
 
MAY 10, 2019 

TRADE WORRIES WEIGH ON MARKETS 

• President Set to Increase Tariffs 

• China Begins to Auction National Reserves 

• USDA Raises U.S. Production, Exports and Ending Stocks 

The markets have been beat down this past week with headlines 

stating U.S. trade negotiations with China may not be going as 

well as perceived earlier. July Futures today closed down 178 

points at 68.45 cents per pound, and December closed down 117 

points at 69.40 cents per pound. 

TARIFFS ON CHINESE GOODS TO INCREASE 

President Trump announced new tariffs on $200 billion worth of 

Chinese goods from 10 percent to 25 percent. One report noted 

the tariff would have a grace period of approximately two weeks 



on the goods that have already been shipped. There is hope that 

something could be settled soon.  Agriculture Secretary Perdue 

in a tweet this morning said USDA will work on a plan to quickly 

assist U.S. farmers.  The report quotes President Trump saying 

“U.S. will boost its purchases of domestic farm products for 

humanitarian aid in an effort to offset lost demand from China.” 

SPOT MARKET SLOWS 

Spot market activity has been slow this past week due to the 

selloff in the markets.  The Seam’s G2B platform sold 2,392 bales 

during the last five trading days combined.  Currently, 128,872 

bales are offered on the G2B. 

POSITIVE EXPORT REPORT 

Export sales in the week ended May 2 were good at a little over 

300,000 bales including Pima.  Shipments were even better, at 

just over 400,000 bales including Pima.  The export news was 

little help to the market as trade talks were the main focus. 

CHINA’S RESERVE SALES UNDERWAY 

China National Reserves began its auction this past week, and 

almost all the cotton that was offered was bought by their 

domestic mills.  Sales have been approximately 50,000 bales per 

day, with a running total around 300,000 bales.  The cotton that 

has been auctioned is old crop, going back to the 2011 crop year, 

and is thought to be lower grades. 

SOUTHWEST CONDITIONS CONTINUE TO IMPROVE 

Planting and growing conditions in the Southwest are in very 

good shape overall and have led USDA to include comments 

regarding an improved abandonment projection going into their 

new crop forecast.  One area of concern is Central Texas to the 

Brazos Bottom area that has received abundant rains and 

planting may not be possible in some parts of the region. 



 

USDA RELEASES MONTHLY ESTIMATES 

USDA today released its World Agricultural Supply and Demand 

Estimates (WASDE) with a first look at new crop estimates.  

Below is an excerpt from today’s report. 

COTTON: Led by higher production, the U.S. cotton forecasts for 2019/20 

includes higher exports and ending stocks. Production is forecast at 22.0 

million bales, based on 13.8 million planted acres as indicated in the NASS 

March Prospective Plantings report. While planted area is expected lower 

in 2019/20, increased precipitation to date in the Southwest suggests 

abandonment will fall from 2018/19’s above-average level and harvested 

area will rise. With harvested area up, production is projected 20 percent 

higher than in 2018/19. Domestic mill use is projected unchanged at 3.1 

million bales, while exports are expected to rise 15 percent to 17.0 million. 

At 6.4 million bales, 2019/20 ending stocks are projected 1.8 million 

higher than the year before, equivalent to 32 percent of use. This would 

be the highest U.S. stocks-to-use ratio since 2008/09. The marketing year 

price received by producers is forecast to average 65 cents per pound, 5 

cents lower than in 2018/19. 

The world 2019/20 cotton projections show a small decline in stocks and 

rebounding production and consumption. With global harvested area for 

cotton projected at its highest in 7 years, and yields rebounding in major 

producing countries, production is expected to rise 7.0 million bales to a 

near-record 125.5 million. U.S. production is expected to rise the most, 

closely followed by India, while lower crops are foreseen for Australia and 

Brazil, and China’s crop is projected unchanged. World consumption is 

expected to rise 2.6 percent to 125.9 million bales, slightly above the 

previous consumption record realized in 2006/07. Projected world trade 

is raised from 2018/19 as import-oriented consumers such as Bangladesh 

and Vietnam are accounting for a larger share of world consumption, and 

China’s imports rise. Global ending stocks are projected down 0.8 million 

this year, to 75.7 million bales, 60 percent of consumption. An even larger 

decline is expected in China’s stocks, and stocks outside of China are 

expected to rebound from their decline in 2018/19 to a new record level. 

 



IN THE WEEK AHEAD: 

• Monday at 3:00 p.m. Central – Crop Progress and Condition 

• Thursday at 7:30 a.m. Central – Export Sales Report 

• Thursday at 2:30 p.m. Central – Cotton-On-Call 

• Friday at 2:30 p.m. Central – Commitment of Traders 


