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Food Prices

Real prices of internationally traded commodity prices in
developing countries, CPI-deflated Indices, Jan.
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World Food Security

Food Prices

® Rising food prices
cause severe
hardship and
suffering In low-

THE FAO PRICE INDEX

FAQ Food Price Index Food Commodity Price Indices

Income, net food
Importing
countries.
Social unrest in a

number of
countries.
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Impacts on
Food Security

Why have food
prices fallen?

Have food

security concerns
evaporated?
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Sugar and Food
Security Trends?
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Food Prices

Food commodity prices rose more than 60 percent in the last 2 years
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Food Prices

Prices of many commodities rose
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Drivers of Higher

Food Prices




World Food Security

Price Drivers

Monthly FAO price indices for basic food commodity groups (1998-2000=100)

* No one factor was the
cause of the surge in
food commodity prices.

e Some factors reflect
underlying trends in
supply and demand
that began more than
a decade ago.
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Price Drivers

Monthly FAQ price indices for basic food commodity groups (1998-2000=100)
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Long Term Drivers: Supply

Total world grain & oilseeds1
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Long Term Drivers: Demand

trong economic growt Population growth rates decline
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Long Term Drivers: Demand

Global meatl
Produciion, par capifa consumpiion, and population

Index: 1671 =100
400

Exponential trend growth rates: 50 — Production

— Per capita consumption
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Total meat = beef + potk + chickens & turkeys.

Soutce: US0A Agricutural Projections te 2017
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Long Term Drivers: Demand

Feed-to-meat conversion rates
Founds of feed needed to
Class of animal produce 1 pound of meat

Chicken 2 h
Fark 55
Besaf 7.0

Source: Ephraim Leibtag, "Corn Prices Near FHecord High, But YWhat About Food
CostsY" In Ambar Wavas, February 2008,
http: s ers. usda goviamberWaves/Februany08/FeaturesfCornPrices. htm
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Long term drivers

Monthly FAQ price indices for basic food commodity groups (1998-2000=100)
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Short Term Price Drivers

Produciion and fofal usa

Million metric tons
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Short Term Price Drivers

Total world grain & oilzeeds
Etocks and stocks-fo-usa rafio
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Short Term Price Drivers

Brent Crude Qil Prices
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— Reuters-CRB Energy Index FAD food price index
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Short Term Price Drivers

Brent Crude Qil Prices
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Short Term Price Drivers

Value of U.S. dollar declines after 20021

[ndex values, 2000=100
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Zource: ERS International Macroec onomics Dataset,
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Short Term Price Drivers

FAO Food Price Index adjusted for changes in the exchange rates between
US dollar and SDR and CFA

gt

FAD food price index adjusted for changes in U55-5DR exchange rate
m FAO food price index adjusted for changes in U55-CFA exchange rate
= FAO food price index
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Short Term Price Drivers

Hedge Funds

Index Funds

Private equity funds
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Short Term Price Drivers

2006 and 2007

Adverse Weather
Lowered yields

Contributed to
shrinking stocks to
consumption ratios.

Heightened importer
concern about future
supplies.
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Short Term Price Drivers

Foreign exchange reserves
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Short Term Price Drivers

® Reduced supp
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Biofuels Impact




Established
programmes

Fledgling
programmes
®

Planned
programmes
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The Role of Biofuels
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The Role of Biofuels
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The role of biofuels

Biodiesel production

Million gallons
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Spotlight on World Fuel Ethanol
Ethanol Feedstocks

Aburndant supply
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The role of biofuels

® Federal mandates
| for biofuel
vl Production promote
Spillover Effects x| expanded dareas
s st under crops and
Jladley shifts in cropping
patterns ano
livestock production
due to higher prices
for corn and other

grain crops.
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The role of biofuels

U.S. corn use

Billion bushels
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Ethanol
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Source: US0DA Agricultural Projections to 2017,




Million metric tons

World Food Security

The Role of Biofuels

Global wheat and coarse grains use, 1980/81- 2002/03
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Impacts on Food Security

® Rising food prices
cause severe
hardship and
suffering in low-
Income, net food
Importing
countries.
Social unrest in a
number of
countries.

THE FAO PRICE INDEX

FAQ Food Price Index Food Commodity Price Indices
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Impacts on Food Security

Impact of Higher Food Commodity Prices On Consumers’
Food Budgets*

High-income Low-income
coUntries food-defict countries

l. Base scenario
[noome £40,000 EE00
Food expenditure E4,000 400
Food costs as % of income 10.0% 50%

Disaggregate retail food spending

(staples vs. non-staples)
Staples as % of total food spending 20%
Expenditures on staples F800
Expenditures on non-staples £3,200

Il. Scenario: 50% price increase in
staples, partial pass through on staples
Assumed % pass through &0% A0%
Increase in cost of staples F240 Fa4
Mew cost of staples 1040 £aa4
Mew total food costs 4,240 b484
Food costs as % of iIncome 10.6% 60.5%

"These are llustrative food budgets that characterize the situations for consumers in high- and
lenii-inG e countrias,

Source: As compiled by ERS.
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Impacts on Food Security

Hunger map
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Impacts on Food Security

Hunger map
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Impacts on Food Security
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Impacts on Food Security
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Impacts on Food Security

* World Bank
President Robert
Zoellick said 2
billion people
across the world are
struggling with high
food prices, and 100
million extra people
In poor countries
may be pushed into
poverty by the
crisis.
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How to Improve Food Security

® The UN secretary
general Ban Ki-moon
warned that with
food prices at a 30-
year high, the world
must ''respond
iImmediately”, but it
must also put the
long-term focus on
"Improving food
security."
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Future Trends in World Food Security
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World Food Security

Food Prices
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Food Prices

FAO Food Price Index Food Commodity Price Indices

1998-2000=100 1998-2000=1{
230 350

Dairy Olls and Fats

200 J‘f

50

200

| I N . | 1nn|rll1lllll1ll
] FMAMI] |} A5 OND oDy FMAMI I ASDND
2007108

® Most dramatic price falls for dairy
products, oils and fats and cereals.
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Food Prices

Brent Crude Qil Prices
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World Food Security

Food Prices

* Uncertainty is now a key feature of world
agricultural commodity markets and this is not

likely to change in the near future.
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Future Trends in World Food Security

' '2?

Do falling prices mean

that world food
security concerns
have evaporated?
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Future Trends in World Food Security

How to Improve
food security?
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How to Improve Food Security
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How to Improve Food Security
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Future Trends in World Food Security

What about
sugar?




WSRO Annual Meeting 2008

Future Trends in World Food Security

ISA Sugar Prices, Nominal and Deflated

— Nominal
— Deflated-cpi
— Deflated gdp




Commodity Prices égﬁ

Commodity price increases
Jan 07 - Mar-08
Wheat 133%
Soybeans 88%
Coffee 53%
Cocoa 58%
Corn 43%
Cotton 36%
Crude oil 93%
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Future Trends in World Food Security

FAQ Food Price Index ISA Prices

1998-2000=100
230

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Month




World Sugar and Fuel Ethanol

Feedstock Choice
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Conclusions
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Future Trends in World Food Security

® Sugar was not part of the rapid increase in food
commodity prices between 2006 and mid 2008.

& © Market adjustments have brought commodity

¥ prices back down over recent months but there |

= Is a high level of volatility in agricultural markets. |

| * Perception that biofuels were responsible for the |

= spike in food crop prices is clearly not valid for
fuel ethanol produced from sugar crops.
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