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EXECUTIVE SUMMARY

Vietnam's rice bowl appears to be bottomless. Upward adjustments of both the Winter-Spring (W-S) and Summer-
Autumn (S-A) crops mean that VN will end the 1998/99 production year with over 30 million metrictons(MMT), arecord
outturn. After ablistering sx-month export pace ending with 647,000 MT (TMT) in August, shipments declined to only
302TMT in September following Indonesia s decison to staunch the flow of amdl-vessd ddiveries direct from Mekong
River Delta (MRD) ports. Despite the apparent loss of this lucrative trade, VN will still end campaign 1999 with a new
export record of about 4.0MMT. The generd collapse of buyer interest has sent prices spirding downward. At the end
of September, nominal export prices for 25% Broken rice were $180/M T, about $30/MT lower than mid-August. Asa
result, many SOE exports have substantia paper losses on an estimated 500TMT of rice in storage awaiting contracts.
Producers have asked the GV N for assistance, which may be in the form of interest-free storage loansto buyers. Asthe
last quarter of 1999 begins, the GVN focuses on the nationd rice export policy for the upcoming year.

RICE PRODUCTION.

VN will harvest arecord S-A rice crop.

Accordingto MARD datathrough September 21, VN had sown 2,261THaS-A rice, anincrease of about 7% (143THa)
compared with the previous crop. The expansion in S-A planted areais mainly in the MRD, where some Lua Mua (10"
Month crop) growing areas were transferred to the late S-A rice crop. In some MRD provinces, eg., Tra Vinh, Soc
Trang, Kien Giang, and Bac Lieu, improvementsin irrigation systems have enabled farmers to expand area planted to the
late S-A rice crop (see Table 1).

Table 1: Comparison of Summer-Autumn Crop Areain MRD
1998 and 1999 (1000Ha)

Province 1999 S-A crop 1988 S-A crop %
|_ong An 174.00 149.50 116.4
Tien Giang 185.00 178.80 103.5
Ben Tre 8.00 26.60 105.3
Dong Thap 40.00 224.90 106.7
Vinh Long 139.00 138.70 100.1
Tra Vinh* 84.40 78.10 108.1
Can Tho p72.00 265.70 102.4
Soc Trang* 169.00 157.40 107.4
An Giang P12.90 210.40 101.2
Kien Giang* P48.40 211.10 117.5
Bac Lieu* 71.20 56.30 126.5
Ca Mau 52.00 55.50 117.1
MRD 1880.90 1,757.50 107.4

Source: MARD; FASHCMC
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According to MARD data through September 21, about 2,000THa (accounting for about 88% of totd planted area) of
S-A crop had been harvested, of which 1,888THawerein southern provinces. Of thistotal, farmersin MRD had harvested
more than 1,700THa of the S-A rice crop (about 90% of planted area). According to officid estimates, average yidds
of thisS-A ricecrop will be higher thanthe 1998 cropin dl regions. MRD provincid officersestimatethat theaverageyield
of 1999's S-A crop could reach 4AMT/Hain thisregion. FAS/VN projects adightly lower average yield of 3.7IMT/Ha,
for atotal S-A rice production of about 8,380TMT, or an increase of 740TMT over our previous estimate (7,630TMT).
For more detail, please see Table 2.

Table2: Summer-Autumn Rice Crop Productionsin VN by Regions (1998-1999 cr ops)

Planted Area (THa) Crop Yiedd (MT/Ha) Production (TMT)

1998 | 1999 | 1999 | 1998 1999 1999 1998 1999 1999

old new old new old new
Northern Viet Nam 135 135 137 2.46 2.44 270 332 340 370
North mountain 0 0 0 0.00 0.00 0.00 0 0 0
RRD 0 0 0 0.00 0.00 0.00 0 0 0
North Central Coast 135 135 137 2.46 2.52 270 332 340 370
Southern Viet Nam 1,983] 2,025] 2,124 3.63 3.60 3.77] 7,204 7,290] 8,009
South Central Coast 146 145] 145 4.09 4.00 4000 595 580 580
North East South 80 80 91 2.88 2.88 2.80] 229 230 255
MRD 1,758| 1,800 1,888 3.63 3.60 3.80] 6,380 6,480 7,174
TOTAL VIET NAM | 2,118 2,160] 2,261 3.56 3.53 3.71 7,537 7,630 8,379

Source: MARD; FASHN

Vietnam set to produce a record of more than 30OMMT of paddy for marketing year of 1999.

The promise of abumper 99's S-A rice crop harvest means VN will achieve record rice production for the 1998/99 crop
year. Therefore, FAS/HN adjusts total rice production for MY of 1999 up to 30,250TMT from the previous projected
number of 29,290MT due to revised higher yields on the W-S crop and expected larger S-A rice production. (See Table
3& 4)

Table3: Vietnam: Rought Rice, Area, Yield and Production (Revised)

95/96 96/97 | 97/98 98/99
Harvested Area (MHa) OLD New |oLD [New
10th Month 2602| 2558 2542 2542 2387 2387
Winter-Spring 2521 2,682 2744 2717 2,838 2,838
Summer-Autumn 2001] 1,800 2118 2118 2,160 2,261
TOTAL 7.124] 7,040 7,404 7,377 7,435 7,536
UNCLASSFIED Foreign Agricultural ServicelUSDA
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Yidd (MT/Ha)

10th Month 2.97 3.00 3.06 3.06 3.28 3.28

Winter-Spring 4.84 4.96 4.98 5.01 4.79 4.86

Summer-Autumn 3.43 3.50 3.49 3.56 3.53 3.71

TOTAL 3.76 3.82 3.89 3.92 3.94 4.01
Production (MMT)

10th Month 7,728 7,674 7,779 7,779 7,829 7,829

Winter-Spring 12,202 13,303 13,665 13,612 13,831 14,036

Summer-Autumn 6,863 6,300 7,392 7,540 7,630 8,388

TOTAL 26,793 27,277 28,835 28,931 29,290 30,253
Source: MARD; FASHN

Table 4:PS& D Vietnam Rice Production
PSD Table
Country Vietham (1000 HA)(1000 MT)
Commodity Rice, Milled
1988 1999 Forecast2000
Old New Old New Old New
Market Y ear Begin 10/1997 10/1998 10/1999

Area Harvested 7404 7377 7436 7536 7450 7450
Beginning Stocks ol 0 0 0 0 0
Milled Production 19031 19094 19331 19967 19400 19400
Rough Production 28835 28931 29290 30253 2934 2934
MILLING RATE (.9999) 6600] 6600 6600 6600 6600 6600
TOTAL Imports o] 0 0 0 0 0
Jan-Dec Imports O| 0 0 0 0 0
Jan-Dec Import U.S. 0| 0 0 0 0 0
TOTAL SUPPLY 19031 19094 19331 19967 19400 19400
TOTAL Exports 3750] 3750 3850 4000 3850 3850
Jan-Dec Exports 3750} 3750 3850 4000 3850 3850
TOTAL Dom. Consumption 15281 15344 15481 15967 15550 15550
Ending Stocks 0] 0 0 0 0 0
TOTAL DISTRIBUTION 19031 19094 19331 19967 19400 19400

Lua Mua Crop 1999/00 prospects are good on expectations of higher yields; harvest underway in RRD.

UNCLASSFIED
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For the 1999/00 Lua Mua rice crop, MARD estimates a planted area smilar to the previous crop, or about 2,390THa.
Accordingto MARD datathrough September 15, about 2,236 THaof L uaM ua (about 94% of plan) had been transplanted
throughout the country. MRD provincid offices report that tota sown area of the 1999/00 Lua Mua crop in that region
isabout 545THa, lower than |ast season because apart of the LuaMuaareawas shifted to the earlier S-A crop. FASVN
projects aplanted area of about 2,350Thafor the 1999/00's LuaMua crop, adight dip (30THa) from the previous crop.
Higher than expected averageyie dsin northern regionswill boost total LuaMuarice productionto dightly over 7,900TMT
(see Tadle 5). Inthe northern RRD through September15, about 25THa of LuaMuarice had been harvested. Yieldson
RRD LuaMua are reportedly higher than the previous crop.

Table5: Vietham Luamua Crop Production by Regions (1997/98-1999/00)

Planted Area (THa) Crop yield (MT/Ha) Production (TMT)
07/98 [98/99 [99/00est. [97/98  |98/99 09/00est. [97/98 08/99  |99/00est.
Northern Viet Nam 1275 1,253 1,268 3.36 3.76 3.88 42831 4,715 4921
North mountain 517 514 523 293 3.59 3.60 1,516 1,844 1,883
RRD 529 528 529 411 4.40 4.60 2175 232 2433
North central coast 228 211 216 259 2.60 2.80 592 549 605
Southern Viet Nam 1267 1134 1,089 2.77 2.75 2.75 3505 312 2,990
South Central Coast 196 196 196 2.70 2.70 2.70 529 530 529
Central Highland 134 124 130 2.50 2.50 2.50 334 310 325
North East South 219 217 219 2.48 248 2.50 542 539 548
MRD 719 597 544 2.92 2.92 2.92 21000 1,743 1,588
TOTAL VIETNAM 2542 2,387 2,357 3.06 3.28 3.36 7,788 7,837 7,911

Source: MARD, FASVN

General increasein annual MRD rice area dueto improved infrastructure.

In large part due to improved irrigation systems, application of new rice varieties, and improved technologies in rice
production, tota rice growing areasin MRD increased considerably from 2,580 TH in 1990 to an estimated 3,884THa
in 1999. The expanson of the planted area was mainly in W-S & S-A crops. In contrast, LuaMua crop area declined
because some L uamualand was shifted to both W-S & S-A paddy, which have comparatively higher export vaues. Table
6, below, shows the trend of steadily declining Lua Mua growing areasin the MRD. During this decade, Lua Mua area
declined from 36% to 14% of the totd paddy areain the region.

Table 6 : Luamua growing areas decreasing in MRD
1990 1995 1996 1997 1998 1999est.
Totdl rice planted area (THa) 2,580 3,190 3,442 3,480 3,705 3,884
LuaMuaarea(THa) 919 757 671 716 597 544
Share of Lua Muaarea (%) 36 24 19 20 16 14

UNCLASSFIED Foreign Agricultural ServicelUSDA
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Source: VN Satistical Department/FAS-VN
RICE PRICE

Prices are generally are weak on burdensome exportable supplies.

Prices in northern VN have fallen by VND50-100/kg (14,000 VND=$USL1.00) in al provinces. Paddy prices are
VND1,600/kg and dipping in Ha Tay, Phu Tho and HaNam provinces. Some hybrid rice growers complain that thefarm
gate prices do not currently cover production costs. Slower recent exports and plentiful rice suppliesfromthe S-A crop
have had a huge negative impact on pricesin the MRD. Paddy prices have dropped dramaticaly in al MRD provinces.
Inlate September1999, paddy pricesin some MRD provinceswere aslow asof VND1,300-1,400/kg. Generdly, prices
have falen through the VND1,600/kg floor set by the GVN, and farmers are keen to seek relief. High-leve attention to
the problem has resulted in severd proposals aimed at firming producer prices. As yet, these proposals have not been
implemented by government (see Policy section). However, some officids remain optimigtic that export opportunitiesand
firmer prices will return by the end of October. Table 7 updates the September prices of paddy and white rice raw
materia (25%Broken) in the MRD.

Export prices plummet as I ndonesia business evaporates and uncertain prospects

Export prices have dropped precipitoudy over the past ten days. Offer prices for various quality VN rice are generdly
$30/MT lower than early September. A contributing factor has been the loss of steady small-vessdl direct exports from
MRD ports to Indonesia (Dumai, Pekanbaru, Surabaya, Pontianak). This largely private sector trade was halted by
Indonesia. Traders were reportedly selling imported VN rice into BULOG procurement as domestic rice, and pocketing
the difference. About 340TMT-365TMT of small-vessdl direct shipments went to Indonesiain the Jan-Aug period. The
collgpse of this business has sent prices downward by about $20/MT within thelast two weeks. September 30 offersfor
5% Br, 10% Br, and 25% Br are about USD203/mt, USD196/mt and USD 180/mt FOB HCMc, respectively. These
are some of the lowest export pricesin Sx years.

Table 7 : September Prices of Paddy & Raw Material White Rice 25 % Broken
Mekong Delta

Provinces Paddy Price (VND/kQ) White Rice 25% Brkn. (VND/kg)
Can Tho 1,500 - 1,550 2,200 - 2,300
An Giang 1,450 - 1600 2,180 - 2,300
Tien Giang 1,450 - 1,600 2,180 - 2,250
Vinh Long 1,500 - 1,600 2,200 - 2,300
Dong Thap 1,450 - 1,600 2,180 - 2,250
Long An 1,500 - 1,600 2,200 - 2,300
TraVinh 1,450 - 1,550 2,180 - 2,250
Soc Trang 1450- 1,500 2,180 - 2,250
Kien Giang 1,500 - 1,550 2,200 - 2,250
Bac Lieu/ CaMau 1,400 - 1,550 2,160 - 2,250
Ben Tre 1,500 - 1,600 2,300 - 2,350

(Source: Trade)
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TRADE

Export prospects drained away in September as | ndonesia pulled the plug on lower-quality imports

After a sx-month period of blistering exports culminating in August shipments of about 640TMT, the pace of Vietham's
rice exports dowed in September to about 300TMT. September ddiveries were much lower than expected, as some
Indonesian contractswere defaulted on dueto Rupiah deval uation and new GOI import restrictionsreduced VN prospects.
Our estimate of the September’ sexport volume of 300TMT brings exportsin the first nine months of 1999t0 3.66 MMT.

Table 8, below, showsthat mgjor destinationsfor export in September are till Africa, Indonesia, Maaysaand Irag. Table
9 presents VN rice exportsin thefirst 9 months of the 1999 campaign, indicating that about athird of exports are of lower
quality 25% broken rice. About 37% of exports through September are 15% Broken or better.

Despite a slower Q4 pace, VN will set another export record.

Current MOT estimates place the 1999 export campaign at 4.3MMT; however, but post projects atotal export number
of 4.0MMT, asdemand for Vietnameserice hasdropped dramatically. Table 10 showsthe monthly rice exportsfor 1997,
1998 and 1999 (projected). Data from Vietnam's Department of Customs show that by September 10, 1999, VN
exported 3,642TMT of ricewith avaue of $841million. Despitethelull in market activity, traders are generdly optimistic
that VN find markets for 300TMT-400TMT in the remaining 3 months of the years. FASHN therefore adjusts 1999
exports upward from 3.85MMT to 4.00TMT (see PS& D Table). Note: trade datafor VN in 1999 rely on acombination
of sources: various government offices, members of the trade, ingpection services, and port datafrom SaiGon, Ha Phong,
Can Tho and My Thoi. An attempt to disaggregate MRD, HCM C and northern shipmentswill be madein our next report.

Table 8. Vietham Rice Exports (Jan-Sep 1999) by Destination
DESTINATION JAN| FEB | MAR | APR MAY | Jun JULY AUG SEP TOTAL

AFRICA 7750] 19526 8770] 73132| 45033| 74299] 69,426 28,390 28,944 355,270
ANGERIA 8,522 7,017 7,350 22,839
ANGOLA 3,300 8,000 11,300
BANGLADESH 18213 5013 50 0 23,276
CUBA 13,030 13,156| 67,526 35124| 22,450 20,000} 171,286
FU 19,250 14,050 335 33,635
GABON 4,512 4,512
GHANA 12,528 7,000 5,000 4,009 28,537
HONGKONG 450 3,850 5,000 9,500 7,700 7,450 33,950
NDONESIA 8,921 6,200| 33,062| 48842 102114| 343446] 455135 75,873 1,073,593
RAN 30,093 39,950 23,750 2,004 95,797
RAQ 44,400] 32,950] 82,990 72,737] 55386] 27,318] 10,500 25,756 14,537 366,574
DAPAN 5,022 50 5,072
[ ATVIA 14,230 14,230
MADAGASCAR 0
MALAYSIA 20,245 21,250 19,249] 105525] 6,410 3,280 2,300 22,658 105,917
MAURITIUS 3,340 3,339 6,679
MOZAMBIQUE 12,500 12,500
NIGERIA 0
PAPUA NEW 3000 3,500 3,350 9,850
GUINEA

PHILIPPINES 94,548 125,664| 129583] 84,103 29,375] 23972 7,257 5,010 499,512
POLAND 5,400 5,642 14,557 3,910 29,509
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RUSSIA 500 3,110 3,610
SINGAPORE 750 6,000 1,530 13,450 10,038 19,286 2,450 53,504
SLOVENIA 0
5. KOREA 10,032 10,032
SYRIA 12,750 12,750
TANZANIA 9,370] 12,600 13,031 11,000 5,350 16,500 67,851
UAE 704 2,034 2,738
UKRAINE 540 440 1,050 1,050 8,095 6,032 1,248 3,843 850 23,148
USA 50 50
WEST AFRICA 5514] 32,880| 76,433| 51,525| 113,361] 60,916 45,456 386,085
Y EMEN 7,350 7,053] 3,160 7,585 5,400 2,806 33,354
UNKNOWN 2,250] 17,700] 16,090 8,690] 25,600] 34,200 18,524 41,650 164,704
TOTAL 215,118] 259,235] 400,566] 431,943] 433,681] 409,691| 567,461 642,016 302,003 3,661,714

Source: Trade

Table 9: Vietham Rice Export (Jan-Sep 1999) by Grade

GRADES JAN FEB MAR APR MAY JUN JULY AUG SEP TOTAL
P 0 0 8,770 0 0 4,012 0 0 0 12,782
b% 23,489 | 19,840| 71,924 62,221 29,953 44,582 101,616 87,681 59,941 501,247
10% 44,400 | 55,501 95,004 75,237 56,086 51,672] 54,407 78,910 32,770 543,987
15% 118,732 | 152,114 150,103] 118,732 49,645 29,480 60,932] 115,930 44,789 840,457
P5% 25,247 1,800 21,621 92,403] 219,730] 156,169| 344,932] 351,433 103,773 1,317,108
B5% 0 0 0 0 0 4,012 1,870 5,690 0 11,572
100% BR. 0 12,280] 24,804 60,530 45,392 12,494 1,172 0 13,630 170,302
PARBOILED 0 0 2,200 0 0 0 2,230 2,350 0 6,780
UNKNOWN 3,250 17,700] 26,140 22,820 32,875] 107,270 302 22 47,100 257,479
TOTAL 215118 | 259.235] 400,566] 431.943] 433681] 409.691] 567,461] 642,016 302,003 3,661,714

Source: Trade

Table 10: Vietnham Annual Rice Exports, 1997-1999 *

YEAR |JAN |FEB IMAR APR IMAY JUN UL  |JAUG SEPT OoCT NOV DEC TOTAL
1997 82 95 297 363 460] 525] 390 310 303 195 208 262 3,580
1998] 207 574 816 699 180] 113] 127 202 206 209 194 223 3750
1999] 215 259 401 431 433] 410 567 642 302 110 110 110 4000

Source: MARD, MoT, Trade & FASVN
Note: * monthly exports for last quarter are projected.

POLICY
Vietnam raises import duty on rice products

Decree N0.78/1999/QD-BTC( M oFinance:30/07/99) raises the preferentia import duty on rice products from 10% to
20%, effective 15/08/99. The import duty on rice seed remains zero percent.

Government reviews price support options for Q4.
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Thefdl inproducer priceshasresulted in severad missionsto the MRD to assessthe problem. Farmers have voiced support
for incentives to buyers. This is Smilar to the program earlier in the year of interest-free storage loans for up to three
months. Although thereiswidespread support for the plan, the GV N hasyet to move because other sectors (sugar, cement,
ged) have dso complained of low prices.

MoT’ s proposal for Rice Export Management in 2000.

The following pointsreflect recommendations put forward by the Ministry of Agriculture and Rura Development (MARD)
and the Minigry of Trade (MoT) for the upcoming export management regime. Basicdly, the proposa differsfrom 1999's
inthat the two magor Food Corporations (SFC and NFC) are once again placed under the jurisdiction of MARD. Another
change is that 90% of the quotas will be alocated to regiona authorities a the start of the campaign year. This could
encourage more orderly marketing of the crop.

S  Based on the recommendations by MARD & MoT, the government will alocate 90% of rice export quotas in
December 1999 to provinces and cities. The chairmen of provinces (or cities) may re-allocate rice export quotasto
their direct rice exporters. They are dso responsible for the management of rice exportsin their provinces or cities.
Rice exports by the Centra Food Companies (SFC and NFC) would be managed by MARD, a shift from the
current arrangement. Theremaining 10% of export quotawould be alocated asfollows: 5% awarded to sate-owned
rice exporters seeking new markets and demonstrating good business practices, and 5% awarded to other qudified
rice exporters.

S Thenumber of direct rice exporters should kept at 47, Smilar to 1999,
S Anagppropriate policy will be developed to encourage rice exports from northern VVN.

S  Government will provide interest-freeloansto rice exportersto buy 1.OMMT-1L.5MMT of W-S paddy in MRD for
temporary storage, a plan smilar to thisyear.

S  Dedgnaedreputable state-owned rice exporterswill beassigned to carry out the G-to-G agreementson rice exports.



