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Sraxiary 

A c t i o n t a k e n 

s c t r i e tone, an increase of 23 percent frotr. our 
l a t e s t cctioatos of the ljSt-6'':- crop. The north 
B r a s i l crop i s s l l c n t l : ; s-.js.ller th*n our e a r l i e r 
estimates, whereas tna forecasted increase i n 
South B r a z i l production ooro than offsets the 

Cur estimates of the 1O6V~J3 crop nti?nd unchang
ed at 395,000 tons', with pr.-ctieally r l l the 
South B r a z i l crop c l a s s i f i e d . 
Cotton exports during January-llovenber 15* l;?o.1 
t o t a l l e d 219, left toons,; • 2? percent increase over 
the sa*jo period i n l^.'i?'. 

I n i t i a l s Supply and Diotert.bgtion 
Duo to the largo South Br.?.si! crop l a s t season, the supply s i t u a -
t i o n i s very favor: ible which i s f u r t h e r i n d i c t e d by recent uo*>k-
onincs i n Sao Paulo spot prices. The eeono»/.& i n Gonerel i s vigor
ous and n l l l a c t i v i t y 'ppears very f t r o . The supply s i t u a t i o n 
should regain favorable i'tUt* South B r r s i l t h i s season. I n addition 
to adequate stocks f• r l o c a l needs, the Sao Paulo trade ostiMates 
that there. e£±st f t least r.'0,">'; o e t r i c tons of cotton available 
f r o - l a s t sonson's crop f o r export which has not yet been sold. 
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Tabic I - BRAZIL: L i n t Cotton Supply and D i s t r i b u t i o n , Estimates f o r 
~" Marketing Years 1966-67f 19o7~&3 and.Forecast 1960-69 

Karketlng Year 1 / 
F i n a l ' Estimate forecast 
19 33-57 __ I90G-69 

100;; metric tons 
UI!|*tnninG stocks, Aug. 1 129 2 / 03 224 
Production 
Horth B r a z i l 173 175 100 
South B r a s i l 270 420 550 

Imports 0 0 0 
Total Supply 574 573 954 

D i s t r i b u t i o n 
""Domestic consumption 270 271 209 
Exports 221 103 320 
Ending stocks, July 31 3? 224 345 

Total D i s t r i b u t i o n 574 673 954 

1 / Year beginning August 1 . 
TV Hot adjusted to r e f l e c t Ty Hot adjusted to r e f l e c t eventual changes due to reporting exports on 

calendar year basis i n previous reports • 
Sources CACEX, trade and o f f i c e estimates 
Production - 19i>3-69 Crop 
According to the trade, the IJortb B r a s i l crop i s not quite as large as 
e a r l i e r expectations.. This crop i s always d i f f i c u l t to estimate and one 
generally only gets a good idea, of i t s slse once ginning i s well under way 
i.nd meat cf the deliveries of seed cotton to ;;lnc are known. There have 
boon no special problems with the crap, although q u a l i t y appears not to bo 
so good. .0 l a s t season. 
The trade now estimates the crop at 1-30,00? metric tons of l i n t , with pro
duction i n major states as follows: 

Production 
State metric tons 
Coara 70,000 
Rio Grande do Mcrtc 2o,C00 
Paralba x£*§22 Pernambuco 22,500 

1 
Iso-1 the above, the crop appears p r a c t i c a l l y unchanged from l a s t season 
which supports most observers theories that the North B r a z i l i a n cotton 
situs,tion i s stagnating. 
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countrywide s i t u a t i o n i s improving thank® to the very dynamic south, 
p a r t i c u l a r l y Parana State. Planting of the new cotton crop i n Parana and 
SSfo Paulo i s v i r t u a l l y completed, with reports of very l i t t l e replanting 
necessary i n spite of the prolonged dry s p e l l which unexpectedly continued 
u n t i l the l a t t e r part of November. Hear f i n a l reports of seed sales i n 
both states indicate a whopping increase i n plantings which i s feeing con
firmed by trade and other u n o f f i c i a l reports. 
Based on a l l available reports, we forecast the 1968-69 South B r a z i l crop 

350,000 metric tons of l i n t cotton, broken down by state as follows! 
Forecast lgoS-69 

State 75<ea Production — lOOTinaT imTLT^T 

Parana 590 
££(0 Paulo 535 
Linas Cferais 125 
Kate arcsgo *0 
Goias and others 50 

Total 1,3^0 

Holds i n South Bra a I I improved markedly during the past two seasons, and 
I f they -re sustained t h i s season our current forecast may be on the low 
cide* The area planted i n Parana shown above i s that estimated by 
I3©USFIBRA, the vera active industry sponsored organisation which i s part
is responsible f o r the expansion of cotton growing i n that s t a t e . Seed 
sales i n £80 Paulo reported through December 9 , 1933 t o t a l l e d 3 3 , 0 0 0 
bags of 30 k i l o s , or 22 percent >aore than l a s t year's t o t a l . The lack of 
moisture was responsible f o r some planting delays, but according to most 
observers had l i t t l e e f f e c t on the crop's development. 
C l a s s i f i c a t i o n 

oi November 25, i 9 6 0 , the SSo Paulo Cotton Exchange classed 247,'149 
j j r i c tons of cotton from the 19^-6?.j3rop. According to ̂be trade 

134,000 tons were classed i n Par-ana. Once again we point out that both 
ctatos TOcelve cotton from other states so that c l a s s i f i c a t i o n results 
a nnot be considered as the production i n the state where the cotton i s 
c l a s s i f i e d . 
Cotton c l a s s i f i c a t i o n i n Horth B r a s i l continues under a somewhat weak 
r • Tiiten where nearly anybody can be q u a l i f i e d as a classer. The states 
have t h e i r own o f f i c i a l c e r t i f i c a t e s , but most of the classing i s done 
at the gins, rather than at a central classing point. The c e r t i f i c a t e s 
1 sued by the classer are usually accepted as o f f i c i a l without f u r t h e r 
InoDOCtion. I t appears that Ceara i s interested i n improving i t s system. 
O f f i c i a l s from Ceara are studying the S3o Paulo regulations and have sent 
v. man to attend the current session of the 880 Paulo Cotton Exchange's 
school f o r t r a i n i n g classers. 
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fliaiausi Prices 
On December 5 , 1958 the new minimum prices f o r Northeast B r a z i l were 
announced but, ao of the w r i t i n g of th i s report the decree making thei;i 
o f f i c i a l h a s not been published. The minimum price f o r seed eotton was 
set a t NGr$7»50 compared to l a s t season's NCr$5912 per 15 k i l o s , type 3 , 
34-36 cm. An average price f o r l i n t cotton was announced a t N0r$21.67 
f o r 15 k i l o s . 
1: tni»B«3 Export Prices 
On September 27, 1953 CACEX, the Bank of Brazil's foreign department, 
issued minimum export prices f o r North B r a z i l growths. These prices are 
shown i n Table IX. Based on various trade reports, we understand that 
exporters are regularly making sales below these established minimum 
prices. Ue have observed a si m i l a r s i t u a t i o n t h i s past year f o r castor 
o i l , where we understand CASEX continues I t s review of export prices 
usually acting when the price seems way out of l i n e , but permitting ex
ports to be made below the established minimum. Ue presume cotton I s 
being treated s i m i l a r l y . 
The minimum export prices f o r South B r a z i l announced i n June (see* Rio 
de Janeiro AGR-130 dated June 12, 195?) continue i n e f f e c t . Unless 
world market prices f i r m a l i t t l e , we expect a downward adjustment i n 
these prices before the end of jfranuary 19 >3, as already some exporters 
are also having to s e l l at prices below the minimum* 
Table I I - B r a z i l ; Illnlmum Export Prices for._Mcrfch B r a s i l Cotton 
Fiber Serido Serido Serido Serido Serido Serido Kafca 
Type *,:)A2im 30A>mra 36/pGram 34/33mm 32/^mm 30/?2mm 

m^mm USCOnSS P C F P 'Villi 

2 31A "50.4 29.4 27.4 25 .0 25.7 24.4 
5 30.4 2m.4 20.4 26.4 25 .0 24.7 23.4 
4 29.4 23.4 27.4 25.7 24.5 24 .2 22.9 
5 27.9 26.9 25.9 24.3 23.1 22.G 21.5 
6 25.4 24.4 23.4 21.8 20 .5 20.3 19*0 
7 22.9 21.9 20.9 1 3 o 113.1 17-3 l a . 5 
i 20.4 19-4 13.4 17.0 15 .5 15.3 14 .0 
o 19.9 10 .9 17.9 15.5 15.1 14.2> 13.5 

Flexible Exchange Policy 
The new exchange policy announced i n l a t e August 1958 appears t o have 
boon put Int o e f f e c t as there have been three mini-devaluations averaging 
about 1.6 percent each since then. I n the past some of the larger fferws 
marketing cotton obtained working c a p i t a l from abroad f o r financing t h e i r 
operations repaying t h e i r loans towards the end o f the s e a s o n . % these 
loans are i n hard currency there was a r i s k of a devaluation. Under the 
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now system a f i r m w i l l bo ablo t o calculate approximately what the ex
change rate w i l l be at the end of the loan period and thus can determine 
Lore accurately which i s more p r o f i t a b l e « t o borrow money l o c a l l y or 
from abroad. I n the case of cotton, wo believe that most firms w i l l r e l v 
less on financing from abroad than i n the past. I f t h i s i s so, then we 
can expect heavy pressures on the l o c a l c a p i t a l markets during the 
marketing of t h i s season's anticipated large South B r a z i l cotton crop. 
l-e see come benefit to the t e x t i l e industry from the new policy as 
fluctuations i n the spot price a f t e r a devaluation wl.ll be much smaller 
than i n the pasta On the other hand i t w i l l not give exporters an i n 
centive to hold cotton as i n the past when they could expect a big 
devaluation as the recent average devaluations are below the costs of 
financing and other holding charges. One of the reasons behind the 
f l e x i b l e exchange rate was to eliminate exchange speculation, and we 
believe t h i s wii'i a f f e c t some cotton exporters, mostly located i n North 
B r a z i l , who sometimes exported at below cost during the early part of 
the season counting on an o f f s e t t i n g w i n d f a l l with a devaluation. 
Export S i t u a t i o n 
According to preliminary o f f i c i a l s t a t i s t i e s , cotton exports during 
January-November 15, 19>S, t o t a l l e d 219*154 metric tons valued at 
$115.4 m i l l i o n . Export volume i s up 27 percent compared with the same 
period I n 19-57* A year a^o we forecasted 19 & exports at 240,000 tons, 
a f i g u r e we now think w i l l he exceeded by about 10,000 tons. 
Cn October 15, 19'oo9 the B r a z i l i a n Merchant I-Sarine Commission published a resolution requiring exporters to obtain authorisation from the 
Commission f o r shipments of cotton i n non-Brazilian registered ships. 
Immediately a f t e r the resolution became e f f e c t i v e a few shippers ran 
Int o d i f f i c u l t i e s i n complying, but apparently there was hardly any 
disruption I n cotton shipments. The SSo Paulo trade states t h a t t h i s 
authorization i s no longer necessary. 
Outlook 
»MMMMIMW»>, 

The short term outlook f o r cotton i n South B r a z i l appears excellent as 
noted by the expansion i n t h i s year's plantings. I f yields are high 
and prices sati s f a c t o r y t h i s year we can expect even more production i n 
I9S3-7 o Cotton was probably the most p r o f i t a b l e of the important cash 
crops l a s t season, and as South B r a z i l i a n farmer:; did not have many 
apparent o r o f i t a b l e a l t e r n a t i v e s , where possible they were quick to wove 
i n t o more'cotton. I f on the other hand, as some observers already fear, 
prices are not satisfactory then the expansion noted during the past two 
seasons could come to a temporary h a l t . Tn addi t i o n , one must always 
keep i n mind that c l i m a t i c a l conditions ?,i&ke or break the B r a z i l i a n crop, 
as a l l the cotton i s r a i n groins. 

UNCLASSIFIED 



There i s no In d i c a t i o n that the North B r a z i l i a n cotton s i t u a t i o n w i l l 
change s i g n i f i c a n t l y i n the near f u t u r e . One fact o r which w i l l eventual-
1 play an important r o l e i n t h i s area i s f e r t i l i s e r , the use of which 
t day io p r a c t i c a l l y unheard of, 

Shackf#rd Pitcher 
A g r i c u l t u r a l O f f i c e r 

1MB report was reproduced by AmEmbaesy, Rio, and d i s t r i b u t i o n made 
wit h i n Embassy and to a l l U.S. Consulates i n B r a z i l * 
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