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Indonesia:  Palm Oil Output Expansion Continues

Palm oil output for the last 3 years has been revised upward based on export statistics, domestic use estimates, and data collected from industry sources.  The estimates: 2002/03 is up 5 percent to 10.3 million tons; 2003/04 is up 8 percent to 11.5 million tons; and 2004/05 is up 14 percent to 13.2 million tons.  Performance in the sector over the first three-quarters of 2005 has been very strong, confirming earlier predictions that the tsunami in December 2004 would not have a negative effect on production or exports.  Growing conditions in the provinces of Riau and North Sumatra, which account for nearly 40 percent of production, continue to be ideal.  In addition, yields have increased as newly mature trees in Kalimantan begin providing additional output.  The production forecast for 2005/06 was increased 13 percent to 14.2 million tons in keeping with expectations that the sector will continue to grow in the coming year.

Palm area in Indonesia has more than doubled in the past 5 years to more than 5 million hectares.  The Indonesian government has announced a very ambitious plan to boost palm oil area to 8 million hectares in the next 3 years.  The plan includes setting up the world’s largest palm plantation along the Kalimantan/Malaysia border.  Covering 1.8 million hectares, the plantation could produce an additional 2.7 million tons a year by 2010.   Foreign governments and private business also have made major investments in the palm oil industry in Indonesia.  Environmental groups have protested against the rapid expansion of palm plantations and their effect on the tropical forest ecosystem, but the trend seems likely to continue.  

World palm oil demand has been rising rapidly, especially in the European Union (EU) and China.  Domestic use also is increasing, up an estimated 18 percent in the last 3 years.  The large increase in Indonesian palm oil output expected in the next several years may come at a fortuitous time.  In recent weeks, the price of crude oil has exceeded the prices of soy oil and palm oil on the world market for the first time.  This price relationship may stimulate the demand for vegetable oil for biodiesel production, especially rapeseed oil in Europe and soybean oil in the United States.  Palm oil may need to be substituted for these oils in the international market as biodiesel production increases.  (For more information, contact Paulette Sandene at 202-690-0133.) 

Brazil: Soybean Expansion Halts as Crop Area Declines
Brazilian soybean harvested area for 2005/06 is forecast at 22.0 million hectares, down 1.0 million from last month and down 4 percent from last year.  Soybean production is estimated at a record 60.0 million tons, down 2.0 million from last month, but up 18 percent from last year’s drought and rust-afflicted crop. Yields are forecast at the 25-year trend level of 2.73 tons per hectare, assuming normal weather and adequate control of Asian rust.  The planting season gets underway in parts of Mato Grosso in September, but will commence in much of the rest of the country in October.
The reduction in area is due to five primary factors:  current low commodity prices, a strong currency, high rate of unpaid debts, tight credit, and high input costs.  Safras & Mercado agricultural consultants recently reported that soybean prices, which have encouraged plantings in previous years, declined by an average of 25 percent in 2004/05 from the previous season.  With a fairly good northern hemisphere crop expected, Brazilian producers are not optimistic about price prospects for 2005/06.  Most producers purchased imported inputs for planting the 2004/05 crop at an exchange rate of R$3.00/U.S.$ but sold the crop at around the current rate of R$2.30/U.S.$.  Brazil Ministry of Agriculture officials explain the government programmed an 18-percent increase in credit with much at a subsidized rate of 8.75 percent, but many of these funds may not be used due to non-payment or delayed payment on loans from the previous two harvests.  Credit from input suppliers for the planting season is expected to be unavailable to many farmers who had difficulty paying for last season’s inputs after they experienced crop failure or an otherwise unprofitable season in 2004/05.  Farmers must now routinely spend roughly U.S.$40 per hectare for fungicides to treat for soybean rust, a disease that didn’t become a serious problem in Brazil until the 2003/04 season.  The full effect of these treatments on soybean profitability is only now becoming clear to many farmers who first began regular fungicide sprayings last year.  (For more information, contact Michael Shean at 202-720-7366.)
Argentina: Wheat Forecast Revised Downward 

Argentina’s wheat production for 2005/06 is forecast at 12.5 million tons, down 7 percent from last month and down 22 percent from last year.  The harvested wheat area for 2005/06 is forecast at 5.10 million hectares, down 7 percent from last month and down 16 percent from last year.  The profitability of soybean and sunflowerseed has increased over grains, which combined with dry weather in major and minor wheat growing regions, has likely shifted some intended wheat hectares to first-crop soybeans and sunflower.  While first-crop soybean area increases will likely be realized during the November through December planting period, second-crop soybean area will likely be reduced since the second crop follows wheat in the typical rotation. 

As of Sept. 3, 2005, wheat planting was 99.7 percent complete, slower than last year and the 5-year average.  Dryness in northern La Pampa, southwestern  Corboba, and southern Buenos Aires has delayed planting but the only unplanted area remains in southeastern Buenos Aires province.  Compared to last year, large area reductions have been realized in north-central and southwestern Cordoba, Entre Rios, La Pampa, and southeastern Buenos Aires.  Planting will likely resume in southern Buenos Aires with favorable weather.  

Dryness has worsened wheat quality in southwest Chaco, south-central Cordoba, north-central Santa Fe, and northern La Pampa, where problems of yellow spot, small plants, little tillering, and unevenness have been reported.  Early sown wheat (beginning of June) in southern Buenos Aires is reported to be in excellent tillering condition.  Early seeded wheat, as well as the later plantings (end of July and late August), have benefited from recent rains.  Later seeded wheat is in the germination to early tillering stages.  Maintaining the above-average (i.e., 5-year and 10-year averages) forecast yield of 2.45 tons per hectare will require continued moisture and a return to normal temperatures following last week’s dry and cold weather in many areas of Argentina’s interior.  (For more information, contact Nicole Wagner at 202-720-0882.)  

European Union: Rain Hampers Wheat Crops in Germany and France

The 2005/06 EU wheat crop is estimated at 123.5 million tons, down 2.0 million from last month and down 13.2 million from last year’s record crop.  Harvested area is estimated at 22.9 million hectares, down 2 percent from last season, but unchanged from last month.  Yield is estimated at 5.40 tons per hectare, far below last year’s record 5.88 tons per hectare, but near trend.  Production in the EU has fallen as a result of reductions in both Germany and France.

Germany’s wheat production is estimated at 23.6 million tons, down 1.2 million from last month and down 1.8 million from last year’s record crop. The German wheat crop suffered from high temperatures during late June.  It also struggled with excessive rainfall before and during the harvest period, delaying collection activities and lowering yield quality.  Persistent rain events, recurring for over a month, have left more than 10 percent of the wheat fields unharvested by the end of August. The fields should be harvested by the end of August. Germany’s southeastern province of Bavaria has been especially hard-hit with flooding occurring in late August. A greater-than-normal percentage of wheat will probably be used for feed as much of the later-harvested wheat is expected to have sprout damage.

France’s estimated wheat crop, now fully harvested, has been reduced to 38.0 million tons, down 800,000 from last month and down 1.6 million from last year’s record crop.  Similar to Germany, high temperatures in late June and heavy rains during France’s harvest resulted in a drop in yields.  The crop in France received mostly drier-than-normal weather all season. The dryness slowly lowered yield potential for winter wheat, but its effects were likely much greater on summer crops.  (For more information, contact Bryan Purcell at 202-690-0138.)

Russia:  High Yields in Southern Russia Boost Wheat Output 

Russia wheat production for 2005/06 is estimated at 48.5 million tons, up 1.5 million from last month and up 3.2 million from last year.  As of August 30, with harvest nearly 70 percent complete, farmers had threshed 60.3 million tons of grain (against 59.6 million by the same date last year), including  36.3 (34.0) million tons of wheat.  Wheat yield is estimated at 1.90 tons per hectare, only slightly higher than last year’s level.  A 5-percent increase in estimated area, to 25.5 million hectares, is the principal cause of the increase in output from last year.  The harvest of winter wheat, which accounts for roughly 40 percent of total wheat area and 60 percent of production, is essentially complete.  Spring-wheat harvest is underway and will likely continue into October.  (For more information, contact Mark Lindeman at 202-690-0143.)  

Australia:  Barley Production Increased 

Australia's 2005/06 barley production is forecast at 7.5 million tons, up 1.0 million from last month and up 0.5 million from last year.  This forecast is below the record 10.3 million tons produced during the 2003/04 season. This year-to-year production rise is the result of a forecast higher yield.  The current yield forecast is 2.02 tons per hectare and is above the 5-year average.  Barley is a hardy field crop that is less vulnerable to severe changes in seasonal conditions.  Because dryness delayed planting and the start to the season, area shifted from canola and other crops to barley.  The largest producing states of South Australia and Western Australia have  experienced positive growing conditions thus far this season.  (For more information, contact Jim Crutchfield at 202-690-0135.)
India:  Cotton Production Increased

India's 2005/06 cotton production is forecast at 18.4 million bales, up 1.4 million from last month, but down 0.5 million from last year.  The area forecast is 9.1 million hectares, down 0.1 million from last month, but up 0.1 million from last year.  Indian cotton area is expected to increase this season in response to last year’s success experienced by cotton farmers in several states.  The northern zone states of Punjab, Haryana, and Rajasthan were the first to complete their sowing operations, which typically conclude at the end of May.  In the rainfed central zone cotton states of Gujarat, Maharashtra, and Madhya Pradesh, sowing began 7 - 14 days later than normal in some areas due to the delayed monsoon arrival; however, sowing operations were completed by the third week of August.  Cotton planting for 2005/06 will be completed in India after sowing operations are finalized in the southern producing states of Andrah Pradesh, Karnataka, and Tamil Nadu.  Yield prospects are positive due to favorable weather and low pest incidence in the major cotton growing areas. India is expected to produce a bumper cotton crop for the third consecutive year. The adoption of improved varieties and, particularly, Bt cotton will be the significant factor for this season’s large production.  (For more information, contact Jim Crutchfield at 202-690-0135.)  
China:  Cotton Yield Prospects Are Mixed
China’s 2005/06 cotton output is estimated at 25.5 million bales (5.55 million tons), down 2 percent from last month and down 12 percent from last year.  Cotton area was raised this month to 5.1 million hectares based on recently published planted area estimates from provincial officials and industry sources.  The forecast yield of 1,089 kilograms per hectare is lower than last year but slightly above the 5-year average.  The cotton crop is now at the open boll stage and harvesting has begun. Although cotton planting in Xinjiang was impeded by cool temperatures and periodic storms, local sources report that summer weather was very good and yield prospects are excellent.  Growing conditions in the central Yangtze basin (Hunan, Jianxi, and Southern Hubei) and the northwest (Shanxi, Shaanxi, and Gansu) have been generally favorable, and yields are expected to equal or exceed last year.  Widespread rainfall in July provided adequate to abundant moisture for crop development across the North China Plain, and current yield prospects in Hebei, Shandong, and northern Henan are rated good to excellent.  However, two major typhoons brought damaging wind and rain to parts of Henan, Anhui,  Jiangsu, and Zhejiang in August and September; and there have been reports of significant insect infestations, disease outbreaks, and boll shedding in these areas.  The precipitation pattern to date in this area is very similar to 2003, when heavy late-season rainfall caused sharply lower yields. (For more information, contact Paulette Sandene at 202-690-0133.)
This report uses information from the Foreign Agricultural Service’s (FAS) global network of agricultural attachés and counselors, official statistics of foreign governments and other foreign source materials, and the results of economic and satellite imagery analysis.  Estimates of foreign area, yield, and production are from the Production Estimates and Crop Assessment Division, FAS, and are reviewed by USDA’s Inter-Agency Commodity Estimates Committee.  Estimates of U.S. area, yield, and production are from USDA’s National Agricultural Statistics Service.  Numbers within the report may not add to totals because of rounding.  This report reflects official USDA estimates released in the World Agricultural Supply and Demand Estimates (WASDE-426), Sept. 12, 2005.  

Printed copies are available from the National Technical Information Service.  Download an order form at http://www.ntis.gov/products/specialty/usda/fas_a-g.asp, or call NTIS at 1-800-363-2068. 

The FAS Production Estimates and Crop Assessment Division prepared this report.  The next issue of World Agricultural Production will be released after 9:00 a.m. Eastern Time, October 12, 2005.

Conversion Table
Metric tons to bushels
Wheat, soybeans

=

MT * 36.7437

Corn, sorghum, rye

=

MT * 39.36825

Barley



=

MT * 45.929625

Oats



=

MT * 68.894438

Metric tons to 480-lb bales
Cotton



=

MT * 4.592917

Metric tons to hundredweight
Rice



=

MT * 22.04622

Area & weight
1 hectare


=

2.471044 acres

1 kilogram


=

2.204622 pounds
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