Global cereal supply and

demand brief

The outlook for cereals
tightens further and wheat
prices reach record levels
Although fatest FAG forecast for world
cereal production in 2007 still peints to a
relatively strong expansion from 2006, the
globhal cereal supply and demand outlook
for the 2007/08 seascn remains grim.
While expected improvements in maize
supplies have eased somewhat pressure
on maize prices, which are at high levels
reflecting strong demand from the biofuel
industry, recent reductions in the forecast
for production of wheat, particutarly in
exporter countries, in a context of very
low levels of stocks has pushed wheat
prices to record highs in world markets.
Those high prices spilled over to other
markets, lending support to prices of most
other cereals, including major feed grains.
Higher grain prices are wearing through
the food chain, increasing the cost of
many basic food items, which has already
lead to food riots in some countries. Food
inflation fears have driven some countries
to accelerate their early grain purchases

and athers to delay as they hope for lower
priccs later in the year These developments
further aggravated market volatility,

Given the anticipated growth in world
cereal demand in 2C007/08, the current
level of procuction, if it materializes,
will not allow any replenishing of world
reserves from their very low opening
levels. As a result, the world cereal stocks-
lo-use ratio is likely to remain at around
20 percent, which would be identical to
the previous season’s low and therefore
the smallest since the beginning of FAQ's
tracking of the global cereal market some
30 years ago. World trade is likely to be
negatively influenced by the rise n world
prices as well as soaring freight rates
Trade in wheat and coarse grains are likely
to be affected most, falling well below the
previous season’s peak.

However, the comb.nation of higher
prices and freight rates would still drive
up the cost of cereal imports from world
markels to a new record; an outcome
with mare worrying conseguences for the
develaping countries, particularly the Low-

Income Food-Deficit Countries {LIFDCs).
Tne developing countries are likely to
spend a record US$52 billion on irrports
of cereals in 2007/08, up 10 percent from
2006/07. This is after a striking 36 percent
growth already in the previous season. The
total cereal impo~t Gill of the LIFDCs, as a
group, is forecast to hit an all time high of
US$28 billion, up roughly 14 percent from
the previous high in 2006/07.

Against this background of continuing
high and volatile prices, trade activity
during the early months of the current
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season 2007/08 has been generally faster
than normal with above-average sales
registered by a number of exporting
countries, most notably by the United
States and the Russian Federation. In
the coming months, a calmer period is
expected as the 2007 production numbers
become firmer and il the anticipated
increase in 2008 winter wheat plantings
materializes. However, given the extent of
supply tightness, for wheat in particular,
any further deterioration in corditions of
southern hemisphsere crops andfor any
oeliberate attempts to limit export sales
to curb demestic food prices in exporter
cauntries, could easily send prices well
above the highs already reached.

Record cereal harvest still
forecast in 2007 despite poorer
wheat prospects

FAQ's forecast for world cereal production
in 2007 has been revised downward since
the previous report i July, but at 2 114
milion tonnas {inclucing rice in milled
terms), would still be a record high, and
5.3 gercent up from 2006. Most of the
downward revisionsince julyhasconcerned
wheat, output of which is now forecast
to reach just about 605 million tonnes,
considerably less than expectations earlier
this year, although still 1.7 percent up from
the about average levet of the previous
year. The forecast has been reduced on
account of poorer results then earlier
potantial had suggested in some northern
hemisphere countries and deterioration
in the prospects for the seasons still to be
concluged in the southern hemisphere,
Of the crops already harvested, the
largest dewviation from expectation has
been in Eurcpe, where latest estimates
peoint to a significant 2.2 percent decling
in production, compared to the early
season prospects for a sizeable increase.
The worst losses were encourtered by
the eastern producing parts of the region
where several weeks of exceptionally not
and dry weather severely compromised
yields. However, in some majer producing

northern countries a combination of early
summer dryness followed by excessively
wet conditions also led to poorer results
than earlier forecast. In North America,
a small downward revision has also been
made in the latest estimate of this year’s
output in the United States, however, the
narvest was still a good level, sharply up
from the previous year. A more substantial
revision was made for Canada, struck
by hot and dry conditions, which will
compound the impact of a reduced area.
The latest estimate of the aggregate 2007
wheat output in Asia remains at a good
level and abowve last years, althcugh a
slight downward revision was made for
Pakistan, where, nevertheless, a bumper
crop was harvested. Elsewhere in the
nerthern hemisphere, drought devastated

this years wheal crop in Morocco, so
despite about-average harvests elsevhere
in North Africa, the subregicn’s aggregate
output is sharply down from last year
and the average of the past five years.
In the southern hemisphere, the bulk of
the major 2007 wheat crons are yet to
be harvesied tetween now and the end
of the year. In South America, aggregate
output is forecast to increase 7 percent
from 2006, with a recovery n Brazil more
than offsetting a small decrease expected
in Argentina. In Oceania, prospects for the
wheat crop in Australia have deteriorated
significartly because of hot and dry
wealther, which set-in after planting in the
major preducing areas.

In many parts of the northern
hemisphere the winter wheat crops

2006 2007 Change: 2007
estimate forecast over 2006 (%)
Asia 92111 9244 1.5
Far East 809.4 824.3 18
Mlear East in Asia 72.1 70.2 -2.6
CiS in Asia 29.4 297 1.1
Africa 144.0 136.2 -5.4
Morth Africa 356 29.0 -18.7
Western Africa 48.6 48.4 0.4
Central Africa 3.6 35 27
Eastern Africa 34.9 339 =27
Southern Africa 21.4 21.4 0.1
Central America & Caribbean 37.1 394 6.4
South America 109.6 1283 17.0
North America 384.5 469.7 22.2
Europe 402.7 390.9 -2.9
EU”’ 24€.9 262.4 63
CIS in Europe 118.5 1125 -5.1
Oceania 18.5 25.3 36.6
World 2007.5 2114.2 53
Developing countries 11540 1180.9 23
Developed countries 853.4 933.3 9.4
- veheat 594.6 E04.8 1.7
- coarse grains 984.5 1080.4 9.7
- rice (millad} 4281 428.G a.7

'Includes rice in milled terms.
‘EU-25in 2006 and EU-27 in 2007.
Note: Tolals computed from unrounded data.
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for harvest in 2008 are already beng
olanted. In the United States, conditions
are generally favourable for fieldwerk,
and althcugh planting has got off t¢ a
slowver stert than normal, early indication
all point to the likelihood of a record
area. In Europe, weather permitting, a
large incraase in the winter wheat area
is also likely. The EU has removed its 10
percent obligatory set-aside requirement
“or 2008, which could bring up to an
estimated 3 million hectares of arable
land back into production for the season.
Early indications from the large oroducing
areas in eastern Europe also suggest that
farmers have intentions to plant larger
wheat areas if weather and inputs allow.

FAO'S
production of coarse grains in 2007 has

latest forecast for world
been revisec upward slightly and stands at
1 080 million tonnes, 9.7 percent above
last year's crop and an all-time high. The
bulk of theincrease isattributed toa record
alebal production of maize, now forecast
at 784 million tonnes. A recard output
is expected in the United States where
the harvest is just getting underway, and
plantings increased sharply in response
to exceptionally strong demand from the
bicfuel industry. Bumper crops have also
been harvested in the South America,
reflecting favourable growing conditicns
that led to exceptional high yields, and
increased piantings in response to high
international prices. The secondary crop
just gathered in Brazil was estimated
at 25 percent above last years already
good level. A recorc crop is also expected
in Centrel America, where plantings
expanded in Mexico, the major producer.
Elsewhere, the 2007 coarse grain crops
are seen to remain relatively unchangad
i Asia and Africa, while unfavourable dry
and hot congditions have compramised
the crops in Europe and Australia, where
declines in production are expected.
With regard to the first of the major
2008 crops, planting of the important
summer maize crop is already underway
in South America. Early indications point

to a continued expansion in area because
of the
relative to other crops. However, with scil

incentive of attractive returns

moisture levels reportad to be limited in
mig-September additional precipitation
wil: be needed for farmers to fulfil their
intentions.
Nolwithstanding  serious  flooding
prcblems repoited in recent months in
Asia, Africa and Central America and
the Cariboean, prospects for global
in 2007

favourable. The global paddy crop is

paddy production remain
{orecast at about 643 million tonnes
(429 million tonnes In milled terms),
marginally above a revised estimate of
the 2006 crop. Much of the increase is
expected in Asia, although, within the
region, the production outlock is rather
mixed, large increases are foreseen in
China, India, indonesia and Myanmar,
while fapan, the Philippines, Sri Lanka,
Turey and Viet Namn may incur sizeable
reductions, largely a reflection of adverse
weather conditions. Paddy production
is also set to increase in Africa, where
floods have favoured rice crops, which
had endured drought stress until July. By
contrast, dedines are forecast in all the
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Growth in cereal utilization to

exceed trend despite high prices
in 2007/08 is
forecast to expand by over 2 percert from

World cereal ulilization
the previous season, to 2.1 tillion tonnes,
some 1.4 percent above its 10-year trend.
This relatively high grewth is mostly driven
by the continuing expansion in industrial
use -in particular for biofuels- which
accounts for two-thirds of the expected

other regicns. increase.
Change: 2007/08
2005/06 2006/07 2007/08 over 2006/07 (%)
WHEAT
world 621 622 620 -0.2
Focd 439 444 447 0.8
Fead M6 112 110 -1.8
Other uses 66 66 a3 4.6
COARSE GRAINS
World ©0C0 1021 1084 4.2
Food 176 180 182 14
Feed 624 620 627 1.1
Other uses 200 221 255 15.1
RICE {milled)
World 418 425 430 1.7
Focd 368 373 378 1.3
Feed 9 g 8 -4.8
Other uses A1 44 44 0.4
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Total food consumption of cereals is
forecast to reach 1007 million tonnes,
up by over 1 percent from 2006/07.

This increase would generally follow the
expected growth in world population.
As a result, per caput intake of cereals

Change: 2007/08

2005/06 2006/07 2007/08 over 2006/07 (%)

PRODUCTION’ 20529 20075 21142 5.3
VWheat 625.8 5949 604.8 1.7
Coarse grains 1063.0 G84.5 1080.4 9.7
R.ce (milled) 47241 4281 4289 Q2
SUPPLY? 25196 24769 2 534.6 23
Wheat 802.3 7735 783.3 -13
Coarse grains i194.2 1169.8 12357 56
Rice 523.1 5336 5356 0.4
UTILIZATION 20393 2067.4 21134 2.2
Whaat 621.0 621.6 £20.2 -0.2
Coerse grains 10C0.2 10208 10636 4.2
Rice 418.2 4249 4286 1.1
Per caput cereal focd use

(kg er year) i52.2 i52.5 15.4 0.7
TRADE? 247.6 257.2 252.6 -1.8
wheat o3 1126 102.0 4.1
Coarse grains 108.1 1132 113.0 -0.2
Rice 292 30.4 30.6 0.6
END OF SEASON STOCKS? 469.2 419.7 420.2 0.1
Yheat 178.5 157.6 1432 9.1
- main exporters’ 58.8 38.3 27.5 282
Coarse grains 185.3 155.4 1700 9.4
- main exporters” 97.3 58 6 735 255
Rice 105.5 106.7 107.0 0.3
- main exporters’ 22.9 24.4 237 -2 8
Cereal production’ 859.1 886.6 8953 1.0
excluding China and India 292.6 3051 2997 -1.8
Utilization 926.3 1115.2 11354 18
Food usa 548.7 £658.9 £68.0 14
axciuding China and Indiz 2716 278.3 2837 19
Per caput cereal fogd use

(kg per ycar) 156.6 156.8 156.7 -0.1
exciuding China and india 158.5 159.2 159.1 -0.1
feed 16641 166.1 170.7 2.8
exciuding China and India 459 47.9 485 1.1
End of season stocks® 2286 240.1 2455 2.3
excluding China and India 53.0 56.1 50.6 -9.9

I Data refer to calendar year of the first year shown.
’ Production plus cpening stocks.

* For wheat and coarse grains, trade refers to exports based on July/June marketing season.
For rce,trade refers 10 exports based on the calendar year of the second year shown.
4 May not equal the difference between supply and utilization because of differences in individual country

markeling years.

*Includes food deficit countries with per caput annual income below the level usad by the World Bank to
determine eligibility for IDA assistance (i.e.US$ 1 575 in 2004), which is in accordance with the guidelines and
criteria agreed to by the CFA should be given priority in the allocation of food aid.

is likely 1o remain stable in most regions,
This
outlook does not exclude some possible

at least at agoregated levels,
dampening of demand, especially in
countries where price increases have
been more significant. Escalating prices,
especially for wheat-based foed products,
have caused serious concerns in many
countries across the world. While, in
most cases, governments are struggling
lo contain the rise in food prices with
different types of measures, In some
countries sharp orice increases may prove
inevitable, which could lead 1o reductions
in censurnption. By individual cereal,
early indications point to only 0.8 percent
increase in total food consumption of
wheat at the glooa! level. This increase
would be below the population growth
and thus would leaa to a decline in per
caput consumgption of wheat from an
estimated 70 kg per annum in 20C6/07
10 67.6 kg in 2007/08. However, this drop
is likely 10 be compensated by a rise in
rice and coarse grains food consumption,
which are forecast to expana by 1.4
percent from the previous season. In
aggregate, the total consumption of
cereals is anticinated to remain virtually
unchanged from the previous year at
152.4 kg per caput.

Total world feed utilization of cereals
is forecast (o increase marginally in
2007/08, by less than 1 percent. While
usage of maize and sarghum are forecast
to increase by at least 2 percent, wheat
and barley usage for feed are expected
to contract, mainly in response to
much tighter supples this season. Feed
utilization In the developing countries,
as a group, is forecast to expand by
more thar 3 percent, while that in the
developed countries is envisaged to
oecline by 1 percent. The faster expansion
in the developing countries mainly reflects
centinuing  strong  economic  growth
v/hich boosts consumption of meat and
dairy products and in turn raises demand
for feed. The gradual recovery from

pravious gutbreaxs of animal diseases is
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also contributing to higher demand for

feed.
Total

forecast to increase by some 9 percent,

industrial use of cereals is
driven up by the continuing strong growth
in the ethanol sector, most notably of
maize which is the main feedstock for
The
largest market for maize-based ethanol

grain-based ethanol production.
is the United States, where maize used
to produce ethanol is likely to increase
from an estimated 54 million tonnes in
2006/07 to 84 millicn tonnes in 2007/08.
This high number is 30 millien tonnes
more than the size of meize exports
from the United States and, even more
striking, is close to the volume of world
trade in maize.

World cereal stocks remain at
low levels

Based on the latest forecasts for world
production and’ utilization, global cereal
stocks by the close of the seasons endingin
2008 are expacted to stand at 420 million
tonnes, unchanged from their reduced
opening levels and ¢nly 3 million tonnes
above the 20-year low in 2004. At the
current forecast levels, the ratic of worid
cereal stocks te utilization is put at nearly
20 percent which is also unchanged from

the previous seascn’s low ratio. Among
the indwidual cereais, more worrying s
the stocks situation with regard to wheat.
Sustained  demand amid  insufficient
incraase in production this year, especially
among the major exporting countries,
which are also among the leading stock
holders, is expected to result ir at least
a 14 million tonne drawdown of world
inventcries, from their already depleted
openings, to 143 millior tonnes, the loyvest
since 1982, Most of the contraction is in
major exporting countries, notably in the
United States, where slocks are forecast to
hit a 10-year low of 11 million tonnes, as
well as in Australia, Canada, and the ELL
Amcng other countries, sharply smaller
stocks are forecast for Egypt, Morocco,
Tunisia, Turkey, and nearly all major wheat
producing countries in the CIS. However,
in a number of countries, wheat stocks are
expected to increase; among them India
and China, two important wheat growing
countries where this year larger crops have
been harvested.

Total coarse grain stocks are forecast
at 170 million tonnes, up nearly 15 million
tonnes from their sharply reduced opening
leve. This expected recovery Is mainly
driven by the anticipated strong rebound in
werld production of coarse grains, lead by
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the United States where maize procuction
alone is anticipated to increase by 70
million tonnes, or 26 percent, this year. In
fact, this bumper maize production in the
United States, which is expected to boost
stocks in that countey by almost 14 million
tonnes 1o over 42 million tonnes, largely
mitigates drawdowns elsewnere, Coarse
grain carryovers are forecast to decline
in the EU offsetting the small increase
expected in Argentina and Canada. Sharp
reductions are forecast for Ukraine, the
Republic of South Africa and several
countrias in Asia as well as in North Africa.
In Brazil, this y=ar's large maize crop is
expected 1o resuit in bigaer inventories
despite higher exports. In China, stocks
are articipated to increase for the first
lime since 2001, reflecting the forecast
increase in production this year and a
possible decline in exports.

Global rice inventories at the close of
the 2007 marketing year are forecast to
rise marginally above their opening level
to reach 107 million tonnes. The rise is
anticicated to be concentrated in China,
where they could reacn 61 million tonnes,
2 million tonnes more than carried over
from 2006. Stocks could also end higher in
Indonesia and Myanmar, but widespread
cuts are expected elsewhere.

Cereal prices remain high,
wheat hit record

International prices for all majar cereals
remain high and most "ave registered
considerable gzins from the previous
season. Tight supply from low levels
of stocks and insufficient increases in
oroduction to meet sustaned dermand is
the underlying factor for the continuing
strength in prices. This Is particularly
the case for wheat, the price of which
soared to all-time highs in September.
low wheat stocks, compounded by
repeated downward revisions to this year's
production forecast for major exporting
countriss, most notably in Australia and in
Europe, have pushed wheat prices ug since

June. In addition, strenger trade activity in
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the early months of the seasor {(2007/08
July/Jure} and developments in currency
markets, which continuzs to favour the
United States’ origin wheat because of the
weaker US dollar, also provides support. In
September, the United Siates' hard wheat
{(HRW, No. 2, f.o.b.) averaged US$343 per
tonne, up US$93 per tonne since the start
of the season in July and as much as 6%
percent above the already hign levei of
Septemoer 2006. Recent weeks witnessed
even higher increases in wheat export
orices from other major origins, such as
from Argentina, where the price of wheat
in September has virlually doubled its level
of a year earlier, and from Australia and
the EU. Vheat futures prices for December
delivery on the Chicago Board of Trade
(CBOT) centinued on an upward trend since
April and hit a new record .n September.
Wheat prices remain highly vulnerable to
the prevailing tight situation in the markets
and are therefore likely to stay volatile.
Any unfavourable developments regarding
oroduction prospects in the southern
hernisphere or policy changes that may
rosult in restricting export supples, such as
the recent exparts restrictions in Ukraine,
could send wheat prices even further
above the recent highs,

Prices have also risen in coarse grain
markets this seascn, although the increases
have so far proven less than those inwheat
markets. International prices of maize,
barley and sorgnum have all increased
substantially due to strong demand. Prices
of maize started to rse sharply already
during ihe previous seascn and in February
they reached their all-time high. The strong
demand from the biofueis sector has been
the underlying facter for the strength in
maize prices since last year. Maize prices
have receded somewhat in recent months
mainly because of the anticipated record
crop 1o be harvested soon in the United
States. as well as a bumper ¢rop in Scuth
America. However, this season’s restricted
supplies from the CIS and shortage of
maize and feed wheat In the EU continue
to put upward pressure on prices while the

May 2005=56000 USS per tonne
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spillover effect from the wheat market has
also been significant at tires. The United
States” yellow maize (US No. 2 Gulf, f.e.b)
averaged LSS 152 per tonne in September,
US% 12 per tonre more than at the start of
the season in July and US$% 39 per tonne
{or 33 percenty more than in September
2006. Also, by late September, the CBOT
Decermnber maize futures price stood at
US$147 per tenne , more than 52 percent
maore “han in the corresponding peried in
2006.

World
strength since May, but the increase was

rice orices have gathered
far smaller than for the other cereals, in
carticutar wheat, According to FAO's all
rice price index, rice quotations gained 4
percent from May to August. In July, prices
were sustained oy a sudden strengthening
of the Thai currency vis a vis the US dollar,
(n August, prices remained steady, except
for those of aromatic rice, which lost
several ooints, reflecting a weakening
of Basmati quotations in Pakistan.
With large crops soon to be harvested
in a number of important producing
countries, international rice prices could
be under pressure in the coming months,
but the decline might be moderated by
a weakening of the US dollar relative to
the currencies of the major exporting
countries, in particular China, Thailand
and India. A possible shift of import
demand from wheat to rice would aisc
lend strength to in“ernational rice prices.

World trade to decline from
the record level in 2006/07
World cereal trade in 2007/08 (July/
June) is currently forecast at around 253
million tonnes. At this level, world trade
would be some 5 million tonnes, or some

2007 2006
Sept. Aug. July June May Sept.
United States
Wheat 343 277 250 231 203 208
Maize 7 158 152 146 165 150 11e
Sorgaum ’ 177 171 157 166 155 128
Argentina ’
Wheat 35 273 249 239 219 167
faize 170 i57 141 156 147 114
Thailand *
Rrce white * 332 336 337 333 325 314
Rice, broken ™ 273 269 261 255 252 222

*Prices refer to the monthly average.

' No.2 Hard Red Winter (Ordinary Protein) {.c.h. Guif.

’ No.2 Yellow, Guif

Up river, f.ob.

“Indicative traded p-ices

*100% second grace, f.0.b. Bangkok
» A1 super, f.o.b. Bangkok
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1.8 percent, below tne revised volume n
2006/07 . Inspite of this anticipated decline,
world cereal trade in 2007/08 would still
represent the second highest aiter last
season's record. FAO’s trade estimates for
the previous season (2006/07) have been
revised wo sharply this month reflecting
recent export stelistics received  from
exporters. The revisions concern mastly
wheat and coarse grains, the international
trade of which has now been put at nearly
4 millicn tonnes more than previously
reported. At these rewised evels, waorld
cereal trade in 2006/07 registered a new
record with wheat trade at all time high of
nearly 114 million tonnes, foilowed closely
by a record trade in coarse grains, at 113
million tonnes, of which maize exports
alcne are estimated at a new peak of
around 88 million tonnes. At the current
forecast level, total volume of cereal
imports by the LIFDCs in 2006/07 is seen
to increase by awcout 5 milion tonnes
‘rom the previcus season and would
represent about one-third of total cereal
trade.

World trade in wheat in 2007/08
Uuly/lune) is forecast at 109 million
tonnes, down 4.6 million tonnes from
the revised estimate in 2006/07. iost of
the reduction is articipated in Asla and
of that mainly in India. In 2006/07, faced
with depleted supplies, India imported
6.7 millgn tonnes of wheat; however,
with higher internationz! prices and a
significant  improvernent  in domestic
oroduction, India’s wheat purchases from
world markets are foreseen to drop to
3 million tonnes, almost nalf of which
already purchased since “he start of the
season In July. Imports by indonesia are
atso expected to decline significantly, by
600 000 tonnes, because of high world
prices and reduced supplies in Austrafia, its
main supplier. However, larger purchases
are now forecast by Bangladesh and
Yemen, mastly to contain increases in their
domestic f'our prices. In contrast to Asia,
higher imports are forecast for Alfrica.
Morocco

Imperts by drought-stricken

are forecast to double this season, to 3.5
rnillion tonnes, while in Egypt imports are
likeiy to rise by 500 0OQ tonnes to ease
tha dornestic suppiy situation in the face a
continuing strong demand. In September,
the Egyptian  Government raised its
subsidias for bread by US3840 million
because of rising prices. Wheat imports by
masi countries in Europe as well as Latin
Arnerica and Caribbean are forecast to
remain siable at previous season’s levels.
Howvever, in Brazil, imporls are expectad to
be lower because of higher production.

An indication of this season’s tight
wiheat situation is tie reduced export
supplies for the second consecutive year.
Among the major exporters, lovzer cutpu,
in Canada and the deteriorating croo
prospects in Australia are expected to
weigh heawv'y on their export availability.
In the EU, the tight market and high
prices are also likely to keep its wheat
sales well below the historical average.
Only the United States is expected tc
boost its exports this season, by at least
4 million tennes to 29 million tonnes.
The increase reflects higher domestic
production coupled w th the weakness of
the dollar. wnich makes supplies from tha
United States more competitiva. In fact,
in less than four months into the new
season, the United States is reported to
have already soid 70 percent of the total
forecast for the seascn. Aside from the
traditional major exporters, wheat supplies
from other origins also seem increasingly
stretched. While most countries in the CIS
gathered larger harvests this season, thetr
willingness to sustain exports is under
continuous pressure as prices have started
to rise also in those countries. Following
similar measures taken in 2006, Ukraine
anniounced in late September thal exports
will be limited from November. The Russian
Federation, now the world's 6 largest
wheat exporer, plans to introguce a 10
percent tariff on exports in order to curtail
sales, which during the two months of July
ano August reached an unprecedented
level of nearly 2.5 million tonnes

World trade in coarse grains in
2007/08 (July/lune) is forecast at 113
million tonnes, nearly unchanged from
the previous season’s record. Strong
import demana for coarse grains is largely
sustained by higher needs in several
countries in Africa, Cenzral Amerca and
Europe. In Africa, it is again in Morocco
where imports of barley are likely to
increase mostly because of severe d-ought,
In Central America, maize imports by
Mexico are Torecast to rise sharply this
season despite the expected increase in its
domestic output. The rise in imports partly
reflecss increased purchases of cracked
maize, used as a fodder for animal feed,
from the United States. Cracked maize
is not subject to the import queta which
viexico applies o regular maize but even
that quota continues to be adjusted in
order 1o sustain the domestic tortilla and
maize price riseswhichwere the uncerlying
reasons for sieet riots in January. In
Europe, the EU's stronger demand for feed
grains would ba met by larger imports of
maize. The tight supply situation in the EU
nas in fact resuted in the decision to cut
the 10 percent obligatory set-aside -ate (in
place since 1992 for autumn 2007 and
spring 2608 sowings. This, according to
estimates by the EU officials, could result
in 10 million tonnes more output next
year. In addition, the EU Coimmission has
also proposed the suspension of allimport
tariffs on grain for this season.

Elsewhere, imports in Asia are expected
to decline as most countries are seen to
import as muck as in the arevious season.
Imports by Indonesia are likely to decline the
mosl mainly because of bigger carryovers
due to large purchases fast season
and better ¢rop prospects this ssason.
However, high prices in most countries are
expected to encourage imports, including
China {Mainlang) which this season could
import scme maize, although it wil
remain a net-exporter. In South America,
smaller imports are forecas! for Brazil and
Chile with both countries gathering record

crops this season.
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Crop Prospects and food Situation

The export supply situation in coarse
grains market is tight. While larger barley
supplies in Canada and record maize
preduction 0 Brazil, Argentina and the
United States would allow those countries
to export mare coarse grains this seascn.
Export supplies are likely to be curtailed
significantly elsewhere, especially in the
CIs and in China, on concerns about their
own rising domestic prices.

Trade in rice is set ‘o rise by 4 percent
to 30.4 milion tonnes in calendar year
2007, supported by growing imports by
Asian countries, in particular Bangladesh
and Indonesia. Rice deliveries to Latin
American and the Caribbean are s&lso

expected to he larger than last year,
while rising world prices and freights may
depress imports by African countries.
viuch of the increase in global irade is
forecast to be supplied by Asian countries,
especially Thailand, the sole major rice
supolier holding ample availabilities this
year. Among the other major exporters,
Cambodia, China, Egypt and Myanmar are
also expected to contribute to the world
export increase, while imited supplies
will result in declining sales by Pakistan,
Argentina, Brazil and Ausralia,

Although sti'l highly preliminary, trade
in rice is forecast to increase somewnhat
in 2008, to some 30.6 million tonnes.

The expansicn wouid be sustained
by increased imports by Bangladesh,
China,

Korea and the Philippines, which would

the Democratic Republic of

more than compensate for a likely cut
of imports by Indonesia, Qutside Asia,
African countries may alsc increase tneir
imports, while little change is currently
anticipated in the other regions. Among
major exporters, Cambedia, India and
Thailand weuld be in a position to step
up deliveries, while limized supplies
may depress sales by Viet Nam and the
United States.
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