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Contract Month    Prev. Week Close  July 8th Close
Dec. 15    .6739    .6530

Current LDP   0.00 

 After weathering last week’s rather mixed bag of fundamental news, cotton futures have taken 
it on the chin in early trading this week losing over 200 points in three trading sessions.  Much of last 
week’s support was led by fund buying increasing their long positions to the equivalent of 5 million 
bales.  Currently, they’ve maintained this position with the recent selloff attributed mostly to new crop 
sales. Beware, however, absent a breakout the technical charts are bordering on triggering various 
sell indicators which could encourage these funds to liquidate.  Even so, it appears 64 to 65 cents has 
become the new, rather firm, support level for the December futures contract.

Cotton fundamentals, especially on the supply side, are still very supportive of this market.  U.S. 
production will decline from last year as a result of the 18 percent reduction in planted acres for 2015. 
Given the excellent start to the growing season, some question this.  Nevertheless, much can and will 
happen over the course of the next few months upon which the market will watch carefully. It is our 
belief that production will be down approximately 400,000 bales.  In addition, one has to believe the 
USDA will finally succumb to adjusting their export sales estimate of 10.7 million bales, most likely in 
their WASDE report due out tomorrow (July 10). On track to well exceed this figure, expectations are 
they will conservatively increase their estimate to 11.1 million bales. 

 When coupled together, we could see beginning US stocks after this year decline to levels not 
seen since 2009, significantly below 4 million bales. The world outlook is quite similar.  As a result of 
China’s reduction in planted acres and the below normal monsoon rains potentially lowering Indian 
production, world ending stocks could easily decline by 5 million bales.  A 105 million-bale carryover 
versus the previous 110 million doesn’t seem like a lot in the big scheme of things, but definitely moves 
us in the right direction.  Declines in domestic and world production will provide the best stimulus for 
higher prices. Lest we not forget in this tightening of cotton stocks that quality cotton becomes scarcer, 
further benefitting the providers of it such as the U.S. 
 Unfortunately, the demand side of the cotton equation poses a much greater concern. A 
troublesome global economic environment is creating uncertainty, which markets frown upon. As Euro 
countries, Greece, and the IMF all draw lines in the sand, financial markets are watching intently.  
Whatever the final outcome may be, at home it has certainly strengthened the dollar at the expense of 
export sales of all US commodities. Though the events in Greece are stealing the headlines, China’s 
stock market woes are much more worrisome.  The Shanghai index and Shenzhen index, trading 
exchanges used by Chinese investors like you and I, are down 30 percent and 39 percent, respectively 
since June 12th.  To put this in perspective, if our own Dow index were to decline as much as the 
Shenzhen index it would fall to 11,225 from Monday’s close of 17,683. You can imagine the effect this 
will have on the Chinese economy, reminiscent of our 1929 crash and the dot.com bust of 2000.  The 
economic impact of these stock losses is very real, certain to impede 
their demand for commodities, most especially cotton. 

Until next time,
 


