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MANILA/MILAN (Reuters) — World food prices hit a record in January
and recent catastrophic weather around the globe could put yet more
pressure on the cost of food, an issue that has already helped spark
protests across the Middle East.

Up for the seventh month in a row, the closely watched Food and
Agriculture Oganisation Food Price Index on Thursday touched its
highest since records began in 1990, and topped the peak of 224.1 in
June 2008, during the food crisis of 2007/08.

—
Reuters — South Korean housewives buy
vegetables at a market in Seoul February 1,

2011. REUTERS/Lee Jae-Won "The new figures clearly show that the upward pressure on world food

prices is not abating. These high prices are likely to persist in the
months to come," FAO economist and grains expert Abdolreza Abbassian said in a statement.

Surging food prices have come back into the spotlight after they helped fuel the discontent that toppled
Tunisia's president in January and have spilled over to Egypt and Jordan, raising expectations other countries
in the region would secure grain stocks to reassure their populations.

World Bank President Robert Zoellick urged global leaders to "put food first" and wake up to the need to curb
increased price volatility.

"We are going to be facing a broader trend of increasing commodity prices, including food commaodity prices,"
he told Reuters in an interview.

SUPPLY THE KEY

A series of weather events hitting key crops is likely to keep up the pressure on food prices as a massive
cyclone batters Australia, a major winter storm ravages U.S. crop belts and flooding hits key commodity
producer Malaysia.

Click image to see photos of the cyclone aftermath

AP/Rick Rycroft

Drought in the Black Sea last year, heavy rains in Australia, dry weather in Argentina and anticipation of a
spike in demand after unrest in north Africa and the Middle East has already pushed the price of wheat to its
highest in 2-1/2 years.

The FAQO's Abbassian pinpointed crop conditions.

"It is the supply situation. It is not the time when we get additional supplies from anywhere," he told Reuters.
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"Supply is not going to look any better than it is now until we know what is happening (with crops in major
producing countries) later on in the year," he said.

A mix of high oil and fuel prices, growing use of biofuels, bad weather and soaring futures markets pushed up
prices of food in 2007/08, sparking violent protests in countries including Egypt, Cameroon and Haiti.

Cameroon on Thursday said it had created a body to buy and regulate the price of basic food imports, a move
to avoid a repeat of price increases which led to 2008 riots in which 100 people were killed by the African
nation's security forces.

Economists in Europe picked up on the threat to economies from surging food inflation.

Janis Huebner, economist at Germany's DekaBank said inflation partly fueled by increasing food prices could
in turn trigger interest rate rises in several countries this year.

"This could mean a slowing down of growth in the countries which raise their interest rates," he said. "This
could involve Asian countries and other regions, this would somewhat brake growth but | do not expect a hard
landing.”

National Australia Bank agribusiness economist Michael Creed said food markets may take a while to regain
equilibrium.

"The broadbased nature of what crops have been wiped out over the past year means that it's going to take a
while to actually rebuild and get production back in line with consumption,” he said.

White sugar futures hit a record high and raw sugar futures rose to their highest in more than 30 years on
fears of the damage Cyclone Yasi would bring to the Australian cane crop.

The worst winter storm for decades in the United States drove wheat futures to the highest in nearly 2-1/2
years, and Malaysian palm oil prices are at 3-year highs as flooding hit crops.

STOCK BUILDING

Some countries, particularly where food prices loom large in household budgets, have been building up food
stocks to try to contain prices -- and to limit the political and social fallout.

In the run-up to the 2007/2008 food price crisis, the World Bank estimated that some 870 million people in
developing countries were hungry or malnourished. The FAO estimates that number has increased to 925
million.

"2008 should have been a wake-up call, but I'm not yet sure all the countries in the world that we need to
support this have woken up to it," the World Bank's Zoellick said.

Indonesia, Southeast Asia's biggest economy, last week bought 820,000 tonnes of rice, lifting rice prices --
although rice is one commodity that remains well below its 2008 prices. It has also suspended import duties
on rice, soybeans and wheat.

Algeria last week said it had bought almost a million tonnes of wheat, bringing its bread wheat purchases to at
least 1.75 million since the start of January, and ordered an urgent speeding up of grain imports, a move
aimed at building stocks.

"Some of the demand story is centered around high food prices (that) then tend to lead to hoarding by a
number of countries into their strategic reserves," said Wayne Gordon, a grains analyst for Rabobank in
Sydney.

"So not only are they purchasing for current consumption, but they are also trying to build up strategic
reserves, which basically are a bit of a double-barreled demand event."

(Additional reporting by Lesley Wroughton in Washington and Michael Hogan in Hamburg; editing by Jonathan
Thatcher and Keiron Henderson)
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WT 1 minute ago | Report Abuse 0 0

Why hasn't Boehner done anything to cut rising food costs.

The only thing he seems concerned about cutting are programs that help people.

Reply

Shirley 1 minute ago | Report Abuse 0 0
Food and Agriculture Oganisation? Who wrote this?

Reply

Judge W.P.Beaureguard 1 minute ago | Report Abuse 0 0

People talk about Americans being overweight but they ignore the actual cause:

ALL of the food that is good for us costs so much most people can not afford to eat it on a regular
basis !! Instead, we are forced to buy all the cheap fattening foods.

You anti-fat people need to quit preaching and demand the government do something to bring down
the cost of healthy foods.

Reply

David R 1 minute ago | Report Abuse 1 0
Last year deisel gas prices were 2.49 now it is 3.65....Do the math...

Reply

Tony O 1 minute ago | Report Abuse 0 0

Well let's all sponsor our own little dream-acters and foster them while they go to college to become
car stereo installers......

Reply

Masked Man 2 minutes ago | Report Abuse 0 0
We need less national regulation and more tariffs. Jobs return, country returns.

Reply

Reality Fan 2 minutes ago | Report Abuse 0 0

A barrel of oil for a bushel of corn.....make sense? But na, our gov't thinks that inhumane. So we
continue to pay the high price to those who want to kill us and can't grow corn. I'm confused. Seems
like it might balance things on cost.

Reply

Jeffrey 2 minutes ago | Report Abuse 0 0

Considering that we here in America are "boxed in" by corporate agriculture, the only alternatives
are to grow your own food or find local markets to purchase your foods. They do exist and they are
a viable alternative to buying fruit from Peru or corn from Mexico.

Given that the veggies and fruit in stores is usually tainted with pesticides, fungicides and
herbicides, the local markets selling organics are the only alternative to growing it yourself.
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Remember the "dirty dozen"? Fruits and veggies known and proven to have pesticides, fungicides
and herbicides that cannot be washed off.
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Wall Street is going to be doing everything they can to drive the prices up as they speculate on the
futures market, just as they did when they drove the price of oil to $140 a barrel back in 2008. Of
course, the Financial Reform Act of 2010 will do exactly nothing to prevent them from continuing to
do that, regardless of the impact on our own citizens.
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Liberal policies are the cause for ALL that is wrong in the world.
It is on full display here in the US, not pretty is it.
Someday all Americans will thank the Tea Parties for saving the US from certain destruction.
If the poor and down trodden want relief get as far away as you can from the democrat party.
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