
COTTON AND WOOL OUTLOOK                   United States Department of Agriculture
CWS-0399                                                        Economic Research Service
------------------------------------------------------------------------------------------------------------------
Approved by the World Agricultural Outlook Board                                   April 12, 1999
------------------------------------------------------------------------------------------------------------------
HIGHLIGHTS

0  Higher Cotton Area Projected for 1999
0  U.S. Stocks Increased Slightly in April, Demand Unchanged
0  Foreign Production and Consumption Lower 
0  U.S. Textile Imports and Exports Rise in January
0  Wool and Mohair Production Decline in 1998
0  Special Article--Patterns in USDA’s World Consumption Adjustments

Higher Cotton Area Projected for 1999

Farmers intend to plant nearly 14 million acres (up 4 percent) of cotton in 1999, according to
USDA’s Prospective Plantings  report released on March 31.  Upland plantings are projected to
exceed 13.6 million acres, 4 percent above 1998, while extra-long staple (ELS) area is
anticipated at 305,000 acres, 7 percent below a year ago.

Despite lower cotton prices this spring, the higher area is expected as a result of less attractive
competing crop prices.  During the first three months of 1999, December cotton futures prices
averaged around 61 cents per pound, well below the 72-cent average of a year ago.  However,
prices and price ratios for competing crops, like corn and soybeans, have fallen too.  For the
January through March period, the corn-to-cotton price ratio was 3.8, compared with 3.9 last
year, while the soybean-to-cotton price ratio equaled 8.5, compared with 9.0 a year ago.  
Although the corn price ratio is similar to 1998, the aflatoxin problems associated with corn
production last season in several States is an additional incentive to return to cotton in 1999.  In
contrast, the soybean price ratio is the lowest since 1995, with soybean prices below the loan
rate.  Soybeans may only be an alternative in some areas if substantial delays in cotton and other
grains are experienced this season. 

Upland acreage is expected to rise in three of the four regions in 1999.  In the Delta, upland area
is projected to rise 9 percent from 1998 to 3.5 million acres, similar to the 1997 season. 
Likewise, producers in the Southeast have indicated a 7-percent increase in 1999 area to 3.3
million acres, the highest since the 1995 season.  In the Southwest, slightly less than 6 million
acres of upland cotton were expected to be planted this year, up 2 percent from 1998 and similar
to 1996.  In contrast, the West region indicated a reduction in its upland area by 8 percent from
1998 to only 882,000 acres.  The decline is largely the result of an expected shift in some
California upland area to ELS cotton.  Although upland area in the West has been decreasing
since 1995, the 1999 indications from Prospective Plantings would be the lowest planted acreage
for the region since 1946.

While only a few States have planted any cotton, Arizona and California have noticeably fallen
behind again this year, which could limit some of the shifting to earlier-planted ELS cotton this
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season.  As of April 4, these States have planted 10 and 2 percent, respectively, compared with
their respective 5-year averages of 24 and 9 percent.  In contrast, Texas is reported to have 9
percent of its cotton crop planted, equal to a year ago and only slightly below the average. 
Overall, as of April 4, U.S. cotton plantings were 4 percent complete, compared with 5 percent
last season and a 5-year average of 6 percent.

U.S. Stocks Increased Slightly in April, Demand Unchanged

Although the first official 1999 USDA cotton supply and demand projections based on the
Prospective Plantings will not be released until May 12, the carryin stock estimate was raised
slightly this month.  The increase in U.S. stocks was the result of the recent Cotton Ginnings
report indicating 1998 U.S. cotton production of 13.9 million bales, compared with an earlier
estimate of 13.8 million.  With no additional changes in any other supply and demand projections
for 1998/99, estimated U.S. ending stocks on July 31, 1999, are revised to 3.5 million bales,
about 400,000 below the beginning level.  However, lower demand this season indicates a
stocks-to-use ratio in 1998/99 of 24 percent, compared with about 21 percent a year earlier.

Meanwhile, the 1998/99 projections of lower world consumption and trade have been reflected in
an estimated total U.S. cotton demand falling to its lowest level in 10 years.  U.S. mill use is
projected at 10.4 million bales in 1998/99, 8 percent below the previous season.  According to
the Department of Commerce’s Census Bureau, actual cotton consumption during the first 7
months of this season totaled slightly over 6 million bales, 9 percent below the corresponding
period in 1997/98.  A positive sign in mill use, however, has been the last 2 months’
consumption, which averaged about 10.5 million bales on a seasonally adjusted annual rate basis. 

U.S. cotton exports also have been dampened by the decline in world consumption and the
abundance of foreign stocks around the globe.  In addition, the loss of  “Step 2” funding in
mid-December has made exporting U.S. cotton even more difficult in an intensely competitive
season.  U.S. exports in 1998/99 are currently projected at 4.2 million bales, compared with last
season’s 7.5 million.  According to USDA’s Export Sales reports, U.S. cotton shipments  reached
3.2 million bales by April 1, with an additional 1 million in outstanding sales. Although the
combined shipments and outstanding sales equal the current projection, additional sales will be
needed to account for the traditional “rollover” of some sales into the next marketing year.  To
reach the 4.2-million-bale estimate, shipments to the end of the season must average about
59,000 bales per week, similar to shipments during March.

Foreign Production and Consumption Lower

Declines exceeding 2 million bales in 1998/99, compared with 1997/98, are expected in foreign
production, consumption, and imports.  The largest of these expected declines is in consumption;
at 74.3 million bales, foreign consumption in 1998/99 is forecast 2.6 million below its 1997/98
level.  In percentage terms, this 3.4-percent decline in foreign consumption is the largest since
1961.  The next largest decline was 3.1 percent in 1974.



Foreign production in 1998/99 is forecast at 70.1 million bales, about 2 million below its
1997/98 level.  Foreign imports in 1998/99 are forecast at 24.4 million bales, 2.3 million below
their 1997/98 level.  In contrast, foreign exports and ending stocks are expected to rise in
1998/99.  Foreign exports are forecast at 19.6 million bales, up 600,000, and ending stocks are
forecast at 38.4 million bales, up 900,000.  As a share of foreign consumption, foreign ending
stocks are expected to total 54 percent, compared with 52 percent in 1997/98.

April’s USDA estimates of foreign production and consumption in 1998/99 are also lower than
March’s 1998/99 estimates.  Compared with last month, the 1998/99 foreign production estimate
is 700,000 bales lower, and the consumption estimate is 300,000 bales lower.  Ending stocks are
also estimated lower than in March, while the foreign trade estimates are much closer to their
March levels.

USDA’s 1998/99 foreign production estimate fell in April from the month before largely due to
reductions in Pakistan and Australia.  Pakistan’s estimated production in 1998/99 is 6.5 million
bales, compared with March’s 6.9 million estimate for 1998/99, and production of 7.2 million in
1997/98.  Gin arrivals in Pakistan to date are down even more than this 10-percent decline, and
there is widespread speculation that a sales tax increase in the last year has resulted in under
reporting.  However, the crop does appear to be lower as yield problems once again depress the
Pakistani crop.

Australia’s 1998/99 crop is forecast 200,000 bales lower in April  than the month before, but at
3.2 million bales is still expected to be its largest ever.  While good pre-season moisture assured
much better than normal prospects for dryland production in Australia, elevated precipitation
since planting has proven less propitious for the crop overall.

USDA’s 1998/99 foreign consumption estimate fell in April from March largely due to
reductions in Pakistan, Italy, and Germany.  Pakistan’s expected consumption fell 100,000 bales
to 7.1 million due to a reduced crop there.  While larger imports are expected to make up for
most of the decline in production, Pakistan’s 1998/99 consumption is no longer expected to
increase from the year before.

Italy’s and Germany’s 1998/99 consumption was reduced 75,000 and 65,000 bales, respectively,
in April due to reports of lower imports of raw cotton than a year ago.   Press reports also suggest
lower output for Italy’s textile and clothing sector.  The divergence into new markets of Turkey’s
former “suitcase” trade in textiles with Russia may be a factor weighing down on profitability
and production for Western European mills.  Also,  Korea’s 1998/99 consumption estimate was
raised 50,000 bales this month, and India’s 1997/98 estimate was raised about 100,000 bales. 
Lower exchange rates in Asia are also increasing competitive pressures on textile mills in other
parts of the world, including Europe.

U.S. Textile Imports and Exports Rise in January

January textile exports, at 329 million pounds (raw-fiber equivalent), increased 1 percent from
December, but were 12 percent below January 1998.  Increased shipments of yarn, thread, and
fabric and apparel more than offset declines in home furnishings and floor coverings.  Cotton



textile exports rose to nearly 149 million pounds, 6 percent above December and 7 percent above
a year ago.  Shipments to North American countries accounted for 87 percent of the total.  
Mexico, Canada, Honduras, and the Dominican Republic remained the largest buyers of U.S.
cotton textiles and apparel.  However, cotton exports to all other regions were lower in January
than a year earlier.

Textile imports totaled 860 million pounds, up 3 percent from December and 8 percent above a
year earlier.  Overall, imports increased for all major fibers, except wool, compared with a month
ago.  Shipments of all major end-uses, except floor coverings, were also higher than in
December.  Cotton imports, at 475 million pounds, accounted for 55 percent of total imports in
January and were 11 percent above a year earlier.  Asian textile-producing countries remain the
most important source of cotton textile imports, accounting for 54 percent in January 1999. 
However, North America continues to increase market share of cotton textiles, accounting for 35
percent of all cotton shipments, compared with 31 percent in January 1998.

Wool and Mohair Production Decline in 1998

On March 25, USDA released the Wool and Mohair report.  Final 1998 wool production was
49.2 million pounds, greasy, down 8 percent from 1997.  Sheep and lambs shorn totaled 6.43
million head, down 8 percent from a year earlier.  The average price paid for wool sold in 1998
was 60 cents per pound for a total value of $29.4 million, down 35 percent from $44.9 million in
1997.

Mohair production in the four major producing States (Arizona, New Mexico, Oklahoma, and
Texas) during 1998 was 5.09 million pounds, down 26 percent from 1997.  Goat and kids
clipped, at 705,000 head, were down 25 percent from a year ago.  Average weight per clip was
7.2 pounds, compared with 7.3 pounds in 1997.  The value of mohair production was $12.6
million, down 18 percent from a year earlier.

Special Article:
Patterns in USDA’s World Consumption Adjustments
by Stephen MacDonald

With 1998/99 world consumption adjusted downward 300,000 bales in April, and 1997/98
adjusted upward 100,000 bales, the year-to-year decline in world consumption is forecast at 4.1
percent.  This would be the largest year-to-year consumption decline since 1974, a factor which
has undoubtedly played a large role in keeping the A-index below 60 cents for such a large
portion of the year to date.

USDA’s forecasted year-to-year change for 1998/99 world consumption has declined relatively
steadily since the first detailed set of world forecasts were issued by USDA in July 1998.  At the
time, USDA forecast that 1998/99 consumption would rise 0.3 percent from the year before.  By
November, this had changed to a forecast of a 2.0-percent decline, and by February 1999, a 4.2-
percent decline was foreseen.



During the last year, as is often the case, USDA has made a number of multi-year historical
revisions.  These revisions make direct comparisons of USDA forecasts from one year to the next
difficult, but since the historical revisions implemented for various countries are virtually always
consistent across years, it is still possible to make indirect comparisons.  USDA’s forecasts of
annual change have exhibited a pattern during the last few years that could have a bearing on
interpreting the current forecasts.

USDA’s forecasts and historical data for foreign countries in part come from reports by
agricultural attaches and other embassy personnel within these countries and in part from other
sources, such as macroeconomic indicators, trade sources, and publicly available data.  In many
cases, revised consumption estimates are sent to Washington only a few times per year.  Unlike
production, annual consumption levels are determined by activity throughout the entire year,
rather than concentrated during a season of crop production.  While the variability of
consumption is much smaller than that of production, its turning points are less obviously tied to
observable factors like weather and pest activity.

USDA has been described as forecasting “conservatively,” which can be interpreted as giving a
larger weight to recent history when forecasting a forthcoming year.  This would be a reasonable
interpretation of the change in USDA’s forecasted change in world 1998/99 consumption; USDA
gave greater weight to previous years’ consumption levels and trends than it did to industry
reports of reduced mill use, and gradually incorporated information of large declines in various
countries as actual trade and mill data revealed the magnitude of the changes.

However, it is worth noting that since April 1995, the April forecast of current marketing year
consumption has been too pessimistic for three out of four marketing years.  This would also be
consistent with conservative forecasting because consumption rose during this period after
falling in the early 1990's.  So, an assumption of the earlier trends continuing would support
pessimistic forecasts.

In April 1995, USDA forecast world 1994/95 consumption would fall 0.5 percent; currently it is
estimated to have risen 0.3 percent.  In April 1996, 1995/96 consumption was forecast up 1.1
percent; currently it is estimated up 1.6 percent.  In April 1997, 1996/97 consumption was
forecast up 1.4 percent; currently it is estimated up 2.5 percent.  April 1998 appears to diverge
from this trend since the forecasted decline for 1997/98 is now larger than it was a year earlier. 
In April 1998, 1997/98 world consumption was forecast down 0.5 percent; currently it is
estimated down 0.9 percent.  However, each of the preceding three estimates was first revised
more pessimistically at some point before later rising.  Many of USDA’s current estimates for
both 1997/98 and 1998/99 will be revised between April and July under the annual reporting
cycle guiding the majority of USDA’s reporting embassies.

This tendency observed for 1995-97 is by no means statistically significant.  And the uniqueness
of recent events compared with earlier in the 1990's cannot be denied.  So it is far from clear
what the  pattern of conservative forecasting means for the longer term direction of revisions for
1998/99.



Estimated and Forecast Annual Change in World Consumption
------------------------------------------------------------------------------------------------------------

------------------------------Marketing year -----------------------------
Publication date 94/95 95/96 96/97 97/98 98/99
------------------------------------------------------------------------------------------------------------

    Percent change
April 1995  -0.5
April 1996  -0.5  1.1
April 1997  -0.8  0.8  1.4
April 1998   0.2  1.5  1.9  -0.5
April 1999   0.3  1.6  2.5  -0.9  -4.1
------------------------------------------------------------------------------------------------------------

* * * 

Copies of the 1998 Cotton and Wool Yearbook (CWS-1998) are available for purchase.  For
information, call 1-800-999-6770.

The next Cotton and Wool Outlook (CWS-0499) will be released on May 13, 1999.

******************************************************************************
Information Contacts:
Leslie Meyer (U.S. Cotton) LMEYER@ECON.AG.GOV   (202) 694-5307
Stephen MacDonald (Foreign Cotton) STEPHENM@ECON.AG.GOV (202) 694-5305 
Robert Skinner (Textiles and Wool) RSKINNER@ECON.AG.GOV (202) 694-5313 
******************************************************************************
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ACTUAL AND PROJECTED COTTON ACREAGE
-------------------------------------------------------------------
State/          Actual       Actual      Projected
Region           1997         1998          1999 1/     1999/1998
-------------------------------------------------------------------
                          1,000 acres                    Percent

Upland:
  Alabama         535          495           550            111
  Florida         100           89           100            112
  Georgia       1,440        1,400         1,500            107
  N. Carolina     690          710           770            108
  S. Carolina     290          290           285             98
  Virginia        101           92            98            107
    Southeast   3,156        3,076         3,303            107
 
  Arkansas        980          920           960            104
  Louisiana       655          535           570            107
  Mississippi     985          950         1,100            116
  Missouri        395          370           370            100
  Tennessee       490          450           500            111
    Delta       3,505        3,225         3,500            109

  Kansas           12           17            29            171
  Oklahoma        200          160           225            141
  Texas         5,500        5,650         5,700            101
    Southwest   5,212        5,827         5,954            102

  Arizona         325          250           250            100
  California      880          650           570             88
  New Mexico       70           60            62            103
    West        1,275          960           882             92

Total Upland   13,648       13,088        13,639            104

Pima:
  Arizona          22           16            13             83
  California      185          200           250            125
  New Mexico       11            9             8             89
  Texas            32          105            34             32

Total Pima        250          330           305             93

Total All      13,898       13,418        13,944            104
-------------------------------------------------------------------
1/ Planting intentions as indicated by reports from farmers.


