Presentation to Agricultural Outlook Conference

Organized by China’s National Grain and Oil Information Center
Beijing, July 17-18, 2004

Gerald A. Bange

Chairperson, World Agricultural Outlook Board

Office of the Chief Economist, U.S. Department of Agriculture

 SEQ CHAPTER \h \r 1
THE OUTLOOK FOR WORLD GRAIN AND OILSEED MARKETS
Introduction
Thank you for the opportunity to speak to this important conference.

As chairperson of the World Agricultural Outlook Board (WAOB), I am responsible for overseeing the coordination, review, and clearance of all commodity forecasts released by the United States Department of Agriculture (USDA).  It is the Board’s responsibility to ensure that USDA estimates are unbiased, based on sound information, and released in a timely manner.          

USDA forecasts are the primary source of information used by U.S. and world commodity markets and are the benchmark forecasts against which the forecasts of other commodity analysts are measured.  The most sensitive reports, such as the monthly World Agricultural Supply and Demand Estimates report, are prepared under tight security.  I am pleased to say that USDA reports enjoy a high level of public trust.

Economic Overview
This discussion must begin with a brief overview of today’s economic environment.  Since 2002, the global economy has substantially strengthened, boosting the demand for farm products.  Economic growth outside the United States, which was only 1.6 percent in both 2001 and 2002, improved to 2.2 percent in 2003 and is expected to rise to 3.3 percent this year.  U.S. growth, at a near standstill in 2002, rose to 3.1 percent in 2003 and is expected to be above 4.5 percent this year.

U.S. agricultural exports will reach $61.5 billion in fiscal year 2004, an all-time high.  This has occurred for several reasons.  First, the reduced value of the U.S. dollar makes U.S. farm products cheaper in foreign currency terms and reduces the cost of our products relative to other potential suppliers.  The trade-weighted value of the dollar, measured against the currencies of countries that import U.S. agricultural products, was 6 to 7 percent lower in 2003, compared with 2001 and 2002.  The trade-weighted value of the dollar, measured against the currencies of countries that compete against the U.S. in global agricultural product markets, was 15 to 20 percent lower in 2003, compared with 2001 and 2002. 

A second factor resulting in greater U.S. agricultural exports has been China's growing net imports of agricultural products.  China's strong economic growth, booming demand for food, accession into the World Trade Organization (WTO), and declining stocks of grain and cotton have caused U.S. agricultural exports to China to rise from $1.4 billion in FY 2002 to an estimated $5.4 billion in FY 2004.  China's domestic uses of cotton and soybean meal have each nearly doubled during the past 5 years. 

Currently, USDA projects record setting U.S. corn, soybean, and rice crops in 2004, a good cotton crop, but a U.S. wheat crop somewhat below the 2003 level.  Despite generally larger crops in the United States and the rest of the world, world market prices are likely to remain firm as stocks at the beginning of the 2004/05 marketing year will be the lowest in many years. 

World grain demand is expected to outpace production for the fifth consecutive year.  By the end of this summer, global grain stocks as a percent of use will be the lowest since 1976 for rice, the lowest since 1972 for wheat, and the lowest on record for coarse grains. Stocks are also low for soybeans and cotton.

Grain and Oilseed Market Situation

My assigned speech topic today is to address the world grain and vegetable oil market situation.  The reality is that in today’s world no such discussion is possible without addressing recent developments here in China.  I am in the right place to do that.

First, China has been the world’s fastest growing large economy for a number of years.  Last year, China’s growth rate reached 9.1 percent despite the negative impact of the SARS epidemic.  Generally, the manufacturing sector is growing at an even faster pace.  Agriculture, on the other hand, is growing at a much slower pace.

Some have suggested that China’s growth rate cannot be sustained.  This view seems to be shared by government officials here who have expressed concern that the economy may be growing too fast.  Clearly, resource constraints, most notably energy, are a concern.  Raw material prices have escalated as China has become the world’s third largest oil importer and the demand for steel, copper, soybeans, animal hides, and cotton has risen sharply.  While a decline in the price of some manufactured items may be due to increased efficiency, it may also suggest that manufacturing capacity is being overbuilt in some areas.

China’s growth is boosting the demand for many products.  Imports of raw materials and agricultural products have increased dramatically not only from the United States but also the rest of the world.  In 2003, the value of China’s agricultural imports grew by 60 percent.  It likely will grow further this year.  Thus, China’s accelerating demand for raw materials is contributing to stronger world prices for major commodities.  China’s burgeoning demand also contributed to the record-high ocean freight rates we saw until recently.

Despite vigorous growth, until recently, inflation has not been a major problem in China.  To the contrary, a deflationary period started in 1998 following several years of serious inflation.  Beginning last fall, however, food prices started to rise sharply.  By the beginning of 2004, food prices were 15 percent above a year earlier.  As yet, the manufacturing sector has not experienced sharp price increases.

In some respects, the situation in China is quite similar to what happened in the early-to-mid-1990's when grain prices in China rose rapidly.  Recently, we have seen reports of sharp price increases in rice and spot grain shortages in Shanghai.  A decade ago this led to large grain imports.  China switched from net exports of 9 million tons in 1993 to net imports of 15 million tons in 1994, a swing of 24 million tons.  China imported wheat, rice, and corn in 1994/95.  In subsequent years, China implemented grain self-sufficiency policies and enjoyed good weather.  As a result, China’s grain supply greatly exceeded demand and prices fell from 1997 to 2002.  And, once again, China became a net exporter of grain.

As appendix Figure 1 shows, Chinese and U.S. prices tend to move in tandem.  Clearly, developments in China have a major impact on world grain and oilseed markets. Given this close correlation, China’s policy decisions affect not only China but also the rest of the world.  In response to higher food prices, we know that China this year is cutting agricultural taxes, reducing grain exports, waiving the value added tax on some wheat imports, attempting to boost production of food through direct subsidies to grain producers and higher procurement prices, and discouraging the production of some non-food crops.

How effective will these policy initiatives be?  Some analysts have suggested that Chinese producers may not respond as dramatically as they did in the mid-1990s (see appendix Figure 2).  Unlike a decade ago, China’s farmers may now be more motivated by the profits from cash crops which they currently enjoy and less responsive to government subsidies unless made very attractive.   And, as an over-riding concern, there is the continuing problem of water scarcity that may constrain China’s ability to expand crop production. 

Given these uncertainties, and lacking some basic supply/demand information, it has become increasingly difficult to forecast the future of Chinese agriculture.  And, as indicated above, this has occurred as China’s agricultural sector has become increasingly important to the rest of the world.

In the remainder of this paper, I will briefly outline the United States Department of Agriculture’s current forecasts for global wheat, corn, rice, and soybean markets.  I will conclude by discussing USDA’s current estimates of China’s grain stocks.

Grain and Oilseed Outlook for 2004/05
Wheat:  The global wheat crop is forecast to increase by over 40 million tons in 2004/05.  That would be the largest year-to-year increase in production in 15 years.  Much of the increase is due to larger crops in the 25 countries in the newly expanded European Union and the Former Soviet Union, two regions where crops last year were reduced by a combination of “winter-kill” and drought.  Despite the larger crop this year, global wheat stocks are projected to shrink to their lowest level in 23 years.  Tight global stocks are expected to support market prices.  We forecast that U.S. wheat prices received by farmers will increase slightly during the 2004/05 marketing year.

Although China’s wheat and corn crops are forecast to be little changed from last year, we expect endings stocks of these commodities will continue the sharp decline we have seen in recent years.  Because of the recent and rapid increase in China’s domestic wheat prices and a drop in state-held wheat reserves, USDA forecasts China’s wheat imports in 2004/05 at 8 million tons (see appendix Figure 3).  That would be up from last year’s 3 million tons; would be China’s largest imports since 1995/96; and would make China the world’s largest wheat importer.

Rice:  Global rice production (milled basis) is projected to increase about 3 percent in 2004/05 but will still be 2 percent smaller than the 1999/2000 record.  Global rice consumption is expected to be record high.  Ending stocks are projected to decline more than 20 percent and will fall to the lowest level since 1982/83.  A sharp reduction in China’s rice stocks accounts for most of the decline in global ending stocks we have seen in the past 4 years.  

Globally, both area and yield are projected to be higher in 2004/05.  China and India account for most of the area expansion.  Larger crops in China, India, Bangladesh, the United States, Japan, South Korea, Australia, Thailand, Indonesia, Pakistan, Nigeria, and Vietnam are expected to more than offset smaller crops in Burma, Brazil, Peru, Taiwan, Sri Lanka, and Malaysia.  Global rice trade for calendar year 2005 is projected at 25.3 million tons (milled basis), up almost 2 percent from 2004. 

Beginning in the late 1990s, China initiated policies designed to reduce rice plantings.  However, rising market prices and growing imports have resulted in China reversing this policy (see appendix Figure 4).  In early 2004, China announced measures to encourage more area into rice production by 1) reducing or eliminating agricultural taxes; 2) subsidizing high-quality seed; and, 3) subsidizing machinery and equipment purchases.  Additionally, for the first time since 1998, the government announced it would set a price floor for early paddy rice varieties.  Early-season rice accounts for about 20 percent of China’s annual production.

China’s last official published estimate of rice area for the 2002/03 crop shows total rice area at 28.2 million hectares.  In the absence of official data, USDA has estimated China’s rice area for both 2003/04 and 2004/05.  We project China’s 2004/05 rice area at 27.6 million hectares, 3 percent above the estimated 2003/04 area.  USDA projects China’s 2004/05 crop at 120.75 million tons, 7 percent larger than last year.   This would be the first production increase for China since 1997/98 (see appendix Figure 5). 

Given China’s declining production and stocks, China may become a net rice importer in 2004/05.  If, however, China’s rice production increases in 2004/05, China likely will, once again, become a net exporter.  We expect China to continue imports of fragrant rice.

Corn:  Global coarse grains production (of which corn represents nearly 70 percent) is forecast to increase more than 30 million tons in 2004/05.  That would be the largest year-to-year increase in 9 years.  Much of the increase is due to a forecast record corn crop in the U.S. and a nearly 20 million-ton-increase in the EU-25’s coarse grain crops.  However, once again, global stocks are forecast to decline to their lowest level in 29 years.  A continuation of the world’s economic recovery is expected to increase consumption of livestock products and thereby maintain robust demand for feed grains.  Combined with increased use of corn for ethanol production in the United States, we expect the U.S. corn price to be stronger in 2004/05.

USDA forecasts that China’s consumption of corn, driven by increasing feed and industrial use, will continue to outpace domestic production in 2004/05, and China’s corn stocks will continue to decline (see appendix Figure 6).  However, stocks of corn (particularly in the Northeast) appear to be large enough to support modest exports of 4 million tons (see appendix Figure 7).  That would be down from the 8 million tons forecast for 2003/04 and down from the 15.2 million tons exported in 2002/03.  

China Wheat, Rice, and Corn Outlook Beyond 2004/05
A decline in grain stocks in China has given rise to concerns about food security.  This has resulted in rising grain prices and contributed to inflationary pressures in China.  New policies to encourage grain production have been hampered by overall efforts to transform China’s agriculture into a more market-based system where increasingly scarce land and water resources are allocated to their highest value use.  This has favored production of cotton, soybeans, and horticultural crops.  Given the current set of policies and resources, it is expected that China will remain a significant wheat importer for some time.

Prior to China’s policy changes, USDA projected that rice area in China would continue to be lost to competing uses including cash crops and urbanization.  Whether China’s policies will be successful remains to be seen.  It is reasonable to assume, however, that China’s rice yields will improve and per capita consumption likely will decrease as incomes rise and diets change.  Hence, assuming normal weather, China’s is expected to be a net exporter of rice for the foreseeable future.  

It is probable that China will become a net importer of corn in the near future.  If per capita incomes continue to rise, meat demand grows, and industrial use of corn expands, it is likely that China will soon re-enter the global market as a significant corn importer.

Oilseeds Outlook TC \l2 "
Global oilseed production is expected to increase 13 percent in 2004/05, up more than 40 million tons from 2003/04, with soybeans accounting for about 80 percent of the increase.  Planted area, especially in South America, has increased in response to the growth in world demand and relatively strong prices.  A recovery from last year’s drought and disease-reduced yields is expected to drive up soybean production by 19 percent.  Higher prices are also expected to boost area and production in the world’s leading soybean importer, China.  Despite increased production, China’s imports are projected to increase as protein and vegetable oil demand continue to expand.

Global protein meal consumption is expected to increase 6 percent in 2004/05, led by gains for both soybean and cottonseed meal.  Once again, China will lead the growth with an expected 6 percent increase in soybean meal consumption.  Global vegetable oil consumption is projected to increase 4 percent in 2004/05, led by a projected 9 percent increase in China.  China’s per capita consumption of vegetable oil has increased as incomes have risen (see appendix Figure 8).  Despite a 6-percent increase in global oilseed use, 2004/05 world oilseed stocks are projected to rise nearly 40 percent.  Consequently, soybean prices are projected to decline 15-20 percent from 2003/04 levels.

South American Soybean Production:  Since 1998, global soybean consumption has increased more than a third and trade has increased nearly 75 percent.  China has accounted for a significant portion of this astonishing growth.  In only 6 years, imports have increased by about 18 million tons, reflecting the sharp growth in protein meal consumption over the period.  Meal consumption growth in turn reflects higher incomes and greater demand for meat in the diet.  How has the world accommodated this unprecedented rise in soybean consumption and trade?  The answer lies in South America, especially Brazil.  As shown in appendix Figure 9, during the next decade growth in Brazilian output is expected to far exceed growth in Argentina and the United States.  Since 1998, Brazil and Argentina combined have more than doubled their output of soybeans to a projected 105 million tons for 2004/05.  Brazil alone will have added 35 million tons.  Without the expansion in South America that coincided with the expansion in world soybean demand, especially in China, prices would have risen even more sharply and growth in consumption would have been curtailed.

Oilseed Outlook Beyond 2004/05
Will these trends continue?  Global protein demand growth is expected to remain strong over the next 5-10 years, which will lead to continued growth in global trade.  Reflecting trends of the past 5 years, China alone is expected to account for 70 percent of the world’s growth in soybean trade over the next 10 years, becoming dependent on imports for 70 percent of its needs (see appendix Figure 10).  The significant investment in oilseed crushing facilities China has made in recent years will push global trade toward oilseeds, limiting expansion of trade in oils and meals.  China is projected to increase import demand to over 40 million tons per year within 10 years, compared with about 20 million tons today.  Brazil will continue to meet the challenge of supplying soybeans, adding a projected 27 million tons to their exports within 10 years.  Other major exporters (the U.S. and Argentina) will be limited in their ability to expand exports due to limited land available for expansion.

Grain Stocks in China
USDA makes an extraordinary effort to forecast global supply and demand conditions for major agricultural commodities that move in international trade.  Given China’s importance to the world agricultural economy, USDA dedicates substantial analytical resources to forecasting and assessing the probable impact of developments in this country on world markets. 

USDA’s analytical process is built on commodity “balance sheets” which summarize the supply and use of major commodities for each country.  The reason, of course, is that global trade and commodity prices reflect supply/demand conditions virtually everywhere in the world.  In effect, conditions in China affect prices in the United States and conditions in the United States affect prices in China.  Thus, for agricultural markets to work smoothly and for commodity prices to be determined efficiently, it is important for the United States and the rest of the world to know supply/demand conditions in China and vice versa.

In recent years, China has begun to develop commodity balance sheets.  While considerable progress has been made, much remains to be done.  From USDA’s perspective, better information from China with respect to grain stocks would be quite helpful.  The absence of official stocks estimates from China has been persistent problem for USDA analysts.

Why is this of concern to USDA?  Most importantly, stocks estimates and stocks-to-use ratios are basic indicators of present and future supply and demand conditions.   As you know, stocks-to-use ratios, are strongly (and inversely) correlated with prices (see appendix Figure 11).  And, in a market economy, prices are the primary signal used by farmers to make planting decisions.  In this respect, better information in this country with respect to the stocks situation would provide farmers with improved management information.  

From the world’s perspective, stocks data also provides useful information with respect to forecasting trade flows.  For example, will China be an exporter or importer of corn in 2006?  The answer to this question will make an enormous difference to world commodity markets, including global prices and planting decisions.  But, this question will be difficult to answer without knowing more about China’s corn balance sheet.   This is only one example.

Thus, estimating country/commodity balance sheets is a high priority at USDA.  In the absence of definitive data from China, USDA has made adjustments to estimated stocks levels in China in 2001, 2002, and 2004.   Appendix Figure 12 shows the beginning points and ending points of the three adjustments.  As Figure 12 shows, USDA now estimates that China’s corn stocks reached nearly 124 million tons in 1999/2000.  Since then, China’s corn stocks have steadily declined.  By the end to this marketing year, USDA estimates that China’s corn stocks will have declined more than 100 million tons since 1999/2000.

It should be noted that USDA’s estimates of China’s grain stocks include only the portion of supplies that can potentially enter the commercial market.  This includes grain stocks held by government agencies, inventories in the commercial sector, and 20 percent of the grain that China’s farmers store locally for their own use.  The on-farm portion is based on a 1995/96 survey of on-farm storage and farmer attitudes by China’s grain researchers.

May 2001 Revisions:  In May 2001, USDA revised estimated China stocks of wheat, corn, and rice sharply upward based on information from China’s first complete agricultural census done in 1997, official statements (including targeted stocks levels mandated by internal grain policies), press reports, and a review of China’s internal prices and trade patterns.

Following its first complete agricultural census in 1997, China made major reductions in its estimates of animal inventories and meat output.  China’s 1998 Statistical Yearbook showed a 16-percent reduction in the 1996 cattle ending inventory and an 18-percent decrease in hog ending inventories compared with previous USDA estimates.   USDA livestock analysts re-estimated the 1995 numbers to transition into the newly released 1996 and 1997 numbers.  USDA’s revised grain stocks estimates reflect these changes.  China does release annual estimates for livestock that are built on the 1997 base.   To date, however, China has not released revised livestock inventory data prior to 1996.  Lacking historical information, USDA’s China livestock data contains a significant break in the series.

On December 6, 2000, a senior government official was quoted in China Daily as stating that China had 250 million tons of state grain reserves plus a conservative estimate of an additional 135 million tons of grain in on-farm storage.  And then, on March 13, 2001, another article in China Daily reported total grain reserves at about 500 million tons.

Despite declining production, there was further evidence of higher grain stocks.  Stable to falling grain prices, a lack of grain imports, continued grain exports, and continued grain auctions all suggested the presence of larger stocks.

November 2002 Revisions:  In November 2002, USDA revised estimated China wheat stocks based on information collected by the U.S. agricultural attaché in Beijing, trade sources, and public statements by Chinese officials regarding grain stocks.

Once again, internal prices and trade patterns strongly suggested that stocks were much higher than previous estimates.

No change was made to estimates of China’s wheat production or trade.  Increased stocks, for the most part, reflected lower estimated food use.  Estimates of per-capita consumption of wheat for food were lowered based on analysis that suggested rising incomes and increased urbanization led consumers to switch from wheat to other foods. 

Slight increases in estimated feed use were made for some years based on auctions of state-owned low quality wheat.

May 2004 Revisions:  In May 2004, USDA revised estimates of China’s corn stocks upward based on National Bureau of Statistics surveys of urban households (August 2002) and rural households (November 2003), official public statements, and, as in the past, an analysis of trade and price patterns.

Feed use estimates more consistent with USDA estimates of meat production in China were adopted.  These revisions also are consistent with USDA’s estimates of feed use of soybean meal, other protein meals, and with structural changes that have occurred in China’s livestock sector.

Food consumption of corn was lowered based on the household survey data and other information sources.  Estimates of industrial use of corn for the production of starch, alcohol, and other products were revised based on industry reports and other sources.

Also, history has shown China prefers to maintain stocks at a much higher level, as a percent of use, than the rest of the world (see appendix Figure 13).  As the chart shows, in the mid 1990's China’s corn stocks-to-use ratio reached and exceeded 100 percent and led to significant exports.   Clearly, China’s corn prices would have been much higher if stocks were as low USDA had estimated prior to the adjustment.

Impact of Revised China Corn Stocks on World Markets
In May 2004, USDA more than doubled its estimate of China’s 2003/04 corn stocks, from 21 million tons to 44 million tons.  This led to a nearly 30 percent increase in world corn ending stocks for the 2003/04 marketing year from 68 million tons to 87 million tons.  Given the inverse relationship that generally exists between ending stocks and price, a negative impact on the world price would have been expected.  However, in this case and in the cases of prior revisions to Chinese stocks estimates, the market showed virtually no response.   

Why did prices remain stable?  It appears that many market analysts had already built in these assumptions.  In other words, based on Chinese corn prices and trade behavior, the market had already surmised that China’s corn stocks were greater than estimated by USDA.  Thus, an increase was anticipated and built into world prices.  

Whether or not China is a net corn exporter or importer of corn makes an enormous difference to world supply and demand and world prices.   Commodity analysts look at China’s stocks estimates for clues to China’s prospective trade behavior.  As indicated in appendix Table 1, the revised stocks estimates suggests that China’s corn stocks will be worked down to about 30 percent of use by the end of 2003/04 and 16 percent of use by the end of 2004/05.  While these ratios are high by U.S. standards, they are very low by China’s standards.  Therefore, USDA assumes that China will limit corn exports to about 8 million tons in 2003/04, down from more that 15 million tons in 2002/03.  And, based on various statements and announcements by Chinese officials, USDA assumes that China will limit corn exports to about 4 million tons in 2004/05.  Thus, had USDA not adjusted its estimate of China’s corn stocks, the May 2004/05 balance sheet would have shown China’s ending stocks at virtually zero, clearly an unrealistic conclusion. 

It should also be noted that some private sector analysts, prior to USDA’s May adjustment, came to a radically different conclusion with respect to China’s net corn trade balance in 2004/05.  Rather than be net exporter of 4 million tons, these analysts concluded that China would be a net importer in 2004/05.   Some forecasts were as high as 12 million tons.  Had USDA come to similar conclusion, there is little doubt that a 16 million ton swing in China’s trade, if believed by the market, would have resulted in a significant increase in world corn prices.

Concluding Remarks TC \l1 "
I would like to close by encouraging the government of China to publish grain stocks estimates similar to the quarterly Grain Stocks estimates published by the United States. From my perspective, it would seem more appropriate for the rest of the world to rely on China for the useful information it can provide rather than be subject to market speculation and balance sheets prepared by foreign analysts.   

World agricultural markets thrive on information and transparency for efficient decision-making and pricing.  As world trade has expanded and producers and consumers in the United States and China have become increasingly dependent on developments in foreign countries, this has become even more important.  Not only would improved information benefit China’s agricultural sector and consumers, it also would benefit the rest of the world.  On the one hand, improved market information and natural market forces would help reduce burdensome commodity surpluses in China that result in low market prices and high government costs.  On the other hand, improved information and natural market forces would help preclude critical shortages in China that alarm consumers and result in inflationary price pressures.  Stocks information from China would provide world grain markets in the rest of the world with greater certainty and transparency leading to better business decisions and greater price stability.   

Again, I wish to thank you for the opportunity to speak at this important conference.  Speaking for myself, and on behalf of my USDA colleagues, I can assure you that we consider our work with China to be among most important and rewarding assignments we have experienced in our careers.  We look forward to continuing the excellent working relationships we have enjoyed for many years.

Appendix
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[image: image3.emf]Figure 3. China Wheat Imports
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[image: image11.emf]Figure 11. U.S. Stocks/Use Ratio and Prices
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[image: image12.emf]Figure 12. China Corn Stocks
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[image: image13.emf]Figure 13. Corn Stocks to Use Ratios

United States and China

0

20

40

60

80

100

120

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Percent of Total Use

China

United States



[image: image14.emf]Table 1. China Corn Supply and Use
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estimate
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forecast

Million tons

Beginning stocks 44.4 65.0 42.5

Production 114.0 114.0 115.0

Imports 0.1 0.1 0.2

Production plus imports 114.1 114.1 115.2

Exports 8.0 8.0 4.0

Feed use 94.0 98.0 100.0

Non-feed use 35.1 30.6 31.6

Total domestic use 129.1 128.6 131.6

Exports plus domestic use 137.1 136.6 135.6

Ending stocks 21.4 42.5 22.1

Ratio

Stocks/use 15.6 31.1 16.3








_1150633531.ppt


Figure 4. China Rice Area



Beginning in the late 1990s, China initiated policies designed to reduce rice plantings.  However, rising market prices and growing imports have resulted in China reversing this policy.  In early 2004, China announced measures to encourage more area into rice production by 1) reducing or eliminating agricultural taxes; 2) subsidizing high-quality seed; and, 3) subsidizing machinery and equipment purchases.  Additionally, for the first time since 1998, the government announced it would set a price floor for early paddy rice varieties.  Early-season rice accounts for about 20 percent of China’s annual production. China’s last official published estimate of rice area was for the 2002/03 crop which shows total rice area at 28.2 million hectares.  In the absence of official data, USDA has estimated China’s rice area for both 2003/04 and 2004/05.  We project China’s 2004/05 rice area at 27.6 million hectares, 3 percent above the estimated 2003/04 area.  USDA projects China’s 2004/05 crop at 120.75 million tons, 7 percent larger than last year. 
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Figure 8. China per capita income and vegetable oil consumption

Note: Purchasing Power Parity (PPP) per capita income as calculated by the World Bank.
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Figure 10.	China Import Dependence on Soybeans is Expected to Increase in the Next 10 Years
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Figure 13. Corn Stocks to Use Ratios

United States and China
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Figure 12. China Corn Stocks



May 2001 Revisions:   In May 2001, USDA revised estimated China stocks for wheat, corn, and rice upward based on information from China’s first agricultural census done in 1997, official statements (including targeted stocks levels mandated by internal grain policies), press reports, and a review of internal prices and trade patterns.



Following its first agricultural census in 1997, China made major reductions in its estimates of animal inventories and meat output.  These changes implied that USDA had overestimated feed use of grains.  Accordingly, USDA reduced grain feed use rates to reflect these changes when making its revisions to grains stocks estimates.



On December 6, 2000, a senior government official was quoted in China Daily as stating that China had 250 million tons of state grain reserves plus a conservative estimate of an additional 135 million tons of grain in on-farm storage.  And then, on March 13, 2001, another article in China Daily reported total grain reserves at about 500 million tons.



Despite declining production, there was further evidence of higher grain stocks.  Stable to falling grain prices, a lack of grain imports, continued grain exports, and continued grain auctions all suggested the presence of larger stocks..



November 2002 Revisions:   In November 2002, USDA revised estimated China wheat stocks based on information collected by the U.S. agricultural Attache in Beijing, trade sources, and public statements by Chinese officials regarding grain stocks.



Once again, internal prices and trade patterns strongly suggested that stocks were much higher than previous estimates.



No change was made to estimates of China’s wheat production or trade.  Increased stocks, for the most part, reflected lower estimated food use.  Estimates of per-capita consumption of wheat for food were lowered based on analysis that suggested rising incomes and increased urbanization led consumers to switch from wheat to other foods. 



Slight increases in estimated feed use were made for some years based on auctions of state-owned low quality wheat.



May 2004 Revisions: Two months ago, USDA revised estimates of China’s corn stocks upward based on National Bureau of Statistics surveys of urban households (August 2002) and rural households (November 2003), official public statements, and, as in the past, an analysis of trade and price patterns.



Feed use estimates more consistent with USDA estimates of meat production in China were adopted.  These revisions also are consistent with USDA’s estimates of feed use of soybean meal,  other protein meals, and with structural changes that have occurred in China’s livestock sector.



Food consumption of corn was lowered based on the household survey data and other information sources.



Estimates of industrial use of corn for the production of starch, alcohol, and other products were revised based on industry reports and other sources.
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Figure 11.	U.S. Stocks/Use Ratio and Prices



May 2001 Revisions:   In May 2001, USDA revised estimated China stocks for wheat, corn, and rice upward based on information from China’s first agricultural census done in 1997, official statements (including targeted stocks levels mandated by internal grain policies), press reports, and a review of internal prices and trade patterns.



Following its first agricultural census in 1997, China made major reductions in its estimates of animal inventories and meat output.  These changes implied that USDA had overestimated feed use of grains.  Accordingly, USDA reduced grain feed use rates to reflect these changes when making its revisions to grains stocks estimates.



On December 6, 2000, a senior government official was quoted in China Daily as stating that China had 250 million tons of state grain reserves plus a conservative estimate of an additional 135 million tons of grain in on-farm storage.  And then, on March 13, 2001, another article in China Daily reported total grain reserves at about 500 million tons.



Despite declining production, there was further evidence of higher grain stocks.  Stable to falling grain prices, a lack of grain imports, continued grain exports, and continued grain auctions all suggested the presence of larger stocks..



November 2002 Revisions:   In November 2002, USDA revised estimated China wheat stocks based on information collected by the U.S. agricultural Attache in Beijing, trade sources, and public statements by Chinese officials regarding grain stocks.



Once again, internal prices and trade patterns strongly suggested that stocks were much higher than previous estimates.



No change was made to estimates of China’s wheat production or trade.  Increased stocks, for the most part, reflected lower estimated food use.  Estimates of per-capita consumption of wheat for food were lowered based on analysis that suggested rising incomes and increased urbanization led consumers to switch from wheat to other foods. 



Slight increases in estimated feed use were made for some years based on auctions of state-owned low quality wheat.



May 2004 Revisions: Two months ago, USDA revised estimates of China’s corn stocks upward based on National Bureau of Statistics surveys of urban households (August 2002) and rural households (November 2003), official public statements, and, as in the past, an analysis of trade and price patterns.



Feed use estimates more consistent with USDA estimates of meat production in China were adopted.  These revisions also are consistent with USDA’s estimates of feed use of soybean meal,  other protein meals, and with structural changes that have occurred in China’s livestock sector.



Food consumption of corn was lowered based on the household survey data and other information sources.



Estimates of industrial use of corn for the production of starch, alcohol, and other products were revised based on industry reports and other sources.
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Table 1. China Corn Supply and Use





Sheet1


			China corn supply and use


						2003/04						2004/05


						April 2004 estimate			May 2004 estimate			May 2004 forecast


						Million tons


			Beginning stocks			44.4			65.0			42.5


			Production			114.0			114.0			115.0


			Imports			0.1			0.1			0.2


			Production plus imports			114.1			114.1			115.2


			Exports			8.0			8.0			4.0


			Feed use			94.0			98.0			100.0


			Non-feed use			35.1			30.6			31.6


			Total domestic use			129.1			128.6			131.6


			Exports plus domestic use			137.1			136.6			135.6


			Ending stocks			21.4			42.5			22.1


						Ratio


			Stocks/use			15.6			31.1			16.3








China and US corn supply and us


			PSD Official Statistics


						1960/1961			1961/1962			1962/1963			1963/1964			1964/1965			1965/1966			1966/1967			1967/1968			1968/1969			1969/1970			1970/1971			1971/1972			1972/1973			1973/1974			1974/1975			1975/1976			1976/1977			1977/1978			1978/1979			1979/1980			1980/1981			1981/1982			1982/1983			1983/1984			1984/1985			1985/1986			1986/1987			1987/1988			1988/1989			1989/1990			1990/1991			1991/1992			1992/1993			1993/1994			1994/1995			1995/1996			1996/1997			1997/1998			1998/1999			1999/2000			2000/2001			2001/2002			2002/2003			2003/2004			2004/2005


			Corn


			China; Peoples Republic of


			Area Harvested (1000 HA)			14090			13602			12817			15376			15363			15671			16292			15740			15474			15797			15831			16726			16703			16571			17410			18598			19230			19657			19961			20133			20353			19425			18543			18824			18537			17694			19124			20212			19692			20353			21402			21574			21040			20690			21152			22767			24498			23775			25239			25904			23056			24282			24634			23800			23300


			Beginning Stocks (1000 MT)			3389			1358			5653			5514			5251			4337			3321			4515			5979			6085			6485			8875			10927			10981			13250			17901			21326			22138			22422			32749			41375			42822			41172			42723			48929			55999			54099			58656			66303			70646			72731			82821			88417			84534			82740			87974			100093			117996			106919			122877			123799			102372			84788			64973			44303


			Production (1000 MT)			14348			21345			20892			20580			22690			23660			27613			29715			26861			27826			33030			35850			32100			38630			42920			47220			48160			49390			55945			60035			62600			59205			60560			68205			73410			63826			70856			79240			77351			78928			96820			98770			95380			102700			99280			112000			127470			104309			132954			128086			106000			114088			121300			115830			115000


			TOTAL Mkt. Yr. Imports (1000 MT)			33			212			264			212			101			31			63			113			1			0			0			0			955			2058			496			0			0			59			3032			1966			772			1245			2441			131			100			374			1551			217			0			442			0			0			0			0			4287			1476			75			287			262			71			89			39			29			100			200


			Oct-Sep Imports (1000 MT)			33			212			264			212			101			31			63			113			1			0			0			0			955			2058			496			0			0			59			3032			1966			772			1245			2441			131			100			374			1551			217			0			442			0			0			0			0			4287			1476			75			287			262			71			89			39			29			100			200


			Oct-Sep Import U.S. (1000 MT)			0			0			0			0			0			0			0			0			0			0			0			0			887			1806			23			0			0			0			2800			1788			650			1117			2161			0			0			0			1090			217			0			442			0			0			0			0			3989			1458			53			212			262			0			0			20			0			0			0


			TOTAL SUPPLY (1000 MT)			17770			22915			26809			26306			28042			28028			30997			34343			32841			33911			39515			44725			43982			51669			56666			65121			69486			71587			81399			94750			104747			103272			104173			111059			122439			120199			126506			138113			143654			150016			169551			181591			183797			187234			186307			201450			227638			222592			240135			251034			229888			216499			206117			180903			159503


			TOTAL Mkt. Yr. Exports (1000 MT)			14			0			19			98			285			232			123			25			35			0			31			300			200			150			225			225			125			75			50			75			125			100			50			330			5240			6400			3750			4510			4008			3085			6880			9974			11463			11594			1333			157			3892			6173			3338			9935			7276			8611			15244			8000			4000


			Oct-Sep Exports (1000 MT)			14			0			19			98			285			232			123			25			35			0			31			300			200			150			225			225			125			75			50			75			125			100			50			330			5240			6400			3750			4510			4008			3085			6880			9974			11463			11594			1333			157			3892			6173			3338			9935			7276			8611			15244			8000			4000


			Feed Dom. Consumption (1000 MT)			4494			3082			2668			6363			9572			9902			10386			12563			11359			10225			8140			11914			13179			12674			11039			11383			11590			10326			11900			17800			27100			29500			31300			33100			35500			37200			40600			43000			45000			48000			53350			56500			61000			66000			71000			75000			79000			82500			86500			89500			92000			94000			96000			98000			100000


			TOTAL Dom. Consumption (1000 MT)			16398			17262			21276			20957			23420			24475			26359			28339			26721			27426			30609			33498			32801			38269			38540			43570			47223			49090			48600			53300			61800			62000			61400			61800			61200			59700			64100			67300			69000			74200			79850			83200			87800			92900			97000			101200			105750			109500			113920			117300			120240			123100			125900			128600			131600


			Ending Stocks (1000 MT)			1358			5653			5514			5251			4337			3321			4515			5979			6085			6485			8875			10927			10981			13250			17901			21326			22138			22422			32749			41375			42822			41172			42723			48929			55999			54099			58656			66303			70646			72731			82821			88417			84534			82740			87974			100093			117996			106919			122877			123799			102372			84788			64973			44303			23903


			TOTAL DISTRIBUTION (1000 MT)			17770			22915			26809			26306			28042			28028			30997			34343			32841			33911			39515			44725			43982			51669			56666			65121			69486			71587			81399			94750			104747			103272			104173			111059			122439			120199			126506			138113			143654			150016			169551			181591			183797			187234			186307			201450			227638			222592			240135			251034			229888			216499			206117			180903			159503


			Stocks/use			8.28			32.75			25.92			25.06			18.52			13.57			17.13			21.10			22.77			23.65			28.99			32.62			33.48			34.62			46.45			48.95			46.88			45.68			67.38			77.63			69.29			66.41			69.58			79.17			91.50			90.62			91.51			98.52			102.39			98.02			103.72			106.27			96.28			89.06			90.69			98.91			111.58			97.64			107.86			105.54			85.14			68.88			51.61			34.45			18.16


			Change in stocks						4295.00			-139.00			-263.00			-914.00			-1016.00			1194.00			1464.00			106.00			400.00			2390.00			2052.00			54.00			2269.00			4651.00			3425.00			812.00			284.00			10327.00			8626.00			1447.00			-1650.00			1551.00			6206.00			7070.00			-1900.00			4557.00			7647.00			4343.00			2085.00			10090.00			5596.00			-3883.00			-1794.00			5234.00			12119.00			17903.00			-11077.00			15958.00			922.00			-21427.00			-17584.00			-19815.00			-20670.00			-20400.00


			United States


			Area Harvested (1000 HA)			28903			23324			22552			23968			22407			22416			23068			24562			22654			22086			23212			25950			23275			25149			26469			27367			28938			28981			29109			29299			29526			30159			29428			20833			29096			30436			27886			24081			23573			26217			27095			27851			29169			25468			29345			26390			29398			29409			29376			28525			29316			27830			28057			28789			29087


			Beginning Stocks (1000 MT)			45390			51206			41986			34671			39040			29136			21379			20988			29685			28407			25533			16840			28600			17982			12292			14174			16084			28846			36474			43423			51674			35361			64433			89491			25561			41866			102609			124001			108186			49035			34151			38641			27949			53672			21595			39571			10819			22433			33220			45391			43628			48240			40551			27603			20462


			Production (1000 MT)			99241			91389			91605			102093			88504			104218			105862			123459			113024			119057			105472			143422			141734			144043			119421			148362			159752			165236			184614			201384			168648			206223			209181			106031			194881			225447			208944			181143			125194			191320			201534			189868			240719			160986			255295			187970			234518			233864			247882			239549			251854			241377			227767			256905			264807


			TOTAL Mkt. Yr. Imports (1000 MT)			31			35			25			25			26			22			22			23			33			27			102			32			24			25			51			38			62			61			29			18			22			14			12			43			44			251			45			87			71			48			87			499			180			529			243			419			337			224			478			375			173			258			367			254			381


			Oct-Sep Imports (1000 MT)			31			34			23			28			23			24			23			23			31			28			102			37			26			25			47			43			64			70			26			26			22			22			28			61			76			272			45			93			67			30			61			476			191			519			245			446			336			201			479			367			179			202			374			250			380


			TOTAL SUPPLY (1000 MT)			144662			142630			133616			136789			127570			133376			127263			144470			142742			147491			131107			160294			170358			162050			131764			162574			175898			194143			221117			244825			220344			241598			273626			195565			220486			267564			311598			305231			233451			240403			235772			229008			268848			215187			277133			227960			245674			256521			281580			285315			295655			289875			268685			284762			285650


			TOTAL Mkt. Yr. Exports (1000 MT)			6988			10480			10068			12067			14241			16738			12138			15546			13301			15549			12854			19868			31536			31242			29186			42280			41788			48171			53676			61001			60737			50720			46264			47917			46999			31176			37911			43599			51525			60132			43858			40233			42249			33741			55311			56589			45655			38214			50401			49191			49313			48383			40451			52072			53342


			Oct-Sep Exports (1000 MT)			6326			9922			10195			11558			13080			16988			12547			14515			12980			15872			13078			16719			28892			34853			28384			39590			42774			49479			54180			61801			59420			49640			47160			46932			46427			31147			39330			43978			50512			60034			44575			40686			42572			33106			58689			52753			46711			37789			52030			49493			48329			47271			41177			52000			53000


			Feed Dom. Consumption (1000 MT)			78972			82164			80686			77062			75344			86077			84792			89732			91253			96310			91311			101636			109615			106808			76930			90981			91492			94740			108574			115907			107501			107816			116166			98462			104513			104505			118356			121652			99926			111320			117072			121873			133409			118874			138682			119196			134042			139243			138890			143896			148396			148958			141182			147327			145422


			TOTAL Dom. Consumption (1000 MT)			86468			90164			88877			85682			84193			95259			94137			99239			101034			106409			101413			111826			120840			118516			88404			104210			105264			109498			124018			132150			124246			126445			137871			122087			131621			133779			149686			153446			132891			146120			153273			160826			172927			159851			182251			160552			177586			185087			185788			192496			198102			200941			200631			212228			213497


			Ending Stocks (1000 MT)			51206			41986			34671			39040			29136			21379			20988			29685			28407			25533			16840			28600			17982			12292			14174			16084			28846			36474			43423			51674			35361			64433			89491			25561			41866			102609			124001			108186			49035			34151			38641			27949			53672			21595			39571			10819			22433			33220			45391			43628			48240			40551			27603			20462			18811


			TOTAL DISTRIBUTION (1000 MT)			144662			142630			133616			136789			127570			133376			127263			144470			142742			147491			131107			160294			170358			162050			131764			162574			175898			194143			221117			244825			220344			241598			273626			195565			220486			267564			311598			305231			233451			240403			235772			229008			268848			215187			277133			227960			245674			256521			281580			285315			295655			289875			268685			284762			285650


			Stocks/use			59.22			46.57			39.01			45.56			34.61			22.44			22.30			29.91			28.12			24.00			16.61			25.58			14.88			10.37			16.03			15.43			27.40			33.31			35.01			39.10			28.46			50.96			64.91			20.94			31.81			76.70			82.84			70.50			36.90			23.37			25.21			17.38			31.04			13.51			21.71			6.74			12.63			17.95			24.43			22.66			24.35			20.18			13.76			9.64			8.81


			PSD Official Statistics (Millions)


						1960/1961			1961/1962			1962/1963			1963/1964			1964/1965			1965/1966			1966/1967			1967/1968			1968/1969			1969/1970			1970/1971			1971/1972			1972/1973			1973/1974			1974/1975			1975/1976			1976/1977			1977/1978			1978/1979			1979/1980			1980/1981			1981/1982			1982/1983			1983/1984			1984/1985			1985/1986			1986/1987			1987/1988			1988/1989			1989/1990			1990/1991			1991/1992			1992/1993			1993/1994			1994/1995			1995/1996			1996/1997			1997/1998			1998/1999			1999/2000			2000/2001			2001/2002			2002/2003			2003/2004			2004/2005


			Corn


			China; Peoples Republic of


			Area Harvested (1000 HA)			14.09			13.602			12.817			15.376			15.363			15.671			16.292			15.74			15.474			15.797			15.831			16.726			16.703			16.571			17.41			18.598			19.23			19.657			19.961			20.133			20.353			19.425			18.543			18.824			18.537			17.694			19.124			20.212			19.692			20.353			21.402			21.574			21.04			20.69			21.152			22.767			24.498			23.775			25.239			25.904			23.056			24.282			24.634			23.8			23.3									94.9


			Beginning Stocks (1000 MT)			3.389			1.358			5.653			5.514			5.251			4.337			3.321			4.515			5.979			6.085			6.485			8.875			10.927			10.981			13.25			17.901			21.326			22.138			22.422			32.749			41.375			42.822			41.172			42.723			48.929			55.999			54.099			58.656			66.303			70.646			72.731			82.821			88.417			84.534			82.74			87.974			100.093			117.996			106.919			122.877			123.799			102.372			84.788			64.973			44.303									85.2


			Production (1000 MT)			14.348			21.345			20.892			20.58			22.69			23.66			27.613			29.715			26.861			27.826			33.03			35.85			32.1			38.63			42.92			47.22			48.16			49.39			55.945			60.035			62.6			59.205			60.56			68.205			73.41			63.826			70.856			79.24			77.351			78.928			96.82			98.77			95.38			102.7			99.28			112			127.47			104.309			132.954			128.086			106			114.088			121.3			115.83			115									79.2


			TOTAL Mkt. Yr. Imports (1000 MT)			0.033			0.212			0.264			0.212			0.101			0.031			0.063			0.113			0.001			0			0			0			0.955			2.058			0.496			0			0			0.059			3.032			1.966			0.772			1.245			2.441			0.131			0.1			0.374			1.551			0.217			0			0.442			0			0			0			0			4.287			1.476			0.075			0.287			0.262			0.071			0.089			0.039			0.029			0.1			0.2									89.5


			Oct-Sep Imports (1000 MT)			0.033			0.212			0.264			0.212			0.101			0.031			0.063			0.113			0.001			0			0			0			0.955			2.058			0.496			0			0			0.059			3.032			1.966			0.772			1.245			2.441			0.131			0.1			0.374			1.551			0.217			0			0.442			0			0			0			0			4.287			1.476			0.075			0.287			0.262			0.071			0.089			0.039			0.029			0.1			0.2									98.8


			Oct-Sep Import U.S. (1000 MT)			0			0			0			0			0			0			0			0			0			0			0			0			0.887			1.806			0.023			0			0			0			2.8			1.788			0.65			1.117			2.161			0			0			0			1.09			0.217			0			0.442			0			0			0			0			3.989			1.458			0.053			0.212			0.262			0			0			0.02			0			0			0									107.6


			TOTAL SUPPLY (1000 MT)			17.77			22.915			26.809			26.306			28.042			28.028			30.997			34.343			32.841			33.911			39.515			44.725			43.982			51.669			56.666			65.121			69.486			71.587			81.399			94.75			104.747			103.272			104.173			111.059			122.439			120.199			126.506			138.113			143.654			150.016			169.551			181.591			183.797			187.234			186.307			201.45			227.638			222.592			240.135			251.034			229.888			216.499			206.117			180.903			159.503									92.4


			TOTAL Mkt. Yr. Exports (1000 MT)			0.014			0			0.019			0.098			0.285			0.232			0.123			0.025			0.035			0			0.031			0.3			0.2			0.15			0.225			0.225			0.125			0.075			0.05			0.075			0.125			0.1			0.05			0.33			5.24			6.4			3.75			4.51			4.008			3.085			6.88			9.974			11.463			11.594			1.333			0.157			3.892			6.173			3.338			9.935			7.276			8.611			15.244			8			4									104.8


			Oct-Sep Exports (1000 MT)			0.014			0			0.019			0.098			0.285			0.232			0.123			0.025			0.035			0			0.031			0.3			0.2			0.15			0.225			0.225			0.125			0.075			0.05			0.075			0.125			0.1			0.05			0.33			5.24			6.4			3.75			4.51			4.008			3.085			6.88			9.974			11.463			11.594			1.333			0.157			3.892			6.173			3.338			9.935			7.276			8.611			15.244			8			4									97.3


			Feed Dom. Consumption (1000 MT)			4.494			3.082			2.668			6.363			9.572			9.902			10.386			12.563			11.359			10.225			8.14			11.914			13.179			12.674			11.039			11.383			11.59			10.326			11.9			17.8			27.1			29.5			31.3			33.1			35.5			37.2			40.6			43			45			48			53.35			56.5			61			66			71			75			79			82.5			86.5			89.5			92			94			96			98			100									80.3


			TOTAL Dom. Consumption (1000 MT)			16.398			17.262			21.276			20.957			23.42			24.475			26.359			28.339			26.721			27.426			30.609			33.498			32.801			38.269			38.54			43.57			47.223			49.09			48.6			53.3			61.8			62			61.4			61.8			61.2			59.7			64.1			67.3			69			74.2			79.85			83.2			87.8			92.9			97			101.2			105.75			109.5			113.92			117.3			120.24			123.1			125.9			128.6			131.6									64.4


			Ending Stocks (1000 MT)			1.358			5.653			5.514			5.251			4.337			3.321			4.515			5.979			6.085			6.485			8.875			10.927			10.981			13.25			17.901			21.326			22.138			22.422			32.749			41.375			42.822			41.172			42.723			48.929			55.999			54.099			58.656			66.303			70.646			72.731			82.821			88.417			84.534			82.74			87.974			100.093			117.996			106.919			122.877			123.799			102.372			84.788			64.973			44.303			23.903									46.0


			TOTAL DISTRIBUTION (1000 MT)			17.77			22.915			26.809			26.306			28.042			28.028			30.997			34.343			32.841			33.911			39.515			44.725			43.982			51.669			56.666			65.121			69.486			71.587			81.399			94.75			104.747			103.272			104.173			111.059			122.439			120.199			126.506			138.113			143.654			150.016			169.551			181.591			183.797			187.234			186.307			201.45			227.638			222.592			240.135			251.034			229.888			216.499			206.117			180.903			159.503									32.4


			Stocks/use			8.27			32.75			25.89			24.94			18.30			13.44			17.05			21.08			22.74			23.65			28.97			32.33			33.27			34.49			46.18			48.70			46.76			45.61			67.32			77.52			69.15			66.30			69.52			78.75			84.29			81.84			86.45			92.33			96.76			94.11			95.49			94.89			85.16			79.18			89.47			98.75			107.62			92.43			104.79			97.30			80.28			64.37			46.03			32.43			17.63									17.6


			Change in stocks						4.30			-0.14			-0.26			-0.91			-1.02			1.19			1.46			0.11			0.40			2.39			2.05			0.05			2.27			4.65			3.43			0.81			0.28			10.33			8.63			1.45			-1.65			1.55			6.21			7.07			-1.90			4.56			7.65			4.34			2.08			10.09			5.60			-3.88			-1.79			5.23			12.12			17.90			-11.08			15.96			0.92			-21.43			-17.58			-19.82			-20.67			-20.40


																																																																																																			1991			1992			1993			1994			1995			1996			1997			1998			1999			2000			2001			2002			2003			2004


			United States


			Area Harvested (1000 HA)			28.903			23.324			22.552			23.968			22.407			22.416			23.068			24.562			22.654			22.086			23.212			25.95			23.275			25.149			26.469			27.367			28.938			28.981			29.109			29.299			29.526			30.159			29.428			20.833			29.096			30.436			27.886			24.081			23.573			26.217			27.095			27.851			29.169			25.468			29.345			26.39			29.398			29.409			29.376			28.525			29.316			27.83			28.057			28.789			29.087									13.9


			Beginning Stocks (1000 MT)			45.39			51.206			41.986			34.671			39.04			29.136			21.379			20.988			29.685			28.407			25.533			16.84			28.6			17.982			12.292			14.174			16.084			28.846			36.474			43.423			51.674			35.361			64.433			89.491			25.561			41.866			102.609			124.001			108.186			49.035			34.151			38.641			27.949			53.672			21.595			39.571			10.819			22.433			33.22			45.391			43.628			48.24			40.551			27.603			20.462									24.9


			Production (1000 MT)			99.241			91.389			91.605			102.093			88.504			104.218			105.862			123.459			113.024			119.057			105.472			143.422			141.734			144.043			119.421			148.362			159.752			165.236			184.614			201.384			168.648			206.223			209.181			106.031			194.881			225.447			208.944			181.143			125.194			191.32			201.534			189.868			240.719			160.986			255.295			187.97			234.518			233.864			247.882			239.549			251.854			241.377			227.767			256.905			264.807									11.2


			TOTAL Mkt. Yr. Imports (1000 MT)			0.031			0.035			0.025			0.025			0.026			0.022			0.022			0.023			0.033			0.027			0.102			0.032			0.024			0.025			0.051			0.038			0.062			0.061			0.029			0.018			0.022			0.014			0.012			0.043			0.044			0.251			0.045			0.087			0.071			0.048			0.087			0.499			0.18			0.529			0.243			0.419			0.337			0.224			0.478			0.375			0.173			0.258			0.367			0.254			0.381									16.7


			Oct-Sep Imports (1000 MT)			0.031			0.034			0.023			0.028			0.023			0.024			0.023			0.023			0.031			0.028			0.102			0.037			0.026			0.025			0.047			0.043			0.064			0.07			0.026			0.026			0.022			0.022			0.028			0.061			0.076			0.272			0.045			0.093			0.067			0.03			0.061			0.476			0.191			0.519			0.245			0.446			0.336			0.201			0.479			0.367			0.179			0.202			0.374			0.25			0.38									5.0


			TOTAL SUPPLY (1000 MT)			144.662			142.63			133.616			136.789			127.57			133.376			127.263			144.47			142.742			147.491			131.107			160.294			170.358			162.05			131.764			162.574			175.898			194.143			221.117			244.825			220.344			241.598			273.626			195.565			220.486			267.564			311.598			305.231			233.451			240.403			235.772			229.008			268.848			215.187			277.133			227.96			245.674			256.521			281.58			285.315			295.655			289.875			268.685			284.762			285.65									10.0


			TOTAL Mkt. Yr. Exports (1000 MT)			6.988			10.48			10.068			12.067			14.241			16.738			12.138			15.546			13.301			15.549			12.854			19.868			31.536			31.242			29.186			42.28			41.788			48.171			53.676			61.001			60.737			50.72			46.264			47.917			46.999			31.176			37.911			43.599			51.525			60.132			43.858			40.233			42.249			33.741			55.311			56.589			45.655			38.214			50.401			49.191			49.313			48.383			40.451			52.072			53.342									14.9


			Oct-Sep Exports (1000 MT)			6.326			9.922			10.195			11.558			13.08			16.988			12.547			14.515			12.98			15.872			13.078			16.719			28.892			34.853			28.384			39.59			42.774			49.479			54.18			61.801			59.42			49.64			47.16			46.932			46.427			31.147			39.33			43.978			50.512			60.034			44.575			40.686			42.572			33.106			58.689			52.753			46.711			37.789			52.03			49.493			48.329			47.271			41.177			52			53									19.2


			Feed Dom. Consumption (1000 MT)			78.972			82.164			80.686			77.062			75.344			86.077			84.792			89.732			91.253			96.31			91.311			101.636			109.615			106.808			76.93			90.981			91.492			94.74			108.574			115.907			107.501			107.816			116.166			98.462			104.513			104.505			118.356			121.652			99.926			111.32			117.072			121.873			133.409			118.874			138.682			119.196			134.042			139.243			138.89			143.896			148.396			148.958			141.182			147.327			145.422									18.1


			TOTAL Dom. Consumption (1000 MT)			86.468			90.164			88.877			85.682			84.193			95.259			94.137			99.239			101.034			106.409			101.413			111.826			120.84			118.516			88.404			104.21			105.264			109.498			124.018			132.15			124.246			126.445			137.871			122.087			131.621			133.779			149.686			153.446			132.891			146.12			153.273			160.826			172.927			159.851			182.251			160.552			177.586			185.087			185.788			192.496			198.102			200.941			200.631			212.228			213.497									19.5


			Ending Stocks (1000 MT)			51.206			41.986			34.671			39.04			29.136			21.379			20.988			29.685			28.407			25.533			16.84			28.6			17.982			12.292			14.174			16.084			28.846			36.474			43.423			51.674			35.361			64.433			89.491			25.561			41.866			102.609			124.001			108.186			49.035			34.151			38.641			27.949			53.672			21.595			39.571			10.819			22.433			33.22			45.391			43.628			48.24			40.551			27.603			20.462			18.811									16.3


			TOTAL DISTRIBUTION (1000 MT)			144.662			142.63			133.616			136.789			127.57			133.376			127.263			144.47			142.742			147.491			131.107			160.294			170.358			162.05			131.764			162.574			175.898			194.143			221.117			244.825			220.344			241.598			273.626			195.565			220.486			267.564			311.598			305.231			233.451			240.403			235.772			229.008			268.848			215.187			277.133			227.96			245.674			256.521			281.58			285.315			295.655			289.875			268.685			284.762			285.65									11.4


			Stocks/use			54.7915596644			41.7173403283			35.0406791652			39.9390275092			29.5995286182			19.0889041671			19.7487649965			25.8613930392			24.8454104168			20.9358959642			14.7374132514			21.7170106459			11.8010710348			8.2079087595			12.0537460668			10.9795890504			19.6161901912			23.1332728691			24.4369534143			26.7531620338			19.1158106421			36.3689216267			48.6007548809			15.0355285758			23.438584705			62.2042375193			66.0996711035			54.9042096983			26.5893414888			16.5579000446			19.6016861884			13.9008947622			24.943302227			11.1549030952			16.6571252978			4.9824768238			10.0487813618			14.8767806682			19.2180838227			18.0514467059			19.4976052382			16.2643788805			11.4496312458			7.7419598941			7.0495692159									7.7


																																																																																																																																																			7.0










2003/04 2004/05


April 2004 


estimate


May 2004 


estimate


May 2004 


forecast


Million tons


Beginning stocks 44.4 65.0 42.5


Production 114.0 114.0 115.0


Imports 0.1 0.1 0.2


Production plus imports 114.1 114.1 115.2


Exports 8.0 8.0 4.0


Feed use 94.0 98.0 100.0


Non-feed use 35.1 30.6 31.6


Total domestic use 129.1 128.6 131.6


Exports plus domestic use 137.1 136.6 135.6


Ending stocks 21.4 42.5 22.1


Ratio


Stocks/use 15.6 31.1 16.3
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Figure 9.  Soybean production trends
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Figure 6. China Corn Stock Changes
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Figure 7.  China Corn Exports



May 2001 Revisions:   In May 2001, USDA revised estimated China stocks for wheat, corn, and rice upward based on information from China’s first agricultural census done in 1997, official statements (including targeted stocks levels mandated by internal grain policies), press reports, and a review of internal prices and trade patterns.



Following its first agricultural census in 1997, China made major reductions in its estimates of animal inventories and meat output.  These changes implied that USDA had overestimated feed use of grains.  Accordingly, USDA reduced grain feed use rates to reflect these changes when making its revisions to grains stocks estimates.



On December 6, 2000, a senior government official was quoted in China Daily as stating that China had 250 million tons of state grain reserves plus a conservative estimate of an additional 135 million tons of grain in on-farm storage.  And then, on March 13, 2001, another article in China Daily reported total grain reserves at about 500 million tons.



Despite declining production, there was further evidence of higher grain stocks.  Stable to falling grain prices, a lack of grain imports, continued grain exports, and continued grain auctions all suggested the presence of larger stocks..



November 2002 Revisions:   In November 2002, USDA revised estimated China wheat stocks based on information collected by the U.S. agricultural Attache in Beijing, trade sources, and public statements by Chinese officials regarding grain stocks.



Once again, internal prices and trade patterns strongly suggested that stocks were much higher than previous estimates.



No change was made to estimates of China’s wheat production or trade.  Increased stocks, for the most part, reflected lower estimated food use.  Estimates of per-capita consumption of wheat for food were lowered based on analysis that suggested rising incomes and increased urbanization led consumers to switch from wheat to other foods. 



Slight increases in estimated feed use were made for some years based on auctions of state-owned low quality wheat.



May 2004 Revisions: Two months ago, USDA revised estimates of China’s corn stocks upward based on National Bureau of Statistics surveys of urban households (August 2002) and rural households (November 2003), official public statements, and, as in the past, an analysis of trade and price patterns.



Feed use estimates more consistent with USDA estimates of meat production in China were adopted.  These revisions also are consistent with USDA’s estimates of feed use of soybean meal,  other protein meals, and with structural changes that have occurred in China’s livestock sector.



Food consumption of corn was lowered based on the household survey data and other information sources.



Estimates of industrial use of corn for the production of starch, alcohol, and other products were revised based on industry reports and other sources.
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Figure 5. China Rice Production, Consumption, and Stocks
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Figure 2. China Sown Area
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Figure 3. China Wheat Imports



May 2001 Revisions:   In May 2001, USDA revised estimated China stocks for wheat, corn, and rice upward based on information from China’s first agricultural census done in 1997, official statements (including targeted stocks levels mandated by internal grain policies), press reports, and a review of internal prices and trade patterns.



Following its first agricultural census in 1997, China made major reductions in its estimates of animal inventories and meat output.  These changes implied that USDA had overestimated feed use of grains.  Accordingly, USDA reduced grain feed use rates to reflect these changes when making its revisions to grains stocks estimates.



On December 6, 2000, a senior government official was quoted in China Daily as stating that China had 250 million tons of state grain reserves plus a conservative estimate of an additional 135 million tons of grain in on-farm storage.  And then, on March 13, 2001, another article in China Daily reported total grain reserves at about 500 million tons.



Despite declining production, there was further evidence of higher grain stocks.  Stable to falling grain prices, a lack of grain imports, continued grain exports, and continued grain auctions all suggested the presence of larger stocks..



November 2002 Revisions:   In November 2002, USDA revised estimated China wheat stocks based on information collected by the U.S. agricultural Attache in Beijing, trade sources, and public statements by Chinese officials regarding grain stocks.



Once again, internal prices and trade patterns strongly suggested that stocks were much higher than previous estimates.



No change was made to estimates of China’s wheat production or trade.  Increased stocks, for the most part, reflected lower estimated food use.  Estimates of per-capita consumption of wheat for food were lowered based on analysis that suggested rising incomes and increased urbanization led consumers to switch from wheat to other foods. 



Slight increases in estimated feed use were made for some years based on auctions of state-owned low quality wheat.



May 2004 Revisions: Two months ago, USDA revised estimates of China’s corn stocks upward based on National Bureau of Statistics surveys of urban households (August 2002) and rural households (November 2003), official public statements, and, as in the past, an analysis of trade and price patterns.



Feed use estimates more consistent with USDA estimates of meat production in China were adopted.  These revisions also are consistent with USDA’s estimates of feed use of soybean meal,  other protein meals, and with structural changes that have occurred in China’s livestock sector.



Food consumption of corn was lowered based on the household survey data and other information sources.



Estimates of industrial use of corn for the production of starch, alcohol, and other products were revised based on industry reports and other sources.
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Figure 1. Chinese and world prices move together



Chinese and U.S. prices tend to move in tandem.  Clearly, developments in China have a major impact on world grain and oilseed markets. 
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Corn prices, China and U.S. Gulf
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