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Drought of Argentina pushes up global food prices
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= The world's third-largest
corn and soybean exporter
Argentina was said to have
the

drought in decades, resulting in a sharp

suffering  from worst
rise in global food prices and triggering
a domino effect to push up the animal
feed costs. It was reported that a num-
ber of animal feed manufacturers in the
reduced  the

country had already
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two-thirds of the soybean belt in Argenti-
na was short of moisture, resulting in
yield reduction compared with previous
years. The local farmers said that only
one-fourth of the usual rainfall was re-
corded this year, and the soybean and
corn plants stood at only half their typi-
cal height and the size of corn ears was
just 70% of the normal size. It was also
expected that soybean production would
reach only one-third of the normal level
this year.

The stable climate and introduction

of genetically modified crops over the
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past few years had contributed to the ex-
cessive yields of corn and soybean such
that the global food prices would not
casily be affected simply because of Ar-
gentina's crop failure. However, areas
such as the great plains of the midwest-
ern U.S. and the South Africa were also
threatened by severe droughts, leading
to a dramatic decline in global stocks of
corn and soybean and consequently the
buyers' snapping up of markers of food
products and a sharp increase of crop
prices. Last Friday, the futures of soy-

bean meal and soybean hit a record

high since last summer, while the corn
prices also burst into the highest level
over the past 8 months.

Argentina is also the world's largest ex-
porter of soybean meal, accounting for
48% of the global production. Because
of the crop failure this year, it might
need to import soybean meal from its
neighboring country Paraguay to meet
domestic demand. On the other hand,
the soaring feed prices will bring about
a long-term impact on global livestock
farming. Stefan Vogel, head of agricul-

tural commodity rescarch at Rabobank,
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said whether Argentina could export
enough animal feed to meet global de-
mand would be of prime importance.
Overseas manufacturers have been
searching for sources of corn and soy-
bean outside Argentina, among which
the U.S. is one of the beneficiaries. Ex-
porters in the U.S. have sold nearly
12.5 million tonnes of corns over the
past 7 weeks, making it the busiest sale
season in 23 years. Taking advantage of
the climbing prices, the U.S.
farmers described that "it's ba-
sically been a gift".
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