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 POP the champagne corks once again!  If 70 cent cotton wasn’t cause enough for celebration 
as we rang in the New Year, this week’s market activity, especially mid-week, certainly has been.  It 
finally mustered up enough momentum to break out of its long standing trading range with the March 
contract gaining 230 points on Wednesday to settle at 74.08, it’s highest close in five months. Even 
more impressive was the heavy trading volume seen, which was double that of the previous session.  
This move came as quite a surprise as most watchers had been lulled to sleep with the limited activity 
over the holidays.  Upon closer review, it seems to have been sparked by a combination of fundamental 
and technical factors whose timing created a very bullish scenario.
 On the fundamental side, several large sales were made by U.S. merchants earlier in the week 
which will surely be reflected in another excellent export sales report due out this morning.  The market 
is seeing the strong sales numbers of the past few weeks as just another sign of renewed demand for 
cotton fiber.  At the same time, on the technical side, the hedge fund community was reallocating their 
funds as they do at the beginning of each year to stay within the guidelines of their prospectus. Their 
buying further fanned the flames and when coupled with the triggered buy stops of technical traders 
created the perfect storm to drive this market.
 The question now becomes how much staying power does it have? Working in our favor is 
the ever present squeeze between the spec’s huge long position and the trade’s large short position.  
Several million bales of cotton must be priced by mills over the next few months and the resulting 
trade’s buying of the market is a positive, barring the specs stay true to their large long position.  Given 
this, there is good reason to believe the market could have some additional upside potential.   That said, 
be cautious; we all know how fickle markets can be, and growers and cooperatives with old crop cotton 
yet unpriced should look at this as an excellent pricing opportunity.
 Entering the New Year, the focus shifts to the pricing of new crop cotton, especially with the DEC 
17 contract now trading over 71 cents. Though mirroring the advance in old crop prices, the December 
contract will soon have a life of its own.  Its upside potential is much more difficult to predict since 
planting intentions and conditions both here and abroad over the next few months will have such an 
influence.  It’s very possible U.S cotton acreage could increase by 10 to 15 percent.  If true, current 
market levels in the low 70s might be a good place to begin pricing some new crop.  Though little 
certainty befalls a market, one thing is certain: the basis being offered on cotton continues to narrow.  
The rise in prices, the size and quality of the 2016 crop, and the prospect of increased cotton acres this 
year, are all bearish the basis.  This is found with both old and new crop.  For those considering forward 
pricing 2017 cotton, expect a lower basis and reduced quality premiums when compared to last year. 
Also, merchants are becoming quite creative in their contract terms making it very difficult to compare 
one to another.  Choice Cotton can facilitate these contracts and help you determine which best meets 



your needs.  Also, be mindful that current basis levels can change quickly, as we’ve already seen.  
Those currently being offered most likely will be the best you will see all season so don’t hesitate to act 
if forward pricing is in your plans.    
 Again, we at Choice Cotton would welcome the opportunity to work with you to develop a 
marketing plan and assist you season long in implementing it.  We have a host of alternatives to select 
from, forward contracts, gin direct contracts, a pool, or help in managing recap sells in the fall.  Call our 
office at 334-365-3369 if we can be of assistance.

Until next time,  


