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surplus producing South Africa and Zambia. Net maize supplies for the region in the 2018/19 marketing year may be
slightly below or close to average, a scenario that may exert upward pressure on maize prices.

e  Substantial maize deficits are expected in typically grain deficit countries. Regional procurement by humanitarian
organizations from Zambia, the main non-GMO maize market, may have limited or no surpluses. Stringent national
regulations on GMOs in some of the grain deficit countries may continue to restrict humanitarian imports of maize grain
from South Africa.
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This report provides a summary of changes to regional maize availability estimates and markets in countries monitored by FEWS NET and WFP in southern Africa. It updates FEWS
NET’s Regional Maize Supply and Market Outlook Report published in August 2017 and follows FEWS NET rapid market assessments that took place across the region in November.
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Madagascar to provide the reader with more insight into current and projected staple food supplies and market trends in these countries.
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UPDATED MAIZE TRADE TRENDS

e The marketing year has been characterized by a dynamic trade policy environment.

o The Zambian Government lifted trade restrictions in May 2017, triggering historically high levels of maize outflows
to southern DRC. This development followed the removal of import taxes for Haut-Katanga province by the DRC
Government in February 2017.

o With above-average supplies this marketing year, Malawi and Tanzania lifted maize export bans in October and
November respectively to encourage trade. However, in early February, the government of Malawi re-instituted the
maize and maize products export restriction amidst anticipated below-average production spurned by drought
conditions.

o While the maize import ban remains in place in Zimbabwe, international and regional imports continued, likely as a
result of unfulfilled import commitments of the previous marketing year.

e  South Africa has been exporting to East Asia and Kenya, while Zambia’s exports have been to Burundi, Kenya, Rwanda,
and Ethiopia. Trade has been supported by internationally competitive prices (Annex 4) and large price differentials,
especially between southern and eastern Africa.

e High domestic supplies in grain deficit countries have translated to lower than normal levels of intra-regional trade. As
of November 2017, South Africa and Zambia’s formal regional exports were 29 percent and 78 percent lower,
respectively, as compared to five-year average levels. Zambia exported maize (formally and informally) to DRC, Malawi,
Tanzania, and Zimbabwe, while South Africa continued exporting maize to Botswana, Lesotho, Namibia, Swaziland,
Mozambique, and Zimbabwe.

¢ Informal maize outflows from Zambia to the DRC and | Figure 3: Madagascar rice imports
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Malawi and the import ban in Zimbabwe.

e Lower than average maize flows reported in August from Malawi to Mozambique; Tanzania to Malawi; and Zambia to
Mozambique had dried up by December. This can be attributed to the export ban that was in force in Tanzania and
above-average supplies in Malawi and Mozambique.

e  Madagascar continued importing rice from Thailand, Pakistan, and India, and levels have been atypically elevated due to
high nation-wide deficits (Figure 3). Imported rice has been finding its way to the extreme south and west basins where
localized deficits are relatively high.
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UPDATED MAIZE SUPPLIES FOR THE 2017/18 MARKETING YEAR (APRIL 2017 — MARCH 2018)

e This section provides the reader with an update on domestic supplies originally reported in the August 2017 Regional
Supply and Market Outlook report. Net supply estimates are also updated based on observed formal and informal trade
data (Annex 1).

e Mozambique may have slightly above-average net maize supplies based on updated harvest figures. The central and
northern regions of the country have significant surpluses. Thus, aggregate net supplies in Southern Africa remain
significantly above average for the 2017/18 marketing year with surpluses of over 4.6 million MT. As of December 2017,
South Africa and Zambia had the largest surpluses (Table 1).

Table I: Update on status of regional maize grain surpluses and deficits in MT (April 2017 to March 2018)

e Estimated formal Estimated informal Estimated- net
Countr Average net ] 4 trade flows (MT) to trade flows (MT) to | SUPPIY (with trade)
Y supply (withot': Zra - date over the 2017/18 | date over the as of December
MY 2017/18 MY 2017
South Africa 929,000 4,084,000 2,000,725 exports 683 exports 2,082,602
Zambia 1,031,00 1,179,000 238,938 exports 28,033 exports 912,029
49,706 imports 6,284 imports
Mozambique -473,000 46,000 imp Imp 91,745
10,245 exports
k 15,891 import ]
Malawi -65,000 -49,000 unknown imports 45,532
12,423 exports
Zimbabwe -787,000 -224,000 168,455 638 imports -58,362

Note: Trade flow estimates cover the period of April to November 2017.
Note: Informal trade flows are reported via the FEWS NET/WFP Informal Cross Border Monitoring System. These are considered a lower bound on
informal trade flows, as there are many border points across the region that are not monitored.

Source: Author’s estimates based on figures from Zambia CSO, SAGIS and the FEWS NET/WFP Informal Cross Border Monitoring System (November 2017).

UPDATED MAIZE TRENDS PRICES Figure 4: December 2017 maize prices (USD/kg)
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e In Zimbabwe, the use of mobile money when paying for services and goods, including staple foods, has been attracting
a premium of up to 25 percent. This has been a result of the on-going liquidity crisis. Despite the crisis, maize grain
prices were atypically stable and relatively uniform across the country up to the end of December owing to above-
average availability even in grain deficit areas as well as low household liquidity (Annex 3).

UPDATED MAIZE SUPPLY AND MARKET TRENDS THROUGH MARCH 2018

e  Regional maize supplies are likely to be above average and sufficient to meet regional needs for the remainder of the
marketing year. Exportable maize surpluses are likely to remain high in Zambia and South Africa. Maize surpluses will
be significantly high in central and northern Mozambique.

e Trade within the region may remain weak, while international trade by South Africa to East Asia; and Zambia to East
Africa may remain strong.

e Maize prices are expected to remain near or below average until March (Annex 1). In South Africa, prices of the
commodity are likely to remain depressed, encouraging regional and international trade. Local and imported rice prices
in Madagascar are expected to remain above 2016 levels.

e The liquidity crisis in Zimbabwe is expected to continue in the short-term, with traders charging premiums on mobile
money transactions for services and goods, including staple foods (Annex 3).

PROJECTED MAIZE SUPPLY AND MARKET TRENDS BEYOND MARCH 2018

Figure 5: Percent Anomaly of Cumulative Rainfall (Oct 2017 — Jan

® Opening maize stocks for the 2018/19 marketing year 218)

are likely to be above average for the region. These
stocks may be notably high in South Africa and Zambia.
Regional food reserves are likely to augment 2018/19
marketing year supplies, particularly in South Africa
(close to 1.0 Million MT), Zambia (0.5 million MT), and
Malawi (0.2 million MT), as opening stocks for the
2018/19 marketing year.
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as the rainfall season has been of good quality. El:?:s
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poor crop conditions in Zimbabwe, South Africa, | B
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southern parts of Malawi, and southern Madagascar, a
situation that may translate to average to below

Source: USGS/EROS (January 2018).
average 2018 harvests (Figure 5).

e  While the region is affected by the Fall Armyworm, impacts on crop yield are likely to vary by country depending on a
number of other factors, such as crop and pest management, cropping practices such as intercropping, etc. Net maize
supplies for the region in the 2018/19 marketing year may be slightly below or close to average and likely to exert upward
pressure on maize prices.
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Annex |. Updated country level maize balance sheet for the 2017/18 marketing year

FN 5-year o % change
% change Change 5-

Country Item 2016/17 2017/18 et over over Change year

(2012/13 - 5 year one year

one year average

2016/17) average
Botswana Harvest 4 16 16 297% 0% A >
Botswana Opening Stocks 1 1 4 0% -74% | g v
Botswana Supply 5 17 20 238% -14% A v
Botswana Requirements 221 221 204 0% 8% | 4 | 4
Botswana SGR Carry over 40 40 40 -1% 0% | g >
Botswana Net Supply -256 -244 -224 - - - -
Botswana Self sufficiency 2% 8% 10% 238% -21% A v
DRC — Haut Katanga  Harvest 111 149 149 34% 0% A >
DRC — Haut Katanga  Opening Stocks 0 0 0 - - - -
DRC — Haut Katanga  Supply 111 149 149 34% 0% A | 4
DRC — Haut Katanga  Requirements 556 570 534 0% 0% | 2 >
DRC — Haut Katanga  SGR Carry over 0 0 0 - - - -
DRC — Haut Katanga  Net Supply -445 -421 -385 - - - -
DRC — Haut Katanga  Self sufficiency 20% 26% 28% 34% 0% A >
Lesotho Harvest 25 200 63 701% 220% A A
Lesotho Opening Stocks 22 20 26 -9% -22% > v
Lesotho Supply 47 220 88 368% 149% A A
Lesotho Requirements 253 245 251 -3% -3% | 4 | 4
Lesotho SGR Carry over 2 2 1 0% 56% | 2 A
Lesotho Net Supply -208 -27 -167 - -
Lesotho Self sufficiency 19% 90% 35% 384% 155% A A
Madagascar Harvest 301 320 352 6% -9% > >
Madagascar Opening Stocks 0 0 0 - - - -
Madagascar Supply 301 352 352 17% 0% A >
Madagascar Requirements 364 364 407 0% -11% > v
Madagascar SGR Carry over 0 0 0 0 - - -
Madagascar Net Supply -63 -12 -55 - - - -
Madagascar Self sufficiency 83% 97% 86% 17% 12% A A
Malawi Harvest 2,122 3,093 3,147 46% -2% A | 2
Malawi Opening Stocks 21 302 30 1340% 894% A A
Malawi Supply 2,143 3,396 3,177 58% 7% A | 2
Malawi Requirements 2,813 3,228 3,024 15% 7% A | 2
Malawi SGR Carry over 283 217 166 -23% 31% v A
Malawi Net Supply -953 -49 -65 - - - -
Malawi Self sufficiency 76% 105% 105% 38% 0% A | 4
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Annex | (continued). Updated country level maize balance sheet for the 2017/18 marketing year

FN 5-year % change % change Change
Country Item 2016/17  2017/18 SRl over over Change 5-year

(2012/13 - one year 5 year one year average

2016/17) average
Mozambique Opening Stocks 97 40 162 -59% -75% v v
Mozambique Supply 1,891 2,386 1,803 10% 15% | 4 A
Mozambique Requirements 2,330 2,330 2,296 0% 1% | 2 | 2
Mozambique SGR Carry over 10 10 6 0% 67% > A
Mozambique Net Supply -449 46 -473 - - - -
Mozambique Self sufficiency 81% 102% 79% 10% 14% A A
Namibia Harvest 77 62 62 -20% 0% v >
Namibia Opening Stocks 0 2 8 - -75% - v
Namibia Supply 77 64 70 -17% -9% v | 2
Namibia Requirements 163 163 158 0% 3% | 4 | 4
Namibia SGR Carry over 10 10 10 0% 0% > | 4
Namibia Net Supply -96 -109 -93 - - - -
Namibia Self sufficiency 47% 39% 45% -17% -12% v v
South Africa Harvest 7,973 16,067 11,806 102% 36% A A
South Africa Opening Stocks 2,475 1,095 1,510 -56% -27% v v
South Africa Supply 10,448 17,162 13,316 64% 29% A A
South Africa Requirements 11,453 11,805 11,188 3% 6% | 2 | 2
South Africa SGR Carry over 1,251 1,273 1,198 2% 6% | g | 4
South Africa Net Supply -2,256 4,084 929 - - - -
South Africa Self sufficiency 91% 145% 119% 59% 22% A A
Swaziland Harvest 33 98 77 198% 27% A A
Swaziland Opening Stocks 9 0 3 -99% -96% v v
Swaziland Supply 42 98 80 134% 23% A A
Swaziland Requirements 157 135 131 -14% 3% v | 4
Swaziland SGR Carry over 0 3 3 - 0% - >
Swaziland Net Supply -115 -40 -54 - - - -
Swaziland Self sufficiency 27% 73% 61% 172% 19% A A
Tanzania Harvest 4,815 5,347 5,436 11% -2% A | 2
Tanzania Opening Stocks 674 298 327 -56% -9% v >
Tanzania Supply 5,489 5,645 5,762 3% -2% > >
Tanzania Requirements 5,244 5,396 4,863 3% 11% | g A
Tanzania SGR Carry over 450 270 270 -40% 0% v | 2
Tanzania Net Supply -205 -21 630 - - - -
Tanzania Self sufficiency 105% 105% 118% 0% -12% | 2 v
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Annex | (continued). Updated country level maize balance sheet for the 2017/18 marketing year

F:lv:;;/‘;:r % change % change over S Change
Country Item 2016/17  2017/18 (2012/13 - over 5 year - 5- year

2016/17) one year average average
Zambia Harvest 2,873 3,607 2,845 26% 27% A A
Zambia Opening Stocks 668 569 767 -15% -26% v v
Zambia Supply 3,541 4,176 3,613 18% 16% A A
Zambia Requirements 2,406 2,497 2,282 4% 9% | 2 | 4
Zambia SGR Carry over 500 500 500 0% 0% > >
Zambia Net Supply 635 1,179 1,031 - - - -
Zambia Self sufficiency 147% 167% 158% 14% 6% A | 4
Zimbabwe Harvest 500 2,156 893 331% 141% A A
Zimbabwe Opening Stocks 150 236 428 57% -45% A v
Zimbabwe Supply 650 2,391 1,321 268% 81% A A
Zimbabwe Requirements 2,353 2,615 1,856 11% 41% A A
Zimbabwe SGR Carry over 0 0 252 - - - v
Zimbabwe Net Supply -1,703 -224 -787 - - - -
Zimbabwe Self sufficiency 500 2,156 893 331% 141% A A
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Annex 2. Staple food price projections for marketing year January 2017 — May 2018

Figure 6. Maize price projections in selected markets for the 2017/18 marketing year
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Figure 6 (continued). Maize price projections in selected markets for the 2017/18 marketing year
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Figure 7. Local rice price projection in Madagascar for the 2017/18 market year
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Annex 3. Markets and trade dynamics in Zimbabwe during the 2017/18 marketing year

Zimbabwe, the focus of this annex, is experiencing cash shortages that have begun restricting access to food and other
essential goods for households in Zimbabwe. The country began experiencing a cash crunch in mid-2016.

Zimbabwe’s economy has declined progressively since rebounding from the 2006-08 economic crisis. The agricultural
sector, the backbone of the economy, has shrunk significantly in size and scope since the 1990s, shifting the country from
being a net food exporter to being one of the biggest regional importers of maize.

CURRENT MAIZE SUPPLIES

Domestic maize supplies have been above average, owing to a significantly above-average 2017 harvest. Own produced
maize stocks for farming households have been above average resulting in atypically low demand.

Market supplies of maize are adequate, although lower than levels at the same time last year. This has been attributed
to increased farmer-to-farmer transactions, low household demand, and cash shortages.

Maize meal has been available in most retail markets across the country, except for main markets in Matabeleland South
where supplies are typically low.

MAIZE TRADE AND MACRO-ECONOMIC STATUS

International and regional maize imports continue to augment domestic supplies despite the ban on maize imports.
Levels of imports have however been below average with only about 160,000 MT (which is less than half of the average
volumes) imported since April 2017.

Since the start of the marketing year, the Grain Marketing Board (GMB) has purchased well above-average levels of maize
grain from farmers. As of the end of November, the agency had a maize holding of over 1 million MT (Table 2).

Table 2: GMB yearly maize grain procurement in MT

Marketing year Local procurement Imports Total GMB procurement
2011/12 212,622 - 212,622
2012/13 81,190 - 81,190
2013/14 33,273 17,964 51,237
2014/15 220,366 - 220,366
2015/16 67,945 67,132 135,077
2016/17 217,115 485,184 702,299

Apr to Nov 2017 >1,000,000 unknown >1,000,000

Source: Author’s estimates based in data obtained from Grain Marketing Board of Zimbabwe (2017)

Atypical market actor behavior has been observed, resulting from recent policy changes. Private traders and middlemen
have been playing a less active role in grain trade as only the GMB which is buying maize from farmers at a lucrative
price, is allowed direct trade with farmers. This has been a government move meant to ensure farmers are not
disadvantaged by selling their produce to private traders at low prices.

The country has been experiencing severe liquidity constraints since mid-2016. This has gradually resulted in long bank
queues, low daily cash withdrawal limits, and increased use of alternatives to hard currency, including credit and debit
cards, mobile money transfers, and electronic payments (Figure 8).

New market players have emerged, such as cash barons, whose agents are buying grain from farmers in cash at prices as
low as USD 180 per MT, less than half of the GMB’s buying price. The current cash crisis has seen some farmers opting
for cash rather that electronic and mobile money transfers offered by GMB.

Rural households have been using barter trade and less of mobile money to acquire grain.

Famine Early Warning Systems Network 10
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Annex 3 (continued). Markets and trade dynamics in Zimbabwe during the 2017/18 marketing year

CURRENT MAIZE PRICE TRENDS

e Maize prices have been behaving atypically, | Figure 8. Values of retail transactions (USD millions)

stabilizing in November when they typically rise. 3,500

Prices of the commodity have been relatively uniform 3,000

across the country at about USD 0.29 per kilogram. g 250
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surplus producing areas. This has been attributable 1,000
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e The GMB has been buying maize from farmers at USD ——Cash Cheque Moile money

390 per MT, which is about 30 percent higher than POS — Internet ATM

prevailing market prices of USD 0.29 per kilogram Source: Reproduced from Reserve Bank of Zimbabwe (2017).

(USD 290 per MT). The agency has been selling grain
to millers at a subsidized price of USD 240-USD 270 per MT.

e The use of mobile money when paying for goods and services has been attracting a premium of up to 25 percent, hence
the preference for barter trade by households when acquiring maize grain.

PROJECTED MAIZE SUPPLY AND MARKET TRENDS THROUGH MARCH 2018

e National-level maize supplies are likely to remain at above-average levels for the remainder of the marketing year even
in chronically grain deficit areas. Household market demand will continue to be below normal levels while humanitarian
assistance levels will likely remain atypically low.

e  GMB closing stocks for the current marketing year are likely to be at significantly above-average levels. Regional maize
imports are likely to continue at low levels.

e The 2018 maize harvest will likely be either average or below average, which may put an end to the ban on maize imports.

e  Atypical market actor behavior is expected until the 2018 harvest period, and it is likely that the Government of
Zimbabwe will relax restrictions on trade between farmers and private traders or middlemen to ensure movement of

grain from surplus to deficit areas.

e  Maize grain prices will remain below average until March. Premiums on mobile money transactions for grain are likely
to continue due to the liquidity crisis, which is likely to spill over into the 2018/19 marketing year.

e Relatively uniform maize prices in both surplus and deficit areas are likely to remain in place until the peak of the lean
season (January and February) when prices in deficit areas may increase at a faster rate than prices in surplus producing

areas.
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Annex 4. La Nina and Global Cereal Supplies

o Global commodity markets remain well supplied with
rice, wheat, and maize (Figure 9). These supplies are
expected to remain above average in 2017/18. Current
season crop assessments point to generally favorable
conditions globally (World Bank). However, supply will

decline marginally compared to 2016/17 levels due to

reductions in area planted for major producers. Stock-
to-use ratios are projected to reach multi-year highs for
wheat and rice, but decrease marginally for maize. Key
supply side risks for the global cereal market include high
energy prices, government policies influencing
production and trade, as well as weather patterns in

major producing and exporting countries (Figure 11).

e  Global commodity prices were largely stable for most of
2017, and are expected to maintain this trend through
the end of year (Figure 10). A marginal increase is

projected for cereal prices in 2018, driven by tighter

maize supplies (World Bank). Prices will, however,

remain below average.

e AlaNinaadvisory issued in November 2017, is expected
to continue through early 2018 (approximately February
— April) with a 65 to 75 percent probability (NOAA). The
impact of this forecast will vary geographically (Figure
11).

e FEWS NET will
commodity situation in the coming months as global

continue to monitor the global

2018 commodity supply estimates by the USDA,
International Grains Council (IGC), the FAO, and AMIS
are updated.

Figure 9. Global Market Indicators, 2017/18 compared to 2012-
2016 average
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Source: Authors’ calculations based on USDA (2017).
Figure 10. Global Commodity prices (USD/MT) 2011-2017
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Figure | |. Forecast La Nifia impacts, November 2017 - early 2018
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Source: FEWS NET (2017).
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http://pubdocs.worldbank.org/en/743431507927822505/CMO-October-2017-Full-Report.pdf
http://pubdocs.worldbank.org/en/743431507927822505/CMO-October-2017-Full-Report.pdf
http://www.cpc.ncep.noaa.gov/products/analysis_monitoring/enso_advisory/ensodisc.pdf

