Anatomy of a
Global Food Price Spike

Both long- and short-term supply and
demand factors played a role...

Slowing growth in global agricultural production Rising fuel prices and production costs Poor weather

Exporter policies

Growth in global grain and oilseed Fuel prices rose more sharply than food prices Poor weather reduces 2006 and 2007 harvests
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During 2007 and 2008, short and long hedging and
speculative activity increased in futures markets for
most agricultural commodities. How and to what
degree futures trading activity may have influenced
commodity markets during this period are topics of
ongoing research.
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Importer policies

In 2007-2008, some countries adjusted policies to
promote imports to help stabilize domestic supplies
and prices:

« India, Indonesia, the EU, Thailand, and Korea

ImportSiRSICIE reduced import tariffs.

Rising demand for biofuels

Depreciating dollar and rising foreign reserves RiSing demand for biofuels

Demand Factors : .
Use of grains, sugarcane, and vegetable oils to

produce ethanol and biodiesel added to demand
side pressures. While the share of cropland used
to produce biofuel feed stocks remained small—
about 3-4 percent of arable land in the major
biofuel producing countries in 2007— biofuel uses
accounted for important shares of growth in crop
area during 2003-2008.

Reduced stockholding of grains and oilseed

Strong growth in global food demand

Strong growth in global food demand Reduced stockholding of grains and oilseeds Depreciating dollar and rising foreign reserves

Rapid growth in global biofuel production

Faster income growth in developing Prices did not During 2002-2007, global grain and oilseed Depreciating U.S. dollar strengthens during 2003-08
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(XY 4 ERS provides the primary economic analysis behind USDA's forecasts for agricultural products in U.S. and global mar- For more information, see the ERS Website:
(X X ) kets. ERS analyzes short-term market developments, and develops long-term projections for global supply and demand ERS market outlook publications, www.ers.usda.gov/Publications/Outlook/
o00 for major commodities. ERS also conducts research on key developments in U.S. and global agricultural markets. Agricultural Baseline Projections, www.ers.usda.gov/Briefing/Baseline/
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