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ICE cotton posted significant gains for the week ending Mar 

15, with the May contract gaining 201 points to finish at 
75.50.  The Dec contract gained 102, settling at 74.52.  The 

July – Dec spread remains significantly inverted, which 

continues to suggest merchants will likely offer US cotton 
aggressively. 

Last weekend, our proprietary model (timely prediction 
available in our complete weekly report) called for a 

settlement that was to be near unchanged to higher Vs the 

previous Friday’s finish, which proved to be correct, allowing 

us to post a significant weekly gain. 

Volatile ICE trading action was influenced over the course of 

the week by oscillating perspectives regarding US – China 
trade negotiations.  Mostly supportive export data - 

supported by an increase in mill on-call commitments, 

including a significant increase in sales against the current 
marketing year - helped to support ICE futures on Friday as 
likely did speculative short-covering. 

US export sales were significantly higher for the week 
ending Mar 7 Vs the previous sales period while shipments 

were lower at approximately 200K and 307K running bales, 

respectively.  Sales were well ahead of the average weekly 



pace required to match the USDA’s export projection while 

shipments continued to fall short of the pace requirement.  
Sales cancelations were modest at around 23K RBs, with 
China a modest net buyer over the period. 

The increase in CFTC mill on-call commitments lend 
credence to rumors of increasing demand for US cotton. 

Domestically, showers are expected across most of The Belt, 

including W TX, OK and KS over the coming week. The Mid-
south is expected to see mostly clear skies, which will be 

welcome, and will allow already delayed fieldwork to occur.  

As we noted last week, showers across W TX would likely not 
be supportive for cotton futures while further precipitation 

across the Mid-south and the southeastern states will likely 

be negative for cotton futures via the potential shifting of 
planned corn acreage to cotton. 

For the week ending Mar 12, the trade slightly increased its 

aggregate net short position to approximately 5.3M bales.  
Managed money firms increased their aggregate net short 

position to approximately 1.8M bales.  The spec net short 
position could continue to provide fuel for market spikes. 

The most pertinent international news for cotton on the 

week involved China; rumors of an impending deal were cast 

aside post an announcement that a meeting between Trump 
and Xi would likely not occur later this month (as expected) 

and would perhaps be postponed until late April.  The largest 

sticking point in negotiations reportedly involves the manner 
which the US would be allowed to monitor China’s 

compliance to terms of any potential agreement.  However, 

news services in China reported on Friday that a deal 
seemed close at hand while also announcing new legislation 

that would ease legal burdens on US companies wishing to 
do business in China. 



For all that, China has agreed to invest $300M in cotton 

processing in Tajikistan in an extension of their recent 
efforts to insert themselves into the cotton industries within 

the African Franc Zone as well as in those based in such 
notorious world actors as Syria and Sudan. 

The US is currently the largest customer of China’s wares 

(including textile value-added items) and this adds insult to 

injury.  If we owned a company that produced widgets and 
our largest (and best) customer sold input materials for use 

in the manufacturing of widgets (especially if we were 

incapable of meeting our raw material requirements) we 
would feel obliged to purchase as much of any such goods as 

we could from our best patron.  However, such is not the 

Central Kingdom’s philosophy.  To them, rather, the US is a 

sheep to be fleeced.  China has continued to pursue its 
predatory practices because the US has (until the current 

trade war) not imposed significant consequences for such 
practices; at times it seems that we have encouraged them. 

If the US is the world’s constable and Russia is its bully, 

then China is its premier economic narcissist/sociopath.  In 
Chinese philosophy, the hen-shaped nation fancies itself the 

epicenter of the universe.  It is not deemed (and 

sardonically referred to by many in the international 
community) the “Central Kingdom” without reason. 

The US trade deficit with China is shameful.  And, yes, we 

are aware of an analogy bandied about by economists in 
opposition to the current trade war in which every US 

household has a trade deficit with its local grocer.  As its 

primary goal, the analogy relates to the American public that 

a trade deficit is not necessarily bad so long as the receipt of 

goods is proportional to the deficit incurred.  This is basically 

true at a micro level, but at a macro level, where it is 

applied across the spectrum of the talents, abilities, skills 
and education of the American public, who must individually 



either contribute to the US economy or be a drain upon it, 
this analogy begins to leak. 

It is quite unfortunate that the US producer must bear the 

brunt of the ill winds of the current trade war, and we 

implore producer and marketing organizations to continue to 
lobby for subsidization of lost farm income from proceeds 

realized from the enhanced tariff structure with China.  And 

while we certainly hope that a cease fire is on the horizon, it 
is our opinion that any trade accord must contain provisions 

for the US (and China, as well) to monitor compliance to 
terms. 

China has been a less than an honorable trading partner, to 

say the least, and its theft of US intellectual property must 

cease.  If not, China’s exploitative trade strategy will likely 
ultimately visit a worse economic burden on US farmers than 
they are currently experiencing. 

In other trade related news, President Trump has vowed to 
increase tariffs on goods imported from the EU if leaders of 

the economic union do not include purchases of US 
agricultural products in negotiating a potential trade deal. 

With all of that said, US producers still hold a sizeable 

quantity of 2018 crop cotton, and this past week saw a flurry 

of activity as the May contract moved above 75. We’re 
tempted to take personal credit for producer sales at and 

above this level per our advice, but the fact is that nearly 

every published marketing guru has advised sales on rallies 
to or above 75 cents, and at least one major merchant was 
offering a more attractive basis than in weeks past. 

By week’s end, the spot basis was all over the place, with 
merchants varying their basis substantially amid new 
concerns over evidence in quality. 



While there is an excellent argument to be made for old crop 

to move to the 78.00 cent level, we’re hard pressed to 
recommend producers holding cotton to wait for such levels 

to materialize. Call options remain the best way to take 

home a few extra cents while taking home the best spot 
prices in several weeks. 

Our advice on new crop remains consistent. Price 25-35% of 

expected yield on any move in the Dec contract above 75 
cents.  While there are notable weather problems that could 

shrink intended acres, we are also seeing large purchases of 

Brazilian new crop by the Chinese, and that doesn’t bode 
well for forward contracting prices for US producers. 

For next week, the standard weekly technical analysis for 

the May contract is turning positive, but is currently 
effectively neutral, with money flow turning negative.  

Traders will continue to closely monitor weekly US export 

data and news regarding US – China trade talks, while also 
turning more attention to the release of the annual USDA 

planting intentions report (and private projections 
forerunning the report) scheduled for release on May 29. 

 

Have a great week! 
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