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NOTE TO THE READERS

This report updates and complements the medium-term perspectives published in
July 2005.

The forecasts presented in this publication consst of a set of market and sector
income projections elaborated on the basis of pecific assumptions regarding macro-
economic conditions, the agricultur and trade policy environment, weather
conditions and internationd market developments. They ae not intended to
condtitute a forecast of what the future will be, but instead a description of what may
happen under a specific set of assumptions and circumstances, which at the time of
projections were judged plausible. As such, they should be seen as an andytical tool
for medium-term market and policy issues, not as a short-term forecasting tool for
monitoring market developments and addressing short-term market issues.

The projections and andyses for the EU-25 have been manly carried out on the
bass of three economic models currently available in the Directorate-Generd for
Agriculture and Rura Development of the European Commission.

This report is based on the informetion available a the end of November 2005.
Therefore it does not take into account the recent decisons adopted in the
framework of the Doha Development Round of trade negotiations in Hong-Kongin
December 2005 and the condusions of the Council of the European Union from
December 2005 on the 2007-2013 financid perspectives. Nor does it take into
account the effects of the Avian influenza on the meat markets or the effects of the
recently adopted reform of the sugar CMO. The analysis covers the period between
2005 and 2012.
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EXECUTIVE SUMMARY

Market and income projectionsfor the EU-25

This update of the prospects for agricultura markets and income has been established under a
st of assumptions which are broadly in line with those used in the July 2005 report. In
particular, these do not take into account the recent decisionsadopted in the framework
of the Doha Development Round of trade negotiations in Hong-Kong in December

2005 and the conclusions of the Council of the European Union adopted in December

2005 in Brussels on the 2007-2013 financial per spectives nor does it take into account the
effect of the recently adopted sugar reform.

In the cereals market production in 2005 is expected to have fdlen to around 250 mio t, but
high stock levels from 2004 would continue to leave the cered markets in afragile Stuation over
the next three years. The combined impact of high mandatory set-aside, the implementation of
the sngle farm payment and moderate prospects for yield growth would limit production growth
over the medium term. This would generate a gradud fal in stock levels which would dso be
supported by further gains on the domestic market and more favourable conditions on world
markets.

Although the projected overal baance of the EU cereds market is podtive specific
difficulties could arise for coarse grains, in particular for barley, and on aregional scope for
soft wheat and maize (linked to the Stuation of the landlocked new Member States of centra
Europe which may il be faced with infragtructure difficulties over the short to medium term).

Market perspectives for the EU oilseed sector are foreseen to be supported by productivity
increases, favourable conditions on world markets and the increasing biodiesd demand in the
EU. The production potentid for non-food oilseeds, however, would remain congtrained by the
limitations of the Blar House agreement (with a maximum production of 1 mio t of soybean
med equivdent on set asde land). Despite the projected moderate increase in oilseed
production, the EU will continue to remain alarge net importer of oilseeds.

The medium-term perspectives for the meat sector are pogtive for poultry and pig mesat
markets, while beef meat production is expected to decline as a consequence of the CAP
reform and strong competition from the world market. Overal per capita meat consumption is
projected to increase by 2.2 % by 2012. It should be acknowledged that these reatively
positive projections for the meat markets do not take into account any effects of the Avian
influenza since December 2005 nor the potentid dramatic impact that an Avian influenza
outbreak in the EU could have on the EU markets, with disrupted production and
consumptions patterns, trade flows and a pronounced effect on market prices.

Poultry and pig meat projections have been revised dightly downward compared to the Juy
2005 forecagtsin view of the latest short-term expectations. Changes to the higtoricd datistics
of the rew Member States have triggered a downward revision of beef and sheep and goat
production projections. The latest available trade figures have lowered expectations of beef and
poultry exports but raised the level of pig meet exports foreseen over the medium term.
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The market balance for the mgor dairy products is expected to improve over the medium
term, with increasing cheese production and consumption, but lower availabilities of butter and
SMP. Revisions have dso been carried out for the dairy sector projections based on updated
short-term expectations.

Based on these market projections and the financid perspectives for the EU over the period
2005-2012 as origindly proposed by the European Commission, the medium-term income
projections display a rather favourable outlook as the EU-25 agricultural income would grow
by 12.8 % between 2004 and 2012 in real terms and per labour unit.

If the outlook for EU agriculturd markets and income over the next seven years appears
relatively favourable, it clearly remains subject to some important uncertainties. The latter relate
in particular to the outcome of the Doha Development Round of trade negotiations and to the
riks linked to anima diseese such as Avian Influenza, which could have far reaching
implications for the future pattern of EU agricultural markets.

Decoupling scenario analysis: regional impact in 2012

The regiondly- differentiated andyss of the EU-25 agricultura sector in 2012 under status quo
policy implementation points out that total oilseed acreage and set-asde and fdlow land would
dightly increase, mainly at the expense of totd cered acreage. The largest amount of EU-25
cered production in 2012 would be harvested in northern France, eastern England, north-
western Germany, western Poland and Hungary. These regions would show shares of ceredsin
crop rotation of more than 50 % and yield levels of up to 10 t/ha

The totd EU-25 cattle herd is foreseen to decrease due to the quota-driven structura declinein
dairy cow herd size, but also as a consequence of beef meet production abandonment mainly in
the Member States which have fully decoupled their cattle premiums. In 2012, most of the EU-
25 cattle herd would be located in the traditional dairy producing regions aong the Atlantic bow
and the North Sea coast and in south-eastern Germany and northern Italy. The biggest suckler
cow herds would be found in Irdand, in the French regions Pays de la Loire, Bourgogne,
Limousn, Auvergne and Midi-Pyrenees and in the Spanish regions Cadtilla y Leon and
Extremadura. White meat production is expected to increase further, especialy in Denmark,
Spain, western Poland, northern Itay, in the French regions of Bretagne and Pays de la Loire
and in the German regions of Weser-Ems and Minger.

Agriculturd income per hain 2012 would be particularly high in those regions specidised in high
vaue adding permanent crops, fruit, vegetable and livestock production, such as Vadencia and
Murda in Spain, Emilia-Romagna and Puglia in Italy and regions in the southern part of the
Netherlands and in the northern part of Belgium. Producers throughout the EU-N10 regions
would largdy benefit from their integration into the Single Market and the implementation of the
CAP.

The andyss of the differentiated impact of dternetive decoupling scenarios show that the
(status quo) policy implementation notified by the Member States dready provides
condderable benefits as regards the sectors regional competitiveness, market orientation and
income Situation in comparison to a full coupling policy stuation. However, additiona benefits
could be gained by decoupling to the full extent in line with current policy provisons. It is
projected that full decoupling would raise the overal EU-25 agriculturd income by 0.8 % by
reducing the production and narket distorting policy effects, thus enabling a more efficient
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alocation of resources. Producers would furthermore benefit from greater market orientation in
their production decisons and from higher prices which would broadly compensate lower levels
of production. Most EU-25 regions would gain additiond income thanks to a higher transfer
efficiency of direct income support through full decoupling.
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1. PROSPECTSFOR AGRICUL TURAL MARKETSAND INCOME IN THE EUROPEAN UNION
I ntroduction

This chapter summarises the main results and underlying assumptions of medium-term
projections for the markets of some key agricultura products and for the sector income in the
European Union for the period 2005 - 2012. The results presented are based on data and
other information available at the end of November 2005 and condtitute an update of the
medium-term projections published in July 2005". In particular the projections take into
account the short-term developments foreseen for 2005 and 2006 on domestic and world
markets.

These projections are established under a specific set of assumptions. The most important
assumptions cover agricultural and trade policies, as well as the outlook for the macro-
economic environment and for world agricultural commodity markets. These working
hypotheses have been defined on the basis of the information available, which a the time of
the analyss were judged the most plausible:

(1)  The implementation of the single farm payment scheme as part of the Common
Agricultura Policy (CAP) reform decisions? alows Member States to choose among
different options, which will influence the degree of “decoupling” of the payments.
Member States have communicated their preferred option and, based on this
information, it has been estimated that in 2012 approximately 90 % of the budgetary
trandfers in the form of direct payments (including netiond envelopes and top-ups) for
the arable crops, milk, beef and sheep sectors will be part of the single farm payment
for the EU-25 as awhole. The rate would be higher for the milk (100 %) and arable
crops (93 %) sectorsthan for beef and sheep sectors (78 % and 73 % respectively).

(2)  All trandtionad measures of the CAP in the new Member States, i.e. the phasing-in
of direct payments as well as the top-up possibilities and the production quotas are
expected to operate under the rules agreed upon in the 2002 Copenhagen summiit.
Eight out of the ten new Member States adopt the single area payment scheme, while
Sovenia and Mdta implement the current EU legidation on direct payments. From
2009 onwards the eight new Member States are assumed to adopt the regionalised
gystem. Sovenia and Mdta would implement the regiondised system from 2007
onwards. Enlargement to Romania and Bulgaria, foreseen for 2007, has not been
taken into account in this publication in order not to prejudge the effective entry date
for the two countries.

(3)  After areduction to 5% for the 2004/05 marketing year, the mandatory set-aside
rate returned to the regulatory 10 % in 2005/06. The set-aside area is assumed to

European Commission, Directorate-General for Agriculture Prospects for Agricultural Markets and
Income 2005 — 2012 for the EU-25. July 2005. Brussels.

It should be mentioned that the decisions to extend the scope of currently available instruments for
rural development to promote food quality, meet higher standards and foster animal welfare and those
relative to some specific sectors such as the nuts, dried fodder, starch potato, tobacco, olive oil,
cotton and sugar sectors have not been incorporated in these market analyses.
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(4)

Q)

reman fixed at that level for the rest of the period. For those new Member States
which opted for the dngle area payment scheme, the set-asde obligations would only
apply from 2009 onwards.

It is aso assumed that al commitments taken within the Uruguay Round Agreement
on Agriculture (URAA), regarding in particular market access and subsidised
exports, will be fully respected. Thus, subsidised exports are expected not to exceed
the annua URAA limits, whereas imports under current and minimum access are fully
incorporated.

In addition, the URAA commitments are assumed to remain unchanged over the
2005-2012 period as no account has been taken of the recent decisons adopted in
the framework of the Doha Development Round of trade negotiations in Hong-Kong
in December 2005.

The macro-economic environment in the EU shows signs of areturn to more robust
economic growth. After reaching annua average GDP growth rates above 2% in
2004, economic activity has been more subdued this year with a growth rate of 1.5%.
Growth is expected to return to potentid at the beginning of 2006 and accelerate
further to 2.4% in 2007 and 2.5% in 2008.

According to the short-term economic forecasts from the European Commisson
rdeased in November 2005° the recovery is underpinned by an accderation in
domedtic demand, with a dight stimulus from export demand. This includes, more
specificdly, a rdatively srong pick-up in the pace of investment expenditure and a
more gradually recovery of private consumption.

Despite the stagnant GDP growth observed in the old Member States over the last
few years, economic growth has remaned drong in the new Member States.
Expanding domestic consumption and improving economic conditions in the rest of
Europe should result in an average growth rate of 3.9 % in the new Member Statesin
2005. Growth would accelerate further to 4.4% in 2007.

Tablel.  Assumptionson macro-economic variablesin the European Union, 2002 — 2012

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Population growth (in%)
EU25 03% 04% 02% 03% 03% 03% 02% 02% 02% 02% 0.1%
of which EU15 0.4% 0.4% 0.3% 0.4% 0.4% 0.3% 0.3% 0.3% 0.2% 0.2% 0.2%
of which EUN10 -0.1% 0.0% -0.9% -0.2% -0.2% -0.2% -02% -02% -02% -0.2% -0.2%
GDP growth (in%)
EU25 1.1% 1.0% 24% 15% 21% 24% 25% 25% 25% 25% 2.5%
of which EU15 1.1% 0.9% 2.3% 1.4% 2.0% 2.2% 2.4% 2.4% 2.4% 2.4% 2.4%
of which EUN10 2.4% 3.7% 4.9% 3.9% 4.4% 4.4% 4.4% 4.4% 4.4% 4.4% 4.4%
Inflation (in%)
EU25 21% 19% 21% 19% 19% 19% 19% 19% 19% 1.9% 1.9%
Exchanae rate
USS$/€ 0.95 1.13 1.24 124 123 1.21 1.20 1.19 1.18 1.16 1.15

3

European Commission, Directorate-General for Economic and Financia Affairs. Economic Forecasts,
Autumn 2005. To be published in European Economy No.5/2005.
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(6)

The internationa environment should aso remain supportive as, after a vigorous GDP
growth of 59 % in 2004, the world economic growth would exceed 5% in 2005. It
would then edge margindly lower in 2006 and dow down dightly to 4.6% in 2007.

There exigts a number of downside risks to this macro-economic outlook, notably
further oil price hikes, disorderly exchange rate adjustments and more subdued
consumer confidence which, if confirmed, would weigh on private consumption
growth and could aso hold back investment plans. On the upside, private
consumption could pick up pace more rapidly, boosted, inter alia, by the beneficid
impact of structurd reforms.

The medium-term prospects for economic growth in the EU should rely on an
accderdion in domestic demand. The export oriented sectors should aso benefit from
the sharp growth projected for many emerging economies. In this respect, economic
growth would remain rather stable over the medium term at 2.5 %, with growth rates
in the new Member States exceeding 4 % per year on average while those in the old
Member States would stagnate at 2.4 % over the projection period. Inflation is also
assumed to remain stable over the medium-term at around 1.9 %.

The $/€ exchange rate, which reached approximately 1.3 during the year 2004,
depreciated somewhat in the firgt haf of 2005, reaching 1.18 by the end of November
2005. The euro is assumed to return gradudly to 1.15 againgt the US dollar, as the
impact of the short-term factors contributing to the recent weakening of the US dollar
(induding the swiftly growing current-account and budget deficits in the US) may be
expected to give way to more fundamenta Structurd factors.

The medium-term outlook for world agricultural markets is foreseen to remain
essentidly supported by risng food demand driven by an improved macro-economic
environment (with more broadly-based and sustainable growth), higher population,
urbanisation and changes in digtary patterns, particularly in many emerging economies.
World trade in agriculturd commodities is expected to demonstrate sustained growth,
as demand for food products should outpace production in many developing
countries, while commodity prices are projected to display only moderate increases
over the medium term.

After the low level recorded n 2004, world cereal prices are projected to recover
over the medium term as supply adjusts to globad demand growth, with wheat and
maize prices reaching up to around 160 $/t and 120 $/t respectively by 2012/13.
Oilseed prices are foreseen to display a certain sability over the forecast period, with
soybean prices projected at 243 $/t in 2012/13.

Meat markets are expected to show some stabilisation over the medium term, with
world beef prices dedlining dightly after a short-term price surge due to trade
disruptions related to sanitary crises. World dairy prices are expected to ease down
somewhat after the strong increase of 2004, in line with projected rapid expansion of
milk production in low-cost producing regions (such as Oceanid), but to remain a
relatively high leve throughout the projection period.

11
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Arable Crops
Prospects for cereal markets

The medium-term projections depict an outlook for the EU cereal markets that would appear
moderately positive for most EU cereds, with the noticeable exception of barley which would
only gain competitiveness on domestic markets towards the end of the decade. However, the
functioning of cered makets in some producing regions could reman condrained by
marketing inefficiencies. The latter could affect in particular the marketing of soft wheat and
maize from land locked south eastern European countries. It is assumed that the market
integration of these regions into the single market would gradudly increase until 2008
aongdde with improvements in infragtructure.

Cered yidd growth until 2012 would show a more modest pattern than earlier projections
suggested, with an average annud growth estimated a approximately 0.8 % between 2005
and 2012. In the past years, yield growth dowed down considerably and future increasesin
the intensve cered production basins of the old Member States now appear more limited.
However, maize yields should continue to increase substantialy throughout the EU. Some
scope for further yidd increase are dso expected in the new Member States, which are on
average at roughly haf of the yied levels of the old Member States.

The projected rise in cered yields would more than offset the decline in cered area and entail
a graduad expansion in cered production over the medium term. After a pronounced short-
term fdl in 2005 at 250 mio t due to drought in parts of the EU, the increase in mandatory set-
aside and generdly lower levels of yidd, EU-25 cered production would resume expanding to
reach 271 mio tin 2012.

Domesgtic consumption of cereds would exhibit an 8.8 miot increase over the projection
horizon to sand dightly bdow 253 miot in 2012. Cered feed demand would continue to
expand from 152 miot in 2005 to 156 miot in 2012. However, compared to the previous
decade when feed use expanded by more than 20 mio t, the coming years would only exhibit
amoderate growth. Industria and human consumption would demondrate a dight increase by
5 mio t until 2012.

Graph 1. Development in cereal marketsin the EU (miot), 1995-2012
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Severd factors would contribute to this moderate growthin cered feed use. Fird, the increase
in feeding efficiency will continue, in particular in the new Member States, resulting in lower
feed use per ton of meat and livestock products than seen in the past. The overdl increasein
white meat and egg production in the EU is dso projected to be lower than in the last decade.
Feed cereds gained competitiveness in the 1992 and 1999 reforms and largely replaced
cered subdtitutes. Future additiond gains in cereal consumption in this respect gppear more
limited.

Over the medium term changing price rdaions would result in a sgnificant change in the
composition of cered feed use. In the firgt haf of the period soft wheet and regionaly dso
maize would become more dtractive in feed use, while barley would gain competitivenessin
the second haf of the period.

High leves of stock would continue to leave the cered markets in a fragile Stuaion over the
next two years. During the first haf of the projection period, the impact of higher mandatory
set-asde and the implementation of decoupling would combine to limit production growth
and, thanks to increasing exports, would generate a gradud fdl in stock levels. Totd cered
ending stocks would then stand at 40.1 mio t in 2012, some 18.1 mio t lower than in 2005.

In the short term most of the public stocks would consist of soft whest, rye and maize. Rye
public stocks would disappear by 2007. Soft wheat and maize stocks would be gradudly
reduced and disappear in 2008 and 2009 respectively. Barley would suffer from sgnificant
loss of competitiveness during that time and public stocks of barley would tend to accumulate.
The competitiveness of barley would then improve, leading to a reduction in public socks
from 2009 onwards. Maize would sgnificantly gain competitiveness in feed use after 2008
with the expected full integration of the land locked new Member States into the single
market. Soft wheat would dightly lose competitiveness at the end of the period.

Graph 2. Development in cereal stocksand exportsin the EU (miot), 1995-2012
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In summary, the medium-term prospects for cered markets for the EU-25 should remain
moderately postive as the impact of the CAP reform, moderate prospects for yield growth
and the return to a high set-asde level should combine with more favourable conditions on
world markets to gradudly improve the balance of cered markets after the record harvest of
2004. The assumed return to a weaker euro over the medium term should also help to restore
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amoderae level of competitiveness for cereds. Specific difficulties could only arise for coarse
grains, in particular for barley, and on aregiond scope for soft wheat and maize.

Graph 3. Composition of public stocksin the EU (miot), 1995-2012
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The major oilseeds

The medium-term prospects for the EU oilseed market are expected to be supported by
productivity increases, the favourable developments projected for world markets (fudled by
continuous poditive trends for globa demand of vegetable ail) and increasing demand for
biodiesd in the EU. The recent growth in the use of rapeseed oil for biodiesdl production has
sgnificantly increased the market potentid for rapeseed in Europe. For the firgt time in 2005
the non-food use of rapeseed oil should become more important than the food use.

These developments should provide further incentives for increasing rapeseed production as
well as for increasang imports of rapeseed ol as observed in recent years. Thishasled to a
modest increase in producer prices for European farmers. However, demand for biofue
should become the mogt dynamic driver on the oilseed market and in particular on the
rapeseed markets in Europe. Whereas these projections incorporate the most recent market
trends, they only partialy reflect the potentid impact of the biofud directive as the committed
amount of future resources for the biofud policies in the Member States remain to be clarified.

Tota oilseed area of rapeseed, sunflower seed and soybean bottomed out in 2002 at

6.6 mio ha before increasing to 7 mio ha in 2004 (of which 0.5 mio ha as non-food oilseeds
on et asde land). In 2005 oilseed area stabilised dightly above 7 mio ha of which 0.9 mio ha
of oilseeds on set asde land. The very favourable medium-term perspectives on the oilseed
markets should lead to a steady increase in harvested areato 8.2 mio ha by 2012. The non

food oilseed areais expected to dightly decline to 0.8 mio hain 2012 due to the congraints
imposed by the Blair House agreement (with a maximum of 1 mio t of soybean med

equivaent).

Totd oilseed production stood a 20.4 mio t in 2005. It is estimated to increase to 27 mio tin
2012 supported by the expanson in oilseed area and the strong growth in rapeseed yields.
While sunflower and soybean seed production appears relatively stable, rapeseed would
account for mogt of the growth. Non-food oilseed production on set-asde land would adso
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expand dightly from 2.8 mio tin 2005 to 3.1 mio t in 2012. Any further increases of non-food
oilseed production on set asde land is congtrained by the Blar House agreement which is
projected to limit the total oilseed production potentia of the EU, thus leading to increasing
imports of oils and seeds.

Domestic demand is foreseen to expand by a further 9.6 mio t to stand at 48.8 mio t in 2012
(mainly for rapeseed, followed by soybeans). This increase of domestic use would be manly
supported by the growing biodiesel demand.

M eat and livestock
Beef and veal

Beef production increased dightly in 2004 due to higher end-of-year daughtering in the
Member States that started applying decoupling from 2005. An expected margina decrease
in 2005 is projected to be followed by a short-term increase with the phasing out of the Over
Thirty Months Scheme (OTMYS) in the UK from the beginning of 2006 and a limited de-
stocking of breeding animals linked to the introduction of decoupling of beef direct payments.
The latter —combined with a dight increase in cered feed prices- is expected to have a
ggnificant impact on the beef sector by reducing the incentives toward an intensve beef
production system and production from unprofitable production systems. As a result beef
production is expected to decrease over the medium term to around 7.6 mio t in 2012, a
reduction of 4 % from 2004.

Beef consumption is projected to stagnate over the medium term. In the new Member States
the potentid increase -fudled by rigng income leves- would be broadly offset by the
sustained price increase and the low consumer preference for beef mest.

Graph 4. Outlook for the EU beef market (miot), 1991-2012
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A rdaivdy steady demand and a tight domestic supply are expected to result in firm prices
over the projection period, atracting more imports entering at full duty, notably high-qudity
beef cuts from South America. Tota beef imports are expected to reach 0.6 mio t by the end
of the projection period. Extra-EU-25 exports will be more and more constrained by low
domestic availability and lower competitiveness and -after a possible dight increase in 2006
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due to temporarily increased availabilities linked to the end of the OTM in the UK - exports
are projected to continue their declining trend, faling below 100 000 t by 2012.

Pig meat

The dight decrease in EU-25 pig meat production in 2004-2005 is forecast to be followed by
a seady increase over the medium term driven mostly by internd and externa demand. EU-
25 pig mesat production is projected to reach around 22 mio t by 2012.

Pig mest islikely to remain favoured by consumers as —following a dight decrease observed in
2004-2005- per capita pork consumption is projected to increase from 43.4 kglyear in 2004
to 44.0 kglyear by 2012, with amarked increase in the new Member States.

The strong increase in extra- EU-25 pig meat exports of 2004 is expected to be followed by a
return to more normal exports levels in 2005. Over the medium term there is scope for adight
increase in extra EU-25 exports, while the intra community trade is projected to show
stronger developments.

Poultry

Poultry production gradudly recovered from the impact of avian flu in the Netherlands during
spring 2003 and reached 11 mio t in 2004. The medium-term outlook for poultry production
remains relaively positive as competitive prices with repect to other meats, strong consumer
preference and increased use in food preparations should continue to play in favour of poultry.
Per capita consumption is projected to increase from around 23 kg/year in 2004 to about
24.6 kglyear by 2012, with a stronger growth in the new Member States, where it should
benefit from a growing consumer preference.

It should be acknowledged that these relatively poditive projections for the poultry market do
not take into account any effects of the Avian influenza snce December 2005 nor the potentid
dramdatic impact that an Avian influenza outbresk in the EU could have on the EU meat
markets, with disrupted production and consumptions patterns, trade flows and a pronounced
effect on market prices.

Extra- EU-25 poultry exports are projected to stagnate in line with strong competition on the
world markets by low cost producers and unfavourable US$H/€ and Brazilian Redl/€ exchange
rates. Poultry imports are assumed to resume growing over the longer term, with increased
imports of frozen fillets and mainly cooked and processed poultry mest.

Consumption eggs

The prospects for the EU egg production gppear moderately podtive. Like poultry, egg
production recovered from the avian flu in the Netherlands in 2003. Production of eggs
reached 6.3 miot in 2004 and is expected to further increase to 6.7 mio t in 2012 benefiting
from increesng demand as wel as lower feed cods paticulaly in the first haf of the
projection period. Consumption would expand from 6.2 miot in 2004 to 6.5 miot in 2012.
Per capita consumption would increase from 13.5 kg/capita in 2004 to 13.9 kg/capitain
2012. Exports would develop between 0.2 and 0.3 mio t over the medium term.
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Sheep and goat meat

After the limited increase recorded in 2004 sheep and goat mesat production and per capita
consumption are expected to follow a dight downward trend over the medium term, in line
with past long-term trends and taking into account the potentia impact of decoupling of ewe
premiums in the mgor producing countries. Sheep and goat meat imports are foreseen to
broadly stagnate at the levd of exising TRQs or increase dightly in response to a somewhat
better use of market access commitments granted to some third countries.

Milk and dairy products
Milk

Milk production in the EU-25 is expected to broadly follow the evolution of the milk reference
quantities over the projection period, with total production dightly exceeding 145 mio t by
2012. Milk ddiveries are assumed to fully respect the milk reference quantities in line with
increasing quotas as from 2006. Assuming a further increase in milk yields of around 1.6 %
per year on average over the forecast period, the EU-25 dairy herd is projected to decline
from 23.4 mio heads in 2004 to around 21.1 mio animas by 2012.

Cheese

After a marked increase in 2004 (+1.9 %), cheese production is expected to increase further
over the medium term by dmost 9 % atogether. EU-25 per capita consumptionis projected
to rise from 17.0 kg in 2004 to 18.3 kg in 2012, with a significant growth of 32.3% in the new
Member States.

Graph 5. Outlook for the EU cheese market (miot), 1991-2012
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The steady growth in domestic consumption is expected to absorb most of the projected
increase in cheese production, limiting somewhat the growth n cheese exports, which are
projected to stabilise dightly below 600 000 t.
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Butter

After alimited increase in 2005, EU-25 butter production is expected to resume dedlining
over the medium term in response to lower market and intervention prices. The quota
increases decided for the period 2006/07-2008/09 are not expected to change this
downward trend as the production of other dairy products is assumed to absorb most of the
additiond ddliveries.

Projections for per capita consumption are set at around 3.9 kg in 2012, compared to the
current level of about 4.2 kg (3.8 kg in the new Member States), i.e. -1 % per year on
average, in line with the expected reduction of the aid to butter consumption in the framework
of the implementation of the 2003 CAP reform

The projected balance sheet for butter shows that the decreasing production resulting from the
lower atractiveness of butter should ease somewhat the pressure on intervention stocks,
which are expected to continue to decline in the next few years.

Simmed milk powder

After ashort-term interruption in its dedining trend, production and consumption of SMP
should resume decreasing over the medium term as growing production of higher vaue-added
dairy products would absorb an increasing share of EU milk. The projections suggest astrong
reduction in SMP production from 1.1 mio t in 2004 to around 0.9 mio t by 2012.

The decline in avalability in 2004 and 2005 has alowed to sdl out of intervention stocks
amost 194000t of SMP, leaving intervention stocks nearly empty. Over the medium term
the reduction in production should outpace the dow decrease in consumption, thus
congraining exports (with no intervention stocks).

Agricultural income

The medium-term projections for income display a rather favourable outlook as EU-25
agriculturad income would grow by 12.8 % between 2004 and 2012 in real terms and per
labour unit. However, this overal gain would mask marked differences between EU-15 (+6
%) and the new Member States (+50 %).

The medium-term scenario for the EU-15 exhibits a rise in the vdue of oilseeds (fudled by
volume increases), poultry and pork (supported by volume and price increases), that would
outweigh the decline in the vadue of milk production triggered by the fdl in milk prices (as a
result of the implementation of the reduction in price support in the milk sector as part of the
2003 CAP reform). The resulting growth in gross vaue added of the whole EU-15
agricultural sector would be further strengthened by the projected increase in the vaue of fruit
and vegetables.

In the new Member States the vaue of crop production would gradudly return to its 2004
level by 2012 manly as a result of increasng maize and oilseed vaues. The medium-term
scenario for the anima sector exhibits adeclining trend in beef and milk vaues, in line with the
assumed continuation of the on-going restructuring. The resulting decline in gross va ue added
would be more than compensated by the sharp rise in the funds granted to agricultura
producers in the form of direct payments, nationd top-ups and rurd development funds
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(estimated on the basis of the origind EU Commission proposas for the 2007-2013 financiad
perspectives). The agriculturd labour input in the EU-N10 countriesis assumed to fal by 4 %
on amnud average over the next decade in line with the restructuring of the agricultura sector
boodting the rise in agriculturd income expressed per labour unit.

Table2. Outlook for agricultural incomefor EU-25, 2003 — 2012

2003 2004 2006 2007 2008 2009 2010 2011 2012

Factor income in nominal terms

EU-25 93.5 100 102.7 100.9 104.0 101.9 104.7 1045 104.7
EU-15 96.6 100 101.6 99.8 101.5 99.6 1019 102.0 102.2
EU-N10 56.4 100 1159 1142 1342 129.2 137.6 1339 134.2

Labour input

EU-25 102.9 100 94.9 92.2 89.5 86.9 84.4 82.0 79.6
EU-15 101.2 100 95.6 93.4 91.3 89.2 87.1 85.1 83.2
EU-N10 106.0 100 93.6 89.9 86.3 82.8 79.5 76.4 73.3

Agricultural income in
real terms per labour unit

EU-25 90.8 100 1043 1035 107.7 106.6 110.6 111.5 1128
EU-15 95.4 100 1025 1012 103.3 1019 104.7 1053 106.0
EU-N10 53.2 100 1179 118.0 141.2 138.0 1493 147.6 150.3
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2. DECOUPLING SCENARIO ANALYSIS: REGIONAL IMPACT IN 2012

With the previous chapter gving an overview on the medium-term development of agricultura
markets and income a aggregated EU-25 leve, the chapter on hand is dedicated to
complementary regionaly differentiated analyses focussing on the year 2012.

In doing 0, firgt of dl alook at forecasted land use, livestock production and income Situation
in 2012 shdl be taken. An accordingly developed picture of the futureis greetly shaped by the
implementation of the latest reforms of the Common Agricultural Policy adopted in 2003*
which redesigned agricultura support.

The Single Farm Payment — the core dement of the newly reformed CAP — ams firg and
foremogt a improving the sector's market orientation, dlocation of production, transfer
efficiency and income stability. As far as policy implementation is concerned, Member States
follow different gpproaches to adjust thelr systems of direct payments. All in dl it can be
expected that until the year 2012 around 90 % of the total amount of direct payments is
granted in the form of decoupled income support, wheress the figures for milk, arable crops,
beef and sheep meat add up to 100 %, 93 %, 78 % and 73% respectively.

The European Commission is continuoudy monitoring the implementation and functioning of

the Single Farm Payment as well as the contribution of the instrument to achieve the economic,
socid and environmenta objectives of the CAP. In this regard, the chapter a hand ams at
providing an estimate of the impact of dternative implementation scenarios of the SFP on the
EU-25 agriculturd sector in 2012 by comparing the projected Stuation under the status quo
policy implementation (as notified by Member States) with two dternative scenarios: full

decoupling and full coupling of direct payments in line with the provisons of the current
legidation.

2.1. Reference scenario: status quo policy implementation

Starting point of the scenario andysis for the year 2012 is the so cdled reference Stuation, in
which the implementation of the reformed CAP is incorporated according to the notifications
transmitted by the Member States. As it was aready mentioned above, it is expected that 90
% of the totd amount of EU-25 direct payments are decoupled. As far as the arable crop
sector is concerned, only France and Spain grant an amount of 25 % of the direct support in
the form of coupled payments. Irdand, the UK, Germany, Luxembourg, Ity and Greece
have additionaly chosen to fully decouple direct income transfer in the beef and sheep
sectors’. The EU-N10 countries are assumed to apply the fully decoupled regionalised
payment scheme plus nationd “top-ups’ in 2012.

As regards the agriculturd land alocation in the reference Stuation in 2012, modd results
show that overal EU-25 cereal acreage would amount to 50.0 mio ha, whereas the absolute

*  Besides the successivei mplementation of the different CAP reform packages and the integration of the

EU-N10 into the CAP and the Single Market, the macro-economic conditions, the trade policy
environment, weather conditions and international market developments should also determine the
mediumterm prospects of the EU-25 agricultural sector.

> However, the UK, Greece and Italy apply “Article 69” with regard to their national envelopes.
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figures for EU-15 and EU-N10 would account for 34.5 and 15.5 mio ha respectively. Map 1
presents the cered production volume proportiona to the totd agriculturd area for EU-25
NUTS-II regions. Thus it naturally appears that cereal production per ha agricutura areais
particularly high in regions with rdatively high shares of ceredsin crop rotation and rdatively
high yidds. Especidly in western Poland, in Hungary, in Denmark, in parts of north-western
Germany and in northern France the share of cereds in crop rotation is surpassngly high
exceeding 50 %. The highest yields are reached in parts of western and eastern Germany, in
eastern England, in southern Belgium and northern France. In these regions, yidds vary
between around 9 and 10 t/ha

Map 1: Reference situation 2012: regional cereals production in EU-25 (in t/ha of
agricultural area)

Note: From dark green over whiteto dark red: 0.1t0 1.7 to 5.2 t/ha of agricultural area.

Through the introduction of the Single Farm Payment and the reduction in the overdl leve of
support in the cered sector, it is expected that until 2012 set aside and fallow land would rise
mainly at the expense of total cerea acreage - asland with low profitability would move out of
production. Map 2 shows the share of set-aside and falow land® in crop rotation in the
reference Stuation in 2012. Polish, Swedish and some Spanish regions would have the highest
shares of set-aside and falow land in their totd agriculturd area, varying between 12 and 29
%. Concerning absolute figures, large French, Spanish and Polish regions as well as Latvia
and Lithuaniawould have rdlatively high amounts of sst-aside and falow land.

®  The category “set-aside and fallow land” includes obligatory and voluntary set-aside, fallow land as
well as non food oilseed on set-aside land.
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Map 2. Reference situation 2012: regional share of set asde and fallow land in crop
rotation in EU-25 (in %)
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Note: From dark green over white to dark red: 1 to 8 to 29 %.

Totd EU-25 oilseed acreage in 2012 is edtimated to be 7.3 mio ha, thereof 4.8 mio ha
rapeseed. Over the medium term, rapeseed acreage should expand sgnificantly, manly dueto
productivity increases and favourable developments projected for both the world markets and
internal renewable energy demand. Rapeseed area is expected to generaly rise in the Baltic
States and in western Poland as well as in the whole northern part of the EU-15 with the
exception of Ireland and Scandinavian countries conditiona on climate.

With regard to livestock production, the projections indicate that EU-25 cattle herd would
dightly decrease to 88.1 mio animals until 2012. The forecasted reduction is mainly driven by
the structura declinein the dairy cow herd size, but aso by the successive phasing-out of beef
meat activities in the Member States which have fully decoupled ther direct payments in the
course of the CAP reform implementation. Speciaised regions in Spain, France, Belgium, the
Netherlands and Audtria, keeping most of their cattle premiums coupled, are expected to
expand their cattle fattening herd over the medium term. Map 3 presents the regiona cettle
herd szes in the EU-25 in the reference Situation in 2012. Mogt of the EU-25 cattle herd
would be located in the dlassica dairy producing regions dong the Atlantic bow and the North
Sea coast and in south-eastern Germany and northern Italy. The biggest suckler cow herds
would be found in Irdand, in the French regions Pays de la Loire, Bourgogne, Limousn,
Auvergne and Midi- Pyrenees and in the Spanish regions Cadtillay Leon and Extremadura.

White meat production is assumed to further increase but a a lower rate than in the past
decade. EU-25 countries are expected to produce 21.9 mot of pig mest and 11.7 mio t of
poultry meat in 2012, whereas the contribution of EU-N10 in tota pig and poultry mest
production is 3.5miot and 2.2 miot respectively. Until 2012, production is projected to
increase dgnificantly in Spain, Denmark, Belgium, Poland, Hungary, Czech Republic and in
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intensve livestock regions of France and Germany. Map 4 gives an overview of the regiond
pig herd Szesin the EU-25 in the reference Stuation 2012.

Map 3: Reference situation 2012: regional cattle herd sizesin EU-25 (in heads)

Note: From dark green over white to dark red: 0.003 to 0.3 to 3.4 mio heads.

Map 4: Reference situation 2012: regional pig herd sizesin EU-25 (in heads)

Note: From dark green over whiteto dark red: 0.003to 1 mioto 16.9 mio heads.
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Highlighting the key economic aspect of agriculture in the reference scenario 2012, Map 5
gives an overview on the sector income’ per ha earned in European NUTS-11 regions. Overdl
agriculturd income is relatively high in regions with high vaue adding permanent crop, fruit,
vegetable and livestock production such as Vdencia and Murcia in Spain, Emilia-Romagna
and Pugliain Italy and regions in the southern part of the Netherlands and in the northern part
of Begium. Agriculturd income in the EU-N10 countries would average 340 €/hain 2012.
The drong increase in regiond agriculturd income per ha in EU-N10 until 2012 is largely
driven by the integration into the Single Market and by the implementation of the CAP
implying a sharp rise in funds granted to agriculturd producers in form of direct payments and
nationa “top-ups’.

Map 5: Reference situation 2012: regional agricultural income per ha in EU-25 (in
€/ha of agricultural area)

Note: From dark green over white to dark red: -200 to 1.000 to 11.000 €/ha agricultural area.
2.2. Alternative scenarios: full decoupling and full coupling

In the fallowing section, the above-discussed medium-term perspectives for the EU-25
agriculturd  sector are examined under two dternative scenarios full decoupling and fulll
coupling of direct payments.

In the framework of this analyss, the full decoupling scenario assumes that EU-15 countries
decouple ther direct payments to the maximum extent in line with the current legidation For
the EU-N10, the fully decoupled regionalised payment scheme remains unchanged.

" Measured as gross value added plus premiums in real terms and per hectare agricultural area. Rural

development funds are not included.
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In contragt, the full coupling scenario assumes that both EU-15 and EU-N10 countries couple
ther direct payments to the maximum extent in line with the effective CAP provisons With
regard to the flexible regulation in the arable crops and in the beef sector, Member States are
assumed to “couple” as fallows: Italy, Greece, Portuga and Austria would keep 40 % of the
durum wheat premium coupled, whereas dl other countries would opt for a 25 % coupling of
the arable crop premium. Concerning the beef sector, Denmark, Germany, Itay, Sweden and
Finland are assumed to retain 75 % of the specid premium for adult male bovines coupled.
The Netherlands and the EU-N10 would fully couple the daughter premiums for adult cattle
and caves. All other countries kegp 100 % of the suckler cow premium and the maximum
amount of the daughter premiums® coupled. In both scenarios, market measures remain
unchanged.

2.2.1 Full decoupling

In comparison to the reference scenario, full decoupling of direct payments in 2012 would not
lead to mgor changes regarding totd EU-25 cereal and oilseed acreage as well as set aside
and falow land, because direct payments for arable crops have been aready fully decoupled
in the framework of the current policy implementation, only with the exception of France and
Spain keeping 25 % of arable crop payments coupled. As a consequence, as Map 6 shows,
total cereds acreage would particularly decline in French and Spanish regions due to full
decoupling in 2012. However, cereal acreage would aso drop in Ireland, the UK and Italy,
countries where fodder acreage would expand thanks to the higher profitability of beef
productior?. A different reaction would be observed in the Bendlux countries, in Portugd,
Audtria and Scandinavia, where total cered acreage would increase thanks to afavourable
development of cered prices and the subtitution of fodder on arable land by ceredls.

Regarding livestock production, full decoupling would lead to a decrease of 1.8 % in totd

EU-25 cattle herd to 865 mio animds. Totd cattle herd would particularly decline in
countries with coupled cattle premiums in the reference stuation, like France, Spain, Portugd,
Austria, the Bendux and Scandinavian countries (Map 7). In Germany, where cattle premiums
have dready been fully decoupled in the reference Stuetion, total cattle herd sze would dso
decline, dthough only dightly by 0.9 %. This negative trend would not be reversed by a 4.6 %
increase in German suckler cow herd. In Irdand, the UK, Itdy and in the EU-N10, were
cdtle premiums have dso been fully decoupled in the reference Stuation, full decoupling
goplied in the whole EU-25 would lead to a stabilisation or even adight increase in totd cattle
herd size due to a more favourable price environment. EU-25 pig and poultry mest production
would hardly be affected by full decoupling as these policy changes would neither directly nor
indirectly influence these two sectors sgnificantly.

8 The maximum coupling rates of the slaughter premiums are in this case 40 % and 100 % for adult

bovines and calves respectively.

° Inltaly, additional acreage would also be dedicated to vegetables and permanent crops.
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Map 6: Full decoupling 2012: regional change of cereal acreage in EU-25 in
comparison to thereference situation (in %)

Note: From dark green over whiteto dark red: -3 % to 0 % to 1 % change.

Map 7: Full decoupling 2012: regional change of cattle herd size in EU-25 in
comparison to thereference situation (in %)

Note: From dark green over white to dark red: -8 % to 0 % to 0.7 % change.
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Due to full decoupling, the overdl EU-25 agriculturd income per ha would rise by 0.8 %.
Map 8 shows how this income increase would be distributed across NUTS-1I regions. Ful
decoupling would reduce production and market distorting policy effects enabling a more
efficient dlocation of resources. Producers would furthermore benefit from greater market
orientation in ther production decisons and from higher prices which would broadly
compensate lower levels of production. Thanks to a higher transfer efficiency of direct income
support, most of the EU-25 regions would gain additiona income with full decoupling.

Map 8: Full decoupling 2012: regional change of agricultural income per hain EU-25
in comparison to thereference situation (in %)

Note: White to dark red: 0 % to 3 % change.
2.2.2 Full coupling

Regarding the effects of a full coupling scenario in 2012 vis-a-vis the reference Situation,
overdl EU-25 cereal and oilseed acreage would increase by 0.6 % and 0.3 % respectively,
whereas st aside and falow land would decrease by 0.8 %. Map 9 shows the regional
vaiation of cered acreage due to full coupling in comparison to the reference Stuation.
Increases in cered acreage would mainly take place in countries that have fully decoupled
direct payments in the reference stuation. Ceredl acreage would aso rise in margind regions
where set-aside and fadlow land or fodder acreage are substituted. Durum whegt production
would dightly increase in Greece, Portugd, Audtria and Italy which would couple 40 % of
their commodity specific direct payments.

Concerning livestock production, tota EU-25 cattle herd would increase by 0.5 %. Map 10
presents the change of regiond cattle herd size due to full coupling in comparison to the
reference Stuation in 2012.
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Map 9: Full coupling 2012: regional change of cereal acreage in EU-25 in
comparison to thereference situation (in %)

Note: From dark green over whiteto dark red: -7 % to 0 % to 5 % change.

Map 10: Full coupling 2012: regional change of cattle herd size in EU-25 in
comparison to the reference situation (in %)

Note: From dark green over whiteto dark red: -3 % to 0 % to 7 % change.
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Mgjor increases in cattle herd size of around 5 % would take place in Irdland, the UK, Italy,
Germany and in the EU-N10, and thus again in countries having fully decoupled premiums in
the reference stuation. Due to a 3.2 % drop in producer prices as a result of full coupling,
catle herd sze would particularly decrease in least competitive regions. EU-25 white mest
production would not change significantly.

Overdl EU-25 agricultural income would decrease by 0.7 % due to full coupling. Map 11
shows how NUTS-I11 regions are affected. The reduction in income mainly arises from alower
generd price leve resulting from higher supplies and from a lesser transfer-efficiency of direct
payments being widely used to cover production cogts.

Map 11: Full coupling 2012: regional change of agricultural income per hain EU-25
in comparison to the reference situation (in %)

Note: From dark green to white: -14 % to 0 % change.
2.3. Conclusions

As the regiondly-differentiated andysis of the EU-25 agriculturad sector in 2012 under status
guo policy implementation has pointed out, total oilseed acreage and set-aside and falow land
would dightly increase, mainly a the expense of tota cered acreage. The biggest amount of
EU-25 cereal production in 2012 would be harvested in northern France, eastern England,
north-western Germany, western Poland and Hungary. These regions would show shares of
cereds in crop rotation of more than 50 % and yidld levels of up to 10 t/ha. The total EU-25
cattle herd is foreseen to decrease due to the quota-driven structura decline in dairy cow herd
Sze, but also as a consequence of beef meat production abandonment mainly in the Member
States which have fully decoupled their cattle premiums. In 2012, most of the EU-25 cattle
herd would be located in the traditiona dairy producing regions aong the Atlantic bow and
the North Sea coast and in south-eastern Germany and northern Italy. The biggest suckler
cow herds would be found in Irdand, in the French regions Pays de la Loire, Bourgogne,
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Limousn, Auvergne and Midi-Pyrenees and in the Spanish regions Cadlilla y Leon and
Extremadura. White meat production is expected to increase further, especidly in Denmark,
Spain, western Poland, northern Italy, in the French regions of Bretagne and Pays de laLoire
and in the German regions of Weser-Ems and Minger.

Agriculturd income per ha in 2012 would be particularly high in those regions specidised in
high va ue adding permanent crops, fruit, vegetable and livestock production, such as Vadencia
and Murcia in Spain, Emilia-Romagna and Pugliain Itay and regions in the southern part of
the Netherlands and in the northern pat of Begium. Producers throughout the EU-N10
regions would largely benefit from ther integation into the Single Maket and the
implementation of the CAP.

As regards the andysis of the differentiated impact of dternative decoupling scenarios, it can
be concluded that the status quo policy implementation as notified by the EU Member States
is dready consderably advantageous with regard to the sectors regional competitiveness,
market orientation and income Stuation in comparison to the full coupling scenario. However,
additiona benefits could be gained by decoupling to the full extent in line with current policy
providons. It is projected that full decoupling would raise the overdl EU-25 agriculturd
income by 0.8 %. Full decoupling would reduce the production and market distorting policy
effects enabling a more efficient dlocation of resources. Producers would furthermore benefit
from greater market orientation in their production decisons and from higher prices which
would broadly compensate lower levels of production. Thanks to a higher transfer efficiency
of direct income support, most of the EU-25 regions would gain additiona income with full
decoupling.
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Table A.1 Total cereals market projections for the European Union, 2003-2012 (mio t)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Usable production 230.2 286.8 250.3 256.6 259.0 2639 263.7 2654 269.1 271.0
of which EU-15 185.2 223.1 192.4 203.3 2055 206.2 208.2 209.1 2115 2125
EU-N10 45.0 63.7 579 533 534 577 556 563 57.5 58.4
Consumption 239.5 2451 244.0 2441 2448 247.0 247.3 249.2 251.2 252.8
of which bioenergy 0.0 0.7 1.5 15 1.5 15 1.5 15 15 15
of which EU-15 189.9 1959 1934 1941 1948 197.1 197.5 1993 201.3 202.8
EU-N10 49.5 492 50.6 500 50.0 500 49.8 499 49.9 49.9

Imports 14.0 104 10.4 9.9 9.8 101  10.0 101 10.0 10.1
Exports 20.2 224 228 273 292 279 279 285 29.6 30.4
Beginning stocks 49.5 346 643 582 53.3 480 475 460 43.8 42.1
Ending stocks 34.6 643 582 533 48.0 475 46.0 438 42.1 40.1
of which intervention 3.5 156 14.1 12.5 7.7 7.5 6.7 5.9 5.7 4.7

EU-N10: Ten new Member States

Table A.2 Total wheat market projectionsfor the European Union, 2003-2012 (mio t)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Usable production 106.6 136.2 120.5 122.1 1235 1256 126.3 127.6 129.6 130.9
of which EU-15 90.3 1113 98.4 103.6 105.2 106.2 107.8 108.9 110.7 111.8
EU-N10 16.3 249 221 185 18.3 194 186 187 18.9 19.1
Consumption 108.9 1156 116.1 117.0 115.8 1158 1154 1159 1165 117.0
of which EU-15 91.8 96.3 96.8 974 96.4 966 96.5 97.1 97.7 98.2
EU-N10 17.1 193 193 195 19.3 192 189 189 18.8 18.8

Imports 5.9 7.3 7.0 6.4 6.4 6.4 6.4 6.5 6.4 6.5
Exports 10.3 136 13.0 155 18.2 172 17.4 18.0 19.1 19.9
Beginning stocks 18.7 125 26.8 252 21.2 171 16.1 161 16.1 16.6
Ending stocks 12.5 26.8 25.2 21.2 17.1 16.1 16.1 16.1 16.6 17.1
of which intervention 0.2 8.9 7.5 4.9 1.0 0.0 0.0 0.0 0.5 1.0

EU-N10: Ten new Member States

Table A.3 Total coarse grain projections for the European Union, 2003-2012 (mio t)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Usable production 123.6 150.6 129.8 1345 1354 138.3 137.4 1378 1394 140.0
of which EU-15 95.0 111.8 94.0 99.7 100.3 100.1 100.4 100.2 100.8 100.7
EU-N10 28.7 388 358 349 351 383 37.0 376 38.6 39.3
Consumption 130.5 1295 1279 127.1 129.1 131.2 1319 1333 134.7 135.7
of which EU-15 98.1 99.7 96.6 96.6 98.4 1004 101.0 1023 103.6 104.6
EU-N10 32.4 298 314 305 30.7 308 309 31.0 31.1 31.1

Imports 8.1 3.1 3.4 35 3.5 3.6 3.6 3.6 3.6 3.6
Exports 9.9 8.8 9.8 117 11.0 10.8 10.5 105 10.5 10.5
Beginning stocks 30.8 221 375 330 321 308 31.3 300 27.7 25.5
Ending stocks 22.1 375 330 321 308 313 30.0 277 25.5 23.0
of which intervention 3.3 3.9 2.1 3.9 4.9 6.4 6.7 5.9 5.2 3.7

EU-N10: Ten new Member States

Table A.4 Soft wheat market projections for the European Union, 2003-2012 (mio t)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Usable production 97.8 1245 113.3 113.3 1145 1165 117.2 1184 120.3 121.6
of which EU-15 81.5 996 912 949 96.3 972 98.7 998 1014 102.5
EU-N10 16.3 249 221 184 18.2 193 185 186 18.9 19.0
Consumption 98.4 105.0 106.6 107.1 105.8 105.8 105.3 105.7 106.1 106.5
of which EU-15 81.9 858 87.2 877 86.6 867 86.4 86.9 87.4 87.9
EU-N10 16.5 192 194 194 19.2 191 18.8 188 18.7 18.7

Imports 3.8 5.8 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0
Exports 9.4 12.3 12.5 15.1 17.8 16.8 17.0 17.6 18.7 19.5
Beginning stocks 18.5 124 254 245 205 164 154 154 15.4 15.9
Ending stocks 12.4 254 245 205 16.4 154 154 154 15.9 16.4
of which intervention 0.2 8.9 7.5 4.9 1.0 0.0 0.0 0.0 0.5 1.0

EU-N10: Ten new Member States
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Table A.5 Barley market projectionsfor the European Union, 2003-2012 (mio t)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Usable production 54.2 61.0 523 552 56.0 557 552 549 55.0 54.7
of which EU-15 46.2 512 43.1 453 457 454 453 449 44.7 44.3

EU-N10 8.1 9.8 9.2 99 10.3 103 9.9 10.0 10.3 10.4
Consumption 51.9 46.6 47.4 464 47.1 467 47.3 482 49.1 49.9
of which EU-15 43.5 39.1 392 382 388 384 389 396 40.4 41.1

EU-N10 8.4 7.5 8.2 8.2 8.3 8.3 8.4 8.6 8.7 8.8
Imports 0.7 0.5 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4
Exports 6.5 6.0 6.8 7.9 7.9 7.9 7.9 7.9 7.9 7.9
Beginning stocks 7.6 41 130 115 128 143 15.7 16.2 15.4 13.8
Ending stocks 4.1 13.0 11.5 12.8 14.3 15.7 16.2 15.4 13.8 11.2
of which intervention 0.0 1.5 1.0 3.5 4.9 6.4 6.7 5.9 5.2 3.7

EU-N10: Ten new Member States

Table A.6 Maize market projections for the European Union, 2003-2012 (mio t)
2003 2004 2005 2006 2007 2008 2009 2010 2011 _ 2012

Usable production 41.5 532 473 49.8 49.7 53.0 527 531 54.3 55.1
of which EU-15 33.8 41.0 351 401 40.4 405 40.8 409 41.6 41.9

EU-N10 7.7 12.3 12.2 9.7 9.3 12.5 11.9 12.2 12.7 13.1
Consumption 43.6 516 502 512 522 547 550 551 55.4 55.5
of which EU-15 35.7 429 40.6 422 431 454 456 458 46.1 46.3

EU-N10 7.9 8.6 9.7 9.0 9.1 9.3 9.3 9.3 9.3 9.2
Imports 5.6 2.1 2.5 25 2.5 25 2.5 25 25 25
Exports 2.0 17 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0
Beginning stocks 10.4 119 139 115 10.7 8.6 7.9 6.1 4.6 4.0
Ending stocks 11.9 139 115 107 8.6 7.9 6.1 4.6 4.0 4.1
of which intervention 0.0 2.8 4.5 3.7 1.8 1.1 0.0 0.0 0.0 0.0

EU-N10: Ten new Member States

Table A.7 Areaunder arable cropsand set-aside in the EU, 2003-2012 (mio ha)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Cereals 51.4 524 516 505 50.7 508 50.1 50.0 50.2 50.0
of which EU-15 36.3 369 357 348 349 347 348 346 34.7 34.5

EU-N10 15.1 15.5 15.8 15.7 15.7 16.1 15.4 15.4 15.5 15.5
Soft wheat 18.3 19.3 19.6 19.0 19.1 19.2 19.1 191 19.2 19.2
Durum wheat 3.8 3.9 3.3 34 3.4 34 3.4 34 35 34
Barley 13.4 12.9 13.1 12.7 12.8 126 12.4 12.2 12.2 12.0
Maize 6.2 6.5 6.0 6.2 6.1 6.4 6.3 6.2 6.3 6.3
Rye 2.6 2.7 2.6 2.8 2.8 2.8 2.7 2.7 2.7 2.7
Other cereals 7.1 7.0 6.9 6.4 6.5 6.4 6.3 6.3 6.3 6.3
Oilseeds (1) 5.9 6.4 6.1 6.8 6.6 6.9 6.6 7.0 6.9 7.3
of which EU-15 4.2 4.5 4.2 4.6 4.5 4.8 4.7 5.0 4.9 52

EU-N10 1.7 1.9 1.9 2.1 2.2 2.1 1.9 2.0 2.0 2.1
Rapeseed 3.5 4.0 3.9 4.3 4.1 4.5 4.2 4.6 4.4 4.8
Sunseed 2.2 2.1 1.9 2.2 2.2 2.1 2.1 2.1 2.1 2.1
Soyabeans 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3
Protein crops 1.3 14 1.4 1.2 1.2 1.2 1.2 1.2 1.2 1.2
Flax and Hemp 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Silage (2) 4.6 5.0 5.1 4.8 4.8 4.8 4.8 4.8 4.7 4.7
Total arable crops 63.5 654 643 636 63.6 639 63.0 632 63.2 63.4
Compulsatory set-aside 4.0 1.9 4.0 4.0 4.0 4.0 5.0 5.0 5.0 5.0
of which EU-15 4.0 1.9 4.0 4.0 4.0 4.0 4.0 4.0 4.0 4.0

EU-N10 0.0 0.0 0.0 0.0 0.0 0.0 1.0 1.0 1.0 1.0
of which non-food oilseeds 0.9 0.5 0.9 0.8 0.8 0.8 0.8 0.8 0.8 0.8
Voluntary set-aside 2.3 3.1 3.0 3.2 3.2 3.2 3.2 3.2 3.2 3.2
Total set aside 6.3 5.0 7.0 7.2 7.2 7.2 8.2 8.2 8.2 82
Total COP 69.8 70.4 71.3 70.8 70.8 711 71.2 71.4 71.4 71.6

(1) major oilseeds on non set-aside land;
(2) excluding grass silage;
EU-N10: Ten new Member States
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Table A.8 Total oilseed market projections for the European Union, 2003-2012 (mio t)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Usable production 16.2 201 204 217 219 234 23.0 250 24.6 26.8
of which EU-15 12.7 152 161 168 17.0 185 185 201 19.8 21.6
EU-N10 3.4 4.9 4.4 4.8 4.9 4.8 4.5 4.8 4.8 5.1

of which non-food 2.3 1.8 2.8 2.9 2.9 2.9 3.0 3.0 3.0 3.1
Consumption 33.0 36.1 39.2 399 41.3 43.0 43.7 46.0 46.6 48.8
of which bioenergy 3.6 4.6 7.4 7.5 7.8 8.3 8.3 9.2 9.1 9.9
of which EU-15 30.9 337 36.7 374 386 403 409 432 43.7 45.9
EU-N10 2.0 2.4 2.5 2.6 2.7 2.7 2.8 2.8 2.9 3.0

Imports 21.1 194 191 196 20.1 210 21.8 224 22.9 23.5
Exports 1.0 4.0 0.4 0.5 0.3 0.3 0.3 0.3 0.4 0.5
Beginning stocks 7.6 9.7 4.5 4.9 5.0 5.1 5.3 55 5.7 5.8
Ending stocks 9.7 4.5 4.9 5.0 5.1 5.3 5.5 5.7 5.8 6.1

EU-N10: Ten new Member States

TableA.9 Beef/veal market projectionsfor the EU-25, 2003 — 2012 (‘000 t cwe)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Gross Indigenous Production 8033 8048 7963 8082 8054 7961 7874 7791 7740 7723
Live Imports 7 7 10 10 10 10 10 10 10 10
Live Exports 93 105 105 105 105 105 105 105 105 105
Net Production 7948 7950 7868 7987 7959 7866 7779 7696 7645 7628
EU 15 7359 7425 7354 7473 7497 7394 7297 7 205 7142 7111
EU N10* 589 525 514 514 462 472 482 491 503 517
Import 439 508 535 560 566 577 588 600 614 628
Exports 392 333 280 310 273 241 206 154 107 93
Stocks changes - 233 -33 0 0 0 0 0 0 0 0
Consumption 8228 8158 8123 8237 8251 8202 8161 8142 8152 8163
Per Capita Consumption 18.0 17.8 17.7 17.9 17.9 17.7 17.6 175 175 175
EU 15 20.1 20.1 20.0 20.2 20.2 20.0 19.9 19.8 19.8 19.7
EU N10* 7.2 6.2 5.6 5.6 5.6 5.6 5.6 5.6 5.6 5.6
Ending stocks (Intervention) 34 0 0 0 0 0 0 0 0 0
Table A.10 Pig meat market projections for the EU-25, 2003 — 2012 (‘000 t cwe)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Gross Indigenous Production 21323 21213 21120 21278 21415 21571 21594 21640 21783 21966
Live Imports 0 0 0 0 0 0 0 0 0 0
Live Exports 17 19 27 38 38 38 38 38 38 38
Net Production 21306 21194 21093 21240 21377 21533 21556 21602 21745 21928
EU 15 17792 17931 17949 18013 18076 18102 18099 18138 18276 18427
EU N10* 3514 3263 3144 3227 3301 3431 3457 3464 3469 3501
Import 23 15 13 14 18 21 24 26 28 29
Exports 1320 1442 1 356 1398 1407 1416 1403 1402 1425 1440
Stocks changes - 135 - 90 0 0 0 0 0 0 0 0
Consumption 20144 19857 19750 19856 19988 20138 20177 20226 20348 20517
Per Capita Consumption 44.1 434 43.0 43.1 43.3 435 43.5 435 43.7 44.0
EU 15 43.7 42.9 42.6 42.6 42.5 42.7 42.6 42.7 42.9 43.1
EU N10* 46.3 46.0 45.4 46.0 47.6 48.1 48.2 48.3 48.4 49.3

* EU N10: Ten new Member States

33



Annexes

Table A.11  Poultry meat market projections for the EU-25, 2003 — 2012 (‘000 t cwe)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Gross Indigenous Production 10 747 10990 11076 11153 11240 11313 11441 11516 11590 11654
Live Imports 0 0 0 0 0 0 0 0 0 0
Live Exports 5 5 5 5 5 5 5 5 5 5
Net Production 10742 10985 11071 11148 11235 11308 11436 11511 11585 11649
EU 15 9027 9144 9170 9157 9204 9221 9316 9377 9431 9453
EU N10* 1715 1841 1901 1991 2030 2087 2119 2134 2154 2196
Import 641 531 527 655 674 684 694 705 714 721
Exports 969 1029 881 919 915 915 915 915 915 915
Consumption 10431 10488 10817 10855 10994 11077 11215 11302 11384 11455
Per Capita Consumption 229 22.9 23.6 23.6 23.8 23.9 24.2 24.3 245 24.6
EU 15 229 22.7 23.3 233 23.5 23.6 23.8 23.9 24.0 24.1
EU N10* 22.6 24.3 25.0 25.0 25.6 25.8 26.3 26.6 26.9 27.1
Table A.12  Sheep/Goat meat market projections for the EU-25, 2003-2012 (‘000 t cwe)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Net Production 1030 1055 1038 1038 1041 1040 1038 1034 1030 1025
EU 15 1015 1041 1024 1024 1027 1026 1024 1020 1016 1014
EU N10* 15 14 14 14 14 14 14 14 14 11
Import 256 247 264 264 263 263 263 264 265 266
Exports 3 4 4 4 4 4 4 4 4 4
Consumption 1283 1298 1298 1298 1299 1299 1298 1294 1291 1288
Per Capita Consumption 2.8 2.8 2.8 2.8 2.8 2.8 2.8 2.8 2.8 2.8
EU 15 3.3 33 3.3 33 3.3 33 3.3 33 3.3 3.2
EU N10* 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2

Table A.13 Meat per capita consumption projectionsin the EU, 2003 — 2012 (kg/head)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
EU-25
Beef and Veal 18.0 17.8 17.7 179 17.9 17.7 17.6 17.5 17.5 175
Pork 44.1 434 43.0 431 43.3 435 435 435 43.7 44.0
Poultry 22.9 229 23.6 23.6 23.8 239 24.2 24.3 24.5 24.6
Sheep Goat 2.8 2.8 2.8 2.8 2.8 2.8 2.8 2.8 2.8 2.8
Total EU-25 87.8 870 871 874 878 880 881 882 885 889
of which EU-15
Beef and Veal 201 201 200 202 202 200 199 198  19.8 197
Pork 43.7 42.9 42.6 42.6 42.5 42.7 42.6 42.7 42.9 43.1
Poultry 229 227 233 233 235 236 238 239 240 241
Sheep Goat 3.3 3.3 3.3 3.3 3.3 33 3.3 3.3 3.3 3.2
Total EU-15 901 890 892 894 894 896 896 896 899 902
of which EU-N10*
Beef and Veal 7.2 6.2 5.6 5.6 5.6 5.6 5.6 5.6 5.6 5.6
Pork 46.3 46.0 45.4 46.0 47.6 48.1 48.2 48.3 48.4 49.3
Poultry 22.6 24.3 25.0 25.0 25.6 25.8 26.3 26.6 26.9 271
Sheep Goat 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Total EU-N10* 76.4 76.6 76.1 76.8 79.0 79.7 80.3 80.7 81.1 82.2
Table A.14  Consumption egg market projections for the EU-25, 2003 — 2012 (mio t)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Usable production 6.2 6.3 6.4 6.5 6.6 6.6 6.6 6.7 6.7 6.6
of which EU-15 5.3 53 54 55 55 56 56 5.7 5.7 5.6
EU-N10 1.0 1.0 10 1.0 10 10 10 10 1.0 1.0
Consumption 6.1 62 62 63 64 64 64 64 6.5 6.5
Imports 0.0 00 00 00 00 00 00 00 0.0 0.0
Exports 0.1 03 02 02 02 02 03 03 0.2 0.2
Per capita consumption 13.3 13.5 13.6 13.7 13.8 13.8 13.8 13.9 13.9 13.9
EU-15 135 137 138 137 138 138 138 138 138 13.9
EU-N10 124 127 126 137 138 139 139 140 141 14.1

EU-N10: Ten new Member States
* EU N10: Ten new Member States
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Table A.15 Milk production, deliveries and dairy herd in the EU-25, 2003 — 2012

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Total production (mio t) 143.5 142.3 143.9 145.0 145.5 145.8 145.6 145.6 145.6 145.5
EU 15 121.8 120.4 121.3 122.3 122.6 123.0 123.0 123.0 123.0 123.0
EU N10* 21.7 22.0 22.7 22.8 22.8 22.7 22.7 22.6 22.6 22.6
Deliveries (mio't) 130.9 130.6 133.0 134.6 134.6 135.3 135.9 136.2 136.4 136.4
Delivery ratio (in %) 91.3 91.8 924 92.8 92.5 92.8 93.3 93.5 93.7 93.7
Fat content (in %) 4.05 4.07 4.06 4.06 4.06 4.07 4.07 4.07 4.08 4.08
Protein content (in %) 3.32 3.32 3.33 3.33 3.33 3.33 3.33 3.34 3.34 3.34
Milk yield (kg/dairy cow) 5931 6018 6210 6363 6474 6562 6626 6692 6762 6843
EU 15 6275 6323 6500 6669 6783 6864 6911 6963 7017 7084
EU N10* 4536 4739 5012 5105 5198 5300 5415 5527 5648 5774
Dairy cows (mio heads) 23.9 234 23.0 22.6 22.3 221 219 21.6 21.4 21.1
EU 15 19.3 18.8 185 18.2 18.0 17.9 17.7 17.6 17.4 17.3
EU N10* 4.7 4.6 4.5 4.4 4.3 4.2 4.1 4.1 4.0 3.9
Note: Dairy cow numbers refer to the end of the year (historical figures from the December cattle survey)
TableA.16  Cheese market projectionsfor the EU-25, 2003 — 2012 (‘000 t)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Total production (1) 8 272 8419 8 515 8 658 8 766 8 816 8924 9014 9 086 9169
EU 15 7 289 7385 7 458 7 586 7676 7 691 7772 7 835 7879 7 935
EU N10 983 1034 1 056 1072 1090 1125 1151 1180 1 207 1233
Imports 139 111 91 93 94 96 98 100 103 105
Exports 574 572 570 575 582 588 593 597 597 598
Human consumption (2) 7 660 7788 7 865 8 006 8 107 8 154 8259 8 348 8422 8 506
Per capita consumption (kg’ 16.8 17.0 17.1 17.4 17.6 17.6 17.8 18.0 18.1 18.3
EU 15 17.8 18.0 18.1 18.4 185 185 18.6 18.6 18.6 18.7
EU N10 11.6 11.9 12.1 12.3 12.5 13.1 13.8 14.5 15.2 16.0
(1) Including cheese used for processed cheese. Excluding farm cheese
(2) Excluding processed cheese and farm cheese.
Table A.17 Butter market projections for the EU-25, 2003 — 2012 (* 000 t)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Total production 2156 2104 2148 2115 2 080 2 051 2024 2 001 1973 1949
EU 15 1875 1797 1811 1788 1766 1751 1733 1711 1683 1662
EU N10* 281 307 337 327 315 300 291 290 289 288
Imports 93 90 75 75 75 75 75 75 75 75
Exports 322 352 330 320 298 255 237 227 214 207
Total consumption 1901 1904 1924 1924 1898 1881 1870 1854 1838 1822
per capita consumption (kg) 4.16 4.16 4.19 4.18 411 4.06 4.03 3.99 3.95 3.91
EU 15 4.33 4.30 4.27 4.25 4.17 4.11 4.08 4.03 3.98 3.92
EU N10* 3.34 3.43 3.76 3.77 3.79 3.80 3.80 3.80 3.80 3.84
Intervention Stocks
Ending stocks 223 161 130 7 36 26 18 13 9 4
Stock changes 31 -62 -31 -53 -41 -10 -8 -6 -4 -5
Note: The figures on imports and exports are referring to total trade, i.e. including inward processing.
EU N10: ten new member states
TableA.18 SMP market projectionsfor the EU-25, 2003 — 2012 (‘000 t)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Total production 1286 1097 1120 1104 1066 1038 1013 986 961 944
EU 15 1063 872 891 880 844 813 793 775 766 758
EU N10* 223 225 229 223 222 225 220 211 195 186
Imports 58 25 9 9 9 9 9 9 9 9
Exports 341 280 228 182 164 149 145 133 123 120
Total consumption 948 949 965 931 912 899 877 863 848 833
EU 15 885 868 884 857 838 824 805 795 781 769
EU N10* 63 81 81 75 74 74 72 68 67 64
Stock changes 55 -107 - 65 0 0 0 0 0 0 0
Intervention Stocks
Ending stocks 194 65 0 0 0 0 0 0 0 0
Stock changes 53 -129 -65 0 0 0 0 0 0 0

Note: The figures on imports and exports are referring to total trade, i.e. including inward processing.

* EU N10: ten new Member States
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