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	GLOBAL FAIRTRADE COFFEE MARKET

	CHANGE IN SALES VOLUME BY COUNTRY

	2002 ─ 2006

	

	
	
	
	
	
	

	Countries
	2001/02
	2002/03
	2003/04
	2004/05
	2005/06

	United States
	46.8%
	92.8%
	84.0%
	70.9%
	109.7%

	United Kingdom
	25.7%
	18.1%
	44.7%
	34.2%
	39.2%

	France
	45.9%
	70.1%
	18.1%
	91.9%
	15.6%

	Germany
	-6.0%
	-3.7%
	5.2%
	10.0%
	19.2%

	Netherlands
	1.1%
	-1.4%
	-3.7%
	-4.1%
	-0.5%

	Canada
	53.4%
	56.2%
	24.4%
	69.6%
	61.9%

	Switzerland
	-4.6%
	21.5%
	-3.4%
	1.7%
	3.2%

	Belgium
	8.6%
	27.4%
	7.5%
	5.4%
	14.8%

	Sweden
	13.8%
	1.7%
	27.6%
	38.7%
	83.3%

	Austria
	22.8%
	13.2%
	12.1%
	10.0%
	30.8%

	Denmark
	-8.0%
	-17.1%
	1.3%
	9.1%
	22.2%

	Norway
	29.6%
	33.2%
	18.4%
	16.4%
	13.6%

	Ireland
	-3.2%
	66.7%
	26.0%
	31.0%
	84.2%

	Australia/NZ
	--
	--
	--
	--
	202.0%

	Finland
	12.4%
	3.7%
	6.2%
	14.2%
	105.8%

	Italy
	-46.4%
	-5.3%
	-2.2%
	8.0%
	7.0%

	Spain
	--
	--
	--
	--
	1384.6%

	Japan
	42.9%
	120.0%
	150.0%
	136.4%
	13.1%

	Luxemburg
	-11.7%
	0.0%
	2.9%
	25.7%
	3.4%

	TOTAL
	9.2%
	23.3%
	25.5%
	40.3%
	53.2%

	
	
	
	
	
	

	Source:  Beverage Marketing Corporation


The retail sales price of coffee tends to mirror that of changes in the international price of coffee, although on a somewhat lagged basis, with roasters hesitant to change prices too hastily and too frequently.  

· Prices of coffee have been trending higher the past five years after skidding to historically low levels earlier this decade when prices fell well below the cost of production for most farmers.  
· Global production is dominated by Brazil, then Vietnam, and to a lesser extent Colombia.  Combined these three producers account for nearly 60% of total world supply and so weather problems in any of these countries, particularly Brazil, could have a pronounced impact on prices.  
· About once every 10 years or so, Brazilian coffee production has been drastically reduced due to a frost or a drought.  The risk of frost damage has been somewhat lessened due to the migration of the major coffee areas further north away from the traditional cold spots.  

· However, these new areas are more prone to drought and coffee traders can be rattled by this at times, with prices become very sensitive to any delays in the onset of the rainy season and possible harm to the crop resulting from this.  
· The most noted examples of weather induced bull markets in coffee was in 1975 as a result of frost in Brazil, 1985 due to Brazilian drought and then in 1994 frost again in Brazil.  

· Prices percolated in 1997 to all time highs as the supply shortfall brought on my by the 1994 frost became acute.  Arabica futures prices shot up to more than $3.00 per pound, but robusta prices languished as Vietnam emerged as a dominant producer and had record output.  
· The sky high prices encouraged a rapid expansion in planted area and good husbandry which then in turn caused massive oversupply several seasons later and prices tanked accordingly.  From an average per unit selling price fell of $3.77 in 1998 prices fell to $2.92 by 2002.  It remained unchanged in the following year.  
· Since then, the market has been able to recover with average prices rising each year since they hit rock bottom earlier in the decade.  In 2004, the average per unit selling price rose to $2.85 and with the increase in the futures prices guiding retail prices, there was a further 14% increase in retail prices in 2005 to $3.26 and then climbed further to $3.30 in 2006 and hit a high of $3.41 in 2007.  The gain in green coffee prices has been passed on to consumers.  

[image: image2.emf]BRAZIL PRODUCES ONE-THIRD OF ALL COFFEE 

Share of global coffee production by country, 2006
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Source:  Beverage Marketing Corporation; FAO; FAS/USDA
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