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India Pushes Wheat Into U.S. Export Markets
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Summary I

Though not regarded asamajor U.S. competitor, India s subsidized wheat exports are directly competing
withU.S. whest in many Southeast Asian and Middle Eastern marketswhilethe Government of Indiaplans
to triple exports next year.

Government Policies Spur Exports J
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Impacting U.S. Salesin Southeast Asia I

Severa markets in Southeast Asa have been flooded with chegp Indian wheet thereby displacing U.S.
sales. InBangladesh, Indian wheet hasbeenimported at significant discountsto that of competing suppliers
and has captured about 40% of the market while U.S. exports are only hdf that of the previousyear. In
the Philippines, Indian whesat has directly reduced SRW sales aswedll as negetively impacted sdes of Soft
White from the Pacific Northwest. 1n South Korea, Indian wheat is competing with U.S. corn for usein
feedrations. Meanwhile, Indonesia, Sri Lanka, and Maaysiahave dready imported acombined 680,000
tons of Indian wheat from July to May. Importersin these countriesreport that the whest isgenerdly being
used in the production of flour rather than feed, despiteitslow quaity compared to U.S. and other origin
whesat. InIndonesait has also been rumored that very low-priced Indian flour is being imported, thereby
depressing domestic flour prices and forcing millsto purchase chegp Indian whest to produce |ow-priced
flour. Findly, though not a mgor destination for U.S. whest, Vietnam has become a large market for
Indianwheet, importing over 300,000 tonsthisyear. Thissuggeststhat Indian whesat will likely bethemain
beneficiary of thisrapidly expanding market.

Commodity and Marketing Programs Foreign Agricultural Service



International Agricultural Trade Report Page 2

and Intensfying Competition in the Middle East I
The practice of millers blending
high quality whest with low quality Indian Exportsto U.S. Markets
Indian wheat is becoming ThousrdTons
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With the Goal of Dramatically Raisng Exports I

The government of India recently announced a 2002/03 export target of 10 million tons. Thisyear’ starget
was stated as 5 million tons but it now gppears only around 3 million will actualy be exported. Abundant
globa supplies of feed qudity wheat, congtraints a shipping ports, and concerns regarding qudity al
contributed to lower-than-targeted exports. Therefore, it isgpparent that the government tendsto beabit
optimidic and it is highly unlikely that thelO million ton target will be met. Neverthdess severd factors
point to increased Indian exports this year including very large subsidies, continued strong demand from
customersof Indian wheet, exporters purchasing directly from the market rather than thefood agency, and
amuch better quaity Indian crop. Quadity will be particularly important as it is viewed by many millers
around the world asthe leading concern with Indian whegt. Currently Indian government officids aswell
as traders report that the protein level of this year's crop is much better than previous years. This,
combined with recently ingtaled cleaners at Indian ports, should dlow more qudity conscious buyers to
purchase the wheat as evidenced by arecent Malaysian purchase of 100,000 tons and an agreement with
Sri Lankafor the purchase of 300,000 tonsover aperiod of 12 months. Though export levelswill largely
depend on the government’ s subsidy policy, the above factors, when combined, point to an increase in
Indian exports from 3 million tons this year to a forecast 4 million tons next year, further limiting export
opportunities for U.S. whest.

For further information, please contact Oliver Flake at (202) 690-4200.
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