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Overview

. Food price volatility and the poor

. Prices and grain futures markets (US,

Brazil, Europe)

. Speculation

. New Institutional arrangements needed
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Commodity price spike, 2007-08
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Closer linkages between commodity markets i
how about over-arching forces?

Joachim von Braun, ZEF, 2010 Source: Data from FAO 2009 and IMF 2009.



Food prices in developing countries remained high i why?
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> 3 months earlier Highest on record

Source: FAO 20009.



Why we need to care:

People in low-income countries are sensitive to changes in food prices

Price elasticities of maize demand in Zambia (south)

Small farm -0.60
Rural nonfarm -0.58
Middle and urban rich -0.16
Urban poor -0.24
National aggregate -0.64

Joachim von Braun, ZEE, 2010 Source: Dorosh, Dradri and Haggblade 2009.



Why we need to care:

Human costs of volatile prices are high

Price stocks and malnutrition in Sudan (Kordofan) children,
Jan 1981-Dec 1986

Percent of children
malnourished
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— Terms of trade (sorghum to cattle)
M Children malnourished (less than 80 percent of weight for height) Teklu, von Braun, Zaki 1991.

Must included these effects in sound econ. analysis of price volatility
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Questions

A Is there a relationship between futures
and spot prices?

A whether the price volatility between the
International trading centers was carried
over during the price changes of 20087

A what relationships among commodities
or marketplaces?

Joachim von Braun, ZEF, 2010



Relationship between Spot and futures prices

A Identifying a causal relation between spot and futures
prices appears to be an empirically issue.

A We attempt to do so by using recent price data for
corn, wheat and soybeans.

A In particular, we address the following questions,
- Do changes in futures prices lead changes in spot
prices?
- Or, do price changes in spot markets lead price
changes in futures markets?

- Or, are there bi-directional information flows
between spot and futures prices?
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