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FRESH ORANGES

PS&D Table
Country Brazil
Commodity Oranges, Fresh (HECTARES)(1000 TREES)(10C
2003 Revised 2004 Estimate 2005 Forecast UOM
USDA Official | Estimate[DA Official | Estimate[DA Official | Estimate[New]
Market Year Begin 07/2004 07/2005 07/2006 MM/YYYY
Area Planted 866400 866400 851000 851000 856000 832700 (HECTARE
Area Harvested 730900 730900 740600 740600 745600 722600 (HECTARE
Bearing Trees 211000 211000 214000 214000 216000 216000 (1000 TRE
Non-Bearing Trees 49000 49000 41000 41000 41000 41000 (1000 TRE
TOTAL No. Of Trees 260000 260000 255000 255000 257000 257000 (1000 TRE
Production 19054 19054 16565 16565 18238 18523 (1000 MT)
Imports 0 0 0 0 0 0 (1000 MT)
TOTAL SUPPLY 19054 19054 16565 16565 18238 18523 (1000 MT)
Exports 90 90 41 41 82 82 (1000 MT)
Fresh Dom. Consumptiol 4847 4684 4529 4529 4773 5182 (1000 MT)
Processing 14117 14280 11995 11995 13383 13259 (1000 MT)

TOTAL DISTRIBUTION 19054 19054 16565 16565 18238 18523 (1000 MT)
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Production
PS&D Tables
The following tables provide revised data for Sao Paulo and total Brazilian fresh orange

production, supply and demand (PS&D) for marketing years (MY) 2004/05, 2005/06 and MY
2006/07 (July-June).

Sao Paulo: Fresh Oranges PS&D (Jul-Jun)
(1,000 ha, million trees & million 40.8 kg boxes)

I[tem/Marketing Y ear 2004/05 2005/06 2006/07

(Bloom/Harvest) (03/04) (04/05) (05/06)
Production 380.0 320.0 365.0
Exports 22 1.0 2.0
Domestic Consumption 41.8 37.0 48.0
Processing FCOJ 318.0 261.0 290.0
Processing NFC (exports) 18.0 21.0 25.0

Brazil: Fresh Oranges PS& D (Jul-Jun)
(2,000 ha, million trees & million 40.8 kg boxes)

I[tem/Marketing Y ear 2004/05 2005/06 2006/07
(Bloom/Harvest) (03/04) (04/05) (05/06)
Total Production 467.0 406.0 454.0
Sao Paulo 380.0 320.0 365.0
Others 87.0 86.0 89.0
Exports 2.2 1.0 2.0
Sao Paulo 2.2 1.0 2.0
Domestic Consumption 114.8 111.0 127.0
Delivered to processors 350.0 294.0 325.0
Sao Paulo (FCOJ + NFC exports) 336.0 282.0 315.0
Others 14.0 12.0 10.0

General

The Agricultural Trade Office (ATO)/Sao Paulo forecasts the MY 2006/07 (July-June) Brazilian
orange crop at 454 million 40.8 kg boxes (Mbx), up 48 MBx relative to previous MY (406
Mbx). The commercial area of the state of Sao Paulo and the western part of Minas Gerais
are expected to produce 365 Mbx, up slightly from the previous forecast. The crushing
season began in May, but processing should intensify in July. Other growing regions should
account for 89 Mbx, according to the latest estimates of the Brazilian Geography and
Statistics Institute (IBGE).

The increase in production is explained mainly by higher expected yields. The Brazilian

agricultural yield for MY 2006/07 is projected at 2.1 boxes/tree, an 11 percent increase over
the previous season. Orange trees were less stressed by the smaller crop in 2005 and the
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Hamlin and Valencia varieties are in the on-year of the biennial production cycle. In addition,
improved weather allowed for better fruit-setting and development.

The Sao Paulo State Institute of Agricultural Economics (IEA) released the results of the
fourth orange crop survey (April 2006) for the 2005/06 crop (MY 2006/07). The Sao Paulo
crop, including both commercial and non-commercial areas, is estimated at 356.9 MBx, up
4.8 MBx compared to MY 2005/06 (352.1 Mbx). Note that IEA takes into account the entire
state of Sao Paulo, while ATO estimates follow the citrus industry methodology limited to the
commercial production area of the state plus the western part of Minas Gerais. IEA also
reports that the state of Sao Paulo orange tree inventory is estimated at 212.6 million trees
(182.7 miillion bearing and 29.9 million non-bearing trees). Industry sources indicate that
the Sao Paulo and Minas Gerais orange commercial areas could contribute 345 to 375 MBXx
for MY 2006/07.

Area and Tree Inventory

Total Brazilian tree inventory for MY 2006/07 is projected at 257 million trees (216 million
bearing and 41 million non-bearing trees), up 2 million trees from revised figures for MY
2005/06 (214 million bearing and 41 million non-bearing trees). The tree inventory
projection for MY 2006/07 in the Sao Paulo citrus belt remains unchanged at 164 and 37
million bearing and non-bearing trees, respectively.

Total MY 2006/07 orange area is forecast at 832,700 (ha), a 2 percent decrease from the
previous crop (851,000 ha.). The reduction in area is a consequence of a revision of the
bearing tree density (number of bearing trees per area) estimate for the commercial areas of
Sao Paulo and western Minas Gerais; now estimated at 309 trees per hectare.

The table below shows the estimates for area and tree inventory for MY 2004/05, MY
2005/06 and MY 2006/07.

Brazil: Fresh Oranges PS& D (Jul-Jun)
(1,000 ha, million trees & million 40.8 kg boxes)

[tem/Marketing Y ear 2004/05 2005/06 2006/07
(Bloom/Harvest) (03/04) (04/05) (05/06)
Area Planted 866.4 851.0 832.7
Sao Paulo 670.0 651.0 632.7
Others 196.4 200.0 200.0
AreaHarvested 730.9 740.6 722.6
Sao Paulo 542.0 548.0 530.0
Others 188.9 192.6 192.6
Bearing Trees 211.0 214.0 216.0
Sao Paulo 160.0 162.0 164.0
Others 51.0 52.0 52.0
Non-Bearing Trees 49.0 41.0 41.0
Sao Paulo 45.0 37.0 37.0
Others 4.0 4.0 4.0
Tota Trees 260.0 255.0 257.0
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Sugarcane has been replacing orange groves to some extent in the state of Sao Paulo.
The Center for Advanced Studies in Applied Economics (CEPEA) of the University of Sao
Paulo’s College of Agriculture “Luiz de Queiroz” (ESALQ) has estimated the area
coefficient between sugarcane and oranges based on IEA figures for 2001 and 2005, as
shown below. While in 2001, there was 1.9 hectares of sugarcane for each 1 hectare of
oranges; this relationship increased 63 percent to 3.1 to 1.

Area Coefficient (SugarCane/Orange) in the State of Sao Paulo

Region 2001 2005 Variation

North & Northeast 1.9 3.1 63%
Center 2.8 3 %
Southeast - Traditional 1.68 1.75 4%
Southeast - New areas 2.8 25 -11%

Source: CEPEA/ESALQ/USP.

Data should be viewed in context; it does not mean that sugarcane has been planted in
uprooted citrus groves. Most replacement has occurred in old, unproductive groves or in
those with disease problems (which would normally be eradicated), especially in the north-
northeast region. Competitive and profitable citrus groves remain and investments in new
plantings continue, mainly by large producers.

As reported by the Citriculture Defense Fund (Fundecitrus), 509 inspected nurseries were in
operation in March 2006. They are virtually all protected (508 out of 509 units), e.g., they
maintain seedlings within screened enclosures, in accordance with Sao Paulo State law. The
number of inspected seedlings amounted to 11,364,587 and the number of inspected
rootstock totaled 8,723,941. These figures represent a decrease in the average number of
seedlings available for planting compared to the same period in 2005 and could represent a
limitation for the next planting season.

Diseases

The 2006 citrus canker sampling survey in the commercial area of the states of Sao Paulo
and Minas Gerais has not been released yet, but preliminary data indicate that 0.20 to 0.25
percent of the sampled blocks show citrus canker, due to weather conditions which favor the
disease and reduced inspections. Fundecitrus reports 0.14 and 0.11 percent for 2004 and
2005, respectively. The higher than expected incidence of canker in 2006 does not, however,
indicate that the situation is out of control.

The tables below show the evolution of citrus canker for 2005 and 2006 (January-March),
according to Fundecitrus. Cumulative tree eradication from commercial groves in 2005 was
204,898 down 39,347 tress compared to 2004. Cumulative eradication from commercial
groves in 2006 (January-March) is 89,621, up 15,642 trees relative to the same period in
2005.

Note that approximately 1 million seedlings were eradicated in the beginning of 2006 due to
detection of canker in protected nurseries. Through June 6, citrus canker was found in 13
nurseries in the citrus belt. Fundecitrus and the Sao Paulo State Secretariat of Agriculture
have been continuously working to combat the disease, since canker still represents a
problem in the citrus belt.
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Evolution of Citrus Canker in the State of Sao Paulo, 2005

Block Domestic Grove Nurseries
Month New econtaminatic Total Plants Totd Plants Totd Plants
Eradicated Eradicated Eradicated
Jan-Mar 64 113 177 73,979 1,368 39,884 0 0
Apr-Jun 74 99 173 63,715 2,446 74,227 0 0
Jul-Sep 44 62 106 35,894 3,688 121,433 0 0
Oct-Dec 29 44 73 31,310 1,959 100,586 0 0
Total 211 318 529 204,898 9,461 336,130 0 0
Source: Sao Paulo State Fund for Defense of Citriculture (FUNDECITRUS).
Evolution of Citrus Canker in the State of Sao Paulo, 2006
Block Domestic Grove Nurseries
Month New econtaminatic Total Plants Totd Plants Totd Plants
Eradicated Eradicated Eradicated
Jan-Mar 73 88 161 89,621 1,505 35,542 9 1,058,768

Source: Sao Paulo State Fund for Defense of Citriculture (FUNDECITRUS).

At the moment, Greening or huanglongbing (HBL) is the major threat confronted by the
citrus industry, due to its severity and rapid dissemination. According to Fundecitrus, the
2006 survey (updated 06/06/2006) shows that 115.9 and 32.8 million trees were inspected
and reinspected, respectively for HBL. Fundecitrus estimates that 0.1 to 0.2 percent of the
tree inventory is affected by the disease (200,000 to 400,000 plants) and that another
400,000 plants have already been eradicated. A total of 2,131 farms (27 percent of
inspected farms) showed contamination by HBL and the disease has spread out to
approximately 100 counties. However, 90 percent of the disease is concentrated in the
Araraquara region. Planting of healthy seedlings, vector (Diaphorina citri) control and
eradication of affected plants are the principal measures being taken to control the disease.
Regular inspecting of groves is fundamental to containment of HBL.

Fundecitrus has made attempts to increase growers’ awareness of the importance of this
disease as well as of the need to regularly inspect or monitor groves. According to a survey
conducted by the institute, about 82 percent of growers are conscious of the disease,
whereas the reminder are either not conscious or show some resistance towards inspection.
On the other hand, only 18 percent responded that they have a team prepared for regular
inspections. The survey also shows that only 45 percent of growers spray regularly to
control the vector, whereas 40 percent do not spray at all.

The resistance to inspection and/or spraying may be due to the additional cost. The cost of 6
inspections per year is estimated at R$ 0.25 — 0.55/box; depending on the productivity of
the grove (1,200 to 500 box/ha). The additional cost to control the vector is estimated at R$
0.10 — 0.25/box for farms with productivity of between 1,200 and 500 boxes/ha.

The tables below show the evolution of the Sudden Death of Citrus in the state of Sao Paulo.
According to the latest survey (2005), approximately 87,000 plants show symptoms.
Cumulative data shows that almost 1 million trees were affected since 2002. The disease
has spread since 2002, especially in the counties of Barretos and Colombia. SDC is restricted
to the northern and northwestern region of Sao Paulo and the western region of Minas
Gerais. The expansion of SDC could be slower than initially predicted by the industry. Note
that no SDC survey will be conducted by Fundecitrus in 2006.
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Sudden Death of Citrus Surveysin the State of Sao Paulo

2002 (Jun-Sep) 2003 (2003 (Sep-Dex) 2005 (Apr-Jul)
Inspected Affected Inspected Affected Inspected Affected
Counties 7 5 62 18 116 12
Farme 524 88 9,588 107 12,221 84
Blocks 3,338 398 39,945 560 49,215 448
Trees 8,705,526 22,100 65,066,234 44449 79,103,921 86,595

Source: Fundecitrus.

Sudden Death of Citrusin the State of Sao Paulo (Cumulative Data 1/

2002 2003 2005
Counties 5 18 18
Farms 88 110 122
Blocks 407 696 795
Trees 22,100 436,631 950,607

Source: Fundecitrus 1/ Includes cumulative data in between the survey

Cost of Production

The cost to produce oranges can differ significantly depending on the variables and technical
coefficients utilized in estimating line items, and in the cost components considered. The
table below shows a comparison among different sources organized by GHILARDI, A.A., and
presented at the 28" Citrus Week in Cordeiropolis, Sao Paulo.

Note the variation in cost components included in cost analyses, depending on the source.
According to the results, total production cost varies from R$ 7.35 to R$ 11.17/box. In dollar
terms, total production costs range between US$ 3.31 and 6.72/box. Considering only the
effective operational costs, results show a 63 percent variance (R$ 5.17 to 8.43/box or US$
2.33 to 3.73/box), indicating that citrus production does not follow one production system
pattern.
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Orange Production Cost' in the State of Sao Paulo (MY 2005/06, R$/Box)

Iltem Balzi?:;/ Ista Larag;’);li; Associtrus Aggzrlljual Conab
Period of Survey Sep-05 Dec-05 Jun-05 Mar-06
Number of Trees/ha. 300 300 300 400 408 400
Boxes per ha. 600 600 537 890 979 716
Labor 0.26 0.44 0.78 0.47 0.48 0.83
Machinery and equipaments 1.05 1.68 0.98 0.59 1.04 0.67
Lime and Fertilizer 0.95 0.95 1.66 1.47 1.09 1.16
Defensives 1.51 3.61 3.33 2.66 2.04 2.01
Harvest 1.40 1.40 1.68 1.68 1.50 1.55
Effective Operational Cost (EOC) 5.17 8.08 8.43 6.87 6.15 6.22
Depreciacion, Grove 0.75 0.75 2.11 1.17 0.73 1.39
Depreciacion, Machinery and Equip. 0.33 0.52 0.41 0.25 0.35 0.07
Total Operational Cost (TOC) 6.25 9.36 10.95 8.29 7.24 7.68
Freight 0.60 0.60 0.72 0.72 - 0.46
Taxes? 0.27 0.27 0.32 0.32 0.18 0.32
Interest Rate® 0.23 0.35 - - - 0.81
Energy/Insurance/Telephone - -- 0.16 0.08 0.16 0.08
Miscelaneous® - -- 0.17 0.11 0.21 0.24
TOC + Transaction (TOC&T) 7.35 10.58 12.32 9.52 7.78 9.60
Administrative Labor -- -- 0.42 0.36 0.29 0.29
Return on Capital -- -- 1.18 0.67 -- 0.86
Return on Hectares - -- 1.26 0.76 -- 0.42
Total Cost 7.35 10.58 15.19 11.30 8.08 11.17

Source: Ghilardi. A.A. "Abordagens de Custo de Producao em Citrus. 28th Citrus Week, June 2006, Cordeiropolis, SP

1/ Cost structure based on different sources. 2/ 2.3% of the estimated return. 3/ For the Revista Laranja costs: 8.75%p.y.
applied over 50% of the EOC. 4/ Accounting, technical assistance, irrigation, seedlings, etc. 5/ Expanded costs include
additional sprays and others.

GHILARD, A.A. also generated a table including cost components not incorporated in the
original cost structure tables of some of these institutions, as seen below (imputed data in
yellow). Note that the total costs still show a wide variance (R$ 10.21 to 15.56/box) or US$
4.60 to 6.88/box).
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Orange Production Cost' in the State of Sao Paulo with imputed data (MY 2005/06, R$/Box)

Item B;?;’;Sta LaraEr:(]sér?;:;g Associtrus Ag'n;lzr;ual Conab
Period of Survey Sep-05 Dec-05 Jun-05 Mar-06
Number of Trees/ha. 300 300 300 400 408 400
Boxes per ha. 600 600 537 890 978 716
Labor 0.26 0.44 0.78 0.47 0.48 0.83
Machinery and equipaments 1.05 1.68 0.98 0.59 1.04 0.67
Lime and Fertilizer 0.95 0.95 1.66 1.47 1.09 1.16
Defensives 151 3.61 3.33 2.66 2.04 2.01
Harvest 1.40 1.40 1.68 1.68 1.50 1.55
Effective Operational Cost (EOC) 5.17 8.08 8.43 6.87 6.15 6.22
Depreciacion, Grove 0.75 0.75 2.11 1.17 0.73 1.39
Depreciacion, Machinery and Equip. 0.33 0.52 0.41 0.25 0.35 0.07
Total Operational Cost (TOC) 6.25 9.36 10.95 8.29 7.24 7.68
Freight 0.60 0.60 0.72 0.72 0.72 0.46
Taxes’ 0.27 0.27 0.32 0.32 0.18 0.32
Interest Rate” 0.23 0.35 0.37 0.30 0.27 0.81
Energy/Insurance/Telephone 0.15 0.15 0.16 0.08 0.16 0.08
Miscelaneous* 0.15 0.15 0.17 0.11 0.21 0.24
TOC + Transaction (TOC&Tr) 7.65 10.88 12.69 9.82 8.77 9.60
Administrative Labor 0.38 0.38 0.42 0.36 0.29 0.29
Return on Capital 1.05 1.05 1.18 0.67 0.61 0.86
Return on Hectares 1.13 1.13 1.26 0.76 0.69 0.42
Total Cost 10.21 13.44 15.56 11.60 10.36 11.17

Source: Ghilardi. A.A. "Abordagens de Custo de Producao em Citrus. 28th Citrus Week, June 2006, Cordeiropolis, SP

1/ Cost structure based on different sources. 2/ 2.3% of the estimated return. 3/ For the Revista Laranja costs: 8.75%p.y.
applied over 50% of the EOC. 4/ Accounting, technical assistance, irrigation, seedlings, etc. 5/ Expanded costs include
additional sprays and others.

Producers’ Prices

The Orange Index price series released by the University of Sao Paulo’s College of Agriculture
“Luiz de Queiroz” (ESALQ) records prices for both the fresh domestic market and product
delivered to orange juice processing plants in the state of Sao Paulo. Both series have
tracked orange prices since September 1994. Prices for the fresh market are for fruit on the
tree. Dollar based prices varied between US$ 3.04 and 5.47/box (spot prices — industry)
along the MY 2005/06 processing season. Index prices follow:
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Orange Prices paid by Sao Paulo industry - spot market (Pera, Natal,
Vaenciavarieties, average pricesin Reais - R$, 40.8 kg box, fruits
Month 2001

Jan
Feb
Mar
Apr
May
Jun 1/
Jul
Aug
Sep
Oct
Nov
Dec

Source: CEPEA/ESALQ 1/ June 2006 price refers to June 20.

3.98
511
5.46
5.50
5.50
6.97
7.16
7.44
8.08
8.97
9.27

2002

8.71
7.19
6.00
5.80
5.04
5.55
7.75
8.25
8.49
10.86
11.21
10.98

2003

10.07
7.58
6.25
5.67
5.78
7.30
7.86
8.76
9.25
9.72

10.21
9.98

2004

9.87
7.05
5.29
4.91
5.03
4.99
5.51
6.22
5.98
6.39
7.23
7.31

2005

7.08
6.83
6.01
5.85
6.10
7.14
8.71
8.44
7.94
7.86
9.70
11.53

2006

12.13
9.90
8.66
7.58
7.21
8.49

Orange Prices received by Producers in the Domestic Market (Pera
Variety, average prices in Reais - R$, 40.8 kg box, fruits on the tree).
Month 2001

Jan
Feb
Mar
Apr
May
Jun 1/
Jul
Aug
Sep
Oct
Nov
Dec

Source: CEPEA/ESALQ 1/ June 2006 price refers to June 20.

4.15
6.33
9.97
9.82
8.51
7.88
8.31
9.27
10.34
11.30
11.69
11.62

2002
11.29
10.62
10.50
10.07

8.86

8.07

7.92

8.45

8.96
10.91
12.62
12.79

2003
13.48
13.76
15.69
14.16
11.04

9.13

8.63

9.12
10.25
12.16
12.70
12.03

2004

11.29
10.43
9.42
8.95
8.68
7.86
6.97
6.78
6.85
7.91
8.62
9.00

2005
9.13
9.78
12.64
11.66
9.36
8.79
8.97
9.13
9.73
11.04
1251
13.85

2006
15.68
19.53
19.08
13.72
10.68

9.36

Citrus growers have been actively attempting to renegotiate orange contracts with the
industry since April 2006. The collective negotiations include representatives of the Brazilian
Citriculture Association (Associtrus), the Agricultural Federation of the State of Sao Paulo
(FAESP), Cutrale and Coinbra (Louis-Dreyfus). As of June 23, no agreement had been
reached. Citrosuco and Citrovita have not joined the meetings but will likely renegotiate
contracts on an individual or case-by-case basis.

According to CEPEA, most contracts were set in 2004 at US$ 2.80 — 3.30/box, delivered at
the gate, for 3 to 5 years. However, drastic changes have occurred to the industry during
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the past 2 years and growers have sought to renegotiate. Some renegotiated contracts
include additional payments tied to variation of the price of orange juice in Europe.

Citrus production in Florida has fallen as a consequence of the hurricanes in 2004 and 2005
and disease related problems such as Canker and Greening. In addition, recent studies
conducted by the University of Florida project a continuation of this decline in production for
up to 15 years. As a consequence of short supply, orange Juice prices in the New York
Exchange and Rotterdam have increased steadily and current prices are over US$ 2,000 per
metric ton. However, most contracts were set by Brazilian growers before June 2005 and do
not reflect the sharp increase the juice prices that occurred thereafter.

The attractiveness of sugarcane has affected growers’ decision on renewing old citrus groves
or those affected by diseases such as cvc, Canker, SDC and Greening. Some growers have
shifted to sugarcane to pursue a better return on investment. According to CEPEA, during
MY 2002/03, the return on 3 boxes of oranges was equivalent to the return on 1 metric ton
of sugarcane, whereas 5 boxes of orange were necessary to match 1 metric ton of sugarcane
for MY 2005/06.

The appreciation of the local currency, the Real, vis-a-vis the US dollar has also reduced the
profitability of citrus, since contracts are negotiated in dollars but producers receive payment
in Reais. The value of the US dollar fell 23 percent between August 2004 and June 2006. At
the same time, production costs increased as a consequence of increased spraying due to
disease, increases in diesel prices and other cost increases.

CEPEA estimates the total income of the citrus industry in 2005 at R$ 2.6 billion, down 16
percent compared to 2004. Citrus delivered to the industry for processing (R$ 2 billion) is
entirely responsible for this reduction, since delivery of citrus to the domestic market
increase by 6 percent (R$ 600 million).

Consumption

ATO/Sao Paulo forecasts total Brazilian orange consumption for MY 2006/07 at 127 Mbx, up
14 percent compared to MY 2005/06 (111 MBx). Domestic consumption estimates are taken
as the difference between production and the volume of oranges delivered to processors for
FCOJ and NFC production for exports. Note that these figures include actual domestic
consumption plus losses from natural drop, harvesting, transportation and packing. Fruit
delivered to processors for “not from concentrate (NFC)” orange production for the domestic
market is also included in these figures.

Trade
The total fresh orange export projection for MY 2006/07 remains unchanged from previous
forecast at 2 Mbx. The table below shows official fresh orange exports (NCM 080510.00) by

country of destination, for Calendar Year (CY) 2004 and MY 2003/04 and 2004/05 (July-
April), according to SECEX.
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Fresh Orange Exports by Country of Destination (MT & US$ 1,000 FOB)
CY 2005
Vaue

Country Quantity

Netherlands 15,326
Span 5,873
Portugal 2,948
United Kingdom 1,776
Oman 1,701
U.A.E. 517
France 499
Saudi Arabia 414
Indonesia 384
Germany 340
Others 874
Total 30,652

4,604
1,583
804
603
441
171
94
148
143
77
286
8,953

MY 2004 /05 1/
Quantity Value

38,572 9,947
9,165 1,966
2,256 445
21,923 4,069
1,814 373
1,242 361
431 67
1,751 553
143 44
181 37
10,496 3,087
87,973 20,950

15,233
5,804
2,948
1,773
1,701

517
499
414
384
318
849
30,439

MY 2005 /06 1/
Quantity

Value
4576
1,567

804
587
441
171
A
148
143
72
268
8,871

Source : Brazilian Department of Foreign Trade (SECEX), NCM 0805.10.00 1/ July-April
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ORANGE JUICE (0J)

PS&D Table
Country Brazil 65| Degrees Brix
Commodity Orange Juice (MT)
2003 Revised 2004 Estimate 2005 Forecast UOM
USDA Official | Estimate[DA Official | Estimate[DA Official | Estimate[New]
Market Year Begin 07/2004 07/2005 07/2006 MM/YYYY
Deliv. To Processors 14117000 14117000 11995000 11995000 13383000 13383000 (MT)
Beginning Stocks 56000 56000 101000 101000 31000 28000 (MT)
Production 1482000 1482000 1285000 1285000 1402000 1365000 (MT)
Imports 0 0 0 0 0 0 (MT)
TOTAL SUPPLY 1538000 1538000 1386000 1386000 1433000 1393000 (MT)
Exports 1417000 1417000 1335000 1335000 1367000 1347000 (MT)
Domestic Consumption 20000 20000 20000 23000 21000 26000 (MT)
Ending Stocks 101000 101000 31000 28000 45000 20000 (MT)

TOTAL DISTRIBUTION 1538000 1538000 1386000 1386000 1433000 1393000 (MT)

NOTE: The tables include Not From Concentrate (NFC) production for exports converted to
FCOJ 65 Brix equivalent using the following conversion factor: 1 metric ton of FCOJ 65 Brix
equals 5.273 metric tons of NFC 11.8 Brix.

Production

PS&D Tables

The following tables provide revised data for Sao Paulo and total Brazilian frozen
concentrated orange juice production, supply and demand (PS&D) for marketing years (MY)
2004/05, 2005/06 and 2006/07 (July-June).

To reiterate, the tables include Not From Concentrate (NFC) production for exports converted

to FCOJ 65 Brix equivalent using the following conversion factor: 1 metric ton of FCOJ 65 Brix
equals 5.273 metric tons of NFC 11.8 Brix.
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Sao Paulo: FCOJ PS&D (Jul-Jun)
(Million 40.8 kg boxes, TMT, 65 degrees brix)

I[tem/Marketing Y ear 2004/05 2005/06 2006/07
(Bloom/Harvest) (03/04) (04/05) (05/06)
Delivered to Processors 336.0 282.0 315.0
FCOJ 318.0 261.0 290.0
NFC 18.0 21.0 25.0
Beginning Stocks 56.0 101.0 28.0
Production 1,407.0 1,230.0 1,3150
FCOJ 1,335.0 1,150.0 1,218.0
NFC (FCOJ equiv) 72.0 80.0 97.0
Exports 1,3420 1,280.0 1,297.0
FCOJ 1,270.0 1,200.0 1,200.0
NFC (FCOJ equiv) 72.0 80.0 97.0
Domestic Consumption 20.0 23.0 26.0
Ending Stocks* 101.0 28.0 20.0

Brazil: FCOJ PS&D (Jul-Jun)
(Million 40.8 kg boxes, TMT, 65 degrees brix)

I[tem/Marketing Y ear 2004/05 2005/06 2006/07
(Bloom/Harvest) (03/04) (04/05) (05/06)
Delivered to Processors 350.0 294.0 325.0
Sao Paulo (FCOJ + NFC exports) 336.0 282.0 315.0
Others 14.0 12.0 10.0
Beginning Stocks * 56.0 101.0 28.0
Total Production 1,482.0 1,285.0 1,365.0
Sao Paulo FCOJ 1,335.0 1,150.0 1,218.0
Sao Paulo NFC (FCOJ equiv) 72.0 80.0 97.0
Others 75.0 55.0 50.0
Tota Supply 15380 1,386.0 1,393.0
Exports 1,417.0 1,335.0 1,347.0
Sao Paulo FCOJ 1,270.0 1,200.0 1,200.0
Sao Paulo NFC (FCOJ equiv) 72.0 80.0 97.0
Others FCOJ 75.0 55.0 50.0
Domestic Consumption 20.0 23.0 26.0
Ending Stocks 101.0 28.0 20.0
Total Distribution 15380 1,386.0 1,393.0

* Sao Paulo FCOJ stocks only.
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General

Total Brazilian FCOJ 65 Brix equivalent production for MY 2006/07 (July-June) is forecast at
1.365 million metric ton (mmt), up 80,000 mt compared to MY 2005/06 estimate (1.285
mmt), due to the expected higher availability of fruit for crushing. In addition, stocks are
reported to be at the lowest level in the past 15 years and the industry will likely crush as
much fruit as possible. The Sao Paulo industry should process 314 MBx of oranges for FCOJ
and NFC production, yielding 1.315 mmt of juice (1.218 mmt and 92,000 metric tons of FCOJ
and NFC, respectively). Other producing states should deliver 10 MBx for processing.

Some processing plants began operations in May, however the crushing pace should jump in
late July. The sector is highly concentrated with only five processors: Cutrale, Citrosuco,
Citrovita, Louis Dreyfus-Coinbra and Bascitrus.

Consumption

ATO/Sao Paulo’s projection for FCOJ domestic consumption for MY 2006/07 is 26,000 mt (65
Brix), up 3,000 mt from revised figure for MY 2005/06 (23,000 mt). The consumption of
fruit juices, including orange juice, has increased steadily in recent years.

Trade

Total Brazilian FCOJ exports for MY 2006/07 is forecast at 1.347 mmt (65 Brix), similar to MY
2005/06 (1.335 mmt), based on expected stable FCOJ consumption in the European Union
and in new markets such as China and Eastern Europe.

The Sao Paulo industry should contribute 1.2 mmt of FCOJ (65 Brix) and 97,000 mt of NFC
(converted to FCOJ equivalent), whereas other FCOJ producing states should export 50,000
mt. Major destinations include Europe and the U.S. Eastern Europe and China represent the
major growth markets for exports. As reported by trade sources, current FCOJ export prices
to Europe are reported at US$ 1,700 per metric ton FOB (bulk), compared to US$ 1000 a
year ago.

The tables below show official FCOJ exports (NCM 2009.11.00, NCM 2009.12.00 and
2009.19.00) by country of destination for CY 2005, MY 2004/05 and 2005/06 (July-May),
according to SECEX. Note that the “Others” category includes both FCOJ and Not From
Concentrate (NFC) exports. Post considers the average monthly price by country of
destination for the “Others” category as a criterion to distinguish between FCOJ and NFC
exports.

UNCLASSIFIED USDA Foreign Agricultural Service



GAIN Report - BR6010 Page 17 of 19

Frozen Concentrated / Non-Concentrated Orange Juice Exports (MT and US$ 1,000 FOB)

CY 2005 MY 2004 /05 1/ MY 2005/ 06 1/

Country Quantity Vaue Quantity Vaue Quantity Vaue

Belgium 504,328 357,043 411,080 303,254 472,978 365,797
U.SA. 187,238 158,702 180,663 145,875 153,253 149,072
Japan 89,142 74,304 71,931 59,979 71,052 63,317
Netherlands 82,878 62,583 157,334 114,653 46,527 37,591
China 49,394 37,160 32,372 24,609 41,486 35,907
Switzerland 24,257 16,895 5,451 4,590 40,866 30,345
South Korea 26,751 21,189 20,859 16,726 23,234 19,345
Puerto Rico 16,579 12,610 12,389 10,071 20,279 15,919
Austrdia 20,055 11,941 20,779 13,925 17,708 11,789
Israel 9,037 6,985 7,411 5,024 8,105 7,293
Others 49,414 36,720 33,353 24,460 43,767 38,834
Total 1,059,074 796,132 953,622 723,165 939,255 775,209

Source : Brazilian Department of Foreign Trade (SECEX), NCM 2009.11.00 1/ July-May

Brazilian Orange Juice Exports, Not Frozen and Brix under 20 (MT and USS$ 1,000 FOB)

CY 2005 MY 2004 05 1/ MY 2005/ 06 1/

Country Quantity Vaue Quantity Vaue Quantity Vaue

Belgium 220,184 52,764 165,443 36,285 224,489 61,004
Netherlands 141,899 37,344 88,478 22,646 129,438 36,405
U.SA. 83,032 19,905 74,459 16,424 95,801 20,696
Switzerland 7,319 1,739 0 0 12,343 3,248
Germany 1574 999 898 477 1,035 710
Chile 419 160 374 128 419 185
New Zeadland 736 226 666 207 379 124
China 0 0 0 0 176 93
Augtrdia 1,755 543 4,559 1,365 166 69
Angola 0 54 43 22 108 68
Others 266 108 293 101 222 97
Total 457,272 113,841 335,213 77,656 464,574 122,697

Source : Brazilian Department of Foreign Trade (SECEX), NCM 2009.12.00 1/July-May.
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Brazilian Orange Juice Exports, Others (MT and US$ 1,000 FOB)

Country
Netherlands
United Kingdom
Switzerland
Israel

Japan
Russia
Chile

Libya
Argentina
Italy

Others
Total

261,254

CY 2005
Quantity
203,291

Vaue
154,716
42 554
1,540
888
289
25
60
32
218
25
181
200,527

MY 2004 /05 U
Quantity Vaue

183,416 144,303
40,665 32,517
3,552 2,856
633 316
294 158
0 0
0 0
7 2
127 129
0 0
10,418 8,780
239,112 189,062

MY 2005/ 06 1/

Quantity
186,821
45,241
2,003
1,412
261

74
68
66
57
25

103
236,131

Vaue
170,267
41,521
1,542
1,547
153
82
57
32
83
25
123
215,431

Source : Brazilian Department of Foreign Trade (SECEX), NCM 2009.19.00 1/July-May.

Stocks

ATO/Sao Paulo ending stocks for MY 2006/07 are projected at 20,000 mt (65 Brix), down
8,000 mt in comparison with the revised estimate for MY 2005/06 (28,000 mt). Post
contacts report that current stock levels are the lowest in the past 15 years. Actual stocks

data is not available.

Policy

In late January 2006, the Secretariat for Economic Defense (SDE) confiscated several
documents from orange juice processing plants in a search for evidence of collusion or the
possible formation of an industry cartel. This investigation is still underway.

In February 2006, the International Trade Commission’s confirmed provisional anti-dumping
duties applied to Brazilian orange juice. These duties range from 9 to 60 percent, depending
on the processor. According to the industry, the duties should not decrease orange juice

exports to the U.S., due to a shortage in the U.S. supply.
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Exchange Rate

Exchange Rate (R¥/US$1.00 - official rate, last day of period)

Month 2002 2003 2004 2005 2006
January 242 3.53 2.94 2.62 2.22
February 2.35 3.56 291 2.60 214
March 2.32 3.35 291 2.67 2.17
April 2.36 2.89 2.94 2.53 2.09
May 2.52 2.97 3.13 2.40 2.30
June VY 2.84 2.87 311 2.35 2.25
July 3.43 2.97 3.03 2.39 --
August 3.02 2.97 2.93 2.36 --
September 3.89 2.92 2.86 2.22 --
October 3.65 2.86 2.86 2.25 --
November 3.59 2.95 2.73 221 --
December 3.53 2.89 2.65 2.26 -

Source: Gazeta Mercantil. Note: June 2006 ROE refers to June 20.
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