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        ‘Resilient’ best describes last week’s cotton market. Confronting some 
rather dire economic news, it was able to gain over two and a half cents 
closing the week at 62.66. In addition, it staved off any follow through selling 
after the previous week’s dip into the 50’s. The Commerce Department 
reported the gross domestic product (GDP), which is the value of all goods 
and services produced across our economy, fell by a seasonally adjusted 32.9 
percent, the worst quarterly decline in over 70 years. Also, jobless claims rose 
slightly for the second consecutive week. The number of citizens applying for 
unemployment benefits has topped one million for 19 consecutive weeks. 
Both of these statistics are an indication our economic recovery may take 
longer than once thought. 
        Early in the week, volume was light as most traders were anxiously await-
ing Thursday’s export sales report fearing another round of cancellations. 
Instead, the report proved positive as old and new crop combined for net 
sales of 128,200 bales. This, along with favorable chart movement, sparked 
a triple digit price rally on the day. Shipments for the week were an impres-
sive 320,800 bales with almost one third of this destined for China. Despite 
growing political tensions, China still appears to be honoring their Phase One 
trade agreement. As seen in the chart for the first six months of 2020, they 
have purchased approximately 40 percent of their annual commitment. 
        The USDA had crop conditions improving slightly across the Belt. 
Nonetheless, with the crop reaching its peak demand for water, August and 
September rainfall will determine its fate. That said, drier areas are becoming 
more numerous and the 10-day weather forecast isn’t encouraging. We are 
still trying to get an accurate assessment of the crop damage caused by Hur-
ricane Hanna. Unconfirmed reports say possibly 150 to 200 thousand bales 
could have been lost not to mention fiber quality issues. Though Tropical 
Storm Gonzalo was a dud, Tropical Storm Isaias is strengthening and fast 
approaching the Eastern Seaboard. Cotton in parts of Georgia, Florida, and 
the Carolinas could benefit from the accompanying rains. No doubt this isn’t 
the last hurricane we’ll talk about, and the closer to harvest, the more dire the 
consequences could be.
        As a glass half full kind of guy, ever in search of positives, a few did come 
to light this week, which could provide some market momentum in time. The 
U.S. Dollar continued its steady decline falling to its lowest level since May 
of 2018. History tells us there is an inverse relationship between the Dollar 
and agriculture commodities. As one goes up, the other goes down. So, a 
falling dollar could foster a rise in cotton prices as money managers seek an 
inflation hedge and its weakness increases our competitiveness in the export 
market. In other good news, consumer spending in June increased by a solid 
5.6 percent. Predictions are for this to be even higher next month as another 
round of stimulus payments is scheduled once the House and Senate iron 
out their differences. It’s apparent that the consumer is itching to spend 
money given these newfound resources. Considering that travel and enter-
tainment options remain limited, the hope is consumers will opt for low cost 
discretionary items such as clothing and home textiles. Lest we not forget 
that the holiday season is just around the corner certain to entice shoppers.
        Where do cotton prices go from here? New speculative buying rather 
than mere short covering by the Funds and spec community will be needed 
to push prices to the mid 60’s and beyond. Continued positive news and 
further indication our economy is turning the corner is needed to encourage 
this. Though spikes in the virus are still being experienced and could further 
slow our recovery, one must believe we are one day closer to this nightmare 
being over. Another round of government assistance for both the consumer 
and producers will certainly help bridge the gap. Cotton’s supply chain has, 
for the most part, been purged of old textile apparel and is now simply await-
ing new orders for which the consumer will be the driving source. With firm 
support at 60 cents, we remain cautiously optimistic the market is poised for 
another rally. 
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awp + ldp

• AWP = 47.71
• LDP for Friday, July 31 - Thursday,  Aug. 6 is 429 points
• Current PLC seed cotton payment estimate 6.38¢

 the week ahead

August 3, 3:00 p.m. - Crop Conditions Report
August 6, 7:30 a.m. -
August 7, 3:00 p.m. -

Export Sales Report
COT Report

china's purchase of u.s. goods

SOURCE: PIIE CLICK HERE to read the full article.

U.S. Economy shrinks by Record 32.9%
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