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Russia banned grain export because of
drought

On 5 August, one of the largest grain exporters Russia declared that it banned
grain export after it lost 20% of wheat crop because drought and fires. This ban
will be in force from 15 August to 31 December and if it will be necessary, the
ban can be extended till the next year.

For the higher wheat price, which has increased in 8.3% more on 5 August, Chi-
cago Board of Trade can declare that Americans and Europeans can have to
pay a bit more for bread. Analysts say that this load will be for people from Mid-
dle East, Africa and some Asian states.

Despite Russian Minister of Agriculture requirement to allow exporting grain,
when announcing the ban, Prime Minister Vladimir Putin said: “We need to pre-
vent a rise in domestic food prices, we need to keep cattle number and build
up the reserve for the next year. As the saying goes: reserves don’t make your
pocket heavy”.

Premier declared that Russia will take the decision whether to expand the ban
to 2011 after the harvest.

Despite the ban, Russian farmers have not many prompts to export, because
grain prices in Russia have increased faster that in world markets.

Before announcing the ban, Russian Grain Association said that it is expected
that the export will decrease from 21,4 million tons in 2009 to 15 million tons
this year, but SovEcon consultants saw export’s decrease even to 12 million
tons, and other analysts — even more.

Analysts say that high prices of wheat will be felt most painfully in Middle East,
Africa and some states of East Asia or there, where government subsidies food
prices.
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The UN's Food and Agriculture Or-
ganization cut its wheat produc-
tion forecast Wednesday by 3.7 per
cent to 651 million tonnes from its
forecast of 676 million tonnes in
June, but said fears of another food
crisis were "not justified at this
point" because of existing large
global stockpiles of wheat.

Still, it said world commodity sup-
plies remain "more balanced" than
during the crisis in 2007-08, when
wheat peaked above $13 a bushel.

Wheat prices have risen more than
80 percent since early June and
notched their biggest monthly
gain in July in at least 51 years.
Prices for September delivery shot
up 60 cents, or 8.3 percent, to
$7.8575 a bushel Thursday, the
maximum one-day jump allowed.
December wheat jumped 55.75
cents, or 7.4 percent, to $8.1125 a
bushel.



