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Report Highlights:

Corn production surged 39 percent in MY 98/99 compared to the previous year’s level
due to favor able weather condtions. Area planted increased and there wer e higher
yields. Storage problems and continuous rains, however, also resulted in higher
spoilage. Production inM Y99/00 will decline and imports are expected toincrease
fromtheir year-ago level dueto renewed demand by the livestock and poultry
industries compounded by supply-demand gaps resulting from inefficient stor age and
distribution systems. Imports are expected to continue beyond MY 99/00 because of
thisinefficiency.
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This update is being submitted to recorcile Post with FAS/W PSD data.

Production and inport nurmbers for bothMY 97/98 and MY 98/99 were ad|j usted based on official
GOP estimates. MY 97/98 coircided with the peak of the El Nino drought resultingin a 16 percert
production decline fromthe previous year’s level. Feed and overall corn consurnmption were raised due
to better-than-expected supply.

Production surged in MY98/99 due to nore favorable weather conditions which made possible
increased area planted and better yields. Both wet and dry season crops surged withthe latter more
than doublingits previous year’ s level. Despite very good production, however, inports were more
than expected due to production and consumption peculiarities of the domestic corn irdustry. More
than 60 percent of total corn production is concentrated in the southern idand of Mindanao while
around 80 percent of total feed mill capecity is located inLuzon iand inthe northernpart of the
courtry. Luzoncorn production conprises only about 30 percert of total corn production.

I nefficient marketing and distribution systerms drive U the landed price of Mindareo corn trangported
to Luzon Wholesale price of yelow cornin M'Y98/99 averaged Pesos 7.63 per kilo (Pesos 40/$1)
posted in Metro Marnila. Even at the 80 percent out-quota tariff rate, feed millers still found it cheaper
to import corn Corn consunption in M'Y98/99 was adjusted upwards due to better-than-expected
supply. The corsunption figure duringthe year is up to account for spoilage losses reautting from
storage problems and heawy rains in the first half of 1999.

Production is expected to declire inMY 99/00 as the weather returns to more "normal” conditions.
Feed consumption during the year is projected to increase due to expected recovery of the poultry
sector in the last quarter of 1999 and a recert ban onduty-free meat imports whch will favor local
meset production. Despite the high corn invertory coming into the year, imports are expected to



increase slightly fromthe previous year’ s level due to the decline in production aswell as geographic
constraints nentioned earlier. Imports are also enhanced by another rourd of tariff reductions in
MY 99/00. Ou-quotatariffs are down to 65 percert in M'Y99/00 from 80 percert in M'Y98/99.

The incorgruity of corn supply and demand as a result of geographical constraintsis gradually forcing
shifts in the structure of theindustry. Some big feed mills, livestock and pouitry fanms are expanding and
bringing their operations closer to the corn growing areas in Mindanao idand. Parallel to thistrend are
efforts in the establistmert of grain transport, storage and handling fecilities in Luzon isand. Both
developmerts infer thet corn production in Luzon island maey have reached its limit and existing feed
mills in the island will rely onimports to fill the gap.



