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The global commodities boom that has lifted priocesverything from gasoline to gold is now
elevating rice -- a staple food for half of the dor to its highest level in nearly 20 years.

Rice's surge has complex consequences for thelgiobaomy. Used in everything from sushi
to burritos to Rice Krispies, the ubiquitous grasuffering poor harvests and tight supplies in
some of the biggest rice-exporting and rice-consigmiations, just as demand grows in places
like India and the Philippines.

The higher price is a boon for some farmers andstors. But at the same time, it is expected
to contribute to a protracted bout of food-pric#ation for the foreseeable future, which could
widen the rift between the world's haves and haws-:n

Rice Fut "At the end of the day, the fight will be betweée t
Ice Futures industrialized world and the developing world," say

Daily settlement price on the continuous Michael Lewis, managing director at Deutsche Bank.
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Change since start of 2007: up 30% A particular humanitarian concern is that the warld

poorest consumers, many dependent on rice, oftem ha
little or no voice. "Whernhey suffer food shortages, th
starve in silence," says Joachim von Braun, directo
general at the International Food Policy Research
Institute.
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reached a high -- a basic sign that more tradera se
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Nontraditional players, such as hedge funds, ave no
trading in rice, according to Fred Seamon, assedaector of commodity research at the
CBOT, and new exchange-traded investment produtisdaat individual investors are also
being rolled out. Two months ago, Jim Rogers, feuraf the Rogers International
Commodities Index, launched the Rogers Agricultébathange Traded Note.
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While prices for other commodities like oil haveebdlirting with records in recent months, in
inflation-adjusted terms, agriculture commoditig Bave room to rise before reaching that
point. For example, the price of wheat will havertarease by 106%efore it reaches its recc
high in real terms, according to Mr. Lewis at Dehts Bank.

CRACKLING GAINS As rice prices rise, food aid for developing coiggr
*The New;: F_utures prices for rice are at 20-year highs, which IS beC0m|ng scarcer. And the Internatlona_l prlde fO
may have implications for the global economy. _ broken rice, an affordable grade favored in many

« Background: Most commaodity prices have been booming 3 ) ) .

world-wide. African countries, has increased 40% since last, yea

« What's Next: There could be general food-price inflation,

increasing the gap between rich and poor nations. Many of the aCCOfding to the United Nations Food and
poorest consumers depend on rice. Ag riCUItU re Ol’ganization

On the CBOT Friday, rice futures contrastdtled at $13.1250 per 100 pounds, down 5.5 ¢
That is up from $9.87 a year ago and just shy efpitevious record price of $13.40, set in
January 1988 when rice was traded at the Mid-Amdfixchange.

While prices like these aren't at record levelmftation-adjusted terms, they nevertheless
threaten to exacerbate poverty in large areaseoivibrid.

Senegal Riot

One risk is that, in some cases, rising prices teddod shortages and social unrest. Indeed, in
November a riot that broke out Senegal was in part attributed to higher pricesite, a
staple there. Protesters, throwing rocks and bgrtiias, were met with police firing tear gas.

The story of rice echoes that of nearly all comrtiedj whether petroleum, copper or wheat.
Prices for many commodities are surging thanksotning demand from emerging economies
like China. It is having broad ripple effects: Stgeces make it costlier to construct buildings;
the rising cost of oil helps to drive up the cadstvorld shipping rates.

Rising oil prices also make it costlier to grow asinip rice and other grains -- which, in turn,
drives up food prices.

Human Impact

Agricultural commodities, of course, tend to havaa@re direct human impact than, say, oil or
steel. Grains have been trading at or near hiskogiecs partly because of a combination of
growing demand for biofuels -- such as ethanol nfeala grain -- as well as a rising global
population, which means more mouths to feed irdéhesloping world.

In addition, the weaker dollar has helped to bgbsbal rice prices, as most rice is traded in
dollars. In Thailand, the world's largest rice entpn the price of long-grain rice has increased
nearly 20% since last year, according to NathandShsenior economist at the Department of
Agriculture.

All these factors have depleted global grain stdoksvels not seen in decades. Wheat stocks
are at their lowest level in 60 years. Rice staulesat 24-year lows.

Complicating matters: Historically, rice has beehialy traded market. Only about 7% of
global rice production is traded on the world markecording to Mr. Childs. This means that,
in the event of a supply shock, rice importers havecour the globe for available supplies,
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driving up the price even further. For comparisamout 16% of other grains, like wheat and
corn, are traded globally.

Permanent Trend

Increased demand and tightening supplies are liepersist. The Agriculture Department
estimates that food prices will increase about 4thi%year over last, compared with a 2.4%
annual increase last year. In the developing wdoldg prices have increased about 9% over
last year, according to the International Monetaund.

Higher food costs tend to hit people in poor caestharder than those in developed countries
as households in developing countries spend arlpegeentage of their income on food. In the
U.S., food makes up about 18% of the overall coresypnice-index basket, compared with as
much as 40% in some emerging economies, accordiageport by Deutsche Bank.

For countries that rely on donations or aid to fdedhungry, higher prices can mean less food.
At the United Nations World Food Program, ricehis third-most-frequently purchased
commodity, and it supplies more than 70% of caloriake in poor countries like Cambodia.

"If prices go up we'll be getting less of that parar commodity,” says WFP spokeswoman
Jennifer Parmelee. She says the price of proctioiod has increased 50% over the past five
years

Since 2000, global rice consumption has increasg¥,7while production increased about
5.4%. As supplies run short, the risk for the warldrket is that big rice exporters start keeping
the food for themselves rather than selling itloamarket, further driving up prices.

In July, Vietnam -- the world's second-largest ee@orter after Thailand -- said it would
restrict rice exports in order to meet domestiadsdest. India, another large exporter,
announced similar export restrictions in October.

The U.S. accounts for only about 1.5% to 2% of gloize production, but it is the fourth-
largest exporter, behind Thailand, Vietnam anddndi

This year, U.S. rice acreage was 3% smaller thetnyksar because of strong prices for
competing crops, like corn and soybeans. Howewectbp is estimated to be 2% bigger
because of higher yields. U.S. exports are expdotbed nearly 20% higher than last year.
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