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     Never was the world more ready to ring out the old and 
ring in the new in hopes 2021 would bring a new normal. 
Though still hopeful, chaos reigned the first week, but markets 
handled it surprisingly well. The daily Covid related death 
toll exceeded 4,000 for the first time since the pandemic 
began. However, this was offset by the knowledge vaccines 
are being distributed and a holiday surge was expected. 
Even more tumultuous, better yet disgusting and disgraceful, 
was the threat on our democracy as the hallowed halls of 
government were pillaged by an insurgent mob. Once order 
was restored, the diligent action by Congress to approve the 
Electoral College vote basically assured the markets that an 
administration transition was imminent.
     As we’ve said time and again, markets frown on uncertainty. 
Thus, gaining a hint of clarity, record highs were reached 
in the financial markets and commodities continued their 
rallies. Cotton traded above 80 cents for the first time since 
the pre-tariff, pre-pandemic days of December 2018. Old crop 
prices represented by March futures advanced 165 points on 
the week to close at 79.77. New crop December trailed only 
slightly by picking up 132 points to settle at 76.19. Supportive 
are cotton fundamentals which are much improved. USDA’s 
monthly supply/demand report scheduled for release on 
Tuesday should be reflective. Moreover, given recent events, 
there is a possibility we could see further bullish adjustments. 
Not surprising would be a further reduction in the U.S. crop 
as hurricane damage in the Southeast appears to be worse 
than once thought now that ginning is near complete. On the 
demand side, the U.S. currently has export sales commitments 
of over 11.4 million bales. With 30 weeks remaining in the 
marketing year, USDA’s export estimate of 15 million looks to 
be an easy target barring any cancellations which isn’t likely 
with world economies on the mend. If not this month, at some 
point it’s almost a given this number will be revised upward. 
     Aiding these sales is the ever-declining U.S. dollar. The 
accompanying chart illustrates the inverse relationship 
between the value of the U.S. dollar and cotton prices. As 
the declining dollar enhances our competitiveness in world 
markets, prices rise and vice versa. Look for this devaluing to 
continue as the Biden administration, now unhindered by a 
Democratic controlled Congress, will crank up the Treasury’s 
printing presses. Conscious of this is the spec community, 
adding last week to their net long position which now exceeds 
seven million bales. It’s unlikely their bullish sentiment will 
change anytime soon being not only encouraged by stronger 
fundamentals but viewing their position as an inflation hedge 
as well given our government’s penchant for spending our way 
out of all this.
      What lies ahead? All eyes will be on Tuesday’s report for 
affirmation. Sound demand and prospects for further revival 
post-Covid boosts our bullish sentiment. Furthermore, with 
corn trading at $5 a bushel and soybeans near $12, cotton 
will need to see 80 cents to not take a backseat. We at Choice 
Cotton have a very competitive basis contract for the 2021 
crop for those looking to forward price. We would strongly 
encourage booking a basis whether you’re ready to price now 
or not. This will allow you to pull the trigger when ready. Call us 
334-365-3369 if we can be of assistance!
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the week ahead

January 12, 11:30 a.m. - WASDE Report

awp

• AWP = 65.25

January 14, 7:30 a.m. - Export Report

January 15, 3:00 p.m. - COT Report

u.s. dollar + cotton price comparison


