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Executive Summary

Kazakhstan’s MY 2005/06 grain production is expected to increase in 2005 despite a slight decrease in area.  Grain production area is expected to decrease by 300 – 400 THA but total grain production is expected to increase to 14.5 MMT assuming normal weather conditions throughout the rest of the growing season.  The total grain production forecast includes 11.5 MMT of wheat, 2.0 MMT of barley and about 1.0 MMT of other grain.

In 2004, despite a large increase in area planted, grain yields decreased due to a summer drought in most major growing areas.  Total grain production in 2004 was officially reported at 12.4 MMT a decrease of 2.4 MMT from the previous year.  This included 9.95 MMT of wheat production, 1.5 MMT of barley and about 1.0 MMT of other grains (corn, rice, oats, rye, buckwheat and sorghum).  Grain area increased by 600,000 hectares in 2004 as farmers sought to increase production due to higher export demand and high prices in traditional export markets during the previous marketing year.  However, low precipitation from May-July 2004, damaged crops in the northern part of the country.  Total MY 2004/05 wheat exports are estimated to be 3.2 MMT, a decease from the previous year, due to lower production in Kazakhstan and better harvests in Russia and Ukraine, which lowered demand.  

Production

Wheat

Kazakhstan wheat production forecast is at 11.5 MMT in 2005, assuming normal weather conditions during the remainder of the growing season.   Spring rains are critical to growth.  An increase in production is expected despite a slight reduction in planted area to 11.5 MHA.  Low export demand in MY 2004/05 as well as lower prices for wheat led farmers to slightly reduce area under wheat in 2005.  

Kazakhstan wheat production in 2004 was officially reported at 9.95 MMT, a 1.0 MMT decrease from the previous year despite a 500 THA increase in area planted with wheat.  Inadequate precipitation (less than 30-40 percent normal from May-July 2004) resulted in poorer yields in major grain regions.  On the other hand, the dry weather produced better quality wheat.  The Ministry of Agriculture reported that approximately 85% of the wheat was Class 1-3 standard (available for bread production) compared with only 75% in last year.  In addition, about 60% of harvested wheat had a gluten content more than 25 percent compared with 20% last year.    

Spring wheat is the primary grain grown in Kazakhstan.  In MY 2004/05 spring wheat has been planted on 11.3 MHA, which represents 82 percent of total grain area or 66 percent of all planted agricultural land in the country.  At the same time, planted area under fodder crops, feed grains and legumes were reduced.  The northern regions producing about 70 percent of total wheat production in Kazakhstan.  Most of the grain area is managed by large grain companies, which are mainly interested in producing more wheat given its high export demand compared with other crops.  Specialists assume that planted wheat area will stabilize at 11.5-12.0 MHA due to flat domestic consumption and limited exports.  However, the GOK is attempting to help grain producers to increase yields and improve wheat quality.  The GOK allocated about 7 billion KZT of subsidies for seeds, fertilizers and chemicals in 2004.  In addition, 8 billion KZT of subsidies have been allocated for fuel and machinery.

Barley

Barley production is forecast at 1.9 MMT in 2005 assuming normal weather conditions during the remainder of the growing season.  Area will increase slightly compared with 2004 as farmers switch back from wheat to barley, however it will still be below 2003 area. 

Kazakhstan does not officially report barley production.  However, but specialists estimate 2004 production at 1.5 MMT.   This was 600 TMT less than the previous year due to a decrease in area and summer drought.  Area decreased by 100,00 due to low prices on domestic markets and limited export potential.  Barley producers shifted from barley to wheat, which is perceived as more profitable. 

Consumption

Wheat

In MY 2004/05 total domestic wheat consumption increased by 500,000 MT compared with the previous year due to higher utilization for seeds and industrial processing (mostly alcohol).  Official data for wheat domestic consumption is not yet available, but according to preliminary estimates, in MY 2004/05 1.8-1.9 MMT of wheat were used for planting, about 350,000 MT for industrial processing, 2.6 MMT for feed, and 2.55 MMT for food.  MY 2005/06 total domestic consumption forecast is unchanged at 7.3 MMT.  

Barley

Barley is the major feed grain in Kazakhstan.  Livestock farmers produced about 50 percent of barley for farms use.  The remaining 50 percent is grown by farmers for export and domestic sales.   Barley consumption is limited by an undeveloped livestock sector.  According to official statistics about 85 percent of total livestock (cattle, swine, sheep, horses, camels) numbers is raised by householders for their own use.  The remaining 15 percent is raised by small farmers and cooperatives.  Usually, householders and small farmers are using cheaper feed such as hay, food-industry waste and small a amount of crushed grain such as barley or wheat.  Only large dairy, poultry and swine farms are using compound feed.  Total compound feed production in the country is estimated at 400,000-500,000 MT.  

Trade

Wheat

MY 2005/06 wheat exports are forecast at 4.5 MMT an increase of over 1 MMT from the previous year.  A better harvest coupled with higher demand should support this increase.  Observers expect that the CIS countries will remain import importers due to poor to average crops expected in these countries.

MY 2004/05 wheat exports are estimated at 3.2 MMT.  This was 1.3 MMT less than the previous year due to better yields in Russia and Ukraine, which were major importers in MY2003/04.   However, Russia will remain a major importer of Kazakh wheat in current MY because Russian grain processors are using Kazakhstan’s wheat for blending to improve the quality of its wheat flour.  According to official data, on March 1, 2005 total wheat exports were about 2.0 MMT including 1.5 MMT of wheat and 300,000 MT of wheat flour (450,000 MT/wheat basis/conversion rate is 0.7) during the current marketing year.  Grain traders expect that within the next four month remaining in the current marketing year 

(MY 2004/05) exports of wheat will reach 3.2 MMT, because Western European and Scandinavian importers prefer to purchase Kazakhstan’s grain toward the beginning of summer.  In MY 2004/05 major importers of wheat were CIS countries such as Russia (1.1 MMT), Tajikistan (150,000 MT) and Azerbaijan (150,000 MT).  Other important wheat buyers are expected to be Turkey (100,000 MT), Norway (40,000 MT) and Italy (30,000 MT).  

The absence of a sea port and high transportation duties through Russia to Ukrainian Black Sea Ports are a major constraint for Kazakhstan’s wheat exports.  Transportation duties through Russia are about $50-$60 per ton, which is three times higher than in Kazakhstan.  However, the GOK is looking for new markets for Kazakh wheat.  In MY 2004/05 the GOK has been exploring possible markets in Egypt, China and Iran.  At the end of 2004, the first test shipment, containing 3,000 tons of Kazakh wheat was shipped to Egypt.  However, transportation costs from Kazakhstan to Egypt were estimated at about $110 per ton, making it too expensive for exports. In 2005, the State Food Procurement Corporation (SFPC) is planning to ship about 25,000 MT to China as a test, but grain traders also are pessimistic that transportation costs will be prohibitive and logistically difficult.  China’s rail system runs on a different gauge track and changing undercarriages on the border will add additional costs.  In addition, China’s demand for wheat is primarily in the more populated southeastern region.  It is less costly to ship to that region by vessels from the Black Sea.

At the end of 2004 the GOK began negotiations with Iran to ship wheat to northern, which has a deficit of food grain, while Iran will ship its own grain to possibly Saudi Arabia, the UAE and Afghanistan. The GOK is planning to sell about 1.0 MMT a year on this scheme. 

The SFPC has established representative offices in London, Moscow, Tashkent, Beijing and Teheran to promote Kazakhstan wheat sales.

Barley

Kazakhstan’s MY 2004/05 barley exports significantly decreased to 150,000 MT due to higher production of feed grain in Russia, Ukraine and EC countries, which are traditional importers. In addition Saudi Arabia has not purchased barley from Kazakhstan due to high transportation costs and better offers from Russian and EU traders.  Like wheat, high transportation costs are a major constraint for barley exports.  However, most barley is sold to Russia and CIS countries as Azerbaijan, Tajikistan and Uzbekistan.

MY 2005/06 barley exports are forecast at 200,000 MT assuming higher demand from traditional importers as Russia, Saudi Arabia and EU countries.

Stocks

MY 2004/05 ending stocks for wheat have decreased to 3.5 MMT due to lower production and high domestic consumption.  The SFPC is keeping about 550,000 MT of grain in state reserves.  The remaining stocks are held in elevators by processors and traders.

MY 2005/06 ending stocks are forecast to decline by additional 200,000 MT to 3.2 MMT due to expected average production and higher exports.

Policy

The GOK has continued to support grain producers with subsidies for seeds, fuel, chemicals, fertilizers and machinery.  About 27 billion KZT has been allocated from the state budget in 2004.   In addition, every year the GOK establishes a temporary ban for exports of diesel fuel in order to avoid fuel deficits during the sowing season.  In 2005, the ban was established from March 1 to June 1.  The GOK is planning to provide about 150,000 of diesel fuel for farmers with a 40% discount during the sowing season and about 350,000 MT for harvest.

Within the last three years, the GOK has been trying to improve the country’s infrastructure for wheat exports.  In December 2004, the National Railway Company completed a new branch, which connects the north with the Caspian Sea port, Aktay.  The branch is reduces the transport distance between the northern and western regions of the country by 1,000 kilometers.  It will save about $20 per ton on transportation of grain to the Aktay grain terminal, which is owned by the SFPC.  Prior to this, deliveries took about 10 days to reach the terminal.  

Also, the GOK is attempting to improve infrastructure in foreign ports which handle Kazakhstani grain.  The SFPC, Kazakhstan’s Grain Pool and a Latvian trade company have established a joint venture for construction of a new grain terminal in Ventspils Sea Port with capacity of 2.5 million ton a year.  The total cost for construction is estimated at $26 million.  The construction was to be completed at March 2005, but according to some traders, there have been some financing problems with the construction.  In addition to this project, the GOK is planning to buy shares in some Black Sea ports in Ukraine in order to invest in port improvements. 

The GOK is considering construction of 4,000 kilometers of Trans-Kazakhstan’s railroad from China to Iran with European standard gauge (1435 millimeter).   About 3,000 km of this road will be put on Kazakhstan’s territory from the Kazakh station, Druzhba on the Chinese border, through Turkmenistan to Iran.  Preliminary information shows that shipments from China to Rotterdam can be delivered within 14 days.  The project already has been approved by the governments of China, Iran, Turkmenistan and Turkey.

Marketing

The SFPC is playing significant role on domestic and exports grain markets. In MY 2004/05 the SFPC procured 460,000 MT for rotation of state reserves and 1.3 MMT for market stabilization.  The GOK through the SFPC is protecting local the grain market from sharp increases or decreases in wheat prices.  In MY 2004/05 the SFPC purchased wheat with an average price of $106-110 per MT giving 40 % in spring and 60 percent after grain delivery.  

In MY 2005/06 the SFPC is planning to procure 550,000 MT for rotation of state reserves and about 2.0 MMT for market stabilization with prices of about $85-87 per ton.  If market prices significantly change during the season the SFCP will also make adjustments in their prices.

	Kazakhstan, Republic of
Wheat
(1000 HA)(1000 MT)

	
	2003
	Revised
	2004
	Estimate
	2005
	Forecast
	UOM

	
	USDA Official [Old]
	Post Estimate [New]
	USDA Official [Old]
	Post Estimate [New]
	USDA Official [Old]
	Post Estimate [New]
	

	Market Year Begin
	
	07/2003
	
	07/2004
	
	07/2005
	MM/YYYY

	Area Harvested
	11300
	11300
	11800
	11800
	0
	11500
	(1000 HA)

	Beginning Stocks
	5421
	4315
	5635
	4030
	5100
	3495
	(1000 MT)

	Production
	11500
	11000
	9950
	9950
	0
	11500
	(1000 MT)

	TOTAL Mkt. Yr. Imports
	14
	15
	15
	15
	0
	15
	(1000 MT)

	Jul-Jun Imports
	14
	15
	15
	15
	0
	15
	(1000 MT)

	Jul-Jun Import U.S.
	0
	0
	0
	0
	0
	0
	(1000 MT)

	TOTAL SUPPLY
	16935
	15330
	15600
	13995
	5100
	15010
	(1000 MT)

	TOTAL Mkt. Yr. Exports
	4500
	4500
	3200
	3200
	0
	4500
	(1000 MT)

	Jul-Jun Exports
	4500
	4500
	3200
	3200
	0
	4500
	(1000 MT)

	Feed Dom. Consumption
	2700
	2700
	2600
	2600
	0
	2600
	(1000 MT)

	TOTAL Dom. Consumption
	6800
	6800
	7300
	7300
	0
	7300
	(1000 MT)

	Ending Stocks
	5635
	4030
	5100
	3495
	0
	3210
	(1000 MT)

	TOTAL DISTRIBUTION
	16935
	15330
	15600
	13995
	0
	15010
	(1000 MT)


	Kazakhstan, Republic of
Barley
(1000 HA)(1000 MT)

	
	2003
	Revised
	2004
	Estimate
	2005
	Forecast
	UOM

	
	USDA Official [Old]
	Post Estimate [New]
	USDA Official [Old]
	Post Estimate [New]
	USDA Official [Old]
	Post Estimate [New]
	

	Market Year Begin
	
	7/20003
	
	07/2004
	
	07/2005
	MM/YYYY

	Area Harvested
	1800
	1800
	1650
	1700
	1700
	1700
	(1000 HA)

	Beginning Stocks
	949
	897
	299
	497
	199
	147
	(1000 MT)

	Production
	2000
	2100
	1500
	1500
	0
	1900
	(1000 MT)

	TOTAL Mkt. Yr. Imports
	0
	0
	0
	0
	0
	0
	(1000 MT)

	Oct-Sep Imports
	0
	0
	0
	0
	0
	0
	(1000 MT)

	Oct-Sep Import U.S.
	0
	0
	0
	0
	0
	0
	(1000 MT)

	TOTAL SUPPLY
	2949
	2997
	1799
	1997
	199
	2047
	(1000 MT)

	TOTAL Mkt. Yr. Exports
	700
	500
	50
	100
	0
	200
	(1000 MT)

	Oct-Sep Exports
	700
	500
	50
	100
	0
	200
	(1000 MT)

	Feed Dom. Consumption
	1850
	1950
	1450
	1650
	0
	1650
	(1000 MT)

	TOTAL Dom. Consumption
	1950
	2000
	1550
	1750
	0
	1747
	(1000 MT)

	Ending Stocks
	299
	497
	199
	147
	0
	100
	(1000 MT)

	TOTAL DISTRIBUTION
	2949
	2997
	1799
	1997
	0
	2047
	(1000 MT)
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