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Prices Uncertain But Find Support—
Many Factors Impacting Prices

Crop Condition. The 2012 cotton crop (growth and
development) is ahead of schedule and has been from the
beginning of planting. The crop appears to be about a week
ahead of normal.

This means, on average, there is probably a little less time
available from here on out for rain to help the crop. It may
also mean that boll opening and then harvest will also be
ahead of schedule and, in that instance, too much rain is not
wanted at that point.

The overall condition of the crop has slowly and steadily
deteriorated throughout the season. The “crop condition
index” for the most recent week available is 3.30 compared
to 3.67 at the end of May. This is still considerably better
than where we were last season, however.

For last week ended July 8, 24% of the Texas crop was
rated poor or very poor. Missouri was rated 42% poor or
very poor and Tennessee 22%. Among Southeast states,
Georgia is mostly (81%) fair to good, North Carolina 83%,
South Carolina 90%, and Virginia 99%. Alabama is 75%
fair to good but also 24% poor to very poor.

The US Drought Monitor continues to show most of Texas
in severe to extreme drought. Almost the entire state of
Arkansas is in extreme drought with severe drought
stretching into west Tennessee. The DM also shows
portions of Georgia, Alabama, and South Carolina with
severe to exceptional drought.

Despite the DM status, the Georgia crop for the most part is
doing very well due to timely rainfall. The DM reflects a
long-term moisture situation. In the short-term, crop
conditions can more closely depend on more recent
precipitation. Rainfall of .5 to 1.5 inches has been received
over much of the Cotton Belt with heavier amounts into the
Carolinas and across the Mid-South. Amounts across the
Texas High Plains have been generally less. More has been
received mainly north and east of Corpus Christi.

Depending on the amount of rainfall received and the
growth stage and condition of the crop at the time, rainfall
could be helpful or too late. Based on rainfall this week,
crop conditions may show slight improvement.

2012 Cotton Weekly Progress and Compared to Average
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CONUS + Puerto Rico: Current 7-Day Observed Precipitation
Valid at 7/13/2012 1200 UTC- Created 7/13/12 15:38 UTC
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US and World S/D Numbers. USDA released their July US and World production, supply, and demand estimates this week.
The numbers, in my opinion, were somewhat bullish and supportive..... but in the short-run, the market doesn’t always pay
attention to economics (or just economic fundamentals).

Next month’s August report will be the first actual survey-based estimate of 2012 harvest acres and yield. Expectation
seems to be that the US crop may get a little smaller than the current 17 million bale estimate. Whether this will provide
additional spark to the market remains to be seen. If there continues to be US and global economic concerns and demand
uncertainty, shorter supplies become less of a concern.

Bullish/supportive news in the July report included a 200K bale increase in expected 2012 crop year US exports, expected
2012 foreign production was cut 1.5 million bales (accounted for almost entirely but cuts in India and Pakistan), and World
2012-13 expected ending stocks reduced by just over 2 million bales. On the bearish/negative side, World demand was
trimmed slightly but essentially unchanged from the June estimate (reduced 500K bales for China) and as a result Chinese
ending stocks raised by the same amount. In short, the numbers are “supportive”, but only marginally so and can easily be
impacted by any number of positive and negative factors as we move forward from here.
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needs to be planted? Improved demand and beginning to
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