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Executive Summary

MY 1999 was another year of high hazelnut production. FAS Ankaraiis currently estimating production at about
560,000 tons, which reflects industry and trade estimates that the crop will fall between 550,000 MT and 575,000 MT.
Once again, the GOT announced a very high price for procurement and, as aresult, about 25 percent of the crop was
purchased by FISKOBIRLIK. With the Government failing to provide adequate funding for procurement activities,
payments fell about four months behind and less than hdf of the payments have been made to the farmers so far.

Turkey exported about 250,000 MT of hazelnuts during the first four months of MY 1999. Thiswas a higher than the
comparable period last year, and reflects the larger supply. Average export pricesfell. Most of the exports were to
European Union countries.

FISKOBIRLIK is holding large stocks and, with low prices, prefers to wait before exporting or selling socksin the
domestic market. On the other hand, the parastatdl has accumulated large debts to farmers and has atight, insufficient
budget. The industry continues to speculate about how long FISKOBIRLIK can continue like this, holding large stocks
and debts at the sametime. FISKOBIRLIK has been crushing older years hazelnuts for ail, but this does not go far to
amdiorate the current financia problems.

Inits 2000 Tariff schedule, the Government of Turkey assessed isa45.1 percent import duty on the CIF value of al
hazelnut imports.

(As of January 29, 2000 US$1= 552,000 Turkish lira)
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Production

MY 1999 (September 1999-August 2000) hazelnut production estimates vary , but are now concentrated between
550,000 MT and 575,000 MT. Our PS&D production estimate was lowered accordingly to 560,000 MT.

The crop quality of MY 1999 isgood. Kernd yield also turned out well, about 52 percent, as was estimated earlier in
the season.

The GOT announced its hazelnut support price for MY 1999 in early August at TL 1,020,000 per kilogram (in shell,
50 percent shelling rate), which was about USD 2.30 per kg. at the time of the announcement. This price was not
increased every month, as was the case in earlier marketing years, but was increased once in December, to TL
1,070,000 now (about USD 1.94 at TL 552,000 to US$1). To date, FISKOBIRLIK has bought about 142,000 MT
of hazelnutswith avaue of TL 152 trillion (just over USD 275 million). FISKOBIRLIK was only able to pay farmers
one-third of thistotal (about TL 54 trillion) and delaysin payments have dready reached four months. According to a
recent GOT announcement, FISKOBIRLIK was provided an additiona TL 26 trillion. FISKOBIRLIK has been
paying each farmer the equivaent value of a maximum of 500 kilograms of hazelnuts with promises that the bal ance will
be paid as soon as possible. Hazelnut pricesin loca markets

(TL 900,000) are about 18 percent lower than the procurement price. Although most of the poor and middie income
farmers have dready sold their crops, significant quantities will become available when prices improve,

Consumption

The current retail price for shelled roasted hazelnuts in Ankaraiis around TL 4,200,000 per kilogram

(USD 7.60). This priceisdightly higher than the pricein last August (TL 4,000,000) but sgnificantly lower than the
rate of inflation (about 30 percent) over the same period. The industry hopes that promotion activities will increase
hazelnut consumption.

Trade

During the first four months of the marketing year, from September - December 1999, Turkey exported about 250,000
MT of hazelnuts. Thislevd isdightly higher than the quantities exported during the same period in 1998 and 1997, --
about 220,000 MT and 240,000 MT respectively. The increase is attributed to the larger supply and lower prices.

MY 1999 exports continue to be primarily destined to European Union countries at about 170,000 MT. Exportsto the
other European countries totaled about 13,000 MT. All exports were made by private traders. FISKOBIRLIK did
not export any hazelnutsin MY 1999. The average export pricefor MT 1999 sdes (shelled and processed) through
December was about USD 373 per 100 kilograms, compared to USD 409 for the same period last year.
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Trade datafor the MY 1998 (September 1998 - August 1999) is now available but there are there are large
differences between the Exporters Union data which is based on regigtrations, and Officia GOT data collected from
Customs and published by the State Indtitute of Statistics. While it may not be 100% correct, we believe the Union
datais more accurate and have used it as the basis for the PSD in thisreport. The trade matrix for MY 1998 reflects
the entire marketing year while MY 1999 data contains only September-December, 1999.

Stocks

FISKOBIRLIK had about 275,000 MT (in shell basis) carryover stocks at the beginning of MY 1999 and purchased
another 142,000 MT in the first months of MY 1999. At thispoint, it isnot certain what FISKOBIRLIK will do with
itsMY 1999 stocks. Having taken adecision not to sall stocks at current low prices, FISKOBIRLIK is crushing some
hazelnuts from past harvests for oil. Annua crushing capacity is 100,000 MT (in shell basis), but the amount actualy
crushed this year isunknown. It isaso not possible to ascertain current stock level.

Policy

Turkey’s 2000 import schedule imposes a45.1 percent import duty on the CIF vaue of hazelnuts of dl origins.
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Tables
PS& D Tablefor Hazelnuts
PSD Table
Country Turkey
Commodity Filberts, Inshell Basis (HA)(1000 TREES)(MT)

Revised 1997] _ Prdiminary 1908]  Forecad 1999

Old New Old New Old New
Market Year Begin 09/1997 09/1998 09/1999

Area Planted 0 0 0 0 0 0
Area Havested 0 0 0 0 0 0
Bearing Tress 272000 272000 274000 214000 275000 275000
Non-Begring Tress 18000 18000 17500 17500 17000 17000
Totd Trees 290000 290000 291500 291500 292000 292000
Beginning Stocks 105000 105000 100000 100000 275000 275000
Production 475000 475000 650000 625000 600000 560000
Imports 0 0 0 29 0 0
TOTAL SUPPLY 530000 530000 750000 12125 875000 835000
Exports 422888 422888 375000 74T 400000 400000
Domestic Consumption 57112 57112 100000 104777 200000 200000
Ending Stocks 100000 100000 275000 275000 275000 235000
TOTAL DISTRIBUTION 530000 530000 750000 121254 875000 835000
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Export Matrix for Hazelnuts

Export Trade Mairix
Country Turkey
Commodity Filberts, Inshell

Basis
Time period Sep-Aug Units. Metric Tons
Exports for: 1998 1999
US. 5r244U.S, 6650
Others Others
Camay 133854] Garmary 92210
Hance 33091ty 32807
Italy 32761 France 30992
Belgium 22537]Belgium 15920
Netherlands 19800]Netherlands 10064
Switzerland 18376 United Kingdom 8571
United Kingdom 14041 Switzerland 9516
Span 8127} Audtria 4982
Augtria 7594 Spain 4728
Orexe 5100 Grese 4228
Totd for Others 206331 214978
Others ot Listed 46425 29469
Grand Totd 74T 251007
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Import Matrix for Hazelnuts

Import Trade Malrix

Country Turkey

Commodity Filberts, Inshell

Badis

Time period Sep-Aug. Units. Metric Tons
Imports for: 1998 199
US. U.S.

Others Others

Gamany 93

United Kingdom 242

Hance 177

Italy 103

Eqypt 57

|5ed 57

Fnland 40

Lithuania 39

Russa A

Kuwat 27

Totd for Others 1706 0
Others ot Listed 58

Grand Totd 2254 0
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