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a driving force in the cotton market
in addition to relative stock levels
and fortunes of the global textile
industry for the remaining months
of 2011 and for the following year. 

• Current commitments for U.S.
cotton offtake stand at 8 million
bales of exports in addition to the
anticipated 3.5 million bales of
domestic usage. Given the out-
look for U.S. production to tag
15.8 million bales and ending
stocks to register nearly 3 million
bales, there remain roughly 4 mil-
lion bales to be marketed — a tall
order given the current level of
U.S. prices relative to the Cotlook
A Index. Without accelerated
imports by China to replenish its
depleted stocks, it may be difficult
to find the export channels to
place these additional bales,
unless global consumption rises
from the U.S. Department of Agri-
culture’s (USDA’s) forecast level
of 114 million bales to the
expected 118 million-bale level.        
According to the monthly cotton

report issued by USDA on October
12, world ending stocks increased to
54.8 million 480-pound bales from
51.9 million bales in the previous
month. USDA also raised its forecast
for total world cotton output to 124.2
million bales from 123.0 million bales
the previous month, and it reduced

total global cotton consumption to
114.4 million bales from 115.2 mil-
lion bales reported last month. The
latest slide below the psychological
dollar mark could be enhanced by an
economic decline in China, given the
current uneasiness in China’s stock
market. However, U.S. cotton futures
appear to be well supported at the
dollar mark, based primarily on Chi-
nese buying in order to rebuild gov-
ernment cotton stocks, which were
depleted in order to stabilize domes-
tic cotton prices after last year’s his-
toric rally.  

U.S. Export Sales 
And Eurozone Austerity

Not only was the market posi-
tively surprised by the U.S. gross
domestic product (GDP) release on
October 27 and the Eurozone’s effort
to contain its debt crisis, but the
weekly export report brought a sig-
nificant lift to the market, overshad-
owing any news out of Asia. U.S.
export sales reached 385,100 bales in
the latest month, beating market
expectations and boosting domestic
futures prices. But the fact remains
that China’s cotton export market is
the only game in town. Without the
Middle Kingdom, sales would have
slumped to another disappointing
number, as new sales outside China
were confined to 31,200 bales against

cancellations of 42,900 bales. This
showing places shipments through
week 12 still as the weakest over the
past 11 marketing years, even though
values are statistically nearing rela-
tively more normal performance lev-
els in comparison. 

The European debt resolution
plan hammered out at the latest
round of summits — now totaling 14
over the last two years — has been
hailed by markets as the cure-all and
has led to a massive rally in all major
currency and commodity markets.

Although this optimism in global
financial markets is likely to be short-
lived, the plan condemns Europe to
austerity but toward certain recession
over the long term, primarily in
southern Europe including Italy,
Greece, Spain and Portugal. Even
though solvency has been saved, it
will be at the expense of real growth.
It is expected that European banks
will be forced to accept a 50-percent
cut on Greek sovereign debt, in addi-
tion to a forced recapitalization at the
behest of the European Banking
Authority. On top of already onerous
austerity programs, this scenario will
lead to even fewer loans from Euro-
pean banks and hamper any real
growth potential for the flagging
peripheral Eurozone economies that
continue to struggle with tough eco-
nomic times.

Cumulative Cotton Export Shipments 1989/90 - 2011/12
(Marketing Year Through MY Week 12 • in thousands of 480-lb bales)
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