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ROUND UP

FAQO's outlook ofglobal paddy production in 2008 has been revised upwards by 4 million tonnes, now
standing at 688 million tonnes (459 million tonneslled rice), representing an outstanding 4 percen
increase from 2007. The revision principally refteenore buoyant results than previously expected in
northern hemisphere countries in Asia, where thereharvesting of secondary crops has brough2@o8
season to an end.

Current forecasts faglobal paddy production over the on-going 2009 seas point to a mere 0.3 percent
expansion to 689 million tonnes (460 million tonnedled rice). Despite prospects of virtually nagth, a
replication of the 2008 results over the on-goif® paddy season would still stand out as an exdell
performance. While still subject to much uncertgigiven its dependence on the monsoon, Asia ecast

to gather 623 million tonnes of paddy in 2009, wrgied from the new estimate of output in 2008.
Afghanistan, Cambodia, China, Indonesia, the IggaRepublic of Iran, Myanmar, the Philippines, and
Vietnam are all anticipated to increase produciio009, while India, Irag, Japan, the Republidofea,
Pakistan, Sri Lanka and Thailand may face a cotidracRecent forecasts of below average monsoas rai
in India, in particular, have marred the countiyteduction prospects. The outlook is generally {paesiin
Africa, where some 25.6 million tonnes of paddy (16.8iamll milled rice) are forecast to be harvested in
2009, which would replicate the positive outcomehs# 2008 season. Production gains are anticigated
Egypt, Ghana, Madagascar, Mali, Mozambique, Nigé&fganda and Zambia, offsetting declines in Burkina
Faso, Chad, Guinea, Liberia, Niger, Senegal, Siemane and Tanzania. Ibatin America and the
Caribbean, paddy production is forecast to rise by 3 per¢er#t7.4 million tonnes. In Central America and
the Caribbean, expansions are expected in CubaDtmeinican Republic, Mexico and Panama. The
production outlook is mixed in South America, wgbsitive results anticipated in Bolivia, Brazil, idmbia
and Venezuela, while erratic climatic conditionsd dower price expectations depressed production in
Argentina, Guyana, Peru and Uruguay. In dlieer regions output is anticipated to rise in the European
Union (EU) and the United States. Although recaowgiin Australia, output there remains well shorpoé-
drought levels.

Global rice trade in_calendar 2009is foreseen to rebound by 3 percent to 31.0 miltmmes, owing to
both greater supplies in exporting nations and wedeimport demand from countries facing shortages
and/or high domestic prices. The expansion wouldab#itated by a partial easing of the policy rastts
that have restricted the flow of supplies on theerimational market since late 2007 and lower world
guotations. Among the largest single rice markBtazil, the EU, Iraq, the Islamic Republic of Irahg
Democratic Republic of Korea and Saudi Arabia axpeeted to step upmports. On the other hand,
deliveries to Bangladesh, Indonesia, Malaysia, Ndgand Peru may be cut, even sharply. The exparnsio
global rice trade is set to be fostered by incré@s@orts from Argentina, Egypt, India, Myanmar, Pakistan
and Vietnam. By contrast, high domestic prices stérg from the government intervention scheme have
eroded sales by Thailand, which, along with Camiadid the United States, are expected to face sharp
declines in sales over calendar 2009.

Following more buoyant 2008 production estimat@sQForecasts otlosing stocksat theend of marketing
years in 2009 have been raised to 119 million tennemilled rice equivalent, the highest level sirkO03
and 10 million tonnes above their opening level.chwf the annual increase in global carry-overkeces
boosted inventories in exporting countries, bueress in importing countries are also expecteddo b
bolstered in 2009. Based on the current forecastgldbal production in 2009 and world utilizatiom2010,
world carryover stocks in 2010 are forecast toease further to 124 million tonnes.

International rice prices have followed a downward trend since January yiear, reflecting sluggish
import demand and, since April-June 2009, the akrdf large 2008 secondary crops. The weakening was
reflected in the FAO All Rice Price Index whose uay-June average slid to 264 points, 23 pointstfow
than its corresponding 2008 level. However, ridegx diverged across the different market segmersisg
more ground in the case of Indica varieties, whiiees of both aromatic and medium grain rice wacge
resilient. Based on the current outlooks and bgrnmajor production setbacks and sudden changes in
government policies, the world rice market situatappears in a rather comfortable balance, espeaial
the light of the relatively large world rice resesvbuilt up in the past two seasons. As a resualtldwice
prices may continue to be under downward pressuifgei coming months
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INFORMATION UPDATE AS OF 25 JUNE 2009

. PRODUCTION

Virtually no growth in global paddy production expected in 2009

The 2008 paddy season has come to a full close with theesting of secondary crops in
northern hemisphere countries. Following the redeafsnew official figures, the world paddy
production estimate for the complete season has bmased upwards by 4.3 million tonnes,
resulting in an even larger global output of 68nhilion tonnes (459 million tonnes in milled
equivalent). Confirming the outstanding performaatthe season, the global production growth
rate for the year now stands at 4 percent, welvaloe average growth of 1.6 percent in the past
ten years, with 27 million tonnes more produceah tima2007.

Global Rice Paddy Production and Area World Paddy Production and Trend
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The adjustment to the 2008 global production egs@rpancipally reflects better crop results than
originally foreseen in Asiavhere important countries just finished harvestmmper secondary
crops. Revisions mainly concerned: Bangladesh g+thlion tonnes to 47.86 million tonnes),
Cambodia (+379,000 tonnes to 7.16 million tonn€d)ina mainland (-1.1 million tonnes to
191.9 million tonnes), Chinese province of Taiwah6(,000 tonnes to 1.46 million tonnes),
India (+2 million tonnes to 149 million tonnes),pda (+529,000 tonnes to 11 million tonnes)
and Thailand (+174,000 tonnes to 31.4 million t@)n®utput was also notably revised in
Africa: Ghana (+21,900 tonnes to 302,000 tonnes), Keriy@ Q00 tonnes to 45,000 tonnes),
Madagascar (-800,000 tonnes to 4.1 million tonnk&)zambique (-17,000 tonnes to 206,000
tonnes); in_Latin America and the CaribbeBolivia (+91,000 tonnes to 380,000 tonnes), Cuba
(+36,000 to 436,000 tonnes), Dominican Republic2(@@0 tonnes to 766,000 tonnes), Peru
(+75,800 tonnes to 2.77 million tonnes), Venezyetk90,000 tonnes to 1.36 million tonnes);
and in the_rest of the worldhe CIS Republics (-40,000 tonnes to 1.46 millionnes) and
European Union (+78,000 to 2.63 million tonnes).

Meanwhile, countries along and south of the eqiattine have already harvested their main
2009 paddy crops. In the northern hemisphere, the se&sdess advance as planting has
generally just been completed, with the exceptidnSouth Eastern Asian nations where
transplanting or seed broadcasting activities loanhg just begun with the arrival of the monsoon
rains. Given that many of the major producers areairly stages of crop development, prospects
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for the upcoming season remain uncertain. Baseth@melatively downbeat forecasts over the
South-East monsoon, global paddy production in 280fbrecastat 689 million tonnes (460
million tonnes in milled basis), only 1.8 milliororines above the revised 2008 estimate,
equivalent to a marginal 0.3 percent increase. Nostanding the lack of significant growth, this
would represent an excellent result, given thetaoting outcome of the 2008 paddy season.
Plantings over the 2009 season are now set to nemdne order of 160 million hectares; while
average Yyields are anticipated to hover aroundohBes per hectare.

Although Asia is expected to harvest slightly lowerdumes than in 2008, output gains are
anticipated in Latin America and the Caribbean,tN@merica and Europe, while Africa may
replicate the good 2008 production performancemt@s season. An upturn in output is also
anticipated in Oceania, although production ther® iremain well short of pre-drought levels.

A. ASIA

Unfavourable monsoon rain forecasts erase expectati of paddy production growth in the
region in 2009

The 2008 seasoOias been completed in Asia with the harvestingesbndary crops in northern
hemisphere countries. Based on preliminary cropltesthe full season production estimate for
the region has been revised upwards, now standifg®26 million tonnes (415.6 million in
milled rice equivalent), against the 601 milliombt@s produced in 2007. High prices coupled
with greater government incentives to
producers have translated into an
exceptional 4 percent growth in output,
driven by both area expansion and yield
S improvements. Gains were especially
600 evident in Bangladesh, where 2007 paddy
500 . . . . . production was topped by 4.45 million
400 tonnes. Significant increases were likewise
a0 [ | I L 1 o repqrted in _ China, Cam_bodia, Indonesia,
200 Pakistan, Sri Lanka and Viet Nam.

e . l I I I On the other hand, the 2009 season is well
]

advanced in Asian countries situated in the
e Ll e southern hemisphere. In the northern
B China  India WIndonesia  Bangladesh © Wiet Mam B Others hemisphere, p|anting Of thlS year’s main
crop has been already completed or just
commenced upon the arrival of the monsoon rainser@ production in the continent is
currently forecast at 622 million tonnes (415 roitlitonnes in milled basis), virtually the same as
in 2008. At the country level, gains are expectedAighanistan, Bangladesh, Cambodia
China mainland, the Chinese Province of Taiwan Indonesia Iran, the Philippines,
Myanmar andViet Nam, while output is anticipated to fall india, Iraq, Japan, the Republic
of Korea, Pakistan, Sri Lanka andThailand.

Rice Paddy Production in Asia

millian tonnes

! The 2008 paddy season includes production fronthsom hemisphere countries, such as Australia,lesia or
Malaysia, which harvested their main crops fromribaby to June 2008 and their secondary crops froiy td
October 2008. It also comprises output from northeemisphere countries, including their 2008 maiops,
harvested in the last quarter of 2008, as welhas secondary crops, harvested in the first Ha0®9.
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The 2009 paddy season is commencingAfighanistan amidst normal rainfall conditions.
Notwithstanding the generally positive weather ookl above average temperatures have been
registered since late January, which if sustaireddcaffect water availability for irrigation in
the upcoming months. Assuming a return to normalthe conditions, paddy production could
recover to 540,000 tonnes (362,000 tonnes in mitled equivalent), 35 percent above the
previous year’s drought affected level of 400,0@@nkes.

In Bangladesh the paddy season has come to a close with tvedtarg of the 2008 Boro crop.
According to official accounts, this third and mosportant crop of the season is to outstrip the
government’s targeted production of 18 million teanthanks to favourable growing conditions
and the launching of government incentives, whigmenmuch behind a 6 percent expansion of
area. As a result, Bangladesh’s 2008 productiotookithas been upgraded to a record 47.9
million tonnes of paddy (31.9 million tonnes in led rice equivalent), 10 percent above 2007
levels. As to the 2009 season, this has just begtimthe March-April planting of the smaller
Aus crop. Based on expectations of normal crop grgwonditions and continued government
support, current forecasts point to a 48 millionne paddy output (32 million tonnes in milled
equivalent), slightly above the 2008 season’s etkaeal outturn.

In April, amid concern over the effect of the bumpeop on the local market, procurement
prices for Boro paddy rice were raised to Taka édkilo (USD 204 per tonne), and to Taka 21
and 22 per kilo (USD 307 and 321 per tonne) forulwgmilled and parboiled milled rice,
respectively. Although the official procurementgetr was set at 1.2 million tonnes, to be
purchased locally between May and August 2009gtdwernment recently declared its intentions
to expand purchases beyond this limit in orderuargntee reasonable prices to producers. This
latest support scheme comes in addition to a 38illdn Taka (USD 500 million) economic
stimulus package unveiled in mid-April, 58 percehtwhich has been reserved for agricultural
sector incentives, with Taka 15 billion (USD 219lion) allotted to farm subsidies and Taka 5
billion (USD 73 million) for agricultural loan repéalisation.

On account of a bumper dry-season crop harvestéthinch, Cambodias 2008 official paddy
output estimate has been revised upward to a racadmillion tonnes, 6 percent above the 6.72
million tonnes harvested in 2007. Prospects for20@9 paddy season, which begins with the
June planting of the main crop, foresee a sustangercent output growth to 7.6 million metric
tonnes (4.86 million tonnes in milled rice equivdle

In China, mainland, 2008 production figures

China, mainland: Wholesale Rice Prices have been revised downwards to 191.9

(Indica first quality)

USD/M T million metric tonnes (131.5 on milled basis),
425 1 implying a 3 percent growth in output from
400 - e 2007 levels. On the other hand, the 2009
375 | season is underway as plantings of the early

and intermediate crops were completed in

350 - Hubei . .
> e May. Despite a prolonged drought affecting
325 1 several rice-growing provinces, thidational
300 - Grain and Oils Information Centre forecasts

this year's paddy steady at 193 million metric
tonnes (132 million tonnes in milled
equivalent), with a 1 percent expansion in
area planted to around 30 million hectares.
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With several million migrant workers being left umployed as a consequence of the global
economic downturn, in February 2009 the Chineseegouent dedicated the first and main
policy document of the year to rural assistancetiier sixth consecutive year, prioritising the
development of modern agriculture as a means tease farmer incomes, bridge the rural-urban
economic gap and contain the urbanization proddssNo. 1 Central Document re-affirmed the
principle of grain self-reliance that has been angtay of China’s agricultural policies, calling
on an increased investment in agriculture, gregaiéce support and closer food market
monitoring. In accordance to these stipulations,March 2009, the Chinese government
announced that it was to increase the year’s pwgrecultural expenditure by 20 percent to a
total of Yuan 716.1 billion (USD 104.6 billion). &mn this budget, direct support payments to
grain farmers would be raised by 26 percent to Yl@rbillion, with funds for grain reserve
build-up increased by 61 percent to a total of Ya@8.1 billion (USD 26 billion). The National
Reform and Development Commission has further dedlats intentions to raise minimum
support prices for rice this year by Yuan 0.26 kb (USD 38 per tonne). This would represent
a 16 percent increase from the procurement priteady bolstered earlier in January, for the
third time in twelve months. High producer pricesé also sustained domestic wholesale prices,
preventing them from falling back to pre-2008 |leveDn the other hand, the Chinese Securities
Regulatory Commission approved the launch of thst fiice futures in the country at the
beginning of the year, with four futures contratbs early rice traded on the Zhengzhou
Commodity Exchange on April 30

Following damage caused by typhoons to the sec668 paddy crop, th€hinese Province of
Taiwan has revised down its 2008 official paddy productestimate to 1.46 million tonnes,
limiting the extent of the recovery to 7 percentyptompared with the extremely poor 2007
performance. With fallow farmland being revitaliséol rice production this year under a
government programme, production in 2009 is exmetieexpand by 2 percent to 1.5 million
metric tonnes of paddy (1rhillion tonnes in milled equivalent).

India has completed the 2008 paddy season
mimomomeslndia! Rice Production by Crop womesra  With the April-May harvesting of the Rabi
160 o5/ Crop, estimated to have reached 20.86

million tonnes (13.91 million tonnes in
20/ milled equivalent). Results from this

secondary crop coupled with revised
15 estimates for the Kharif crop have pushed
up the overall production outlook for the
2008 season to 149 million tonnes (99.4
million tonnes, milled rice), 3 percent more
than in 2007. Meanwhile, the 2009 season

o| was opened with the early arrival of the
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the monsoon has been slow and irregular.
According to the second official forecast by
the India Meteorological Department, released od@#e, the southwest monsoon season (June-
September) rainfall may well be below normal, a¥%98f the long period average, with a model
error of 4 percent. Even more worrying, rainfakgictions for the North and Northwest regions,
which account for a large share of production, @adicularly bleak at 81 percent of the long
period average. Consequently, India’s paddy prodadbrecast in 2009 has been cut to 145.2
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million tonnes (96.8 million tonnes of milled ricewhich would entail a 2.6 percent
retrenchment from last season’s record.

With export restrictions still in place on the

India: Wholesale Wheat and Rice Prices .
back of two consecutive bumper harvests,

NRIDOKG. Gl official rice procurement over the 2008-2009
1,800 - season has reached record levels. By 12 June
1,700 - Rice 2009, 30.21 million tonnes of milled rice had
ey been purchased by the Food Corporation of
1,500 + India (FCIl), up about 18 percent from the
1,400 - previous year and well above the annual target
1,300 - Wheat of 27.6 million tonnes. Such active
1,200 - procurement would be in line with a planned
1,100 - /__/\/—~/\ overhaul of the food distribution system
1222 ] announced by the newly re-elected

government, which, under a National Food
Security Act, would have 25 kilograms of rice

or wheat distributed every month to all rural

and urban families below the poverty line at a glibsd price of Rupees 3 (US cents 6) per
kilogramme. The measure is of special relevancegrgthe relatively high cereal prices still

prevailing in the country.

JJASONDJFMAMJIJASONDJFMAMIJ
2007 2008 2009

The 2009 paddy season is well advancethdonesia where harvesting of the main crop and
planting of the secondary crop are normally congalddy June. According to the first official

forecasts, 60.9 million tonnes of paddy (38.4 miilitonnes, milled rice) will be produced in

2009, above the last year's bumper crop of 60.8anitonnes, but short of the 63 million tonnes
originally targeted. Nonetheless, at that levebdupiction will be sufficient to allow for a sizeable
surplus after domestic market needs have been aismbdor. In order to sustain paddy prices,
Bulog’'s procurement target for 2009 has been s8t&million metric tonnes, or 10 percent of
production.

In thelslamic Republic of Iran, planting activities for the 2009 paddy crop begaMay. With
more favourable climatic conditions expected thésry following last year's severe drought,
FAO production forecasts point to an 8 percent aed yield driven output recovery to 2.8
million tonnes of paddy (1.76 million on milled kg)s against the 2.6 million tonnes produced in
2008. Also, the guaranteed paddy producer pricekysthe government were strongly increased
in 2008. For the Neda and Nemat varieties, foramse, the producer price was raised from Rials
6,050 per kilo (USD 652 per tonne) in 2007 to 10,p@r kilo (USD 1,114 per tonne) in 2008.
However, reportedly, official procurement never eeas 100 000 tonnes, or less than 4 percent
of output. Moreover, in the northern producing pnoces, the availability of land for paddy
cultivation appears to be shrinking, encroacheditanization, a tendency that may jeopardize
the future of production in the country.

Islamic Republic of Iran: Guaranteed Producer Prices for main rice varieties — Rials per kilo
Rice varieties 2005 2006 2007 2008
Khazar 6,800 6,800 7,350 13,500
Sefid rood 5,800 5,800 6,250 12,000
Neda and Nemat 5,600 5,600 6,050 10,500

By contrast, paddy production Imaq is unlikely to recover from the drought-reducedeleof
250,000 tonnes, as salinity problems resulting fdaminishing water levels in the Euphrates and
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Tigris are reported to have discouraged cultivaiitoaome of the major planting areas. Although
following requests by the Iragi government, Turlegyeed to increase downstream river flow by
130 cubic meters per second to 360 cubic metera fioseries of hydroelectric dams on the
Euphrates as of May 22, according to official assests this will not suffice to meet irrigation
requirements during the summer, a constraint taatdven prompted the province of Najaf to
ban rice production altogether. As a result, ouip@009 may fall further to 180,000 tonnes.

In Japan, official production figures for the 2008 seas@vé been upgraded. According to the
Statistical Survey on Crops, 1.63 million hectane=xe planted last year, yielding 11 million
metric tonnes of paddy (8 million tonnes in milleduivalent), or 1 percent above 2007 levels.
As for the 2009 crop, planting commenced in Apfihe current production forecast for the
country stands at 10.8 million tonnes of paddy (fhilion tonnes in milled equivalent), 2
percent less than in 2008 as the paddy area cestitushrink. Japan’s rice acreage reduction
system has come under close scrutiny this yeaaagal/ernment taskforce was set up to review
the country’s national rice policy after a key goweent advisory panel recommended the
scheme to be abolished to allow for an export ¢egrannual rice production of 12 million
tonnes (on milled basis).

The Democratic People’s Republic of Koreastarted planting its 2009 paddy crop in June. Last
year, development of the crop was beset by acudagies of fertilizers, partly stemming from
recurring tension over the country’s nuclear pragree. The recent tightening of the embargo by
the international community may preclude any improent in the input supply situation over
the current season. As a result, FAO’s 2009 pradidorecast points to little improvement from
last year poor outcome of 1.66 million tonnes.

Assuming a 1 percent continuation in paddy area, dhie Republic of Korea is forecast to
produce 6.4 million metric tonnes in 2009, 2 petckalow its 2008 output. According to
government reports, while production costs in tbentry increased by 3.7 percent in 2008
reflecting higher fertiliser costs, farmers’ incasnmse by 27 percent benefiting from higher
local prices and greater production. Prospects2fi39, however, point to a less favourable
situation as according to a recent survey, despitdative drop in consumer prices, consumption
of rice across the country has continued declimesgpulting in sharply diminished rice sales since
November 2008. According to the survey producedthi® Korea Rural Economic Institute
(KREI), year-on-year sales in April alone are estigd to have dropped by 18.7 percent in
producing regions.

The production forecast fdvlalaysia this year remains favourable at 2.45 million tosod
paddy (1.58 million tonnes in milled equivalent)ittwa sustained yield driven growth of 3
percent. In the aftermath of the 2008 price sutlge government has allocated an additional RM
5.6 billion (USD 1.6 billion) to the year's agri¢cufal expenditure and established a rice self-
sufficiency target of 86 percent in 2010. Meanwhtlee Federal Ministry of Agriculture and
Agro-based Industry has revised down its producsabsidy for 15% broken rice (ST15),
allotting RM 373 million (USD 108 million) to theemv scheme effective until September this
year. Under the Rice Production Subsidy Programmiléers in the Peninsula are to receive RM
750 (USD 217) per tonne produced, while RM 660 (UBI2) per tonne are to be granted to
Sabah and Sarawak producers.

Sowing of the2009 Kharif crop is well underway akistan. FAO production prospects for the

country anticipate a 3 percent contraction to 9iian tonnes (6.34 million tonnes in milled
basis), against the 9.81 million tonnes produced0@8’s record harvest. This decline in output
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is expected to arise from a cut in plantings, it less favourable price expectations due to
ample domestic supplies and a weakened interndtaeraand. Following last year's bumper
crop and in an effort to stabilize local rice paceéhe Pakistani government extraordinarily
ordered the Pakistan Agricultural Storage and Sugpdrporation (PASSCO) and the Trade
Corporation of Pakistan (TCP) to purchase up tomilbon tonnes of Basmati and IRRI rice, or
7 percent of the year’s total production. Howetee, state’s intervention has been limited so far.
In order to alleviate losses sustained by the heamter, a 500,000 tonne procurement campaign
was also to be launched by PASSCO in the SindhitevMeanwhile, the federal government
has announced that it will discontinue part offéiliser subsidies this year, as local prices of
the input have subsidéd.

The 2008 paddy season comes to a close iRhiigpines with the April-June harvesting of the
secondary crop. Notwithstanding damages causedhéypassage of tropical storms which
particularly affected the growing region of Bicoljtput is officially expected to expand to 16.8
million tonnes (11 million tonnes in milled equieat), up 1 percent from 2007. Meanwhile, the
2009 agricultural season will begin in July. In@ed availability of quality seeds and improved
irrigation infrastructure are expected to boostdpiion by 2 percent to 17.2 million tonnes of
paddy (11.3 million tonnes of milled equivalent)isbursement of funds under the state’s
FIELDS programme (fertilizers, infrastructure amdgation, education, loans and seeds), have
boosted expenditure in the agricultural sectothasDepartment of Agriculture has allocated up
to 40 percent of its nearly-doubled Pesos 41.J4ohilbudget (USD 880 million), to fund
irrigation programmes across the country. In addijtifarmers are expected to benefit from
40,000 tonnes of certified seeds distributed fanphg during this year’'s campaign as part of a
10 million Euro grant provided by the European Wnio support irrigated rice production in the
country.

The National Food Authority has set its

Philippines: Paddy P t
HIEiEE ey JAEEat local paddy procurement target for 2009 at

Ofozt(;’g“ffs by the REA ., 1million tonnes, representing a 46 percent
’ increase from last year’'s exceptionally high
1000 » °®  procurement of 685,000 tonnes. Although
800 5% the fertilizer subsidy of Pesos 1,800 (USD

(4% 38.37) offered for every 50-kilo bag of
‘3% paddy sold to the agency has been
‘2% discontinued, drying and delivery incentives
200 - | | | | ‘15 have been increased by Pesos 0.20 each,
| I . 0w While the Cooperative Development
Incentive has been set at Pesos 0.30 per kilo.
This has brought the overall procurement
i S CIUICLIE 77 price paid by the NFA to Pesos 17.40 and
—#= % Share of production 17.70 per kilo of clean dry rice delivered to
the agency by single farmers and farmer’s
organisations respectively (USD 370-377 per tonne).
Sri Lanka completed the harvesting of its main 2009 Maha dro May. Despite drought
problems afflicting southern parts of the nationcading to official forecasts 2.34 million
tonnes of paddy are to be gathered this seasqgmert@nt up from the previous Maha attainment.
Meanwhile, planting activities for the year's Yaep began in April. Current prospects for this
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2 Whereas urea and potash subsidies are to remainefoemainder of the fiscal year, the subsidy @ogne will
no longer support di-ammonium phosphate.
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secondary crop are less positive however, as outpeixpected to be affected by reduced

plantings resulting from a late onset of the intevasoonal rains and a belated release of water
for irrigation. As a consequence, preliminary fasts for the year point to a 7 percent output

contraction to 3.6 million tonnes of paddy (2.43liom tonnes in milled basis).

Thailand completed the 2008 paddy season with the MarchiAarnvesting of the secondary
crop, officially expected to reach 7.67 million tas of paddy. Although somewhat higher than
previously estimated, the crop’s production is hedr million tonnes less than what was
gathered in 2007, due to a 12 percent cut in pigatas farmers’ reaction to less attractive prices.
Production results for the 2008 season have acgglydbeen slightly upgraded, now standing at
31.4 million tonnes. Planting of the 2009 main ¢rop the other hand, began in May. According
to forecasts released by the Office of Agricultieonomics, the downward trend in area
plantings is set to continue, which may depres®93idildy output by 1 percent, to 31.1 million
tonnes (20.6 million tonnes on milled basis).

The rice purchasing programme for the 2008
main crop was closed by the Thai
government on February 28 with 6.1 million
tonnes of rice being procured, against the 8
million  tonnes  originally  targeted,;
procurement of the 2008 secondary crop
under the programme started immediately
after, on 16 March and is to be run until 31
July. Under the scheme, guaranteed prices
per tonne of 5% white rice have been set at
Baht 11,800 (USD 350), but the limit per
farmer was lowered from Baht 500,000
(USD 14,800) offered under the first round
of the scheme to Baht 350,000 (USD
10,400). Although the original programme
was set to cover 2.5 million tonnes of the
newly harvested crop, following demands by farmexugs, the mortgage quota was raised in
May by 1.5 million tonnes and again in June by dditgonal 2 million tonnes. As a result, up to
6 million tonnes of paddy from this year’s secorydamop would be allowed to be pledged, for an
estimated cost of Baht 77 billion (USD 2.3 billion)

In the light of the implementation of the Aseand-figade Area, as of 1 January 2010, the Thai
authorities have expressed concern over the sabiliy of the mortgage scheme. Free trade of
rice with neighbouring countries and high procuratr@ices in Thailand could indeed prompt
massive inflows of rice from neighbouring countriessulting in an attainable budgetary burden
for the Thai Government. As a result, the sub-cottemion rice policy has been asked to
envision a new rice development strategy for tleeaseMeanwhile, with an eye to replacing the
pledging scheme, a pilot price guarantee programvasapproved by Cabinet on June 4, under
which 200,000 tonnes of Hom Mali rice from the 2@®8p in north-eastern provinces would be
insured under a symbolic premium of 0.01 perceith) & maximum guarantee of Baht 500,000
(USD 14,830) per participant being allowed. Theofpischeme is to run in parallel to the
mortgage system for a period of two years.

In Viet Nam, harvesting of the main winter-spring crop and ptapactivities for the summer-
autumn crop are completed by June. As current &stsgooint to a 1 percent expansion in area
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planted with slight productivity losses, the coyrir anticipated to harvest 39 million tonnes of
paddy this year (26 million tonnes in milled ricguesalent), up 1 percent from 2008. In order to
support the year's first harvest and prevent pudceps in local market, the Government
requested that state food corporations purchasadimwy collected paddy at a price that would
guarantee a 30 percent profit to farmers, whiléaup million tonnes of rice have been instructed
to be purchased from the autumn-summer crop. Aafditi incentives to the sector have also
been outlined, with banks being ordered to offprederential interest rate to rice businesses, and
a VND 7 trillion (USD 394 million) project being wuailed to build new storage infrastructure in
the Mekong Delta. In March, the Ministry of Agritute and Rural Development also submitted
a draft food security programme to address hungeinutrition and vulnerability to food
insecurity in the country by the year 2020. Under draft scheme, 3.1 million hectares of land
would be reserved for rice cultivation for an anmuatput target of 39-40 million tonnes. Under
a different plan, the Ministry has also announdeat ta revision to land laws to allow land
aggregation for large-scale agriculture may be inani this year.

B. AFRICA

2009 paddy production in Africa foreseen close tthe 2008 outstanding outcome

The 2009 season is well advanced in some African _ - _
countries, particularly in the southern part of the Rice Paddy Production in Africa
continent where harvesting of the year's main crogg
is completed in June. Coinciding with the lea
period and the onset of the rainy season, planting

activities have only just begun in Northern and®

Western Africa. In 2009, production in theie

continent is forecast at 25.6 million tonnes (16.8, ] B . . .

million tonnes in milled equivalent), virtually

unchanged compared with the 25.5 million tonnes’
produced in 2008. Even maintaining 20094 . l l I I
production at that level would represent a veryo

good result for the region, as 2008 ended up being 2005 2006 2007 2008 2009
an exceptionally good season for paddy producers. gEgypt Nigeriam Madagascar Cote d'voire - Others

Like in 2008, the sector is benefiting this yeamfrrenewed policy incentives. In fact, following
the high import bills sustained over the past yaagny nations have confirmed their
commitments to attain rice self-sufficiency throuiglcreased support to local rice production.
Likewise, a year after its inception, the Coalition African Rice Development (CARD) has set
the target to double rice production in the continigy 2018 with a long-term partnership being
established between the Alliance for a Green Réwwiuin Africa (AGRA) and the Japan

International Cooperation Agency (JICA). In itssfiryear of activities, the initiative has
supported the compilation of national rice develepirstrategies by twelve African nations, with
a second round of nine countries being expectdaegin work on their national strategies this
year?

3 Countries to have completed their national riceettgoment strategies with CARD support are namely:
Cameroon, Ghana, Guinea, Kenya, Madagascar, Maliakbique, Nigeria, Senegal, Sierra Leone, Tanzarda
Uganda; while Benin, Burkina Faso, Central Afri¢aepublic, Cote d’'lvoire, the Democratic RepublicGdngo,
Liberia, Rwanda, The Gambia and Togo are expectéegin work on their strategies this year.
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In Northern Africa, Egypt completes planting its main 2009 paddy crop in Jdine country is
currently forecast to harvest 7.3 million tonnespafldy, up somewhat from the 7.247 million
tonnes gathered in 2008. This minor expansion itpwduis expected to occur solely from
productivity gains, as average yields are antieigab reach 9.9 tonnes per hectare this year.

In Western Africa planting of the 2009 paddy crops begins with thival of the rainy season in
June. As current climate forecasts point to a chaoic below average rainfall, production
prospects for the sub-region remain virtually umded at 11.45 million tonnes of paddy (7.2
million tonnes in milled equivalent). Normal raitifeevels during the season coupled with slight
area expansions are anticipated to allow for gramiproduction inCote d’lvoire, Ghana, Mali
andNigeria. On the other hand, a decline of yields from {asir's buoyant levels may depress
production inBurkina Faso, Chad, Guinea, Liberia, Niger, SenegalandSierra Leone

In Cote D’lvoire, where recent years production figures were latelysed, forecasts for the
2009 season point to a 1 percent yield driven dugxpansion to 690,000 tonnes of paddy
(414,000 tonnes in milled equivalent). With anrestied annual import bill of FCFA 150 billion
(USD 326 million), under the Emergency Rice Programaunched by the government last year,
the country has set the objective to attain ridkssdficiency by the year 2012. The programme
envisages to boost paddy production through theilglision of inputs, rehabilitation of irrigated
and rainfed paddy fields and the acquisition ofrfisuig and milling equipment.

Cote d’lvoire: Paddy Production. Area and Yield

Units 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009*
Area 000 Ha. 3415 340.8 3404 3399 341.0 353.2 345.66.43 358.0 356.C
Yield Kg/Ha. 1,821 1,861 1900 1,941 1974 1,993 2,075701, 1,910 1,938
Production | 000 MT 621.8 634.2 6469 6598 673.0 703.9 715.96.30 683.7 690.0

*FAO Forecasts.

Ghana has launched its three-year Emergency Rice IméaProject to support 1,677 small

holders in northern regions through the distributiof subsidised seeds and fertilisers. The
project is expected to benefit from a USD 120 wiildollar grant by the United States Agency
for International Development (USAID), which is @l® fund a similar initiative in three other

countries, namely Mali, Nigeria and Senegal. Ghenaurrently forecast to gather 315,000
tonnes of paddy, 4 percent more than in 2008.

The 2009 production outlook f@uinea points to a 4 percent output contraction to 1.4llian
tonnes (940,500 tonnes on milled basis, which watiltlbe the second highest performance on
record. Under a three-phased food security stradegjined earlier this year, the government has
been reported to be aiming to increase rice praolued 2.35 million tonnes and cutting imports
by 85 percent by the year 2018. In its first phasenplementation, the strategy would seek to
reduce rice imports by 15 percent by supportingllpcoduction in rainfed lowlands and uplands
through the provision of 11,686 tonnes of enhanseelds and the 16,641 tonnes of mineral
fertilisers.

By contrast, prospects are positive Mali where, albeit below the 2 million tonne output
targeted for the year, production is anticipated.@tmillion tonnes, 6 percent above last year’'s
record harvest. In spite of the positive resultshef 2008 agricultural campaign, high rice prices
have prevailed across markets in the country. Huichy under the year’'s Rice Initiative the
government signed an agreement with the Permanssembly of Mali Agricultural Chambers

FAO Rice Market Monitor — June 2009



13

(APCAM) setting procurement prices per kilo of riae FCFA 250 (USD 544) per tonne and
maximum consumer prices at 300 FCFA (USD 652) pané. A total of FCFA 8.19 billion
(USD 17.6 million) from state funds have been eaked for the Initiative. Of these, FCFA 6.3
billion (USD 17.6 million) are to be allotted torfdiser subsidies, 1.05 billion for seeds and
FCFA 747 million (USD 1.6 million) for capacity bding. The Rice Initiative is also expected
to benefit from a FCFA 789 million (USD 1.7 millipmgrant from the Islamic Development
Bank, to strengthen the national seed system amdaning Nerica seed production.

Production prospects favigeria continue to be positive, with 4.3 million tonnesg(Znillion
tonnes on milled basis) expected to be reaped @9,28 percent more than in 2008. With the
objective of bringing annual paddy production toriillion tonnes, the federal government is to
begin disbursing N10 billion (USD 67 million) thygar to support local rice processing under a
concessionary credit scheme outlined last yeamaddition, a total of N42 billion (USD 282
million) have been allotted for the procuremen#d66,000 tonnes of fertilisers to be distributed
at a 25 percent subsidy to farmers for the yeaampaign. As the country looks at the
agricultural sector as a means to mitigate the anpathe economic downturn and declining oil
revenue, the government is also sustaining largkescommercial farming schemes in the
country. To these effects, a memorandum of undwisig has been signed with a Thai-owned
conglomerate under which N160 billion (USD 1 bitljowould be invested for rice cultivation
over 1 million hectares of land across 10 stdtes.

In Senegal,less favourable climatic conditions are forecasiead yields to return to more
normal levels, pushing paddy production to 350,d00nes (245,000 tonnes in milled
equivalent), 5 percent below 2008. Likewise, sligiga retrenchments coupled with diminished
yields are forecast to reduce paddy productidBiémra Leoneby 6 percent to 1.5 million tonnes
(900,000 tonnes on milled basis).

In Eastern Africa production figures for the 2008 seasorKienya have been downgraded to
45,000 tonnes, implying a 4 percent reduction itpoufrom the already drought-affected 2007
season. As precipitation deficits have continuedhmnback of two failed rainy seasons, little
change is anticipated this year given that watercsty problems have also been reported in the
Mwea Irrigation Scheme in Central Province. Aimingoecome a net food exporting country by
the year 2012, the government has however recamhounced a stimulus package of Sh3
billion (USD 39 million) under its budgetary alldeans for 2009, which is to support irrigated
agriculture in the country. Similarly, several pragpmes have been launched to give rice farmer
access to credit for the purchase of basic infugssyear. A WFP run programme, on the other
hand, is assisting small producers in the markaidirteir product.

Tanzania begins harvesting its main paddy crop in JuneloRged dryness and delayed arrival
of the March-May long rains may affect crops ateg ktage of development. The delayed onset
of rains has reportedly particularly affected thpland rice growing regions of Arusha,
Kilimanjaro, Shinyanga and Tanga. As a consequef®, production forecasts for the country
foresee a 3 percent output contraction to 1.34ionillonnes of paddy (871,000 tonnes in milled
equivalent).

* The concerned states would namely be: AdamawamnBra, Benue, Bayelsa, Kano, Kaduna, Katsina, Kebbi,
Ogun and Taraba.
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In Uganda, paddy production has steadily
expanded over the past five yeapsssing
from 120,000 tonnes in 2004 to 180,000
tonnes in 2008. Production prospects for
180 2009, point to a continued area driven
13 growth of 3 percent, with total output
reaching 185,000 tonnes (123,400 tonnes in

Uganda: Paddy Production

000 tonnes tonnes/ha

200 1.6

160

140 141 milled basis). As the country’s annual rice

120 import bill is estimated to have reached
13 Shs132 bilion (USD 60 million), a

100 programme funded by USAID is to support
80 12 rice production and marketing in northern

2004 2005 2006 2007 2008 2009 and eastern regions with an eye to cutting

Production Vield | cast imports and raising annual paddy production

to 250,000 tonnes. Under a different scheme,
a USD 6 million grant provided by the Japan Inteomal Cooperation Agency (JICA) will
finance the construction of a research centre éndistrict of Wakiso, to focus mostly on the
study of hybrid Nerica varieties. Moreover, accagito official statements, the country has also
begun exporting 200 tonnes of upland rice seedetarB with subsequent sales expected to other
African nations.

In Southern Africa production figures for the 2008 paddy seasomMadagascar have been
downgraded to 4.1 million metric tonnes, which wbudtill be 14 percent above 2007.
Meanwhile, the 2009 season is well advanced siaceelting of the main crop is completed in
June. Notwithstanding damages caused by the pas$dlgeee cyclones and a tropical storm in
the first half of the year, paddy production in ttentry is forecast to increase by 2.4 percent to
4.2 million tonnes (2.8 million tonnes in milledwegalent).

Mozambique completed harvesting its main 2009 crop in May.ayet and irregular rainfall
was recorded in central and southern regions,Hautountry was not affected by the passage of
a major cyclone and enjoyed generally favourablatier conditions. As a result, the country is
poised to collect a record paddy harvest of 25000des, 21 percent above 2008 production.
This season’s crop is the first to be produced unde three year national Food Production
Action Plan through which the government aims tmiglate the country’s grain deficit, further
reducing its dependence on imports.
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C. CENTRAL AMERICA AND THE CARIBBEAN

Reduced incidence of hurricanes to facilitate paddproduction growth

Planting of the year’'s main paddy crop is well umagy in Central America and the Caribbean,
having begun with the arrival of the April-May rainwith the hurricane season in the Atlantic
forecast to be milder this year, the productioniamk for the region remains favourable with
2.67 million tonnes of paddy expected to be produBepercent more than in 2008. In particular,
prospects for the 2009 seasorCimba point to a recovery in production from damagesseduby
the passage of tropical storms in 2008. The couistrgurrently forecast to produce 460,000
tonnes of paddy (307,000 tonnes on milled basi$),pgrcent increment from last year’s poor
harvest.

Despite abundant rains reported to have causedifiggoroblems in the Northern producing
provinces in February, thBominican Republicis anticipated to expand rice production by 3
percent to 788,000 tonnes of paddy. In an effornitigate the effects of the economic crisis in
the country, the government has extended the exemmf income tax payments by the
agricultural sector, which had first been impleneehtast year to alleviate damages caused by
tropical storms Noel and Olga. Prospects are absttipe inMexico andPanama where output

is anticipated to rise by 3 percent to 330,000 ¢snand by 5 percent to 315,000 tonnes,
respectively.

D. SOUTH AMERICA

Favourable production prospects for the region as avhole, in spite of mixed performances

The 2009 paddy season is about to be concludedvieral major South American countries,
which finished harvesting their main annual cropsJune. Notwithstanding erratic climatic
conditions prevailed in various locations, oveabduction in the region is set to expand by
almost 3 percent this year to 24.7 million tonnks.¢ million tonnes in milled equivalent). The
expansion would arise from large gainsBirazil, but also irBolivia, Colombia andVenezuela.
Thesewould largely compensate contractionsPieru, due to lessttractive producer prices, as
well as inArgentina andUruguay, which experienced drought problems.

25
20
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Rice Paddy Production in Latin In Argentina, hqrvesting of the 2009
| America and the Caribbean paddy  crop IS nearly ~ complete.
gg'omonnes Notwithstanding a 5 percent increase in

area plantings, late and insufficient rainfall
l I this season are expected to impair yields by
I l some 7 percent. The prolonged drought has

[ | particularly affected the rice growing
- ] - - regions of Corrientes and Entre Rios where
an estimated 11,000 hectares, equivalent to

5 I 7 percent of paddy plantings, have been
lost. As a result, production for this season

is forecast to decline to 1.22 million tonnes

2005 2006 2007 2008 2009 of paddy (829,600 tonnes in milled basis), 2
m Brazil Colombia m Peru Uruguay m Others percent below 2008 levels.

0
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Harvesting of the 2009 crop was completed in MarcBolivia. The country is set to expand

paddy output by 20 percent to 457,000 tonnes #msan, driven by both yield gains and a 13
percent growth in plantings. This boost in produttcame in spite of the lack of fuel availability

in the country which reportedly prevented plantiriggm expanding further. In response, in

November a government decree deregulated the givechase and transport of diesel, allowing
small agricultural producers to acquire up to 40@9 to use in harvest proceedings.

Brazil's production outlook for 2009 remains favourable,pitesabove average precipitation
and erratic weather pattern in several southerdymiog states. According to figures released by
CONAB, the country is to collect 12.7 million tormef paddy this year (8.5 million tonnes on
milled basis), up 6 percent from the previous seaBeflecting expanded plantings in the high
yielding southern state of Rio Grande do Sol, wlererage yields during the season reached a
record 7.15 tonnes per hectare, rice productivityhie country as a whole was boosted to 4.4
tonnes per hectare, 4 percent above last year’s.

Harvesting of the main summer crop begins in Jar@olombia. With an estimated area planted
of 460,000 hectares, the 2009 production outlogkitie country remains largely unchanged at
2.6 million tonnes, nearly 100,000 tonnes above82@@put. Producers have benefited of high
domestic prices in recent seasons, which desiegrinput costs, have sustained the sector’'s
profitability. Since the start of the 2009 seasaniiarch, prices for green paddy rice have still
exceeded the high levels witnessed last year. Iy R209, they stood at Colombian Pesos
893,442 (USD 436 per tonne), still 3 percent aldday 2008

Colombia: Green Paddy Prices 2000 — 2009 (000s Pg$d onne)

2000( 2001| 2002| 2003| 2004| 2005/ 2006 2007| 2008 2009
January 406 448 484 524 618 559 573 629 656| 1,081
February 405 521 485 574 637 555 575 636 721 977
March 411 549 485 591 625 572 579 643 813 899
April 417 537 492 601 621 576 596 645 830 894
May 421 518 513 603 611 576 621 645 868 893
June 419 518 520 608 587 571 644 644| 1,110
July 399 492 513 594 574 563 643 640| 1,164
August 397 475 490 536 547 556 638 638 922
September 403 479 490 535 519 560 656 640 951
October 420 481 492 553 520 564 667 643| 1,095
November 431 483 497 579 521 567 651 646| 1,133
December 434 482 505 594 537 571 629 648( 1,111
Source: Fedearroz.

According to official estimates, area plantedReru reached 378,000 hectares in 2008, 12
percent above the previous year’s levels and 18@@fares above the ceiling recommended by
producer organisations to keep the market stabseaAesult, the country’s 2008 production
outlook has been revised upwards to 2.77 milliomes of paddy (1.88 million tonnes in milled
equivalent), against the 2.46 million tonnes pradua 2007. Prospects for the 2009 season,
instead, point to a slight decline in area planited70,000 hectares driven by less attractive price
expectations following last year’'s outstanding lesty Production for the year is forecast at 2.7
million tonnes, 3 percent below 2008, but still hadbove the 2005-2008 average of 2.5 million
tonnes.
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In Uruguay, a serious drought during summer crop plantingladsto an estimated 5 percent
area reduction to 160,300 hectares in 2009. Howeweraccount of a timely return of the
rainfall, yields appear not to have been much &fibaegistering on average a 2 percent increase
to 8.0 tonnes per hectare. As a result, outputOidO2may reach 1.29 million tonnes, 3 percent
below the bumper crop of 1.33 million tonnes cabelcin 2008, but still the second highest crop
on record.

Venezuelas 2008 production prospects have been revised rgpwaccording to official
estimates, 1.36 million tonnes of paddy were preduduring last year's campaign, 30 percent
more than in 2007. Forecasts for the 2009 seasion fwoa more contained growth of 3 percent
to 1.4 million tonnes (983,600 tonnes in milledibadn response to concerns over potential rice
shortages in local markets, compulsory productotas of regulated products were increased in
late February 2009. Accordingly, all public andvpte millers are required to have at least 80
percent of their output corresponding to the qualftrice subject to price regulations. In order to
ensure compliance, an order was introduced in M&rdkeep under government control, for a
period of up to 90 days, the contravening rice-psstg mills. In a successive measure, in April
the Government stepped up its incentives to farrbgrsaising support producer prices by 29
percent, from Bolivar Fuerte 0.72 per kilo to BaliiFuerte 0.93 per kilo of type A paddy and
from Bolivar Fuerte 0.71 per kilo to Bolivar Fuefi®2 per kilo of type B paddy (USD 429 and
USD 434 per tonne). Aiming to compensate for veoret and increased costs of production and
replacing the subsidy scheme introduced in 2007 aatiste throughout 2008, the measure is to
be effective as of August 2009.

E. NORTH AMERICA, EUROPE AND OCEANIA
Positive paddy production outlook in Australia, theEuropean Union and the United States

In Oceanig Australia completed harvesting its 2009 paddy crops in Mdgtwithstanding a
recovery in area planted to 9,000 hectares dueeatey availability of water for irrigation, this
remains well below the 100,000-180,000 hectaretivatgéd before 2005. In addition, above
average temperatures registered during JanuaryFahdiuary are estimated to have impaired
yields by 18 percent. Excessive rains in an expantal cultivation in northern New South
Wales were also reported to have wiped out thetfid year's harvest. As a result, the country
is forecast to gather 66,000 tonnes of paddy duthgyseason which, while 267 percent above
2008’s drought-stricken minimal output, still wekklow pre-drought production levels. In 2009,
the Pacific archipelago afanuatu was reported to have launched its first local poeduction
project.

In Europe, the European Union’s 2008 outlook has been revisited. Production ferEu-27 is

set to have reached 2.63 million tonnes, 5 perbetdw 2007 levels owing to unfavourable
weather conditions and substitution of rice withestcrops. Forecasts for the 2009 season, on the
other hand, point to a 10 percent growth in outpu?2.88 million tonnes of paddy, as a result of
area expansions in ltaly and Spain, the largestiymers in the zone. Area recoveries are
particularly anticipated in Spain where, total aregrojected at 116,500 hectares, 21 percent
above the drought-affected levels of 2008. Likewsecording to a sector survey, in Italy a 7
percent expansion of plantings is also expectedcarming especially the short-grain round and
long-grain japonica varieties. Prospects are alssitipe for the remaining EU rice-growing
countries (Bulgaria, Greece, Hungary, Portugal Rothania), excepting France, where output
may contract by 6 percent. Elsewhere in EuropeRihgsian Federationand theUkraine are
anticipated to maintain paddy production steadf4&,000 and 105,000 tonnes respectively.
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In North Americag planting of the 2009 paddy crop in tbaited States,starting in April, has
been delayed by excessive rain last May in theaDglbducing states of Arkansas, Mississippi
and Missouri, particularly affecting the long graice varieties. As a result, by 7 June, only 90
percent of the national rice crop was reportedaeehemerged, against a 2004-2008 average of
94 percent. The USDA'’s 11 June forecast sees ptiotudsing in 2009 to 9.98 million tonnes
of paddy (7.04 million tonnes in milled equivalertt)e highest level since 2005. This 8 percent
expansion in output is expected to arise from a&neimse of as much as 10 percent of the long-
grain output but also from a 1 percent increasdlfermedium-grain rice crop. However, firmer
forecasts will only become available when the NatloAgriculture Statistics Service (NASS)
releases its first survey-based estimate of thed-2000 crop in its August Crop Production
report.

II. TRADE

International trade in rice forecast to recover in2009, sustained by renewed import
demand and abundant export supplies

Following the release of new government figurbe,EAO estimate of world trade in rice during
the 2008 calendar year has been downgraded by @1L2@nes to 30.0 million tonnes. At that
level, trade in 2008 would be 7 percent smallenfttine record witnessed in 2007.

Global Rice Trade and Price Index As to 2009, FAO anticipates a 3 percent
recovery with trade reaching 31.0 million

35 350 tonnes, about 1 million tonnes more than in

300 2008. This upturn is expected to stem both
. 250 from greater availability of supplies in
25 200 exporting nations and from a recovery of
20 . external demand from countries where

100 concern over shortages and lingering high

15 50 prices are still leading attempts to stabilise
domestic supplies through import. At the

30

10 0 . . . .
O o4 N ®m ¥ B O~ R O same time, several traditional importing
S 88 888 8 8 8 8¢ : - -
R & 8 &8 8 8 8 |8 & Re¢ nations, which harvested bumper crops in the
Exports FAO Rice Export Price Index first half of the calendar year, are expected to
f=forecast reduce their purchases.

A. RICE IMPORTS

Softening international prices to facilitate an incease in global rice imports in 2009

Global rice imports in 2009 are forecast to rebotmcB1.0 million tonnes, against the 30.0
million tonnes recorded in 2008, remaining stilbatof the record 32.3 million tonnes traded in
2007. Much of the increase this year is likely o fhelled by greater imports by countries in
Asia, but also in all the other regions. The relvfimport demand is being facilitated by the
decline in world rice prices, which, however, remhigh compared with their pre-crisis levels.
The renewed import demand often reflects tight dsirmemarket situations, which have given
way to very slow reduction of domestic prices frameir 2008 highs. Against this backdrop,
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several governments have extended the tariff exermgpthat were granted in 2008, to facilitate
imports also this year.

Overall shipments tésia, which absorb nearly half of global trade in riceg anticipated to rise
by 2 percent to 14.4 million tonnes. Although geeatieliveries are expected to China, the
Islamic Republic of Iran, Iraq, Myanmar, the Phplipes and Saudi Arabia, historically key
importing countries that harvested bumper crops fieiason are likely to cut theirs, including
Bangladesh, Indonesia, Malaysia and Sri Lanka.

In the aftermath of heavy crop losses caused
Rice Imports by Regions in 2008 and 2009 by successive floods and the passage of
(ir—em e, (21 cyclone Sidr, Bangladesh imported 1.7
million tonnes in 2008, much of which was
constituted by private sector commercial
imports, while a government-to-government
Africa deal struck with India supplied 500,000
Lt America & tonnes of rice. A much different situation
car. prevails this year, as the record crops
harvested over the 2008 season may help
Bangladesh to buy 400,000 tonnes only in
2009, less than a quarter of what it imported
in 2008. The sharp decline is likely to stem
dope e from both reduced private and public sector
imports. In the latter case, large domestic
availabilities and the need to sustain produceregriare encouraging the Government to acquire
locally the rice it needs for its food distributisgstem.

Asia

Others

0.0 5.0 10.0 15.0 20.0

Deliveries toChina mainland are forecast to recover to 400,000 tonnes in 2@@ajnst the
296,000 tonnes imported last year. However, pueshag Thai fragrant rice, which constitute the
majority of its imports, have been particularly démed so far.

Rice imports by théslamic Republic of Iran, which were particularly slow in the first half of
the year, are anticipated to accelerate over tbensehalf. Overall, they may increase from 1.0
million tonnes in 2008 to 1.2 million tonnes thisay, much of which is expected to be arranged
under bilateral government deals. For instancecthmtry has recently engaged in talks with the
Government of Thailand, its major source of supliglso, after abolishing its import tariff on
Pakistani rice in mid 2008, the Islamic Republidrai is seeking to enhance bilateral trade ties
with its neighbour.

Similarly, deliveries tdraq are forecast to increase by 57 percent in 200RZanillion metric
tonnes. According to statements by the Iragi GBaard, 330,000 tonnes of rice are to be
delivered to the country in the upcoming monthschased by the agency for distribution under
the country’s food rationing system.

Imports bylndonesia are forecast to fall to 100 000 tonnes, belowalneady low level of 300
000 tonnes purchased in 2008. Steady productiorsgaier the past ten years have enabled the
country to meet its self-sufficiency objective agwaen to propose itself as a supplier of high-
quality rice to the international market. Neverd#ss, the Government has renewed the
Memorandum of Understanding on rice imports witle tWiethamese counterpart, which
maintains Indonesia’s option to purchase up taillion tonnes of rice from Viet Nam between
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2010 and 2012. In line with its WTO commitmertapan is anticipated to increase purchases in
2009 to 700,000 tonnes of milled rice. Of thesd),200 tonnes are expected to be delivered
from Thailand, after the resumption of tenders Whitad been suspended last year when
aflatoxin-tainted rice had been discovered in Td&iveries.

Imports by theDemocratic People’s Republic of Koreaare forecast at 900,000 tonnes, 38
percent above 2008’s level, driven by a shortfalllomestic supplies. The country’s decision to
stop receiving assistance from the United States gaowing tensions with the Republic of
Korea and Japan may lead to an increased dependen@®mmercial channels to source
supplies.

Meanwhile, forecast for purchases by Bepublic of Korea are set at 307,000 tonnes, 7 percent
above 2008 levels. Under its WTO obligations, thentry is required to import the equivalent of
8 percent of domestic consumption until 2015. Hosvethe Government is reported to be
considering abandoning the WTO “Special Treatmemtdvision on rice imports for full
tariffication ahead of schedule, as the depreciatbd the Korean currency coupled with
increased prices in the international market havelered the scheme too costly to run.

Rice under the ASEAN Free Trade Area* (AFTA)

Under the Common Effective Preferential Tariff Stiee (CEPT), the group of ASEANlG
countries (Brunei Darussalam, Indonesia, Malaytia, Philippines, Singapore and Thailand)
have committed to lower all intra-regional impoutigs to 0-5 percent and to eliminate non-tariff
barriers to Asean intra-trade by the year 2010idht of their later accession to the scheme,
Cambodia, Lao PDR, Myanmar and Viet Nam may dekey full implementation of the free
trade area until 2015. For all products, excepttiimse included in the highly sensitive list, gle
ASEAN-6 members have to complete the process df taduction to 0-5 percent by 2010,
while the more recent four ASEAN members have lgganted until 2015 (or 2018 in the cjse
of sensitive products) to complete the process.

As far as rice is concerned, orfalaysia, the Philippinesand Indonesia have classified th
product as “highly sensitive”. Based on the Protasothe “Special Arrangement for Sensitive
and Highly Sensitive Products”, this gives thesentoes flexibility in determining the final
tariff rates rice is to attract. More specificalbt the end of the phase-in period, scheduled to
begin in 2010 at the latest, these three countvi#shave the flexibility to determine the tarip“
rate charged on rice imports from other Asean mesyladthough this will be subject to a ceiling
of 20 percent in the case of Indonesia and Malaygiale the Philippines will be allowed (jo
negotiate a different final tariff rate, within theEPT framework. According to the special
provisions ruling the highly sensitive products,|deia, the Philippines and Indonesia will hive
to eliminate all quantitative restrictions and rtanff barriers by 1 January 2010. On the other
hand, the only provision in the Protocol specifiedstate trading enterprises (thus, of relevance
to Bulog in Indonesia, Bernas in Malaysia and th&Nn the Philippines) requires them to give
preference to rice from other Asean countries wsamcing imports.

* Unlike other regional trade agreements, the ASHAMe Trade Area has not been associated
with a Common External Tariff (CET) zone, which meandividual Asean members still may
apply diverging tariff rates to imports from non+miger countries.

Ample stock levels and good prospects for the tmthing season are expected to translate into
diminished purchases Ialaysia, currently forecast to import 900,000 tonnes ofledilrice, 10
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percent less than in 2008. A shortfall in availépibf widely consumed ST15 rice on local
markets, nonetheless, has prompted the Governmecelerate its import and propose to ban
its sale in urban hypermarkets, so as to secur@egravailability in rural areas. Although the
country designated rice as a “highly sensitive pottdunder Asean, as of 2010, it is to give free
market access to rice originating from other Ase@mbers, subject to a 20 percent tariff.

Notwithstanding increased production in 2008 anditp@® expectations over 2009 crops, the
Philippines is expected to step up purchases this year tor@idibn tonnes, 3 percent above the
record 2.3 million tonnes imported in 2008. Reswytto government-to-government contracts
rather than to a bidding process, as was doneglthianprevious season, by February the country
had already sourced 1.5 million tonnes of its rezraents through a deal struck with Vietham. In
May, however, the National Food Authority was giv@andby authority to purchase up to 2
million tonnes in order to build-up the countryise reserves, with an additional 400,000 tonnes
of milled rice approved for purchase by the privegetor. The NFA, which generally maintains
full control over rice imports made to the counisyto purchase the designated amount on behalf
of private traders for a service fee of Pesos 2kgegram. With the coming into effect of the
ASEAN Free Trade Area (AFTA) in January 2010, thHelippines’ Government has begun
deliberating on the tariff rate it is to apply toe under its commitments to the regional grouping.
Reacting to the prospect of increased import coitigpet civil society and farmer groups have
requested that the Government reconsider lowerniff rates, now set at 40 percent, until
national rice self-sufficiency, targeted for thewy@013, has been achieved.

Imports bySaudi Arabia are currently forecast to rise by 30 percent ® rhillion tonnes in
2009, part of which is likely to be used to beefngpional reserves. On the other hand, reflecting
the positive results of the previouSri Lanka may cut its purchases by an exceptional 78
percent to 20,000 tonnes. DeliveriesTtmailand are currently forecast at 200,000 tonnes for the
2009 calendar year. High domestic prices underriteepledging programme are reported to
have prompted a surge in illegal imports into tbantry. As these are feared to further multiply
with the coming into effect of the ASEAN Free Tra@leea, when tariffs on rice imports will be
cut to 0, the Thai Government has announced itssglaimplement regulatory measures, such as
strict sanitary controls, increased border suraede and, possibly, lowering the maximum
amount of rice that can be imported by a singls@efrom 1 tonne to 100 kilograms.

In Turkey, a Cabinet decision in 2008 implemented a conoeasy measure to contain
domestic food inflation, allowing the Turkish Matkey Organisation (TMO) to import up to
100,000 tonnes of rice free of duty. Although thef@rential arrangement was limitedly used by
the Organization which only purchased 31,000 tonne¥008, the remainder of 100,000 tonne
quota may still to be imported by August this yeRurchases by the country are currently
forecast at 150,000, down from 200,000 tonnes 6820

Africa is expected to remain a key destination of ricgarts in 2009, as deliveries to the
continent are forecast to increase by 2 perceft@anillion tonnes, compared with 9.4 million
tonnes in 2008. Notwithstanding the large cropwvésted in 2008 and first half of 2009 and
falling international prices, rice in many Africaountries continues to be expensive relative to
their pre-2008 levels. As domestic rice prices it to hover above their levels of one year
ago, several governments have renewed the measurgsoduced last year to facilitate the
purchase of foreign supplies, so as to containwmoes prices. On the other hand, lingering high
world prices are expected to constrain rice impbytseveral countries in the region.
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Imported Rice Prices in Selected Western Mo_St African countri_es _are anti_cipated to
Rt s maintain or step up rice imports in 2009. In
FCFA/100 Kg. particular, in Cote d’lvoire, they may
50500 1 increase by6 percent to 900,000 tonnes in
45500 2009. In order to curb consumer price hikes,
all custom taxes on rice were suspended
40500 4 throughout the first quarter of the vyear.
Similarly, reacting to the lingering high
J domestic prices of the commodity, in March
30500 - the Government ofGuinea announced its
ys500 | / f intentions to step-up its purchases and to
- import 450,000 tonnes of rice to sell at
20500 - subsidised prices. Pending a re-introduction of
JIASONES FMAM I ASOND S FH AL the import tariff on rice eliminated last year,
expected to occur in July, shipments to

35500 -

2007 2008 2009

e Niger - Niamey
—#— Senegal - Dakar Ghana are forecast to rise by 37 percent to
—Burkina Faso - Ouagadougou 540,000 tonnes in 2009. The liberalised trade

Mali - Bamako

regime of the country has been blamed for
depressing local rice production, for which, afteiroducing a measure that would have all
public educational and health institutions prodimesr rice locally, the Government is reported to
be considering a review of its tariff system, téeoidomestic producers larger protection against
imported rice.Purchases are anticipated to rise by 6 percenD®000 tonnes in the case of
Senegal and by 50 percent to 150,000 tonnes in the chSawzania over the calendar year.
Similarly, following less buoyant production prospe imports byMadagascar may increase
somewhat to 100,000 tonnes. With no native prodaatif the crop and in order to accommodate
a rising food demand from the count§outh Africa is expected to increase purchases by 13
percent to 900,000 tonnes.

On the other hand, good crops and improved staoks fthe previous year’s harvest may lead to
declines in deliveries t@urkina Faso, Guinea Bissau, Liberia, Nigerand Sierra Leone.
Reflecting the positive outlook for this paddy segsncreased availability of domestic supplies
are also forecast to depress purchasdasiggria, the continent’s largest importer, by 10 percent
to 1.8 million tonnes. Ample reserves from last igaurge in imports coupled with the
depreciation of the Naira, which has rendered prafeamported rice more expensive, are further
expected to curb shipments to the country.

In Latin America and the Caribbeantice imports in 2009 are forecast to rise to 3.Hiom
metric tonnes, 3 percent above the 3.35 milliomésnpurchased in 2008. Of these, 2.3 million
tonnes are anticipated to be delivered to Centnaleica and the Caribbean, with larger
purchases expected fro@osta Ricg Cuba, Haiti and Nicaragua. Imports byJamaica and
Panama, by contrast, are anticipated to decline. ShipmémtSouth American countries may
also surge by 8 percent to 1.14 million tonnes, Imas a reflection of increased purchases by
Brazil, officially expected to import 650,000 tonnes atwda lesser extent, yolombia which,

to compensate for diminished supplies from Ecuatiodanuary renewed an annual concession
of duty free imports for 75,118 tonnes of paddy.ak\ehile following a positive harvest,
shipments toBolivia are expected to return to more normal levelsjnigzlby 54 percent to
20,000 tonnes. Likewise, two consecutive bumpep<ishould also alloweru andVenezuela

to cut their international purchases, respectivieyy 72 percent and 44 percent, from their
exceptionally high levels last year, bringing thetown to 40,000 tonnes and 100,000
respectively.
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In theother continents Australia, which harvested only one third of domestic requiata this
year, is anticipated to step-up imports by 17 psrée 200,000 tonnes. Likewise, deliveries to
the European Union may reach some 1.5 million metric tonnes, 16 perabove 2008. From 1
March 2009 and until 31 August 2009, imports ofkeasrice and milled or semi milled rice
have been subject to a duty of Euro 42.5 per tcamme Euro 145.0 per tonne respectively,
compared with Euro 65.0 and Euro 175.0 per tonmdiexpfrom 1 March 2008 to 28 February
20009.

European Union - Applied Tariff Rates On Rice Impotts (Euro Per Tonne)

2004/05 2005/06 2006/07 2007/08 2008/09

1Sep-| 1Mar- | 1Sep-| 1 Mar- | 1Sep- | 1Mar- | 1Sep-| 1Mar- | 1Sep-| 1Mar-

28 Feb| 31 Aug | 28 Feb| 31 Aug | 28 Feb | 31 Aug | 28 Feb| 31 Aug | 28 Feb| 31 Aug
Paddy 211 211 211 211 211 211 211 211 211 211
Husked Y 65 42.5 42.5 65 42.5 6b 65 65 b5 42.5
Semior 175 175| 145 14 145 145 145 175 175 145
wholly milled
Brokens 128 128 65 65 6% 65 65 g5 65 b5

Source: EU Commission.

1/ Excluding basmati.

The United Statesis officially forecast to import 700,000 tonnesrafe, 8 percent above 2008
and 50,000 tonnes more than previously estimatedih@ other handRussiais forecast to
reduce purchases by 3 percent to 260,000 tonr&syiieg a stepping up of border protection. In
an effort to prevent domestic prices from slidingd durther area reductions, the country has
more than doubled its seasonal import duty taniffad rice and derived products, applied from
15 February to 15 May, from Euro 70 to Euro 160tpane.

B. RICE EXPORTS
Large availabilities among exporting countries shold allow global rice trade to rebound in

2009

. _ International trade in rice is forecast to rise

Rice Exports by Major Exporters by 3 percent, or 1 million tonnes, to 31.0

million tonnes, milled eq. million tonnes in 2009, sustained by much

12.0 ampler supply availability in the traditional
10,0 exporting countries. The increase is unlikely

2008 2009 f to be sufficient to allow fro a full recovery to

8.0 the 2007 record volume of trade. Indeed,
- measures implemented to sustain producer
prices, as is the case in Thailand, or to
il contain domestic consumer price increases,
20 as applied in Egypt or India, continue to
o0 constrain the volume of exports and, hence,

the extent of the trade recovery in 2009.
While of a much lesser importance as world

f=forecast rice suppliers, Bangladesind other minor
trade players have also extended their restrictoonexternal rice sales, a sign that the 2008 food
scare has still to subside.

China India  Pakistan Thailand USA  Viet Nam
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Speculation related to possible changes in paligealso influencing the pattern of trade, as
several countries are delaying their purchases xpeatations of reduced government
intervention in exporting countries and of the fadl world prices that could ensue. Much
uncertainty is related to the position of India,iethhas continued to hold supplies away from the
international market, in an endeavour to rein ddimesflation. Nonetheless, based on the
current outlook, shipments froimdia, along with Brazil, Egypt, Myanmar, Pakistan and
Vietnam, are anticipated to increase compared with 20@8erthan offsetting reduced sales by
Cambodia, Thailand and theUnited Statesin 2009. The fall in exports is likely to be
particularly pronounced in the case of Thailand,world leading rice exporter.

On account of a record 2008 harvé&smbodia’s sales during the 2009 calendar year have been
upgraded to 1.3 million metric tonnes. Notwithstiaugdthe revision and official statements that
would have 2 million tonnes from the year’'s productearmarked for export, the country is
expected to endure a 13 percent decline in deéigdrom last year's 1.5 million tonne level due
to staunch competition from other major exportarshie region. By improving milling capacity
and expanding sales to new markets, the countrgpsg to re-consolidate its export position by
the year 2010.

Exports byChina mainland are forecast to rebound to 1.12 million tonne2®@9. Although
400,000 tonnes lower than previously estimatediveleés by the country remain 14 percent
above 2008 levels, driven by increased purchasdspgn and the Republic of Korea, as well as
greater demand from African countries. Following thovember 2008 decision to lower export
duties on rice to 3 percent, on June 22 the ChiGseeernment announced their elimination.
Effective as of July 1, the measure seeks to sinptbe export industry in the country.

In India, ample domestic supplies from this year's bumpep.ccoupled with record local
procurement to cover welfare needs, have put pressustate granaries, which, by 1 May 2009,
already held 21.4 million tonnes of rice. In view this, following the elimination of export
duties and the lowering of minimum export prices lf@asmati rice early this year, the country
continued easing the restrictions on rice expottsmposed in 2008. In May 2009, the
Government allowed for the export of up to 1 millionnes of non-basmati rice to 21 African
countries. Deliveries are to be carried out byestah trade firms, on condition that at least a
quarter of consignments corresponds broken rice that supplies be sourced from various
states. Under a scheme approved in January, tiie $tading Corp of India was already
authorised to export 55,000 tonnes of non-basmed#i on humanitarian grounds by April;
however procedural hurdles and slow responses tr@mimporting countries had reportedly
delayed deliveries.

Notwithstanding much anticipation for the liftingd @export restrictions as soon as federal
elections were completed, it is unclear as to wihese measures might be rescinded given the
newly re-elected Government’s requisite to abidédwglectoral commitments. In fact, while the
ban on wheat futures trading was lifted in May, tehibition has been retained for rice
because, despite restrictions and two consecutinwepbr harvests, rice prices in local markets
have still to subside. The recent degradation efltidia’s monsoon rains forecasts may further
deter the lifting of the trade restrictions, espigias domestic prices have not yet returned to
their 2007 level. However, according to reportsieav export policy is under consideration by
the Government which would allow non-basmati expbst substituting the current regime with
a three-tier classification of rice, or namely: tbasi rice, high-value non-basmati varieties and
fair average quality rice, used by the public dsition system. While exports for the latter
category would continue to be banned, basmati agiihalue non-basmati varieties would be

FAO Rice Market Monitor — June 2009



25

deemed exportable while being subject to both armim export price and a quantitative cap.
Nevertheless, uncertainty as to the unfolding ef tonsoon rains which will determine next
season’s performance, together with the plannedhaué of the food distribution system, might
relieve pressure on the federal Government to imetd this new regime in the near future and
encourage it to instead to take stock of its reserves and assure affordable rice supplies to the
local population. Pending a full return of the ctyrto the international market, forecasts for
exports in 2009 remain at 4 million tonnes, whictplies an 13 percent expansion in sales from
2008, likely to stem from increased demand for RarghPusa 1121 following inclusion of these
two varieties into the basmati category in 2008.

Amid favourable productionindonesiais set to resume rice exports this year after yek6-
hiatus. After harvesting a bumper crops, in May 20lie Government has lifted the ban on
private sector exports and allowed private comnie partnership with the State Logistics
Agency (Bulog), to export up to 100,000 tonnes @nhpum grade rice to other Asian nations.
This is far less than an export figure of 1 to 2lion tonnes of average and premium grade rice
that had been originally announced. Indeed, conoger the effect of this measure over the
stability of domestic supply led exports to be nestd to high quality rice only, leaving the
surplus of the more popular medium quality cropriserve build up. Accordingly, the country
is currently forecast to export only 60,000 tondesng the year.

Myanmar’s exports are expected to rebound to 700,000 ®©ime009, the highest level since

2002 and 500,000 tonnes more than the sales camiethst year. In the aftermath of cyclone
Nargis, the country had imposed an export ban peeae shortfalls in the local market. Since the
ban was lifted in November 2008, competitive prciof for the 25 percent broken rice have
allowed for a fast-paced growth in export, driven dirong demand from African countries.

According to reports, 500 000 tonnes are to beveedd to African nations this year, the

remainder being destined to Bangladesh under astleak in 2008.

Official sources have downgrad@&akistan's 2008 rice exports to 2.83 million tonnes, agains
the 3.0 million previously estimated. As for shiprteein 2009, these are forecast to surge by 13
percent to 3.2 million tonnes, as rice from the rtop remains particularly competitive.
However, higher domestic prices accredited to aegawent intervention scheme aimed at
preventing price slumps after the bumper crop veasdsted, are said to have eroded sales at the
beginning of the year and, notwithstanding an grdied recovery of Basmati exports between
April and June, may impede the country from neathrgy4 million tonne surplus it targeted to
export this year. Moreover, sales of non-basmatetias may be compromised by the expiration
of the preferential import tariff on rice granteg Kenya, as it is not yet clear whether the
preferential arrangement, which lowers to 35 pertie® 75 percent import duty applicable under
the East African Community’s Common External Tan#fill be extended beyond its June 30
expiration. Kenya is the largest market for Pakistiari-6 rice, accounting for 6 percent of
shipments in 2008, totalling 170,000 tonnes.

Faced with growing competition from other rice sms and high domestic pric&hailand is
currently forecast to ship 8.3 million metric tospbeelow the lower end of its annual 8.5 million
tonne target and 17 percent less than in 2008. ekglort prices, stemming from the government
rice intervention programme, have hindered expavtich by May 2009 stood at 3.6 million
tonnes, 30 percent below the corresponding pend@D08. Under the second round of the price-
pledging scheme, the Government is set to procurgllon tonnes of rice at a price of Baht
11,800 per tonne (USD 350); though slightly lowbattthe price set under the first-crop
programme, the procurement prices were reportexkdeed prevailing market levels by a 20-30
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percent margin. On the other hand, the MinistrCommerce opened bidding on state stockpiles
on 6 May 2009 to cover 3.04 million tonnes via op@mders and an additional 760,000 tonnes
through the Agricultural Futures Exchange of ThailaHowever, low bidding prices led to a
reduction of the targeted release to 2.6 millionnes. The sale has given rise to much
controversy as final bids which closed with an agerprice of Baht 14,000 per tonne, 15 percent
lower than market prices, entailing an importantficial loss to the public sector after storage
costs had been considered. As a consequencekedeing the release of stock piles on hold, on
June 17 the Prime Minister cancelled the auctiahtae Thai Commerce Ministry was asked to
negotiate the contract withdrawal with the 17 exgrasrthat had won the bids.

Viet Nam is poised to surpass the 5 million tonne expodait has set for 2009. Excellent
harvest results combined with competitive pricegehi@d exports to surge to record levels and,
by May 2009, cumulative deliveries had reached 3rillion metric tonnes, a 42 percent
increase year-on-year. With 73 percent of the getntal target of 3.65 million tonnes already
committed for consignment during the first half the year, in February concern over the
stability of local prices led the Vietnam Food Asistion (VFA) to defer contracts for new
shipments until July this year. However, by lateihphe measure was lifted amid concern over
a slump in international prices over Thailand’'s isien to auction state stockpiles and an
anticipated return of India to the export mark#dgvaing traders to negotiate deals for shipments
for the second half of the year. In light of theviper crop and ample stock levels, the VFA has
further announced its intentions to request thatyiar’'s export target be raised to 5.2 million
metric tonnes, while the private sector has reganllied to have the target raised to 6 million
metric tonnes. The country is currently forecashtwease deliveries by 14 percent to 5.4 million
tonnes in 2009.

Viet Nam: Rice Exports Because, according to Viet Nam’s Ministry

(01-Jan: 03-Jun 2009 Deliveries) of Agriculture and Rural development,
000tonnes diminished demand due the economic
6,000 downturn has seriously affected the export
5,000 industry, the Government has recently
2,000 announced its intentions to tighten its export

management procedures. While the current
3,000 system assigns regional rice export quotas in
accordance to production volumes and

2000 requires that rice exporters register their
1,000 contracts with the Vietham Food Association
to receive clearance for loading, proposed

2001 2002 2003 2004 2005 2006 2007 2008 2009 plans would introduce mandatory licenses for
Rice Exports Jan-Jun 2009 Exports domestic operators, standardised storage

systems, transparent finances, and
maintenance of sufficient reserves. Meanwhile, lideo to encourage greater rice exports this
year, the Government is reported to have abolighegrovincial export quota system.

In Egypt, the export ban introduced in 2008 to prevent doimesices from further increasing,

was due for suspension in April this year. On aatai lingering high prices on local markets,
the ban was renewed by the Trade and Industry ynis February 2009. Under the renewed
scheme, however, companies are allowed to expatom condition that an equivalent amount is
sold to the General Authority for Supply Commoditievhich runs the national food subsidy
programme. In addition, duties levied on rice expaevere increased from LE 300 (USD 55) to
LE 1000 (USD 182) per tonne. Although the modifiedn was initially extended for an
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indefinite period, the Government subsequently anoed its intentions to discontinue the
export ban on all rice as of October this year.aAsesult of these moves, Egypt is currently
expected to export 800,000 tonnes of rice in 20p%rom 500,000 tonnes in 2008.

In South AmericaArgentina is forecast to expand its exports by 59 percer20@9 to 488,000
tonnes. Despite having its deliveries hindered H®y devaluation of the currency of Brazil, its
major export partner, Argentina is likely to compate for losses by re-directing part of its sales
to Venezuela. The two countries have in fact sigaetal through which 60,000 tonnes of rice
are to be delivered during the year. After haviagvested a bumper 2009 production, deliveries
by Brazil have been upgraded to 600,000 tonnes, 17 percemt dbe record 512,000 tonnes
exported in 2008Ecuador’'s exports are forecast to recover to 70,000 tonnes &garch
decision by Government rescinded the export barogag in June 2008 aimed at containing
domestic prices following the failure of its maiartiest. MeanwhileUruguay is expected to
keep exports steady at 800,000 tonnes.

Official sources have revised down 2008 exportgheyUnited Statesto 3.29 million tonnes.
Prospects for 2009 sales have also slightly detdad, as sales from the country are expected to
be affected by sluggish import demand, competpiees offered by Asian and South American
exporters, as well as by the relaxation and evéfifting of export restrictions by Egypt As a
result, current forecast point to an export volurh&.1 million tonnes in 2009, 6 percent down
from the previous year. Seeing Cuba as the lapg@sntial market, the US rice sector has been
rallying to have restrictions under the trade ergbaon the Caribbean island eased. To these
effects, a bill was introduced before the Senateéebruary which, establishing a trade promotion
fund, would override the obligation of pre-paymémt deliveries, facilitating both direct cash
payments and bank transfers to exporters.

[ll. CLOSING STOCKS

Global rice inventories in 2009 to reach their higkst level since 2003, with further increase
expected in 2010

Reflecting the positive changes to 2008 produdhigures, FAO forecasts for world carryover in
2009 have been revised upwards to 119 million tent® million tonnes above their opening
level and the highest since 2003. With total ritésation in 2010 projected in the order of 455
million tonnes, the upwards revision has resultedaihigher globabktock-to-use ratiq now
estimated at 26.1 percent. Global reserves atehe would cover 3.1 months of planned world
rice utilisation, with per caput annual consumptestimated at 57.2 kilograms. Although still
preliminary and based on the current prospectsgfobal production in 2009, world rice
carryovers in 2010 could undergo further increasel24 million tonnes.

Confirming the trend reported in the previous editof the monitor, in the aftermath of the
global price hike, the 2009 build up of world resers to be undertaken laeveloping nations
which are anticipated hold 116 million tonnes ckrat the close of the 2008-09 marketing years,
10 percent above the preceding season. By contiestieserves held byeveloped countries
may decline by 5 percent to 3.1 million tonnes.aAtgional level, Asia is to account for much
of the increase in global carry-over stocks; alttolarger inventories are also anticipated in
Africa, in Latin America and the Caribbean and B&oReduced closing stock inventories are
anticipated in North America and Oceania in 2009.
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From a trade perspective, food security
concerns are expected to leaghporting
countries to continue reconstituting rice
reserves as was done during the previous
season, further expanding them by 15 percent
to slightly more than 21 million tonnes, their
highest level since 2001. In Asia, bumper
crops should allow for a reconstitution of
stocks, particularly inBangladesh where
they may reach 6 million tonnes, 1.1 million
tonnes above their opening level. Larger
inventories are also anticipatediimonesia,
where rather than exporting a large surplus
expected from this season’s harvest, the
Government has decided to allocate the bulk
of the surplus to beef up national reserves. Rareyeovers in the country are forecast at 3.4
million tonnes, up 21 percent from 2008. Similadizable increases are anticipated/ialaysia
andSri Lanka while, in thePhilippines, little change is forecast, with inventories setémain
around 2.1 million tonnes. Elsewhere in the wodakry-over stocks are anticipated to increase
in Saudi Arabia, Nigeria, Senegal Peru andVenezuela while declines are foreseenBnazil,
the Islamic Republic of Iran andSouth Africa.

The increase in global stocks in 2009 is

Rice Production, Utilisation and Stocks . . .
likely to be concentrated inexporting

million tonnes, milled million tonnes, milled . . :
50 s countries, supported in some instances by
large government procurement programmes
uo F40  aimed at stabilising domestic prices.
20 | .5 EXporting countries’ rice reserves are
forecast at 98 million tonnes, 8 percent
100 r40  above 2008 levelsChina, which alone
% | .. accounts for 53 percent of global rice carry-
overs, is anticipated to boost inventories by
60 30 9 percent to 63.4 million metric tonnes. This

I I I I I I I I I . 5.2 million tonne increase is in line with the
Government’s decision to raise budgetary

Stocks (left axes) e Jtilisation (right axes) su pport for reserve bUild'Up of key
¥ Production (right axes) commodities by 60 percent to a total of
178.1 billion (USD 26 billion) in 2009. Irindia, record purchases for public distribution
programmes coupled with limited shipments abroagltduexport restrictions are also anticipated
to bolster stocks by 14 percent to 18.5 millionnes As part of its electoral commitments, the
newly re-elected Government has announced a plamowade 25 kilogram of rice to families
below the poverty line at subsidised prices. THag pwhich is to fall under a Food Security Act
framework, would indeed require the Indian Governtite increase the size of its inventories.
Egypt is also anticipated to boost its reserves by 3@guerto 1.4 million tonnes. Similarly,
lower exports inThailand combined with large domestic procurement undeiptinee-pledging
programme, which could reach the 12 million tonnarknby the end of the programme, is
expected to translate into an 18 percent increasainry-over stocks to 4.7 million tonnes. By
contrast, rice inventories in thénited Statesare forecast to close 21 percent lower at 741,000
tonnes. Decreased stocks are also expect€dnmbodiaandMyanmar.
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V. INTERNATIONAL PRICES

International prices continue sliding, but diverging trends manifested across the various
market segments

FAO Price Indices for Rice
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In light of a greater availability of supplies

following the harvesting in May 2009 of large

2008 secondary crops in major producing
countries, rice export prices have generally
assumed a downward direction since the
beginning of the year. This situation has been
reflected by the FAO All Rice Price Index,

which averaged 252 points in June 2009,
compared with the 270 points recorded in
January 2009. However, price trends have been
mixed across the different market segments.
While the slide in prices has been particularly
evident in higher quality Indica, whose index

lost 16 points since the beginning of the year, a
sustained pace of purchases allowed for a
strengthening of Low-quality Indica quotes,

which began subsiding back to its January
levels only in May. On the other hand, renewed

demand for Basmati and Hom Mali varieties
particularly from Near East countries has
supported the Aromatic Rice Price index, which
reversed its downward trend in April and ended
3 points higher in June, compared to its January
value. Meanwhile, prospects of diminished
output from water-strained California and
Australia have upheld medium grain prices. The
Japonica index, however, declined substantially
in May after Egypt eased its export restrictions,
which allowed for a revival of deliveries from
the country. As a result of these diverging
trends, on average the January-June Index slid
to 264 points, 23 points lower than its
corresponding 2008 value, but still 107 points
above the level in June 2007.

Seen from an origin perspective, Thai prices
held steadfast through March 2009, owing to the

launch of the second price-pledging scheme, sqirdgure 6 million tonnes from the 2008
secondary crop at Baht 11,800 (USD 350) per tomhes trend was however quickly inverted
after the April announcement and subsequent teatl@.6 million tonnes of rice from Thai
Government stocks. In line with this, prices fonblemark Thai 100% B dropped by 6 percent in
April and again by 8 percent in May to USD 557 penne. The delayed and subsequent
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cancellation of Thai stock release has, howevegrtarned this trend, allowing for a 3 percent
strengthening of quotes in June. By contrast, l@mand prolonged the downward trend of
export prices in the United States, which nonesetecovered following two large sales to Iraq
in March and April. Meanwhile, exports restrictiomsposed in February preventing new deals
from committing deliveries before July this yeardarlay the strength of Vietnamese prices
during the February to April period. Prices too#avnward turn in April following the lifting of
such restrictions and the decision by the VietnaundrAssociation to lower minimum export
prices for 5 % broken to USD 430-440 per tonne fitvn USD 460 per tonne held since 16
February 20009.

International rice prices in the coming months wié significantly influenced by the
performance of the monsoon rains which will detewnihe output level of main season paddy
crops in many leading exporting countries. In g@itext, India’s recent downgrading of rainfall
forecasts stands out as a matter for concern,b@sause the pattern of the monsoon will likely
be a decisive factor in the decision making proaesxerning the lifting of remaining export
restraints. Based on the current outlook, howeglahal rice supply appears ample relative to
projected world demand. Thus, barring major produacsetbacks and new disruptions arising
from sudden changes in government policies, thédamarket situation now appears in a rather
comfortable balance, especially in the light of tetively large world rice reserves built up in
the past two seasons.

FAO Rice Price Indices
All Indica Japonica | Aromatic
High Low
quality quality
2002-2004 = 100

2004 118 120 120 117 110
2005 125 124 128 127 108|
2006 137 135 129 153 117
2007 161 156 159 168 157
2008 295 296 289 315 251
2008 June 370 386 395 358 279

July 352 369 359 357 269

August 329 335 293 381 260

September 313 302 269 384 25p

October 291 275 225 388 242

November 269 239 188 391 237

December 265 237 178| 384 23]
2009 January 270 240 192 389 234

February 270 240 200 388 214

March 269 238 201 388 214

April 271 232 204 394 218

May 251 224 195 341 236

June 252 224 19C 347 242
2008 Jan.-Jun. 287 299 325 247 25
2009 Jan.-Jun. 264 233 197 375 22
Source: FAO

N.B. - The FAO Rice Price Index is based on 16 rice export gigta. "Quality" is
defined by the percentage of broken kernels, with high (kug)lity referring to rice
with less (equal to or more) than 20 percent brokens. The I8déx for Aromatic
Rice follows movements in prices of Basmati andjfeat rice.
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EXPORT PRICES FOR RICE

Thai u.s Thai u.s E%yptt
. . . or .
White 5 ch";‘i'l o Long Viet Thai India Viet Pak Al California Grain, 5 aF;?“:ati . r;gg "
100% B 100% Grain 5% 25% 25% 25% 25% Super Medium Grade Ordinary 160%
Second grade 2,4% Grain 2,5% 178
u 2 Camolino
(US $/tonne, f.0.b.)

2004 244 247 372 224 225 n.a. 212 230 207 493 17 3 468 443
2005 201 285 319 255 259 236 239 235 219 418 7 32 473 404
2006 311 300 394 266 269 247 249 230 217 512 335 516 470
2007 335 332 436 313 305 292 294 290 275 557 4 40 677 550
2008 695 722 782 614 603 n.a. 553 498 506 913 a. n. 1077 914
2008

June 870 937 985 843 764 n.a. 791 700 645 963 a. n. 1100 1096

July 835 872 985 770 715 n.a. 739 620 583 1036 a. n. 1100 1021

August 787 826 853 599 658 n.a. 548 508 525 1061 n.a. 1100 943

September 764 776 826 546 626 n.a. 489 472 487 19 11 n.a. 1100 899

October 683 670 770 517 538 n.a. 431 400 385 1113 n.a. 1100 835

November 591 584 698 434 464 n.a. 352 342 320 1102 n.a. 1100 810

December 582 597 683 414 454 n.a. 323 330 310 1102 na. 1100 820
2009

January 611 664 625 407 471 n.a. 360 342 332 1102 na. 1100 876

February 624 677 586 425 480 n.a. 393 353 333 5107 n.a. 900 879

March 637 666 529 460 488 n.a. 400 350 335 1123 a. n 900 880

April 606 604 540 460 473 n.a. 400 360 341 1208 an 900 888

May 559 575 544 426 445 n.a. 377 360 316 1202 760 1060 901

June * 576 600 522 415 455 n.a. 365 340 320 1163 70 7 1100 917
2008Jan.-Jun. 684 722 761 681 630 345 625 551 577 738 713 1055 0 94
2009Jan.-Jun. 602 631 558 432 469 n.a. 383 351 330 1146 765 993 90 8

Sources Jackson Son & Co. (London) Ltd. and other pustiarces.

1/ White broken rice. 2/ Up to August 2005 U.S. metdgrain No.2, 4%; since September 2005 onwardslNmaximum 4-percent brokens, sacked, Califammila
Note: Please note that data may have been subjectisiore due to temporary unavailability and/or lateblishing of weekly price quotations.

* Two weeks only.

FAO Rice Market Monitor — June 2009



WORLD PADDY PRODUCTION

WORLD IMPORTS OF RICE

2007 2008 2009
(estimated)  (forecast)

million tonnes, milled eq.

WORLD 323 30.0 31.0
Developaogintries 275 254 25.8
Developed @ 4.8 4.6 5.2

ASIA 15.6 141 14.4

Bangladesh 14 1.7 4 0
China 1.0 0.7 0.9
of which TaiviRrov. 0.1 0.1 0.1

Inddmes 1.8 0.3 0.1
Iran, Islamic Rep 1.1 1.0 1.2
Iraq 0.8 0.7 1.9
Japan 60 0.6 0.7
Malaysia 0.8 1.0 0.
Philippines 18 32 24
Saudi Arabia 1.2 1.0 31
Sri Lanka 0.1 0.1 0.

AFRICA 10.1 9.4 9.6
Cote d'lvoire 0.8 9 0. 0.9
Nigeria 1.9 2.0 1.8

Senegal 1.0 0.9 0.9
South Africa 1.0 0.8 0.9
CENTRAL AMERICA 2.3 2.3 2.3
Cuba 0.7 0.7 0.7
Mexico 0.6 0.5 0.5
SOUTH AMERICA 11 1.C 11
Brazi 0.7 0.4 0.7
Per 0.1 0.1 0.0
NORTH AMERICA 1.0 1.0 1.0
Canad 0.3 0.2 0.3
United States 0.7 7 0. 0.7
EUROPE 17 1.8 2.0
EU 11 13 1.4
Russian Fed. 0.2 0.3 3 0]
OCEANIA 0.4 0.4 0.5

2007 2008 2009
(estimated)  (forecast)
million tonnes
WORLD 660.5 687.5 689.3
Developing countries 636.1 663.1 664.0
Developed countries 24.3 24.4 25.3
ASIA 601.2 622.6 622.5
Bangladesh 43.4 47.9 48.0
Cambodia 6.7 7.2 7.6
China 187.4 193.4 194.7
of which Taiwan Prov. 14 1.5 1.5
India 145.0 149.0 145.2
Indonesia 57.2 60.3 60.9
Iran, Islamic Rep. of 3.3 2.6 2.8
Japan 10.9 11.0 10.8
Korea Rep. of 6.0 6.5 6.4
Myanmar 315 30.5 315
Pakistan 8.3 9.8 9.5
Philippines 16.6 16.8 17.2
Sri Lanka 3.1 3.9 3.6
Thailand 321 31.4 31.1
Viet Nam 35.9 38.6 39.0
AFRICA 22.0 255 25.6
North Africa 6.9 7.3 7.3
Egypt 6.9 7.2 7.3
Sub-Saharan Africe 15.1 18.2 18.:
Western Afric 8.¢ 11. 11t
Caote d'lvoir 0.€ 0.7 0.7
Guine 1.3 1.t 14
Mal 11 1.€ 1.7
Nigeria 3.2 4.2 4.3
Central Africi 04 0.4 04
Eastern Africa 1.8 1.8 1.8
Tanzania 14 1.4 1.3
Southern Africa 3.9 4.5 4.6
Madagascar 3.6 4.1 4.2
Mozambique 0.2 0.2 0.3
CENTRAL AMERICA 2. 2.€ 2.7
Cub 0.4 0.4 0.E
Dominican Rep. 0.7 0.8 0.8
Mexico 0.3 0.3 0.3
SOUTH AMERICA 22.1 24.1 24.7
Argentina 11 1.2 1.2
Brazil 11.3 12.1 12.7
Colombia 2.4 2.6 2.6
Peru 2.5 2.8 2.7
Uruguay 11 1.3 1.3
NORTH AMERICA 9.0 9.2 10.0
United States 9.0 9.2 10.0
EUROPE 3.6 3.5 3.8
EU 2.8 2.6 2.9
OCEANIA 0.2 0.0 0.1
Australia 0.2 0.0 0.1
FOOTNOTES:

Totals computed from unrounded data.
1/ Tentative.

WORLD EXPORTS OF RICE

2007 2008 2009’
(estimated)  (forecast)
million tonnes, milled eq.

WORLD 323 30.0 31.0
Developing countries 28.9 6.32 275
Developed countries 35 3.7 35

ASIA 25.8 24.0 245

China 1.4 1.0 21
of which Taiwan Prov. 0.0 0.1 0.1
India 6.2 35 4.0
Myanmar 0.0 0.2 0.7
Pakistan 2.6 2.8 3.2
Thailand 9.6 10.0 8.3
Viet Nam 4.6 4.7 5.4
AFRICA 1.2 0.5 0.8
Egypt 1.2 0.5 0.8
SOUTH AMERICA 2.0 2.0 2.4
Argentina 0.4 0.3 0.5
Guyana 0.3 0.2 0.2
Uruguay 0.8 0.8 0.8
NORTH AMERICA 3.0 3.3 3.1
United States 3.0 3.3 31
EUROPE 0.2 0.1 0.2
EU 0.2 0.1 0.1
OCEANIA 0.1 0.1 0.1
Australia 0.1 0.1 0.1
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RICE : Supply and Utilization in Main Exporting Cou ntries.

(National Crop Years)

Opening Stocks
Production 1/
Imports

Total Supply
Domestic Use
Exports
Closing Stocks

Opening Stocks
Production 1/
Imports

Total Supply
Domestic Use
Exports
Closing Stocks

Opening Stocks
Production 1/
Imports

Total Supply
Domestic Use
Exports
Closing Stocks

CHINA 2/ 3/
(Oct./Sep.)
2007/2008 2008/2009 2009/2010"
prelim. f'cast
[T thousand tonnes ........... )
56346 58275F 63480F
12842% 132520G 133423~
389G 490 F 590 F
185163 191285 197493
125866 126655 127228
1022G 1150F 1455F
58275 63480F 68810F
PAKISTAN 2/
(Nov./Oct.)
2007/2008  2008/2009 2009/2010"
prelim. f'cast
[P thousand tonnes ........... )
400 350F 440 F
555% 6543G 6337F
1F 1F 1F
5960 6894 6778
2781 3254 3278
2829G 3200F 3100F
35F¢ 440F 400 F

UNITED STATES 4/

(Aug./Jul.)
2007/2008 2008/2009  2009/2010

prelim. f'cast

o thousand tonnes ........... )
1266 942G 741G
63455 6515G 7036 G
764G 608 G 704G
8375 8065 8481
3983 4318 4222
34506 3006 G 3102G
94% 741G 11576G

INDIA 2/
(Oct./Sep.)
2008/2009
prelim.
(....hausand tonnes

2007/2008

12300F 16200F

96690G 99370G

50 F 50 F
109040 115620
89312 93120

3528G 4000F

16200F 18500F
THAILAND 2/

(Nov./Oct.)

2007/2008

prelim.
(....hausand tonnes

4350F 4000F
21250G 20776G
150 F 200F
25750 24976
11781 11976
9969 G 8300F
4000F 4700F
VIET NAM 2/
(Nov./Oct.)
2007/2008  2008/2009
prelim.

(....hausand tonnes

4800F 4350F
23969G 25767G
200F 200F
28969 30317
19899 20517
4720G 5400F
4350F 4400F

2009/2019
f'cast

18500F
96800F
50 F
11535
9385
4100F
17400F

2008/2009 2009/2010"

f'cast

4700F
20588F
200F
25488
12188
8200F
5100F

2009/2019
f'cast

4400F
26013F
200F
30613
20813
5100F
4700F

Symbols:

G Official figure
*  Unofficial figure

F FAO estimate/forecast

Footnotes:

Totals computed from unrounded data.

1/ Milled basis.
2/ Rice trade data refer to the calendar ye#nebecond year shown.

3/ Including Taiwan province.
4/ Rice trade data refer to the August/July mizmgeseason.

5/ Highly tentative.
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