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Post has revised downwards forecast of Nigeria's wheat imports by about 20 percent to
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Executive Summary

Forecast of Nigeria’'s wheat imports for 2006/07 has been revised to 3.5 million tons, down
from 3.7 million tons in 2005/06. Wheat importers have cut back on imports and in some
cases shifted from the U.S. to other suppliers. Wheat imports from the U.S. in the first four
months of MY2006/07 reflect about 40 percent decline from the corresponding period of
2005/06. The decline is attributable to a combination of factors, namely: increase in wheat
prices and higher freight costs, attractive prices of local substitute staples due to bumper
harvest, early arrival of Ramadan fast and a decrease in cross-border exports of wheat flour.

Field visits to Nigeria’'s grains belt revealed that harvest has commenced in the southern
parts, which received rains early. The northern end of the grains belt, where rainfall
normally arrives late, is still green and flourishing. There was a short dry spell at the onset
of the planting season but rains resumed in June and have been adequate and well
distributed. Consequently, grain prices have declined considerably with the arrival in the
market of the new crop. Corn, sorghum, millet and cowpea showed marked decline in
prices, largely due to increased output.

Price Table
COMMODITY PRICE PRICE PERCENTAGE
(MT) 2004 2005 CHANGE
MAIZE 70,000 35,000 -50
SORGHUM 65,000 33,000 -49
MILLET 75,000 35,000 -53
RICE 120,000 90,000 -25
COWPEA 78,000 65,000 -17

Official estimates indicate that Nigeria’s grain production in 2006 increased ten percent over
2005. Nigeria’s agriculture is primarily subsistence, with low productivity and high post-
harvest losses. Less than 10 percent of the seeds planted by farmers are improved varieties.
Fertilizer availability has improved somewhat, partly because some states have increased
supply at subsidized rates. Also, it is election year and politicians are using fertilizers and
other farm inputs as campaign tools. The GON also supplied limited amount of fertilizer at
25 percent subsidy.

Imports of grains, such as corn, sorghum, millet and cassava products are prohibited by the
GON. Official sources indicate that the ban on imports is to protect local production.

Traditionally, Nigeria exports corn, sorghum, millet and cassava products to neighboring
countries in unrecorded cross border trade. Compared to 2005, the volume of such exports
has reduced considerably in 2006 because drought condition reported in Niger last year has
given way to favorable weather conditions this year. Thus, the decline in demand for grains
in neighboring countries has contributed to lower local prices.

There were localized reports of pest attacks and flooding of farmlands but rot significant
enough to affect overall output.

Exchange Rate: US$1 = 128 Naira
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WHEAT

PSD Table: Wheat

Nigeria
Wheat
2004 |[Revised 2005 [Estimate 2006 [Forecast] UOM
USDA | Post |_ ':.OStt USDA | Post | 'f[.OStt USDA | Post |_ ':.OStt
Official |Estimate|=> imate Official |Estimate|=S imate Official |Estimate|=S imate
New New New

Market Year Begin 07/2004| 07/2004 07/2005| 07/2008, 07/2006| 07/2006|MM/YYYY
Area Harvested 90 35 90 o5 35 90 90 35 90 (1|C_’|OA()’
Beginning Stocks 200 200 200 200 200 200 200 200 200 (1&1‘;
Production 70 60 70 85 60 70 75 60 70 (1&%’
MY Imports 3014 3014 3014 3700| 3800 3700 4300 4300 3500 (1&%’
TY Imports 3014 3014 3014 3700 38000 3700 4300 4300 3500 (1&%’
TY Imp. from U.S.| 2634 2634 2634 of 3300 3100 of 3800 2500 (1&%’
Total Supply 3284 3274 3284 3985| 4060 3970 4575 4560 3770 (1&%’
MY Exports g 0 0 0 0 0 0 0 of (1009

MT)
TY Exports 0 0 0 0 0 0 0 0 o (1000

MT)
Feed Consumption 109 100 100 125 125 110 125 130 120 (1&%’
FSI Consumption| 2984 29074 2984 3660 3735 3660| 4250 4230 3450 (1&%’
Total Consumption| 3084 3074 3084 3785 3860 3770 4375 4360 3570 (1&%’
Ending Stocks 204 200 200 200 200 200 200 200 200 (1&%’
Total Distribution| 3284 3274 3284 3985 4060 3970 4575 4s60| 3770 (1&%’
Yield 0.7777791.7142860.7777760.894737|1.7142860.7777780.833333|1.7142860.777778 (MT/HA)

Production

Wheat production is not significant in Nigeria because local climatic conditions are not
suitable. Wheat is grown under irrigation in a few states in northern Nigeria.

Consumption

Nigeria has excess milling capacity, yet new milling facilities will be commissioned soon.
Total installed milling capacity is estimated at 6.2 million tons per year, while utilized capacity
is currently estimated at 60 percent. Competition among existing mills is intense. Industry
sources indicate that profit margins have fallen considerably because of the rising price of
wheat and freight costs on the one hand and bakers’ resistance to price increase, on the
other.

Trade

Post has reduced forecast of Nigeria’s wheat imports to 3.5 million tons, down from the
revised estimate of 3.7 million tons in 2005/06. In the first four months of MY2006/07,
wheat imports from the U.S. fell almost 40 percent compared to corresponding period a year
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ago. The U.S. remains the dominant supplier of wheat to the Nigerian market but its market
share has declined to about 70 percent, down from about 85 percent in MY2005/06. At
present, U.S. wheat costs about $50 per ton more than competing products from Argentina
and Australia and millers are turning to these countries for supplies.

Policy

In January 2005, the GON directed that all flourmills must blend 10 percent cassava into the
flour. The government is implementing this policy to stimulate cassava production and
utilization, which the GON considers to be an important food crop for the country’s economic
growth. By January 2006, the GON warned that any flourmill that fails to comply with the
policy by July 1, 2006, would be shut down.

In a bold response to the challenge, the Flour Milling Association of Nigeria (FMAN), the
umbrella organization for all flour millers in the country established a 500 million Naira
(about $4 million) Empowerment Fund to support cassava growers and processors to
increase the quantity and quality of cassava flour produced in the country. Some millers
visited recently reported inclusion rates of one to two percent due to limited supply of
industry grade cassava flour.
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Rice

PSD Table: Rice

Nigeria
Rice, Milled
2004 |Revised 2005 |[Estimate 2006 [Forecast] UOM
USDA | Post | 0% | USDA | Post | 0%t | USDA | Post | ioot
Official [Estimate New OfficiallEstimate New Official |[Estimate New
Market Year Begin 01/2004] 01/2004 01/2005| 01/2005 01/2006| 01/2006|MM/YYYY
Area Harvested 1850 1850, 1850 2000 2000, 2000 2050, 2050 2050 (1330
Beginning Stocks 1001f 1001 1001l 420 420 420 547 570 547 (1&%0
Milled Production 23000 2300 2300 2700, 2700 2700 2800 2800 2800 (1&%0
Rough Production | 3833 3833 3833 45000 4500 45000 4667| 4667 4667 (1&%0
Milling Rate (.9999)| 6000, 6000, 6000, 6000 6000 6000 6000 6000 6000 (1&‘10
MY Imports 1369| 1369 1369 1777] 1800, 1777 1600, 1800 1600 (1&%0
TY Imports 17771 1777 17771 1600 1700, 1600 1700, 1700 1700 (1&‘10
TY Imp. from U.S. 7 7 7 0 10 0 0 7 0 (1&%0
Total Supply 46700 4670 4670 4897 4920 4897 4947 5170 4947 (1&‘10
MY Exports 0 0 0 0 0 0 0 0 0 (1&%0
TY Exports 0 0 0 0 0 0 0 0 0 (1&‘10
Total Consumption|  4250| 4250 4250 4350 4350, 4350 4450, 4600 4450 (1&%0
Ending Stocks 420 420 420 547 570 547 497 570 497 (1&‘10
Total Distribution 46700 4670 4670 4897 4920 4897 4947 5170 4947 (1&%0
Yield (Rough) 2.0718922.07189742.071892 2.25|  2.25  2.25|2.276585(2.2765852.276585 (MT/HA

Production

The GON is promoting self-sufficiency in rice production.

multinational rice dissemination project.

Rice for Africa (NERICA) variety for increased production.
resistant to most rice diseases in the sub-region.

Nigeria is participating in the

The project makes available to farmers the New

The variety is high yielding and
Field visits to Kaduna State, the leading

producer of rice, revealed farmers have embraced GON'’s initiatives to increase production.

Trade

The local press continues to report that the GON would ban rice imports effective January
2007. Post believes that a complete ban is unlikely as it could result in food crises because
of the huge domestic supply shortfall.

In 2005, the GON issued licenses to two firms to import brown rice for milling in Nigeria.
Under the terms of the licenses, the companies were allowed to import 100,000 tons of
brown rice each as a "raw material” over a period of one year. Approved importers of brown
rice are assessed a lower duty of 50 percent, compared to 100 percent for milled rice.
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However, by January 2006, the GON refused to renew the licenses, citing increased local
production. The GON indicated that the overall objective of issuing the licenses in the first
place was to increase domestic milling capacities in anticipation of an increase in local
production.

In the mean time, undocumented rice imports have increased markedly due largely to the
prohibitive duty of 100 percent and the increase of the Clean Report of Inspection (CRI) by
the GON. In March 2005, the GON approved the issuance of CRI for rice imports from
Thailand and India at $365 and $335, respectively. These are the minimum CIF value for
purposes of import duty valuation. Imports to Benin Republic attract only 35 percent duty,
representing about $200 per ton price advantage over imports through Nigerian ports.
Nigerian importers simply land their imports in Benin and then smuggle them into the
country. Major rice importers have persistently asked the Nigeria Custom Service to curtail
smuggling of rice.

Forecast of Nigeria’s rice imports in MY2006 is unchanged at 1.5 MMT. According to the
trade, legal rice imports will not exceed one million tons, while the remainder will enter
Nigeria in undocumented cross border trade. Stocks are currently estimated 250,000 tons
(about two months consumption).

Recently, FAS Lagos hosted a reception for the major rice importers in Nigeria to explore
market opportunities for U.S. rice. The importers indicated that rice trade is largely volume
driven because of low profit margins. The market is price-sensitive because income levels
are low. At present, U.S. rice is sold at about $100 per ton premium over Thai rice. Two
importers reported that they imported 6000 tons each of premium quality U.S. and it took
two years to sell. However, the experiment revealed that Nigeria’s discerning high-income
consumers appreciate the high quality of U.S. rice and are willing to buy.
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CORN

PSD Table: Corn

Nigeria
Corn
2004 |Revised 2005 |[Estimate 2006 [Forecast] UOM
USDA | Post | (%% | USDA | Post | (io% | USDA | Post | (0%
Official [Estimate New OfficiallEstimate New Official |[Estimate New
Market Year Begin 10/2004] 10/2004) 10/20085| 10/2005 10/2006| 10/2006|MM/YYYY]
Area Harvested 3700 3700 3700 4000 4000 4000, 4200, 4200, 4200 (1333
Beginning Stocks 119 119 119 137 139 137 137 139 137 (1&%‘;
Production 6500 6500 65000 7000 7000 7000, 7500, 7350, 7500 (1&%?
MY Imports 14 20 18 0 0 0 0 0 0 (1&%’
TY Imports 18 20 18 0 0 0 0 0 0 (1(|3/I(')I'(;
TY Imp. from U.S. g 0 0 0 0 0 0 0 0 (1&%’
Total Supply 66371 6639 6637 7137 7139 7137 7637 7489 7637 (1(|3/I(')I'(;
MY Exports 200 200 2000 200 200 200 100 100 100 (1&%’
TY Exports 204 200 2000 200 200 200 100 100 100 (1(|3/I(')I'(;
Feed Consumption| 650 650 650 800 800 800 850 810 850 (1&%’
FSI Consumption| 5650 5650 5650 6000 6000| 60000 6550 6440 6550 (1(|3/I(')I'(;
Total Consumption| 6300 6300 6300, 6800 6800 6800, 7400 7250 7400 (1&%’
Ending Stocks 137 139 1371 137 139 137 137 139 137 (1(|3/I(')I'(;
Total Distribution| 6637 6639 6637 7137 7139 7137 7637 7489 7637 (1&%’
Yield 1.7567571.7567571.756757  1.75|  1.75|  1.75(1.785714  1.751.785714 (MT/HA)

Production

Forecast of Nigeria’s corn production in 2006 is unchanged from our earlier submission.
Field visits revealed that the attractive prices of corn at the onset of the planting season
encouraged farmers to switch from planting cotton to corn. Weather has been favorable
and input supply has improved. Yield levels remain low at 1.7 tons per hectare due largely
to the dominance of traditional cultivation methods. In contrast, a farmer in Kaduna State
who participated in the Sassakawa Global 2000 (modern technology), reportedly obtained a
record yield of 10 tons per hectare in 2006.

Consumption

The bulk of Nigeria’s corn crop is directed for human consumption. Brewery demand for corn
grits is growing in step with growth in the sector. Feed utilization of corn is also increasing,
thanks to the rapid growth in the poultry sector witnessed in recent years.

Sources at the Dawanou International Grains market in the northern city of Kano indicated
that the price of corn has fallen considerably to 35,000 Naira per ton, down from 75,000
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Naira this time last year. The GON'’s Strategic Grain Reserve has plans to mop up excess
grains from the system to shore-up prices for growers.

Trade

Informal corn exports in MY2006/07 are not expected to exceed 100,000 MT, down from
200,000 tons last year. The decline in exports is attributed to the more favorable weather
conditions in neighboring Chad and Niger Republics. Last year’s high export demand was
induced by draught and famine in neighboring countries.

The GON maintains an import ban on corn. Feed manufacturers reportedly imported
unofficially 50,000 tons in cross-border trade with Benin Republic in 2005.
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SORGHUM

PSD Table: Sorghum

Nigeria
Sorghum
2004 |[Revised 2005 [Estimate 2006 [Forecast] UOM
USDA | Post |_ ':.OStt USDA | Post |_ ':.OStt USDA | Post |_ ':.OStt
Official |[Estimate| stimate Official |[Estimate stimate Official |[Estimate stimate
New New New

Market Year Begin 10/2004| 1072004 10/2005| 1072005, 10/2006| 10/2006/MM/YYYY]
Area Harvested 7200 72000 7200, 7400 7400 7400 7400 7400 7400 (1|C_’|OA()’
Beginning Stocks 200 200 200 200 200 200 200 200 200 (1&1‘;
Production 10000 10000 10000 10500, 10500 10500, 10500, 10600 10500 (1&%’
MY Imports g 0 0 0 0 0 0 0 of (1009

MT)
TY Imports 0 0 0 0 0 0 0 0 o (1000

MT)
TY Imp. from U.S. g 0 0 0 0 0 0 0 0 (1&%’
Total Supply 10200 10200 10200 10700, 10700 10700, 10700, 10800 10700 (1&%’
MY Exports 50 50 50 50 50 50 50 50 50 (1&%’
TY Exports 50 50 50 50 50 50 50 50 50 (1&%’
Feed Consumption| 150 150 150 150 155 150} 150 160 150 (1&%(;
FSI Consumption| 980d 9800 9800| 10300 10295 10300 10300 10390 10300 (1&%’
Total Consumption| 9950 9950, 9950, 10450 104500 10450 10450 10550 10450 (1&%’
Ending Stocks 204 200 200 200 200 200 200 200 200 (1&%’
Total Distribution| 10200 102000 10200, 10700 10700 10700 10700| 10800 10700 (1&%’
Yield 1.3888891.3888891.3888891.418919|1.4189191.4189191.418919|1.4324321.418919 (MT/HA)

Production

Production estimates are unchanged from previous submission.

Consumption

Sorghum enjoys a large and growing domestic demand because of its extensive use as food

in virtually all parts of northern Nigeria.

homemade local

Trade

beer.

Sorghum also is used extensively in brewing

Industrial demand for sorghum by beer and food manufacturers is
increasing, in step with growth in these sectors.

Nigeria is nearly self-sufficient in sorghum. There are no official statistics on exports, but an
estimated 50,000 tons is exported annually in cross-border trade with Niger and Chad.
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