GAIN Report - CH5068
Page 11 of 11 

[image: image3.wmf] 



[image: image4.wmf] 



Required Report - public distribution

Date: 10/1/2005

GAIN Report Number: CH5068

CH5068

China, Peoples Republic of

Sugar

Semi-Annual

2005

Approved by:

Casey Bean
U.S. Embassy Beijing, Office of Agricultural Affairs

Prepared by:
James Butterworth and Jiang Junyang


Report Highlights:
The MY05/06 sugar output forecast has been revised downward slightly to 10.5 MMT (raw value) from Post’s previous forecast of 10.9 MMT as a result of drought damage to the cane in some minor producing provinces.  Despite the growth for food processing and beverage sectors in recent years, growth in sugar consumption in MY04/05 has been flat and is forecast to grow slowly in MY05/06.  Starch-based sweeteners are cheaper to produce than sugar; therefore, they remain more price-competitive than sugar.  Industry sources estimate that starch sweeteners output in 2005 will be equivalent to 1.8 MMT of sugar usage in the food processing and beverage sectors.  Post ‘s MY05/06 import forecast is unchanged from April’s forecast of 1.3 MMT.


Includes PSD Changes: Yes

Includes Trade Matrix: No

Semi-Annual Report

Beijing [CH1]

[CH]

Table of Contents
3Executive Summary


3Sugar cane


4Sugar Beets


4Sugar


4Production


5Consumption


5Trade


5Stocks


6Marketing


6Other Sweeteners


6Saccharine


6Starched-based Sweeteners


9Tables


9Production, Supply, and Demand (PSD) Tables


9Table 1. Centrifugal Sugar


9Table 2.  Sugar Cane


10Table 3.  Sugar Beet


10Price Table


10Table 4. Wholesale Price of Grade 1 Granulated Sugar in Guangxi Province




Executive Summary

The MY05/06 sugar output forecast has been revised downward slightly to 10.5 MMT (raw value) from Post’s previous forecast of 10.9 MMT as a result of drought damage to the cane in some minor producing provinces.  Despite the growth in the food processing and beverage sectors in recent years, growth in sugar consumption in MY04/05 has been flat and is forecast to grow slowly in MY05/06.  Because of the starch-based sweeteners’ low production cost relative to sugar, these products will continue to be more price competitive over sugar during MY05/06.  Industry sources estimate that starch sweeteners output in MY04/05 was equivalent to 1.8 MMT of sugar usage in the food processing and beverage sectors.  Post ‘s MY05/06 import forecast of 1.3 MMT is unchanged from its April’s report. 

Note:  In July 2005 China’s currency exchange rate floated to approximately RMB8.10 per US$1 from the fixed exchange rate is at RMB8.26 per US$1.

Sugar cane

The sugar cane area for MY05/06 is forecast at 1.52 million HA, unchanged from Post’s April forecast.  (Note:  China’s National Statistical Bureau (NSB) publishes the acreage data based on the calendar year, instead of on a marketing year basis.)  According to the preliminary data by NSB, sugar cane acreage in 2004 reached 1.38 million HA.  In the major producing provinces, including Guangxi, Yunnan and Guangdong, sugar cane remains the most reliable income source on marginal lands that are unsuitable for planting grain or vegetables.  In 2005, in response to the increased price for sugar cane, farmers have increased the acreage for cane.  In the top producing province of Guangxi, the provincial agricultural bureau estimates that the cane acreage rose five percent year on year to reach 733,000 HA in MY05/06. The cane acreage in Guangxi province accounts for about half of national total cane acreage. 

To encourage farmers to plant more cane, mills have been raising the purchase price for cane over the last two years.  The table below shows the purchase price on sugar cane set by provincial governments or provincial sugar associations in the southern sugar cane producing region.  If the sugar price increases during the market year, the sugar mills in some provinces might pay their contracted cane farmers a bonus.  Industry sources estimated that the average sugar cane price for MY 05/06 would be about RMB20 higher than the previous year.  In MY04/05, the average cane price was RMB190/MT in Guangxi province.

	Purchase Price of Sugar Cane in Major Production Provinces

	RMB/MT (USD1.00 = RMB8.26)

	
	Guangxi
	Yunnan
	Guangdong
	Hainan

	MY00/01
	206
	151
	200
	165

	MY01/02
	186
	139
	175
	170

	MY02/03
	160
	130
	140
	150

	MY03/04
	170
	145
	175
	150

	MY04/05
	190
	160
	190
	170

	MY05/06  **
	210
	180
	N/A
	N/A

	**Estimate by industry sources


In 2005, weather conditions have been favorable for growing cane in most parts of southern China’s cane producing region, except for Hainan province.  That province experienced a severe drought during the spring- summer period in 2005.  Consequently, its cane output forecast for MY05/06 has been reduced by one-half compared to the previous year.  However, as a minor producer of cane sugar, Hainan’s sugar output accounts for about 4.5 percent of national sugar output in MY04/05.

In the top three cane-producing provinces of Guangxi, Guangdong, and Yunnan, industry sources estimate that the sugar cane yield will be slightly above average in MY05/06 because of favorable weather conditions.  The cane yield in Guangxi averaged 63 MT/HA in recent years. The sugar output from the top three producing provinces account for 88 percent of national output in MY04/05, according to industry sources.
Sugar Beets 

Sugar beet area for MY05/06 is forecast at 250,000 HA, unchanged from Post’s April report. China’s NSB publishes the acreage data based on the calendar year, not on a marketing year basis.  According to NSB’s preliminary data, sugar beet acreage in 2004 reached 190,000 HA.  In the previous marketing years, sugar beet output declined in the major producing provinces of Xinjiang, Heilongjiang, and Inner Mongolia because other cash crops, such as soybeans, cotton and tomatoes, were more profitable.  Beet production fell far below the millers’ processing capacity in MY03/04 and 04/05.  The millers raised the purchase price for beet to make the crop competitive in MY05/06.  

	Purchase Price of Sugar Beet in Major Production Provinces

	RMB/MT (USD1.00 = RMB8.26)

	
	Xinjiang
	Heilongjiang
	Inner Mongolia

	MY04/05
	220
	280
	255

	MY05/06 
	250
	300
	275

	Estimate by industry sources


Industry sources report that the crop’s current conditions are better than average as compared with the previous years.  There were some drought damage reported during the spring planting season in Xinjiang and Inner Mongolia provinces.  However, due to favorable rainfall in the later stages, industry sources estimate that the beet yield would reach 30 MT/HA in MY05/06.  The average beet yield was 27.4 MT/HA in the previous five years, according to NSB.

Because of expanded acreage and better than previously expected yield, the forecast for sugar beet output for MY05/06 has been revised upward to 7.5 MMT from Post’s previous forecast of 7.2 MMT.  This is an increase of 13 percent over the MY04/05 estimate.

Sugar

Production

Overall sugar output for MY05/06 is forecast to reach 10.50 MMT (raw value), 7 percent more than MY04/05.  According to industry sources, the MY05/06 crushing season for beets is expected to start this October.  Beet sugar output is estimated at 850,000 MT (raw value), 29 percent higher than the previous year of 655,000 MT.   

Cane sugar output for MY05/06 is forecast at 9.65 MMT (raw value), 5 percent higher than MY04/05.  Industry sources estimate that the cane- crushing season will start in the month of November, first in Hainan province, then Guangdong, Guangxi, Yunnan and the other southern cane-producing provinces.  

Consumption

The MY05/06 sugar consumption forecast is about 11.7 MMT (raw value), which is slightly higher than the revised MY04/05 estimate of 11.6 MMT.  The food processing, beverage and pharmaceutical industries are the largest consumers of sugar.  Household table sugar consumption accounts for a relatively small portion of the total.  Total overall per capita sugar consumption in MY05/06 is estimated at about 8 Kg. 

Despite the growth for food processing and beverage sectors in recent years, growth in cane and beet sugar consumption in MY04/05 has been flat and is forecast to grow slowly in MY05/06.  Because of the comparative low production cost, starch based sweeteners are price competitive over cane and beet sugar in recent years. (See “Other Sweeteners” section) 

China’s soft drink output rose 10 percent year-on-year to 18.91 MMT during Jan-July 2005.    Among the soft drinks, sugar-containing drinks rose 16 percent to 11.5 MMT, according to the China Drinks and Beverage Association.  Industry sources report that the beverage and food processing sectors have turned to using a higher portion of starch-based sweetener instead of sugar in recent years because the former is cheaper to produce.  This has been particular true for Northern China, which is located far from the southern cane sugar production region. The food processing and beverage companies located there take advantage of the locally produced cornstarch sweeteners to replace cane sugar. 

Trade

The forecast for sugar imports in MY05/06 is unchanged at 1.3 MMT from Post’s previous report. Imports usually start to arrive in China after the crushing season ends and the domestic price starts to increase.  The Tariff Rate Quota of 1.95 MMT for CY2004 was not filled.  The TRQ for CY2005 is 1.95 MMT, with a within-quota-tariff of 15 percent, which is the same as in CY2004.  The CY2005 out-of-quota tariff rate is 50 percent, also the same as in CY2004.  The amount of the quota and the tariff rate will remain unchanged in the coming years unless a new agreement is reached during the World Trade Organization’s (WTO) Doha Round of talks. 

As stipulated in China’s WTO accession agreement, 30 percent of the TRQ, or 585,000 MT, is reserved for non-state trade companies and the remaining 70 percent is assigned to state trading enterprises.  Each year, China imports about 450,000 MT of raw sugar (state trade) from Cuba under a longstanding bilateral agreement signed in 1950’s.  No one knows if or when these imports will end.  Industry sources report that the first shipment of Cuban sugar arrived in China in late April, the last shipment, or the 13th shipment, is expected to arrive China mid-October.  

Stocks

The forecast for ending stocks for MY05/06 is 1.61 MMT (raw value), down by 500,000 MT from Post’s previous report. The ending stock for MY04/05 is estimated at 1.62 MMT, 700,000 MT lower than the previous year.  Stocks include state reserves and those held by the industrial, commercial, and distribution sectors. 

Regarding the state sugar reserve, the government decides on the timing of releasing the stocks to keep the domestic price stable.  In May, China’s Ministry of Commerce announced that it would auction off 411,800 MT of raw sugar and refined sugar.  The auctions were held during May-July, 2005, and all the sugar was sold.  During July-September 2004, the government held four auctions of state reserve sugar, at which a total of 536,000 MT of granulated white sugar were sold. 

Marketing

China has no sugar-marketing program. The China Sugar Association is a semi-official organization that acts as a liaison between the milling industry and the government.  Over the past two years, the Association has promoted sugar consumption by publishing articles in the state media.    

Other Sweeteners

Saccharine

Saccharine, which is five hundred times sweeter than natural sugar, is viewed as the major competitor to sugar in China.  Since 2002, the Chinese government has tightened control on the sale of saccharine in China.  However, it still produces and exports far more than it consumes domestically.  In 2004 China, for example, produced 22,553 MT of saccharine, of which 17,899 MT were exported and 4,641 MT sold in China.  According to China Sugar Association, the government’s 2005 saccharine domestic sales target is set at 3,500 MT, which is the same target as that in 2004.  During the past two years, due to increased sugar prices, artificial sugar has become more profitable; therefore it is more difficult to control the domestic sale of saccharine.  The actual domestic sale of saccharine was always higher than the government-set limit.  In 2005, industry sources estimate that the actual sale of saccharine will continue be higher than the government target.

Starched-based Sweeteners

Industry sources estimate that starch sweeteners output in 2004 was about 3.5 MMT, which was 20 percent more than the previous year.  In 2005, the starch sweeteners (including dry and liquid forms) are expected to reach 4.5 MMT, growing nearly 30 percent year-on-year.  This is an equivalent of 1.8 MMT of sugar usage in food processing and beverage sectors, according to industry sources. 

Cornstarch is the main ingredient for the production of starch-based sweeteners in China. Because of the comparatively low price for grains, starch sweeteners will continue to be competitive over sugar in MY05/06.

Sugar wholesale price in production region
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Source: Guangxi Sugar Exchange Center

Website: www.chinasugarmarket.com
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Source: China National Grain & Oil Information Center

Tables

Production, Supply, and Demand (PSD) Tables

Table 1. Centrifugal Sugar

	PSD Table
	

	Country
	China, Peoples Republic of

	Commodity
	Sugar, Centrifugal

	
	2004
	Revised
	2005
	Estimate
	2006
	Forecast

	
	USDA Official [Old]
	Post Estimate

[New]
	USDA Official

 [Old]
	Post Estimate

[New]
	USDA Official [Old]
	Post Estimate

[New]

	Market Year Begin
	
	10-2003
	
	10-2004
	
	10-2005

	Beginning Stocks
	2021
	2021
	2323
	2323
	1948
	1617

	Beet Sugar Production
	638
	638
	655
	655
	760
	850

	Cane Sugar Production
	10096
	10096
	9420
	9171
	10150
	9650

	TOTAL Sugar Production
	10734
	10734
	10075
	9826
	10910
	10500

	Raw Imports
	1031
	1031
	1150
	1050
	1050
	1050

	Refined Imp.(Raw Val)
	204
	204
	250
	200
	250
	250

	TOTAL Imports
	1235
	1235
	1400
	1250
	1300
	1300

	TOTAL SUPPLY
	13990
	13990
	13798
	13399
	14158
	13417

	Raw Exports
	10
	10
	10
	12
	10
	10

	Refined Exp.(Raw Val)
	57
	57
	40
	170
	40
	100

	TOTAL EXPORTS
	67
	67
	50
	182
	50
	110

	Human Dom. Consumption
	11600
	11600
	11800
	11600
	12000
	11700

	Other Disappearance
	0
	0
	0
	0
	0
	0

	Total Disappearance
	11600
	11600
	11800
	11600
	12000
	11700

	Ending Stocks
	2323
	2323
	1948
	1617
	2108
	1607

	TOTAL DISTRIBUTION
	13990
	13990
	13798
	13399
	14158
	13417


Table 2.  Sugar Cane

	PSD Table
	

	Country
	China, Peoples Republic of

	Commodity
	Sugar Cane for Centrifugal

	
	2004
	Revised
	2005
	Estimate
	2006
	Forecast

	
	USDA Official [Old]
	Post Estimate [New]
	USDA Official [Old]
	Post Estimate [New]
	USDA Official [Old]
	Post Estimate [New]

	Market Year Begin
	
	10-2003
	
	10-2004
	
	10-2005

	Area Planted
	1409
	1409
	1450
	1378
	1520
	1520

	Area Harvested
	1409
	1409
	1450
	1378
	1520
	1520

	Production
	90235
	90235
	89480
	89849
	96500
	96400

	TOTAL SUPPLY
	90235
	90235
	89480
	89849
	96500
	96400

	Utilization for Sugar
	90235
	90235
	89480
	89849
	96500
	96400

	Utilization for Alcohol
	0
	0
	0
	0
	0
	0

	TOTAL UTILIZATION
	90235
	90235
	89480
	89849
	96500
	96400


Table 3.  Sugar Beet

	PSD Table

	

	Country
	China, Peoples Republic of

	Commodity
	Sugar Beets

	
	2004
	Revised
	2005
	Estimate
	2006
	Forecast

	
	USDA Official [Old]
	Post Estimate [New]
	USDA Official [Old]
	Post Estimate [New]
	USDA Official [Old]
	Post Estimate [New]

	Market Year Begin
	
	10-2003
	
	10-2004
	
	10-2005

	Area Planted
	248
	248
	220
	190
	250
	250

	Area Harvested
	248
	248
	220
	190
	250
	250

	Production
	6182
	6182
	5800
	5857
	7200
	7500

	TOTAL SUPPLY
	6182
	6182
	5800
	5857
	7200
	7500

	Utilization for Sugar
	6182
	6182
	5800
	5857
	7200
	7500

	Utilizatn for Alcohol
	0
	0
	0
	0
	0
	0

	TOTAL UTILIZATION
	6182
	6182
	5800
	5857
	7200
	7500


Price Table

Table 4. Wholesale Price of Grade 1 Granulated Sugar in Guangxi Province

	Wholesale Price of Grade 1 Granulated Sugar in Guangxi Province
 

	RMB/MT (US$1.00=RMB8.26)
 

	Month
	2002
	2003
	2004
	2005

	January 
	2,858
	2,280
	2,548
	2,590

	February
	2,759
	2,358
	2,502
	2,996

	March
	2,707
	2,439
	2,666
	3,132

	April
	2,628
	2,376
	2,781
	3,109

	May
	2,813
	2,310
	2,839
	3,115

	June
	2,815
	2,265
	2,896
	3,224

	July
	2,744
	2,140
	2,870
	3,417

	August
	2,616
	2,120
	2,943
	3,467

	September
	2,652
	2,247
	3,123
	 

	October
	2,653
	2,328
	2,847
	 

	November
	2,483
	2,577
	2,633
	 

	December
	2,331
	2,598
	2,585
	 

	 
	 
	 
	 
	 

	Yearly Average 
	2,671
	2,337
	2,769
	 

	Source: Guangxi Sugar Exchange Center
	 

	Website: www.chinasugarmarket.com
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Sheet1

		China's Average Corn Wholesale Prices

		(Renminbi Per Metric Ton, USD 1.00 = RMB 8.27)

				Producing Region/1		Consuming Region/2

		National Average

		December (2002)		990		1054

		January (2003)		980		1105

		February		981		1080

		March		991		1078

		April		993		1097

		May		984		1108				1136.4166666667

		June		986		1105

		July		979		1100

		August		991		1108

		September		981		1118

		October		983		1140

		November		1125		1300

		December		1125		1298

		January (2004)		1178		1355				1382.4166666667		21.60%

		February		1153		1318

		March		1185		1355

		April		1270		1415

		May		1290		1408

		June		1293		1413

		July		1315		1440

		August		1325		1460

		September		1290		1435

		October		1200		1385

		November		1140		1305

		December		1120		1300

		January (2005)		1113		1275

		February		1088		1243

		March		1125		1273

		April		1148		1290

		May		1158		1285

		June		1155		1283

		July		1165		1293

		/1 Heilongjiang, Jilin, Shandong, Henan

		/2 Tianjin, Fujian, Jiangxi, Hubei

		Source: China National Grain and Oils Information Center
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				Corn price in production region		Rice (milled) price in production region		Wheat price in Producion region		Corn Export FOB price in $US

		September		981		1,480		1,135

		October		983		1,490		1,125

		November		1125		1,640		1,253

		December		1125		1,870		1,407

		January (2004)		1178		1,990		1,410

		February		1153		2,100		1,440

		March		1185		2,490		1,640

		April		1270		2,450		1,630

		May		1290		2,660		1,610

		June		1293		2,650		1,580

		July		1315		2,590		1,560

		August		1325		2,480		1,600

		September		1290		2,470		1,630

		October		1200		2,440		1,610		1,322

		November		1140		2,390		1,635		1,157

		December		1120		2,380		1,610		1,074

		January (2005)		1113		2,380		1,570		1,074

		February		1088		2,380		1,553		1,074

		March		1125		2,360		1,530		1,074

		April		1148		2,330		1,503		1,074

		May		1158		2,310		1,470		1,074

		June		1155		2,290		1,453		1,074

		July		1165		2,200		1,473		1,074
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Sheet1

		Wholesale Price of Grade 1 Granulated Sugar in Guangxi Province

		Year		2002		2003		2004		2005

		January		2,858		2,280		2,548		2,590

		February		2,759		2,358		2,502		2,996

		March		2,707		2,439		2,666		3,132

		April		2,628		2,376		2,781		3,109

		May		2,813		2,310		2,839		3,115

		June		2,815		2,265		2,896		3,224

		July		2,744		2,140		2,870		3,417

		August		2,616		2,120		2,943		3,467

		September		2,652		2,247		3,123

		October		2,653		2,328		2,847

		November		2,483		2,577		2,633

		December		2,331		2,598		2,585
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