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Report Highlights:

Total area and production of beet sugar are expected to increase this year. While total area
and production for sugar cane are expected to remain unchanged. Total sugar imports in CY
2005 are expected to increase. Tariffs on imported raw sugar were reduced by the
government from 5 percent to 2 percent last year, tariffs on refined sugar were increased
from 10 percent to 12 percent.

Includes PSD Changes: Yes
Includes Trade Matrix: Yes
Annual Report

Cairo [EG1]

[EG]



GAIN Report - EG5007 Page 2 of 8

Table of Contents

L] 5 1= 0] 3
Area Planted and ProdUCTION. . ... et eeaaaann 3

N4 L= (o = Ua [ B @3 o o T LU -1 1Y% 4
0 oY 4
[ B0 0 1T = @ ] gl 04 g 1 o 1 5
CoNSUMPLION AN PriCES .. ettt ettt iaaee e aaans 5
L= L0 6
] 0 Yo 1 6
IMPOIrT Trade MatliX .ot ettt ettt ettt et e e aae e e e e e aaaaeeeeeenaans 7
] 5 T 1= ] 7
LS 15 TR =1 6 ] 8
LS 15 TR =1 6 ] 8

UNCLASSIFIED USDA Foreign Agricultural Service



GAIN Report - EG5007 Page 3 of 8

PSD Table

Country: Egypt

Commodity: Sugar

2004 2005 2006
Old New Old New od New
M arket Year Begin 10/2004 10/2005 10/2006

Beginning Stocks 304 233 319 363 0 459
Beet Sugar Production 420 375 430 380 0 390
Cane Sugar Production 960 960 980 980 0 980
TOTAL Sugar Production 1380 1335 1410 1360 0 1370
Raw Imports 480 888 520 910 0 930
Refined Imp.(Raw Vd) 470 327 420 310 0 300
TOTAL Imports 950 1215 940 1220 0 1230
TOTAL SUPPLY 2634 2783 2669 2943 0 3059
Raw Exports 0 0 0 0 0 0
Refined Exp.(Raw Va) 0 0 0 0 0 0
TOTAL EXPORTS 0 0 0 0 0 0
Human Dom. Consumption 2315 2420 2318 2484 0 2539
Feed Dom. Consumption 0 0 0 0 0 0
TOTAL Dom. Consumption 2315 2420 2318 2484 0 2539
Ending Stocks 319 363 351 459 0 520
TOTAL DISTRIBUTION 2634 2783 2669 2943 0 3059

Area Planted and Production

Sugar caneis grown mainly in upper Egypt whereiit is relaively well adapted to the extreme
summer hegt. Typicdly, sugar caneis planted in the fal. Harvesting operations normaly begin
13-15 months later. Sugar cane harvesting usudly runs from December through April. The
Minidry of Agriculture (MOA) estimates total cane areafor the crop harvested in CY 2004 a
321,000 feedans, (135,000 HA), same as the previous year. However, industry sources estimate
that the amount of cane crop actually delivered in 2004 was harvested from only 269,000 feddans
(or about 113,000 HA). The difference represents non-officid ddiveries utilized in

manufacturing sugar cane syrup in smal rurd plants, or otherwise consumed fresh or not
harvested due to infestation. Tota sugar cane production for 2005 is expected to increase dightly,
due to the continued successes in controlling the spread of the rust scaing plant disease which
caused subgtantid damage to farms in the past. Also due to an increase in the delivery price for
cane and beet sugar by the government from LE 105 to LE 130 per MT.

Cane sugar production in Egypt is monopolized by one public sector company, the Sugar and
Integrated Industries Company (SI1C). The SIIC was formed in 1963 when the government
nationdized the eight private sugar mills that were operating at thet time. Mogt of these millswere
built in the 1920's. The SIIC has alimited crushing capacity and can process no more than 70-80
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percent of the tota available sugar cane crop. However, it does have a considerable amount of
excess refining capacity. In order to generate new sources of revenue to compensate for its
financia losses, the company contracts some of its excess refining capacity to private importers
who process raw sugar a afee of LE 325 per MT.

Sugar beet is a secondary sugar crop in Egypt. It currently represents about 28 percent of Egypt's
total sugar production, or 375,000 MT. Most production of beet sugar is under the control of
private sector companies except for about 12,000 MT which is produced by the SIIC. Beets are
planted in August- September and harvested in March. Most production islocated in the northern
part of the Nile Delta, where the soil is quite poor and unsuitable for other crops, or in newly
reclaimed desert land.

The MOA edtimates the total area and production of the beet crop harvested in MY 2004 to be at
about 143,000 feddans (60,000 HA),and 2,950,215 MT respectively, as compared to 130,952
feddans (55,000 HA)and 2,592,000 MT in 2003. The increase in both area and production was
due to some farmers shifting to beet cultivation from other winter crops as beet became amore
lucrative crop, specidly in newly reclamed land.

Yidd and Crop Quality

Egypt's sugar cane yidds are among the highest in theworld. TheM O A edimates the average
yield for the 2004 crop to be about 114 MT per hectare, dmost the same level as the year before.
Beet yields on individua farms vary between 30 and 70 MT per hectare. In MY 2004, the
average yield was about 48 MT per hectare about the same as the previous year. Favorable
wegther conditions and the widespread availability of fertilizers to beet growers were the main
reasons behind maintaining the high yield. Industry sources expect yiddsin MY 2005 to be
dightly higher.

Weather does not play a mgor role in cane production in Egypt. The entire cane crop isirrigated
and the climate is fairly consstent throughout the mgor production area of Upper Egypt.

Low temperatures at night and mild temperatures during the day continue to keep the sugar
content fairly stable. Preliminary reports on the 2005 crop indicate a sugar content of about 12.6
percent, compared to 12.7 for the 2004 crop. The sugar recovery rate in 2004 is also unchanged
from the previous year which was approximately 10.5 percent. The polarity of cane sugar is
reported to be 99.8 percent.

Weather conditions for the beet-growing season in the Delta area have been favorable throughout
most of the 2004/05 season. Sugar content is expected to average 17.5 percent, the same asin
2003/04. The sugar recovery rate for this season is running at about 14.6 percent, unchanged
from 2002.

Policy
Given the scarcity of both land and water resources in Egypt, in addition to the limited cane
crushing cgpacity, the government’ s palicy isto maintain astable sugarcane area. Any future

growth in cane sugar production would have to be through increased yidds. The Sugar Crops
Indtitute inthe M O A is currently conducting field experiments on improved cane varieties that
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are known to have higher yields, to be more resistant to insects and plant diseases and consume
lesswater. However, the sugarcane industry is labor intensve and is considered very vitd to the
economy of Upper Egypt. The current government policy which sets the delivery price for sugar
cana LE 130 per MT to the SIIC has a'so made the profitability of sugarcane much higher than
any other competing crops ($1=LE 5.80). In addition, the government provides soft loans to sugar
cane farmers ( LE 2,800 per feddan at an interest rate 7.5 percent). Most cane farmers take
advantage of this loan.

The current government policy is aso promoting expansion of sugar beet production which is
suitable to cultivation in the newly reclaimed land.

The ddivery price for sugar beet in MY 2004/05 has been set by the beet sugar companiesat L.E
120 per MT for sugar beet that has 16 percent sugar content. This isthe same as the previous
year. Also, the price of the premium which is paid to farmers for early delivery did not change
from LE 45 per MT (during thefirst 10 days of the season).

Fructose Corn Syrup

The National Company for Maize Products (NCMP), a private sector company, isthe only
producer of high fructose corn syrup (HFCS) in Egypt. Production of HFCSin CY 2004 is
edimated at 80,000 M T, out of which 61,500 MT is HFCS-55, and the remainder is HFCS-42,
compared to 92,552 MT in 2003. This decrease in HFCS production is came as a result of
devoting part of production capacity to starch. The production of starch is estimated at 30,200
MT.

NCMP has storage capacity up to 50,000 MT for corn and 6,000 MT for HFCS. The company
produces approximately 800 kilo grams of HFCS from one metric ton of corn. HFCS-55 is
utilized exclusively by soft drink bottlers. HFCS-42 is used in avariety of productsincluding
jamsand jdllies, ice cream, padtries, and canned fruits. In addition to HFCS, NCMP produces
crude corn ail, corn gluten med (60 percent protein), which is used mainly in poultry feed, and
corn gluten feed (16 percent protein), which is used mainly in cattle feed.

The company imported 210,000 MT of ydlow corn in 2004, mosily from the United States. The
average price of HFCS-55in 2004 was LE 1,500 per MT compared with LE 1,300 per MT in
2003. The current import price of raw sugar (from Brazil) is $200 C&F per MT while the price of
refined sugar is $240 C& F per MT.

Consumption and Prices

Tota sugar consumptionin CY 2004 increased by about 4.7 percent over the CY 2003 level and
it isprojected to increase by 2.6 percent in CY 2005. Thisincreasein sugar consumption is
mainly due to theincrease in population. Per capita sugar consumption in Egypt is currently
estimated at 33.6 Kg per year. The GOE continues to subsidize sugar consumption under the
nationd ration system, adbeit & a decreasing rate. The policy of the Ministry of Supply and Trade
(MOST) isto gradually phase out the sugar subsidy . Under the current program, however,
500,000 MT of refined sugar istargeted for distribution under the ration system. The remainder
of tota consumption isfredy traded on the open market.
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The cogt of one kilogram of sugar to ration card holdersis divided in two: one half kilo at a cost
of LE 0.50/kg; plus an additiona haf kilo at a cost of LE 0.80/kg. Unrationed suger is available
to consumers through government outlets at LE 2.25 per kg. The current retail price of sugar in
private sector shops runs between LE 2.25 and LE 3.30 per kg. At the present time, the
government gppears to be far away from removing sugar dtogether from the list of subsidized
commodities. The wholesale price for locally produced sugar is currently LE2,070 per MT.

Trade

In CY 2004, totd Egyptian sugar imports are estimated a 1.2 MMT, of which 327,000 MT is
refined sugar (raw vae). This represents a 38 percent increase from the import level of 2003.
Theincrease in sugar imports in 2004 was attributed to decreased sugar stocks, resulting from
the decrease in sugar importsin the previous year in addition to the reduction in tariffs on
imported raw sugar to 2 percent in 2004, compared to 5 percent in 2003. For 2005, sugar
imports are forecast to increase dightly from the 2004 level and most of the imports are expected
to be raw sugar. The expected increase in sugar importsin 2005 is mainly due to the recent
increase of local beet sugar production in addition to the increase in the exchange rate of the
Egyptian pound againgt the U.S. dollar that made sugar imports less expensive. However, the
increase in ending stocks is expected to limited the quantity of sugar imports.

In 2004 the average import prices for white sugar increased to $240 /M T/CIF compared to
$210/MTI/CIF in 2003. Import prices for raw sugar also increased to $200/M T/CIF compared to
$195/MT/CIF in 2003.

In September, 2004 the government increased tariffs on imported sugar from 5 percent to 12
percent on refined sugar, while it decreased tariffs from 10 percent to 2 percent on raw sugar.
Tariffs on other sugar in non-solid form such as syrups, molasses were reduced from 30 percent to
22 percent. Tariffs on confectionary sugar was aso reduced from 40 percent to 32 percent .

Stocks

Egypt normally maintains strategic sugar stocks at least equa to about 60 days of tota
consumption, or gpproximately 400,000 MT. In 2005, however, Egypt’ s sugar stocks are
expected to expand to 436,000 MT (raw sugar basis) mainly due to the expected increasein loca
sugar production and imports. Stocks are held mainly by the SIIC, or a storage facilities
belonging to the Ministry of Supply.

UNCLASSIFIED USDA Foreign Agricultural Service



GAIN Report - EG5007 Page 7 of 8
Import Trade
Matrix
Country: Egypt Units 000 MT
Commodity: Sugar
Time period:
Importsfor 2003 2004
us. 8,400]U.S ]
Others Others
Brazil 579,196|Brazil 928,211
E.U 67,678/E.U 274,053
Colombia 63,950/ Cuba 13,000
India 50,925
South Africa 33,250
Cuba 29,500
Swaziland 20,500
Total for Others 844999 1215264
Othersnot listed 15,601
Grand Total 869000 1215264
PSD Table
Country: Egypt
Commodity: Sugar

Cane

Centrifug

al

2004 2005 2006
Old New Old New old New
Market Year Begin 10/2004 10/2005 10/2006

Area Planted 114 113 115 114 0 115
AreaHarvested 113 111 114 113 0 114
Production 12993 12654 13110 12995 0 13115
TOTAL SUPPLY 12993 12654 13110 12995 0 13115
Utilization for Sugar 12993 12654 13110 12995 0 13115
Utilizatn for Alcohol 0 0 0 0 0 0
TOTAL UTILIZATION 12993 12654 13110 12995 0 13115
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PSD Table
Country: Egypt
Commodity: Sugar
Beets
2004 2005 2006
Oold New Old New Old New
Market Year Begin 10/2004 10/2005 10/2006
Area Planted 59 60 60 62 0 63
AreaHarvested 58 59 59 61 0 62
Production 2846 2950 2890 3050 0 3100
TOTAL SUPPLY 2846 2950 2890 3050 0 3100
Utilization for Sugar 2846 2950 2890 3050 0 3100
Utilizain for Alcohol 0 0 0 0 0 0
TOTAL UTILIZATION 2846 2950 2890 3050 0 3100
PSD Table
Country: Egypt
Commodity: Sugar
Cane
Non-
Centrifug
al
2004 2005 2006
Old New Old New Old New
Market Year Begin 10/2004 10/2005 10/2006
Area Planted 23 22 24 2] 0 22
AreaHarvested 22 21 23 20 0 21
Production 2622 2394 2620 2280 0 2390
TOTAL SUPPLY 2622 2394 2620 2280 0 2390
Utilization for Sugar 2622 2394 2620 2280 0 2390
Utilizatn for Alcohol 0 0 0 0 0 0
TOTAL UTILIZATION 2622 2394 2620 2280 0 2390
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