
weekly market report
week ending February 5

Market traders know to expect the unexpected. Following 
a healthy correction the prior week, cotton was expected to 
quietly trade sideways awaiting this week’s USDA’s Supply/
Demand numbers. For the most part, it did until Thursday 
when the lid blew off and March futures traded nearly limit up 
dragging December with it. That day, March gained over three 
cents with new crop December advancing over two. Despite 
some retracement on Friday, March held onto a two-cent gain 
for the week closing at 82.74 while December garnered nearly 
three cents settling above the elusive 80 cent level at 80.64.

In the absence of any significant fundamental news or 
major outside influences, Thursday’s gap up trading was rather 
unexpected. Even though weekly export sales and shipments 
were impressive, they alone wouldn’t have warranted such a 
move. Once again, old and new crop sales (when combined) 
exceeded 300,000 bales with China consuming a third of this 
total. Shipments of over 330,000 bales remain well ahead of its 
seasonally adjusted pace. Shipping orders for 2.4 million bales 
are presently on the books, so look for good export numbers to 
continue.

So, what was the trigger? The best guess is Thursday’s one 
day action was fueled by the Trade covering a portion of their 
unusually large short futures position of just under 14 million 
bales. With first notice day only a couple weeks away, they view 
this as a serious threat. Also lending support was another record 
high for equities, the passage of a $1.9 trillion stimulus package, 
and steps taken to widen the distribution of the Covid vaccine. 
In addition, there is every indication that cotton fundamentals 
are strengthening. The ICAC, an agency made of representatives 
from all cotton producing countries, predicted world production 
will decline by nine percent. Since these decreases are largely in 
consuming countries that depend on domestic production to 
feed mills, world trade is expected to rebound significantly. The 
U.S. could be the beneficiary of this. All eyes will be on Tuesday’s 
USDA numbers for confirmation. It’s all but given that the U.S. 
export estimate will be revised upward. However, with such a 
possibility already in the market, it becomes a question as to if 
expectations will be met. On the supply side, it’s doubtful any 
revision will be made in the U.S. production estimate as it rarely 
ever is in February. However, with approximately 14.2 million 
bales currently classed and only seven states still classing, we 
could possibly fall short of the current estimate of 14.95 million 
bales. Another lowering of ending stocks would provide some 
much-needed price momentum. 

Also, the NCC will reveal the results of their intended planted 
acres survey on Thursday. A decline in cotton acres is expected 
as grain prices remain competitive even with cotton at 80 cents. 
A sizeable reduction in cotton acres could be seen in areas that 
have the infrastructure to easily accommodate this shift.

Where do we go from here? It goes without saying that 
when prices reach these lofty levels, rumblings of 90 cent to one 
dollar cotton can be heard. Don’t fall prey to this hypnotic chant. 
With new crop prices trading above 80 cents, we encourage 
you to price a portion of your 2021 production. Your individual 
risk tolerance should dictate how much. Please note when 
futures exceed 80 cents, the daily trading limit is expanded to 
400 points. With the market subject to gap trading, as seen last 
Thursday, using pre-established sell orders (GTCs) would be 
advisable. Those with old crop cotton still on call-based March, 
take advantage of what we hope is a market bump following 
a favorable USDA report to put 2020 to bed. Most contracts 
require you to either price or roll three business days prior to 
first notice day. With the cost of rolling to May currently around 
120 points, the latter is ill advised.
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march 2021 futures

the week ahead

awp

• AWP = 66.38

February 11, 7:30 a.m. - Export Report

February 12, 3:00 p.m. - COT Report
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december 2021 futures

February 9, 11:00 a.m. - WASDE Report

February 11, 9:00 a.m. - NCC Report
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Managed Funds Net Position vs. ICE Futures Close

Futures Funds Net 4 Year Average Net

Managed funds net position vs. 
ice futures close


