Fuel Ethanol Production in 2009
· World fuel-ethanol production volume reached 73 billion liters in 2009, jumped from 46 billion liters in 2006.
· US is the largest ethanol producer, using corn as a main feedstock to produced 55% of total volume, followed by Brazil produced 34% by using sugarcane.

· EU produces ethanol by using wheat, corn, and sugar beet.

· And Asians use sugarcane molasses and corn to produce ethanol

Ethanol Usage: World VS East & SE Asia
· Ethanol is mainly used for fuel in the world however, main usage for ethanol in East and South East Asia are for Industrial and beverage use
Estimated Trade Flow: 2007 (1,000 cbm)
· Brazil is the biggest ethanol exporter in the world, exported 3.5 million cubic meter, mainly to Europe and US 

· Most of the export volumes to US are fuel-grade hydrous ethanol, through dehydration process in Caribbean countries to avoid import tax.
· EU imported around one million cubic meter, mainly fuel-grade anhydrous ethanol called EN specs from Brazil and beverage grade called Extra Neutral Alcohol from Pakistan.

· Japan and Korea imported 680,000cbm for industrial and beverage use, mostly from Brazil.
Estimated Trade Flow: 2008 (1,000 cbm)
· Sharp rise in commodities prices including crude oil, corn, and wheat increased a demand for fuel-grade ethanol.
· Surging corn prices in US and wheat prices in Europe made less profitable for US and European ethanol producers.
· Europeans and Americans were incentive to import cheaper sugarcane based ethanol from Brazil
· US and EU import volume jumped 90% and 60% respectively
· Brazil’s export volume reached 5.2 million cbm, the highest in the history.

Other commodities to watch

· Movement of Brazilian Real, sugar prices, and crude oil prices are the key commodities when you analyze ethanol trading flow.
Estimated Trade Flow: 2009 (1,000 cbm)
· Due to sugarcane crop failure in India and long rain in Center-South of Brazil give a sharp increase in sugar prices, and Brazilian sugarcane-based ethanol prices surged.
· Moreover, a slump in crude oil prices give an incentive for drivers to use more fossil gasoline than ethanol blended gasohol.
· US ethanol import volume reduced around 70% to 700,000cbm and EU import decreased 25% to 1.2 million cbm.

· Philippines started 5% bio-ethanol mandatory blending from February 2009. 
· To meet the blending requirement, Philippines imported most of the quantity from Brazil.

·  India imported 400,000cbm of hydrous ethanol for industrial use, because of the sugarcane cropping falure
· Japan imported 16,000cbm of fuel-grade ethanol and rest of the quantities are for industrial and beverage use.
Ethanol Trade Flow in E&SE Asia 2007 (1,000cbm)
· China is the biggest exporter of ethanol in East and South East Asia exported 130,000cbm mainly to Japan and Korea for industrial and beverage use
· Over 95% of ethanol traded is for industrial and beverage use and 60% of the total quantity imported to East and South East Asia are from Brazil.
· There were only a little quantity of fuel-ethanol traded in Iso-tank containers ex China and Thailand
Ethanol Trade Flow in East &SE Asia 2008 (1,000cbm)
· Thailand export volume almost doubled to 110,000cbm, mostly fuel-grade, helped by surged crude oil price in the first half of 2008. Main destinations are Europe, Middle East, and Singapore.
Ethanol Trade Flow in East & SE Asia 2009 (1,000cbm)
· Thai export reduced about 70% to 32,000cbm, almost no fuel-grade was exported.
· Philippines imported around 100,000cbm of fuel-grade and 15,000cbm of industrial and beverage grade.
Thai FOB Prices VS CFR East Asia and FOB Brazil
· This is a time-series chart of FOB Thailand, CFR East Asia, and FOB Brazil pricing from January 2008 to December 2009.

· Freight from Thailand to Japan is around $40/mt while the freight from Brazil to Japan is around $80/mt

· Since most of the quantity comes from Brazil, FOB Brazil price and CFR East Asia price have been highly correlated.

· However, at the beginning of 2008, due to tighter than expected stocks and appreciation of Brazilian Real, Thai ethanol offer became more competitive.

· However, increase in domestic ethanol consumption and increase in feedstock molasses price, there is no fuel ethanol available to export from May 2008 to December 2009.

Fuel ethanol production VS consumption in Thailand

· Thailand faced oversupply situation until the first quarter of 2008
· Domestic fuel-ethanol demand started to pick up slowly from the beginning of 2007.
Thai estimated production cost VS CFR East Asia Offers
· Thai molasses based fuel-ethanol price can be estimated by using molasses price multiplied by 5 + around $85 of operational cost.
· Molasses feedstock cost consist around 80% of total production cost.
· When the molasses prices are high enough compared to ethanol, producers are incentive to export molasses instead of producing ethanol.
Alternative feedstock in Thailand 

· However, Thailand has alternative material to produce ethanol beside molasses. 

· Thailand is the 3rd biggest tapioca producer produced 28.5 million tons in 2009, and the world largest ethanol exporter exported around 4.2 million tons in 2009.

· 7 new plants with additional capacity of 1.97 million liters per day will be completed by the end of 2010.
· When all the tapioca based plant start production at full capacity, Thailand will likely to export consistently
Estimated Ethanol Balance in Philippines
· In, 2006, Philippines decided to start 5% bio-ethanol blending mandate from February 2009, and increase the mandated percentage to 10% from 2011.
· Main purposes of the ethanol mandate are to reduce oil dependency, and to enhance rural areas income, by producing sugarcane based bio-ethanol domestically.

· However most of the ethanol plant projects are delayed, and therefore Philippines need to import ethanol from overseas.
· Philippines consumed 135,000cbm of fuel-ethanol last year and imported 100,000cbm.

· We expect Philippines will be short at least up to 2014, but the country will be long when all the projected plants are in line.
China 
· China has been the biggest producer and exporter of ethanol in East and South-East Asia with current fuel-ethanol production capacity of  around 2 million cbm per year.

· Main feedstock is corn

· Main purposes for Chinese government  to launch bio-ethanol program are to reduce crude oil import and air pollution, and to increase farmers’ income.
· Target production volume were set at 2.5 million cbm by 2010 and 12.5 million cbm by 2020.
· Even though China is the second largest corn producer in the world, corn consumption for feed is getting bigger and bigger and in 2009/10 season, domestic corn consumption exceeded the domestic production volume.
· So China is likely to be an ethanol importer in the future.
