Table of contents

FAO calls for eradication of
world hunger by 2025

1

Rice prices decline on lower
demand; drought hits production
3

FAQO's Initiafive on Soaring Food
Prices (ISFP) support and national
policy developments

4

Palm oil — a remarkable
growth story

4

List of figures

1: Selected international
cereal prices

1

2: Trends in domestic prices
for key commodities in
selected countries

2

3: World production of
maijor oil crops

5

4: Oil crops & edible oils
consumption

5

5: Palm oil production
in Asia

5

6: International palm
oil prices
6

7: Palm oil prices
in Asia

)

FAO calls for eradication of world
hunger hy 2025

The Food and Agriculture Organi-
zation of the United Nations (FAO)
has proposed that the World
Summit of Heads of State and
Government to be held in Rome
from 16 to 18 November 2009
adopt a declaration calling for the
full eradication of world hunger
by 2025. The summit has been
convened by a decision of the FAO
Council in June 2009.

In a document sent to member
countries and ftitled “Secretariat
contribution to defining the
objectives and possible decisions
of the World Summit on Food
Security”, FAO has proposed
elements of a new world food
security governance structure and

addressed public and private
investment issues for increased
agricultural production in devel-
oping countries. Other issues
covered are emergency food
assistance, early reaction to food
crises, trade and support fo
farmers, market instability, institu-
tional and capacity building, food
quality and safety, fransboundary
pests and diseases of plants and
animals, agriculture mitigation and
adaptation to climate change.
The document is based on the
statement on food security issued
by G8 leaders during their July 2009
summit in L’Aquila, Italy.

“I hope that the document will
lead to a rich debate within
Member Nations, involving not only
governments, but also the private

Figure 1: Selected international cereal prices
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Figure 2: Trends in domestic prices for key commodities in selected countries
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sector, farmers and non-
governmental organizations, the
UN system and other inter-
national organizations and
partners in development,” FAO
Director-General Jacques Diouf
said in a statement.

Rice prices decline on lower
demand; drought hits production

Asian rice prices declined in
August against low demand with
Thailand’'s benchmark 100% B
averaging US$577 per tonne,
US$? below July's average price
(see Figure 1). Lower international
demand and prices were
attributed to restricted African
demand, the holiday period in
Europe and the Muslim holy
month of fasting, making Thai
rice 100% B fall to US$540 per
tonne at one point. The Thai
government has proposed to
buy white rice at Baht 10 000
per tonne from the 2009-2010
crop under its rice mortgage
programme, extended by three
months beyond its scheduled
end on 31 July, which has built
up a record 7 million tonnes of
stock. However, the government
wants to replace it with a cash
subsidy to farmers to reduce
market distortions and financial
and logistical costs to the state.

However, exports of Viet Nam'’s
cheaper rice have soared by
43 percent so far this year to an
estimated 4.7 million tonnes
compared to last year. Market
analysts expect Viet Nam to ship
a record 6 million tonnes this
year, moving closer to its main
competitor and the world’s
largest rice exporter, Thailand.

Viet Nam's 5 percent broken
rice, reported trading at about
US$398 per tfonne in August,
down from US$460 a tonne in
April, was US$163 cheaper than
comparable Thai rice.

Thai rice fraders were also
concerned over plans by Saudi
Arabia-based investors to
establish paddy farms in African
countries to reduce Gulf nations’
dependence on Asian cereal
imports and the reported use of
nominees by foreign investors to
set up rice export farms in
Thailand. Meanwhile, Thailand
was reportedly considering a joint
rice farming venture with Kuwait
in Lao PDR following a request
from the neighbouring Southeast
Asian nation. Reports said
Thailand, Viet Nam, Lao PDR,
Cambodia and Myanmar were
planning coordinated rice
exports to stabilize prices and
promote rice development and
food security in Southeast Asia
with the five member countries
of the Ayeyawady-Chao Praya-
Mekong Cooperaton Strategy
(Acmecs) planning to establish
an Acmes Rice Traders Asso-
ciation.

Rice exporters were also awaiting
a decision expected this year
by the Republic of Korea on
opening up rice imports from
January 2010, ahead of the
target date of 2015 under Seoul’s
World Trade Organization (WTO)
commitment. India’s basmati rice
exports, facing competition from
lower priced Pakistani basmati,
were expected to get a boost
with the Indion government's
decision to lower the minimum

basmati export price by US$300
a tonne. However, drought
conditions in about half of India’s
districts have reduced paddy
plantings this year by nearly
7 million ha, causing the govern-
ment to lower its 2009 rice output
projection by 10 million tonnes. As
such, prospects for an end to the
country's ban on non-basmati
exports appear to be dim.

The delayed monsoon is also
expected to lower Pakistan's
2009 paddy harvest, but market
analysts expect the country to
have a sufficient surplus for
export of up to 4 million tonnes.
Drought also affected about
43 000 ha of the 2.26 million ha
planted with rice by mid-August
in Cambodia where the govern-
ment initiated emergency relief
to farmers worth US$12 million.

Although rice and wheat prices
have remained stable in India in
recent months (see Figure 2),
there has been a record surge in
staple pulse prices across the
country which have almost
doubled since April this year.
Sugar prices are also at a record
high in India. Food prices remain
high in Nepal, particularly in the
winter drought-affected remote
hill regions, such as Mugu where
reduced local food stocks and
inadequate external supplies
pushed up rice prices by
30 percent and bean prices by
50 percent in recent months,
while potato prices increased by
an average of 10 percent across
much of the country in August.

Although the national average
retail price of rice is lower than
a year ago in the Philippines, it is



still about 50 percent higher than
in March 2007 (see Figure 2). The
Philippine government has
forecast paddy production this
year to increase by nearly
4 percent to over 17 million
tonnes, reducing dependence
on imports.

Wheat prices averaged Afs 16.6
per kg in Afghanistan in mid-
August, compared to the July
average of Afs 16.5 per kg,
consistent with the very good
cereal harvest projected this year
and the negative trend in
international wheat prices (see
Figure 1). In Pakistan, wheat and
wheat flour prices declined in
Sukkur, Multan, Faisalabad and
Lahore in the third week of
August following government
announcements of subsidized
wheat flour sales during Ra-
madan. However, basmati and
IRRI-6 rice prices increased in
Sukkur and Quetta due to low
stocks and reduced supplies.

FAO’s Initiative on Soaring Food
Prices (ISFP) support and
national policy developments

Delivery of agricultural inputs has
been completed in Afghanistan,
Bangladesh, Cambodia, DPR
Korea, Mongolia, Pakistan, Sri
Lanka and Timor-Leste and
under way in Bhutan, Nepal and
the Philippines. Impact assess-
ments have been carried out in
Bangladesh and are expected to
be completed by September in
Afghanistan, Cambodia, DPR
Korea, Pakistan, Sri Lanka and
Timor-Leste.

The Philippines is to receive
a €6.4 million grant from the

European Commission (EC) to
increase domestic food pro-
duction and strengthen social
safety nets for poor farming
communities in five provinces of
Mindanao - Maguindanao, North
Cotabato, Sultan Kudarat, Lanao
del Norte and Lanao del Sur.
Floods in Mindanao since July
2009 have caused P291.7 million
worth of damage to farming. The
Philippine Rice Research Institute
announced on 6 August formal
commercialization of a non-
genetically engineered, flood-
resistant rice variety which can
grow even after several days of
complete submergence.

Palm oil - a remarkable growth
story

Fastest growing agricultural
sector

The oil crops sector is one of the
most dynamic segments of
farming (see Figure 3), growing
almost twice as fast as all agri-
culture in the past two decades.'
Food demand in developing
countries accounted for half of
the increase in world output in
the last two decades, with South
and East Asia being the main
consumers (see Figure 4). As rising
incomes have shifted dietary
preferences towards energy-rich
foods, consumption of oil crops
and its products in developing
countries has grown from
4.9 to 10.4 kg/person/year in
oil equivalent over the three

decades till 2001. FAO projects
vegetable oils will account for
38 percent of the increase in
dietary calorie consumption by
2050.2

Palm oil - Asia is main producer
and exporter

Edible palm oil, extracted from
the fruit of the palm free, is one
of the two main vegetable oils
in the world and its production
may have surpassed that of
soybean oil with the United
States Department of Agriculture
(USDA) estimating global palm oil
production of 42.8 million tonnes
during 2007-08.3 Asia is the big-
gest palm oil producer (see
Figure 35).

During 2007-08, Indonesia, with
19.5 million tonnes, was the
world's largest palm oil producer,
followed by Malaysia with 17.7
million tonnes, the two nations
accounting for 87 percent of
world output.* The Southeast
Asian nations are also the main
exporters, with 15.3 and 14.6
million tonnes of annual exports
respectively in 2007-08, mainly
destined for India, China and the
European Union.

A profitable crop

Growing health consciousness
has increased demand for palm
oil which is also used as a non-
food ingredient in the manu-
facture of soaps, detergents,
cosmetics and toiletries. Recent

' World agriculture: towards 2030/2050, Food and Agriculture Organization of the

United Nations, 2006
2 |bid

3 Crop Explorer, USDA, 2008 http://www.pecad.fas.usda.gov/cropexplorer/cropview/
CommodityView.cfmestartrow=218&cropid=4243000&selected_year=2008
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Figure 3: World production of major oil crops
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Figure 4: Oil crops & edible oils consumption

Figure 5: Palm oil production in Asia
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years have seen growing use of
palm oil for biodiesel production.

In the two main producing na-
tions palm oil production enjoys
several advantages including
relatively high yields, low pro-
duction costs and state policy
support to the sector. It has been
estimated that palm oil has the
lowest per unit production cost,
followed by soy oil which is
20 percent costlier to produce.

However, the main advantage to
palm oil production comes from
active state intervention in
creating a favourable economic
environment in the form of easy

access to land, subsidies for
plantation establishment, encour-
agement to foreign commercial
investment and the creation
of processing and marketing
infrastructure. Long-term loans at
below-market rates together with
the supply of improved seeds
and fertilizers to smallholders
have increased the area under
smallholder palm plantations by
2 million hectares since 2000.
Smallholder plantations comprise
more than 40 percent of the total
palm crop.

Palm oil production has soared
by more than 170 percent in
Indonesia over the past decade,

Source: FAO Regional Office for Asia and the Pacific

making it the country's most
important farm export.> Sumatra
accounts for three-fourths of the
country's mature palm area and
80 percent of production. In
recent years, palm plantations
have spread rapidly to Kali-
mantan and Sulawesi, growing
respectively at 13 and 8 percent
annually in the two regions.

Prospects for future growth

Following a record spike during
2007-08, palm oil prices have
dropped by more than 50 per-
cent over the past year (see
Figures 6 and 7). This, together

> USDA
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Figure 6: International palm oil prices

Source: FAO Regional Office for Asia and the Pacific

with the international credit crisis,
has affected market sentiment
and analysts expect a slowdown
in palm oil expansion in the
coming years. However, global
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China

edible oil demand is growing
and palm oil prices, despite
falling steeply, are still well above
reported production costs of
US$400 per hectare in Sumatra.
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Figure 7: Palm oil prices in Asia
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Palm oil production, though,
faces environmental roadblocks
with growing resistance in
developed nations o converting
rainforests into palm plantations.



