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This report includes a news synopsis of trade policy and agricultural/commodities in China.  Trade policy updates include:  China adjusted export rebate rates on certain commodities, seventy percent of textile enterprises hurt by reduced tax rebate policy, NDRC announced the Implementation Measures of 2007 Tariff Rate Quota (TRQ) Allocation for Imported Grains and Cotton, China-Chile Free Trade Agreement (FTA) effective October 1, 2006, Malaysia agreed to lift the ban on Chinese frozen broiler meat.  Agricultural/Commodities updates include:  2006 China's cotton production expected to reach 6.34 MMT, China's grain production forecast at 490 MMT in 2006, high market prices drives expansion of sugar area by 10 percent in 2006/07, Xinjiang fragrant pear exports ready for the U.S. market, the Ministry of Agriculture to strengthen clenbuterol inspection before swine slaughter, Shanghai seized 1.4 MT of pork livers containing clenbuterol.
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Trade Policy

China adjusted export rebate rates on certain commodities

On September 14, Chinese government released its new export rebate policy, effective September 15.  According to the new policy, tax rebates on exports of high energy-consuming, resource-intensive and environmentally harmful products are reduced or abolished; rebates on high-tech products and some processed agricultural products are increased.  Related agricultural products include: wood charcoal, wooden sleeper (abolished); some wooden products include plywood, wooden frames, and textile products include cotton yarn (reduced from 13 percent to 11 percent); frozen boneless beef, frozen boneless sheep, and goat meat (increased from 5 percent to 13 percent); some plant oil include crude soybean oil (increased from 11 percent to 13 percent).  Detailed information 

with H.S. code is available at http://www.mofcom.gov.cn/accessory/200609/1158299499802.xls
In addition, China also revised the “List of Restricted Commodities in Processing Trade”.  All commodities that have been abolished export rebates were added to this list.  (MOFCOM website, 09/15/2006, ZL)
Seventy percent of textile enterprises hurt by reduced tax rebate policy

China’s Ministry of Commerce (MOFCOM) reduced the tax rebate rate to 11 percent from 13 percent for textile products effective on September 15, 2006.  Industry sources reported total textile and apparel exports valued at more than US$100 billion for 2005, of which 40 percent are textile products. The averaged profit for the sector stands at about 3 percent.  Some industry insiders believe this policy will help increase the value of textile exports. (China Cotton Marketing Info, 09/21/06, WXP)

NDRC announced the Implementation Measures of 2007 Tariff Rate Quota (TRQ) Allocation for Imported Grains and Cotton

On September 26, the National Development and Reform Commission (NDRC) published the Implementation Measures of 2007 Tariff Rate Quota (TRQ) Allocation for Imported Grains and Cotton.  Import TRQ’s for grain and cotton were phased in during CY2004 and no further changes to quantities are scheduled (894,000 MT for cotton; 9.636 MMT for wheat; 7.2 MMT for corn and 5.32 MMT for rice).  Allocation measures and requirements are the same as those in 2006.  The document also contains one appendix: the Application Form of Agricultural Product Import TRQ Certificate. (cncotton.com, 09/27/06, WXP)

China-Chile Free Trade Agreement (FTA) effective October 1, 2006 

The Chinese Ministry of Finance disclosed that the China-Chile FTA will become effective on October 1, 2006.  China will implement agreed tariffs on 7,391 HS codes for imported Chinese products.  Vegetable tariffs will be reduced by 50 percent and wine will be reduced by 10 percent.  Concurrently, Chile will implement agreed tariff on 5,891 HS codes for imported products from China.  Fruit and vegetables tariffs will be completely eliminated come October 1.  (China Economic Daily, 9/22/2006, ZJP)  

Malaysia agreed to lift the ban on Chinese frozen broiler meat 

On September 13, 2006, the Malaysian Minister of Agriculture and Agriculture Industry agreed to lift its ban on Chinese frozen broiler meat imports from non-avian influenza impacted regions.  All Malaysian companies are allowed to import frozen broiler meat from China.  However, import quantity will be based on domestic demand.  (China Food Newspaper, 9/26/2006, ZJP)

Agriculture/Commodities

2006 China’s cotton production expected to reach 6.34 MMT

In a recent report, the China Cotton association (CCA) estimated 2006 domestic cotton production to reach 6.34 MMT, up by 11 percent over 2005. This forecast is based on an estimated planted area of 5.376 MHA (up 6 percent over 2005), and favorable growing conditions nationwide.  The weather situation in the coming month will be critical to the final production number. (cncotton.com, 09/21/06, WXP)

China Grain Production Forecast at 490 MMT in 2006

Despite natural calamities in some regions, China’s grain production is expected to increase for the third consecutive year to 490 million metric tons (MMT) in 2006, according to a recent national grain conference.  China National Grain and Oil Information Center predict that wheat production is estimated to increase 103 MMT, up 5.5 MMT from the previous season; rice production is expected to remain unchanged at 180 MMT; corn production is forecast at 141 MMT, up 1.6 MMT from last year.  The center also predicted a surplus of wheat, a balanced supply and demand of rice and a corn export volume of 3 MMT during the 2006/07 marketing year.  (International Business Daily, 9/23/06, WBG)

 High Market Prices Drive Sugar Area expansion by 10 percent in 2006/07

The 2006/07 sugar planted area is forecast to increase by 10 percent from the previous year and the production is forecast to increase by 20 percent.  The acreage increase is due to current high sugar prices in 2005/06.  Sugar cane purchase prices reached record highs this year.  In Guangxi province in southern China, the top sugar producer in China, purchase prices for sugar cane were quoted at RMB 280 to 290 ($35-$36) per ton.  China produced 8.82 million metric tons of sugar in 2005/06. During the first seven months of 2006, China imported 656,000 MT of sugar, down 9 percent from the previous year. Sugar export volume also declined by 20 percent to 92,000 MT in the same period.  Although there is a gap between supply and demand, high world market prices have limited Chinese sugar imports in 2005.  Additionally, the release of state reserve sugar and the use of sugar substitutes have also alleviated the pressure.  (International Business Daily, 9/25/06, WBG)

Xinjiang Fragrant Pears Exports ready for the U.S. Market

Fragrant pears produced in Northwestern Xinjiang province will be exported to the United States this season, following an official notification of USDA’s APHIS to China’s quarantine agency:  AQSIQ.  The two governments signed a work plan of plant quarantine for Chinese fragrant pears to export to the United States in December 2005 and APHIS officials finished their inspections on orchards and packinghouses in August 2006.  China also exports fragrant pears to Canada and Australia.  (AQSIQ web site, 9/27/2006, WBG)

The Ministry of Agriculture vows to strengthen clenbuterol inspection before swine slaughter

On March 20, 2006, the Ministry of Agriculture (MOA) issued an urgent memo requesting Agricultural Bureaus in select producing areas of China to strengthen monitoring on feed plants and improve the quality of swine inspections before slaughter.  The memo indicates there has been an increased use of clenbuterol and ractopamine in ruminant feed.  Both clenbuterol and ractopamine are banned in ruminant feed in China due to food safety concerns.  (China Livestock and Veterinary Newspaper, 9/24/2005, ZJP)

Shanghai seized 1.4 MT of pork livers containing clenbuterol

Shanghai Food and Drug Administration disclosed several local government agencies jointly closed down 7 illegal pork liver markets in Shanghai.  They seized 1.4 MT of pork livers containing clenbuterol.  Recently, there were several outbreaks of food safety cases due to consumption of pork products containing clenbuterol.  Clenbuterol is banned in ruminant feed in China due to food safety concerns. (China Food Newspaper, 8/22/2006, ZJP)

Henan Province identified 40 cities and counties to focus on livestock development

Henan Provincial Livestock Bureau recently disclosed that Henan identified 40 cities and counties to focus on livestock development in the 11th Five-Year-Plan (2006-2010).  The livestock output value is targeted to account over 50 percent of the total output value of agriculture by 2010.  Annual increase of meat, egg and milk production is targeted at over 10 percent. (China Food Newspaper, 8/22/2006, ZJP)
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