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Executive Summary

Apple production is estimated to have fallen to 310 TMT in CY 2000, afal of around seven percent. Mixed weether
conditionsincluding frost and generally cooler conditions constrained production to average levels. Anecdotd evidence
suggests that tree removad (particularly older varieties) could aso be responsible for lower production. Heavy rainin
some growing regions prior to harvest has reportedly reduced keeping qudity, particularly in the older varieties such as
Red Ddicious. Unlike previous years, industry has not yet estimated deciduous tree fruit production for CY 2000.

Post forecasts production for CY 2001 at 300 TMT, dightly below estimated production for CY 2000. The CY 2001
crop has experienced a below average start with wetter than average conditions toward the end of CY 2000
responsible for outbreaks of disease. Also, climatic conditions at the time of chemica thinning are believed responsible
for an above average thinning response which has reportedly reduced yield potentia significantly.

A low Ausdtrdian dollar combined with the recovery of the Asan economy has partidly congrained fdls in the estimated
levels of exports. However, asmdler crop combined with the poorer kegping quality of fruit produced in some
regions, has effectively reduced the quantity of fruit suitable for export.

For the period January to October 2000, significant advances were made in markets such as Singapore, Hong Kong
and Indonesia. However, sgnificant fals were recorded in the UK, Taiwan and Sri Lanka. Industry sources are
concerned that Audtralian gpple exports may be tending away from the more premium high qudity markets and toward
the lower qudity "commodity” markets.

Apples are the second largest fresh produce product at retail. Bananas are the largest, and low banana prices have
provided competition for gpplesin the market place. Asaresult, the gpple industry has engaged an advertisng agency
to run TV campaignsin an effort to lift consumption. This agency has in the past successfully advertised other
agriculturd commodities such asmilk. The new campaign will run for three years. It will include billboards, bus-backs
aswell astargeted variety campaigns supported by retailersin a co-operative approach. It has been nine years since
thelast TV campaign which successfully improved the image of apples lifting domegtic sdles to A$23 miillion.

Pear production for CY 2000 was estimated to be five percent lower than the previous year a 170 TMT dueto dightly
lower yidds.

The 2001 pear crop isforecast to be around five percent larger than the estimated 2000 crop. Widespread rains
throughout Victoriatoward the end of CY 2000 may have created production problems. Whether or not this has
restricted yield potentid remains to be seen.

Pogt estimates exports of pears to have increased by nearly 40 percent for CY 2000. Exportsfor the first 10 months
of CY 2000 totaled 19,895 MT, compared with 13,607 MT for the same period the year before, an increase of
around 46 percent. Industry sources however indicate that supplies of pears suitable for export diminished significantly
toward the end of CY 2000.

Substantial increases in exports for the January to October 2000 partial year were recorded for Singapore, Maaysia
and Indonesia. Exports to Hong Kong however fdl substantidly for this period.
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Fresh Apples
Production
|PsD Table
|Country Audrdia
ICommodity IFresh Apples (HA)(1000 TREES)(MT)
Revised 1998] Prdiminary 1999] Forecast 2000
Old New Old New Oold New
Market Y ear Begin 01/1999 01/2000 01/2001
Area Planted ] 19760 19760 19760 19760 0 19700
Area Harvested 0 0 0 0 0 0
|Bearing Trees 6000 6000 6300 6300 0 6000
INon-Bearing Trees 2200 2200 2310 2310 0 2300
Total Trees 8200 8200 8610 8610 0 8300
[Commerciad Production 309000 334000 330000 310000 0 300000
INon-Comm. Production 0 0 0 0 0 0
TOTAL Production 309000 334000 330000 310000 0 300000
TOTAL Imports 0 0 1 0 0 0
TOTAL SUPPLY 309000 334000 330001 310000 0 300000
IDomestic Fresh Consump 158500 158500 169001 160000 0 150000
|Exports, Fresh Only 26000 26402 29000 21000 0 22000
|For Processing 124500 149098 132000 129000 0 128000
Withdrawal From Market 0 0 0 0 0 0
TOTAL UTILIZATION 309000 334000 330001 310000 0 300000
General

Apple production is estimated to have fallen to 310 TMT in CY 2000, afdl of around seven percent. Mixed wesather
conditionsincluding frost and generdly cooler conditions constrained production to average levels. Anecdotal evidence
suggests that tree removad (particularly older varieties) could aso be responsible for lower production. Heavy rainin
some growing regions prior to harvest has reportedly reduced keeping qudity, particularly in the older varieties such as
Red Ddicious. Unlike previous years, industry has not yet estimated deciduous tree fruit production for CY 2000.

Post forecasts production for CY 2001 a 300 TMT, dightly below estimated production for CY 2000. The CY 2001
crop has experienced abeow average start with wetter than average conditions toward the end of CY 2000
responsible for outbresks of disease. Also, climatic conditions at the time of chemica thinning are believed responsible
for an above average thinning response which has reportedly reduced yield potentia significantly.
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Growers are continuing to plant new trees, maintaining the trend toward newer apple varieties, which will initidly have
lower yidds, as well as seadily removing older varieties. The newer plantings are mosily a a higher dendity whichin
the medium term will increase production per hectare. Popular new varietiesinclude Pink Lady, Lady Williams,
Sundowner, Fuji and Gala. Industry sources are concerned that the removal of older trees could exceed the planting of
newer varieties and so reduce production capacity.

Apples are produced in dl six Audraian states with the mgjority being produced in Victoriaand N.SW.

Yidd

Pogt forecasts average yieldsin CY 2001 to be dightly below the levels achieved during the previous year. The
decrease in yield is due to the heavy rains and subsequent disease outbreaks experienced in some growing regions
toward the end of CY 2000.

Theyidd from newer plantings will increase in the medium term, and thus the overal yield will continue to increase.
Consumption
General

Around haf of the Augtrdian apple crop is consumed on the domestic fresh market, with around 40 percent used for
processing and less than 10 percent exported.

Audrdia sfire blight free status was chalenged during 1996-97 by the discovery of fire blight on ornamenta treesin
the botanic gardens in Melbourne and South Audtrdia. This prompted other states to quarantine the movement of
apples and apple trees from these States. After further testing these bans were lifted. Further evidence of the disease
has so far not been detected.

Prices
Concerns of increasing suppliesin CY 1999 forcing prices down were redized. Prices have generadly remained flat in

the latter half of 1999 and throughout CY 2000. Competition from chegper dternatives such as bananas has placed
further pressure on prices.

UNCLASSFIED Foreign Agricultural ServicelUSDA
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Crop Area

The composition of the Australian gpple crop area continues to change due to the reduction in plantings of older
varieties and asharp increase in plantings of new varieties. The newer varieties bear earlier and are targeted toward
the higher price end of the domestic market and also the export market. There are clear differences between states
with Victorian plantings far in excess of removaswith an overdl trend exists toward newer varieties. In NSW
however, anecdotal evidence suggests that removals could be far inexcess of plantings. Post forecasts a dight decrease
in both planted area and tree numbersfor CY 2001.

Western Audrdian growers have a consderable interest in the Lady Williams variety and its derivatives, Sundowner
and Pink Lady. Queendand is unique in its dependence on the ordinary Delicious as amgor variety. In New South
Wades and Victoria, Red Ddlicious are very popular, however Victoriais fill predominantly the Granny Smith variety.
Older varietiesin Tasmaniaare rapidly giving way to the better strains of Red Ddlicious and Red Fuji. South Austraian
production is dominated by Red Ddicious, Jonathon and Granny Smith with a strong increase in plantings of the newer
varieties Fuji and Gada.

Inputs

Australian apple producers are increasing the use of Integrated Pest Management (IPM) Strategies in an attempt to
diminish thelr rdiance on chemicd input. The Audtrdian Horticultural Corporation (AHC) is using thisto build a hedthy
image of fruit consumption in order to lift demand.

Crop Quality

Apparent consumption of applesin Audtrdiafel from 16.6 kg/head/year in 1989/90 to 12.3 kg/head/year in 1995-96.
Consumption is estimated at 14.7kg/capitain 1997/98 and 15.3 kg/capita 1998/99. Industry sources have stated that
alack of availability on the domestic market, exacerbated by poorer quality fruit being sold on the fresh market has
contributed to the long term stagnation in gpple consumption.

UNCLASSFIED Foreign Agricultural ServicelUSDA
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Trade
|Export Trade Matrix
|Country Audrdia
ICommodity |Fresh

Apples
Time period Ca Yr junits MT
[Exportsfor: 1999 2000
lus oju.s. 0
|Others Others
IMadaysa 8516}Ssingapore 6595
Singapore 5715Mdaysa 4850
Si Lanka 2515[Hong Kong 2535
[United Kingdom 2179)indonesia 2490
Taiwan 1823|New Zedand 1032
|Hong Kong 980|Canada 751
[Papua New Guinea 678|The Netherlands 324
[Bangladesh 604Brunei 244
Indonesia 587)india 174
[Colombia 574]New Caedonia 161
Total for Others 24171 19156
|Others not Listed 2231 739
|Grand Total 26402 19895
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Note: Figures for 2000 are for the period January-October.
General

Industry sources believe that the apple and pear market world wide is over supplied. The abundance of apples on
export markets together with firm domestic prices has reduced the incentive to export, with exports estimated to have
fdlen againin CY 2000.

A low Ausgtrdian dollar combined with the recovery of the Asan economy has partidly congrained fdls in the estimated
levels of exports. However, asmaler crop combined with the poorer keeping quality of fruit produced in some
regions, has effectively reduced the quantity of fruit suitable for export.

For the period January to October 2000, significant advances were made in markets such as Singapore, Hong Kong
and Indonesa. However, sgnificant falls were recorded in the UK, Taiwan and Sri Lanka. Indusiry sources are
concerned that Audtraian gpple exports may be tending away from the more premium high qudity markets and toward
the lower qudity "commodity” markets.

Despite the economic problems in Asan markets, sales to South East Asan markets again dominated total exports
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during 1999. Figuresfor thefirst 10 months of 2000 CY indicate that Asian markets make up the top four export
degtinations.

The Goulburn Vdley region in Victoriais currently the only region in Audrdiato have pre clearance status for export to
the US. However, thisyear AQIS sought “expressons of interest” to assst other regions across Audtrdiagain pre-
clearance for export to the US. This process closed in October 1999 and AQIS informed post that Tasmaniawas the
only state to register interest.  AQIS has not yet announced the outcome of this process.

Policy

The Government of Australiaimplemented a new tax system on July 1, 2000. This system replaced a range of taxes,
most importantly the wholesale sdlestax (WST), with a single Goods and Services Tax (GST) of 10 percent applying
to al goods and services with some exemptions.

One of the mgor product groups to be exempt from the GST isfood, including al fresh fruit. Convenience foods such
as confectionary that have provided an dternative to fresh fruit in the past are now subject to a 10 percent tax.

Non-tariff Barriers

Fire blight isamgor impediment to Audrdian gppleimports. Audrdiais one of the few gpple exporters without this
disease and thusis very keen to maintain this status. This status was chalenged when fire blight was found on
ornamenta treesin the botanic gardens in Mebourne and South Austradia during the 1996-97 growing season. This
prompted other states to quarantine the movement of apples and apple trees from these sates. After further testing
these bans were lifted. Regular surveys conducted since the initial outbresk are reported to have found no further
evidence of the disease.

New Zedand has been peragtent in trying to gain access to the Audtrdian fresh gpple market. All earlier requests
lodged with AQIS have been rgjected. One of the main reasons for rejection was alack of evidence demonsgtrating
that mature fruit did not carry the Fire Blight disease.
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In January 1999, New Zedland lodged another access request with AQIS on the basis of “least trade restrictive
measure." On October 11, 2000, AQIS issued adraft Import Risk Anayss (IRA) which set out the conditions under
which New Zedland apples could be imported. More than 100 responses have been submitted including the US and
New Zedand Governments. AQI'S has extended the deadline to submit comments on the draft proposa until February
28 2001, and will assess these comments before publishing the find IRA.

Industry has reacted angrily to the draft IRA and has received much attention from the media. Industry has voiced its
concern that the import requirements set out in the IRA are too liberal and would subject Augtrdian growersto
unacceptable levels of risk. Mediareports state that workers' unions are prepared to support blockades of imported

goplesif necessary.

The process of addressing access requests from the United States will not commence until the New Zedand IRA is
completed.

Export Subsidies

There are no subsidies paid by Audrdiafor the export of deciduous tree fruit.
Marketing

General

The two mgor horticultural organizations in Audtrdia are the Horticultural Research and Devel opment Corporation
(HRDC) and the Audtrdian Horticulturd Corporation (AHC). The HRDC is responsible for research and

development and the AHC isrespongble for promotiona activities. Both organizations are funded by levies paid by
growers and receive pro rata government funding for specific purposes such as research and development to a
maximum of 0.5 percent of gross vaue of production. In 1998/99, the tota amount of government funding was A$15.2
million.

The Audraian Federd Government has reviewed the legidation pertaining to these bodies and with industry support
has begun merging both organizations into one.

Horticulture Augtrdia Ltd. (HAL) is the new organization that will replace the AHC and HRDC as of January 1, 2000.
It will be established under corporations law as a not-for-persona-profit company in accordance with the
Memorandum of Understanding (MOU) signed by 26 industry organizations. The focus of the new company will be
the continued marketing and promotion of horticulturd products in both domestic and export markets as well asto
exploit the opportunities for uptake and commercidization of new technology.

Sources indicate that industry is supportive of thisinitiative asit alows for flexibility between indudtries.
Competitive Activities

Between April and October 2000, the AHC conducted apple and pear sampling campaigns (in store demonstrations)
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covering al the mgjor supermarket chains. The demonstrations covered 310 stores and reached 55,000 consumersin
an effort to raise consumer awareness of the different varieties of apples and pears now available. The demondrations
focused on both fresh cuts and recipes for cooking and industry reports positive responses to the campaigns.

Apples are the second largest fresh produce product at retail. Bananas are the largest, and low banana prices have
provided competition for gpples in the market place. Asaresult, the apple industry has engaged an advertising agency
torun TV campaignsin an effort to lift consumption. This agency has in the past successtully advertised other
agricultural commodities such as milk. The new campaign will run for three years. It will include billboards, bus-backs
aswell astargeted variety campaigns supported by retailersin a co-operative agpproach. It has been nine years since
the last TV campaign which successfully improved the image of apples lifting domegtic sdesto A$23 million.

Apple and pear exports continued to receive support though the Audtralia Fresh program. A new initiative is under
way in Maaysa (Retail Support Service) aming to maximize the shelf space enjoyed by Austradian apples and pears
while maintaining qudity. If successful, the scheme will be expanded to include other markets.

The AHC's mgjor revenue is sourced from grower levies on produce sold. The AHC does not supply funds for export
subgdies.

UNCLASSFIED Foreign Agricultural ServicelUSDA
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Fresh Pears
Production
|PsD Table
|Country Audrdia
|Commouiity IFresh Pears (HA)(1000 TREES)(MT)
Revised 1998] Prdiminary 1999] Forecast 2000
Old New Old New Oold New
Market Y ear Begin 01/1999 01/2000 01/2001
Area Planted ] 0 0 0 0 0 0
Area Harvested 0 0 0 0 0 0
[Bearing Trees 1900 1900 1950 1950 0 1950
INon-Bearing Trees 500 500 550 550 0 550
Total Trees 2400 2400 2500 2500 0 2500
ICommercia Production 178900 178900 170000 170000 0 180000
INon-Comm. Production 0 0 0 0 0 0
TOTAL Production 178900 178900 170000 170000 0 180000
TOTAL Imports 355 1240 350 1488 0 1500
TOTAL SUPPLY 179255 180140 170350 171488 0 181500
IDomestic Fresh Consump 84354 84935 77400 77400 0 75000
|Exports, Fresh Only 14000 14304 14000 20000 0 22000
|For Processing 80901 80901 78950 74088 0 84500
Withdrawal From Market 0 0 0 0 0 0
TOTAL UTILIZATION 179255 180140 170350 171488 0 181500
General

Pear production for CY 2000 was estimated to be five percent lower than the previous year a 170 TMT dueto dightly
lower yields.

In recent years tree numbers were reduced in N.SW. due to the remova of older canning varieties following the
closure of the Letona cannery. Theloss of traditiond variety trees has been more than compensated for by the increase
in the number of Nashi pear trees planted and an increase in new higher dengity plantings of newer pear varieties which
bear earlier. Many of these varieties are aimed at the domestic fresh and higher qudity export market.

The 2001 pear crop isforecast to be around five percent larger than the estimated 2000 crop. Widespread rains
throughout Victoriatoward the end of CY 2000 may have created production problems. Whether or not this has
restricted yield potentid remains to be seen.
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Crop Quality

Around 85 percent of Audrdian pears are grown in Victoria. The varieties of pears grown include Bartlett (around 50
percent), Packham (around 35 percent), with Beurre Bosc, Nashi and Josephine making up the difference.

Cross Commodity Developments

Increased production of Nashi pears will continue to provide extra competition for traditiona Austrdian pear varieties
on the domestic fresh fruit market. The maority of Nashi trees are relatively young and till increasing in production.
Thus overdl production of Nashi pearsis reportedly continuing to increase steedily. The Audrdian Nashi fruit industry
has attempted to maintain part of the fruits premium image, rather than competing directly with traditiona pears. Nashi
pears now account for around seven percent of pear production.

Utilization Patterns

Around 40 percent of the Austrdian pear crop is consumed on the domestic fresh market, with around 45 percent
being used for processing and the remaining 15 percent being exported.

Consumption
Prices

Average returns to pear growers are estimated to have been strong during 1999 due to the smaller domestic crop.
However post has received mixed reports for pear pricesin CY 2000.
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Trade

Export Trade

Matrix

|Country Audrdia

[Commoxity IFresh Pears

Time period Ca Yr junits MT
[Exportsfor: 1999 2000
lus oju.s. 0
[Others Others

Singapore 4184)Singapore 6595
|Hong Kong 3161Mdaysa 4850
[Maaysa 2561|Hong Kong 2535
[New Zedand 1350]indonesia_ 2490
Indonesia 1198|New Zedand 1032
|Canada 399|Canada 751
[Brune 253|The Netherlands 324
[Fiji 187|Brune 244
Tawan 153findia 174
UAE 131|New Caedonia 161
Total for Others 13577 19156
|Others not Listed 727 739
|Grand Total 14304 19895

Note: Figures for 2000 are for the period January-October.
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Import Trade

Matrix

|Country Audraia

ICommodity JFresh Pears

Time period Ca Yr |Units MT
Importsfor: 1999 2000
[U.S. oJu.s. 2
|Others Others

[china 1117|china 316
Singapore 108}Singapore 91
[Rep. of Korea 15|Rep. of Korea 6
Total for Others 1240 413
[Others not Listed 1 0
|Grand Total 1241 415

Note: Figures for 2000 are for the period January-October.

General

Post estimates exports of pears to have increased by nearly 40 percent for CY 2000. Exportsfor the first 10 months
of CY 2000 totaled 19,895 MT, compared with 13,607 MT for the same period the year before, an increase of
around 46 percent. Industry sources however indicate that supplies of pears suitable for export diminished significantly
toward the end of CY 2000.

Subgtantia increases in exports for the January to October 2000 partid year were recorded for Singapore, Malaysa

and Indonesia. Exports to Hong Kong however fell substantidly for this period.

UNCLASSFIED

Foreign Agricultural ServicelUSDA



GAIN Report #AS1001 Page 13 of 13

Marketing
General

The AHC continues to work with horticultura industries to improve quadity management throughout the production
chain. Thisincludes the introduction of the Austrdlian Horticulture Qudity Certification Scheme (AHQCYS), aqudity
certification scheme which provides formd recognition of businesses with quaity management systems conforming to
the requirements of an internationally accepted qudity systems standard. Some gpple and pear packing sheds have
achieved thislevel and a number of others are progressing to thislevel. This schemeis designed to achieve a consgtent,
more acceptable product that also meetsthe criteria of the larger retallers. Thisis particularly important in the export

pear indudtry.
Competitive Activities

During the 2000 season the AHC has continued to target markets that are considered to be economically sound in Asa
and Europe.

The AHC has used the “Audrdia Fresh” scheme as an integrd part of export promotion in Asan markets. Audtrdia
Fresh is an umbrella brand and promotiona support program with the sole aim of creating a preference for Audtraian
fruit and vegetables in export markets (see Apples, Competitive Activities).

Policy

General

Fire blight is the mgor impediment to U.S. pear exportsto the Australian market. For further information see the
Commodity Outlook, Policy, section for fresh apples.

Export Subsidies

The GOA discontinued the Apple and Pear underwriting schemein 1990. This decison came after the GOA accepted
the findings and recommendations of the Industry Commission report on Apples and Pears.
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