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OVER SHORT PERl ODS, SUBSTANTIAL CHANGES IN THE RELATIVE SUPPLY OF COTTON 
OF DIFFERENT GROWTHS RESULT IN MATERIAL CHANGES IN THEIR RELATIVE PRICES. OVER 
LONGER PERIODS, AND AS A RESULT OF THESE PRICE CHANGES, ADJUSTMENTS ARE MADE 
IN CONSUMPTION SO THAT THE QUANTITY OF EACH GROWTH CONSUMED IS BROUGHT BACK 
MORE NtAMLY IN LINE WITH THE SUPPLY OF EACH. fHESE SHIFTS IN CONSUMPTION TEND 
TO READJUST THE CO~PARATIVE PRICES OF THESE GROWTHS IN LINE WITH THEIR COMPAR
ATIVE QUALITY OR SPINNING UTILITY. 

DuRING 1937-38 AND 1938-3~~1VERPOOL PRICES OF THE FOUR IMPORTANT FOREIGN 
GROWTHS SHOWN IN THIS CHART DECLINED MATERIALLY IN RELATION TO PRICES OF AMER
I.CAN COTTON. AN IMPORTANT FACTOR CONTRIBUTING TO THIS WAS AN INCREASE DURING 
THIS PERIOD IN GOVERNMENT LOAN STOCKS FROM LESS THAN 1,700,000 BALES TO ABOUT 
I 1,400,000 BALES. THE ADVANCE IN THE RELATIVE PRICES OF THESE GROWTHS DURING 
THE CURRENT SEASON IS LARGELY ATTRIBUTED TO THE UNITED STATES EXPORT-PAYMENT 
PROGRAM WHICH WAS DESIGNED TO HELP RESTORE THE COMPETITIVE PRICE POSITION OF 
AMERICAN COTTON IN FOREIGN MARKETS. 

~-· 
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T H E C 0 T T 0 N S I T U A T I 0 N 

Su.rJrJ.ary 

Domestic and foreign consUJl:l]?tion prospects now indicate that the 

vrorld carry--over of .American cotton on August 1, 1940 is likely to be 

about 1 million bales smal'2.er than the record. high carry-over of 14 million 

bales on August 1, 1939. The carry-over in thP United States seems likely 

to be about 2 nil1ion bales less than r,-1; the beginning of the current season -

when the total was about 13 million bales - but stocks of .Ainerican cotton 

in forei&~ countries are eA~ected to increase by 1 million bales or more. 

The vrorld cany-over will be the th.i.rd largest on record and_ about two-fifths 

larger than tho 10-year (1929-38) average. 

Domestic consumption of noarly 4,600,000 bales of American cotton 

during the 7 months ended Feb~~ary, established a record high for the period, 

despite ar:1arked decline in mill a.c-:;ivity si::1ce December. Even nith some 

aG_ditional <lecline in mill activity, total consur1:ption for the current season 

seems likely to exceed 7,500,000 bales COI!!pared with 6,700,000 bales last 

season. This, together with yrospective exports, seems likely to ros-u.lt in 

a total distrlbutio:!l of more thm 13,500,000 bales as contrasted with 

10,100,000 bales in the preceding year. 

Foreign consu~~tion of American cotton is expected to be somewhat 

lo..rger thi:> soason tha..'1 last but will -be much smnller than United States ex-

ports. As a resu~ t, the foreig:J. carry-over of .American cotton ·will show a 

~narked. increase oyer the sr.1all stocks of August 1 last ye::::.,r. This increA-se 

soems liks~y ~o 0qual or exceed. l million bales, thereby offsetting roughly 

half or more than half of the decrease in ciomestic stocks. On this basis 

the forcdgn carr7-ovc,r of .American cotton on August 1 ne~ct would total about 

2 mill1on oo,l8s or somewhat more. 
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Cotton i:iill. activi.t;r in ti1e .AJ.linrJ_ 2.2~cl nou.tl·al cm.1ntriss of Europe 

appears to have chctl1{~&fl CO'"rparc~tivel;;r 1itt2.e in :'eb1.'Ua:::-y end. early March. 

In most· of tho::~e couc~tries miJ.l ~onsu.m:;::>tion contin."'J.ed. high. 1.:a:nufacturers1 

sales, however., wsre apporontly rela.tively small in Groat Britain, :i:'rance, 

and at le.ast a few other cou.."ltl·ies. :But mills gene:rally are said. to havG 

fairly large TmfilleC. orders. T:"le lac::: c: s::Ci lled r:1ill workers -r:hi ch has 

existed in France and En.glond is believed to have been alleviated somewhat 

in France within recent weeks .. 

Mill consu"!!lption was about 10 percent s~aller th.-:>.n in Jam::.ary, which in 

turn was 18 :p0rcent less thD.:."l in Deccnber. The c.eclino in mill activ-ity 

is attributed largely to a short.%e a:: i'uol. 

The decline in domestic cotton. prices d:u.rins tho past few weeks has 

oeen accompanied oy 2. suosta.ntialiy {;reate1· cCclino in Li-rer_pocl. As a re-

sult the spot price of .l'Jnerican cotton in Livc:ri,1001, conYerteci. to cents pel" 

pound., vms the lowest rel'Ol.tive to domestic prices on. £,b.r~:, 21 since the 

outbreak of war in Septe~be!". In Liverpool, prices. of .ADeric2n cotton con-

tinue conparati vely low relo.ti ve to nost other gro:vths. 

I':?. ICES 

Domestic -oriccs ae,ain rec0cie, but conthme 
mu.ch highe:...r: 1.1~- last yea:-f. 

Prices of spot cotton in dom,,;;stic :o,..,rkct s sl1owcc'L a slicht do\m7rard 
trend duri:lg the :oonth ended Mc..rch 25. .A <1ec:.ine of 3/~, c.::nt from :i!'ebruo,ry 
26 to March 26 el'2.sed most of the ad.vance which llG.d occux:;:cd bGtwe•:m lo.te 
Januu.ry a.YJ.d the l.:>.t tor part o£ Fe b:ruar;;r. The a:rc-;r"tge of 10 .lS cents on. 
March 26 was only slightly hibher than th~:.t of Jan.'-1.~\ry 23, ·7hic:i.1 w.ts the low-
est for a:ny day since early Dccenber. Despite the recent C'cecJ.ix1o, the aver
at;e price· of 10.lt.6 cents fror:J. Ma:·ch l to 26 wo.s 21 perce,1t higher thm1 the 
Mrcrch 1939 nv;:;rago. 

A n1Js1bc)r of ctovelo-;)nents have contributed_ to tho slight wec-Jc!'~ess in 
-domestic cotton prices C.m·ing recent weeks. These include a materially low
er rate of e~ort s in comparison with e. year earli2r thc.n e:cist cd from 
December to Pobrua.ry, further declines in domestic nill CtctiYi ty, :md pos
sibly the increased. realization that tho rate of foreign nill conslmp:;ion of 
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.American cotton is rw.min{; m:_lCh ·ueJ.o'H tlv1.t o:f c:>.."_Port s. .Along rri th these 
may be included the further decline in. domestic industrial ~reduction and 
lack of stren{;th in coramocli ty a;1<i security })rices. 

The higher urices as comuc..red with a year ago o..re also accounted 
for by 2. num1Jer o{ factors. Pe-~·ha1Js the most ir.roo:tt8J.J.t is the higher rate 
of do::nestic cctton nill cons1.unptio~1 (see section~ hesded DE!{Ali1'D AND CON
SUMPTION) v;·hich is cLue la::gely -~o the higher domestic industrial production 
and consl.1..'1J.er incomes. The higher fore-ign demand. alone; with the domestic 
Export Pa:;rment Program also hc.s contributed to the hiGher prices as com
pared wit:'l a year ago (see section headed EXPORTS). 

Li veruool prices decline sharpl;y 

From early Jam1ary to ea1·ly March, prices of .A.merica.n and most 
foreign cotton in Liverpool showed a re.tner steady decline. :Se·~ween March 
8 and March 21 ther€ was a rather sharp decline, particularly in prices of 
Junedcan cotton. On March 21, Ar:terican Middling fair sta;ple (approximately 
7/8 inch) averaged 2.1.71 cents (conve:rted at the 011en market exchange rate). 
This was 1.40 cents lo-;;Ter than on March 8 ancl 1.55 cents less than on Feb
ruary 23. The 1Jdce of Mio.dling 7/8 at New Orleans on March 21 of 10.40 
cents was only 0.15 csnts &"ld o.Ll-0 cents ::..o-rrer than on Ivh .. rch S and Feb
ruary 23. Fl'Om this it may be soen th<;;.t the spread be.t'>7een Liverpool and 
New Orleans declined sha:t]Jly. The spread of 1.31 cents on March 21 was the 
1m-rest for any J!'rid:~,y since prior to the outbreak of the war on the first of 
Sept ember. 

The decline in Liverpool prices relative to domestic prices in recent 
weeks is probably clue largely to rectuced British demand resultir;.g from the 
increasing stocks of r::wv cot ton on hand. and the rather large purchases previ
ously made. It seens likely that British buyers are now considerably less 
concerned over the :rJossibility of future increases in trans:JJortation costs, 
and less optimistic as to the outlook for :British mill activity over the 
next yeax or more. 

Since l1iarch 8, prices of Juneri can cot ton in Liverpool have declined 
some-.;:hat more than lJrices of other growths. As a result, the ratio of the 
prices of those grm7ths to A.rnerican increased consid.erably. On March 21, 
the price of Indian Oomra 1/:l fine was equivalent to 82.5 percent of the 
price of American Middling, compared with 80.9 on March 8. Similar compari
sons for other growths are Eg;JPt iAn U;Jpers 138 compared vrith 126, and :Bra
zilia:o. Salo Paulo, fair, 101.3 compared with 100.6. The price of Egyptian 
Up:;_Jers nas hit;h8r relative to .A.':lerican Middling 7 /S on March 21 thn.n for 
more than 2-l/2 yea:::s. 

EXPOHTS 

.AMERIC.AU: Exnorts for last few '1'19eks much less 
favo~able but s til]: m~d1 abov~ l~a.st yea~ 

Since early February, y:eekly exports have been 18 to 100 percent 
larger than during the correspondinG weeks last year, vrhereas for several 
'.7eeks prior thereto they nore 300 to 4oo percent larger, according to trade 
data,. In February, exports nere officially reported at 747,000 bales or 
about 12::3 perr:~nt larger than in February last year and the largest for the 
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· Table .- Cotton: Spot price per pound, specified ::;rm1ths at Liverpool· 
and Nevv Orleans, specified periods 

--------------· 
Liverpool --:-::--:------H_e--:-"H Orleans 

__ Arr:.e:fj._g_i1n _ _;_ _ _lp.dian . : EgyiJ:tj.an : BraziliaYl Arnerican 
: Fir.e __ Oomraj/1: F.~: F ._Uppers :F3.:4J.::=Sa:::::c7 P=-:-a:::::~~~' l::;;:o,::___:J'.J=h=· a=-=· o:.:::1_l=-=in?g_,.!-J.7 /-=8;-"-
: :As a%: :As a%: :As a%: : Spread Season, 

month 
or day 

: Mid- : Low of of of :Liverpool. 
:dling : Mid- Ac- :An1er~-: Ac- :.c\meri-: Ac- :Arr.eri-: Ac-

7 /8 11 :dling :tual : ca.n :tual : can :tual : ca.YJ. :tual 
· : Mid- : : llid- : : Mid-

over 
New 
Or-

·--- : dling___2_ ·--= dlj=-hg : : dli.YJ.p'--'--~-:---=---=:l::.::e-"-an~s _ 
10-yr·. av.: Cents Cents:Cents Pet. :_Gents Pet. :Cents Pet. :Cents _Ce_n_t_s 
1927-28 . 
to 1936-37: 14. 50 13.60: ll.l9 78.0 :17 .12 117 '--!:9_:_: ::::14::!::· ·:.::0=-::8-~9::::-;?'-=-'-77_:_: 12:==-:·:..::6~5--:l::-:·-:;8-::-5 __ 

1936-37 ... 14.6_2.:,--J::::;,:-3:....:,.16:10.87 74.4 :17.40 119.0:14.12 96.6:12.79 1.83 
1937-38 ... 10.31 8.78: 7.96 77.1 :13.10.126.7:10.18 98.7: 8.79 1.52 
1938-39 ... 10.15 8.71: ?.11~ 70.4:11.80 116.5: 9.63 9L,.9: 8.73 1.42 

1938-39 - : 
Feb ..... 
Ma-r. . .•• 
Apr .... . 
May .... : 
Jun.e ... : 
July ..•. 

1939-40 - : 
Aug •.•.. 
Sept. • . : 
·Oct . ... : 
Nov. 
Dec. 
Jan. 
Feb. . . . . . 

Jan. 5 .•. 

Feb. 

Mar. 

12 
19 
26 

2 . . . . 
9 •. : 

16 . . . . 
23 
1 
8 

15 
21 

. . . . . . . . 

. . . . 

10.02 
10.17 

9.67 
10.55 
11.04 
10.61 

10.16 
11.10 
10.63 
11.38 
13.82 
14.58 
13.52 

15.18 
14.81 
14.46 
13.77 
13.69 
13.75 
13.38 
13.26 
13.09 
13.11 
11.84 
11.71 

8.55: 6.95 
8.71: 6.85 
8.21: 7.02 
8.97: ?.45 
9.38: 7.61 
8.95:7.31 

8.53! 7.38 
9.69: 2.!+7 
9.39: 8.39 

10.53: 9.24 
13.02:11.43 
13.91:12.12 
12.91:10.92 

11~.45 :12.78 
1/!-, 06:12.22 
13.80:12.00 
13.19:11.38 
13.02:11.11 
13 .17 : ll. 11 
12.80:10.71 
12.68:10.72 
12.60:10.65 
12.53:10.61 
11.38: 9. 76 
ll. 2/+: 9. 66 

6S.4 :11.56 
67.4 :11.58 
72.6 :10.90 
7C.6 :11.08 
68.9 :1:.47 
68.9 :ll.~-3 

72.6 :11.35 
76.3 :L?.37 
78.9 :12.00 
81.2 :12.40 
82.7 :15.44 
83.1 :1?.24 
30.8 :16.88 

811-.2 :17.73 
82.5 :17.13 
83.0 :17.20 
82.6 :16.76 
81.2 :17.02 
80.8 :16.90 
80.0 :16.71 
30.8 :16.85 
81.4 :16.52 
80.9 :16.53 
82.4 :15.83 
82.5 :16.11 

115.4: 9.53 
113.8: 9.68 
112.7: 9.19 
105.0: 9.83 
103.9:10.18 
107.7: 9.85 

111.7: 9. 37 
111.4:10.60 
112.9:10.43 
108.9:11.32 
lll. 7:13.32 
118.2:14.65 
124.9:13.72 

116.8:15.18 
115 . 7 : J~ • 31 
11EL 9:11,. 5~
l2l. 7: 13. 911-
124.3:13.?7 
122.9:14.00 
124.9:13.63 
127.1:13.50 
126.2:13.42 
126.1:13.19 
133.7:11.99 
137.6:11.86 

95.1: 8.60 
95.2: 8.69 
95.0: 8.61 
93.2: 9.30 
92.2: 9.45 
92.8: .9.37 

92.2: 8.95 
95.5: 9.02 
98.1: 8.92 
99.4: 9.40 

100.0:10 .6L,. 
100.5:10.79 
101.5 :10.67 

100.0:11.09 
10C.O:l0.78 
lOJ. 6 : J_O. 82 
101.2:10.42 
100.6:10.40 
101.8:10.72 
101.9:10, r/4 
101.8:10.80 
102.5:10.80 
100.6:10.55 
101.3:10.44 
101.3:10.40 

1.42 
1.48 
1.06 
l. 25 
l. 59 
1.24 

1·.21 
2.08 
1.71 
l. 98 
3.18 
3.79 
2.85 

4.09 
4.03 
3.64 
3.35 
3.29 
3.03 
2.64 
2.~.6 
2.29 
2.56 
l. 1,,.0 
1.31 

Compiled ·from reports· of the Liverpool Cotton Exchc-~.:nge except for the last 4 
weeks, which are from cables to the Bureau of Agricultural Economics or from 
reports of the New York Cotton Sxchange. Prices were reported in pence per 
pound and .. converted to cents per pound at current unofficial rates of exchange. 
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month since 1932. The 7 r:1onths total, August through February, of 4,917,000 
l1t-1les w.:e.s t>rice the total for the same period last season and the largest 
for the period since 1933-34. 

From August l through March 21, donestic expnrts tobJ.ed 5,100,000 
bales, an increase of 85 percent over the exce~l)tionally small exports during 
the corresromlinf, period last yeax, according to data released by the New 
York Cotton E::change. This total 1-ras only 11 :;;>ercent larger than in the 
corres')onding period. of 1937-38. 

During the 10 years 1925-29 to 1937-38, exports of k-nerican cotton 
from Aut;-u.st through March a:veragE.:d apy<roximately 80 percent of the 12-montl'"l: 
August to July total. The S-month totc:J. this year will prob2.bly be close to 
5,200,000 bales. If tho offici'll fit,ure fo1· this 8-Elonth period should 
total 5,200,000 bales and if exoorts during the last l+ months should equG.l 
20 "Percent of the season t s total, exports for the 12 r.1onths ended July 1940 

. wou.id tot:::-.1 G.:;;>:r_JroxiT!latel~r 6,500,000 lJales. This would mean that D.bout 1.3 
IJ.illion bales would be eJ..'}lOl~t ed from April to July. Such a figure vrould be 
more tiwn 2-l/2 times the exports (Luring these 4 nonths 18-st ye2.r. It is 
evident, thorofare, that ex_oort s from April through July could re:_oresent a 
considerably smaller nroportion of tho season r s total tilc:rl usual 2nd still 
have the 12 1'1onths e:~cee.d. 6 r:lillion bales. At the present time the quantity 
of cotton registered for ex~ort cu.ring the current se~son under the Govern
ment E:cport Payment Progrnm is approxir:12.tel:r 5,860,000 bs.J.es. This figure 
does not include the 217,000 bales of cotton alreA.dy eJ..'})Orted under the cot
ton-rubber exchange ac5;ree;-_1ent or a-..:ry ,s.d.ditional e~g;orts of such cotton should 
shipments of this cotton be re::runed before the end· of the ·seG.son. Many ob-
servers believe that exports for the curro:1t season cill include a considerable 
quantity of cotton (besides the barter cotton) nhich has not been registered 
for export :pa;y1nonts. At nny rate, it seems reasonable to e:::pect that eJcports 
v-lill about equal or sonewhat exceed 6 million bales. 

Up to Eo.rch 21 e;,_':]orts of cotton and ;c, re1A.tively s:<P.ll quCJ.ntity of 
linters to the Unitect Kingdon toto.lecL c::.pproximrJ,tely 1,700,000 bales, nhich 
vras 4-1/6 tL1os tho exports to the corresponding date last season. The 
725,000 bales of cotta~ and linters ox:oor-ted to France from August 1 to 
March 21 o::ceeded exports to the sane date last year by 93 percent. Since 
early Janu..ccry weekly e:A.-port s to Frnnce have been fron 3 to ne::-,1~ly 10 th10s 
the S;Ja.ll e::A-ports during the corresponding nooks last yeG.r. Pl'ior to that 
tine, exports to France ·,7oro for tho most part suallcr tb.Dn in the corre
sponding period last season. The noro favorable con-nari son during the past 
3 nonths no doubt reflects the decision of the French and British to co
ordinate their purchases of raw cotton and tho oporo.tion of cotton nills in 
each of tho t110 countries. Up to March 21 exports to Italy v-:are 92 percent 
l:1rgor thm a year earlier, and o:x:port s to Japon approximo..toly tho sane as 
from August 1 to March 21 last soo.son. E:A.'})Ort s to China (Luring this period 
>Joro no<:crly 6 tic.cs the --rery s;Jall e:q;orts last se2.son and exports to a 
nu.'"1ber of tho s:.1all neutro,l Europor;n countries nero fron 2 to 3 tines o.s 
l'lrge. 

:FOREIGN CO'I:.r.oN: Emort s fron kGYQ:t, and::..J;\.dia 
bolovr l0,st ;t__oQr 

In J.:muo..ry (tho latest nonth for which offici:1l d[l,to. are avail[1l:lle) 
e),_;:;orts fran Indta uorc 11 J:wrcont lo>.'or thron tn Jo.nu:1ry last ye.~r. The 
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Cotton: Exports from specified countries, average 1928-29 
to 1937-38, ;::,nd seasons 1937-38 to date 

------~~=---==----=--=:r:_ebrt~.a~------~- August to Februa·r;r 
Country of :10-y.c.av.: 1940 :10-yc.av.: : : :1939-40 
origin and 1928-29: 19 ~8 · as a :1928-29:1937-:1938-:1939-:as a% 

~ . 193°7 l 94' 0 ° destination to : _.~ - · · % of to : 38 : 39 : 40 of 

nited states to : : 
Germany ...... o 

United I\ingdom: 
France ....... . 
Italy ........ : 
Spain ........ : 
Belgium .. , ... . 
Canada ....... . 
Japan ........ . 
Ch:irla ••....••. 

1937-38: 1939 :1937-38: :1938-39 
1,000 -l,ooo 1,000 1,000 :1,000- 1,000 1,000 1,000 

running run. run. run. Per- :runn:ing run. run. run. Per-
bales bales bales bales cent :bales bales bales bales cent 

83 24 26 0 
98 98 34 193 567.6: 
50 25 10 130 1,300.0: 
47 34 24 74 308.3: 
16 0 14 31 221.4: 
13 11 5 42 840.0: 

.· 17 17 11 38 345. 5: 
131 108 66 92 139.4: 

24 5 4 77 1,925.0: 

921 569 226 19 8.4 
990 1,293 319 1,526 ~-78.4 
570 640 304 618 203.3 
392 367 198 385 194.4 
M.8 o 15 221 1, 473.3 
114 144 67 178 265.7 
147 160 142 257 181.0 

1,047 336 594 675 113.6 
194 6 44 355 806.8 

Other coun. . .. _--='-=4-79__ 77 70 70 100. 0: 
Total....... 528 399 264 747 283.0: 

405 716 547 682 124.7 
4,928 4,231 2,456 4,916 200.2 
1,000 1,000 1,000 1,000 

~~~=7~~~~-= 
1,000 1,000 1,000 1,000 
bales bales bales bales 
478lb. ~.78Th. L:.72lb. 4781b. 

Per
cent 

bales bales bales bales Per
: 478lb. 478lb. 4781b. 478lb. cent 

:gypt to: 
United K:iiigdom~·- · 1+4 ·52· 73 39 53.4: - 367- 383 321 392 122.1 
France . . . . . . . . 17 1L, 20 36 180. 0: 133 164 102 198 194.1 
United States : 9 3 4 2 50.0: 57 26 19 38 200.0 
Germany . . . . . . . 17 15 17 0 ---. 9L:. 131 127 12 9.4 
Italy ........ o 10 10 9 13 J.Le-4-. 4: 75 76 70 68 97.1 
Japan ........ o 10 8 11 8 72.7: 74 45 93 114 122.6 
British India : 8 8 9 4 44.4: 44 92 52 92 176.9 
Other coun. . . ·----::-::3'-71=------::-<3::.::1=------:=-'3~5c__~3~1==----c=-"' 8::.:· ·:.,:::,6: 208 · 233 230=---=~1:::-:99':-· --=-8::,..;6::-:.·-s-5 

Total . . . . . . . 146 141 178 133 7L;. 7: ~0..::.5_2--'-l,'-'-1"""'5_0---,-1....,, 0_1--'4'-=-lL.., ll_: -=::3 __ 1_0__,9_._8 
Janua_r_,_v___ _ __ _:::A=ug,_lst to January . 

lritish Jncti.a to: :-----
Japan • .. .. . . . . 156 66 8.6 68 79.1: 498 194 552 397 
Italy . . . . . . . . . 20 7 7 5 71.4: 97 42 38 18 
~ina ........ : 17 2 22 6 27.3: 87 29 65 97 
Belgium . . . . . . . 19 13 . 13 l 7. 7: 7l 55 46 13 
Germany . . . . . . . 20 10 22 0 78 51 86 6 
United Kingdom: 30 38 32 · 41+ 137.5: 95 
France ...•... : 13 5 14 44 314.3: 46 
!Other coun. . . . 16 25 34 37 108.8: 68 ----- -~1'-7----::-':--::---~~---=-.=..=-:~ 

Total ...... : 291 166 230 205 89.1: 1,040 

86 108 156 
22 48 92 
85 101 128 

56/+ 1, 044 907 
~ompiled from official sources. 

71.9 
47.4 

14').2 
28.3 
7.0 

144.4 
191.7 
126.7 

C6.9 
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6-month totals (Au6uGt to Janu~ry) were neoxly 23 perc3nt lesa than in 
the first half of last season. F.A.'}lOrts frol"\ Egypt, wh.i.ch in Ja.nuary W9l'e 

larger than the y3ar earlier, were 2':) pe:rcent smaller in F0brt1.ary than in 
February 1939· From A'U.t:,~-st thro·ugh Fe;brua:r-.;r, Et:yptia.'I'J. exports, however, 
totaled 10 perc<"nt larg0r thar1 <.turin~ the :first ·7 monthc; oi' last season. 
For tho 6 or 7 !!:onths for which data a.re available, exports to Groat 
Britain from each of these two count~ics were from 22 to 44 percent larger 
thru1 in the correspo:1ding :;Jori0d last season. E.Aports from India and Egypt 
to France: wore respectivel;;;r 92 e...11d 94 percent larcer than in the corre
sponding period last season. 

:J:EM..!\.ND A11D CONSUMPTION 

UNITE~ STATES: Mill activitl furtrer reduc~d 
bu!_ c.:m tinu0s_ well above la§lt yca:r:_ 

Dorilestic miJ 1 cons1:ImJ:1tio:n in F'obr-u.ary totaled 663,000 running bal~s, 
according to d£<.to. released by the :Eurea"J. of the Census. This was approxi
mately 9 percent loss tno.n in Ja.'1.u.ary but 18 percent o.bovo February 1939• 
Tho d:l.ily rote of consu.1nption in 1!,0b1"1.. .... a:cy· wns onl~r slig~1tly loss than in 
Ja..'1u0..ry but or\linarily tho daily rate is hL:;ho:::- in F·)bruary than in Jn.n-u:
o..ry. Consoqu.ently, the indox of c<.;tton conGu.nr_ption c--...djustod for seasonal 
varL'3.tions dC'clinod to 125 in :E'cbl"''..la;;.--y, ccm:pD.rod \7i t£i 130 in Jn.nun.r<J a,nd 
on all-time high of 1l..~5 in J)ec .. -;mbcr. Ia FobrUrlr.f last year tho index WD..S 

111. Trade renorts indico..tu ti1r>.t mill activity showed some slight addition
al decline d"l.lrj:i.ng tho first 3 week::; of March. 'Mill activity is o:-cpocted to 
decline somowh~t i~Lrther before thr a'1.d of th0 soasone 

During tho '.-eok ended Mn.rc..l-J. 9 TJo..'1.ufacturcrsl so.los of 1mfini shed 
cotton goods nero .::~p"J?:.ll'ontly o.:bout equal to or possibly r:~lit:ht1y larger 
than output for tho first "reek in more t}:-> .. D.n 3 !'1ontt.s, according to trade 
reports. I:r~ tho soconci week of Ma:::-cn sv.les wore roportod to have declined 
sharply r.md to hnvo boon less than ho.lf c..s largo t\B procluction. On March 
20 !::ills wore reported to hr.we nado s'UbstD~ti').l s·.t.los l:r1.1t for th.o 5 wooks 
e~'l<ied Mo.rch 23 r:.2.lcs were no doubt :r:r-:.tcrinlly below output. T.rado conmonts 
i::1.o .. ic~.tc:; th~,t no..nufacturers' m<.-:.rgins ['.ra now so low nLd purchases have been 
postponed to such on oxtont th,'.t tho domnnd for unfinished cloth is ox--
pect od to i:1cron.so considerably in tho ncar futuro if no u.nfc.Yora.ble develop ... 
ments occur in tho pricos of cor.Jr.J.oc'-itj_es ar.~.d. securities. 

Do!:'.ostic mill conr:.urJ.ption fron Au.gu:ot throu0"1. Fo.bru.'lry tota.led 
4, 705,000 ruLnirlg bo.lcs conpar..:;d.. with 3,959,000 b.1-J.os in tho corresponding 
poriod lnst so.,so::J.. This was the largest conm.rrrption on record for those 
DOT.~.thc rmd .Jxc::;ocl•JC1 the previous high of 1936-37 by nearly 200,000 bales. 
Tho figure for Uc.rch wilJ.. no doubt bri.ne; th·J totn.J. to above 5-l/4 nillion 
b1-les.. Although the daily r[.l,tc of consUDption ordin<.U'ily o.vern.ges loss 
duri::1g the last 4 r..:o::1.ths of tho so:-:.son th'm in February nnd March, o. sone
Vihn.t norA thn..'1 so!1sone-l decline could occur wi tl:.out prevcmting total con
sunption for tho season fron equalline 7-3/4 nillion bales. 

Fron August 1 through Fobruo.ry 29 d..onestic nills consuned 79,000 
bales of foreign cotto:c coi::tp:Lro<l i7ith 69,000 bales during the corresponding 
period last season. It soons liko1y th::l.t consunption of foreiGD cotton for 
the sen.sor~ as a whole will proba:bly be a little under 150,000 bales cooparod 
Vli th l2l+, 000 last season. 
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Consunption of Ameri ccn Eg-.;:ptiari from August through February totaled 
14,300 bales compared wi tb. 3 ,COO bales during the correspondi!J.g months last 
season. The quantity of this cotton consuined so far this season is.l,BOO 
bales larger than was consumed during the first 7 months of 1936-37. Dur
ing thr'J.t season the total consumption amounted to 20,100 bales, the largest 
for any year since 1935-36. . 

EUROPE: Mill a~_i vi.~ ou~ side C-em.a..'1 area 
continuos high 

Except in the Gernan-controlled area, where cotton consumption is 
gre8.tly restricted, Eu.ropea...11 cotton mill consumption apparently continued 
relc.tively high during Febr-...larJ and early March. In most of these c01L'1.
tries the consumption of .Americc:m cott.on is believed to -be ru.;wing mate
rially higher than last· year. Iiot only is nill activity and total cotton 
cOnmlmption higher than last se~son, but also ~~erican cotton is believed 
to now constitute a larger proportion of the total being consuned. 
Scaracity of data makes it unusually difficult to deternine how ~~ch Amer
ica...1'1 cotton is being conSlJJ;1ed in the whole of Europe this season •. It is 
believed, however, that the in.creases in the allied and neutr:->..1 countries 
are more than offsetting the decline in the Gernan-controlled arec.. Total 
foreign conS'l..mption of ~~ericnn cotton during the first 6 nonths of this 
season was about 280,000 bales larger t~'1 in the corresponding period last 
season, according to a recent estin:-:.te 'by the New York Cotton :Exchange 
Service. 

Recent reports ind:i.cate that in Great :Sri toi.n na.rmf.:J.cturers are 
still well booked with orders, oven though sales n.re reporte~ to have been 
slow for the past several weeks. A mL':!ber of U..."lcertainties grawi~g out 
of the wartine control Deasures are said to have restricted sales during 
the past few weeks. These include possible revisions in the_ rogul~.tions 
pertaining to yarn a"ld cloth r.1argins, the possibility of .subsidizing 
textile exports (either through cw.·reEcy depreciation or direct su-bsidy), 
and possible further increases in wage rn.tes. Mill activity is c:l:'PParently 
being well nn.intab.ed at relatively high levels, despite a reported short
age of skilled labor. 

Mill activity in Frru1ce apparently continued at relatively high 
levels during Februa!"'J• A shortD.ge of skilled labor was also reported in 
France, inB.icating tht1t except for this, nills probably would have run at 
sonewhr\t higher levels. In early March, however, the New York Cotton EX'
cha..""J.ge Service recoi ved reports indicating that sone French ni.lls, not "'.'lark
ing on Governnent orders, were finding it difficult to naintain their pro
duction, 

In Ito.ly, cotton nills a.re apparently running at a high level, with 
unfilled orders sufficiently l~rge to naintain the existing rate of con
suuption for r.wny woeks. The larc;e shipnents of .Anerican cotton to Italy 
so fnr this ser'.son has no doubt eli::linated the shorto.ge of ro.:w cotton whic...'l 
was reportei earlier in the season. 

In a nunber of the neutral COlUltries of Europe nill cons~~ption 
nppears to have beon fairly well ::mintained., with donestic business con
stituting a largeX'-th..'Ul-usua.l proportion of the to.to.l. i'inrtine conditions 
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have maie export trade difficult for these cocmtriec. A consid~rable part 
of the output of these mills, like that of belJ.igerent cOlmtrieG, is bo
lievecl to h~-ve been used. in meeting req,ui:::-8;r::ents for military and civil 
defen::;e :IJurposese If it m::cy- be assumed that orders for such goods are 
likely to be much smaJlur from noYT on then continu~d. difficulties in ex
porting cotton text.ilcs v:ou:!.d likely cau.se consu:;r_ption to decline to un
usu.all;y low lovt:ls. 

ORI:El·JT: MEl ~ct i v:_i t:z. n.bou~ ~cha.n{iS~ in ChiT!:§: and India, 
:fu~ !_~~ed 2-.:r!. !!§.~ 

Cotton mill activity in China was well maintainod during Fcbru::>.ry 
according to a racliogrCJ:rn recently received from Shm1ghr.l.i. Ev-on though 
th~re vr.:.ts D..""L exceptionally lo:1.g Chint:se "Hew Yon.r holido.y period, total 
mi11 consumption in China. including M::mchurie1, during February -vras esti
mated at 135,000 balos vthich is 0;1Jproximnt ely the sw.o as consumption dur
ing Jcnua!"'Jo In FebJ."lln:.cy ll:\s"'v year constu:!ption wo.s estim..1.ted at 135,000 
balec. Shongh2.i, J:xpanece, and Chinese mills trere ostirntod to have boon 
opcr:J.ting at aoo·..1t 95 percent of LOrual ond :Britlsh nills o..t about n. nor
mal rate. Mills n.t Tsiontsin "\vero Operating o.t a rate of a"bout 80 percent, 
v1hich rC'_presont s a.'l increaco over Jonu::1ry due to increased arri-vc~ls of 
Chinese o.nd foreiE,n cotton. In ~singe no, other occupied areas of North 
Chin'1. as "17ell as occupied o..reas of Cr.ntral Chinn, it in esti!:l.nted tlmt cot
ton Y.JilJ.s nero operating o.t a rate of about 50 porcont of nornal. In Mon
c~uria activity 11as only about one-third of nornal o.nd nills \7ere using raw 
t1.:1t erial containbg approxiDo..t_el;;:._30 _pQ:r.:cc;:_n_t_ s_tapl~. fi"bqr. ·- .A serious c~t
ton shortage wns reported in !·hnchuria, [Dd nilln 7voro expected to sus:pond 
operations unless iiJports ;·rere allo·,-red .. 

Arrivals of China cotto~ at Shanghai d~ring Fe"brunry continued to 
decrease s:w.rply and D.I:1ountod to less tho...."l. 10 percent of Shant;hai 1 s nonth
ly rate of cons111::1ption. The snall receipts of Cilina cotton is a"t'l in
porta,"l.t factor cont r:.but"int; to tllo rolati vely large inports of cotton., 
Tho short:tc;o of China cotton, toc:;ntl10r with tho ;--1arkod G.aprocio.tion of the 
Chinese dollar, has c""usod sharp price advDn.cos during tho rocent nonths. 
Roce:1.tly, conpar:ttivoly snall rises in the price of the Indian grovJths 
hn.ve plo.ced L1dian cotton in o. nore fo.voro.ole position. 

The 263,000 "bc.les of 4oo pou..'1ds each of InC.io.n cotton consunod by 
Indian ni1ln in Janunr:J was about the SDDo an in Icce:1bc:r but l'1:cgor thnn 
any other nonth since Jo.nua:rJ J.'1st year. Conm.mpti0n for Febru:try Yvhich 
totaled 255,000 "bales 'aas 3 percent less thon in J:=u-;uary, but 8 porcont 
lo..rgor thn.n in Febru.t:1r;:v last ;s_roar. Ind.ia."t'l ni::..ls co11Sur.wd abont lj. percent 
less Indian cotton d1..'.ril':g the first 7 nonths of tho se.:tson thn-."'1 in the 
corresporcding period last sen son, but uoro thrw."l in nny other corresponding 
period in histOI"'J• Should tho cor.petition fran Jo;pDJ"J.eBe textiles be re
duced o.s a result of the factors described below, this should tend to in
crc::cse cotton nill activity in India. unless exports of :British goods are 
su."bsiQ.ized., I:;J.c1ian nills should further bonefi t, if they hc.ve not n.lroo.d.y 
c3.onr:l so, o.s a result of incren,secl costs of producb.g o.nd exporting :British 
good.s. 
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Despite a rather shar-p clro:p in Ja:r•anese cotton mill consumption 
in January, data for ]'ebrunry sll"JV!Ed e. 10 percent decline fror.l Jnnuary 
and a 26 percer.ct decline from December. A rad.iO(J.\<J.m received the latter 
part of Februar·y indicated that cottnn consumption for Fe-on.Ls.ry was ex
pected .to be about 30 percent below Decc·mosr. Th.e pla:1ned decrease was 
originally believed to have been as greo.t as 35 or ~10 percent but im
provement in pOYl82:' 01..1.tput made possible e. moderate alleviation in the re
striction of mill activity begin:1ing Febr".laFJ 20. DD.e to the porwr short
age cotton mill output for the yoar ending Aug'Ust 31, 1940 is ex-_;;Jectod to 
be at least 10 percent below that. o:d.ginalJ.y planned. 1'he rcrlucod mill 
output vrhich is laTgely due to the shorto.gc of oper::1.ting :po·v-rer has ip
croas ed the overhead costs rilld is reported to have already r esu.l t od in 
higher cotton textile prices. This is said. to have reduced the competitive 
position of Japanese yarns and cloth in world markets. 

ACREAGE, PRODUCTION, STOCKSt J~TIJ SUPPLY 

Two-million bale decline in domcstig_ 
carry-over exooctod 

Tho ro.to of domestic con~~ti~1 and exports so far this season and 
the outlook for tho last 4 months inclic. .... t.e a decline of 2 million b::cles or 
more in the United States c<:rry-over of cotton on .August 1 next, compared 
with AUc,<>Ust 1, 19:~9. 81'-Ch a rleclino wou.ld still le,~Ye a. domestic cnrry-
over of .A.tnerican of nearly 11 million bales, the third J.arc;ost in history. 
The avero.ge for the 10 ;)~co.rs, 1929-38, was 6,600,000 bo.lcs& Present i.c::.d.i
cations arc t'hat d.or.wstic consn1::t_9tion ancLcxpor.:t_s _'i7illo:t::ceed JJ-l/2 niJ_lion 
running bales conpo.red ni th a dorws·Gi c crop o'!' 12., 600,000 runrd!lg bales. .A.s 
previously indic::tted, donestic nill C:)J1SU..T""Jption of i'!.nericon cotton fron 
August through F0bru..o.ry wn..s reported at 4, 626,000 bc:Ues. The A~'""Ust to 
Mo.rch figu.re will no ·ioubt exceed. 5-l/4 nillion ·bales. E-ven \lith a Sllb-. 
sta.ntial further decline j_r. nill activity, consunption for the season should 
equal or exceed 7-1/2 nil1ion bales. :G::::-:ports of J<..nericon cotton up to March 
25 totaled 5,100,000 bo.les. This is only 750,000 b'"les l%S thm the q1.lc:"'...l'J.ti
ty nov,.- regi st orcd for e:xport clurinb the current seo.son und.er the Gove:rnnent 
Export PiWDent Progrcm. Unless e::q;ort s fro:o. .April to July t~1i s ;::roc..r re
present a co:::lsid.era-bly snallez- th'1...'1. usual proportion of tl.1o 12-nonth total, 
CA."JlOrt s for tho year end.ing Jt::.ly 31. 1940 will exceed 6 nil lien bales. 

Co.rr;y':ovor of ~oricon _Q.broad to increase 

::Socn.uso of tho Enro:peo..."l. wn.r, do.ta on tho forej£:9.1 ccns-ur.:rption of 
.1\r.lorico.n cotton are not avo.ilo.ble but it is lmown that consunption hD.s been 
running unusually low in rclati on to exports of _!\nori CD..!l cotton. SLould 
exports total only 6 nillion "bo.los and foreign ccnsunption of ;\;"wrico...'1 in
crease to 5 nil lion bales ( conpo.red ni th 4-1/2 niliion bales in 1938-39) 
forcie;:n stocks of A:::1erico...11 cotton on Aucust 1, 1940 would. be o.b:mt 1 nillion 
bales larger tho.n a year e:J.rlier. It see'"ls quite likeljr, ho·;rover, that the 
increo.se nay exceed 1 nillion bales, thereby offsetting sonethinc like 50 
percent or nore of the decline in tho co.rry-o~ror in tho Unit od. Stat GS. On 
Augu.st l lo.st year such stocks tota.led less than 1,100,000 bo.los, the snall
est foreign stock of k~oric~~ cotton since 1918. 
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