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DROUGHTS have played a major role in the rise in commodity food prices during 
the past six months.  

That's nothing out of the ordinary given the craziness of the world's, and our, weather in 
recent years.  

But when it is China that goes into drought, the world should tremble in fear. Or if you're 
a grain grower, plant as much grain as humanly possible and stand back and watch the 
revenue come home.  

What's of interest is how a country that has such a massive impact on world food 
production and demand manages the messages about a major drought.  

News has seeped out of China about the magnitude of the drought, considered the worst 
in decades.  

Large swathes of China have had almost no rain since October, affecting millions of 
hectares of crops and leaving many people short of drinking water. 

China is the elephant in the room in global grain markets but is generally able to feed its 
own with wheat.  

It produces about 15-20 per cent of world supplies but still imports significant amounts.  

China reckons slightly more than a third of its grain regions are directly affected by the 
current drought, but it has about 60 million tonnes in stockpiles for food-security reasons.  

A drought doesn't mean it has to import a lot more grain. 

But if the drought continues or cuts deeper into yields, China could quickly find itself 
with less than a year's feed on hand.  

And when that translates into radically higher import orders, the world market will get 
scared. Watch the United Nation's Food and Agriculture Organisation's food cost index 
go off the scale then. 

But its government is steadfastly keen to communicate the message that this disaster 
won't affect its grain situation, and that it has plenty left in storage until it rains again.  



The Chinese leadership is facing mounting pressure from its people about the rising cost 
of food.  

The government doesn't want to spook the world market into spiking the grain price past 
2008 levels, especially if it starts to rely on significantly more grain for its food needs and 
blows out its cost of living. So there's quite a lot at stake in managing the spin.  

The official media is playing down the scale of the effect, claiming large parts of the 
affected areas were irrigated before the dry spell started, and claiming that volumes of 
grain in the worst parts will be down but not wiped out.  

The grain issue isn't just about grain as a human food - it has massive demand to feed the 
pigs and pork that provide a key component of its protein diet.  

The sensitivity to rising meat costs has sparked plenty of action in the way China has 
played in feed-grain markets.  

Fearing the scarcity and rising cost of US corn - propelled by the idiocy of the biofuels 
mandate - it switched focus to Australian sources of wheat. 

 


