength



25-30, and uniformity 70-83 sold at around 47.50 cents, FOB warehouse. Inquiries from representatives
of domestic and foreign mills were light. Agents for mills in the Far East purchased a moderate volume
of color 31, leaf 3, staple 35, mike 35-49, and strength averaging 29 for prompt through November
shipment. Agents for foreign mills purchased a light volume of color 41, leaf 4, staple 34, mike 35-49,
and strength averaging 28 for prompt shipment.

Defoliation progressed rapidly under good weather conditions in Louisiana, Mississippi, and
Arkansas. Reports indicated that a few fields had been defoliated in Tennessee. Harvesting was well
underway in Louisiana and Mississippi but was limited in Arkansas. About ten to fifteen gins were
operating in Louisiana, along with several in Mississippi. According to the NASS Crop Progress report
for the week ending September 3, Mississippi had 88 percent bolls open, Louisiana 83, Arkansas 47,
Tennessee 34, and Missouri 26 percent. All of these percentages were ahead of the five-year average,
with the exception of Missouri, which was slightly behind.

Southwestern markets. Spot cotton trading was slow in the East Texas/Oklahoma and West Texas
markets. Supplies of producer-owned cotton were light. Demand was good for color 31 and better, leaf
3 and better, staple 33 and longer, and mike 35-49. Average local prices were lower compared to last
week. No forward contracting was reported. No domestic or export mill inquiries were reported.

A light volume 2005-crop cotton of color mostly 21 and 31, leaf mostly 3 and 4, staple 34 and longer,
and mike 28-36 (averaging 31.3) traded in west Texas at around 46.00 cents per pound, FOB car/truck
(compression charges not paid). Heavy rain showers brought large amounts of moisture across all of the
High Plains over the weekend. Accumulations ranged from around three inches to as much as six inches.
Some producers reported heavy flooding in area cotton fields. Cooler than normal temperatures caused
heat unit accumulations to drop, and was expected to stunt maturity of late maturing seed varieties. Boll
retention was fair. Producers began early defoliation in some earlier planted and some of the drought
stressed fields. Cotton bolls have started popping open. Hot, dry weather was needed to advance the
crop to full maturity.

A light volume of color mostly 31 and better, leaf mostly 3-5, staple 33 and longer, and mike 36-50
(averaging 42.9) traded in south Texas at around 47.00 cents per pound, FOB warehouse (compression
charges not paid). Ginning slowed down in the Coastal Bend. Harvesting and ginning in the Upper
Coastal Bend and south central Texas gained momentum. Heavy machinery was not able to get into
fields due to recent rains. Producers in Oklahoma and Kansas readied machinery for harvest. The crop
was progressing normally. Insect pressure was light and easily controlled. Cooler than normal daytime
temperatures, in the lower 70’s, slowed crop maturation.

Western markets. Spot trading of upland cotton was inactive in the San Joaquin Valley (SJV).
Supplies and demand were light. Average local prices were lower. No forward contracting or domestic
mill activity was reported. Temperatures ranged from the high 90s to low 100s, which helped finish up
the top crop. Open bolls were more evident throughout the valley. Defoliation was expected to begin in
approximately two weeks on the more mature fields. Pest control treatments continued. Producers
prepared equipment for harvest. Industry representatives rated the crop as mostly average.

Spot cotton trading was inactive in the Desert Southwest. Supplies and demand were light. Average
local prices were lower compared to last week. No forward contracting was reported. A very light
volume of old-crop cotton, mostly color 31, leaf 3 and 4, and staple 33 and longer sold for around 35.00
cents per pound, FOB car. Seasonal monsoon activity, along with the remnants of Hurricane John,
affected weather patterns in the DSW. Parts of New Mexico and El Paso, Texas areas received from
three to five inches of rain this week. More than 15 inches of rain has fallen in El Paso this year; most
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since the end of July. Normal, average rainfall for the year was estimated at around 9.43 inches.
Producers considered the extra rainfall beneficial as it recharged aquifers and reservoirs in these drought
stricken areas. The down-side was that steady rain and very little sunshine slowed plant maturation.
Some producers reported signs of wilt and some boll rot on the plants. Hot, dry weather was needed.

American Pima spot cotton trading was inactive. Supplies and demand were light. New-crop prices
trended lower to 110.00 to 112.00 cents per pound. No forward contracting was reported.  Producers
were reluctant to forward contract at this time because it was too early in the season to do so. Many
were just finishing last round of irrigations. San Joaquin Valley producers were hoping for a clear and
open fall to help finish out the top crop. Parts of eastern Arizona, New Mexico, and El Paso, Texas
received three to five inches of rain early in the reporting period. Periods of wet weather and cooler
temperatures slowed plant growth. Hot, dry weather was needed to help get the crop finished.

Textile mill report. Domestic mill inquiries were very light. Reports indicated that most mills have
covered their immediate to nearby raw cotton needs. The bulk of domestic interest centered on any type
of discounted cotton that could be blended into lay down mixes. Demand for ring spun yarn was good,;
open end yarn was moderate. Demand for denim fabric was light to moderate. Reports indicated that
Swift Galey will be closing a denim manufacturing plant in Columbus, Georgia. West Point Mills
announced that they will be closing two fabric weaving mills located in Lanett and Opelika, Alabama.

Mill buyers in Taiwan inquired for a moderate volume of color 31, leaf 3, and staple 34 and longer
for October shipment. Representatives for mills in Bangladesh and Indonesia inquired for a moderate
volume of 2006-crop cotton for fourth quarter shipment. Demand was best for color 31 and better, leaf
3, and staple 36, and also color 42 and 51, leaf 4, and staple 34 and longer. Mill agents in Turkey
inquired for a moderate volume of color 41 and better, leaf 4, and staple 34 and longer for
November/December shipment. No sales were booked.

Prices received by farmers for upland cotton averaged 47.20 cents per pound in mid-August, according
to the National Agricultural Statistics Service, USDA. This compares with 47.10 cents for the entire
month of July and 42.10 cents in August 2005. These prices include cotton delivered against forward
contracts.

USDA announces special import quota #23 for upland cotton. The Department of Agriculture's
Commodity Credit Corporation announced on September 7, a special import quota for upland cotton
that permits importation of a quantity of upland cotton equal to one week’s domestic mill use. The quota
will be established on September 14, 2006, allowing importation of 23,276,125 kilograms (106,906
bales) of upland cotton.

This action is being carried out under the authority of PL 107-171, enacted May 13, 2002, which
requires that a special import quota be determined and announced immediately if, for any consecutive 4-
week period, the U.S. Northern Europe price exceeds the Northern Europe price by more than 1.25
cents per pound. This condition was met during the consecutive 4-week period ending September 7.
Quota number 23 will be established as of September 14, 2006, and will apply to upland cotton
purchased not later than December 12, 2006, and entered into the U.S. not later than March 12, 2007.
The quota is equivalent to one week's consumption of upland cotton by domestic mills at the seasonally-
adjusted average rate for the period May 2006 through July 2006.

Future quotas, in addition to the quantity announced September 7, will be established if price
conditions warrant.



Forward contracting of 2006-crop cotton. Upland cotton growers in the United States had booked
about 6 percent of their expected acreage by the end of August this season. This was below the 8
percent booked through the same period last year. Contracting has been most active in the south central
states where about 11 percent of the crop was under contract by the end of August and compares with 13
percent a year earlier. Southeastern states' growers had forward contracted 4 percent, compared with 11
percent in 2005. In the southwestern states, 3 percent of the crop had been booked, down from 4 percent
last year. Growers in the western states had not forward contracted any acreage in 2006 and 2005.
These estimates were based on the National Agricultural Statistics Board's August Acreage for Harvest
report and informal surveys made by the USDA, Agricultural Marketing Service’s Cotton Program.
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Forward contracting of upland cotton by growers, as of September 1, crops of 1997-2006
and acreage for harvest, 2006 crop 1/

Cotton crops Acreage
States for Harvest
1997 | 1998 | 1999 | 2000 [ 2001 | 2002 | 2003 | 2004 | 2005 | 2006 2/

Pct. Pct. Pct. Pct. Pct. Pct. Pct. Pct. Pct. Pct. 1,000 acres

Alabama 3/ 19 19 9 28 16 12 10 16 17 13 530
Florida 12 16 1 3 12 - - - 2 - 104
Georgia 29 27 5 21 7 8 15 16 10 2 1,330
North Carolina 4/ 33 44 37 27 3 4 5 10 8 4 875
Virginia - - - 43 14 26 * 11 1 1 99
South Carolina 46 51 19 21 2 10 7 13 16 5 298
Southeastern States 30 33 16 24 8 8 10 14 11 4 3,236
Arkansas 51 49 9 14 4 4 7 * 12 12 1,140
Louisiana 26 26 8 19 12 * * 5 19 19 650
Mississippi 16 21 6 9 5 1 2 1 7 13 1,200
Missouri 62 74 6 21 10 12 18 - 22 3 480
Tennessee 11 25 8 13 6 4 8 - 13 - 695
South Central States 32 36 7 14 6 3 6 1 13 11 4,165
Oklahoma 5/ - - - - - - - - - - 305
Texas 13 22 5 7 7 - 2 5 5 3 4,200
Southwestern States 13 21 5 7 6 - 2 4 4 3 4,505
Arizona 10 15 2 2 * * 1 1 - - 218
California 32 45 1 6 - * - * - - 308
New Mexico 6 14 9 13 2 3 - - - - 50
Western States 25 36 2 5 * * * * - - 576
United States 23 30 8 13 6 3 5 5 8 6 12,482

1/ Contracting estimates do not include cotton consigned to marketing organizations but do include cotton contracted with
marketing organizations. 2/ August 2006, Agricultural Statistics Board, NASS, USDA. 3/ Includes Florida, 1997 crop.

4/ Includes Virginia, 1997-2000 crops. 5/ Includes Kansas, 1997-2006 crops.

* Less than 0.5 percent.
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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

2006
Description Aug Aug Aug Aug Sep Sep
4-10 11-17 18-24 25-31 1-7 8-14
Adjusted world price 1/ 44.42 45.36 44.70 44.74 44.94 44.18
Coarse count adjustment 0.00 0.00 0.00 0.00 0.00 0.00
Loan Deficiency Payment (LDP) 7.58 6.64 7.30 7.26 7.06 7.82

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 Aug Aug Aug Aug Sep Sep
4-10 11-17 18-24 25-31 1-7 8-14
U.S. Northern Europe price 1/ 64.95 65.90 64.80 64.20 64.50 63.50
Northern Europe price 1/ 60.35 61.32 60.70 60.76 60.98 60.25

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/

Current Current Current
Sep 1 52.06 53.90 57.52 58.50 59.55 47.61 60.85 NQ 60.30
Sep 4 HOLIDAY 60.15 NQ 59.70
Sep 5 51.65 53.51 51.17 58.30 59.23 47.39 60.15 NQ 59.70
Sep 6 51.44 53.41 57.06 58.30 59.27 47.17 60.05 NQ 59.60
Sep 7 51.19 53.16 56.77 58.05 59.05 46.99 60.05 NQ 59.60

1/ C.I1.F. Northern Europe and C.F. Far Eastern price furnished by Cotton Outlook of Liverpool. 2/ No quote was issued.

U.S. Upland cotton export sales and exports, in running bales, for week and year, marketing years 2005-2006 and 2006-2007

Marketing Years
Description 2005-2006 2006-2007
Through Sep 1, 2005 Through Aug 31, 2006
Week Mkt. Year Week Mkt. Year
Outstanding sales - 4,219,800 - 1,437,100
Exports 263,200 1,395,600 69,000 740,100
Total export commitments - 5,615,400 - 2,177,200
New sales 434,700 - 151,800 -
Buy-backs and cancellations 19,500 - 7,200 -
Net sales 415,100 - 144,600 -
Sales next marketing year 9,700 126,500 17,700 76,100

Net Upland sales of 144,600 RB were two and one-quarter times the previous week. The major buyers were Mexico (73,500 RB), China (28,90
RB), Turkey (11,700 RB), and Indonesia (11,500 RB). Sales of 17,700 RB for delivery in 2007/08 were for Mexico. Exports of 69,000 RB were
17 percent below the week earlier and 74 percent under the prior 4-week average. The primary destinations were Mexico (21,500 RB), China
(16,500 RB), Turkey (7,400 RB), and Indonesia (5,500 RB). American Pima sales of 3,300 RB were mainly for China (1,100 RB). Exports of
7,600 RB were primarily for China (2,600 RB), Taiwan (1,000 RB), and Indonesia (1,000 RB).

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

September 7, 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
46.94 46.19 4394 46.44 46.44 4569 4194 4494 33 46.69 4569 41.44 44.19 4319 4244 3944 38.19
49.19 48119 4469 46.69 48.44 4794 43,69 4544 34 48.44 4794 43.44 44.94 4594 4519 4369 38.94
50.69 48.44 4519 46.69 50.94 48.69 44.19 46.44 35 51.19 48.44 4394 45.69 51.94 5094 4544 39.94
50.94 48.94 4544 46.94 51.44 49.19  44.19 46.69 36 5144 4894 43.94 45.69 5254 5179 46.29 40.04
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 52.69 52.19 4519 45.69
5350 51.75 49.25 47.75 | 54.00 53.00 49.25 47.75 35 57.44 56.44 48.69 48.19
55.00 52.50 50.75 48.25 | 54.50 54.00 49.50 49.00 36 61.09 56.49 4949 48.44
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
-200 -175 -175 -240 50-52 -240  -275 -450 -251
-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 49.25 48.25 47.75 46.25

32 50.00 48.75 48.50 46.75

5275 52.00 51.25 51.25 51.75 51.00 50.50 50.25 33 51.75 49.75 49.50 48.00
5350 5275 52.00 52.00 53.00 5250 51.00 51.50 34 53.75 5175 51.50 49.00 | 66.25 62.25 58.75
5475 5375 5225 52.25 54.75 5350 51.75 52.00 35 67.25 64.25 60.75
36 68.25 65.25 61.25

September 7, 2006




American Pima quotations are for cotton equal to the Official Standards, net weight, in mixed lots, UD Free, FOB warehouse. 1/

AMERICAN PIMA SPOT QUOTATIONS

Mike
Range Diff.
26 & Below -1350
27-29 -945
30-32 -550
33-34 -395
35 & Above 0
Strength
(Grams per Tex)
Range Diff.
35.4 and Below -1000
35.5-36.4 -750
36.5-37.4 -500
37.5 and Above 0

Extraneous Matter

Color Leaf Staple
44 46 48

1 1 123.75 129.00 129.25
2 123.50 128.75 129.25
3 118.25 123.25 124.00
4
5
6

2 1 123.25 128.50 129.25
2 122.50 128.00 128.75
3 116.50 122.00 122.25
4 106.75 111.75 112.50
5
6

3 1 116.75 122.00 123.00
2 116.25 121.50 122.75
3 109.00 114.00 115.00
4 103.25 108.75 109.75
5 100.25 103.25 104.50
6

4 1 107.50 112.50 113.50
2 107.25 112.25 112.75
3 107.00 112.00 112.00
4 102.50 108.00 108.00
5 102.50 100.75 100.75
6

5 1
2 89.50 96.75 96.75
3 89.50 96.25 96.75
4 89.50 90.75 90.75
5 89.25 90.50 90.50
6

6 1
2 78.75 79.00 79.00
3 78.75 79.00 79.00
4 78.75 79.00 79.00
5 78.50 78.75 78.75
6 78.00 78.25 78.25

Level Diff.
Prep
1 -610
2 -895
Other
1 -515
2 -835

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

September 7, 2006



