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CURRENT WHEAT SUPPLY

e Overall, aggregate regional production for MY 2017/18
(March 2017-February 2018) is estimated to be 66
million metric tons (MMT), about two MMT less than
MY 2016/17, with carry-over stocks remaining almost
unchanged. While lower than MY 2016/17, production
and opening stocks are still greater than the five-year
average. The regional net supply is below MY 2016/17
levels but remains 11 percent greater than the five-
year average (Figure 1, 2).

e  Pakistan and Kazakhstan, the main regional exporters,
are expected to have smaller harvests in MY 2017/18
as compared to MY 2016/17 (Figure 3). Production in
Pakistan will be marginally lower, due largely to dry
conditions during planting. Wheat production in
Kazakhstan is estimated to be one MMT lower than
MY 2016/17 levels due to a decrease in harvested area
devoted to wheat.

e  ProductioninIranis expected to decrease this year but
remains slightly higher than the five-year average.
Together, Pakistan, Kazakhstan, and Iran comprise
nearly 80 percent of regional wheat production (Figure
4).

e Consecutive years of favorable production have led to
carry-over stocks that are 24 percent above the five-
year average in the region. Carry-over stocks in
Afghanistan increased by 230,000 metric tons (MT)
compared to MY 2016/17 levels after an increase in
procurement and donations from regional neighbors
Uzbekistan and India. Carry-over stocks were 60
percent higher than the five-year average in Pakistan.
The government of Pakistan has prioritized wheat
procurement, offering attractive prices to farmers,
which has resulted in record high government-owned
stocks (USDA). Carry-over stocks were lower than
average in Kyrgyzstan and Turkmenistan but regional
stocks are estimated to remain almost equal to MY
2016/17 levels.

Figure 3 Change in wheat production in 2017/18 compared to
previous year and five-year average
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e  Production in structurally deficit countries of Kyrgyzstan, Tajikistan, and Uzbekistan are expected to remain largely
unchanged from MY 2016/17. Production in Afghanistan is expected to be 6 percentage points lower than last year,
making it the country’s smallest production since MY 2011/2012 (Figure 3, 4).

CURRENT PRICE TRENDS

e  Wheat grain export prices in Kazakhstan, the region’s largest exporter, have been stable since the start of 2017 (Figure
5). However, prices were six percent lower than last year and 27 percent lower than the five-year average. Regionally
and globally, wheat prices have generally been low since 2015, as a result, farmers have been devoting less space to the
crop in order to increase their margins by diversifying and planting other crops (USDA) (Figure 6).
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e Wheat trade from surplus-producing Pakistan to structurally-deficit Afghanistan is expected to be below-average in MY
2017/18. The change is attributed to high government procurement prices in Pakistan and increased border closings due
to security threats, both of which appear to be reducing the flow of wheat flour into Afghanistan. As a result, wheat flour
exports from Pakistan to Afghanistan for the MY 2017/18 are expected to be 400,000 MT, compared to a three-year
average of 633,000 MT (USDA).

e In Afghanistan, wheat grain and flour prices were stable throughout the harvesting period between July and August 2017.
Wheat grain average prices in July 2017 were stable compared to their respective 2016 values, but seven percent higher
compared to the five-year average. The average price of wheat flour in July 2017 was seven percent lower than July 2016,
and stable compared to the five-year average (Figure 5).

e The value of Tajikistani Somoni (TSJ) has remained stable in 2017 after depreciating persistently in 2015. Wheat flour
prices in Tajikistan are still 16 percent above the five-year average.

PROJECTED WHEAT MARKET TRENDS FOR 2017/18

Regional trends Figure 5 Central Asia wheat grain prices
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Figure 6 Projected international commodity price index, 2014-
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over stocks in Afghanistan are expected to contribute
to similar wheat grain and flour prices as last year, and
near average in nominal terms. Wheat grain prices typically increase slightly during the beginning of the lean season,
from January to April (Figure 8).

e In Tajikistan, wheat prices are projected to be stable through February 2018, though may be slightly higher than last year
and the five-year average (Figure 8).
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Figure 7 Wheat price projections in structurally-surplus countries
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Figure 8 Wheat price projections in structurally-deficit countries
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EVENTS THAT COULD CHANGE THE OUTLOOK

Based on the estimated available supplies and expected market trends, the region is expected to experience stable and low
prices over the 2017/18 outlook period. However, there are some events that could potentially change this outlook.

Area Event Impact on market outcomes
Kazakhstan, Kazakhstan e Kazakhstan is a main regional exporter. From January through February 2017,
Afghanistan, extensively Kazakh exported 180,246 MT of wheat flour to Afghanistan, 87,370 MT to Uzbekistan
Tajikistan, exports to and more than 5,000 MT to both Tajikistan and Turkmenistan. If other countries
Turkmenistan, | other outside of the region compete for Kazakh wheat, exportable surpluses will decrease
Uzbekistan countries and prices within the region will increase. China’s demand in recent years for Kazakh
outside wheat has increased. According to Kazakh Customs Statistics Office, Kazakh wheat
Central Asia flour exports to China from January to February 2017 increased 173 percent
compared to the same period in 2016 (USDA).
Regional Export/import | e Kazakhstan has, in the past, devalued its currency to promote exports (i.e. 2014 when
polices in the the national currency was devalued by 20 percent). However, in mid-2015, the
region Central Bank decided to allow the currency to float which led to depreciation in 2015.
If Kazakhstan's Central Bank manipulates its currency, there could be implications for
the price of wheat and wheat flour for countries dependent on Kazakh wheat
exports.
e Whether the government of Pakistan provides a subsidy, as it has in past years,
would have implications for wheat exports to Afghanistan.
e In the past, Pakistan has implemented a temporary regulatory duty between 40 and
60 percent on wheat imports to protect the domestic market from lower-priced
wheat imports.
Regional Exchange e International commodity prices have been driving currency depreciations in many
rates Central Asian countries and are expected to stabilize (World Bank Commodities Price

Forecast). However, a continued decrease in commodity prices would put downward

pressure on the regional currencies and reduce the purchasing power of wheat
importing countries, namely Afghanistan and Tajikistan.

Afghanistan,
Pakistan

Conflicts and
its impacts on
trading routes

two of the main border crossings between Afghanistan and Pakistan, Chaman and
Torkham, prompted a temporary shutdown of the border crossings. Both are

Conflicts and political tension between Afghanistan and Pakistan could disturb trade
routes in the region and disrupt wheat flows. In September 2017 suicide blasts at

important routes for wheat trade and are frequently targeted.

Regional

El Nifio effects

this time of year could fall within a wide range of possible outcomes. Regional

El Nifio Southern Oscillation (ENSO) conditions are expected to remain neutral in the
region during the wet winter season from October through December 2017.
Weather conditions are likely to remain near-average, however, precipitation during

precipitation levels are highly dependent on storm patterns. An anomalous winter
wet season could affect next year’s harvest, stocks, and prices.
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MARKET MONITORING INDICATORS FOR 2017/18 MARKETING YEAR

Based on the projected regional wheat availability, as well as prices over MY 2017/18, market conditions will remain generally
stable across Central Asia. The following are key indicators that are recommended for ongoing monitoring that may affect
the evolution of markets.

Indicator Justification
Harvest prospects in | The harvest in northern Kazakhstan continues until the beginning of October, as a result, final
surplus  producing | production figures are not known yet but are likely to affect regional trade.
countries

Export parity prices

Prices in hub markets, particularly in exporting markets such as Lahore and Karachi in Pakistan and
Aktau port in Kazakhstan will have implications for regional prices and trade.

Import parity prices

In Afghanistan, high and low-quality wheat flour prices are important in urban markets as
households tend to purchase more wheat flour than wheat grain. However, wheat grain prices
will be a good indicator for rural markets and agricultural laborers working in exchange of wheat
grain.

marketing and trade
policies

Global commodity | Global commodity prices could affect the value of domestic currencies, transportation costs, and
prices purchasing power.

Remittances in | Remittances make up a significant proportion of Tajikistan’s GDP and affect the country’s
Tajikistan purchasing power and currency.

Government grain | The Government of Pakistan is heavily involved in regulating wheat prices in domestic markets

through relatively high “producer support prices”. Production and regional trade levels may
depend on whether the government chooses to maintain support prices or to decrease for the
coming year.
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Annex I. Central Asia Wheat Balance Sheets and 2017/18 Pro

ections by Country (000 MT)

5-year %
Average % change | change | Change | Change 5-
Country Item 2016/17 (2012/13- | 2017/18* | over one over 5- one year
2016/17) year year year average
average

Afghanistan Production 4,554 4,955 4,281 -6% -14% 3 c
Afghanistan Opening stocks 410 231 460 12% 99% Z Z
Afghanistan Supply 4,964 5,186 4,741 -4% -9% 3 3
Afghanistan Requirements 7,750 7,167 7,700 -1% 7% 3 3
Afghanistan Net supply (2,786) (1,981) (2,959) 6% 49% 3 Z
Afghanistan Self-sufficiency 0.64 0.73 0.62 -4% -15% 3 c
Iran Production 15,500 14,360 15,000 -3% 4% 3 3
Iran Opening stocks 8,416 5,915 6,816 -19% 15% c Z
Iran Supply 23,916 20,275 21,816 -9% 8% 3 3
Iran Requirements 18,100 17,280 18,350 1% 6% 3 3
Iran Net supply 5,816 2,995 3,466 -40% 16% c Z
Iran Self-sufficiency 1.32 1.17 1.19 -10% 2% < 3
Kazakhstan Production 15,000 13,105 14,000 -7% 7% 3 3
Kazakhstan Opening stocks 2,599 3,406 3,974 53% 17% Z Z
Kazakhstan Supply 17,599 16,512 17,974 2% 9% 3 3
Kazakhstan Requirements 6,900 6,840 6,900 0% 1% 3 3
Kazakhstan Net supply 10,699 9,672 11,074 1% 14% 3 Z
Kazakhstan Self-sufficiency 2.55 241 2.60 2% 8% 3 3
Kyrgyzstan Production 700 702 700 0% 0% 3 3
Kyrgyzstan Opening stocks 136 206 101 -26% -51% c c
Kyrgyzstan Supply 836 908 801 -4% -12% 3 c
Kyrgyzstan Requirements 1,310 1,277 1,325 1% 4% 3 3
Kyrgyzstan Net supply (474) (369) (524) 11% 42% Z Z
Kyrgyzstan Self-sufficiency 0.64 0.71 0.60 -5% -15% 3 c
Pakistan Production 25,600 24,870 25,200 -2% 1% 3 3
Pakistan Opening stocks 3,829 2,709 4,354 14% 61% Z Z
Pakistan Supply 29,429 27,579 29,554 0% 7% 3 3
Pakistan Requirements 24,500 24,280 25,400 4% 5% 3 3
Pakistan Net supply 4,929 3,299 4,154 -16% 26% S z
Pakistan Self-sufficiency 1.20 1.14 1.16 -3% 2% 3 3

Source: FEWS NRISDA PSD, USDA FAS Islamabad, USDA FAS Astana, FAO GIEWS, Republic of Afghanistan Ministry of Agriculture
LivestockPakistan Bureau of Statistic
Notes: * indicates estimates. » denotes less than or equal to 10 percent change; A denotes greater than 10 percent increase; ¥ denotes greater than
10 percent decrease.
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5-year %
Average % change | change | Change | Change 5-
Country Item 2016/17 (2012/13- | 2017/18* | over one over 5- one year
2016/17) year year year average
average

Tajikistan Production 793 807 850 7% 5% 3 3
Tajikistan Opening stocks 559 436 534 -4% 22% 3 Z
Tajikistan Supply 1,352 1,243 1,384 2% 11% 3 Z
Tajikistan Requirements 1,925 1,817 1,960 2% 8% 3 3
Tajikistan Net supply (573) (574) (576) 1% 0% 3 3
Tajikistan Self-sufficiency 0.70 0.68 0.71 1% 3% 3 3
Turkmenistan Production 1,600 1,401 1,600 0% 14% 3 Z
Turkmenistan Opening stocks 363 583 313 -14% -46% c c
Turkmenistan Supply 1,963 1,985 1,913 -3% -4% 3 3
Turkmenistan Requirements 1,290 1,390 1,390 8% 0% 3 3
Turkmenistan Net supply 673 595 523 -22% -12% c c
Turkmenistan Self-sufficiency 2 1 1 -10% -4% 3 3
Uzbekistan Production 4,320 4,206 4,320 0% 3% 3 3
Uzbekistan Opening stocks 2,512 1,922 2,512 0% 31% 3 Z
Uzbekistan Supply 6,832 6,128 6,832 0% 11% 3 Z
Uzbekistan Requirements 9,700 8,870 9,900 2% 12% 3 Z
Uzbekistan Net supply (2,868) (2,742) (3,068) 7% 12% 3 Z
Uzbekistan Self-sufficiency 1 1 1 -2% 0% 3 3
Region Production 68,067 64,406 65,951 -3% 2% 3 3
Region Opening stocks 18,824 15,409 19,064 1% 24% 3 Z
Region Supply 86,891 79,815 85,015 -2% 7% 3 3
Region Requirements 71,475 68,921 72,925 2% 6% 3 3
Region Net supply 15,416 10,894 12,090 -22% 11% 3 z
Region Self-sufficiency 1 1 1 -4% -1% 3 3

Source: FEWS NRISDA PSD, USDA FAS Islamabad, USDA FAS Astana, FAO GIEWS, Republic of Afghanistan Ministry of Agriculture
Livestock, Pakistan Bureau of Statistit
Notes: * indicates estimates. » denotes less than or equal to 10 percent change; A denotes greater than 10 percent increase; V¥ denotes greater than
10 percent decrease.
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Annex 2: Rice supply, prices and outlook

e Rice is the second most important staple food in
Pakistan and Afghanistan after wheat. Nearly all of
Afghanistan’s rice imports come from Pakistan.
Pakistan is an important regional producer,
responsible for about 70 percent of regional
production, as well as an important international rice
exporter. According to the Government of Pakistan,
exports started off slightly below last year’s levels due
to high domestic prices, but are expected to increase
in the coming months and retain normal trend, even
slightly higher than MY 2016/17.

e Rice production in Pakistan for MY 2017/18 is
estimated to remain stable and close to the five-year
average trend. In Lahore, a key rice trading market,
prices are seven percent lower than August 2016 levels
but stable along the five-year average trend (Figure 10,
11).

e Preliminary findings from FEWS NET field monitors
suggest that rice production will be near average for
MY 2017/18, though planted area has decreased
slightly. Both domestic and imported rice production
were stable in major markets. Prices in Pakistan are
expected to be above last year’s and trending very
close to the five-year average. Prices in Afghanistan
will remain similar to MY 2016/17 and above the five-
year average. Imported rice prices continue to be
significantly higher in Kabul, Herat, and Kandahar
where domestic rice supply falls short of demand and
people rely on imported rice (Figure 9).

Figure 11 Rice price projections in Pakistan and Afghanistan
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Flgure 9 Rice production status and prices

XU o) - N
\‘ Uzbekistan et f\\, \./“’(""WS G S A
~ :’E q
~ St .m.--\ o T rg?
N, .
> t Tajikistan L
S ) phb ! China
Turkmenistan b e ’ . :\_
— ) o . Y g
2 LT 4
oy )
it P
S0
S
\
i | 5 %
(= @) e S 5
3 2o - ‘n.\.\
4 4 S =5 |
N e /| Rice
\ A
. / % Change from 5
Iran | Pakistan J - = Year Average Prices
3 4 <=5
e K % 4to5
¢ 8. O to
) i s A =
= ® \ D 61015
i— e
Sk India | @ >15
A .
~, Average Production
£ S Status
e £
4 Deficit
0 180 360 540 720 - / Surplus
e ilometers {

Source: FEWS NE

Figure 10 Change in wheat production in 2017/18 compared to
previous year and five-year average
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