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Report Highlights:
Price pressures have led Taiwan to import corn from India and China, to increase local corn production, and release feed rice stocks.  These additional supplies are expected to displace about 475,000 Metric Tons (MT) of U.S. corn exports to Taiwan this marketing year.  The entire amount is expected to come from U.S. exports because almost all Taiwan corn imports (4.4 million MT in 2006/2007) have historically come from the United States, and Taiwan produces very little corn.  In value terms, U.S. corn exports to Taiwan were worth about US$253 million in 2006/2007.  In addition to the displacement of U.S. corn, the fact that Taiwan has opened its market to PRC corn for more than a year is noteworthy.
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Summary

Price pressures have led Taiwan to import corn from India and China, to increase local corn production, and release feed rice stocks.  These additional supplies are expected to displace about 475,000 Metric Tons (MT) of corn this marketing year.  Taiwan imported 4.4 Million Metric Tons of corn, almost all from the United States, in 2006/2007, and Taiwan produces very little corn.  Because of our position in the market, the additional supplies are expected to displace approximately the same quantity of U.S. corn exports to Taiwan.  In addition to the displacement of U.S. corn, the fact that Taiwan has opened its market to PRC corn for more than a year for the first time is noteworthy and could indicate that we will face additional competition from Chinese corn in the future.  Previous openings had been limited to three months and generally did not lead to major trade flows.
The additional supplies are as follows:

· Taiwan is expected to import 200,000 MT of corn from China by the end of 2008.  COFCO has agreed to supply this quantity to Taiwan, and Taiwan has extended its market opening for Chinese corn until December.  On March 28th, the first shipment of 26,000 MT of Chinese corn arrived.  We do not know what portion of this corn will arrive in the 2008/2009 marketing year.
· Taiwan imported 135,000 MT of Indian corn from October 2007 thru February 2008.  According to trade contacts, Indian corn continued to enter Taiwan in March.  We do not know the amount or if the shipments will continue.  
· Taiwan has also started encouraging farmers to grow corn.  Officials are targeting an additional 40,000 tons of domestic corn supply from set-aside rice paddy fields, some of which will likely become available after October 1st.    
· Taiwan has also announced that an additional 100,000 tons of broken rice from public stocks will be made available for feed use in 2008.    
The estimate of 475,000 MT of additional supply makes several assumptions.  The first is that Chinese corn shipped after September and any shortfalls in Taiwan corn production are exactly offset by additional Indian shipments.  We also assume that farmers will use all the additional broken rice, that they will do so on a one to one ratio replacing corn, and that all the additional broken rice is consumed this marketing year. 
First Tranche of 26,000 tons of PRC Corn Arrived on March 28
Taiwan temporarily opened the market for PRC corn from October 1, 2007 thru March 31, 2008.  On March 28, just before the deadline of the temporary market opening period, one shipment load of 26,000 tons of PRC corn arrived in the ports of Kaohsiung and Taichung on March 29th and 30th respectively.  The whole corn shipment was booked by Taiwan hog farmers thru the Taiwan Swine Cooperative at $294/mt.  The price advantage for the hog farmers who bought this shipment of PRC corn is estimated at NT$0.25 to NT$0.30 per kilogram, compared to the current U.S. corn prices at the same Taiwan port of NT$9.55/kg and NT$9.6/kg.  It took two days for loading the grain and four days sailing to Taiwan port of Kaohsiung from Darien Port in China.  

During the Chinese Lunar New Year holiday, China’s COFCO sent a goodwill message to Taiwan hog farmers.  200,000 tons of PRC corn, with export duty exempted, was made available for Taiwan.  It is anticipated that Taiwan will import the entire China government authorized amount of 200,000 tons of corn in 2008.  This is an attempt, in part driven by pressure from Taiwan livestock producers, to counter rising inflation in food and feed prices and to diversify corn suppliers. 
Last fall, Taiwan opened its market to PRC corn for the period from October 1, 2007 through March 31st 2008.  With rising world corn prices and ocean freight, Taiwan hog farmers sought an extension of the special permit of PRC corn imports through the end of 2008.  The feed millers have opposed this because they have contracted corn from other supplying countries, mainly from the United States, for May/June shipments and proposed to close the market after the March 31 deadline and then reopen it again in the second half year, July thru December.  Feed millers don’t want PRC corn to enter the market before July.  
    

As a compromise, on March 31, Taiwan authorities at the Bureau of Foreign Trade (BOFT) announced that the market would remain open to PRC corn thru the end of 2008.  However, importing PRC corn during the period of April/June requires a prior approval and a special import permit.  Importing PRC corn in July/December 2008 doesn’t require a prior consultation for a special import permit.  We anticipate that Taiwan may honor a hiatus between April and June, and then resume imports of Chinese corn in July.
While Taiwan has been reluctant to open the Taiwan corn market to Chinese corn for political reasons, one of the principle reasons why the market has not been opened is because opening the it could penalize importers with existing contracts to import grain from origins that require longer shipping times.  The recent decisions by the BOFT eliminate this obstacle making it less likely that the market will be closed to imports of Chinese corn in the future.  Concerns about the availability and quality of Chinese corn will remain.    

PRC Corn Import Opening History
In October 2002, Taiwan allowed the entry of PRC corn, giving China its first opportunity to enter the Taiwan market.  So far, PRC corn has only been allowed entry during six periods:

· October - December 2002, with imports of 71,000 tons

· November 2003 - January 2004, with imports of 67,502 tons.  

· March - May 2004, with imports of 22,946 tons. 

· November 20 – February 2007, with zero imports

· October 1, 2007 – March 31, 2008, with imports of 26,000 tons

· April 1 – December 31, 2008, estimated imports of 174,000 tons
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