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Do L NS The 1930.-0) cviton erop 1s furceast st V30,000
o e et T uetrie tono, on increcse of 23 percent fron our
PoL el T T latost eobinttes of the 157 -0" erup. The Horth
gaoi | F Brezil crop is vlizhul ganller thon our corlicr
Ebﬁg-ﬂhm ----------- -m-esbinates, vhevear the forecasted inerease in
-------------- e frrserseecfoee SORED Brﬁvil procductlon wore than offeets the
ADMIN di’r:rp in the famior.
usato| | &7
USIS | Quy eﬂtina, of the 196/-38 erop stgnn unchdng-
PC ed a2t 52 30’ tons, with procviesnlly the
South BPfVil erip clunsifio@.
FILE . : & n gzt
g s COSGON cxp;rts_?u:zn: vnuary-thvetber 15, 12357
Action taken: ¢ selled 210,104 Lono, - &7 percent inerehge over
the svue porisd in 1):*
Initials:gupply snd Distribuiion
Due to the large South Brocil crop lact EETON, She fupplu eltus:-
Gion ie very fuvoruble ubich ic further indicoted by recent weik-
cnings in Sto Puulo opos pricea. The econo, in gnnerel 10 visor-

sus ond nlll vetivi€y -ppears very flri. The suppl, sltuatlon

s T .uh roaoein i‘uvo;ablc for South Brozil this cecaton. In «ddition
tu adequate vtocks .52 'ioca" necds, the S&o Peales trade eoulisabes
thut there eket 0t leant 20,4500 r‘e’cric tone of eostton cvallable
fro: looi scason's erop for oxport whleh has not yet been =0ld.
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Table I - BRAZIL: ZILint Cotton Supply and Dlctribution, Estinates for

2y

Marketing Years 1066-67, 1097-6( ond Forecast 1J3C-69
Larketing Year
e LELL

SR 7% KA
125557 1967 =00 196369
v L@ ¢ tons

S 13
%ggfnning stocke, Aug. 1 129 2/ 03 20k
Production
Horth Brozil 175 179 130
South Drezil 279 420 550
Iaporto 4] 0 Q
Total Supply 578 378 o54
Distribution
Tronestie consunption 270 271 289
Exporte 221 103 320
Ending stocks, July 31 3 224 345
Totol Distribution 57k 673 SUL

1/ Year beginning August 1.

o/ Hot vdjusted Lo refleci eventunl changes due o reporting exportis on
calendar year basis in previoug reports.

Srurces CACEX, trade and office estiuates.

Producsion - 1908-09 Crop

hecording to the teade, the North DBrnzil erop ic not quite as larpge as
cuvlier expectations. Thioc crop 1s alvays diificult to cotinnte and one
~encrall; only sets a pood iden of itz size once sinning is well under uey
.nd oot of the deliveries of ceed cotton Lo ing are lLnuime. There have
scen no opeeiul problensg with the crop, clthoush quallty cppearc not to be
g0 rof o 1last seasoile

The crade nou cotinabos the ercp at 150,007 wetrie tone of lint, with proe-
ductlion in najor stabtes as follows:

Prcduction
Scave TieGric oon:
Coard 70,000
Rio @Grande do MNgrte 29,300
Parzibo 204500
Pornaibuco 22,500

o the above, the crop appears practically unchanged fron last seacon
vhich supports nost obmervers theories that the North Brazilian cotion

citustion 1o stagnating.
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he countrywide situation is improving thanks te the very dynawic seuth,
purticularly Parand State. Planting of the new cotton oPop in Parana and
S8 Paulo is virtually conpleted, with reports of very little replanting
nceecsary in cpite of the prolonged dry spell whieh unexpectedly ocontinued
until the latter part of NHovember. Near final reports of seed sales in
both states indicate 2 vhopping increase in plantings whieh is being con-
fimicd by trade and other unofficial reports.

Based on all available reports, we forecast the 1968-60 South Bragil crop
at 559,000 wetric tons of 1int eotten, broken down by state as follows:

Forecust 1358-%%

State Rpes on

1005 ha. I000 ti.c.

Parand 590 266
4o Paulo 535 243,
hinas Geroics 125 26
Hatg Grosco 40 12
Goloc ond others 50 Al
Totnl 1,3&0 550

vielde in Soubh Brazil inproved narkedly during the pact tuo geasons, and
11 they ~re sustained this oeason our current forecast nsy be on the louw
ride. The area planted in Parang choun above is that estinated by
INDUSFIERA, the ver, active inductry cponscred organization which is part-
1, respongsible for the expanslon of cotton zrowlng in that state. Sead
salee in S¥%o Paule reported throuzh Decerber O, 1050 totalled 535,000
bage of 30 kilee, or 22 percent wore thun last year's total. The lack of
solsture vas responsible for some planting dalays, but asecopding to uiost
choervers had 1little effect on The crop's develop.ent.

g;assificatian

A oi Novenber 25, 1068, the Sfo Paulo Cotton Exchange classed 2lpy 340
Lotric tons of cotton from the 1937-60 erop. According to the trade
154,000 tons were classed in Parand. Onee again ue point out that both
¢ sator voeelve ceotion fron cther states co that classificstion resulbs
annot be concidered as the production in the state where the cotton ie

clasgliied.

Cabiton classification in Horth Brazil continucs under a souewhat weak
cvgten where nearly anybody can be qualified as o classer. The states
have their oun officinl ceptificates, but uost of the elassing 1o done

ot vhe ginc, rather than at & central clacsing point. The certifilsates

1 sucd by She classer ore wsuzlly accepted ac official without further
inspeation. It appeare that Ceara lo intercuted in luproving its systen.
Cffleinls from Ceard are studying Che SHo Paulo regulations and have sent
o an te attend the current ceasion of the &8¢ Paulo Cotton Exchange's

school for tralning classers.
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tdnlou Prilces

On Decenber 5, 1958 the new nininun prices for Northeast Brazil were

announced but, as of the writing of this report the decree making then
official has not been publishad. The minimun price for seed eotton was
set at HCerS/ .50 coopared to last season's NOr$s,.12 per 15 kiloo, type 3,

%4a3??m§i1 An average price for lint cotton was snnounced at NCr$21.07
OF 12 QO »

inim Export Prices

On Septesber 27, 1930 CACEX, the Bank of Brazil's foreign departrent,
lssued ninioun export prices for North Brazil growtha. These prices are
choum in Table II. Bosed on varlous trade reporis, we wnderstand that
cxporters are regularly neking salss balou these established ninioun
prices. Ue have observed a cinilsy situation this past year for castor
oil, where we understand CACEX continues 1ts review of export prices
usually acting when the price secus way out of line, but permnitting ex-
ports te be nade below the cestablished ninimum. Ve presure cotton is
being treated similarly.

The omininun export prices for South Brazil announced in Junc (aee' Rio
de Janciro ABR-13C dated Junc 12, 1937) continue in effect. Unless
uorld rovket prices firn a little, wve expect o dounuvard adjustient in
these pricos before the end of Fanuuyy 1952, ac already smie cxporters
are aleo having to sell nt prices below the ninlnae.

Toble IT - Brazil: [dniows Lxport Prices for Ncrith Brazil Cotton

Fiber Sowldd Seridd  Serido  Seridd  Serid®  Seridd  lata
froe  40/%%mm 3842w 36/50mn  34/5500  30/3%um  30/32um

o o e 458 0 o Us eenssc per D Nl —ewaw 2 e 0 1 0 103 0 0
2 SLed 30.% 2.4 2k 23.0 25.7 o4 4
% Souk Po.b el Gk o500 oho7 £3.4
4 294 ) ol Pl o4 N5 .7 N5 2.2 22,9
7 27 .9 26+ rza.g 2.3 2 i 3 n2.3 21.5
G 25.4 4.4 25, 21.3 P02 20.3 19.0
o 203 21.9 20.9 135 15.1 373 15.5
1 204 19.4 1.3, 17.0 15.0 15.3 14.0
"__ 19 09 1?’09 l'f‘o'_:' 1\)"5 15-1 14-3 13&5

Ilexible Exchanse Policy

The new axchange poliey announced in late August 1958 appears to have

bean put Into effect as thore have been three ninl-devaluations averaglng
sbout 1.0 percent cach sinec then. In the past some of the largsr fheas
Lorketing cotton obtained working cepital fron abrood for finaneing thelr
cperations repaying their loans ftowards the end of the season. Ay ’chgse
loans are in hard currency there was 2 risk of a devaluation. Under the
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new oysten 2 firm will be able to calculate approximately what the ex-
change ratse will be at the end of the loan period and thus can deSeriinc
Lore cecurctely which is more profitable - ¢o borrou noney locally or
froa ebroad. In the case of cotbton, we belicve that nost firus will rely
lecs on {inancing frou obroad than in ¢he past. If this is so, then we
can expect heavy pressures on the lecal capital narkets durlng the
rarketing of this seuson'’s unticipated large South Brazil cotton crop.

Ye cee cone benefit o the textile inductry fron the new policy as
fluctuations in the cpot price alter a devaluation will be nuch smaller
than in the past. On the other hand 1t will not give exporters an in-
cecntive to hold cotton ac in the past when they could expect a big
devaluatien a8 the recent average devaluniione are below the costs of
financing and other holding charges. One =»f the reasons behind the
flexible exchanpe rate was to elininate exehanye cpeeculation, and ue
believe this wil: affect soue cotton exporterc, uwostly located in North
Brazil, who sowetines exported at below coct durlng the early part of
the geasen counting on an offsetting windfall with 2 devaluation.

Export Sitevation

According o prelininary offleial statistisc, cotton exports during
January-Novauber 15, 1933, totalled 219,154 wetric tons valued at
§113.4 million. DExport wrlune is up 27 pereent compaved with the came
period in 1957. A year ago we forecasted 1930 exporie at 240,000 tons,
o figure ue now think will be excesded by about 10,000 tons.

Ciy Oetober 15, 1950, the Brazilian MNerchant larine Couniscion published
o resolution reguiring exporters to obtain guthorization Trom the
Conmiscion for chipiente of ectton in nen-Brazilian registered ships.

T edistely after the resslutizsn becane eifective a fow shippers ran
inte difficultics in cowplring, but apparentl: Chere was hardly any
disruption in cotton cihipuentc. The S8o Paulo Lrade statos that this
cuthorization is no lonZzer necoceary.

Qutlook

e ghoct tema ocutlook for cotton in South Brozil appsars execllent as
noted by the expansion in this year's plantings. If yleldo are high §
ond prices saticfoetory thic year ue can expect even uore production in
1959-7 '« Cotton uas probably the nost profitcble of the inportant cash
crope lazt seacon, and as South Brazilian famaers did not have nany
sppayent profitable alternatives, where poscible they were qulck to wove
1nko vore cobbon. If on the other hand, as sowe observers alreadr fear,
prices are not satisfactor, then the expansion noted during the past two
seasons eould coxg to a teuporary halt. Tn addition, one nust always
ceep in rdnd that climatical conditions make or break the Brozillan erop,
&s all the cotien iz rain groum.
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Ners 13 10 indication that the North Brazilian cotton situation will
¥

change sip ;_-mf‘hm‘\tl in the near future. One factor which will eventual-
1, play an :ax:m'?"‘an’“ role in this area is fertilizer, the uce of which

¢ day 19 z,:s.*zs.e‘i;:;cally unheard of.
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Shackfdrd Pl t@hw
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