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Report Highlights:
TH5047 – The government agricultural restructuring program will likely increase MY2015/16 sugar
production to 11.4 million metric tons, and sugar exports to around 9 million metric tons. Farmers are
likely to seek more financial supports from the state-run Cane and Sugar Fund due to current sugar price
slide.

Executive Summary:
Sugarcane production is expected to trend upward with production of 107 million metric tons in
MY2015/16 due to government incentives under the 5-year Agricultural Restructuring Program
(MY2015/16 – MY2019/20). Consequently, MY2015/16 sugar production is forecast to increase to
11.4 million metric tons, up 4 percent from MY2014/15. However, domestic sugar prices will trend
downward due to large inventories and depressed world sugar prices. Farmers will likely seek more
financial supports in MY2014/15 and MY2015/16. This will challenge the government’s plan to reform
the cane and sugar support programs.
MY2015/16 sugar exports are expected to increase to around 9 million metric tons, up 10 percent from
MY2014/15, particularly to ASEAN countries which will have lower tariff rates under the free trade
agreement taking effect in MY2015/16.

Commodities:
Sugar Cane for Centrifugal
Sugar, Centrifugal
Author Defined:
1. Production
MY2015/16 sugar production is forecast to increase to 11.4 million metric tons, up 4 percent from
MY2014/15 due to sugarcane acreage expansion (Table 1 and 2). Planted areas of sugarcane are
expected to increase by 0.2 million rai (32,000 hectares) because of the government incentives under the
5-year Agricultural Restructuring Program (MY2015/16 – MY2019/20) to move area from rice to other
crops. Sugarcane production trends upward with anticipated production of around 107 million metric
tons in MY2015/16, up 3 to 4 percent from MY2014/15. Also, sugar extraction rate is expected to
increase to 107 kilogram per ton of cane (Table 3) in anticipation of normal precipitation in 2015 (based
on the Thai Meteorological Department’s forecast).
MY2014/15 sugar production is likely to decline to around 11 million metric tons, down 3 percent from
MY2013/14 due to reduction in sugar extraction rate to 106 kilogram per ton of cane, compared to
109.3 kilogram in MY2013/14. This is a result of dry condition which prevailed in 2014. Also, despite
an acreage expansion, MY2014/15 sugarcane production will likely decline to 104 million metric tons,
down slightly from MY2013/14 due to unfavorable weather conditions. The Thai Meteorological
Department reported that precipitation in 2014 was 5 percent below normal and 15 percent lower than
the previous year’s levels. According to the crushing report by the Office of Cane and Sugar Board
(OCSB), as of April 6, 2015 around 103 million metric tons of cane has been crushed with an average
extraction rate of around 106 kilogram per ton of cane.
The production of sugarcane used for ethanol production is revised up to around 0.9 million metric tons
in MY2014/15 due to higher gasohol consumption driven by the government subsidies. The sole Thai

sugarcane-based ethanol plant will likely operate at full capacity using approximately 0.9 million metric
tons of cane in MY2014/15. According to the Ministry of Energy’s Department of Alternative Energy
Development and Efficiency, the sugar-based ethanol plant used 882,047 metric tons of sugarcane to
produce approximately 66 million liters of ethanol, which accounts for around 6 percent of total ethanol
production in MY2013/14. Meanwhile, 66 percent of ethanol production is molasses-based ethanol.
The remainder is cassava-based ethanol.
2. Consumption
MY2015/16 sugar consumption is forecast to increase to 2.6 million metric tons, up 4 percent from
MY2014/15 in anticipation of growing household and industrial uses driven by an economic recovery in
2016.
Due to slow economic growth, MY2014/15 sugar consumption is revised down to 2.5 million metric
tons, which is only slightly larger than MY2013/14. The government revised down the GDP growth to
0.7 percent for 2014 (Figure 1). Also, signs of economic recovery in the first half of 2015 remain
uncertain despite the government forecast of 3.5 to 4.5 percent growth. According to the OCBD, sugar
consumption in the first two months of 2015 declined around 2 percent from the same period last year
due to slower household and industrial consumption.

MY2013/14 sugar consumption declined to 2.495 million metric tons, down around 1 percent from
MY2012/13 due mainly to a reduction in household consumption. Sugar consumption by household,
which accounts for around 60 percent of total sugar consumption, declined around 4 percent. However,
sugar per capita consumption in Thailand is still high at around 30 kilogram. Meanwhile, industrial
sugar consumption which accounts for around 40 percent of total sugar consumption increased
approximately 7 percent due to growing demand from the export-oriented processed food industry
(Table 9).
3. Trade

MY2015/16 sugar exports are forecast to increase to 8.8 million metric tons, up 10 percent from
MY2014/15 due to the advantage of Thai sugar in Asian market under the ASEAN Economic
Community (AEC) Free Trade Agreement which will take effect on December 31, 2015 (postponed
from January 1, 2015). The tariff rate on sugar will be reduced to 0-10 percent (compared to 5-40
percent) under the AEC. Sugar imports will be duty free in most ASEAN countries (including
Thailand), except for the Philippines (5%), Indonesia (5-10%) and Myanmar (0-5%).
The estimate of MY2014/15 sugar exports is revised down to 8 million metric tons in anticipation of
intense competition from Brazilian sugar on the world market. World sugar prices declined
significantly to around US$12-13 cent/lb in March 2015, compared to US$15-16 cent/lb in January
2015. However, MY2014/15 Thai sugar exports are still up 11 percent from MY2013/14 due to the
advantage of freight costs which are reportedly 50 percent cheaper for the shipments to Asian market.
According to the Office of Cane and Sugar Board, sugar exports during the first three months of
MY2014/15 increased 27 percent from the same period of the previous year. This reflected the increase
in raw sugar exports to Asian countries, particularly for China and Indonesia.
Thailand is expected to fill its allotted quota of 14,743 metric tons (raw value) from the United States in
MY2014/15 as the export prices under the tariff quota are likely to be well above the world market
prices.
Sugar imports in MY2014/15 will be marginal due to large domestic supplies and high border
protection. Thailand subjects imported sugar to a 65-percent tariff rate and a quota of 13,760 metric
tons, which is likely to deter imports. The out-off-quota tariff is 94 percent. Effective on December 31,
2015, all sugar imports from ASEAN countries will be duty free under AEC.
MY2013/14 sugar exports totaled 7.2 million metric tons (Table 4) which increased approximately 8
percent from MY2012/13 due to bumper sugarcane production. Exports of raw sugar increased to 4.1
million metric tons, up around 10 percent from the previous year, particularly for China, Malaysia and
Taiwan. Also, exports of refined sugar continued to increase to 3.1 million metric ton, up 4 percent
from the previous year, particularly to China, Malaysia, and Myanmar.
4. Stocks
MY2014/15 and MY2015/16 sugar stocks are forecast to increase to around 5.7 million metric tons due
to production outstripping demand. Sugar mills are facing problem on warehouse space in their
facilities due to the delay in the shipments by traders who are sourcing relatively cheaper Brazilian
sugar. Sources reported that traders are subject to $5/MT fine per month for the delay.
5. Policy
The government set the MY2014/15 price support for sugarcane at 900 baht per metric ton (roughly
$28/MT), unchanged from MY2013/14. However, it has not finalized farmers’ request for additional
direct payment of around 160 baht per metric ton due to concerns over the debt burden on the state-run
Cane and Sugar Fund (CSF) with the Bank for Agriculture and Agricultural Cooperatives (BAAC). Just
with lower prices, sources expect that CSF will have to seek additional loans of around 13 billion baht
($400 million) from the BAAC for MY2014/15 price support program. Even more money would need
to be borrowed if producer payments increased.

The government still maintains its sugar price control policy which sets the price at 19 baht/kg ($27
cent/lb) for refined sugar, ex-factory wholesale (excluding 7 percent Value Added Tax VAT)). This has
been in place since May 2008. Retail prices of sugar (including VAT) also remain at 21.85 baht/kg
($30 cent/lb) for white sugar, and 22.85 baht/kg ($32 cent/lb) for refined sugar. The government
collects 5 baht/kg ($7 cent/kg) and VAT from the domestic sugar sales to repay the BAAC for the cost
incurred by the CSF to finance the sugar price support and direct payment programs to farmer.
The current world sugar price slide will likely delay the government’s plan to liberalize cane and sugar
support programs as farmers still need the price support. Also, the government’s 5-year Agricultural
Restructuring Program (MY2015/16 - MY2019/20) with a proposed budget of 20 billion baht ($615
million) to reduce rice planted areas and increase sugarcane area will put more debt burden on CSF as
planted areas of sugarcane will increase by 0.7 million rai ((112,000 hectares) from MY2015/16 to
MY2017/18. Based on current world sugar prices of around 12-13 cent/lb, the farmer support price for
MY2015/16 is estimated at around 700 baht per metric tons (roughly $22/MT) which will be around 20
percent below current domestic price support levels (900 baht/MT ($28/MT)). Farmers are likely to
seek additional financial supports from the government to cover their production costs.
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