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Agenda 
Why is market and policy analysis 

needed? 
What is FAPRI and the FAPRI analysis 

process? 
How could it apply to market and 

policy analysis in Turkey ? 



Unknowns and uncertainties 
High volatility likely to continue 
Major uncertainties in the markets 
Policy proposals and policy reactions  
Oil/Energy price 
Exchange rates 
World price surges 
Financial crisis 
Weather events/climate change 



Who needs information/analysis? 
Government and legislative bodies 
agribusiness firms and trade 

associations 
farmers and farm organizations 
NGOs,  
public,  
other analysts 
other governments (EU, US etc) 

 
 



Agenda 
Why is market and policy analysis 
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What is FAPRI and the FAPRI analysis 

process? 
How could it apply to market and 

policy analysis in Turkey ? 



What is FAPRI and the  
FAPRI analysis process? 

Mission 
• Provide objective policy impact analysis on 

contemporary issues related to agricultural 
markets and policies. 

Clients 
• US Congress, US Government, agribusiness firms, 

farmers, NGOs, public, other modelers and other 
governments 

Funding and Management   

 
 



FAPRI analytical system 
• Multi-market (models linked across commodities 

and countries) 
• Dynamic (markets adjust over time) 
• Partial equilibrium (macro-economic conditions 

treated as given) 
• Non-spatial (country total exports/imports, not trade 

flow matrix) 
• Hybrid (some portions estimated econometrically, 

some synthetic) 
• Policy-rich (detailed and explicit) 
• Critical role of analyst’s expertise 



FAPRI model structure 
Built to generate the main commodity 

Supply & Use tables  
Commodity prices 
Input costs and farm net returns 
Government costs 
Consumer  expenditures and food CPI 
See examples 

 





Corn prices, policies and returns 
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Interaction Between the Livestock and Crop Models 



What is a baseline and how is it used? 

It is not a forecast 
It is a projection based on a set of 

reasonable assumptions about 
 Macroeconomic outlook 
 Technology outlook 
  Policy outlook 

 



From different times and sources 



Macro outlook and Policy in the 
Baseline 

 GDP growth, exchange rates, inflation, etc come from latest 
IHS Global Insight forecasts 

 Baseline assumes current policies remain in place 
 Changes that may come as result of WTO agreement or new 

legislation in any country is a scenario of change from this 
baseline 



Technology and weather in the 
Baseline 

 Baseline assumes average rates of technological change. 
 Means that crop yields increase based on historical 

trends and prices. 
 Normal weather is assumed BUT historical yield 

variations are used for stochastic analysis 
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At request of US 
Congress 

November December  March  
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FAPRI-MU Baseline Process 
This basic design has been in place for 28 years 

Jan.-Feb.  

Preparation of 
Final Baseline 

 
Deterministic and 
Stochastic (new in 

2000) 
 



Oil price assumption 
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US Macroeconomic assumptions 



US input cost assumptions 



What happened this year? 
US drought greatly changed market 

outlook 
FAPRI updated the baseline in August 
Briefly review that change  
A taste of August 2012 outlook 



U.S. maize farm price projections, Jan 2012 

Sources: FAPRI-MU baseline, Jan. 2012; USDA, May 2012; CME Dec. contracts, 
June 8, 2012  



Drop in US corn yield, bu/ac  
--three in a row! 



U.S. maize farm price projections, August 2012 

Sources: FAPRI-MU baseline, Jan. and  Aug 2012; USDA, Aug 2012; CME Dec. 
contracts, Sept 7 2012  



World Grain Prices, Aug update 
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World Oilseed Prices, Aug update  
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Page 64 of US Baseline 2012 Briefing Book 

Stochastic results 



Maize price volatility to continue 

Source: FAPRI-MU August 2012 stochastic baseline, US FOB GULF PRICE 
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Wheat Price Uncertainty 

Source: FAPRI-MU August 2012 stochastic baseline, HRW WHEAT US  FOB GULF 
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How does FAPRI utilize the baseline 
models for policy analysis? 
 FAPRI’s models  fine-tuned and expanded for over 

28 years 
 After the Baseline, conduct policy scenarios 
 FAPRI never advocates for or against a policy 
 We provide the possible outcomes for a given set 

of assumptions – What If? 
 Policy makers are the “deciders” 



How to put numbers on impacts 
Suppose an import tariff is used? 
How does it impact other crops? 
 Impact livestock? 
 Impact farmers, consumers, government 

cost, trade volume and value, farm 
income? 



Agenda 
Why is market analysis needed? 
What is FAPRI and the FAPRI analysis 

process? 
How could it apply to market and 

policy analysis in Turkey? 



Examples of International Collaboration 
FAPRI Global Model System 

FAPRI-Ireland 
Teagasc 
Ireland 

+ 
AGMEMOD 

 
 

FAPRI-UK 
AFBINI 

N. Ireland 
 
 

BFAP 
Pretoria 
S. Africa 

 
 

SAGARPA
Mexico  

 
 

KREI 
Korea 

  
 

World Prices 



Building a Turkey country model 
Use the EU GOLD model framework 
Start with the most important 

commodities 
Link Turkey prices to FAPRI European 

and world market prices 
Start simple and expand size and scope 
Continue to enhance and refine  
 

 



Structure of EU GOLD models 

EU-27 Model 

FAPRI World 
Prices 

Macro 
Projections 

NMS-10 
Component 

EU-15 
Component 

NMS-2 
Component 



Expertise Needed 
Strong economics training 
Strong market knowledge -- agricultural 

markets, policies and industries 
Strong working knowledge of Excel, SAS 
Very careful with data to ensure data validity 

and model stability 
A few bright, well trained, hard working 

analysts! 



Thank you! 

mailto:meyersw@missouri.edu�
http://www.fapri.missouri.edu/�
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