Released on 07-05-2010

BLACK GOLD GLITTERSON SUPPLY CONSTRAINTS

The Agricultural Market Intelligence Centre (AMIQ)f Kerala Agricultural
University under the ICAR assisted NAIP project matkased its second price forecast
for ungarbled black pepper for the months of Janu&ebruary, March, April and
May’10, based on their analysis of pepper pricdsazhi market for a period of 15 years
from January 1995 to December 2009. The study keattlg indicated that the pepper
prices in the State may remain soft in Januaryrd&ely and March 2010, and may firm
up by April and May 2010. A summary of the priceaga predicted and its validation
based on actual prices that prevailed at Kochi staduring the reference period
indicates that this finding was proved right:

) Forecasted price Actual Price
Commaodity Form Month
(RS/KQ) (R/KQ)
January 2010 -
y 129-138 138
February 2010 -
Pepper (Ungarbled) Y 128-136 128
March 2010 -
130-140 197
April 2010 -
P 135-148 143
May 2010 140-151 ]

The Centre is revising its prediction for peppecerfor the month of May 2010, and
projecting a new price scenario for the monthsursfe] July, and August 2010 based on
the following trade inputs and new market sentimdrased on emerging global, national
and local scenario described below:

» The global pepper production in 2010 will be low#ran in 2009. Even
International Pepper Community (IPC) now admitsalevsupply shortfall now
as against the optimism expressed at the begirufitige season.

» The total output in Vietnam is now revised to 9@,00T, which is 20 per cent
lower than last year’s output.



Indonesia experienced El Nino effect with the resiét the pepper output in
current year is expected to fall by 30 — 35 pett.cen

Brazil is facing a very unfavourable weather sihmember 2009, and the long
dry spells may end up with a production shortf&aB@ - 40 per cent.

The initial crop estimates of Indian pepper for theérent year by various
agencies were in the range of 50,000 - 60,000 tdhewever, revised estimates
based on new trade inputs suggest that the Ind@mautput will also be falling
short by at least 20 — 25 per cent during 2010tddenger dry spells in summer
and the prevalence of anthracnose (Pollu) diseashefoliage, the spikes and
the berries in main growing tracts. The diseas@amce was severe in Idukki,
especially in the local varieties.

The latest update of Brazilian Pepper Trade Bo@advthat the stock position in
the leading importing countries are precariouslyw Idbecause of the
macroeconomic situations that prevailed in Europdaion and North America.
The economic recovery in the buying countries of & European markets are
likely to stimulate higher demand for pepper in toerent year.

With shipment possibilities from Vietnam for prgsed black pepper remaining
very bleak in the near future in view of the US &and Drug Administration
finding Vietnam pepper not meeting its food hygiemed safety standards.
According to VOV News posted on 10-4-2010, USFDA hatified food hygiene
and safety inspections in all major Vietnam Pepayort Processing Units from
now until October 2010. This is expected to driweerseas buyers to Indian
pepper, which is rated high on quality parametass gremium priced. Any
weakening of rupee may accentuate this process. i$hahy exporters refrain
from taking short positions at the current levelsd are taking a wait and watch
policy for the prices to cool down.

Domestic demand in India is strong, and may go wghér during the winter
months.

Fresh crop arrivals of pepper at major market esnin Kerala are low as the
farmers continue to retain the commodity in anttipn of still higher prices that
may rule in future in view of global supply shottfarheir holding power is
enhanced by the attractive price received for rubb@rdamom, tea, and cocoa,
the companion crops in most production areas.

Pepper can easily be stored for 2 -3 years witlgoatity deterioration.

Under these circumstances, the Agricultural Matkaglligence Centre of Kerala

Agricultural University predicts the following peclevels for ungarbled pepper in
Kerala based on Prices at Kochi for the next #tims



_ Price Forecasts
Commodity Form Month
(RgKQ)
May 2010 150 - 165
Pepper (Ungarbled)
June 2010 155 - 167
July 2010 165 - 175
August 2010 175-185

It is not expected that Vietham may come out ofithkroglio before September
— October. Any massive off loading of Vietnamesppax when they come out of the
current crisis can bring the international pricasler pressure. Farmers are advised to
consider this possibility also while synchronizihgir sale.
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For more details, visit www.kau.edu or contact amickau@gmail.com or 8129628797



