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| - SITUATION AND OUTLOOK

Production

In My 2002/ 2003, Tunisian aggregate cereal production (mainly w nter wheat
and barley) plumeted to 510,000 MI, its |lowest |level in decades after
severe drought slashed the harvest output by nearly two-thirds as conpared
to My 2001/ 2002. The following table details this drop for the nain cereals
harvested in Tuni sia.

Table 1 :Tunisian Cereals Production

(I'n 1,000 M)

s | MY 2001/ 2002 MY 2002/ 2003

Dur um wheat 935 370
Bread wheat 185 50

Subt ot al wheat 1120 420

Bar | ey 236 90

Tot al 1356 510
Source: Tunisian Mnistry of Agriculture
The total cropland devoted to cereal planting last fall reached 1,400, 000
mllion Ha. This overall figure breaks down as follows: 710,000 Ha planted to

durum wheat, 150,000 Ha to bread wheat and 540,000 Ha to barl ey.

The My 2003/ 2004 Tuni si an cereal output is expected to rebound to near-record
level s thanks to tinely and plentiful precipitations during the planting
stage last fall and the ripening stage during the spring season. Yields
are expected to reach near-record levels of 1.55 MI per hectare for durum
wheat and 1.85 MI per hectare for bread wheat.

In sum larger planting conbined with an upturn in yields are likely to
result in a bountiful M 2003/2004 cereal crop of nearly 1.9 mllion M,
roughly a fourfold increase fromthe | ast year’s harvest.
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Consumption

The overall consunption of food grains (bread and durum wheats) remains
constant over the forecast period. It is made up of nearly 1.4 mllion MI
of durum wheat consuned in form of pasta and senolina and 1.0 mllion M of
bread wheat transforned into baking flour. In Tunisia, the use of wheat as
a feed ingredient is unauthorized in order to prevent any accidental or
del i berate mngling of food grades with feed grades.

The aggregate consunption of feed grains (mainly barley and corn) soared to
its highest level in the first senester of My 2002/ 2003 due to the acute
shortage of other feedstuffs as a consequence of a devastating drought.

The sl owdown of the coarse grains consunption perceptible in the second half
of MY 2002/2003, is likely to continue through the next My 2003/ 2004 since
availability of pasture is cutting the use of feed conpound by I|ivestock
farmers. The consunption of corn is expected to get back to its nornal |evel
of nearly 700,000 MI' mainly for the poultry sector, the main drive for corn
demand i n Tuni si a.

Trade

Total cereal inports during MY 2002/ 2003 are set to reach an all-tine
record to offset the donestic production shortfall. The foll ow ng table
shows the break-down of total inports by type of cereal over the |ast four
mar ket i ng years.

Table 2: Tunisian Cereals I mports

(I'n 1,000 M)

MY MY MY MY
1999/ 00 2000/ 01 2001/ 02 2002/ 03
(1)
Dur um wheat 255 496 399 850
Bread wheat 708 996 855 1100
Bar | ey 237 574 685 700
Corn 678 767 868 680
Tot al 1878 2833 2807 3330

Source: INS trade statistics
(1): Estinmates
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Current MY 2002/2003 is the third year in a row characterized by above-
average cereal inports due to the inpact of drought. The Tunisian state-run
Cereals Board (O fice des Cereales) inports spending are set to reach about
US$ 450 million by the end of the current MY, 25 percent up fromlast year’s
spending in an effort to plug the gap in donestic crop production.

This cereal inports wup-ward trend is likely to falter during My 2003/ 2004
as a probabl e bunper harvest is expected. However, apart from structura
i mports of bread wheat, sone build-up of inventories is likely to take pl ace
current MY 2003/2004 to replenish over-tapped governnent-held strategic
stocks. The estinmated carry-over wheat stock is currently well below the
of ficial stocks-to-use ratio of 1/4. If, as forecast, production rebounds in
traditional export countries (U S., Canada, Australia) and prices decrease
significantly, there will be a major incentive for the GOT to rebuild its
wheat stocks at the end of the next M.

I n My 2002/ 2003, US wheat continues to be edged out by both traditional wheat
exporters (EU and Canada) and by relatively new conpetitors: the so-called
Former Sovi et Union countries (FSU) . These countries altogether grabbed about
two thirds of the Tunisian bread wheat market. The Tunisian durum wheat
mar ket is dom nated by Canada and the EU with nearly a 50 percent narket
share each

Wth respect to exports of wheat and derived products (baking flour, pasta
and senolina), we expect the status quo over the forecast period. Roughly 50
percent of the total export volune is baking flour shipped or haul ed to Li bya
and the other half is made up of pasta and senoblina mainly exported to the
Sub- Saharan African countries (N ger, Ivory coast and Senegal).

Trade Policy
Donmesti c support

| mports of cereals, except corn, continue to be the nonopoly of the state-
run Cereal Board (O fice des Cereales). The GOI argue that this nonopoly is
meant to ensure the stability of this strategic sector and to provide a
financial |everage to sustain subsidizing the sector both upstream at the
farmer |evel and downstream at the consuner |evel

Upstream subsidies are granted through relatively high farm gate prices
conpl etely deconnected fromthe international price fluctuations. These
prices are currently set as follows: TD 290 per M for durum wheat
(equivalent to US$ 230 per MI at the current exchange rate of US$ 1.00 / TD
1.257), TD 260 per MI for bread wheat (equivalent to US$ 207 per MI) and TD
170 per MI for barley (equivalent to US$ 135 per MI).
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In addition, farners can benefit from enmergency neasures taken by GOT to
alleviate the inpact of drought such as subsidizing feed barley at the rate
of 20 TD per MI or adjusting the price of other inported feedstuffs (wheat
bran, oats, feed sorghum through tenporary suspension of custons duties
and/ or VAT.

Downst r eam subsi di es are ai ned at nmaki ng stapl e wheat products such as bread,
pasta and senolina easily affordable by the | owincome househol ds and thus
avoi di ng social unrest. In August 2002, the GOT trimed the spending of the
conpensati on fund(Cai sse CGenerale de Conpensation) by rising the price of
couscous and pasta respectively by 7 percent to TD 0.605 /Kg and 7.6 percent
to TD 0. 565/ kg.

Mar ket Access

Tuni sia has granted TR (Tariff Rate Quotas) for the main inported cereals
both within the WO framework under the current access arrangenents and
within the framework of the EU Tunisian Free Trade Agreenent which was
enacted in January 1998. The following table recapitulates the access
conditions relatives to these TRQ

Table 3: Cereal TRQs Granted by Tunisia

Cer eal TRQ WO I n quota MFEN* duty EU quot a EU in quota
duty duty

Dur um wheat 300, 000 Mr 17 percent 80 percent 17,000 Mr 17 percent

Br ead wheat 600, 000 Mr 17 percent 80 percent 460, 000 Mr 17 percent

| evied on
hal f of the
TRQ

(230, 000
MI) and
phasi ng out
of this
duty on the
extra

230, 000 Mr

(1)
Bar | ey 200, 000 Mr 17 percent 80 percent 12, 000 17 percent

Source: EU Tuni sian agreenent /Tuni sian custons service

* © Mpst Favorite Nation (Bound tariff)

(1): The tariff is being phased out in 5 equal steps between January 15,
2001 and January 1%t |, 2005.
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The preferential treatnment granted to the EU regardi ng i nport of bread wheat
is the only access neasure likely to significantly inpact wheat inports from
the U S. The 6 percent duty currently levied on the extra 230,000 MI is a
significant conpetitive advantage specially inthe price-sensitive Tunisian
mar ket .

In addition, abolishing the current state nonopoly on cereal trade is a
prerequisite to having quality play a significant role in cereal inport
decisions. In a free trade environnent, mllers, internediate users (bakers,
bi scuits manufacturers) as well as end-users are likely to be nore responsive
to the quality aspects.

Ag Tunis does not expect any significant trade policy changes in the near
future.
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Il - STATISTICAL SECTION

Wheat
PSD Table
Country: Tunisa
Commodity: \Wheat
2001 2002 2003
USDA Post USDA Post USDA Post
Market Y ear Begin 07/2001 07/2002 07/2003

AreaHarvested 825 825 300 755 900 810
Beginning Stocks 992 856 840 655 720 435
Production 1120 1120 430 420 1400 1300
TOTAL MKt. Yr. Imports 1261 1254 1800 1950 800 1400
Jul-Jun Imports 1261 1254 1800 1950 800 1400
Jul-Jun Import U.S, 45 45 45 25 0 50
TOTAL SUPPLY 3373 3230 3070 3025 2920 3135
TOTAL MKt. Yr. Exports 133 175 100 190 100 200
Jul-Jun Exports 133 175 100 190 100 200
Feed Dom. Consumption 0 0 0 0 0 0
TOTAL Dom. Consumption 2400 2400 2250 2400 2200 2400
Ending Stocks 840 655 720 435 620 535
TOTAL DISTRIBUTION 3373 3230 3070 3025 2920 3135
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Export Trade Matrix

Country: Tunisa Units: 1,000MT
Commodity: \Wheat

Time period: MY

Exportsfor 2001 2002
US. US. 1
Others Others

Libya 90[Libya 87
lvory Coast 30]Ivory Coast 24
Niger 15[Niger 30
Totdl for Others 135 141
Othersnot listed 40 48
Grand Total 175 190
UNCLASSFIED Foreign Agricultural ServicelUSDA
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Import Trade Matrix

Country: Tunisa Units: 1,000MT
Commodity: \Wheat

Time period: MY

Imports for 2001 2002
US. 45US 25
Others Others

Turkey 250(Canada 350
Canada 53|Kazakhstan 104
Sweden 165|Ukraine 432
Germany 55]Greece 130
UK 192|Argentina 226
France 187|Spain 219
Romania 56|France 98
Hungary 60[Russia 87
Totdl for Others 1018 1646
Othersnot listed 191 219
Grand Total 1254 1950
UNCLASSFIED Foreign Agricultural ServicelUSDA
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Barley
PSD Table
Country: Tunisa
Commodity: Barley

2001 2002 2003

USDA Post USDA Pogt USDA Post
Market Y ear Begin 07/2001 07/2002 07/2003

AreaHarvested 250 250 150 400 400 540
Beginning Stocks 120 134 190 305 160 19
Production 150 236 70 90 400 625
TOTAL MKt. Yr. Imports 6/0 685 650 700 300 100
Oct-Sep Imports 656 685 650 700 300 100
Oct-Sep Import U.S. 0 18 0 20 0 25
TOTAL SUPPLY 940 1055 910 1095 860 920
TOTAL MKt. Yr. Exports 0 0 0 0 0 0
Oct-Sep Exports 0 0 0 0 0 0
Feed Dom. Consumption 700 700 700 850 700 700
TOTAL Dom. Consumption 750 750 750 900 750 750
Ending Stocks 190 305 160 19 110 170
TOTAL DISTRIBUTION 940 1055 910 1095 860 920
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Import Trade Matrix

Country: Tunisa Units: 1,000MT
Commodity: Barley

Time period: MY

Imports for 2001 2002
US. 18[U.S. 0
Others Others

Ukraine 94{Ukraine 466
Garmany 135|Germany 25
France 180France 83
UK 91|Bulgaria 56
Bulgaria 60[Russia 70
Russa 35

Totdl for Others 5% 700
Othersnot listed 72 0
Grand Total 685 700
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Corn
PSD Table
Country: Tunisa
Commodity: Com

2001 2002 2003

USDA Pogt USDA Pogt USDA Post
Market Y ear Begin 7/2001 7/2002 7/2003

AreaHarvested 1 1 1 1 1 1
Beginning Stocks 5 5 8 74 9 55
Production 1 1 1 1 1 1
TOTAL MKt. Y. Imports 802 868 800 680 800 700
Oct-Sep Imports 793 879 800 615 800 650
Oct-Sep Import U.S. 625 510 0 400 0 420
TOTAL SUPPLY 808 874 809 795 810 756
TOTAL MKt. Yr. Exports 0 0 0 0 0 0
Oct-Sep Exports 0 0 0 0 0 0
Feed Dom. Consumption 800 800 800 700 800 710
TOTAL Dom. Consumption 800 800 800 700 800 710
Ending Stocks 8 74 9 55 10 46
TOTAL DISTRIBUTION 808 874 809 795 810 756
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Import Trade Matrix

Country: Tunisa Units: 1,000

Commodity: Com

Time period: MY

Imports for 2001 2002

US. 570[U.S. 400

Others Others

Argentina 241[Argentina 150

Hungary 18Brazil 24
Hungary 42
Ukraine 30

Totdl for Others 259 246

Othersnot listed 39 4

Grand Total 868 680
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