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This report provides a synopsis of Trade Policy and Agricultural/Commodities News in China.  Trade Policy News includes:  1) Import Tariffs Reduced on Food and Medicine  2) Extra-Quota Cotton Import Taxes Reduced  and Agricultural/Commodities News includes:  1) Rapeseed Harvest Up  2) Earthquake Animal Death Toll High  3) Bumper Summer Grain Harvest  4) State Grain Reserves Tapped for Earthquake Victims  5) Egg Price Increases  6) National Security Bureau Minister Promoted
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Trade Policy: 
Import Tariffs Reduced on Food and Medical Supplies 

According to the Ministry of Finance, the Tariff Committee under the State Council will decrease import tariffs as of June 1, 2008 on 6 commodities, mainly food and medical supplies.  From June 1 to December 31, 2008, import tariffs for pork will be reduced from 12 to 6 percent; for cod fish, pistachios, infant foods, whey, and yeast from 6-25 percent to 2-10 percent, for soybean and peanut meal from 5 to 2 percent; and certain types of blood protein and human-use vaccines from 3 percent to zero.  From June 1 to September 30, 2008, the import tariffs for coconut and olive oil will be reduced from the current 10 and 9 percent respectively to 5 percent.  The tariffs have been lowered in order to meet strong consumer demand and compensate for supply shortages primarily in lieu of the May earthquake disaster.  (Source: CCTV News, 05/29/2008)

Extra-Quota Cotton Import Taxes Reduced

China will implement a temporary reduction of the sliding-tax for extra-quota cotton imports from June 5 to October 5, 2008.  High quality cotton ($0.7765/lb or above) will see a reduction in tariffs from 5 to 3 percent, lower quality cotton ($0.7428/lb to $0.7765/lb) will be charged a sliding tariff ranging from 3 to 5 percent.  (Source: CCTV News, 05/29/2008)
COMMENT: Most U.S. cotton exported to China is high quality (greater than $0.75/lb); most Indian cotton is of lesser quality (less than $0.75/lb).  U.S. cotton exporters are in a better position to take advantage of this reduction in import taxes. 
Agricultural/Commodities:
Rapeseed Harvest Up

The summer rapeseed harvest in China is expected to increase over the previous year.  Production is expected at 11.2 million metric tons (MT), up 430,000 MT from the previous season despite the severe February snowstorms in Southern China.  The production increase is largely due to increased planted area which reached 6.87 million hectares, up 744,667 hectares from the previous year.  This increase was encouraged by a government policy in which a subsidy of $143 million was provided in the 2007 marketing year.  The rapeseed purchase price in key production areas has been quoted at $0.6-0.63 per kilo, up 43 percent from the previous year.  (Source: Ministry of Agriculture web site, 05/29/2008)

Earthquake Animal Death Toll High
According to the Ministry of Agriculture (MOA), the devastating earthquake on May 12 in Wenchuan County, Sichuan Province killed 1.52 million heads of pigs (previous estimate: 792,000 head), 60,000 heads of cattle, 178,000 heads of sheep and goats, and 14 million rabbits and poultry.  (Source: China National Grain & Oils Information Center, 05/29/2008)
Comment: The impact on pork supply due to the earthquake is significant and will severely impact supplies through, at least, the fourth quarter of 2008.  Post expects the earthquake to be a significant factor in an anticipated 10 to 20 percent increase in pork prices during the summer months.  The decrease in supply, high prices, and the reduction in pork import tariffs creates a valuable market opportunity for U.S. pork exporters. 
Bumper Summer Grain Harvest 
The major wheat producing provinces of Henan and Shandong increased wheat acreage and are expecting, for the fifth consecutive year, an above average harvest.  According to a high-ranking MOA official, Henan, the top grain producer with one-fourth of the nation’s wheat, is likely to produce over 30 million MT of wheat.  The earthquake in Sichuan, a small grain producing province, will not impact the overall supply of grain.  (Ministry of Agriculture web site, 05/27/2008)

State Grain Reserves Tapped for Earthquake Victims
The central government has allocated 384,000 MT of grain to those in earthquake-hit areas.  From the state grain reserves in Sichuan, Chongqing, Yunnan, Gansu and Shaanxi provinces, 152,400 MT of wheat and 231,600 MT of rice, were collected from the state grain reserves with a combined value of $85.7 million.  The expense is covered by the central finance arm of the national government.  The central government will also pay a total of $28.6 million in direct cash payments to storage facilities for storing wheat from displaced farmers.  It is reported that Sichuan will harvest some 5 MMT of wheat this summer.  (Source: Ministry of Agriculture web site, 05/27/2008)          

COMMENT: The total grain reserves are unknown however, due to the bumper wheat crop expected this summer, this allocation of grain is unlikely to impact prices significantly.
Egg Price Increases 
Market analysts claim that recent egg (chicken) price increases are due in part to the May 12 earthquake.  Average egg prices have increased 8 percent from $0.89 (RMB6.2) to $0.96 (RMB6.7) per kilo.  Retail prices of eggs in Sichuan province, epicenter of the earthquake, are up between 11 and 17 percent from $0.43-0.46 (RMB3.0-3.2) to $0.52 (RMB3.6) per kilo.  (Source: YNET-First Finance and Economics Daily, 05/30/08) 
National Security Bureau Minister Promoted

The National Security Bureau (NSB) Minister, Mr. Xie, was promoted to Minister of Research Center of the State Council.  The current NSB Deputy Minister, Mr. Lin, will be acting NSB leader until a new Minister is appointed.   (Source: Xinhuenet.com, 05/30/2008)
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