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The Rising of Global Grain Prices and the Influence on China

Executive Summary

Since July of 2012, several important grain production areas, including
the United States and Eastern Europe, have suffered synchronized
drought, leading to the soaring of international grain prices. High
frequency of extreme weather is the direct fuse that causes soaring grain
prices, the imbalance between grain supply and demand is the
fundamental reason, and the financial development trend of agriculture
also adds fuel to the fire.

Compared with the 2007 global food crisis,the current round of rising
grain prices show the following features: first, the prices of wheat and
rice have been relatively stable; second, industrial demand for grain has
decreased; third, international capital speculation has not dominated the
market. As a whole, the current soaring grain prices are unlikely to result
in global food crisis.

In the short term, global grain prices will remain high and volatile, and
they are expected to return to steady in the medium and long term. The
rise of grain prices may lead to a imbalance in the pattern of global food
supply, push up the level of inflation of the U.S., impact the internal
stability of some grain-importing countries and thus become a drag on the
global economic recovery.

Due to an adequate stock of grain and a high degree of self-sufficiency in
China, the current round of rising food prices will not lead to an overall
rise in domestic food prices, but the structural effect on soybean and corn
prices will be significant. The following suggetions may be suitable for
China to deal with such influence: first, to ensure food security; second,
to improve agricultural market regulation means and strengthen the
monitoring on prices of agricultural products.
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