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 After months of failed attempts, the market finally broke out of its narrow trading range last week. 
To the pleasure of most, it was a break to the high side. The December contract gained almost 5 cents 
to close Friday at 73.40, closely followed by the March contract which picked up over 3 cents to settle at 
72.32. These are price levels not seen since early August.  In addition, the December – March spread 
began the week with some 60 points of carry to wind up inverted by over 100 points. This provided both 
producers and cooperatives alike with another excellent pricing opportunity or the option to roll cotton 
at even or better.  

 Several have asked what prompted this week’s flurry of activity.  My first response is don’t ask, 
why simply say thank you; it’s quite unusual at this time of year, especially staring at excellent crop in 
the face.  Looking at it closer, however, improvements on both the fundamental and technical side of 
things created a perfect storm which provided needed momentum.  In past attempts, price advances 
were halted and driven back by heavy producer selling. Conversely, the mills with on call purchases of 
over 8.5 million bales patiently waited to fix assured prices would retreat. This week, however, they’ve 
been forced to price more aggressively as 1.3 million bales of this was based December. Their pricing 
and the subsequent buying of futures by merchants gave cover to any producer fixations.  

 In other favorable news, the International Cotton Advisory Committee estimated Chinese cotton 
stocks would decline 15 percent by the end of this marketing year due in large part to the successful 
government auction which is scheduled to begin again in March of 2017.  This is the lowest their 
stocks have been in five years.  They also estimated leading cotton importers, Bangladesh, China and 
Vietnam, would increase their imports ten to twenty percent.  All of which are a good indication global 
demand is strengthening.  Thursday‘s export sales report further reflected this as 221,000 bales of total 
sales continuing to exceed the pace necessary to meet the US export estimate of 11 million.   With a 
U.S. crop poised to top 16.5 million bales this growing demand for cotton is critical to support current 
prices. On the technical side, specs further added to their already large long position as the week’s 
trading activity triggered buy signals within the charts.  Lest we not forget, their monies and current love 
for cotton is a major driving force behind this market.  Even though they could still provide some short 
term momentum, a wary eye must be kept on them as they are getting stretched pretty thin.  
 As I said earlier, whatever may have prompted last week’s rally, I hope those who needed took 
advantage, for going forward one would expect the upside to be limited. As the December contract 
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expires, look for the market to settle down a bit.  One, the specs will be of little help on the buy side 
as they are out of ammo.   Secondly, with merchants holding long positions on a significant volume of 
cotton they desperately need carry in this market.  It is felt they will force this by certificating cotton thus 
stifling prices, for the short term at least.
 One last thing, the December 2017 futures contract closed Friday at 72.32.  With new crop 
prices back in the 70’s, I would strongly urge growers to begin planning for next year.  We have several 
forward contracts currently available.  I encourage you to call our office (334-365-3369) and allow us to 
review these contract terms with you, as well as discuss other marketing options and services we can 
provide.     

Until next time!


