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Weekly Cotton Market Review

3% Happy Holidays g

Due to the holiday, the next “Weekly Cotton Market Review” will be released Friday,
January 2, 2009

Average spot cotton quotations were 125 points higher than the previous week,
according to the USDA, Agricultural Marketing Service’s Cotton Program. Quota-
tions 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
41.52 cents per pound for the week ended Thursday, December 18. The weekly
average was up from 40.27 cents reported last week, but down from 59.83 cents
reported the corresponding period a year ago. Daily average quotations ranged
from a low of 40.49 cents on Friday, December 12 to a high of 42.86 cents on
Wednesday, December 17. Spot transactions reported in the Daily Spot Cotton
Quotations for the week ended December 18 totaled 42,058 bales, compared with
34,143 last week and 50,469 bales a year ago. Total spot transactions for the sea-
son were 423,422 bales, compared to 627,060 bales the corresponding week a year
ago. The ICE March futures settlement prices ended the week at 45.28 cents, com-
pared to 44.46 cents reported last week.

Prices are in effect from December 19-25, 2008

Adjustment World Price (AWP) 36.17 ELS Competitiveness Payment 0.00
Loan Deficiency Payment (LDP) 15.83 Fine Count Adjustment 2007 Crop 0.96
Coarse Count Adjustment (CCA) 0.00 Fine Count Adjustment 2008 Crop  0.56
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Regional Summaries

Southeastern Markets

Spot cotton trading was moderate. Producer offer-
ings were moderate. Demand was moderate. Aver-
age local spot prices were higher. Supplies were
moderate. Trading of CCC-loan equities was moder-
ate.

Harvesting was rapidly drawing to a close
throughout the region. Scattered rainfall delayed
outside activities early in the period. Wet fields were
slow to dry in areas of central and south Georgia.
Some cotton remained to be picked in these areas
and fields were too soggy to support field equipment.
Most gins in north Alabama had completed pressing
operations for the season. Several gins in south Ala-
bama and Georgia had reduced operating schedules
to one shift. Many gins plan to go to gin days fol-
lowing the Christmas holiday. Harvesting and gin-
ning activities were nearing completion in the Caro-
linas.

South Central Markets

Spot cotton trading was slow. Producer offerings
were light. Demand was light. Average local spot
prices were higher. Trading of CCC-loan equities
was inactive. Inquiries from representatives of do-
mestic and foreign mills were light. No sales were
reported.

Cold, dry conditions dominated the weather pat-
tern early in the period. A wintry storm brought
freezing rain to the region, followed by cold and
foggy conditions. Accumulations amounted to one-
half of an inch of moisture. No serious damage from
ice was reported. No fieldwork was reported. Most
producers were waiting to see how the economic
slowdown in the U.S. economy affected seed, fuel,
and fertilizer prices before making any decisions re-
garding the 2009 crop.

Southwestern Markets

Spot cotton trading was slow in the East Texas/
Oklahoma and active in the West Texas markets.
Producer offerings were heavy. Demand was moder-
ate. Average local spot prices were higher. Trading
of CCC-loan equities was moderate in the East
Texas/Oklahoma market and moderate in the West
Texas market. Producers continued to put cotton in
the CCC-loan program and marketing cooperatives.

East Texas/Oklahoma

Cold, dry conditions dominated the weather pattern
in East Texas during the period. Producers were
hoping for rain to restore depleted moisture levels.
Some fieldwork was reported. Local sources re-
ported that some producers were considering grain
sorghum instead of cotton for the coming season.
Harvesting was virtually completed in Kansas and
Oklahoma. Most gins continued to operate at full
capacity.
West Texas

Clear skies and cold temperatures allowed outside
activities to continue uninterruptedly in West Texas.
Harvesting was completed in the Trans Pecos and
Southern High Plains. Harvesting was nearing com-
pletion in most other areas. Gins were operating at
capacity and most gins had backlogs of modules.
High levels of extraneous matter (bark) and low
mike continued to plague the crop.

Western Markets

Spot cotton trading was inactive in the San Joaquin
Valley (SJV). Supplies of 2008-crop cotton were
heavy. Demand was light. Average local spot prices
were higher. No forward contracting or domestic
mill activity was reported. Local markets were
quiet. A combination of a Pacific storm and Arctic
air created chilly conditions for the Valley. The Si-
erra-Nevada Mountain range received approximately
two to three feet of snow. Snowfall levels were
down to 1,500 to 2,000 feet. Rainfall accumulations
were around one-half of an inch in the central Val-
ley. The precipitation helped to restore moisture de-
pleted soils. Freeze advisories were in effect for the
Valley. Californians were hopeful that this was a
start to a long wet season to break the two-year
drought. Fieldwork activities were complete.
Roller-ginning continued.

Spot trading of Upland cotton was inactive in the
Desert Southwest (DSW). Supplies of 2008-crop
cotton were heavy. Demand continued light. Aver-
age local spot prices were higher. No forward con-
tracting or domestic mill activity was reported. Local
markets were quiet. A cold front that moved through
region brought light, scattered showers to central
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Regional Summaries

Arizona. Cotton-growing areas of Safford, Arizona
received approximately one inch of rainfall and some
snow. Harvesting continued but was delayed by the
weather. Most gins in central and eastern Arizona
continued around-the-clock ginning. Weather condi-
tions in New Mexico and El Paso, Texas areas were
clear and cold. Harvesting was virtually completed.
Ginning continued.

American Pima spot cotton trading was inactive. Sup-
plies of 2008-crop cotton were heavy. Demand was
light. Average local prices were firm. No forward
contracting or domestic mill activity was reported.
Local merchants reported a slight increase in foreign
mill inquires. No new sales were reported. Ginning
continued.

Textile mill. Buyers for domestic mills purchased a
moderate volume of color 41, leaf 5, and staple 35 for
April 2009 delivery. Additional inquiries from mill
buyers were light. Reports indicated most mills have
covered their raw-cotton needs through the first quar-
ter of 2009. Some mills plan to take up to two weeks
of downtime for the approaching Christmas holiday.

Inquiries through export channels were moderate.
Demand was best throughout the Eastern rim for any
discounted or low grade styles of cotton for immedi-
ate-to-nearby shipment. Demand was also good for
USDA Green Card Class, color 31, leaf 3 and staple
36 throughout the Far East.

AMERICAN PIMAWEEKLY

EXPORT REPORT
By FAS, USDA, week ending December 18, 2008

Shipments thru December 11, 2008

Net new export sales for the week were reported as
100 bales versus 300 bales reported the previous
week. Current registered export sales for the
2008/09 crop year remained at 79,700. This level
of sales was 16 % of the sales level at the same
time last year when 485,900 bales in sales had al-
ready been registered. Current shipments stood at
19% of last year with 38,300 bales shipped versus
199,700 bales shipped at the same time last year.

This week’s purchases were made by China
(100). There were 800 bales in destination
changes this past week made from Japan (-800) to
China (400), Malaysia (300), and Indonesia (100) .
There were 0 bales in cancellations this past
week.

Export shipments this past week totaled
3,400 bales versus 2,400 bales during the previous
week. Shipments this past week went to Germany
(900), Indonesia (800), Japan (700), China (500),
India (300), Peru (200), and Malaysia (100).

The top five leading importers for the
2008/09 crop year were led by Indonesia with pur-
chases of 20,100 bales. Germany, China, Japan,
and India round out the top five with purchases of
15,400, 7,900 bales, 7,100 bales, and 6,400 bales
respectively. These five nations accounted for
71% of all the export based purchases of U.S.
Pima made to date this year.

There were 0 bales of new forward sales this
week. The current new-crop sales totals stood at 0
bales and O bales respectively for 2009/10 and
2010/11.



Regional Price Information

Southeastern Markets

e Alight volume of color 31 and 41, leaf 5 and better, staple 32 and longer, mike 43-52, strength 28-30, and uniformity 79-81 traded
at around 575 points off ICE March futures, FOB car/truck, Georgia terms (Rule 5, compression charges paid, 30 days free stor-
age).

e A moderate volume of color mostly 41, leaf 3 and 4, staple mostly 35 and 36, mike 43-49, strength 30-32, and uniformity 80-82
sold for around 450 points off ICE March futures, FOB car/truck, (Rule 5, compression charges paid).

e A moderate volume of color mostly 31 and 41, leaf mostly 3, staple mostly 32-34, mike 48-52, strength 26-28, and uniformity 78-
80 sold for around 600 points off ICE March futures, same terms as above.

e  Mixed lots of 2007-crop cotton, color 52 and better, leaf 6 and better, staple mostly 33 and longer, mike 43-49, strength 28-30, and
uniformity 80-82 traded at 38.25 to 39.50 cents, same terms as above.

e A moderate volume of 2008-CCC loan equities traded at four cents.

South Central Markets

North Delta

e A heavy volume of color 41 and better, leaf 4 and better, staple 34 and longer, mike 36-48, strength 26-32, and uniformity 78-83
sold at around 41.75 cents per pound, FOB car/truck (Rule 5, compression charges paid).

e A heavy volume of 2007-crop cotton, color 51 and better, leaf 4 and better, staple 34 and 35 mike 34-54, strength 23-33, and uni-
formity 77-83, sold at around 36.00 cents, same terms as above.

South Delta
e Alight volume of color 31, leaf 4 and better, staple 35, mike 35-49, strength 28-32, and uniformity 79-82 sold at around 49.00
cents per pound, FOB car/truck (Rule 5, compression charges paid).
e Alight volume of color 31 and better, leaf 5 and better, staple 34 and longer, mike 35-49, strength 27-32, and uniformity 79-83
sold at around 41.50 cents, same terms as above.

Southwestern Markets

East Texas-Oklahoma

o Alight volume of color mostly 31 and better, leaf 4 and better, staple 34-36, mike 43-51, strength 28-31, and uniformity 78-81 sold
at around 42.00 cents per pound, FOB car/truck.

e Alight volume of color 41 and better, leaf 4 and better, staple 32-34, mike 42-52, strength 26-32, and uniformity 77-82 sold at
around 38.00 cents, FOB warehouse.

e A moderate volume of CCC-loan equities traded at around two to three cents.

West Texas

e A moderate volume of 2008-crop cotton, color 11 and 21, leaf 2 and better, staple 36 and longer, mike 39-49, strength 30-34, and
uniformity 79-83 sold at around 45.00 cents per pound, FOB car/truck.

e A moderate volume of 2008-crop cotton, color 32 and better, leaf 5 and better, staple 36 and longer, mike 23-29, strength 26-30,
and uniformity 77-81, with extraneous matter (bark) sold at around 30.00 cents, same terms as above.

e A moderate volume of forfeited CCC-loan cotton, color 31 and better, leaf 4 and better, staple 36 and longer, mike 35-49, strength
25-34, and uniformity 77-82 sold at around 42.00 cents, FOB warehouse.

e A moderate volume of forfeited CCC-loan cotton, color 41 and better, leaf 5 and better, staple 33 and longer, mike 35-49, strength
25-34, and uniformity 77-82 sold at around 39.00 cents, same terms as above.

e A moderate volume of CCC-loan equities traded at around two to three cents.

Western Markets

San Joaquin Valley

e A heavy volume of forfeited CCC-loan cotton, mostly color 41 and better, leaf 3 and better, staple 33 and longer, mike 23-46,
strength averaging 28, and 76 percent extraneous matter (mostly bark) traded for around 30.00 cents per pound, UD free, FOB
warehouse.

Desert Southwest

e No trading activity was reported.
American Pima

e No trading activity was reported.



Number of Bales in Certificated Stocks

Stocks as of Non-Rain
Delivery Points 12/18/2008 Awaiting Review Grown Cotton
Galveston, TX 101,458 0 0
Greenville, SC 117,392 0 0
Houston, TX 44,735 0 0
Memphis, TN 551,647 8,444 226
New Orleans, LA 23,753 0 0
Total 838,985 8,444 226

Source: USDA, AMS, Cotton Program and ICE Board of Trade.

Average Price for 31-3-35 Average Price for 41-4-34
Ve Fri Mon Tue Wed Thu - Fri Mon Tue Wed Thu
Dec 12 | Dec 15 | Dec 16 | Dec 17 | Dec 18 Dec 12 | Dec15 | Dec 16 | Dec 17 | Dec 18
SE 4143 | 42.16 | 42.64 | 44.46 | 43.78 SE 39.93 | 40.66 | 41.14 | 42.96 | 42.28
ND 4143 | 42.16 | 42.14 | 44.21 | 43.53 ND 2018 | 4091 | 2089 | 4296 | 4228
S A143 | 4216 | 4214 | 4421 | 43.53 sD 4018 | 40.91 | 40.89 | 42.96 | 42.28
ETX 43.00 | 43.00 | 43.00 | 44.50 | 43.75 ETX 41.00 | 41.00 | 42.00 | 4250 | 41.75
WTX 44.00 | 44.00 | 44.00 | 4550 | 44.75 WTX 41.00 | 41.00 | 41.00 | 4250 | 41.75
DSw 46.93 | 47.66 | 47.64 | 49.46 | 48.78 DSW 39.43 | 40.16 | 40.14 | 41.96 | 41.28
SV 52.43 | 53.16 | 53.14 | 54.96 54.28 SV 41.68 | 42.41 | 42.39 | 44.21 | 43.53
7-Mkt Avg. 44.38 | 4490 | 44.96 | 46.76 | 46.06 7-Mkt Avg. 40.49 | 41.01 | 41.06 | 42.86 | 42.16
Source: USDA, AMS, Cotton Program Source: USDA, AMS, Cotton Program
Spot Transactions
Fri Mon Tue Wed Thu
Market
Dec 12 Dec 15 Dec 16 Dec 17 Dec 18
SE 1,191 0 4,444 0 0
ND 0 0 0 8,130 | 4,077
SD 1,510 0 0 1,726 156
ETX 264 756 0 3,973 158
WTX 2,903 1,569 789 6,321 | 2,966
DSW 0 0 0 0 0
SV 0 0 0 0 1,125
Total 5,868 2,325 5233 | 20,150 [ 8,482
Pima 0 0 0 0 0

Source: USDA, AMS, Cotton Program




The following information was excerpted from the Cotton and Wool Situation and Outlook Yearbook,
released December 12, 2008, by the Economic Research Service, USDA

Abstract
After four consecutive seasons with U.S. cotton production exceeding demand, stocks increased to their
highest in over four decades as the 2008 season began. In 2008, higher net returns were expected for
competing crops and cotton area was reduced significantly for a second consecutive season. In addition,
less than favorable conditions across much of the Cotton Belt in 2008 led to the highest abandonment
percentage in a decade and reduced the national average yield below the previous 3-year average. As a

result, U.S. cotton production fell significantly to its lowest in nearly 20 years. With U.S. cotton de-
mand in 2008/09 forecast to exceed production, stocks were expected to fall considerably by season’s
end. World cotton mill demand was expected to decline in 2008/09 as the global economic slowdown
impacts consumer demand for cotton products. However, demand remained projected above world pro-
duction for the third consecutive year. As a result, 2008/09 global ending stocks were expected to de-
cline to their lowest level in 5 years.

The global cotton outlook for 2008/09 (August/July marketing year) had changed considerably given the re-
cent economic developments from around the world. Consumer demand for cotton products had slowed, im-
pacting cotton mill use and trade for many countries.

Global cotton use peaked in 2006/07 at nearly 123.5 million bales, while foreign mill use had risen nine
consecutive seasons to a 2007/08 record of nearly 118.8 million bales. For 2008/09, world cotton mill use was
forecast at 119.3 million bales, 4.1 million (3 percent) below last season and the lowest since 2005/06. For-
eign mill use was expected to decline 3 percent to 114.9 million bales in 2008/09, while U.S. mill use contin-
ued its trend lower. Among foreign mill users, the largest decline in 2008/09 were foreseen in China and Tur-
key (1 million bales lower in each), Pakistan (400,000 lower), and India (300,000 lower). Despite the decline,
however, China’s mill use (51 million bales) accounted for nearly 43 percent of world cotton mill use in
2008/009.

Global cotton production in 2008/09 was projected at 112.9 million bales, 6 percent below last season’s
output of 120.5 million bales but still the fifth largest cotton crop on record. Foreign cotton production in
2008/09 was estimated at 99.3 million bales, down from 2007/08’s record but still the third largest crop. Pro-
duction was mixed among the major foreign-producing countries this season. China, the world’s largest pro-
ducing country, was forecast to harvesting half a million bales less in 2008/09. In contrast, India and Pakistan
were expected to produce slightly larger crops in 2008/09.

The United States accounted for most of the decline in 2008/09 world production, as the U.S. cotton crop
was 30 percent (5.7 million bales) lower than a year earlier at 13.5 million bales. Planted area was reduced 13
percent from 2007/08 due to higher net return expectations for competing crops relative to cotton. While U.S.
cotton plantings were at their lowest since 1983/84, weather conditions were less favorable this season as the
abandonment estimate rose to a 10-year high of 17.5 percent. As a result, U.S. harvested area was estimated at
only 7.8 million acres in 2008/09, the lowest in 25 years.

With foreign cotton mill use forecast to decrease significantly more than production, 2008/09 global trade
in raw cotton was also expected to decline from last season as a result of the slowing global economy. World
cotton trade was projected at 35.2 million bales this season, compared with 38.7 million bales in 2007/08. For-
eign shipments were expected to decline 11 percent from 2007/08, while U.S. exports were forecast to de-
crease 5 percent.



World ending stocks for 2008/09 were forecast at 57.4 million bales, 4 million below last season and the low-
est in five seasons. This season’s reduction in stocks was attributable to the production decline, which more
than offset the expected reduction in global cotton mill use. The global stock decline was largely attributable
to the projected reduction in the United States, as nearly offsetting changes were expected elsewhere. U.S.
stocks were forecast to fall 3.8 million bales to 6.2 million, the lowest in three years.

U.S. Cotton Review of the 2007/08 Season

The 2007/08 (August/July) marketing year began with U.S. stocks at approximately 9.5 million bales, 56 per-
cent above 2006/07 and the highest since 1967/68. As a result, competing crop prices during the spring of
2007 were more favorable than those for cotton. Expected harvest-time prices for corn and soybeans were sig-
nificantly above those of a year earlier while prices for cotton were slightly below those of 2006. Early indica-
tions suggested that cotton area would decline by 20 percent in 2007, the sixth and final crop year under the
Farm Security and Rural Investment Act of 2002.

When final 2007 cotton plantings were reported, however, plantings had decreased 29 percent to just over
10.8 million acres, 4.4 million acres below 2006 and the lowest in 18 years. Upland plantings totaled 10.5 mil-
lion acres while extra-long staple (ELS) cotton area accounted for the remainder.

Although area was reduced in each region in 2007, production was higher in the Southwest than a year
earlier as abandonment was dramatically lower there. Beneficial moisture in the Southwest reduced the re-
gion’s abandonment to 4 percent, the lowest since 1981. The Southwest produced an upland crop of nearly 8.6
million bales, the second largest in over eight decades.

In contrast, smaller crops were produced in the other Cotton Belt regions. The Delta and West regions
had normal abandonment in 2007, with production at only 5.3 million and 1.3 million bales, the lowest in 8
years and 60 years, respectively. The Southeast experienced above-average abandonment in 2007, producing a
14-year low crop of about 3.2 million bales.

Overall, the 2007 U.S. cotton abandonment rate fell to one of the lowest on record, 3 percent, compared
with about 17 percent in 2006. As a result, harvested area approached 10.5 million acres, 18 percent below
2006 and the lowest since 1989. The favorable growing conditions across much of the Cotton Belt provided a
record yield in 2007 of 879 pounds per harvested acre, 24 pounds above the previous high established in 2004.
Consequently, U.S. cotton production did not decline as dramatically as area did in 2007. With the crop reach-
ing 19.2 million bales, production fell only 11 percent to its lowest in 4 years.

In 2007/08, total U.S. demand rose to nearly 18.3 million bales, about 2 percent above a year earlier but
the second lowest of the decade. U.S. mill use and exports moved in opposite directions in 2007/08. Cotton
mill use declined further, early 7 percent, to 4.6 million bales, the lowest since 1910/11. Imported textile and
apparel products continued to supply a growing share of the U.S. retail market.

U.S. cotton exports, in contrast, rose to nearly 13.7 million bales in 2007/08, 5 percent above a year ear-
lier. Record foreign cotton mill use and relatively large import needs provided a boost for U.S. exports in
2007/08. World trade was at its second highest at 38.7 million bales. Consequently, the U.S. share of global
trade reached 35.3 percent, slightly above 2006/07 but below the 40-percent average of 2001-2005 marketing
years.

With U.S. cotton production exceeding demand for the fourth consecutive season in 2007/08, ending
stocks increased to 10 million bales, the largest since 1966/67. The stocks-to-use ratio expanded slightly to 55
percent in 2007/08, the highest since 1985/86. However, the average upland price received by farmers rose to
59.3 cents per pound, while the ELS price approached 99 cents per pound.

Supply Outlook for 2008/09

As planting time for the 2008 cotton crop approached, U.S. harvest futures prices for cotton and competing crops

had risen significantly. Despite cotton futures for the December contract averaging over 85 cents per pound in

March 2008, relative net returns still appeared to favor alternative crops like corn and soybeans. This was re-

alized when cotton planting, as reported in the March Prospective Plantings report, were expected to decline
-




13 percent from 2007/08 to nearly 9.4 million acres. Final 2008 cotton plantings were up marginally from the
March estimate to just over 9.4 million acres.

Upland cotton planted acreage this season totaled 9.2 million acres, compared with 10.5 million in 2007
and the smallest since the 1983 season. Area declines were reported in each Cotton Belt region, with the
Southwest acreage only slightly lower in 2008. The Southwest once again planted 5.1 million acres to upland
cotton, the least since 1989. In contrast, the Southeast and Delta each planted 1.9 million acres of cotton in
2008, the lowest in at least 15 years.

Meanwhile, the trend for upland cotton in the West continued its downward trend, as less than 300,000
acres were planted to the crop in 2008, the smallest in 85 years. In addition, the ELS cotton area fell to
175,000 acres, 40 percent below 2007 plantings and the lowest since the 2000 season. Reductions occurred in
each state, but California continued to dominate ELS production.

Although total cotton planted area was down 1.4 million acres from a year earlier, harvested area was
much lower, a 2.7-million-acre decline, as crop conditions were less favorable and abandonment jumped sig-
nificantly. An abandonment rate of 17.6 percent was reported in November, which was the highest in a dec-
ade. Harvested area, estimated at nearly 7.8 million acres, was 26 percent below last season and the smallest
in 25 years.

U. S. Cotton Supply and Use 1/

2007/2008 2008/2009 Projections
ltem 2006/2007 Estimates December
Million acres

Area
Planted 15.27 10.83 9.41
Harvested 12.73 10.49 7.76
Pounds
Yield/harvested acre 814 879 843
Million 480-1b bales
Beginning stocks 2/ 6.07 9.48 10.04
Production 21.59 19.21 13.61
Imports 0.02 0.01 0.01
Total supply 27.68 28.70 23.67
Domestic use 4.94 4.61 4.30
Exports 13.01 13.65 12.25
Total use 17.95 18.26 16.55
Ending stocks 9.48 10.04 7.10
Avg Farm Price 3/ 46.5 59.3 41.0-51.0

1/ Upland and extra-long staple; marketing year beginning August 1.
2/ Based on Bureau of Census data. 3/ Cents per pound for upland cotton.

Source: WAOB, USDA, December 11, 2008.



World Cotton Situation and Outlook

World Cotton Production Contracts amidst Bleak Economic Outlook

World cotton production in 2008/09 is forecast at 112.9 million bales, down 6.4 percent from the previous year
when production was at a near-record. The decline in global production, which is the largest in six years, de-
rives from a drop in major producing countries. Between 2007/08 and 2008/09, production in the United
States, Brazil, Uzbekistan, and China are estimated to decline 29.6 percent, 15.1 percent, 7.3 percent, and 1.4
percent respectively. Among several reasons for the contraction in world cotton production are the relatively
higher prices for grains and oilseeds at planting time and the global shortage of credit arising from the ongoing
financial crisis.

Global cotton area harvested is estimated at 31.3 million hectares, down 5.6 percent from the previous
year. This is the largest decline in four years, with the greatest loss from the United States (1.1 million hec-
tares), China (200,000 hectares), and India (150,000 hectares). As shown in figure 8, world acreage has been
declining since 2005/06, after hitting a record acreage of 35.7 million hectares in 2004/05. In the spring of
2008, global food prices spiked, rendering cotton production less competitive in several producing countries.
Grain and oilseed prices have recently been waning, but because they were still above the level before the
surge, acreage that shifted from cotton to grain production have not all been regained.

In Brazil, like some other major cotton producing countries, the ongoing liquidity crisis has made it diffi-
cult for farmers to acquire credit and to expand cotton area. This situation has been complicated by capital
flight from the country due to investor fears. In 2008/09, Mato Grossol, Brazil’s highest cotton-producing
state, may reduce area by as much as 20 percent from the previous year.

World-cotton yield in 2008/09 was estimated at 784 kilograms per hectare, down 0.76 percent from the
previous year, the second time in a decade that global yield has declined. The most recent time the world ex-
perienced a negative yield growth was in 2004/05, when cotton yield dropped by 1.22 percent from the previ-
ous year’s 740 kilograms per hectare. In the last decade, yields in several major cotton-producing countries
have been rising. Between 1999 and 2008, yields in India, Brazil, the United States, and China grew by 92.0
percent, 53.8 percent, 38.1 percent, and 28.8 percent respectively. Greece was the only major cotton producing
country where yield growth declined, 6.4 percent.

Global beginning cotton stocks were estimated at 61.4 million bales in 2008/09, down 2.3 percent
from the previous year. Ending stocks were projected at 57.4 million bales, a 6.5-percent decrease from last
year and the lowest since 2003/04. The decline in stocks reflected the global decline in production, which has
forced countries to rely on reserves for consumption and export purposes. The stock-to-use ratio, a measure of
the market supply and demand balance, was estimated to fall nearly 2 percentage points in 2008/09.

Although Pakistan, India, the United States, and China all have adopted genetically modified (GM) cot-
tonseed, the positive yield results in India had been remarkable. The use of Bt cottonseed, combined with im-
proved crop management practices and irrigation systems, have boosted yields, where biotech seed was intro-
duced in 2002. The variety had gained both political and industrial support because it offered high yield while
minimizing the expenditure on pesticides. According to the government of India, Bt cotton now accounts for
more than an estimated 70 percent of total cotton acreage in India.




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

2008
Description Nov Nov 28-Nov Dec Dec Dec
14-20 21-27 4-Dec 5-11 12-18 19-25
Adjusted world price 1/ 36.12 34.64 35.95 38.30 35.52 36.17
Coarse count adjustment 0.00 0.00 0.00 0.00 0.00 0.00
Loan Deficiency Payment (LDP) 15.88 17.36 16.05 13.70 16.48 15.83
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.
ICE futures contract settlement, designated spot market average for color 41, leaf 4, staple 34, and
Far Eastern ‘A" Index
Color 41, Leaf 4, Staple 34 Far
Date Futures Settlement 7-Market Eastern
Mar-09 May-09 Jul-09 Oct-09 Dec-09 Mar-10 Average ‘A’ Index 1/
Current
December 12 43.43 4412 45.05 47.70. 49.00 52.10 40.49 55.00
December 15 44.16 44.61 45.56 48.25 49.74 52.84 41.01 54.15
December 16 44.14 44.89 45.90 48.74 50.13 53.23 41.06 54.65
December 17 45.96 46.51 47.66 50.55 52.05 55.15 42.86 54.65
December 18 45.28 45.87 47.00 49.70 51.48 54.64 42.16 56.15
1/ C.F. Far Eastern price furnished by Cotton Outlook of Liverpool.
Upland Spot Price Quotations
Color 41, Leaf 4, Staple 34
Cents per Pound 7-Market
Date Southeast North Delta South Delta East TX/OK West Texas Desert SW SJ Valley Average
December 12 39.93 40.18 40.18 41.00 41.00 39.43 41.68 40.49
December 15 40.66 40.91 40.91 41.00 41.00 40.16 42.41 41.01
December 16 41.14 40.89 40.89 41.00 41.00 40.14 42.39 41.06
December 17 42.96 42.96 42.96 42.50 42.50 41.96 44.21 42.86
December 18 42.28 42.28 42.28 41.75 41.75 41.28 43.53 42.16

Source: USDA, AMS, Cotton and Tobacco Programs, Cotton Market News

U.S. upland cotton export sales and exports, in running bales, for week and year, marketing years 2007-2008 and 2008-2009

Description

Marketing Years

2008-2009

Through December 11, 2008

Outstanding sales

Exports

Total export commitments

New sales

Buy-backs and cancellations

Sales next marketing year

Net sales

2007-2008
Through December 13, 2007
Week Mkt. Year
- 2,685,200
150,200 4,573,400
- 7,258,600
137,400 -
3,700 -
133,700 -
6,100 206,000

Week

178,400
143,500
65,300
78,100
3,100

MKkt. Year
3,086,500
4,419,400
7,505,900

95,700

Net Upland sales of 78,100 running bales were down 29 percent from the previous week and 45 percent from the prior 4-week average. Increases reported for Mexico
(19,100 RB), Morocco (17,300 RB), Bangladesh (14,600 RB), South Korea (12,900 RB), Peru (10,700 RB), and Taiwan (7,300 RB), were partially offset by decreases for
Hong Kong (27,500 RB) and Venezuela (4,500 RB). Net sales of 3,000 RB for delivery in 2009/10 were for South Korea. Exports of 178,400 RB--a marketing-year low--
were down 17 percent from the previous week and 22 percent from the prior 4-week average. The primary destinations were China (69,100 RB), Mexico (23,300 RB),
Vietnam (15,100 RB), Indonesia (12,300 RB), and Turkey (11,700 RB). Net American Pima Sales of 100 RB resulted as increases for China (500 RB), Malaysia (300 RB),
and Indonesia (100 RB), were partially offset by decreases for Japan (800 RB). Exports of 3,400 RB were primarily for Germany (900 RB), Indonesia (800 RB), Japan (700
RB), and China (500 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 41-4 51-5 42-4 31-3 41-4 51-5 42-4 Staple 31-3 41-4 51-5 42-4 21-2 31-3 41-4 51-5
41.28 40.78 38.03 40.28 40.53 39.53 36.28 38.78 33 40.78 39.53 36.03 38.53 40.78 40.03 37.28 35.53
42.78 42.28 38.78 40.78 42.53 42.28 38.03 39.28 34 42.53 42.28 37.78 39.28 43.53 42.78 41.28 36.03
43.78 4278 39.28 40.78 4353 4253 38.53 40.28 35 4353 42.28 38.28 40.03 49.78 48.78 43.03 36.78
43.78 43.03 39.53 41.03 44.03 42.53 38.53 40.53 36 43.78 42.53 38.28 40.03 50.38 49.63 43.88 37.03
EAST TEXAS-OKLAHOMA WEST TEXAS SAN JOAQUIN VALLEY
21-2 31-3 41-4 42-4 21-2 31-3 41-4 42-4 Staple 21-2 31-3 41-4 32-3
39.50 38.50 37.25 37.00 40.00 39.00 36.75 36.25 29
40.25 39.50 38.00 371.75 40.75 39.75 37.50 37.00 30
40.75 40.00 39.25 37.75 41.25 40.50 38.50 37.00 31
41.50 40.75 39.50 38.75 41.25 40.75 38.75 38.00 32
43.50 43.00 41.00 39.50 43.75 43.50 40.00 39.00 33
45.00 43.50 41.75 41.25 45.25 44,50 41.75 40.50 34 51.03 50.28 4353 44.03
45.25 43.75 43.00 41.50 46.00 44.75 42.75 41.25 35 55.03 54.28 47.03 46.53
46.50 44.50 43.50 42.00 46.50 45.75 43.25 42.50 36 57.93 54.33 47.83 46.78
MIKE DIFFERENCES - POINTS PER POUND
SOUTH- NORTH SOUTH E. TX WEST  DESERT SJ
EAST DELTA DELTA OK Mike Ranges TEXAS SW VALLEY AVG.
-875 24 & Below -875 -1200 -983
-825 -1000 -1100 -825 25-26 -825 -1000 -929
-425 -650 -750 -575 27-29 -550 -900 -1250 -729
-275 -325 -325 -300 30-32 -325 -425 -550 -361
-150 -125 -125 -150 33-34 -175 -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 -150 -150 -240 50-52 -240 -275 -450 -244
-300 -275 -275 -375 53 & Above -375 -475 -346
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 21.5-224 -125 -300 -229 -25 0 0 0 80 0 0 0 -4
-300 -200 -175 -100 22.5-234 -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 24.5-254 -100 -100 -100 -121 20 30 30 10 83 0 30 30 21
-25 -25 -25 -50 25.5-26.4 -50 -50 -50 -39 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 50 30.5-32.4 25 50 50 46
50 50 50 50 325 & Above 25 50 50 46
LANDED MILL QUOTATIONS - GROUP 201 MILL POINTS
Cents per pound, even running lots, mike 35-49, strength 23.5 or more grams per tex, net weight, prompt shipment, delivered brokerage included.
Quotations for group 200 mill points are slightly higher and for Alabama, Georgia and east Tennessee mills are slightly lower.
SE GROWTH AREA DELTA GROWTH AREA TX-OK GROWTH AREA SJV GROWTH AREA
31-3 41-4 51-5 42-4 31-3 41-4 51-5 42-4 Staple 31-3 41-4 32-3 42-4 31-3 41-4 51-5
31 NQ NQ NQ NQ
32 NQ NQ NQ NQ
NQ NQ NQ NQ NQ NQ NQ NQ 33 NQ NQ NQ NQ
NQ NQ NQ NQ NQ NQ NQ NQ 34 NQ NQ NQ NQ NQ NQ NQ
NQ NQ NQ NQ NQ NQ NQ NQ 35 NQ NQ NQ
36 NQ NQ NQ

NQ--No quote available
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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
Color Leaf Staple
44 46 48
1 1 122.50 127.50 127.75
2 122.25 127.25 127.75
3 108.25 113.25 113.50 Mike
4 Range Diff.
5 26 & Below -1350
6 27-29 -945
2 1 122.00 127.00 127.75 30-32 -550
2 121.50 126.50 127.25 33-34 -395
3 107.00 112.00 112.25 35 & Above 0
4 89.75 94.75 95.50
5
6
3 1 115.50 120.50 121.25
2 113.50 118.50 119.75 Strength
3 99.00 104.00 106.00 (Grams per Tex)
4 80.75 85.75 86.75 Range Diff
5 75.25 76.25 77.50 35.4 and Below -1050
6 35.5-36.4 -793
4 1 80.50 85.50 86.50 36.5-37.4 -543
2 80.25 85.25 85.75 37.5 and Above 0
3 80.00 85.00 85.00
4 72.50 78.00 78.00
5 68.50 72.75 72.75
6
5 1 Extraneous Matter
2 62.50 69.75 69.75 Level Diff.
3 62.50 69.25 69.75 Prep
4 62.50 63.75 63.75 1 -610
5 62.25 63.50 63.50 2 -895
6 Other
6 1 1 -515
2 51.75 52.00 52.00 2 -835
3 51.75 52.00 52.00
4 51.75 52.00 52.00
5 51.50 51.75 51.75
6 51.00 51.25 51.25

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