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I August 1966

The Henorsble Dean Rusk
The Sscretary of Btate

Doviet and Chiness Activities in
the World Wheat “arket

The atiached paper is in reaponse to your

ooncern aboul Joviet and Chinese aotivities in ths

world wheat market. I propese to keep you advised

periodicsally.,
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FEMORARDUM FCR: The Henorsbhle Dean Rusk
The Secretary of State
SUBJECT : Soviet and Chinase Acts.v;iies in the World

Wheat Market

The abttached paper is in response 1o your concern about Soviet
and Chinese activities in the world vieat market. I propose to

keep you sdvised perioically in the’ future.

Richard Helms
Director
Attachment,: | Fronem,
SubJject Paper ‘ bt
Distribution: (8-1960)
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SOVIET AND CHINESE ACTIVITIES IN THE WORLD WHEAT MARKET

There have been no Indicatioms of Soviet activities in the
world wheot market since the sgreement with Canada annocunced on
20 June 1966, Soviet purchases of Free World vheat for delivery
during the next twelve months now total elmost b millton tons
valued at sbout $300 million -- three-guerters from Canada and
the remainder from France. Thie coppares wilith deliverles over
the preceding twelve months of about 9 million toms. Given the
present prospects for e good Soviet wheat crop this year; recent
purchages were probably made to assure adequate grain supplies
over the next seversl years rather than to meet anticipeted
shorteges this year.

Conmmmniet China, with saother poor wheat crop in prospect,
will continue t0 be in the market for additional vheat imports
during the coming months. We have no evidence, however, that
recent Soviet orders are Gesigned to pre-ompt Chinese grain pur-
chases. limited Soviet gold mnd Toreign exchsnge regerves would
make such sction extremely unlikely.

Saveral reesoms probably underlie Soviet orders for 1966/67
and the Soviet purchase sgreement vith (aneds for deliveries of
an a.ﬁ;é;im 6 million tons of whesi over the period mid-1967 to
mid~1069:

a. Recogunition by the Soviets that their huge invest-
ment program in sgriculture, vhich runs through 1970, is
unlikely to pay off for several years.

b. Concern over supply end price trends in the world
vheat market over the next few years in view of Borviet
dependence on imports ia the event of seriocus shortfalls
in domestic production such as cccurred in 1963 snd 1965.

c. The need to replenish depleted grain reserves.

d. A desire to mchieve ssvings in shipping casts by
srranging deliveries to the Soviet Far Eeat from Canada
by ses e opposed to expensive overlsnd shipmenis from
the Buropean USSR. Savings will also accrue from
deliveries of Canadian grain to Cuba to meet Soviet
coremitments.
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The world whest supply situation currently is tight. Prospecis
point, however, to s record 1966 world vheat crop. The humper
Canadisn crop in prospect will largely offset the recent forecnst
of a US wheaet crop only slightly sbove average. In Australis and
Argentine, vhere harvests begin in December, record wheet scresges
kave been sesded end are off to a good start with favoradbls moisture
supplies., In France, the other major Free ¥World exporter, acresge
is down, but recent westher points to high ylelds.

Chinese egreements for purchage of Free World graia for the
period 1966/67 {July-June) nov total only 3.3 miilion toms, compared
vith so everage apnual Lmport in recent years of almost & milliom
tons. Feced with reduced domestic production of wheat becsuse of
drought 4in the North China Plain snd unfavorable prospects for the
early rice erop as a result of flooding in the south, the Chinese
heve been actively seeking to purchese additional quantities of
grain. Delivery contracts signed thus far all call for shipaents
before December of this year, and imown efforts 40 purchese addi-
tional emounts also emphesize the need for delivery during this
period. Despite these efforts, however, Chins has recently seld
100,000 tons of Argentine vheat to the UAR, apparently for dnlivery
by July 1966. China undoubtedly believes that even though the
worlf wheat market will remein tight over the next fow months,
sufficient additional grain can be procured from sbroad to tide the
country over until nev supplies become availsble in early 1967.

CIA
29 quly 1966
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