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Source:  FAO Commodity Prices online



100

150

200

250

300

350

400

450

500

Ju
ly
 2
00
6

S
ep
te
m
be
r 2

00
6

N
ov
em

be
r 2

00
6

Ja
nu

ar
y 
20

07
M
ar
ch
 2
00
7

M
ay
 2
00
7

Ju
ly
 2
00
7

S
ep
te
m
be
r 2

00
7

N
ov
em

be
r 2

00
7

Ja
nu

ar
y 
20

08
M
ar
ch
 2
00
8

M
ay
 2
00
8

Ju
ly
 2
00
8

Maize Wheat

Source:  FAO Commodity Prices online



0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

4,500

5,000

Ju
ly
 2
00

6
Au

gu
st
 2
00

6

Se
pt
em

be
r 2

00
6

O
ct
ob
er
 2
00
6

N
ov
em

be
r 2

00
6

D
ec
em

be
r 2

00
6

Ja
nu
ar
y 
20
07

Fe
br
ua
ry
 2
00
7

M
ar
ch
 2
00

7
A
pr
il 
20

07
M
ay
 2
00
7

Ju
ne
 2
00
7

Ju
ly
 2
00

7
Au

gu
st
 2
00

7

Se
pt
em

be
r 2

00
7

O
ct
ob
er
 2
00
7

N
ov
em

be
r 2

00
7

D
ec
em

be
r 2

00
7

Ja
nu
ar
y 
20
08

Fe
br
ua
ry
 2
00
8

M
ar
ch
 2
00

8
A
pr
il 
20

08
M
ay
 2
00
8

Ju
ne
 2
00
8

WMP Palm oil Soybean meal

Source:  FAO Commodity Prices online



Causes of high food prices

• General
– US dollar depreciation

– Financial speculation

• Structural
– Tight global supply and demand balance

– Very low reserve stocks

– Inelastic supply and demand

– Thin world markets

• Short-term
– High energy prices

– Poor harvests

– Trade bans

– Biofuel demand



Source:  FAO 2008
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Causes of high food prices

• World Bank food price index

– 140% increase Jan 2002 to Feb 2008

• Energy costs  +15%

• Dollar deprecation  +20%

• Biofuel demand +105%

– Distinguish between market-driven and 

subsidy-driven demand

Source:  Mitchell 2008



Source:  OECD-FAO Agricultural Outlook 2008-2017



Implications for Irish 

agriculture
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Source:  DAFF Annual 

Review and Outlook 

2007/2008



Implications for inflation



70

75

80

85

90

95

100

105

110

115

2
0
0
0
M
0
1

2
0
0
0
M
0
6

2
0
0
0
M
1
1

2
0
0
1
M
0
4

2
0
0
1
M
0
9

2
0
0
2
M
0
2

2
0
0
2
M
0
7

2
0
0
2
M
1
2

2
0
0
3
M
0
5

2
0
0
3
M
1
0

2
0
0
4
M
0
3

2
0
0
4
M
0
8

2
0
0
5
M
0
1

2
0
0
5
M
0
6

2
0
0
5
M
1
1

2
0
0
6
M
0
4

2
0
0
6
M
0
9

2
0
0
7
M
0
2

2
0
0
7
M
0
7

2
0
0
7
M
1
2

2
0
0
8
M
0
5

All Items CPI (Base Dec 2006=100)

Food and Non Alc CPI (Base Dec 2006=100)

Source:  CSO Database Direct



-2

0

2

4

6

8

10

20
06
M
01

20
06
M
03

20
06
M
05

20
06
M
07

20
06
M
09

20
06
M
11

20
07
M
01

20
07
M
03

20
07
M
05

20
07
M
07

20
07
M
09

20
07
M
11

20
08
M
01

20
08
M
03

20
08
M
05

All Items CPI % Change over 12 months (%)

Food CPI % Change over 12 months  (%)

Source:  CSO Database Direct



Source:  DAFF Annual Review and Outlook 

2007/2008



Are food price increases justified?

• Share of agricultural raw product value in final 
product value around 25%

• Share of food in household expenditure around 
10%

• Increase food commodity price index +35% 
since 2005

• ‘Theoretical’ contribution to CPI increase less 
than 1 percentage point

• ‘Actual’ contribution to CPI change is 10% of 8% 
increase 2005.1 to 2008.1 or 0.8%



Wheat futures



Corn futures



Soybean futures



Future outlook

• Views of forecasting agencies

– Nominal food prices to remain constant over 

the next decade

• Future of oil prices?

• Impact of economic growth slowdown?

• Future of biofuel mandates in EU and US?

• Future supply response?


