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Update on European Commission Measures to Support the Poultry
Market

In response to the impacts felt from Avian Influenza on the consump-
tion, production, and prices of poultry and eggs in the European Union
(EU-25), the management committee for eggs and poultry approved a
Commission proposal to allow the co-financing by the EU-25 budget of
measures to support the poultry market on June 21, 2006. Until now
there has was no way to take into account market problems linked to
lost sales, due to reduced consumer confidence. The only tool avail-
able in the past has been export subsidies, which have already been
increased on several occasions but have proven ineffective for the
current market situation.

At the time, the expected cost to the EU-25 budget proposed was be-
tween €50 and €65 million (US $63.8* and US $82.8* million), and the
following aid measures were to be covered: the destruction of hatching
eggs; the processing of hatching eggs; the destruction of chicks (of
chicken, guinea fowl, duck, turkey, and goose); the early slaughter of
some of the breeding flock; the extension of periods of temporary non-
production beyond three weeks; the voluntary reduction in output by
reduced placing of chicks; and the early slaughter of ready to lay pul-
lets.

On July 3, 2006 the details of the market support measures were laid
down in Commission Regulation 1010/2006 and published in the Of-
ficial Journal of the European Commission, which describes the maxi-
mum levels of compensation for destruction and depopulation. The
support is to be co-financed by the governments on a 50-50 percent
basis in most Member States (MS) with each MS putting in half of the
support. The maximum level calculated by the European Commission
(EC) was about €75 million (US $94.3** million) of which the sector
projects to realistically only receive about half of this amount, due to
restrictions in Regulation 1010/2006 setting the minimum time span
for advancing breeding flock slaughter at least six weeks before the
standard date of slaughtering. The majority of the support is reserved
for the destruction of hatching eggs and breeding birds.

As of July 14, 2006, 14 MS requested aid measures: Austria, Cyprus,
Czech Republic, France, Germany, Greece, Hungary, Ireland, Italy, Neth-
erlands, Poland, Portugal, Slovakia, and Spain. Nothing thus far has
been allocated to compensate promotional campaigns to gain con-
sumer trust or for the storage or destruction of poultry meat as report-
edly asked for by Belgium and Hungary. On July 12, 2006 the EC
amended a few details in Regulation 1010/2006, and are expected to
be published on the Official Journal of the EC within two weeks.
Note: * On July 10, 2006 €1 = $1.2736; ** On July 25, 2006 €1 = $1.2576
Source: USDA FAS/Official Journals of the EC/USDA AMS
EU Poultry Update

Broiler production in 2005 increased more than previously estimated,
is projected to decrease 4% in 2006 when compared with 2005, and is
forecast to partially recover in 2007 but not quite to pre-Avian Influenza
(Al) levels. Reductions in broiler production in Greece and Italy were in
response to bird flu in Romania and Turkey. The largest reductions
were feltin France, Italy, and Spain, due to Al and consumption depres-
sion, while the Northern Member States recorded only marginal reduc-

tions. Other Member States (MS) such as the Netherlands, Germany,
and Denmark suffered production cuts as a result of severely de-
pressed prices and market volatility. Whereas, turkey production dropped
slightly below previous estimates in 2005, due to reduced domestic
consumption, especially in Germany and the United Kingdom. Turkey
production is projected to drop 5% in 2006, mostly in France as itis the
largest producer, and continue declining in 2007.

Exports of chicken meat finished 2005 steady, however are 22% lower
in the first quarter of 2006 in comparison to 2005 levels, due to de-
creased demand worldwide, a glut of cheap chicken (Brazil and US),
and bans on France. Broiler exports could partially recover in 2006 it
the bans are lifted and worldwide consumption phobias ease. Fore-
casts for 2007 chicken meat exports are predicting the EU-25 to par-
tially recover as long as Al continues to fade, however the EU-25 will
face increased competition from Brazil, Thailand, and the US. At the
same time, turkey meat exports are projected to drop 20% in 2006, due
to bird flu in France, and be unable to recover lost markets in 2007.

Chicken meat imports in 2005 were more than estimated, especially
imports of cooked meat from Thailand in the second half of the year.
Forecasts for 2006 imports predict an increase of a little more than
15%, despite the impacts of Al. Estimates for 2007 indicate broiler
imports will rise, due to the WTO ruling, the decrease in tariffs, and the
increased cooking capacity of Thailand. Whereas, turkey meat imports
are predicted to increase in 2006 and marginally so in 2007 as a result
of the WTO "salted poultry" outcome.

The rise in imports stems from a recent WTO ruling over the "salted
poultry" case between the EU-25, Brazil, and Thailand. Complaints
were filed by Brazil and Thailand May 30, 2005 after the EU issued
Regulation 1223/2002 in 2002 and Decision 2003/97/EC in 2003, which
were adopted to prevent Brazil and Thailand from continuing to export
salted poultry cuts to Europe under customs heading 0210 (15.4% at
valorem tariff) and instead force these imports under customs heading
0207 (€102.4/100 kg tariff). Under the "loophole", imports soared from
3,000 Metric Tons (MT) in 1996 to 400,000 MT in 2001. The WTO ruled
that the EU had "acted inconsistently with requirements of the GATT
1994" and forced the EU to let poultry exports from Brazil and Thailand
to resume again. Source: USDA FAS/WTO/USDA AMS
EU-25 Broiler Meat (1,000 MT CWE)

Production Imports Exports
Old  New Old New Old New
2005 7,625 7,736 485 522 740 755
2006 7,540 7,425 450 600 720 620
2007 0 7,530 0 645 0 685

EU-25 Turkey Meat (1,000 MT CWE)

Production Imports Exports
Old  New Old New Old New
2004 1,945 1,917 100 103 185 188
2005 1,865 1,810 80 110 170 150
2006 0 1,790 0 115 0 150

Note: Old USDA Official Estimates & New Posted Estimates; CWE =
Carcass Weight Equivalent Source: USDA FAS
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Inspected Egq Products-U.S. & Canada Export/Import Trade

U.S. Exports to Canada, in Pounds (000) (Preliminary)

Week Ending July 22, 2006 Year-To-Date

TYPE 2006 2005 1/ 2006 2/ 2005
Liquid 156 387 5,804 10,153
Frozen 0 21 172 42
Dried 18 70 325 393
Total 174 478 6,301 10,588

U.S. Imports From Canada, in Pounds (000) (Preliminary)

Week Ending July 22, 2006 Year-To-Date

TYPE 2006 2005 1/ 2006 2/ 2005
Liquid 128 77 1,820 4,270
Frozen 5 40 714 464
Dried 0 0 66 346
Total 133 117 2,600 5,080

Inspected Shell Eqgs

U.S Exports To Canada, In 30-Dozen Cases (Preliminary)

Week Ending July 22, 2006 Year-To-Date

TYPE 2006 2005 1/ 2006 2/ 2005
Jumbo 0 0 150 100
Extra Large 1,200 4,100 46,731 136,802
Large 5,490 5,810 93,361 253,146
Medium 1,980 2,580 50,262 70,610
Ungraded 2,880 0 79,004 61,984
Misc 150 0 5,267 7,753
Total 11,700 12,490 274,775 530,395

1/ Comparable Week, to-date figures may not total due to rounding.

2/ Includes revisions to previous week(s).

Data Source: Agriculture and Agri-Food Canada, AISD, AID, Poultry Section
Source: USDA/AMS Poultry Programs, Market News Branch.

U.S./Canadian Live Poultry Slaughtered Under Inspection

W/E 22-Jul-06 (PRELIMINARY)

U.S. Fowl Slaughtered Domestically

Light Heavy Total
Hens Hens Hens

---------------- Thousands-----------=----------
Head 1,083 1,460 2,543
Last Week 1,180 1,554 2,734
Same week yr ago 1,442 1,558 3,000
To-date/2006 32,887 42,502 75,389
To-date/2005 44,579 40,270 84,849

U.S. Fowl Slaughtered in Canada

Light Heavy Total
Hens Hens Hens

----------------- Thousands----------------------
Head 97 0 97
Last Week 57 4 61
Same week yr ago 308 0 308
To-date/2006 5,321 23 5,344
To-date/2005 7,924 33 7,957

Data Source: Agriculture and Agri-Food Canada, AISD, AID, Poultry Section

Total U.S. Fowl slaughtered in the U.S. and Canada

Light Heavy Total
Hens Hens Hens
----------------- Thousands----------------------
Head 1,180 1,460 2,640
Last Week 1,237 1,558 2,795
Same week yr ago 1,750 1,558 3,308
To-date/2006 38,208 42,525 80,733
To-date/2005 52,503 40,303 92,806

Source: USDA/AMS Poultry Programs, Market News Branch

CENTRAL REGION MECHANICALLY SEPARATED CHICKEN

F.O.B. SHIPPER DOCK OR EQUIVALENT, PRICES NEGOTIATED
FOR MECHANICALLY SEPARATED CHICKEN IN THE CENTRAL
REGION IN TRUCKLOT AND LESS THAN TRUCKLOT VOLUMES,
CENTS PER POUND, DELIVERY WITHIN TWO WEEKS.

July 28, 2006

CHICKEN WITH SKIN ADDED

----PRICES --- - VOLUME -----
FAT
CONTENT FROZEN FRESH TOTAL EXPORT
15% OR LESS
RANGE 13.00-19.00 16.00 182,000
WTD AVERAGE 16.00 16.00
15-20%
RANGE 13.00-20.00 12.00-16.25 1,338,800 447,600
WTD AVERAGE 16.90 14.18
15-20%
RANGE - - -
WTD AVERAGE

* INCLUDES THE STATES of AL, AR, IA, IL, IN, KS, KY, LA, MI, MN,MO,

MS, ND, NE, OK, OH, SD, TN, TX, WI

EASTERN REGION MECHANICALLY SEPARATED CHICKEN

F.O.B. SHIPPER DOCK OR EQUIVALENT, PRICES NEGOTIATED
FOR MECHANICALLY SEPARATED CHICKEN IN THE EASTERN
REGION IN TRUCKLOT AND LESS THAN TRUCKLOT VOLUMES,
CENTS PER POUND, DELIVERY WITHIN TWO WEEKS.

July 28, 2006

CHICKEN WITH SKIN ADDED

---PRICES ---- - VOLUME -----
FAT
CONTENT FROZEN FRESH TOTAL EXPORT
15% OR LESS
RANGE 16.50 15.00-17.00 546,000 266,000
WTD AVERAGE 16.50 16.14
15-20%
RANGE 15.00-20.00 13.00-16.00 1,664,000 1,144,000
WTD AVERAGE 16.68 14.85
20% OR MORE
RANGE - 14.00 80,000
WTD AVERAGE 14.00

* INCLUDES THE STATES of CT, DE, FL, GA, MA, MD, ME, NC, NH,
NJ, NY, PA, RI, SC, VA, VT, WV
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NATIONAL YOUNG TURKEY PARTS AND BULK MEAT, INCLUDING BULK MEAT and FROZEN (UNLESS SPECIFIED), CENTS PER LB.,

DELIVERED FIRST RECEIVERS, PART AND FULL TRUCKLOTS AS OF 28 JULY 2006.

The market tone on parts and meats steady to firm except for hen two-joint wings, tom drums, and necks steady to barely steady. Demand
remains mixed from light to good with white meat finding the most interest. Export interest continues to be fair. Offerings short to barely
adequate and held with confidence. Trading was slow to moderate. Domestic; Fresh scapula 125 cents. Export; Fresh tom drums 30-31 cents
delivered, fresh mechanically separated turkey 23 cents delivered, fresh thigh meat 75-76 cents delivered, Russian frozen thigh meat 100

cents delivered, ground thigh trim 41 cents delivered, and frozen hen thigh meat 72 cents delivered.

EXPORT TRADING

FRIDAY, JULY 28, 2006
DRUMSTICKS, TOMS

WINGS FULL-CUT - TOMS
WINGS, V-TYPE, TOM

TAILS

MECHANICALLY SEPARATED 2/
THIGH MEAT - FROZEN

EXPORT TRADING

THURSDAY, JULY 27, 2006
DRUMSTICKS, TOMS

WINGS FULL-CUT - TOMS
WINGS, V-TYPE, TOM

TAILS

MECHANICALLY SEPARATED 2/
THIGH MEAT - FROZEN

EXPORT TRADING
WEDNESDAY, JULY 26, 2006
DRUMSTICKS, TOMS

WINGS FULL-CUT - TOMS
WINGS, V-TYPE, TOM

TAILS

MECHANICALLY SEPARATED 2/
THIGH MEAT - FROZEN

EXPORT TRADING

TUESDAY, JULY 25, 2006
DRUMSTICKS, TOMS

WINGS FULL-CUT - TOMS
WINGS, V-TYPE, TOM

TAILS

MECHANICALLY SEPARATED 2/
THIGH MEAT - FROZEN

EXPORT TRADING

MONDAY, JULY 24, 2006
DRUMSTICKS, TOMS

WINGS FULL-CUT - TOMS
WINGS, V-TYPE, TOM

TAILS

MECHANICALLY SEPARATED 2/
THIGH MEAT - FROZEN

PRICE
RANGE
30.00

44.50-47.00
24.00-28.50

75.00-80.00

PRICE
RANGE
30.50-31.50
34.00

38.50

18.50
73.00

PRICE
RANGE

35.00

73.00

PRICE
RANGE
32.00

73.00-76.00

PRICE
RANGE
27.75-32.00

L.S.T.
CODE 1/

R

LST.
CODE 1/

L.S.T.
CODE 1/
T

F
F

LST.
CODE 1/

R
E
E

L.S.T.
CODE 1/
R
E
F

F

WTD AVG
PRICE
30.00
34.00
46.17
28.12
18.50
77.50

WTD AVG
PRICE
30.90
34.00
38.50
34.00
18.50
73.00

WTD AVG
PRICE
32.00
35.00
43.33
34.00

73.00

WTD AVG
PRICE
32.00
31.00
43.33
34.00

74.50

WTD AVG
PRICE
29.92
31.00
43.33
34.00

77.00

VOLUME
(000)
40

54

324

118

108

80

VOLUME

(000)
134
54

54
160
108
40

VOLUME
(000)
216
40
156
160

40

VOLUME
(000)
216
40
156
160

160

VOLUME
(000)
324
40
156
160

40

WEEKLY
WTD AVG
PRICE
30.74
34.43
45.07
28.12
18.50
74.88

WEEKLY
VOLUME
(000)
714
94
378
118
108
320

1/ CODES FOR LAST SIGNIFICANT TRADE (L.S.T.): M=MONDAY T=TUESDAY W=WEDNESDAY R=THURSDAY F=FRIDAY
2/ Product contains 15-20% fat with skin added.
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