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Sri Lanka Tea Production- January to February 2019
The available tea crop figures for the first two months of 2019 reveal that, country has produced 44,927 MT
of tea as against 45,726 MT in the same period of 2018. This reflects a marginal decline of 799 MT or
1.75% in the tea crop. The production of orthodox and CTC teas have declined in the first two months of
2019 while green tea production has increased by 88 MT or 2.45%. The tea crop figures of January February 2019 are appended below (MT).

The tea crop figures of some leading tea producing countries for the months of January 2019 are furnished
below (in million Kg).
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Sri Lanka Tea Exports - January to February 2019
January - February 2019 tea exports totalled 47.2 million kgs, thus showing a growth of 4.5 million kgs
vis-à-vis 42.7 million kgs of January-February 2018. All categories of exports i.e. Tea in bags, packets and
bulk form have shown a growth YOY. Total value too for the period January - February 2019 of Rs. 39.9
Billion shows a growth of Rs. 4.4 Billion as against Rs. 35.9 Billion of January-February 2018.
Consequently, the FOB value for the period January-February 2019 of Rs. 845.94 per kg has shown an
improvement of Rs. 15.54 compared to Rs. 830.40 of January-February 2018. The respective tea exports
data for the first two months of 2019 are appended below (MT).

TEA AGM 2019
The 20th AGM of the TEA is scheduled to be held on Friday, 4th
October 2019 at the Oak Room, Cinnamon Grand from 7.00 pm
onwards. Management requests all members’ participation at the
AGM.
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TEA Seminar – “Challenging Times for Ceylon Tea”
TEA seminar on the theme of “Challenging Times for Ceylon Tea” held on 14th March, at the auditorium of
Ceylon Chamber of Commerce. The event was attended by Members of Parliament, senior officials of
Ministry of Plantation Industries, Sri Lanka Tea Board, Export Development Board, Tea Research Institute,
Registrar of Pesticide, National Intellectual Property Office, Central Bank, Ministry of Foreign Affairs,
Department of Commerce and tea industry stakeholders representing growers, producers, manufacturers,
brokers and exporters. The presentations were delivered by senior trade members with over 30 years’
experience in the tea export sector. Many participants commended TEA for having this seminar.

Green tea KitKats made with matcha from Japan and
China finally headed to Europe
Swiss food giant Nestle has said that it will launch matcha-flavored KitKat chocolate bars across Europe
later this month.

The decision reflects solid demand from consumers in Europe for
the chocolate product with powdered green tea, which hit store
shelves in Japan in 2004.

Matcha KitKats are “inspired by one of the most popular of the
350-plus KitKat varieties that have been available in Japan over the
years,” Nestle said in a press release.

The product “is manufactured in Hamburg, Germany, using … real matcha green tea from Japan and
China,” it said.
A British tabloid, reported in its online edition, that the matcha-flavored chocolate bars will be “finally”
available in Britain “15 years after being created in Japan.”
(World Tea News)
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US Tea Facts-2018
In 2018, Americans consumed over 84 billion servings of tea, or more than 3.8 billion gallons. About 84%
of all tea consumed was black tea, 15% was green Tea, and the small remaining amount was oolong,
white and dark tea.
Year-on-year, imports are slightly lower and green tea has
increased its percentage of total imports vs. 2017. The U.S.
continues as the third largest importer of tea in the world after
Russia and Pakistan, and literally the only western country to
grow in both tea imports and consumption.
Approximately four in five consumers drink tea, with Millennials
being the most likely (87% of millennial drink tea). On any given
day, more than one half of the American population drinks tea.
On a regional basis, the South and Northeast have the greatest
concentration of tea drinkers. Approximately 75 - 80% of tea
consumed in America is iced.
The RTD tea category continues its solid growth and is expected to have experienced another 3 - 4%
growth. Category volume exceeded 1.8 billion gallons in 2018 (estimated). The canned/bottled RTD tea
segment comprised about 50% of total market share and is expected to experience a 3% – 5% CAGR
over the next five years.
The bagged/loose leaf tea segment through traditional channels continues to lag, showing a slight decline
over 2017. This segment continues to be important in introducing new consumers to tea. Foodservice,
refrigerated teas and high-end specialty teas continue to grow, albeit a lower rates, approximately 4 – 6%
per annum.
In 2018, total U.S. black and green tea imports were 263 million pounds. This represents a decline vs.
2017 of some 5.5%. Hot tea and specialty tea continue their growth. Green tea regained some of its
‘shine’, now representing 14.6% of imports.

The industry anticipates continuous growth, with an anticipated CAGR of 1-3%. This growth represents all
segments, driven by tea’s variety, convenience, health benefits, sustainability, availability, continued
innovation and the discovery of unique, flavorful and high-end specialty tea. Long term success relies on
the continued adoption of tea by new consumers who continually seek healthy food and beverage
choices.
(US Tea Association)

Russian Economy to slow down in 2019
The World Bank has said it expects Russia’s economy to grow by 1.5 percent this year instead of the
previously forecast 1.8 percent.
After two years of decline brought by Western sanctions and a collapse in global oil prices, Russia’s
economy returned to a growth rate of 1.5 percent in 2017. Economy Minister projects overall GDP growth
for Russia of 1.3 percent in 2019.
“In Russia, growth has been resilient, supported by private consumption and exports,” the World Bank
writes in a report published recently. “However, momentum has slowed, reflecting policy uncertainty, recent
oil price declines, and renewed pressures on currency and asset prices.”

The U.S.-based bank estimated growth of 1.6 percent in Russia in 2018, and projects 1.8 percent growth
in 2020 and 2021. Emerging market economies are expected to grow at 4.2 percent this year, with
advanced economies expected to grow at 2 percent, the World Bank said in the report.
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The growth of the global economy is expected to slow to 2.9 percent in 2019 compared with 3 percent in
2018, the World Bank said, citing elevated trade tensions and international trade moderation.

"The international rating agency Fitch expects growth to
slow to 1.5% in 2019 reflecting the impact of the VAT rate
increase on consumption and weaker investment
(especially given a higher base effect from 2018). It
expects growth to accelerate modestly to 1.9% in 2020,
below the expected 3.2% for the 'BBB' median, supported
by recovering private consumption and faster execution
of government priority programs".

"Average inflation will increase from the historical low of 2.9% in 2018, to 5.3% in 2019 due to a higher
VAT rate, the 2018 rouble depreciation and higher inflation expectations," the credit rating agency added.
"Nevertheless, Fitch forecasts inflation to return to the central bank target of 4% by 2020 in the absence of
persistent effects from the VAT increase, negative supply shocks and further weakening of the rouble,"
Fitch noted.
"Fitch forecasts the federal budget surplus to reach 1.8% and 1.4% in 2019 and 2020, respectively, as
higher-than-budgeted oil prices, and continued non-oil and gas revenue growth will comfortably offset
expenditure increases in priority areas such as infrastructure," Fitch added.
"Increased exchange rate flexibility and compliance with the fiscal rule continue to support Russia's
capacity to absorb external shocks and limit the impact of oil price volatility on the economy," the credit
rating agency concluded.
(Reuters)

Sudan grants Kenyan tea one-year extension
Kenya’s tea has once again been given a one-year extension to access the Sudanese market without
restrictions. This follows the lapse of the previous one-year window as the two nations continue to address
the issue of quality. The two countries have been at loggerheads in the last three years over the expiry
date of the Kenyan tea, a move that prompted a joint scientific research to determine the actual sell-by
date of the beverage.

Whereas Kenya argues that its tea take three years on the shelf before it expires, Sudan has maintained
that the duration of the sell-by date is one- and-a-half years. The joint research is being conducted by
Sudan Standards and Metrology Organization and the Kenya Bureau of Standards.
Officials from Kenya visited Sudan last month to discuss the matter where the country requested for an
extension of more time for the Kenyan tea to continue accessing Khartoum market as the five-year
research is being conducted. Sudan is one of the major buyers of Kenyan tea.

Sudan in 2017 suspended the decision to cut the shelf life
of Kenyan tea to allow the research the outcome of
the ongoing research. Kenya has been pushing for
the reversal of the directive by the
Sudanese
government through diplomatic means. Kenya in
2017, through a Joint Ministerial Commission (JMC)
meeting between foreign ministry officials from both
countries, urged Khartoum to reverse its decision.
(EATA)

Page 6

Tea Exporters Association Sri Lanka
1Q 2019

Milk Tea rises in China
Tea has a long-standing tradition in China, but today it has transformed into somewhat of a trend that
Chinese beverage start-ups have jumped onto by enhancing China’s traditional tea culture with coffee
culture. This combination has rejuvenated China’s milk tea industry, giving rise to many speculations how
this new tea industry came to be and the challenges businesses would face.
Milk tea isn’t a new concept in China as for many years; it has been dominated by pearl milk tea, a popular
drink that also found its way into the Western market. It wasn’t until after 2010 when beverage start-ups
began to innovate the concept by introducing multi-flavoured milk teas.
According to market reports, the traditional milk tea market total sales from drink shops (traditional tea
shops, tea houses, dessert shops, etc.,) was RMB 41.3 billion in 2016, a 14.5 percent YOY increase. By
2021, total sales are expected to reach RMB 77.9 billion. From 2016 to 2021, the compound annual growth
rate of beverage sales would be 13.5 percent.
The demand for the new tea market came primarily from three
consumer changes, according to the report.
First alternatives to traditional tea shops, tea houses etc. Recently,
companies have created “tea rooms”, a comfortable space for their
customers to relax. It also differentiates them from “street milk tea”, a
small stand that usually has little to no space for customers to enjoy
their drink. The “tea room” is similar to the space one usually finds at
Starbucks, portraying how current milk tea shops are adopting coffee
culture.
Second, new teas are attractive substitutes for instant drinks. Instant beverages such as instant coffee,
brewed tea, and more are being replaced by new tea. As China’s middle class gets richer, they are
spending considerably more on food and beverages, according to China’s National Bureau of Statistics.
According to HKTDC Research, 60% of respondents indicated that they pay attention to product quality
even though it means greater spending. Therefore, it can be argued that willingness to pay for higher
prices has gone up along China’s middle class getting richer.
Lastly, consumers are seeking alternatives to coca cola, sprite, and bottled juice which are considered
unhealthy drinks. According to reports, the healthy concept is on the rise in the milk tea industry which main
players are taking advantage of by providing fruit teas. While the definition of healthy varies from person to
person, fruit teas are considered healthier than the milk tea mentioned above. However, while jumping on
trends is good, it may eventually become a problem due to lack of differentiation. Some attempts to
differentiate themselves by offering seasonal fruit teas: depending on the season, other offers drinks using
fruits that are currently in season.
(Equal Ocean)

Drinking Tea too Hot poses Danger of Esophageal
Cancer
Scalding hot tea significantly increases the risk of developing esophageal cancer, warn researchers.

Findings in the International Journal of Cancer reinforce earlier research linking the consumption of tea,
water, coffee, cocoa, and herbal infusions at temperatures above 140oF (60oC) to cancers of the throat.
Water boils at 212oF (100oC). Drinking two cups (700ml) per day at very high temperatures was associated
with a 90% increase in the likelihood of developing esophageal squamous cell carcinoma (ESCC). Only
20% of those diagnosed with esophageal cancer go on to live five years.
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The analysis is from a 10-year study of 50,000 adults aged 40 to 75 (at baseline). The participants live in
Golestan Province in northeastern Iran, a part of the world where tea is consumed well above room
temperature. The Golestan Cohort Study identified 317 newly diagnosed cases of ESCC during the
period 2004-17.

At the onset of the study participants were divided into three groups: those
who drank their tea very hot, those who drank their tea hot (below 140oF), and
those who drank their tea lukewarm. After 10 years of follow up “very hot” tea
drinkers were 2.41 times more likely to develop throat cancers compared to
those who prefer hot or lukewarm tea. Those who reported drinking tea within
2 minutes of pouring were 1.51 times more likely to develop ESCC compared
to those who allowed the tea to cool at least 6 minutes. During the testing
phase, participants poured two cups of tea, one to drink and the second to
measure temperature at the time they drank the first cup.

“No study has previously examined this association using prospectively and objectively measured tea
drinking temperature,” writes lead researcher Dr. Farhad Islami, the strategic director of Cancer
Surveillance Research at the American Cancer Society. While population based studies only reveal
conditions associated with the hypothesis but “our results substantially strengthen the existing evidence
supporting an association between hot beverage drinking and [esophageal cancer risk],” conclude the
researchers.
Islami said that “to our knowledge, this is the only large‐scale prospective study in the world in which
actual tea drinking temperature has been measured by trained staff at baseline. Three independent
measures of hot tea consumption were each associated with higher risk of ESCC, providing strong
evidence for an association between hot beverage drinking and ESCC,” he said.

There is no known health benefit to drinking very hot beverages and since people who drink very hot
beverages “can increase the risk of esophageal cancer, it is, therefore, advisable to wait until hot
beverages cool down before drinking,” concludes Islami.
(International Journal of Cancer, Medical News Today)

China Thirsts for the World’s Tea
China’s 1.39 billion people already drink nearly 40 percent of the world’s tea –and they are thirsty for more.
China, the world’s top producer and the largest consumer of green tea, is now exploring black tea from
India, Sri Lanka, and Kenya as well as European fruit and floral teas, American-inspired tea fusions and
sophisticated oolongs from Asian producers.

China’s tea market is valued at $10 billion (RMB67 billion) and expanding as out-of-home tea drinking leads
to new discoveries. Modern tearooms featuring puer cheese tea, colorful bubble tea, Hong Kong milk tea,
and western-style blends, teaspresso, and fusions are profiting from young people’s interest in
non-traditional offerings.
China produced 2.8 million metric tons of tea in 2018 but even that is not enough to meet demand, which
has increased an average of 10 percent per year for the past decade. The growth has encouraged the
Chinese to try ready-to-drink tea and tea concentrates for preparing iced tea, formats that are relatively new
to China.
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Fruit tea, herbal tea, rooibos, and even purple tea are in demand. Consumers there prefer higher quality
teas, often relying on third-party certification for assurances the tea is organic and sustainably grown. They
are accustomed to paying much more per serving than Western tea drinkers. The best teas in China bring
$1,000 per 500 grams. Everyday tea retails for $10 per 500 grams at the low end and $15 per 100 grams at
the high end. Nicely packaged tea, presented as a gift, sells for $100-$500 per 500 grams
Import of tea were up by 33.9 percent in 2017 to a total value of $149
million, according to a report released in November 2018 by the
China Chamber of Commerce of Import and Export of Foodstuffs
(CFNA), as part of the China International Import Expo in Shanghai.”
“The increase in imports also reflects ‘trading up’ as people want
more of range, particularly ‘Western’ style tea, a trend catered to by a
rising service sector,” industry analyst Chenjun Pan told Caixin at the
time of the report’s release.
Sri Lanka’s tea exports to China grew to 10 million kilograms in 2018. The largely black tea is sold in bulk
and used for blends and bottled tea. In 2018 India shipped 4.4 million kilograms of mainly black tea to
China. India is the third largest tea exporter to China, earning $25 million in 2018. China imported 1.8 million
kilos of Kenyan black tea in 2017 valued at $3 million.

The Economist Intelligence Unit’s monthly tea commodity report predicts that a slowing economy will
temper domestic growth to 6.7 percent annually through 2020 but even a small percentage increase leads
to a massive gain in volume due to China’s population.
China exports only 15 percent of the tea it produces, drinking all the rest. “The fact that although production
is rising, tea exports are remaining stable indicates that local demand is rising firmly,” according to EIU. “But
despite this strong growth projection, risks to our forecast are primarily to the upside; average consumption
per head stands at just over 1 kilogram per year, ranking China 14th in the world. This leaves room for
growth, particularly as only around 35 percent of the population drinks tea.”

The consumers appear to be getting more sophisticated in their tastes. The growing middle class of China
is looking for new experiences.
China’s middle class numbers 400 million, (140 million households) a market larger than the entire U.S.
population. In 2000 just 4 percent of China’s population was considered middle class. In 2018 that cohort
had risen to 30 percent. McKinsey & Company, which defines middle class household earnings as
$9,000-$34,000 per year, predicts the proportion of middle-class Chinese will increase to 76 percent of
households by 2022.
The entire middle class is oriented toward improving its diet, both in variety and in the number of healthful
offerings. In the past two decades from 1997 to 2017, the average compound annual growth rate of China’s
imported food was 14.6 percent. In 2019 China will spend $5.64 trillion at retail, according to market
research firm eMarketer, while the U.S. will spend $5.53 trillion, making China for the first time the largest
retail market in the world.

Source: Fortune, Caixin, China Daily, McKinsey & Company, Dezan Shira & Associates

