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Cattle and Swine Sectors
Cattle and Beef Domestic M arket

Expectations for domestic supply and demand of beef are little changed from the last report.  1n 2002
the growth in cattle numbers and beef production is expected to be near or dightly lower than in
previous years. The strongest growth will bein dairy cattle which will likely account as in the recent
past for 2/3 or more of current growth. Uncertainty over the future course of feed prices (discussed
below) isaconcern, but of course not as great as for swine and poultry.

The Chinese economy is bucking the current worldwide trend and showing strong economic growth in
2002. So demand has more than kept pace with supply. Prices are currently 5-10 percent above year
ago leveds.  Although therewill likely be some movement in the very high-end table cuts market, strongest
growth in demand will beinfast food, low end cuts (chuck roll and short platefor Chinese*hot pot”), and
offd. Fast food demand will continue to be supplied dmost completely domestically, but good demand
will exigt for importsof low-end cuts and offdl.

Swine and Pork Domestic M ar ket

Demand for pork in Chinais holding firm . National average pork prices year on year are steady but this
comes at aperiod of dight deflation in overdl Chinese prices. The Chinese economy, with good domestic
demand growth, ismaintaining strong GDP growth of about 8 percent. Thisshould trandateinto continued
good demand for pork through 2002. So far Chinese domestic producers have been able to supply
domestic muscle meat demand in Chinaand this will hold true for the foreseeable future. What shows up
inthe PSD gatigticsasmuscle meat importsisprimarily pigs feet, which the Chinese datistics (and it seems
at timesU.S. gatigtics) lump into the sametariff category ashamsand shoulders. The demand for feet and
other imported offal should remain strong in 2002 but as noted in the trade section, other problems may
congtrain import growth.

On the supply side, swine farmers have seen an improvement in feed prices as corn prices and protein
mesdl prices have falen over the last severa months.  If it continues, this could prompt greeater increases
ininventories and pork production in 2002 than had been previoudy expected. However the path of feed
pricesover therest of 2002 isnot a dl clear. Anticipation of the effects of China s December WTO entry
is probably one of the reasons for the price drop. China how needs to stop corn export subsidies and
alow more imports of corn through a new Tariff Rate Quota. However, the Government is alowing
subsidized exportsto continue on old contracts. The Government gpparently is saying these exports must
ceasein March but the delay is taking up to amillion tons off the market. Further the TRQ alocations will
only be announced March 5, 3 months behind schedule. And it is quite possible that the Government will
work within the rules to minimize TRQ importsin 2002. Uncertainty also surrounds the sze of nationa
corn stocks. In line with lower prices, Government sources still appear confident that nationd stocks
reman more than ample for current needs, but many traders are not so sure. They fed that the Chinese
may find themsdves serioudy short later in the marketing year which would push up feed prices with or
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without imports

Findly, new regulaionscovering theimport and labeling of GM O commoditiescould serioudy hurtimports
of both corn and soybeans.  The regulations come into force March 20, and require a specid safety
certification for dl GMO imports. This certification processis an involved one and traders have stopped
sgning contracts for new soybean imports (which dl carry asignificant GMO component)to be ddlivered
after March 20. The certification process will be needed for corn aswel. With al this uncertainty, the
potentid for sgnificant increases in feed pricesis great. Post expects continued caution in the swine
industry to dampen 2002 growth in pig inventories and pork production despite current low prices.

Pork and Beef Imports

Officidly reported beef and pork imports in 2001 fell as compared to 2002. As noted above demand
growth appearsto be good, however, stricter quarantine and customs enforcement appearsto be keeping
this demand growth from showing up in higher import atistics. Earlier in the year, concerns about both
BSE and foot and mouth disease in Europe prompted tighter restrictions particularly on products coming
from Europe and South Americd. More recently quarantine officids have sopped individua shipments
for food safety reasons. However beyond these hedth restrictions, thetradeisnoting stricter enforcement
of documentation across the board.

Although no one argues with the Chinese Government’ s right and need to reduce illega meet imports.
Trading partners are questioning the vaidity of the restrictionsin some cases. Although the United States
meet hasfairly easy access on paper, al other countriesface a lengthy plant by plant inspection procedure
which continues to severdy limit how much these other countries’ meat can legdly enter China s retall
market. Beyond this, quarantine officids have rgjected pork offd from Europe and Canada and poultry
mest from the United States based on zero tolerance levelsfor E. Coli and Salmonella. In these casesthe
zerotolerance doesnot conformwith accepted international standards. For each casewhere bacteriawere
found, China has indefinitely banned further imports fromthe plantsinvolved. There are now over twenty
banned plants—two (both for poultry) in the United States. China dso has indtituted indefinite bans on
poultry and poultry products from the U.S. states of Connecticut and Pennsylvania. This was after the
possible finding of low-pathogenic Avian Influenzain thetwo sates. Again, dthough it mimicsacomplete
ban on U..S. poultry product in Japan, this is not in conformance with internationd practice. The United
States has formaly complained about China s non-conformance with normal practicein al caseswhere
U.S. producers are involved.

To some extent, these increased retrictions are only leading to increasesinillegd trade.  For example,
the sharp drop in U.S. beef exports that shows up in officid Chinese data for the past 12 months is not
consstent with the exports reported from the United States. In fact U.S. numbers show adight increase
year on year for 2001.

Theincreased surveillance dso means importsare switched from one country to another. To besuresome
countries have gained from increased regtrictions on others. U.S. pork offa exports have definitely
increased sharply. However, the practice of switching packaging and documentation on meet shipments
from banned countries in Europe and South America has dso become a common problem. The United
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Statesis the most common country faked in this switch and it gppearsto occur most commonly for offal.

Officid Chinese records show nearly 80 percent more U.S. beef offa pork (i.e pigsfeet) and pork offd
importsto themainland than the corresponding U.S. gatistics show was exported to China and Hong
Kong combined. This fraudulent re-packaging occurs primarily in Hong Kong. Recent complaints by
PRC officids have lead to some dricter enforcement but Hong Kong officids gpparently have limited
resources to tackle the problem.

With dl this turmoail in the Chinese meat import market, it is difficult to predict officid (let done actud)
numbers for imports. Aspart of WTO entry, tariffs have dropped. Pork, pork offal and beef offa tariffs
have dl fdlen from 20 to 15.2 percent in 2002. Beef muscle meat tariffs have falen from 39 to 25.2
percent. At the same time the Government has lowered 2002 VAT rates for pork and beef from 17
percent to 13 percent. However tariffsaready began dropping in 2001 for beef and priceswere generdly
lower, dill importstel by government numbers. Although thetariff and VAT cutsarein thelong term good
for trade, most everyonein theindustry discountstheir impact in 2002, because the Chinese Government
has given every indication thet it will continue its tighter controls on imports. To the extent restriction are
unsupportable scientificaly (as with the zero tolerance for E.Coli and Salmond|a) they will unduly restrict
trade and create friction with trading partners.

Pork and Beef Exports

Most of Chind sexport prospectsin 2002 remain little changed from our last report. Chinahassmdl and
largely Static beef exports. Because of disease problemsin China, raw pork, though having potentid, has
beenrestricted largely to Hong Kong. Processed products have greater accessto nearby Asian countries.
Tak continues of establishing disease-free regionsin Chinato help exports, but few concrete actions have
yet been taken.

One positive development should continue to hep Chinese pork exportsin 2002. Midway through last
year, Russadecided it was no longer necessary to ban Chinese pork imports because of disease concerns.
This accounts for nearly dl of the 40,000 ton (CWE) increase in China s pork exportsin 2001. Asthis
increase came modtly in the last haf of 2001 another 30,000 MT (CWE) increase can be expected in
officdd gatisticsfor 2002. To an extent thismay be only legitimizing atrade that dready existed. However,
in the long run this normalization of the trade with the Russian market should be a boon to Chinese swine
producers.
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Tables
PSD Table
Country China,

Peoples

Republic of
Commodity Animd (1000

Numbers, HEAD)

Catle

Revised 2000| Preliminary 2001] Forecast 2002
Old New Old New Old New
Market Y ear Begin 01/2000 01/2001 01/2002

Totd Cattle Beg. Stks 126983 126983 128663 128663 130300 130300
Dairy Cows Beg. Stocks 4600 4600 5200 5200 6200 6200
Beef Cows Beg. Stocks 60000 60000 60000 60000 60000 60000
Production (Calf Crop) 41823 41823 44301 44301 45564 45564
Intra EC Imports 0 0 0 0 0 0
Other Imports 1 1 1 1 1 1
TOTAL Imports 1 1 1 1 1 1
TOTAL SUPPLY 168807 168807 172965 172965 175865 175865
Intra EC Exports 0 0 0 0 0 0
Other Exports 65 65 65 65 65 65
TOTAL Exports 65 65 65 65 65 65
Cow Saughter 0 0 0 0 0 0
Cdf Saughter 0 0 0 0 0 0
Other Saughter 39648 39648 41700 41700 43700 43700
Tota Saughter 39648 39648 41700 41700 43700 43700
Loss 431 431 900 900 500 500
Ending Inventories 128663 128663 130300 130300 131600 131600
TOTAL DISTRIBUTION 168807 168807 172965 172965 175865 175865
Caendar Yr. Imp. from U.S. 0 0 0 0 0 0
Caendar Yr. Exp. to U.S. 0 0 0 0 0 0
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PSD Table
Country China, Peoples Republic of
Commodity Mest, Beef and Ved (1000 MT CWE)(1000
HEAD)
Revised 2000| Preliminary 2001| Forecast 2002
Old New Old New old New
Market Y ear Begin 01/2000 01/2001 01/2002

Saughter (Reference) 39648 39648 41700 41700 43700 43700
Beginning Stocks 0 0 0 0 0 0
Production 5328 5328 5600 5600 5880 5880
Intra EC Imports 0 0 0 0 0 0
Other Imports 9 9 9 7 10 7
TOTAL Imports 9 9 9 7 10 7
TOTAL SUPPLY 5337 5337 5609 5607 5890 5887
Intra EC Exports 0 0 0 0 0 0
Other Exports 47 47 50 52 50 50
TOTAL Exports 47 47 50 52 50 50
Human Dom. Consumption 5290 5290 5559 5555 5840 5837
Other Use, Losses 0 0 0 0 0 0
TOTAL Dom. Consumption 5290 5290 5559 5555 5840 5837
Ending Stocks 0 0 0 0 0 0
TOTAL DISTRIBUTION 5337 5337 5609 5607 5890 5887
Cdendar Yr. Imp. from U.S. 4 4 6 6 0 0
Calendar Yr. Exp. to U.S. 0 0 0 0 0 0
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PSD Table
Country China,

Peoples

Republic of
Commodity Animd (1000

Numbers, HEAD)

Swine

Revised 2000| Preliminary 2001| Forecast 2002
Old New Old New old New
Market Year Begin 01/2000 01/2001 01/2002

TOTAL Beginning Stocks 430198 430198 446815 446815 455000 455000
Sow Beginning Stocks 35500 35500 36500 36500 37250 37250
Production (Pig Crop) 546383 546383 565000 565000 575000 575000
Intra EC Imports 0 0 0 0 0 0
Other Imports 3 3 3 3 3 0
TOTAL Imports 3 3 3 3 3 0
TOTAL SUPPLY 976584 976584 1011818 1011818/ 1030003 1030000
Intra EC Exports 0 0 0 0 0 0
Other Exports 2039 2039 2000 2000 2000 2000
TOTAL Exports 2039 2039 2000 2000 2000 2000
Sow Saughter 0 0 0 0 0 0
OTHER SLAUGHTER 526730 526730 553818 553818 564000 564000
Tota Saughter 526730 526730 553818 553818 564000 564000
Loss 1000 1000 1000 1000 1003 1000
Ending Inventories 446815 446815 455000 455000 463000 463000
TOTAL DISTRIBUTION 976584 976584| 1011818 1011818 1030003| 1030000
Caendar Yr. Imp. from U.S. 0 0 0 0 0 0
Caendar Yr. Exp. to U.S. 0 0 0 0 0 0
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PSD Table
Country China, Peoples Republic of
Commodity Mest, Swine (1000 MT CWE)(1000
HEAD)
Revised 2000| Preliminary 2001| Forecast 2002
Old New Old New old New
Market Y ear Begin 01/2000 01/2001 01/2002

Saughter (Reference) 526730 526730 553818 553818 564000 564000
Beginning Stocks 0 0 0 0 0 0
Production 40314 40314 42400 42400 43200 43200
Intra EC Imports 0 0 0 0 0 0
Other Imports 177 137 120 122 140 125
TOTAL Imports 177 137 120 122 140 125
TOTAL SUPPLY 40491 40451 42520 42522 43340 43325
Intra EC Exports 0 0 0 0 0 0
Other Exports 73 73 110 110 145 140
TOTAL Exports 73 73 110 110 145 140
Human Dom. Consumption 40418 40378 42410 42412 43195 43185
Other Use, Losses 0 0 0 0 0 0
TOTAL Dom. Consumption 40418 40378 42410 42412 43195 43185
Ending Stocks 0 0 0 0 0 0
TOTAL DISTRIBUTION 40491 40451 42520 42522 43340 43325
Cdendar Yr. Imp. from U.S. 10 10 0 0 0 0
Calendar Yr. Exp. to U.S. 0 0 0 0 0 0
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CHINA RETAIL BEEF PRICES (RMB/KG, US$ 1=8.27)

2000 2001 Change 00/01
Provinces Mar| Jun| Sep| Dec| Mar| Jun| Sep| Dec Dec-Dec
NATL AVG Y [12.90/12.50]12.44/12.78|13.13)11.40|13.10|13.71 7.27%
Beijing 13.00] 12.60| 13.10{13.30{13.00| 12.20{13.60| 13.45 1.13%
Tianjin 11.00[12.40|11.50{12.40{13.54] n/a[12.00/13.80 11.29%
Hebel 12.43/12.69|12.25|11.71|12.14/ 12.11{12.72|12.75 8.88%
Shanxi 14.25|13.31]14.03]14.98|14.25| 13.62|12.74|12.79 -14.62%
Inner Mongolia  {13.00]11.88|11.81|12.09|12.25| 12.86(12.75{12.50 3.39%
Liaoning 13.15/12.82|13.18/13.63[13.89[13.79[13.92|14.10 3.45%
Jlin 12.10/12.80|13.10(12.60{13.20| 13.90|13.90| 13.80 9.52%
Heilongjiang 13.00/12.00] n/aj13.00] n/g 14.00|14.00|14.00 7.69%
Shanghai 18.00( 18.00|18.00{17.00{18.60| 18.00{13.90|18.67 9.82%
Jangu 13.50] 13.68|12.40/14.00{13.37|12.36(10.72{13.80 -1.43%
Zhgiag 16.54| 16.21|16.00|15.54|15.72| 14.92|15.33| 15.75 1.35%
Anhui 12.25/10.83|11.64|12.11{11.58| 12.00]|11.84]/12.90 6.52%
Fujian 15.67|15.66|14.31|14.88|15.48| 14.84|14.93(15.30 2.82%
Jangxi 13.1612.34|12.28|12.96(12.97| 12.50{13.21|13.59 4.86%
Shandong 11.56|12.29|12.05|12.36|12.36| 12.32/12.00|12.98 5.02%
Henan 12.09]11.74|12.23|12.16/12.30] 12.09]12.50| 12.91 6.17%
Hubel 11.22/11.24|112.00{11.38(11.89|12.18(11.90|11.78 3.51%
Hunan 13.24|12.43|11.55|12.64(12.69| 12.58|12.25|12.73 0.71%
Guangdong 16.33/16.47|16.00{16.44|17.63] 16.50({16.56/17.19 4.56%
GuangXi 12.00[11.35|11.38|{11.59| n/q11.50|{11.27(11.84 2.16%
Hainan 14.00] 13.00] 14.25|14.98|14.00| 15.50| 14.00| 15.00 0.13%
Sichuan 11.03/10.24/10.64|11.18/10.11] 10.56|10.70{11.89 6.35%
Guizhou 9.00/10.16|10.22|11.13|10.80[ 11.75(12.00{11.24 0.99%
Y unan 14.06| 14.34|13.83|13.82(14.06| 13.71|13.94|13.78 -0.29%
Tibet ng na@ na na ng na na na na
Shaanxi 12.39(12.33|12.25(12.52(12.30| 12.40|13.00{ 13.00 3.83%
Gansu 12.30/12.87|12.60/11.85/13.25| 13.30{13.30{13.63 15.02%
Qinghai 11.90/12.80|10.38/11.57(12.20, n/a/10.68|12.50 8.04%
Ningxia 13.00] 12.00|14.00]12.50{12.50] n/a|14.80|14.50 16.00%
Xinjiang 13.00[13.20|13.20| n/a[15.25 n/a[16.21|16.75 na
Chongaing 11.29 9.71)13.35{10.29(10.90/10.51(12.24/12.34 19.92%
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Source: The Minigry of Agriculture (MOA)

v The national average prices March -March 2000/2001 are based on the average price of al
the counties sdlected for sampling survey and the prices Jun-Dec are based on dl the
provinces. (f:\shared\lotus\ivatk\sheepmt\muttnprc.wk4)

CHINA RETAIL PORK PRICES (RMB/KG, US$1=8.27)

2000 2001 Change 00/01

Provinces Marl Jun| Sep| Dec| Mar| Jun 2/| Sep| Dec Jun-Jun
NATL AVG LV 9.89| 9.56/10.51{10.69(10.71| 10.04/10.81|10.60 -0.81%
Bdjing 8.07| 8.3010.25({10.35({10.00| 9.05|10.56/10.30 -0.48%
Tianjin 7.50| 9.63/12.00|{11.75(12.00 n/a|11.00{11.75 0.00%
Hebel 8.57| 9.31]10.85/10.87|10.86| 10.11]|10.62|10.37 -4.60%
Shanxi 8.38| 8.62/10.07{11.26(10.61| 8.83| 9.72|10.26 -8.88%
Inner Mongolia 8.09 7.31] 9.78(10.06{10.51| 9.79|10.00/10.55 4.87%
Liaoning 8.28| 8.75/10.02({10.59(10.19| 9.71|10.16|10.67 0.76%
Jlin 7.64) 8.07| 9.63|10.62|10.40| 9.73|10.14|11.04 3.95%
Heilongjiang 6.50, 7.40, n/a|] 9.00| 9.50| 9.00{ 9.80|10.00 11.11%
Shanghai 13.90] 13.75/14.00{14.00|14.00| 13.75[12.85|12.65 -9.64%
Jangsu 9.88| 9.6310.58(10.68(10.69| 9.95|11.03|10.26 -3.93%
Zhgiang 10.17| 9.80/10.68(11.18|10.26| 10.13|10.48|10.86 -2.86%
Anhui 10.95| 10.34| 10.90|11.27{13.04| 10.34{10.87({11.01 -2.31%
Fujian 11.70[ 11.61)11.42|11.40{11.20| 10.47|10.96/10.04 -11.93%
Jangxi 10.85| 10.66| 11.41(11.53|12.34| 10.42|12.45|11.16 -3.21%
Shandong 9.47| 9.00/10.47{10.69/10.49| 9.73|10.00|10.42 -2.53%
Henan 9.52| 9.14|10.22{10.90({10.37| 9.64|10.00| 9.78 -10.28%
Hubel 10.80] 10.43) 11.56|11.44|11.48| 11.07|17.76{11.39 -0.44%
Hunan 10.18/10.28/ 11.05|11.04|/10.71] 10.45|10.13| 9.88 -10.51%
Guangdong 12,59 12.13)12.31|11.64|12.05| 11.61|11.56|11.38 -2.23%
Guangxi 11.29111.01)10.94/10.86] n/a] 20.38|10.59|10.39 -4.33%
Hainan 13.50/ 10.33)11.75(12.28| 9.67| 9.88| 9.33| 9.75 -20.60%
Sichuan 9.59] 850 9.60| 9.68| 9.11| 9.20/10.33/10.15 4.86%
Guizhou 10.00| 9.48 9.02| 9.73| 9.33| 9.80|10.53| 9.42 -3.19%
Y unan 10.10] 9.07] 9.43| 9.54| 9.27| 8.88| 9.47|10.08 5.66%
Tibet ng n@ na na na nana |na |[na

Shaanxi 10.41] 7.70] 9.26| 8.63| 9.23| 9.07{10.13|11.13 28.97%
Gansu 8.18| 8.48/11.06(/10.58(10.69| 10.84|10.85|10.88 2.84%
Qinghai 10.80] 10.50] 11.25|11.96(12.17 na11.75|12.31 2.93%
Ningxia 8.00| 6.07/10.00( 7.90| 7.40 na 7.12| 7.20 -8.86%
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Xinjiang

9.00

9.80

9.80

n/al

11.75

n/a

13.07

12.86|n/a

Chongaing

9.57

9.04

9.40

9.63

10.08

9.37

11.00

10.17

5.61%

Source: The Minigry of Agriculture (MOA)
v The national average prices March -March 2000/2001 are based on the average price of al

the counties selected for sampling survey and the prices Jun-Dec are based on al the provinces.
(f:\shared\l otus\lvatk\sheepmt\muttnprc.wk4)

CHINA RETAIL HOG PRICES (RMB/KG, US$1=8.27)
2000 2001 Change 00/01

PROVINCE Mar| Jun| Sep| Deci Mar| Jun Sep| Dec Dec-Dec
AVERAGE V 5.67| 5.45| 6.03| 6.11] 6.24] 5.08| 6.27| 6.28 2.86%
Bdjing 5.87| 6.40| 6.80| 7.35/ 7.60] 6.60| 7.08 6.50 -11.56%
Tianjin 555/ 5.88| 6.85| 7.03| 7.60|n/a 6.43| 6.45 -8.25%
Hebei 4.86| 5.25| 5.75| 6.27] 5.99 5.67| 5.95 5.75 -8.29%
Shanxi 4.84| 4.96| 6.09] 6.52 6.05 5.38| 6.30] 6.34 -2.76%
Inner Mongolia | 5.96| 5.17| 6.40| 6.30] 6.34] 6.20] 6.33] 6.76 7.30%
Lisoning 4.74| 5.04| 5.78| 6.00, 6.07| 5.45| 5.97| 6.31 5.17%
Jlin 4.60[ 4.80] 5.58| 6.26] 6.03] 5.45| 5.98 6.54 4.47%
Hellongjiang 4,20/ 420 n/a 5.00] 6.50, 5.80| 6.00] 6.20 24.00%
Shanghai 6.80] 6.98] 7.80| 7.35/ 7.38 7.15| 6.90] 7.10 -3.40%
Jangsu 5.28| 4.88| 5.73| 5.72| 5.77| 5.13| 6.85 5.46 -4.55%
Zhdiang 6.15| 5.76| 6.44| 6.77| 6.72| 597 6.35 6.32 -6.65%
Anhui 6.03| 5.65| 6.00| 6.43] 6.26| 5.80| 6.04] 5.88 -8.55%
Fujian 7.11| 7.23| 7.40| 7.38 7.11] 6.67| 6.64/ 6.58 -10.84%
Jangxi 6.14| 6.13| 6.50| 6.55| 6.65| 6.10| 6.14| 6.06 -7.48%
Shandong 5.28| 5.28| 5.84| 5.96| 580 5.28| 5.80, 5.86 -1.68%
Henan 5.34| 5.17| 5.65| 6.09] 5.93] 540| 5.62 5.52 -9.36%
Hubei 5.62| 555/ 6.04| 5.01] 6.00] 5.70| 5.73] 5.76 14.97%
Hunan 598| 591| 6.40| 6.43] 6.23] 5.99| 6.03 5.99 -6.84%
Guangdong 7.33| 7.08| 7.30| 7.49 7.98 7.13| 7.00] 6.88 -8.14%
Guangxi 6.06] 5.89] 5.94| 6.02] n/a 546| 559 5.61 -6.81%
Hainan 9.50| 8.07| 8.78| 8.63| 7.77| 7.45| 7.10] 7.38 -14.48%
Sichuan 5.15| 4.40| 5.15| 5.27| 5.27] 5.13| 5.67] 5.85 11.01%
Guizhou 4.80( 5.70| 591| 5.99 5.67| 5.93| 5.80, 5.82 -2.84%
Y unan 5.85| 5.39| 5.56| 544 5.19 481| 541 584 7.35%
Tibet nag na na nd nana |na na |[na

Shaanxi 5.22| 4.37| 5.46| 550/ 555 547 5.95 6.07 10.36%
Gansu 479 4.89| 6.20| 6.11] 6.15 6.38| 6.53 6.48 6.06%
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Qinghai 5.92| 5.67| 6.32| 7.06] 7.90|n/a 9.00] 8.00 13.31%
Ningxia 4.00] 5.00] 6.00] 6.40] 6.00|n/a 6.16| 6.20 -3.12%
Xinjiang 6.50| 6.00| 6.00f n/g 7.56|na 6.80 7.60|n/a

Chongging 5.34| 4.35] 5.06] 5.07] 5.14] 489 5.09 544 7.30%

Source: The Minigry of Agriculture (MOA)
1/ The national average prices March -March 2000/2001 are based on the average price of al the
counties sdlected for sampling survey and the prices Jun-Dec are based on dl the

provinces.(f:\shared\l otus\lvstk\sheepmt\muttnprc.wk4)

CHINA RETAIL PIGLET PRICES (RMB/KG, US$1=8.27)

2000 2001 Change 00/01
PROVINCES Mar| Jun] Sep| Decf Mar] Jun| Sep| Dec Dec-Dec
AVERAGE V 7.52| 7.66| 8.37| 8.33| 9.54| 7.87| 858| 8.77 5.23%
Bdijing 6.37| 6.70] 7.10| 7.63| 5.00] 8.30| 7.36| 8.80 15.33%
Tianjin 8.80| 8.95/10.00{10.40[ 9.62] n/a|] 8.87| 7.00 -32.69%
Hebei 6.69| 7.80| 7.70| 7.91] 7.60] 7.64| 7.96| 6.85 -13.40%
Shanxi 7.25| 9.17| 9.83|10.33| 13.05 7.67| 9.89(10.22 -1.06%
Inner Mongolia | 9.50[10.62|11.10|10.63] 15.20/12.89| 9.00{12.50 17.59%
Lisoning 6.44| 8.40| 8.09| 855/ 9.80, 7.75| 8.35| 8.15 -4.68%
Jlin 8.49| 7.23| 7.44| 7.34] 8.44| 8.10| 7.87| 8.42 14.71%
Heilongjiang 4,00 500 n/a 550 6.30] 7.40| 7.50| 8.00 45.45%
Shanghai 7.58| 8.20[ 9.18| 9.00 9.20| 9.05| 8.95| 9.00 0.00%
Jangsu 5.90| 5.83| 6.90| 5.68 6.23| 5.44| 6.31| 557 -1.94%
Zhdgiang 6.73| 7.03| 7.82| 6.77] 7.49 7.18| 7.13| 6.62 -2.22%
Anhui 857| 7.53| 7.44| 849 7.98 7.13| 8.16| 7.08 -16.61%
Fujian 8.29| 8.95/11.98| 8.95 8.80| 7.96| 8.28| 9.08 1.45%
Jangxi 7.94| 9.35[10.02| 9.15 9.85( 8.74| 8.70| 7.48 -18.25%
Shandong 6.01| 6.29| 6.90| 6.76| 6.41 5.90| 7.20| 6.33 -6.36%
Henan 7.84| 8.17| 9.54| 8.65 8.82| 7.25| 7.73| 7.47 -13.64%
Hubei 9.54| 8.54(/10.26|10.59( 12.26|10.43|10.31| 9.44 -10.86%
Hunan 7.89] 9.36[10.83|10.35/ 10.63] 9.98| 9.68| 9.05 -12.56%
Guangdong 8.31| 8.86| 9.06| 8.91] 8.92] 857| 7.99| 7.81 -12.35%
Guangxi 6.95| 7.79| 8.23| 7.33] n/a 6.56| 6.91| 5.77 -21.28%
Hainan 10.25 9.33(/10.23|10.43| 8.63] 8.93| 7.13| 8.58 -17.74%
Sichuan 6.82| 5.44| 6.27| 6.48] 7.21] 6.95| 7.51| 7.53 16.20%
Guizhou 6.40| 5.20| 6.33| 6.85 6.97| 6.15| 6.63| 7.17 4.67%
Y unan 8.65| 7.45| 7.15| 8.06] 8.04] 7.13| 7.21| 8.05 -0.12%
Tibet nag na na nd na nana |na n/al
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Shaanxi 6.01] 6.53| 7.05] 7.9810.04] 9.92/10.52| 9.00 12.78%
Gansu 8.36| 8.28| 9.83|10.24] 11.42/12.32|12.00|11.63 13.57%
Qinghai 8.20| 8.03| 8.36| 9.64{11.38 n/a|10.50|11.67 21.06%
Ningxia 10.00/ 8.00[{12.00{11.50| 13.50] n/a|15.80|16.50 43.48%
Xinjiang 9.80/10.00{10.00] n/g 12.07| n/a] 8.71|14.50 na
Chongaing 7.64| 5.58| 6.44| 7.11] 7.68 7.06| 7.32| 7.71 8.44%

Source: The Minigtry of Agriculture (MOA)

1/ The national average prices March -March 2000/2001 are based on the average price of al
the counties sdlected for sampling survey and the prices Jun-Dec are based on dl the
provinces. (f:\shared\lotus\lvstk\sheepmt\muttnpre.wk4)

Chinds Beef Imports by Origin

(Metric Tons)

SOURCE 1998 1999 2000 2001
United States 788 1,426 3,067 1,848
Augrdia 2,616 2,703 2,627 1,802
New Zedand 137 274 487 114
Others 7 151 172 4
TOTAL 3,548 4,554 6,353 3,768
Source: China Customs

HS Codes: 0201.1000, 0201.2000, 0201.3000, 2002.1000, 2002.2000, 2002.3000
(f\shared\lotus\ivak\fcfbfim.wkd4)

Chinds Beef Offd Imports by Origin

(Metric Tons on Production Base)

SOURCE 1999 2000 2001
United States 10,505 10,362 19,528
Audrdia 2,410 9,385 5,672
Canada 2,154 1,138 3,252
New Zedand 2,168 9,506 2,824
Others 2,368 1,528 1,092
TOTAL 19,605 31,919 32,368
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Source: China Customs

HS Codes: 0201.1000, 0201.2000, 0201.3000, 0202.1000,
0202.2000, 0202.3000

(f\shared\lotus\lvstk\bf of fal.wka4)
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Chinas Pork Imports by Origin

(Metric Tons)

Country 1998 1999 2000 2001
United States 7,746 8,207 23,225 39,558
Canada 2,341 12,826 25,535 22,207
Denmark 1,325 12,148 32,355 17,731
Bdgium 0 978 1,515 6,731
Netherlands 0 12,152 38,351 3,527
France 1,323 1,858 3,005 2,400
United Kingdom 1,652 9,158 10,627 95
Others 1,402 1,094 1,527 2,025
TOTAL 15,789 58,421 136,140 94,274
Source: China Statistics

HS Codes: 0203.1110, 0203.1190, 0203.1200, 0203.1900, 0203.2110,
0203.2190,

0203.2200 and 0203.2900

(f:\shared\l otus\lvstk\swinepk\fcfpkimp.wk4)

Chinas Pork Offd Imports by Origin

(Metric Tons on Production Base)

SOURCE 1999 2000 2001

United States 36,109 44,214 39,944

Denmark 13,402 15,068 25,446

Canada 7,233 10,936 20,734

Netherlands 7,026 18,905 8,949

Bdgium 1,510 1,640 7,447

France 2,346 5,692 3,823

United Kingdom 3,981 3,689 51

Others 2,095 982 3,248

TOTAL 73,702 101,126 109,642
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Source: China Customs
HS Codes; 0206.3000, 0206.4100, 0206.4900
(f:\shared\lotus\lvstk\pkoffal .wk4)

U.S. EXPORTS OF BEEF, BEEF OFFAL, PORK AND PORK OFFAL TO CHINA
(December of preceding year through November, Metric Tons)

1999 2000 2001
BEEF
China 2,686 3,370 3,545
Hong Kong 10,580 12,686 12,212
TOTAL 13,265 16,056 15,757
BEEF OFFAL
China 2,445 5,479 3,372
Hong Kong 7,249 13,686 8,887
TOTAL 9,694 19,165 12,259
PORK
China 2,896 3,149 5,162
Hong Kong 13,730 14,851 7,879
TOTAL 16,626 18,000 13,041
PORK OFFAL
China 646 871 6,609
Hong Kong 16,052 13,649 23,696
TOTAL 16,698 14,520 30,305
Source: FAS, USDA
f:\shared\lotus\vatk\mestoffl
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Tariffs on Cattle and Bedf, Effective January 1, 2002
Effective
Generd MFN V.A.T. Rate
(mfnt+vat)
Cattle, Breeding 0102.1000 0% 0% 13% 13.0%
Cattle, Other 0102.9000 30% 10% 13% 24.3%
Besf, Fresh or chilled
carcass & half-carcass  [0201.1000 70% 30%| 13% 46.9%
other cutswithbones  [0201.2000 70% 25.2%| 13% 41.5%
bondess 0201.3000 70% 25.2%| 13% 41.5%
Beef, Frozen
carcass & half-carcass  |0202.1000 70% 33% 13% 50.3%
other cuts with bones 0202.2000 70% 25.2% 13% 41.5%
bondess 0202.3000 70% 25.2% 13% 41.5%
Source: China Customs
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Tariffs on Hogs and Pork, Effective
January 1, 2002

Effective
Gened| MFN | V.AT. Rate
(mfn+vat)
Swine, Breeding 0103.1000 0% 0% 13% 13.0%
Swine, Other 0103.9110 50% 10% 13% 24.3%
0103.9120
0103.9200
Pork, Fresh or Chilled
sucking pig 0203.1110 70% 20% 13% 35.6%
other 0203.1190
hams, shoulders and cuts thereof, 0203.1200
with bones
other 0203.1900
Pork, Frozen
sucking pig 0203.2110 70% 15.2% 13% 30.2%
other 0203.2190
hams, shoulders and cuts thereof, 0203.2200
with bones
0203.2900

Source: China Customs
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Taiffs on Beef, Offd Effective January 1, 2002
Effective
Genera MFEN V.AT. Rate
(mfnt+vat)
Beef Offd  10206.1000 70% 15.2% 13% 30.2%
0206.2100
0206.2200
0206.2900
Source: China Customs
Tariffson Pork Offd Effective January 1, 2002
Effective
Genera MEN V.AT. Rate
(mfn+vat)
Pork Offd 0206.3000 70% 20.0% 13% 35.6%
0206.4100 70% 20.0% 13% 35.6%
0206.4900 70% 15.2% 13% 30.2%

Source: China Customs
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Sheep and Goat Sector
Consumption and Production

Nationa prices for sheep and goat mesat by the end of 2001 were up by 10.7% over the same period of
2000. Increasing demand, smdler inventory increases due to naturd disasters, large exports in the last
quarter of 2001, aswell asincreased consumption in winter time prompted the pricerise. Pricesin 2002
are expected to grow dightly. Good margins should lead to acontinued steady growth in sheep and goat
inventories and mesat production in 2002 and for the next couple of years.

Inner Mongoliawhich accountsfor over 12% of Chind stota sheep and goat inventory saw both inventory
and meat production drop for the first timein 16 years. Xinjiang's sheep and goat production was aso
anemic. A severe winter at the beginning of 2001 and serious droughts throughout the year hurt both
provinces. However, sheep and goat inventoriesand mest production increased in other provincesto push
the overdl figure positive. This growth is expected to continue in 2002 and beyond at a moderate rate.

Goat inventories are growing fagter than those of sheep. Currently, sheep and goat mest production only
takes 4.7% of China stotal mest production, dightly up from before. The proportion will go upinthelong
term as consumers are gradudly diversifying from traditionaly dominant pork. Higher quaity-cuts will
become more popular as consumers' income grows. Chinese consumers more and more are considering
sheep and goat mesat "hedthy” food, epecidly after recent findings of illegd additivesin swine feed.

The biggest bottlenecks for sheep and goat development are water supply and good forage.
Desertification in the West and Northwest are big problems. In Inner Mongolia, threatened aress have
increased to 38.6 million hectares, accounting for 36.8% of total grasdand in the province. Y ear onyear
over grazing has contributed to the problem and the Government is pushing to reduce sheep and goat
numbersin these aress.

Trade

Unlike pork and beef, imports of sheep and goat mesat saw sirong growth in 2001. They increased more
than 38% from the previous year. Internationa sheep and goat prices were much chegper than domestic
prices. Particularly promising areimports of lower value cutsto be used in Chinese"hot pot”. Importsfor
2002 and the next couple of yearswill continueto bestrong. Tradewill befurther helped by tariff cutsfor
2002. Dueto China saccession to the WTO sheep and goat meet tariffs have dropped from arange of
22-23 percent to 16.4-18.2 percent. As with pork and beef, the VAT has aso dropped from 17 to 13
percent in 2002.

Exports of sheep and goat mest in 2001 increased about 27 % over the previous year mainly due to
increased exports to Japan and Hong Kong.  Japan has become the biggest market for China sexports.
Canned and preserved mesat exports account for the preponderance of exports outside of Hong Kong.
Export increases in 2002 and the next couple of years may not be as big as 2001. Cheaper internationa
prices will make the market very competitive.
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Tables
PSD Table
Country China,

Peoples

Republic of
Commodity Animd (1000

Numbers, HEAD)

Sheep

Revised 2000| Preliminary 2001| Forecast 2002
Old New Old New old New
Market Year Begin 01/2000 01/2001 01/2002

TOTAL Beginning Stocks 271130 279258 280420 290319 0 299029
Ewes, Beginning Stocks 140000 135000 0 140000 0 143920
Production (Lamb Crop) 210000 201500 0 208000 0 212368
Intra EC Imports 0 0 0 0 0 0
Other Imports 0 3 0 1 0 1
TOTAL Imports 0 3 0 1 0 1
TOTAL SUPPLY 481130 480761 280420 498320 0 511398
Intra EC Exports 0 0 0 0 0 0
Other Exports 10 16 0 13 0 15
TOTAL Exports 10 16 0 13 0 15
Ewe Saughter 0 0 0 0 0 0
Lamb Saughter 0 0 0 0 0 0
Other Saughter 200000 189680 0 198500 0 204058
TOTAL Saughter 200000 189680 0 198500 0 204058
Loss 700 746 0 778 0 756
Ending Inventories 280420 290319 0 299029 0 306569
TOTAL DISTRIBUTION 481130 480761 0 498320 0 511398
Cadendar Yr. Imp. from U.S. 0 0 0 0 0 0
Caendar Yr. Exp. to U.S. 0 0 0 0 0 0
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PSD Table
Country China, Peoples Republic of
Commodity Mest, Lamb, Mutton and Goat (1000 MT CWE)(1000
HEAD)
Revised 2000| Preliminary 2001| Forecast 2002
Old New Old New old New
Market Y ear Begin 01/2000 01/2001 01/2002

Saughter (Reference) 200000 189680 0 198500 0 204058
Beginning Stocks 0 0 0 0 0 0
Production 2650 2740 0 2839 0 2941
Intra EC Imports 0 0 0 0 0 0
Other Imports 10 18 0 25 0 32
TOTAL Imports 10 18 0 25 0 32
TOTAL SUPPLY 2660 2758 0 2864 0 2973
Intra EC Exports 0 0 0 0 0 0
Other Exports 6 18 0 23 0 25
TOTAL Exports 6 18 0 23 0 25
Human Dom. Consumption 2654 2740 0 2841 0 2948
Other Use, Losses 0 0 0 0 0 0
TOTAL Dom. Consumption 2654 2740 0 2841 0 2948
Ending Stocks 0 0 0 0 0 0
TOTAL DISTRIBUTION 2660 2758 0 2864 0 2973
Cdendar Yr. Imp. from U.S. 0 0 0 0 0 0
Calendar Yr. Exp. to U.S. 0 0 0 0 0 0
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CHINA RETAIL MUTTON GOAT MEAT PRICES (RMB/KG, US$1=8.27)

2000 2001 Change 00/01
Provinces Mar | Jun | Sep| Dec|Mar | Jun | Sep| Dec Dec-Dec
AVERAGE U/ 14.96| 14.29|13.99|14.38|14.83|13.03| 15.14| 15.93 10.77%
Bajing 14.67| 14.60| 16.55(15.38|19.00| 13.10| 15.24| 15.45 0.46%
Tianjin 12.50) 14.13]13.75(14.38|17.68| n/d 15.50| 14.25 -0.90%
Hebel 15.00| 13.54|13.75(12.94|14.00| 13.67| 14.18| 14.44 11.59%
Shanxi 13.94] 11.68) 12.66|14.10|13.57|12.60| 16.00| 15.10 7.09%
Inner Mongolia 12.78| 12.71|13.40({12.20|12.63| 13.57| 13.63| 13.83 13.36%
Liaoning 14.98| 15.24] 15.12|15.75[15.58] 15.49| 15.55| 15.69 -0.38%
Jlin 14.50] 15.89| 15.50(15.78|16.11|16.11| 16.67| 16.80 6.46%
Heilongjiang 14.00] 13.00 n/a|14.00|19.00|15.00| 15.00| 15.00 7.14%
Shanghai 18.00| 18.00| 18.00{18.00(18.00|18.00( 19.00| 18.75 4.17%
Jangu 13.00] 15.00] 12.20{14.34|13.60|14.00[ 11.67| 14.25 -0.63%
Zhgiag 17.77) 13.75/17.74|19.78|17.18|13.67| 17.25| 19.42 -1.82%
Anhui 12.50] 13.00] 13.00{13.27|13.20| 12.00| 11.50| 19.42 46.35%
Fujian 22.00 21.33]21.71|22.00|21.78{21.94| 20.54| 21.50 -2.27%
Jangxi 17.9916.10/17.00{17.22|17.10|16.80] 17.00| 17.21 -0.06%
Shandong 14.39| 14.90| 14.03{14.43|15.05| 14.18| 16.00| 15.79 9.42%
Henan 13.95| 13.36| 12.86|13.29|14.29|13.89| 14.17| 14.04 5.64%
Hubei 12.241 13.00| 12.57(12.84(12.27|14.03| 12.83| 12.39 -3.50%
Hunan 15.10| 16.25| 13.50{14.80(15.00| 15.13| 13.80| 15.92 7.57%
Guangdong 19.14) 19.43|18.86(20.75|20.18| 18.44] 18.67| 20.55 -0.96%
Guangxi 18.50| 16.75|15.70({18.80| n/a|17.45| 16.80| 19.50 3.72%
Hainan 25.50] 22.33] 25.53|25.50|24.67|23.50| 24.00| 23.33 -8.51%
Sichuan 12.35/11.09|11.31|11.94|11.40|11.66| 11.44| 12.75 6.78%
Guizhou 12.00] 13.50] 13.00]|13.50{14.50]14.80] 15.00| 14.12 4.59%
Y unan 13.27 14.441 13.17|13.32{14.33|13.80| 14.17| 13.29 -0.23%
Tibet nd n@d na na na ngd na na na
Shaanxi 14.87| 13.83) 14.25|14.08|14.00| 14.50| 14.00| 13.67 -2.91%
Gansu 12.14) 12.06/12.11{11.99|13.54|13.34{ 12.87| 13.08 9.09%
Qinghai 11.60| 12.70, 8.43(10.20|12.57| n/d 9.70 12.78 25.29%
Ningxia 10.60] 10.67|12.00{12.50|11.00| n/g 15.00| 15.50 24.00%
Xinjiang 14.00| 14.00,14.00f n/al16.69| n/d 16.29| 18.06 na
Chongging 12.67/ 11.00/10.00{11.67|11.53]10.30( 10.70| 12.00 2.83%
Source: The Minigtry of Agriculture (MOA)
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1/ The national average prices March -March 2000/2001 are based on the average price of al
the counties selected for sampling survey and the prices Jun-Dec are based on al the provinces.

(f:\shared\l otus\lvstk\sheepmt\muttnprc.wk4)

Chinds Fresh, Chilled and Frozen Mutton Imports by Destination

(Metric Tons)

ORIGIN 1998 1999 2000 2001
New Zealand 8,987 9,882 15,891 20,674
Audrdia 175 543 1,786 4,686
United States 6 9 6 8
Others 26 8 100 0
TOTAL 9,194 10,442 17,783 25,368
Source: China Customs

HS Codes. 0204.1000, 0204.2100, 0204.2200, 0204.2300

0204.3000, 0204.4100, 0204.4200, 0204.4300, 0204.5000

(F:\shared\l otus\ivatk\shegpmt\fcfmtimp.wk4)
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Tariffs on Shegp/Goats and Mutton, Effective January 1, 2000

Effective
Generd MFN VA.T. Rate
(mfn+vat)
Sheep, Breeding 0104.101 0% 0% 13% 13.0%
Sheep, Other 0104.109 50% 10% 13% 24.3%
goat, breeding 0104.201
goat, other 0104.209
Mutton, Fresh or Chilled
carcass & half carcass, 0204.1000 70% 18.2% 13% 33.6%
lamb
carcass & half carcass, 0204.2100 70% 23% 13% 39.0%
other
other cuts with bones 0204.2200 70% 18.2% 13% 33.6%
boneless 0204.2300 70% 18.2% 13% 33.6%
Mutton, Frozen
carcass and half carcass, |0204.3000 70% 18.2% 13% 33.6%
lamb
carcass and half carcass  |0204.4100 70% 23% 13% 39.0%
other cuts with bones 0204.4200 70% 16.4% 13% 31.5%
boneless 0204.4300 70% 18.2% 13% 33.6%
goat mesat 0204.5000 70%)| 21.20% 13% 37.0%

Source: China Customs




