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Record prices of food staples in December 2017 endanger food access

or near-record highs.

increase in the prices of wheat flour and bread.

Highlights
Prices of cereals and other food products surged in November-December 2017, reaching record

The sharp increases were mainly driven by a depreciation of the Sudanese Pound.

« The Government’s decision to cut wheat import subsidies was reported to further underpin the

Prices of the main staples, sorghum, millet and
wheat, increased significantly at the end of 2017
despite the ongoing main season harvest. Prices of
locally-produced sorghum and millet, after some
declinesin Octoberwiththe beginning of the harvest,
surged in most markets in November-December.
By December, prices increased by 20 to 50 percent
from October and were up to more than twice their
year-earlier values and at near-record to record
levels. Prices of wheat grain, mostly imported
and consumed in urban areas, also increased in
the capital, Khartoum, in the second half of 2017,
reaching record highs of SDG 800 in December.
Sharp increases in the prices of other food items,
especially wheat flour, bread, meat and sugar, were
also reported, with an annual food inflation rate of
around 37 percent.

The abruptincreasein food prices was mainly driven
by a sharp depreciation of the local currency in
the parallel market that triggered a significant rise
in the general inflation rate. The exchange rate of

the Sudanese Pound (SDG) reached an historic low
value of SDG 28 against the US dollar in the parallel
market in November. It occurred when the United
States of America lifted the sanctions against the
Sudan in October, which ended a trade embargo
and unfroze financial assets. This caused an
upsurge in demand from importers for the limited
availability of the US dollar. The strong depreciation
has further widened the gap between the unofficial
and official exchange rates, mostly reflecting low
foreign currency reserves. The Central Bank of the
Sudan has held the official exchange at a fixed rate
of an average of SDG 6.6 to the US dollar during
2017. However, in January 2018, the Government
lifted the rate to SDG 18 in an attempt to spur the
depreciation in the parallel market, unify the official
and unofficial currency rates and restore business
confidence.The devaluation has caused an increase
in prices of imports in the local currency.

In early January 2018, the Government decided
to remove the wheat import subsidies, as
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outlined in the 2018 budget. Most of the
domestically-consumed wheat is imported and,
given its importance in the local diet particularly
in urban areas, the Government had consistently
subsidized imports in the past. Under the previous
regulations, the major milling companies had
access to preferential exchange rates for wheat
imports and distributed subsidized wheat flour
to the bakeries, which in turn would sell bread
at a fixed price. The Government eliminated
this mechanism as part of a series of economic
reforms in line with the recommendations by the

International Monetary Fund. This exerted further
upward pressure on the prices of wheat flour and
bread. As a result, in January, wheat flour prices
surged from SDG 167 to SDG 450 for a 50 kg-sack,
while the price of one loaf of bread increased from
SDG 0.50 to SDG 1.

In some areas, support to prices was provided by
localized production shortfalls in 2017, due to
unfavourable weather conditions and a decline
in area planted, as farmers switched to more
profitable cash crops.
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Wholesale prices of millet in the Sudan
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Wholesale prices of sorghum in the Sudan
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Wholesale prices of wheat in the Sudan

Sudanese Pound per tonne

Latest Price

|

3000 T T T T T
Dec-15 Mar-16 Jun-16 Sep-16 Dec-16 Mar-17

Jun-17  Sep-17 Dec-17
Source(s): Food Security information for Action (SIFSIA)

(Dec-17)
13000
y, == Khartoum 8566.25
11000 —_ )
/ Al-Fashir 11825.0
9000 [ \,/\V == Dongola 7425.00
7000 —/\ /\/ /
e A~
5000 A

Percent Change
™ 3M 1Y
223 287 807
15.6 24 443
22.7 406 68.8

26 January 2018




This Special Alert has been prepared under the responsibility of FAO’s Global Information and Early
Warning System on Food and Agriculture, with information from official and unofficial sources. None
of the information in this Alert should be regarded as statements of governmental views. These Alerts
are short reports which describe an alarming food security situation that is developing in countries or
subregions. They also alert the international community on measures to be taken. The alerts are available
in English, French or Spanish depending on the country/region.Since conditions may change rapidly,
please contact the undersigned for further information if required.
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Please note that this Special Alert is also available on the Internet as part of the FAO World Wide Web

www.fao.org at the following URL address: http://www.fao.org/giews/

The Special Alerts/Reports can also be received automatically by e-mail as soon as they are
published, by subscribing to the GIEWS/Alerts report ListServ. To do so, please send an e-mail to the
FAO-Mail-Server at the following address: listserv@listserv.fao.org, leaving the subject blank, with the
following message:

subscribe GIEWSAlertsWorld-L
To be deleted from the list, send the message:
unsubscribe GIEWSAlertsWorld-L
Pleasenotethatitis possibletosubscribetoregionalliststoonlyreceive Special Reports/Alertsbyregion:

Africa, Asia, Europe or Latin America (GIEWSAlertsAfrica-L, GIEWSAlertsAsia-L, GIEWSAlertsEurope-L
and GIEWSAlertsLA-L). These lists can be subscribed to in the same way as the worldwide list.

Disclaimer

The designations employed and the presentation of
material in this information product do not imply the
expression of any opinion whatsoever on the part of
the Food and Agriculture Organization of the United
Nations (FAO) concerning the legal or development
status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers
or boundaries. The mention of specific companies or
products of manufacturers, whether or not these have
been patented, does not imply that these have been
endorsed or recommended by FAO in preference to
others of a similar nature that are not mentioned.
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