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Welcome to Hot Bites from India, a weekly summary of issues of interest to the U. S. agricultural community.  The report includes information that has been garnered during travel within India, reported in the local media, or offered by host country officials and agricultural analysts.  Press articles are included and summarized in this report.  Significant issues will be expanded upon in subsequent reports from this office.  Minor grammatical changes have been made for clarification.

DISCLAIMER: Any press summary contained herein does NOT reflect USDA’s, the U.S. Embassy’s, or any other U.S. government agency’s point of view or official policy.

PRIME MINISTER WARNS OF IMPENDING FOOD SECURITY PROBLEM

Prime Minister Manmohan Singh cautioned that availability of basic food items and their prices could come under increasing pressure.  In his opening remark at the meeting of the National Development Council (the country’s highest policy making body), convened in New Delhi to approve the Eleventh Five Year Plan of the country, he pointed out that there was need for enhancing stocks of food grains and considering buffer stocks for pulses and edible oils.  “I will be failing in my duty if I do not draw your attention to the impending problem of food security.  Global trends in food production and prices and our patterns of consumption are going to put increasing pressure on both availability and prices of basic food items,” he said.  (Source: The Hindu, 12/20/07)

Post Comment:  The full text of the Prime Minister’s opening remark at the National Development Council meeting is available at: www.pib.nic.in/release/release.asp?relid=34132
GLOBAL BIDDERS QUOTE HIGH RATES AS WHEAT FLARES UP 

The State Trading Corporation of India’s (STC) latest wheat import tender for 350,000 tons [www.stc.gov.in/Tenders/tendwheat04.pdf] has elicited offers totaling 330,000 tons from three bidders, who have quoted $460 to $580 per ton (C&F).  This comes on a day when the bellwether March wheat futures at the Chicago Board of Trade breached the $10-a-bushel mark for the first ever time.  Those who bid at STC’s tender, issued on December 10 and opened on December 17, included Cargill Inc, Glencore International AG, and Alfred C. Toepfer.  Cargill is reported to be the lowest bidder offering 65,000 tons at Mundra port for $459.90 per ton (C&F).  Glencore offered to supply 200,000 tons at Mundra and Kandla ports at $462 and $465 per ton respectively.  The highest price range of $562 to $579.62 per ton for 65,000 tons was quoted by Toepfer.  The government has time till December 22 to decide whether to allow STC to purchase wheat at the offered rates.  (Source: Business Line, 12/18/07)

Post Comment:  During the current wheat marketing year (April-March), the GOI has finalized import contracts for around 1.8 million tons of wheat, which include 511,000 tons through an STC tender on July 27 (at weighted average price of $325.59 per ton), 795,000 tons through an STC tender of August 30 (at $389.45 per ton), 342,500 tons through an MMTC tender of November 12 (at $400.19 per ton), and 150,000 tons through the PEC tender of November 26 (at $396.9 per ton).  

PULSES IMPORT TO STAY COSTLY

The country’s fat pulse import bill is unlikely to ease as there is no sign of prices coming down in Canada, India’s largest source for imports, which would rather keep the prices strong to protect its farmers.  “Pulses prices need to remain strong in Canada in order to provide the incentive for growers,” Pulse Canada’s Market Development Director, Carl Potts said.  The incentive is required as prices for other crops such as wheat, barley, and canola have and are expected to be strong in the coming months, he added.  He said robust demand from India and China would provide support to firmness in prices in Canada.  “Peas are the pulse that are exported in largest quantities to India,” ha added.  The yellow peas prices in Canada have increased to $550 per ton from $300 to 350 per ton in the past year.  He said India imported 743,000 tons of pulses from Canada in CY 2006 compared to 434,000 ton in CY 2004.  “I estimate that India will import over one million tons of Canadian pulses in 2007 calendar year,” Potts said.  (Source: Financial Express, 12/19/07)

INFLATION AT THREE-MONTH HIGH

The wholesale price index-based inflation rate rose to 3.75 percent for the week ended December 1 from 3.01 percent the previous week after aviation fuel, some food products, and manufactured items turned dearer.  This is the highest figure in three months.  Among food items, bajra (pearl millet) price rose by 3 percent, while fruits, vegetable, and condiment and spices were dearer by one percent, according to official data.  Analysts predict a rise in inflationary expectations in the coming months on account of rising crude oil prices and hardening global food prices.  The country is importing wheat, pulses, edible oils, and a few other food items, many of which have turned costlier.  (Source: Indian Express, 12/15/07)

INDIA DOWNSIZED IN GLOBAL ECONOMIC SWEEPSTAKES

The World Bank says China and India are not what they are blown up to be.  The Bank has “downsized” the economies of the two Asian giants by nearly 40 percent under new metrics, which it says are more reliable and accurate than previous estimates.  The International Comparison Program (ICP) data, released by the World Bank on December 17, lists new estimates of purchasing power parities (PPPs) for 100 countries benchmarked to the year 2005.  According to the new data, India’s GDP in PPP terms was $2.34 trillion in 2005 and in nominal dollar terms was $778.7 billion.  Prior to the revision, India’s GDP in PPP terms was $3.8 trillion in 2005 and had grown to $4 trillion in the current year.  As a result of the revisions, India’s share in global GDP in 2005, which has also been revised downwards from more than $68 trillion in the earlier estimates to just under $55 trillion, came down sharply from 6.2 percent to 4.3 percent.  This would make India the world’s fifth largest economy in 2005 compared with the fourth largest prior to the revision.  (Source: Times of India, 12/19/07)

RETAIL ALONE CAN HELP FARMERS, SAYS MINISTER

The Minister of State for Food Processing Industries, Mr. Subodh Kant Sahai said at a function organized by the Federation of Indian Chambers of Commerce and Industry (FICCI), that India may open up its $330 billion retail market after being convinced that small stores will not be affected by big retailers.  The Minister allayed fears regarding the adverse impact on small players due to the expansion of organized retail activities and stated that evolution of retail in India alone could help farmers.  He further emphasized that small retail stores are everywhere and they are not being harmed at all.  The government’s main aim was to create employment opportunities for farmers, which could be done by the growth of the retail industry.  The Department of Industrial Policy and Promotion has engaged an agency for a detailed study on the impact of Foreign Direct Investment in food retail on small stores and its report is expected in March 2008.  (Source:  The Financial Times, 12/18/07; The Economic Times, 12/18/07)

SPENCER’S TO INFUSE $760 MILLION FOR NEW LOOK

The $3.4 billion conglomerate RPG’s subsidiary Spencer’s (a major retail chain in India) will now be focusing on providing a new range of products and entering higher price segments across all categories of its operation.  In a strategic shift the company is moving from running discount stores to that of an upmarket premium retailer.  The company’s new marketing campaign would highlight the shift in strategy.  The company wants to be identified as a different food first retailer by selling products and experience to its customers.  The emphasis would be both on customer service as well as merchandise assortment.  According to the Vice-President (marketing) of Spencer’s retail, the company has identified their target consumer as the affluent middle class and upper middle class in urban India for whom price is not of much consideration.  The company has decided to operate in this segment as there is no organized player operating in this segment currently.  Additionally, the company wants to tap the huge market which is driven by the economic growth drivers and high spending in the country.  (Source:  The Financial Times, 12/18/07)
INDIA OVERTAKES GERMANY IN ALMOND IMPORTS FROM US

Increased consumption of almonds in India coupled with strong rupee has favored increased almond imports from the U.S.  India is ranked as the second largest importer of almonds from the U.S. ahead of Germany during the crop year 2007-08.  Exports from the U.S. to India stood at 43.21 million pounds of in-shell almonds and 2.31 million pounds of shelled almonds during the crop year 2007-08, compared to 29.42 million pounds of in-shell almonds and 2.16 million pounds of shelled almonds last year.  Industry sources attribute increased imports to easy availability of the commodity, lower price vis-à-vis last year and to the strong rupee.  Growing incomes and preference for almonds for health reasons will definitely contribute to higher consumption.  Additionally, almonds are extensively used as a luxury input in sweets preparations and therefore act as a daily required input for ready to eat foods catering and confectionary sector.  (Source:  The Hindu Business Line, 12/18/07)
RECORD EXPORTS OF SOY MEAL LIKELY

Against the targeted exports of 4.5 million tons through September 2008, India has already sold around 2.5 million tons of soy meal since October this year.  Good demand from China, Europe and South East Asia is driving up the sales.  As per the spokesperson from the Soybean Processors Association of India, India may ship around 500,000 ton of soy meal to China.  European traders have contracted to buy 100,000 tons of Indian soy meal.  Presently, soy meal prices are hovering around $400/ton (F.O.B) (Source: Business Standard, 12/19/07)
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