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Banana: the European market in 2006

The worst may have been avoided

t is true that the average

quay price was well down
on that of the exceptional
performance in summer
2005, losing about 20% in
France and 18% in Germany.
However, it was higher than
the 2002-2003-2004 average
by 10% in France and 8% in
Germany.

2006 was to have
been a year fraught
with danger. The
change in the
external part of
common market
organisation of
bananas and the end
of the quota system
for dollar origins on
1 January 2006 could
have resulted in a
huge influx of fruits
likely to send quay
prices and economic
returns for sector
stakeholders to the
bottom of a deep,
dark pit. FruiTrop
draws up a
preliminary balance
while awaiting the
publication of the
final supply figures.

An average quay
price that seems
to hide a marked
drop in
profitability

But should it be
concluded that it was a
satisfactory year for
the various sector
stakeholders? This
question cannot be
answered without
accurate analysis as
the cost price of

bananas has
increased  distinctly,
even for sources

where the weak dollar
has had a positive
effect. Sea freight and
the various means of
transport were hit by
higher fuel costs and,
above all, the customs
tariff was increased
from EUR 75 to 176
per tonne. In addition,
the price of bananas
was very high,
especially in Latin
America at the
beginning of the year.
Another reason for
dissatisfaction was
that sales volumes

decreased strongly for certain
sources, and especially for
EU production. Thus trade
operators' accounts seemed
to have been more a subject
for gloom than might be
concluded from the
comparatively good

performance of quay prices,
especially as some operators
lost their 'quota rent'.

Contained increase
in supply

It is still too early for a final
report on supplies to the EU
market. A detailed review will
be published shortly in
FruiTrop. However, the
customs statistics currently
available—covering January
to November—and the data
collected by our market news
service reveal several major
trends. It seems that the
volumes landed increased
very substantially but did not
rocket, as was feared by
many operators. It is
estimated that overall
supplies were some 6%
greater than the three-year
average, that is to say about
250 000 to 300 000 t, this
being the equivalent of half
the annual consumption in a
country like France.

Dollar bananas showed the
strongest increase. Arrivals
were up by about 10% in
comparison with 2005 and
7% in comparison with the
2003-2005 average. These
figures lead to asking a few
questions about the fairness
of the new moan about the
system to the WTO by
Ecuador. Growth was
particularly noticeable from
the spring onwards after a
latency period at the
beginning of the year. This
absence of movement from
January to April is possibly
explained by a degree of
caution among importers with
regard to the new system but
above all by a probably
marked decrease in overall
supplies from Latin American
countries during this period.

Productivity was limited by
cold weather in Ecuador and
production in Honduras and
Guatemala suffered from the
effects of the hurricanes in
autumn 2005. Perhaps
overall supplies of dollar
bananas to the EU might
have been larger had
weather conditions been less
severe.

This increase was partially
compensated by another
strong deficit in EU
production. Shipments from
the Canary lIslands totalled
some 318 000 t. This was
more than in 2005 but still
slightly down on the three-
year average. Likewise,
shipments from the French
West Indies will have totalled
some 268 000 t; this is
40 000 t down on the three-
year average.

The trend in the volumes
from ACP origins remains an
unknown factor. The customs
figures indicating strong
progress resulting from a
huge increase in shipments
from Coéte d'lvoire in
November should be treated
with caution. It matches
neither operators’
observations nor the other
information available. These
other sources lead to
considering that arrivals from
Cote d'lvoire were similar to
those of 2005. In this context,
the volumes of bananas from
African ACP sources may
have been slightly above the
three-year average, with the
slight deficit from Cameroon
more than compensated by
the arrival of Ghana in March
(shipments totalling some
20 000 t). Nevertheless,
overall ACP increase should
be more substantial because
of the fairly large volumes
shipped by the other
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countries of the group. The quantities
shipped from Surinam continued to
increase while production returned to
more normal levels in some
Caribbean islands such as Jamaica,
St Lucia and others after a strong
deficit in 2005. The increase was
also closely linked to British
distributors' segmentation policy, with
the development of loose or
packaged organic and fair trade
ranges by a fair number of chains.
This has boosted imports from the
Dominican Republic and the
Windward Islands.

Spot arrivals upsetting
the market

It is well known that small causes can
have big effects. Thus, the spot
shipments that arrived mainly during
the fist half of the year seriously
affected the structure of the market,
even if only fairly limited quantities
were involved.

The case of Guatemalan fruits is
particularly revealing and in the
minds of all operators. This produce
was unable to find a position on the
northern European markets that
operate on a contract basis to a
considerable extent, especially as it
did not meet the EurepGap
certification conditions set by
German distributors since the
beginning of January. These fruits
thus soon became a low price
reference used by all European
distributors as leverage to gain price
concessions from traditional
operators.

generally higher than those in the
other EU countries as a result of
strong concentration of the import
sector but were often a low reference

in 2006 after the arrival of spot
shipments.
The epilogue to this attempt at

gaining a foothold was the halting of
operations in the EU by the operator
concerned after colossal financial
losses. This shows the market's
capacity for resistance.

A pretty bleak market context

The pricing of banana's main
competitor fruits was fairly
aggressive. The apple market was
difficult in the first half of the year.
Similarly, competition from citrus was
also strong with a difficult end to the
year for orange and very laborious
start to the 2006-2007 easy peeler
season.

But fairly favourable
weather conditions

Often over or under the limit, the
weather in 2006 seems to have had
a structuring effect. A cool early
spring slowed the arrival of red fruits.
Then, unusually warm spring,
autumn and winter temperatures
seem to have stimulated
consumption, especially in the
countries in the northern EU. In
contrast, the July heat wave sent
banana sales plunging to rarely
visited depths. The relation between
banana consumption and the

The impact was just as severe on the | weather would deserve a close
ltalian market. Prices there are | study.
Banana - France - Average price at import stage
1995-2005 average 0.78
0.71 0.61 euro/kg

o 065 Py

3 0.55 '

5

L

g

0.53

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Source : Cirad

No. 142 February 2007

Stahle distributors' margin
and an increased share

of the French market

for West Indian fruits

French distributors have often been
considered as bad guys in banana
promotion. However, a degree of
restraint with regard to margins was
observed last year. They were still
generous but not greater than in
2005 when high green prices had
encouraged moderation among
distributors. In contrast, promotion
operations were comparatively few
and far between. A marked change
was observed in special offer policy
from mid-September onwards.
Periods of flat calm were punctuated
by intense promotion activity every
three or four weeks.

The distinct increase in the West
Indian market share from November
onwards was also a feature of 2006
in France. According to the SNM

(Service des Nouvelles des
Marchés), the proportion of French
production increased to 37% in

November and to 42% in December.
This is the best performance of the
origin since 2003. The efforts made
in promotion seem to have had
positive results.

European distributors have
very different price policies

Spanish distributors continued to use
a ladle when it came to margins. The
difference between the price of
Canary Island bananas at the retail
stage and that of the super extra
category at the quay stage increased
for the fourth year running. It
increased by more than 50% from
2002 to 2006!

The evolution of the situation in the
United Kingdom was more
unexpected. The average annual
retail price remained at the 2005
level in spite of the strong decrease
in quay prices. Closer analysis
clearly shows that prices were at
rock-bottom for the first half of the
year and then recovered to the high
level observed at the end of 2005.
Are the lowest possible prices no
longer sought on the other side of the
Channel? The efforts made in
segmentation, mentioned above, with
no less than seven banana



FRuAROP

THE LATEST ON...

references in some stores, has
perhaps resulted in an increase in
prices right across the board. This is
another line of thought that would be
interesting to pursue.

Two keywords: 'promotion’
and 'segmentation’

The 2006 banana year—feared by

certain capacity for resistance to spot
supplies.

However, observers should continue
to be alert. The average quay price
does not mean economic profitability
for the various sector stakeholders
since the components of cost price
have changed. In addition, it should
be mentioned that the measured
increase in supply on the EU market
is linked to a considerable extent to

aimed at promoting consumption are
thus still a priority. The tendency for
volumes to increase is unavoidable
as Europe is the most attractive
market in the world. In parallel,
efforts on segmentation should be
continued. The UK market with no
less than seven references available
to consumers is exemplary in this.
The differentiation is probably a
condition for the survival of
ecologically or ethically responsible

all—finally produced a few features | conjunctural factors such as | production with a higher cost price B

to record on the assets side of the | production losses in Latin America

balance. Supply did not explode and | and the Canary Islands and Eric Imbert, Cirad
quay prices remained at a moderate | productivity restrained by cold eric.imbert@cirad.fr
level. The market also showed a | weather in Ecuador. Operations
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Cote d'lvoire
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Belize 67 228
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Ghana 819
St Vincent 19197
Dominica 9739

§Source: Eurostat / Note: MFN, Most Favoured Nation - September 2006: partial data / 2003 & 2004 for NMS: Customs code HS4: 0803 - Bananas,
[including plantains, fresh or dried /2003 & 2004 for EU-15: Customs code 08030019 / 2005 & 2006 for EU-25: Customs code 08030019
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