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This is the first issue of The Tobacco Situation, one

of a new series of cormrmodity situation renorts insugurated by

the Bureau of Agricultural Fcoromics. The Tobacco Situation,

tentatively scheduled for release in January, March, July and

Sentember, will provide current informeotion on changes in the

factors which affect the demand for and the surnly and »rices

of tobacco. Cormments, criticisms, and suggestions on the present

form of this remort are welcome.

Surmar

The tobatco situstion in 1935-37, as contrasted with 1935-35, is
characterized by reduced supnlies, an increasing rate of consummtion of many
tobacco products, somevhat lower exports during the first few months of the
marketing season, and nigher prices to growers. The higher nrices reflect
both reduced sunmndliss and increased demsnd., The increased demand for tobacco
wroducts, as evidenced by increased consumption without a reduction in retail
prices, is the result of increased consumer Uurcha51ng power and the addition

‘of new consuners of tobacco products. he most marked increase in domestic

-consunwtlon has taken place in cigarettes.

i The effects of the increased demand on nrices peid for the two wmost

lmﬂortant types of cigarette tobacco have been considerably different, In

1

ithe case of flue-cured, drices have been only slishtly higher thaﬂ Those of
A ey

last year, the increase in domestic conswaption being largely Offﬁe%'bYua

relatively large suonly end e slishtly lover foreign demand.  /On the other:
) a ' A P

e \
hand, there has been a marked increase in the vrice of Burley; since supplies:

v

\ . T

hwve been materia ally reduced and foreign demand is of rela tlvelv;slight im:-ﬁf

iy T

portance,
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Stocks at the beginning of the 1937-38 marketing year will
probably be further reduced, since consumption during 1936—37 will exceed
production for most types. The higher prices being paid to farmers for

their tobacco, however, will probably stimulate increased plantings, although

i

the effect of possible interastate compacts for control of acreage and
production can not as yet be foreseen.

Flue cured Tynes 11- 14

The supply of flue-cured tobacco for the 1936-37 season is practically
the same as the 1935—36 supply. Stocks in the hands of dealers and manu-
facturers on July 1, 1936, amounted to a farm-sales weight equivalent of
871,000,000 pounds compared with 753,000,000 pounds the previous year. The
inecrease in stocks was largely offset, however, by a decrease in production
from 811,000,000 pounds in 1935 to 695,000,000 pounds. Consequently, the
supply of 1,566,379,000 pounds is only 2,616,000 pounds larger than the
1935-36 supply. . . - .

. o

Total dlsappearance (domestlﬂ consumption plus exports) of flue-cured
tobacco usually increases in years when the supply increases, and decreases
when the supply is smaller. With this year's supply being practically the
same as that of last year, it is unlikely that disappearance will greatly
exceed the 1935-36 disappearance of 692,500,000 pounds. Increased domestic

consumption may be at least partly offset by lower exports.

The chief domestic use for flue-cured tobacco is in the manufacture
of cigarettes, the consuwmption of which reached a record high of around
150,000,000,000 during 1936. Tax-paid withdrawals during the first
11 months of 1936 were 12.1 percent above withdrawals during the same period
in 1935. The increase has been even more marked in recent months, the
July-lHovember withdrawals for 1936 being 13.l percent abcve those of last year.
The wholesale price of the popular cigarette brands was recently raised from
$6.10 to $6.25 per thousand. Although this will probably result in higher
retail prices in many localities, the growth in consumption is likely to
continue.

Some flue-cured tobacco is also used in the manufacture of smoking and
plug chew1ng tobacco, the consumption of which has not changed significantly.
Pre&ud%1¢ny?f smoking tobacco during the first 10 months of 1936 was less

Phan’ one—har@/of 1 percent greater than during the first 10 months of 1935;
" productlon of ’ plug chewing tobacco for the same period declined by 3.2 percent.

!

{



Ts-1 ' -3-

Total exports of flue-gured tobacco from the United States during the
S-month period, July - November 1936, were 173,915,000 pounds, 3.8 percent
less than for the same period in 1935. Increases in exports to China angd
other countries were not sufficient to offset a 15.9 percent decrease in
exports to the United Kingdom, the most important foreign market for United
States flue-cured tobacco. BExports to the United Kingdom reached a record
high level in 1935-36 because of depleted stocks in that country and it is
probable that exports during 1936-37 will be more in line with the current
rate of consumption:in the United Kingdom.

With approximately 94 percent of the crop already marketed by the end
of December, the average price.for flue-cured tobacco was 22.2 cents per
pound. compared with a season's average of 20 cents in 1935. Although that
part of the crop still to be marketed will probably bring lower prices
because of lower quality, the season's average will not be materially below
the average to date.

Higher prices for the 1936 crop as compared with those for 1935 will
probably stimulate increased plantings this year. onthly prices, by types,
are given below for this and the 2 previous marketing years.

Flue-cured tobacco: Price per pound received for warehouse sales
in Georgla, North Carolina, South Carolina, and Virginia,
by types and months, 1934-35 to 1936-37

Type and year : Aug. : Sept. : Oct. : Nov. : Dec. : Jan. : Feb.

-
.

:Cents _ Cents_ Cents  Cents Cents Cents Cents

Type 11 - ;
1934-35 tievens: 25.2 27.8 32.3 28.1 18.7 16.0 9.0
1935-36 .......: 19.7 18,1 22.0 21.3 17.4  1h.h 9.5
1936-37 veevnne:  —== - 24.8 23.5 23.3 19.4

Type 12 - :
1934-35 eoivien: 2642 27,0 35.0 28.1 .l
1935-36 vvu.n.- ¢ 19.2  18.9 23.8 20.3 15.5
1936-37 voeinnn: 21.5 29 21.9 12.6

Type 13 - .

1934-35 voovuvnr 2401 21.0 19.0
1935-36 weu.v..: 2107 17.9 16.4
1936-37 vvuriew: 23.2 21,1 14.5

Type 1].]. - H .

1934-35 vveevea: 18.7

193536 veev.a.: 1849

1936-37 veeveo.: 21,0
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Burley, Type 31

With the 1936 production of 217,000,00C pounds the smallest since 1927,
and stocks of 681,000,000 pounds the swmallest since 1931, the total supply of
Burley tobacco this year is 893,000,000 pounds. This is a decrease of
more than 93,000,000 pounds from last year's supply, and the third successive
year in which supplies have decreased. On thc other hand, disappearance has
increased every year for the last 4 years and will undoubtedly show another
increase in 1936-37.

The domestic use of Burley is in cigarettes and in smoking and chewing
tobacco. Expoerts during the first part of the present marketing season have
been above those of last year, but foreign demand for Burley constitutes a
relatively small part of the total demand. There has been no significant
change in the ¢onsumption of smoking or chewing tobacco in recent years, the
increased use of Burley being due to expanded cigarette consumption. From
1929 to 1939, cigarette consumption increased on the average by 7,500,000,000
per year. It fell off in 1931 and 1932, but has again been on the up-grade
in the last ) years, with an average annual increase of about 11,700,000,000.

If the upward trend in Burley consumption continued at the present
rate, the stocks on hand on October 1, 1936, would be exhausted in
a little over 2 years. Since tobacco is usually stored for 2 years or mnore
before it is used in the manufactur, of cigarettes, the 1936 crop of Burley
would be the only crop aged sufficiently to fulfill this requirement by
the end of 1938 when present stocks would be largely exhausted. The 1937
crop, which may be large, will still be new crop tobacco and hardly suitable
for use in 1938. The 1936 crop is small comparcd with pres¢nt consumption,

and when considered relative to the probable future demand it appears even
smaller.

As a result of this situation, unusually high prices have been pald for
Burley this season. The Kentucky warehouse sales report, giving total sales
in that State from the opening of the markets on December 7 and 8 to the end
of the month, re;orts an average price of 0.7 cents per pound pald to growers
of Burley tobacco., The average price for the 1935 crop was 19.1 cents.

Although prices were well maintained during the first week in January,
with new high levels being attained on many markets, they have since decliined
rapidly. Prices for good cigarctte grades have shown the least declines,
however, and it is probable that the séason average price will be between
35 and 4O cents per pound, which would be a record high. ' The high prices
being paid will praobably resuit in increased plantings this year.,

Burley tobacco: Price per pound reccived for warehouse sales in
Kentucky, by months, 1934-35 and 1936-37

Year : Dec. : Jan, : Feb.‘ : Mar.
S 7 igemts | Gents  Gemts  Gemts
193/4—"'35 ""“t'-t: 18-5 1701.‘. 12-9 ]—3-2{-

1935-36 ccveneennt 20,2 18.3 12.4 7.2

1936‘-37 c'otq-o--:i L‘.O.?
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Burley tobacco: Aversge price per pound received at specified
markets in Kentucky, season 1930-35 and 1936 to

January 9
: 1936 @ Season's average 1/
Market . to . ¢ . . . . .
1 Jan. 9 : 1935 ¢ 1934 -« 1933 ¢ 1932 v 1931 . 1930
“: Cents - Cents Cents Cents. cents Cents Cents

Lexington «....: 45.49 19.78 18.56 12,31 13.37 1C.34 16.96

Shelbyville +..: 39,27 18.86 16.81 10.17 11.18 7e33 14.32
Maysville eesee: 32,77 16.34 16.57 9.98 12,33 8.83 15.22
Carrollton «...: 35.65 19.90 16,01 8.64 11.63 8426 12.28
Cynthisna ee..ot 46,19 18.70 19.12 10.11 11.68 8.91 16.18
Danville wesoo.: 41,71 19.25 17.01 10.97 11.85 8.45 16,73
Harrodsburg «..: 43.29 18.59 18.16 10.97 12,25 7499 15.78
Mt. Sterling ..: 40.55 18.41 17.96 9.97 13.26 9.13 16.45
Paris eeeveu.., 46,27 20.50 20,17 12.10 14,13 10.41 17.44
Richmond ee....: 42.52 18.65 17.51 10.50 13.84 9,21 16.46

.

Season's average 1930-35, compiled from report of R. M. Barker Tobacco Company,
Carrollton, Ky.; 1936, compiled from Tobacco, Vol. CIV, No. 2.

l/ Marketing season usually begins in early December,

Maryland, Type 32

Production of Maryland tobacco for 1936 is estimated at 29,600,000
pounds, the largest on record. Although stocks figures are not yet available
f?r January 1, the beginning of the marketing year, it is probable that they
will not differ greatly from last vear!'s stocks of 38,600,000 pounds. Total
Suppéy may be a little larger than last year's record supply of 66,500,000
pounds. -

Domestic consumption of Maryland tobacco has been increasing steadily
as a result of the expansion in the output of cigarettes. Some use of this
type of tobacco in short filler cigars also has been reported recently.

Although exports during the first 11 months of 1936 were 28.8 percent
above 1935 exports for the same months, they were still far below exports of
pre~depression years.

In view of the large supply end low foreign demand, the price owtlook
for Maryland tobacco is rather uncertain, depending upon the extent of
increase in domestic demand. In view of the strength in tobacco prices in
general, it seems probable that prices will be maintained. TFor the past 4
years, average prices of Maryland tobacco have been markedly steady, showing
only a slight upward tendency.
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Maryland tobacco: Price per pound received for warehouse sales,
by months, 1935-35 1/

Year fJan. ‘Feb. iMar. prr. EMay fJune 3July fAug. fSept.fOct. fNov.'fDec.

:Cents Cents Cents Cents Cents Cents Cents Cents Cents Cents Cents Cents

1935

10.8 12.8 17.5 18.2 20.4 23.1 23.7 22.5 16.6 16.4 12.9 7.9
1936 6.1

11.3 7.9 5.9 10.6 16.4 18.6 25.2 22,9 =20.7 12.8 10.2 .

ee *e <o ase

l/ Marketing season begins January 1 of the year following production.

Fire-cured, Types 21 - 24

Total production of fire-cured tobacco this year is estimated at
104,200,000 pounds. This is the smallest in many years. Although stocks
this year ore smaller than last year, they are still large relative to con-
sumption.

Exports have continued to decline, October and November of 1936 showing
a 36 percent decrease compared with 1935. Although snuff consumption, the
chief domestic outlet for fire-cured tobaccos, has been increasing from the
low level of 1935 (July-November withdrawals were 9.5 percent larger in 1936
than in 1935), the principal increase in domestic consumption has resulted
from the byproducts-diversion program of the Agricultural Adjustment Adminis-
tration.

Prices on the opening markets this yeor have been somewhat higher than
last year.

Fire-cured tobacco: Prices per pound received for warehouse
sales of Type 21 in Virginioc and Types 22, 23, and 24 in
Kentucky, by months, 1934-35 to 1936-37

Type and yesr | Nov. | Dec. | Jan.  Feb. | Mar. . Apr.
: Cents Cents Cents Cents Cents Cents
Type 21— :
1934-35 ¢ 14,1 12.0 12.8 11.6 8.8
1935-36 ¢ 11.1 10.5 11.0 9.8 9.2
1936-37 v 11,3 11.5
Type 22— :
193435 : 9.2 9.1 75 5.8
193536 : 8.7 7.8 8.1 7.4
1936-37 :
Type 23— :
1934-35 : 8.2 8.1 5.8 4.9
193536 : 6.1 6.7 6.7
1936--37 :
Type 24~ :
193435 : 8.6 7.8 7.0 5.1
193536 : 6.3 6.3 6.4 5.7
1936-37 : 1/

;/ December scles were smgll and ore to be included with January sales.
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Dark Air-cured, Tyves 35 - 37

The 1936 supply of all dark alr-cvred types is 13 percent less than
last year's supply and the lowest in many years, the greatest reductlons
being in the supplies of One Sucker and Green River, types 35 and 36. The
low supplies have resulted partly from drought-reduced production and partly
from lower stocks.

Although disappearance of these types of tobacco has been on a
declining basis for many years, production during recent years has been less
than disappearance. The production of chewing tobacco, the chief domestic
outlet for these tobaccos, increased less than 1 percent in the first 10
months of 1936 over the same period in 1935,

Fxports during the first part of the present marketing yeer have been
lower, although exports of black fat, of which the larger part is One Sucker
and Green River, have incressed.

With disappearance this year probably remaining about the same as last
year, and both production and stocks materially reduced, higher prices were
to be expected this year compared with last year. The December price of One
Sucker, type 35, averaged 19.4 cents showing a marked increase over the price
of 6.8 cents for the same month in 1935, The December price of Virginia
Sun~cured, type 37, was 12.5 cents, 3 cents higher than last year.

Dark air-cured tobacco: Price per pound received for warehouse sales
of Types 35 and 36 in Xentucky and Type 37 in Virginia, by months,
1934-35 to 1936-37

Type and year . Dec. f Jan. f Feb. f Mar. f Apr.
¢ Cents Cents Cents Certbs Cents
Type 35— :
1934-35 t 7.3 7.5 6.1 4,7 2.2
19556-56 : 6.8 9.1 8.6 3.8
1936~ 57 : 19.4
Type 36— :
1934..25 : 8.1 9.0 Tel 563
192808 : 7.2 7.7 74 6."
1935-37 1/
Type 37- :
193%-?5 : 9.3 9.8 9.9 10.0
193576 : 9.5 11.2 11.7 11.1
1936-3" v 12.5

l/ December sales were small and are to be included with January sales.
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Cigar Tobacco

The outlook for most cirar types convinues favorable. Althoush the
nroduction of 96,000,000 —»ounds is 9 percent larger then last

year's nro—
duction, the total sudnly is smaller due to reduced stocks.

Consurmtion has been greater than production in the past 3 years, and
the same will undoubtedly be true in 1935-37. Cigar withdrawals increased
8.7 mercent éuring the first 11 ronths of 1936. The nroduction of scrap
chewing tobacco for the first 10 months, however, increased only 1.6 percent.
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Production, stocks, su~ly, =and wrice of tcohacco in the
United States, oy btyoes, 1935 and 1938
! Production =StOCkS,1QCt'1 : Suply ‘Frice
Ty«—)es : — h : ' H \Jhﬁﬂ e
- . . " s . o) R . 74~
$1935 ¢ 1936 ! 1035 t 1936 ¢ 1935 : 1936 :193 oggﬂn 1935
' : . : N . . 75D .

(Million Million Million Million Millicn Million
¢ pounds pounds vounds ounds Hounds voundsg rfercernt Cents

Flue-cured,11-14 ......: 811.2 095.1 752,06 871,3 1563,8 1366.% =+ .2 20.0
Vo. fire-cured,2l .....: 20.4 19,1 30.8 29.9 51.2 49,0 - 4,3 10,2
Xy.& Tenn.fire~cured,22: 68.9 52.1 148.6 134,7 217,8 193.8 ~10.9 2.0
Ky.& Tenn,fire-cured,23: 25.8 23.8 40,5 38,4 6.3 62.2 - 6.2 7.4
Henderson fire-cured,24: 3.0 2.2 4.0 3.5 7.0 5.7 -18.6 6.4
Burley, 31 ..vvvnnn... : 220.9 216.8 759.9 681l.2 990,89 898,0 - 2.4 19,1
Haryland, 32 ..., .. ... t o 27.9 29.6 38.5 2/ 38.5 66.5 2/ 64.5 -~ 2.9 18.5
One Sucker, & ........: 13.0 11.6 3247 28.8 45,7 40,4 -11,5 8.2
Green River, 36 ...... .+ 15,2 11.2 3%, 3 30,7 £9,5 41,9 -15.4 7.3
Va, sun-cured, 37 .....: 2,8 2.6 2.7 2.7 5.5 5.3 -~ 3.3 11.0
Pa. seed leaf, 41 ,....: 28.2 32,2 99.9 102.1 128,1 124, 3 + 4.8 12,0
#iari Valley, 42-44 .,.: 17,4  13.2 55,8 60,2  83.2 73.4 -11.8 7.5
Ga.& Fla. sun~-grown, 45: 1.2 .8 2.7 2.2 3.9 3.0 -231 135
Conn,Val,Broadleaf, 51.: 10.7  13.1 35,5  34.1  46.2  47.2 + 2.2 17.6
Conn. Val.Havana seed,52: 8,7 8,0 30,8 26.1 37,5 34,1 ~ 9.1  16.9
N,Y.& Pa.Havana seed,53: .7 1.1 2,0 2.0 2.7 3.1 +14,8  11.2
S. Wisconsin, 54 ......: 8,4 10,4 73,6 6l,4 82,0 71.8 -12.4 7.3
N. Wisconsin, 55 ......: 6.9 7.9 41,5 23,1 48,4 41,0 -15.3 7.2
Conn.Val.shade—grown,Gl: 5.7 6.8 8.7 6.8 14,4 13.6 - 5.0 72.0
Ga.& Fla.shade-rrown,62: 2.1 2.6 4,7 4.2 6.8 6.8 .0 65.0

M

y F].U.G"‘CUI'Cd StOCL{S’ July 1 Maryland, Jal’l\lqr’ 1 of year fOllOVl"lh 'Jroﬂuctlon.
2/ Preliminary estinate.

Tax~paid withdrawals of tobacco nroducts July-Noverber, end mroduction of
nanvfactured tobacco in the United States, July-October 1935 and 1936 1/

Tox~paid withdrawels s Proonntisy
July-Novenber HH : 'Jl:;ﬂJCtOEPT
Products : ! Changze ::Menufactured: : : Uhenge
: 1935 : 1938 119 ofrom totacco : 1935 ; 1038 11945 fron
: : 11935 : : ¢ 1935
: i : 1,000 1,200
Millions Millions Torcent:: :pounls pouiss rercent
Large cigars ... 2,392 2,560 4 7,0 :Pluz .......: 21,754 21,133 - 2.9
Saall eigars ... 79 78 — 1.3 i:Pwist ,.....: 1,96% 2,225 +13.3
iiiii zije?ettcs:59,401,727 67,336,873 +13.4 ::iTine-cut ...: 1.822 2,012 +10.4
oo 36 Cliercties: 1 1 .0 ::Scrapchewing 15,416 15,876 = 2.8
vantfactured : - .
Sn§§fa§7° g/ ...i 132,414 181,009 - 1,1 ::Suoking ....: 68,330 65,390 - 2.8
ARERRRR 14,451 15,827 + 9.5 & :

e HM 4

{ —
5/ ax-aid withdrawals include wroducts from the Philiwoine Islands and Puerto Rico
2 Thousand Pounds,



Tobacco, Flue-cured: Production, Stocks, Supply,
and Price, United States, 1920 to Date *

POUNDS
( MILLIONS)

1,200

800

400 Hi

A4 PRELIMINARY

U S DEPARTMENT OF AGRICULTURE

* YEAR BEGINNING JULY
NEG. 26476-B  BUREAU OF AGRICULTURAL ECONOMICS

%Sfocks (farm-sales weight ) A
Production %
Pr/ce/ ?
7
‘\\\ = "/"\\‘ - g;!\\ 7
ud \ M
7 % |
9.9 000 e
AU A0 a B
0000 Y
ANy Al
1Y
7% %. |
__44__, N ENTTES EN B R N -B-—
1920 22 24 26 28 30 32 ‘34 ‘36

CENTS
PER
POUND

225

15.0

7.5

0

FIGURE le~ ALTHOUGH THE 1936 SuPPLY OF FLUE~CURED TOBACCO (S NOT MATERIALLY DIFFER-

ENT FROM THE 1935 SuPPLY, PRICES HAVE AVERAGED ABOUT TWO CENTS HIGHER.

INCREASED CON-

SUMPTION OF CIGARETTES IS PROBABLY THE CHIEF FACTOR RESPONSIBLE FOR THE HIGHER PRICES.



Tobacco, Burley: Production, Stocks, Sup

ply,

and Price, United States, 1920 to Date*
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FIGURE 2.,-

BURLEY TOBACCO, WHICH IS ALMOST ENTIRELY CONSUMED IN THE UNITED STATES,

DEMONSTRATES THE CLOSE RELATIONSHIP BETWEEN TOTAL SUPPLY AND PRICE,
SUCCESSIVE YEAR SUPPLY HAS DECREASED AND PRICES HAVE RISEN,

FOR THE THIRD

Evexr 1F THE DECEMBER
AVERAGE OF 40 CENTS 1S NOT MAINTAINED FOR THE REST OF THE MARKETING SEASON THE AVERAGE

PRICE FOR THE YEAR 1936-3T7 wiLL UNDOUBTEDLY BE HIGHER THAN FOR ANY RECENT YEAR.,



CIGARETTES: TAX-PAID WITHDRAWALS INDICATED BY SALES

OF INTERNAL REVENUE STAMPS, 1920 TO DATE"®

NUMBER
(BILLIONS)
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*GCIGARETTES WEIGHING NOT MORE THAN THREE POUNDS PER THOUSAND, INGLUDING TAX-PAID
PRODUGTS FROM THE PHILIPPINE ISLANDS AND PORTO RIGO
4ESTIMATED

: ”
U.S.DEPARTMENT OF AGRICULTURE NEG. 26616 BUREAU OF AGRICULTURAL ECONOMICS

FIGURE 3.- THE GROWTH IN CIGARETTE CONSUMPTION FROM 1920 To 1930 was REMARKABLY
STEADY, AVERAGING ABOUT 7.5 BILLION CIGARETTES PER YEAR., AFTER DECLINES IN 1931 anp

1932, THIS GROWTH HAS CONTINUED, THE ANNUAL INCREASE FOR THE PAST FOUR YEARS AVERAG-
ING 11,7 BILLIONS,
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