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Continued drought poses threat to European

corn growers

Over three months of drought in Europe has undermined three biggest Euro-
pean corn growers: England, France and Germany. According to specialists, this
April was the hottest and driest in England since the beginning of meteorological
observations — England has not seen such drought for more than 300 years. The
same situation is in France, which had not experienced such drought for 50
years, and in Germany, where the lack of rain poses danger to fields of rape.
England, France and Germany are the biggest corn growers in Europe. Their har-
vest is in danger, because meteorologists have not cheered the growers from
these countries yet — no rain forecast for these countries in the short run.

It is publically speculated about decreasing grain resources. The remaining small
amounts of last year harvest cannot meet the market of active export. These
countries have exported a big part of corn harvest last year, which was the rea-
son of increased prices in domestic markets and decreased resources.

France, where the level of groundwater is below the norm by 68% because of
drought, and several other EU countries having supported it (Belgium, the Neth-
erlands, Germany, Spain) have already appealed to the European Council with
the request to allow to pay direct allowances earlier and pay 80% advance sur-
charge for suckler cows, because not only corn harvest, but also feed for animals
are vanishing. Direct allowances paid earlier to the farmers of Western Europe
would slightly help compensate the consequences of this year's drought, how-
ever that would solve the problem only partly and only in case, if there are no
natural disasters this year.

“Though it is too early to speculate about possible drought loss, there is no
doubt drought will affect grain harvest and prices, that will most probably in-
crease” —said Vladas Bagavicius, Chairman of the Board of one of the biggest agri-
cultural investment and development companies in the Baltic States AB
“Agrowill Group”.
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Lithuanian Institute of Agrarian Eco-
nomics (LIAE) has prepared long-
term concept of Lithuanian stock-
raising development strategy up to
2020, as discussed and approved by
the Ministry of Agriculture

External factors of development of
stock-raising sector

The most important external factors,
influencing the development of stock-
raising sector, is population, economic
growth (or Gross Domestic Product),
inflation, means of EU GAP.

It is predicted that during the period of
2008-2020, the population will annu-
ally increase by 1.1% on average. The
growth of population in EU countries
will reach 0.1% up to 2013, however it
is believed that in 2013-2020 the popu-
lation will stop growing.

While in Lithuania, 0.5% average de-
crease of population every year was
observed in 2000-2009 because of in-
tensive emigration and decrease of
natural change. For the period (2010-
2020), a bit smaller, 0.33%, average
annual decrease of population is pre-
dicted. There is an assumption that
negative rate of demography will de-
crease with the growth of living stan-
dards.

Continuation on page 6
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GRAIN AND RAPES MARKET

Procurement prices of wheat and feed-
ing barley were slightly higher this May
than a year before. Wheat was bought
at 850.8 LTL/t in the beginning of May
in 2011 (18th week (05 02 08)) in
Lithuanian grain procurement compa-
nies — at the price higher by1.8%, com-

pared with the price in the beginning
of April (14th week (04 04-10)). Average
feeding barley (Il class) procurement
price has increased by 0.8% (up to
681.6 LTL/t) during the mentioned pe-
riod.

Ukraine’s ambitious plans of return to the world grain market

Ukraine plans to highly increase the
volumes of grain export in 2011-2012
harvest year compared with 2010-2011.
The first step was the decision to cancel
quotas of maize export, taken during
the meeting in the Ukrainian Ministry
on 27™ of this April. In 15-20 of May,
2011, the Ministry planned to discuss
the possibility to fully cancel export
quotas of other grains.

Ministry of Agrarian Politics and Food
of Ukraine plans to export 19-20 million
tons of grain in 2011-2012 harvest year.
Out of the grain, wheat would made 8-
9 million tons, maize — about 4 million
tons, and barley — 5-6 million tons. This
forecast should be corrected in the
middle of May, when sowing is com-

pleted.

According to tentative data by “APK-
Inform” agency analysts, grain harvest
in Ukraine should reach 43.4-48.7 mil-
lion tons in 2011-2012.

It is planned that wheat harvest will
make 19.3-23 million tons, barley har-
vest — 9.2-9.9 million tons. It is ex-
pected that volumes of maize produc-
tion may make 12.7-13.4 million tons,
making it the biggest harvest during
the last 12 seasons.

Ministry of Agrarian Politics and Food
of Ukraine plans that total grain harvest
in the country should make about 80
million tons up to 2017. It is expected
to reach this priority target by increas-
ing the productivity of corny crops.

Weekly average grain and rape procurement prices in Lithuania LTL/t (VAT not included)

Wheat 4235 420,20 853,50 850,00 888,10 887,00 851,80 850,80 -4,10 4,1 101,1 102,55
Iclass 429,4 425,99 877,80 874,60 917,60 916,30 870,10 869,70 -5,20 5,1 102,7 104,2
llclass 409,2 404,70 876,60 874,60 964,10 963,60 877,80 876,90 -9,00 -9 1145 116,7
Il class 418 414,20 783,60 773,90 801,30 799,10 829,20 823,40 3,50 3 98,4 98,8
other 424,6 423,00 814,90 810,60 812,90 812,00 812,20 811,40 -0,10 -0,1 91,3 91,8
Rye 303,7 297,10 - - - - - - - - - -
Iclass 305,7 300,30 - - - - - - - - - -
Ilclass  303,3 296,50 - - - - - - - - - -
Barley 3714 371,70 670,10 669,90 683,20 683,20 681,60 681,60 -0,20 -0,2 83,5 83,4
Iclass 3385 337,60 773,50 773,50 675,40 675,4 - - - - - -
llclass 366,7 366,10 66530 665,10 683,30 683,30 681,60 681,60 -0,20 -0,3 85,9 86,2
malting 400 404,20 - - - - - - - - - -
Oats 231,8 228,70 - - - - - - - - - -
Triticale 3414 334,30 751,00 750,90 749,70 743,80 697,70 697,70 -6,90 -6,2 104,3  108,7
Corns - - 851,80 851,80 852,20 852,20 839,00 839,00 -1,50 -1,5 - -
Peas 537,6 525,30 1.061,00 1.059,80 962,70 959,10 - - - - - -

*price without applied (before the cleaning and drying) and bonus Source: ZUMPRIS
** the price applied (after cleaning and drying) and the premium

*** compared to 2011 18 weeks to 17 weeks

#*x% compared to 2011 Week 18 of 2010 Week 18

Source: AGRO rinka Nr. 8 (158)/2011 m.




4.5% bigger harvest is predicted in the world in
2011-2012 harvest year

IGC analysts predict that grain con-
sumption in the world should increase
by 1.5% and make 1,818 million tons in
2011-2012, compared with 2010-2011.
Such increase would be smaller than
the last year, as the slowdown in indus-
try sector is expected. In the case of
lack of maize demand, production of
USA ethanol may remain at the level of
2010-2011.

IGC assumes that world grain trade
should increase up to 247 million tons
(there were 243 million tons in 2010-
2011) up to the end of 2011-2012 trad-
ing year. That would be the biggest
amount since 2008-2009. The in-

creased wheat trade is believed to
compensate and exceed the expected
small maize trade decrease due to high
prices.

IGC analysts predict that grain re-
sources in the world would decrease
again in the end of 2011-2012 due to
consumption bigger than the pre-
dicted harvest and would make 334
million tons at the end of the season,
and that would be 2.6% less than in
2010-2011. Grain resources in the main
grain exporters (Argentina, Australia,
Canada, EU, Kazakhstan, Russia,
Ukraine and USA) should remain the
same and make 108 million tons.

World wheat balance in million tons

2007-2008 20082009 20092010 20102011

Production 609 686
Trade 110 137
Consumption 613 639
Resources 122 168
Export 41 65

*evaluated export of the main countries exporters (Argentina, Australia, Canada, Kazakhstan, Russia, Ukraine

and USA)
**|GC forecast

According to data by German analysts
“Oil World”, rape harvest in EU in 2011-
2012 harvest years may drop down to
19.5 million tons, that would be 5.3%
less, compared with 2010-2011. Experts
have announced that forecast of rape
harvest is reduced because of drought
in this spring and loss of winter rape
crop. Other experts of the market pre-
dict even smaller EU rape harvest. Ac-
cording to their calculations, it can
make 19.2-19.4 million tons.

2010-2011.

2011-2012%*
(04.20)
679 650 672
128 122 126
648 662 672
199 186 186
74 59 61

Source: AGRO rinka Nr. 8 (158)/2011 m.
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Prime Minister of Russia Vladimir Putin
announced on Saturday that Russia
will cancel the ban to export grain
from the 15 July.

Russia has gathered 60.9 million tons
of grain in 2010, or almost 40% less,
compared with 2009, because of ab-
normal heat that destroyed the big
part of crops.

Russia has imposed the ban to export
grain in August, 2010, as a reaction to
bad grain harvest. Drought has burnt
out up to third of wheat crop in the
country. At first, the ban was imposed
up to the end of the year, but later
extended.

Ukraine, Russia to lift grain export
bans

Russian Prime Minister Vladimir Putin
and Ukraine President Viktor Yanuko-
vych said their nations will lift their
ban on grain exports on July 1.

Russia banned exports of wheat, bar-
ley, rye, corn and flour in August 2010
after a drought and heat wave cut the
nation’s grain production by 37%.
Spring planting this year was 10%
higher than last year at 24 million hec-
tares, the winter wheat harvest is pro-
gressing well and there is every rea-
son to believe there will be a good
grain harvest this year, according to
First Deputy Prime Minister Viktor
Zubkov.

Zubkov said the nation’s intervention
fund has more than 6 million tonnes
of grain, and if prices begin to grow,
customs and tariff regulations can be
applied.

Putin directed the agriculture ministry
and other ministries and financial ins-
titutions to provide all the necessary
support to agricultural producers.
Ukraine is forecasting a 15% increase
in its harvest to 45 million tonnes. This
will allow for 20 million tonnes of
grain to be exported in the marketing
year that starts July 1. Yanukovych
said in an interview on May 26 that he
planned on signing legislation into
law that will replace export quotas on
corn, wheat and barley set in October
2010 with duties. He said the duties
may be cut in 2012. Corn export
quotas ended May 5.



