World Walnut Situation & Outlook

Production

According to the Food and
Agriculture Organization, thetop
gx walnut producersin calendar
year (CY) 2003 were China at
360,000 metric tons (25
percent share of the world's
production), followed by the
United States (294,000 tons,
20-percent  share), Iran
(160,000 tons, 11-percent
share), Turkey (125,000 tons,
O-percent  share), Ukraine
(58,000 tons, 4 percent share),
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The Nationa Agriculturd Satigtica Service Objective Measure Survey estimates U.S. walnut production
for 2004/05 at 295,000 tons, 1,000 tons lower than the record 2003/04 crop. Bearing areais growing
approximately 4,000 acres per year reaching 217,000 acres in 2004/05. Industry sources indicate this
growth will continue as more land is planted to walnuts.
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France's walnut production
is expected to recover after
the drought of 2003 to
32,000 tons in 2004/05.
Favorable westher and the
upswing of the production
cycle in India bolstered
production edimates to
34,000 tons in 2004/05.
The forecast for 2005/06 is
for a decline to 31,500 tons
due to the downswing of the
production cycle. Despite a
return to norma westher,
Italy’ s2004/05 productionis
expected to be down to

12,000 tons due to the crop cycle. Itaian production for 2005/06 is forecast to be 15,000 tons. Chile's
production is expected to increase to 14,500 tons in 2004/05. Utilization of improved cultivation and
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replacement of low-yielding orchards set the stage for long-term production increases in Chile. The
2004/05 production estimate for Turkey is68,000 tons, up 1 percent from the prior year. The production
forecast for 2005/06 is 68,000 tons.

Exports
CY 2003 Leading Walnut Exporters

According to Globa Trade Atlas
(GTA), $538 million of wanuts

wereexported. Of this, 64 percent $200
of the value was shdled wanuts at
$346 million, with in-shdl wanuts $150 1
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reports Mexico as a sgnificant
trader in wanuts, the U.S. walnut
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For both shelled and in-shell walnuts, the United Statesistheleading exporter with more than a40 percent
share of exports among the countriesin the GTA database. Totd shelled wanut exports for the United
States came to $134 miillion in 2003/04. Traditiond markets for U.S. shelled walnuts --Japan, Spain,
Canada, and Germany -- have continued to grow at asteady pace. Expansion of smaler markets-- modly
European and South American -- accounted for most of the export growth. Totd export salesof U.S. in-
shdll wanuts for 2003/04 were $34 million. The European Union (EU) isthe primary market for U.S.in-
shell walnuts, and U.S. export levels fluctuate with changesin EU wanut production. For 2004/05, U.S.
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walnut exports are forecast to be 135,000 tons.
France

Franceisthelargest producer and exporter of wanutsin the EU and animportant competitor inthismerket.
Most French exports are to neighboring European countries. The United States' best-market opportunity
is in shelled wanuts and pieces. The in-shell market is dominated by the domestically produced and
gopdlaion labded walnuts -- which isaso the mainstay of French walnut exports. However, in 2003/04,
France swalnut exports are expected to decrease due to lower quality and size of the crop and increased
competition from Caifornia wanuts. For further information, please see 2004 French Tree Nut Semi-

Annua Report.

India

Indian exports of walnuts are expected to rise to 16,500 tons based on higher domestic production. The
bulk of India's exports of $eled wanuts are sold to European countries, primarily Spain, Greece,

Germany, and France. Over 95 percent of walnut exports are kernelsin vacuum packs. However, given
the strong domestic production and relatively high tariffs, there is little chance for imports. For further
information, please see the 2004 India Tree Nut Annual.

China

The mgor markets for Chinese wanuts include the EU and other Asian countries, which receive around
22,000 tons per year. GTA reports China' s shelled exports to be $26 millionin CY 2003. The leading
marketswere the United Kingdom at $6 million and Japan at $5 million. Chinese exportsof in-shdl wanuts
were $1.4 million, with North Koreaand L ebanon receiving $648,000 and $397,000, respectively. China
sourced 96 percent of its $1-million shelled wanut imports and 93 percent of its$287,000 in-shell imports
from the United States. For further information, please see 2004 China Tree Nut Annual.

Turkey

Turkey’ swanut trade is primarily with neighboring countries. GTA data show that Turkey imported $10
million of shelled walnuts mainly from the Ukraine, Romania, Uzbekistan, and the Kyrgyzstan Republic. The
main destinations for Turkey’s $970,000 shelled walnut exports were Bulgaria, the Turkish Free Trade
Zone of Mergn, and Irag. Turkish in-shell exports for CY 2003 totaed $55,000, mostly to Algeria
Shelled imports of $1.8 million came from the Ukraine, the United States, Bulgaria, and Uzbekistan. For
additiona information, please see the 2004 Turkish Tree Nut Annudl.

Imports

Thetop four walnut importers (shelled and in-shdll) in 2003 were Germany ($61 million), followed by Spain
($56 million), Japan ($45 million), and Italy ($38 million) according to GTA satistics. For EU-15inCY

November 2004 3 World Horticultural Trade &
U.S. Export Opportunities



2003, the largest supplier of walnuts was the United Stateswith $32 million, Moldova ($20 million), India
($15 miillion), and the Ukraine ($12 million).

CY 2003 Leading Walnut Importers

German
y $75 1 In-shell @ Shelled

Germany, as the world's largest

importer of walnuts, imported $38
million of shelled and $22.5 million of %501
inshdl wanuts in CY 2003. The .
United States was the dominant
supplier for both categories, with 26 $25 1
percent of shelled and 49 percent of
in-shell wanut imports.
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In CY 2003, Spain imported $37 million of in-shel wanuts and $19 million of shel wanuts. In both
categories, the United Stateswas the leading supplier of walnutsto Spain accounting for 76 percent and 50

percent of imports, respectively.
Japan

InCY 2003, Jgpan imported over $45 million of walnuts, of which 99.5 percent wereshdlled. Theleading
supplier to Japan isthe United States, supplying 89 percent of shelled and 100 percent of in-shel imports.

Italy

InCY 2003, Itay imported $38 million worth of walnuts. Of this, 74 percent werein-shell walnutsand 26
percent were shelled walnuts. The United States is the predominant supplier of in-shell accounting for 76
percent of Itdian imports. In CY 2003, Chile claimed 32 percent of Itay’s shelled import market,
compared to 22 percent for the United States.

(The FAS Attaché Report search engine contains reports on the walnut industries Chile, China, France,
India, Italy, and Turkey. For information on production and trade, contact Kyle Cunningham at 202- 720-
0875. For information on marketing, contact Khaliaka Meardry at 202-720-9903.)
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