YEMEN MARKET WATCH REPORT

July and August 2019 - Issue No. 38

remained to a large extent stable in August compared
to the previous month. In August, the national
average cost of food basket was YER 4,776 per
person per month.

KEY HIGHLIGHTS

A Real GDP growth is expected to contract to -3.8
percent in 2019 according to the EIU August report.

A In parallel markets, the Yemeni rial continued to A The Alert for Food Price Spikes (ALPS) for essential
food commodities wheat flour, vegetable oil, red
beans, salt and sugar) continued to be in crisis levels
since the beginning of 2018 which reflects the
cumulative impact of the worsening market situation
on the cost of the minimum food basket

depreciate month-on-month by 3 and 2 percent
respectively in July and August reaching a national
average of YER 597 per USD at the end of August. In
most of the southern governorates, the exchange
rates depreciated more than the national average; e.g.
the Yemeni rial reached its lowest value in Aden with
YER/USD 610. This depreciation constraints
househol ds®& purchasing

A In August, the national average price of diesel

increased slightly by 0.7 percent to YER 384 pelitre.
power .

A Monthly average prices for petrol have been
increasing month-on-month in July and August by 2.7
and 4.7 percent respectively. At the end of August, the
average price was YER 363/litre.

A Though food was largely available & also considering
preparations for Eid celebrations 8 numerous logistical
challenges remain for the supply of food to the
markets including the blockage of roads and security

constraints. The conflict in the southern governorates A National average prices for cooking gas have been

of Aden, Shabwa and Abyan adversely affected trade
flows and supply chains of food and non-food
commodities.

declining by 2 percent both in July and August
compared to the previous months and closed on YER
3,860 per 18kg cylinder.

A The cost of the food basket, which is composed of
wheat flour, vegetable oil, red beans, sugar and salt

Please find further details of the Market Watch Report in
the story map here.

Wheat Flour +1.59%  RedBeans -0.29% Vegetable Oil +3.0%
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- MACROECONOMIC HIGHLIGHTS

B

Macroeconomic Context : According to the Economist

Intelligence Unit (ElU)report for August 2019, real GDP
growth is expected to contract to -3.8 percent in
2019. On Monday, July 8, 2019, The Central Bank of
Yemen announced that the newly printed YEROO notes
will be injected into the market as the supply of
undamaged notes is extremely thin. Depending on the
rate and the modus operandi of the injection, this may
lead to increased liquidity and subsequently trigger
further depreciation and inflation. However, their use
has been banned in areasunder the control of de-facto
authorities meaning that northern areaswill be the main
areafor circulation of old notes.

Exchange Rate: In July and August, the value of the
Yemeni rial continued depreciating on the parallel
market against the US dollar. While credit
documents remained fixed at the official rate of YER
440 per USD, the unofficial exchange rate dropped

month -on-month by 3 and 2 percent respectively in July
and August. Similarly to July 2018, when the YER
started accelerating its losses,the trend of depreciation
that picked up in April 2019 seemed to expedite
especially in the last weeks of August reaching a
national average of YER597 per USD. In most of the
southern governorates, the value has already passed
the threshold of YER600 per USD in the 4" week of
August and was lowest in Addahle (YER 610)
Hadramout (YER607) and Shabwa (YER604). Thisis a
highly worrying but most likely continuing trend. The
amount of the import bill is likely going to increaseand
eventually to translate to higher inflation, particularly
for food items and fuel.

Incomes: Moreover, government salary payments
remain irregular in northern governorates and are in
arrears since 2017, while in the area under control of
internationally recognized government, government
employees have been receiving their salariesregularly.
The average monthly wage level for skilled labour
slightly increasedto YER7,863 in August compared to
YER7,858 during June the unskilled labour wage rate
was YER3,989.

Inflation _rate : Food prices were rather stable during
August; the costs of the minimum food basket
increased by 1 percent only to YER4,776 compared to

the previous month.

Figure 1: Official and parallel market rate of the Yemential (YER)to USD- from pre-crisis period to August 2019

USD/YER

RATE [VER)

Parallel market Rate
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relative to USD
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2. FOOD SUPPLY AND AVAILABILITY

Food availability in_central city markets : During July

and August, food and non-food commodities were
widely available in all central city markets, also
because of the preparation for Eid al-Adha. For this
religious feast, the tradition in Arab countries lets each
head of a family slaughter sheep according to the
economic capacity of the family. As this capacity has
been weakening over time, many people decided to
buying small quanties of meat rather than
slaughtering. Thisis also attributed to the fact that the
price for male sheep has risen sharply, ranging from
YER90,000 to 130,000 (see Annex 1) when it was only

around YER51,000a yearago.

Anecdotal evidence showed that the availability of
basic food commaodities was not negatively impacted
by the temporary suspension of general food

Figure 2: WFP food supply as of 18 August 2019

Months Cover per Commaodity

Wheat Flour Pulses Veg. Oil Sugar

Food Supply Overview (MT)

Commaodity Category Purchase Requisition Supplier High Sea

Wheat Flour 51,091 448,160 84,736
Pulses 8,000 20,118 1,434
Veg. Oil 17.77% 31,571 10,759
Sugar 10,153
Salt 2,000 o
WSB+ 9,000 3,288
RUSF 1,200 871
Plumpy Doz 1,500 S04
Grand Total 90,570 511,817 100,217

Salt WSB+ RUSF

assistance in S a n «ify.aln Sogatra, however, red
beans have not been available during the second half

of the month of August.

Key market routes : Despite food being available in

the market, movement and delivery of humanitarian
food aid or supplies remain challenging. The security
situation in Addaleh caused the key road linking
S a n @dAaen (Addaleh road) to be blocked from
May until the end of August. All roads servicing the
markets in the conflict areas such as Shabwa Abyan
and Aden underwent restrictions and were, therefore,
costly for transporters, because they are forced to
resort to alternate and more expensiveroutes. Double
taxation for supplies moving from IRG areasto de-
facto authorities areas remains a factor contributing
to commercial supply chain challenges

WEP food supply overview : As of 18 August 2019,

the total WFP food supply including purchase
requisitions as well as food at suppliers or in transit
was 957 thousand tons, of which only a quarter wasin
country or dispatched to partners. Wheat flour supply
amounted to 760 thousand tons covering over five
and a half, yet not consecutive months of WF P
operation. WFPhas not been able to move any stocks
from Aden to areas of de-facto authorities due to
restrictions imposed by the latter.

GCMF
. Resourced

43

24

Plumpy Doz

Salalah In Country Dispatched Grand Total

2,080 108,616 65,363 760,051
20,325 3,489 53,366

20,489 4,780 85,773

4729 1,669 16,592

1,278 351 3623

15,719 28,007

3311 5,982

1,552 3,556

2,080 176,619 75,658 956,960

Mote: ‘Dispatched” includes what has been dispatched to CPs inthe current cycle to get complete picture of months cover.
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3. RETAIL PRICES OF FOOD COMMODITIEAND THE ESTIMATED COST OF THE

MINIMUM FOOD BASKET

Cost of the minimum food basket

The cost of the food basket which is composed of
wheat flour, vegetable oil, red beans, sugar and salt
remained to a large extent stable i n August
compared to the previous month (see figure 3). The
national average of this minimum food basket was
YER 4,776 in August per person per month, whilan
July it was YER 4,726; montton-month increases
were between 1.7 percent (July) and 1.1 percent
(August). Two governorates saw significant price
changes of the basic food commodity basket: Ibb
(+11%) and S a 6 &XD%). For the latter, this is partly
related to consumers switching between high and
lower quality red beans which need longer cooking
time. A correlation with the availability of cooking gas
is thus indicated. For Ibb, the price increase of the
food basket is caused by a sharp increase in wheat

flour prices from YER 300 to 400 per kg during the last
two weeks of August.

Despite the escalating security situation in Aden,
prices have not indicated massive pressure in late
August.

Also, Sogatra records the highest food prices
compared to almost all other governorates. The
monthly basket per person is calculated at YER 5,491
which is 15 percent above the national average. It can
be attributed to supply challenges including a rough
sea that closes access by sea during four months
including July and August.

Analysing individual commodities, the national
average prices remained relatively stable. However,
vegetable oil and particularly onions have seen steady

and partly accelerated price increases (see figure 4).

Figure 3: Cost of minimum food basket per person per month and monthly change in July and August 2019, by

governorate (WFP data)
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Figure 4: Price trend analysis of key food commoditieom January 2015to August 2019 (YERP WFP data
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ALERT FOR PRICE SPIKES (ALPS):

The Alert for Price Spikes (ALPS) indicator was
developed for each of the basic food commodities in
Yemen and compares historical market data with the
monthly national averages from January 2011 to July
and August 2019. The results of the ALPSanalysis
reflect the changes in market prices of essential food
commodities as well as the cost of the minimum food
basket The analysisfor the month of July and August

2019 shows that the ALPS for the essential food
commodities wheat flour, vegetable oil, red beans,
salt and sugar) continued to be in crisis levels since
the beginning of 2018 which reflects the
impact of the worsening market
situation on the cost of the minimum food basket.
More commodity -specific and market specific ALPS
analysis for Yemen markets is available on VA MG s

cumulative

Economic Explorer.

Figure 5: ALPSfor the costof minimum basicfood basketd July and August 2019 and monthly trends since2011

7

Normal Alert Stress

---Seasonal Trend

I Crisis —Price

5,000

4500 ——

4000 ——

3500 ——

e

........

‘‘‘‘‘‘‘‘
......

R
-

50— — —

e — —

500
I



https://dataviz.vam.wfp.org/economic_explorer/price-forecasts-alerts?adm0=269
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4. FUEL MARKET

Availability : The security situation in some
southern governorates constrained availability of
fuel during the month of August. The windy
season negatively affected the supply of cooking
gas on the island Soqatra, where it was not
available for three weeks in August. De-facto
authorities in northern governorates continued to
distribute a limited number of cooking gas
cylinders.

Figure 6: Average prices of diesel, petrol and cooking gas
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Diesel Prices: In August, the national average
price of diesel increased slightly by 0.7 percent to
YER 384 per liter compared to YER382 in July.
Pricesin Lahegwere quite volatile in Julyand August,
rising once from YER350 to 390 per litre before
increasing again to YER44(0/lire in the middle of
August. At the end of the reporting period, the
highest prices were recorded in Raymaand Taiz,i.e.
YER475liter .

Petrol Prices: The monthly average prices

for petrol have been increasing m/m in July

and August by 2.7 and 4.7 percent respectively .

At the end of August, the average price was

YER 363/litre . Similarly as for diesel, the

governorate Laheg saw high price volatility in

August. A price spike in week one of August to

YER500/itre was followed by a return to YER
350/itre and a subsequent, even bigger spike to

YER600/litre, i.e. a more than 70 percent increase
Also in Shabwa, the price increase over the two

months period was significant, reaching YER
435/litre at the end of August or a quarter more

than at the end of June For both governorates,
security constraints including fighting seemed to

play a major role.

Prices of cooking gas: National average
prices for cooking gas have been declining
by 2 percent both in July and August
compared to the previous months and closed
on YER3,860 per 18kg cylinder. However, price

patterns clearly illustrate that cooking gas markets are
not well integrated across Yemen.Price spiked in three
governorates: Dhamar, Rayma and Soqgatra. In Rayma
the spike was limited to the second half of July, when
the price more than doubled, after which it returned

to levels seen before. Cooking gas prices also sky
rocketed in Soqatra from YER 6,500 in late July to YER
15,000 before the gas became unavailable since then.
Finally, also in Dhamar prices shot up from YER 3,300
to 8,000 in the first half of August. In Hadramout, an
increase of the gas price from YER 1,750to YER 2,250 for
agents and YER 2,500 for consumers was announced. Also
in Ibb, the oil company declared that the gas price of one
cylinder would be fixed to YER 2,000 for the consumer.
However, this did not prevent prices rising up to YER 2,800
as of mid August

Figure 7:Month-on-month change of diesel prices during August 2019
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Figure 8 Month-on-month change of petrol prices during August 2019

Northern Governorates Southern Governorates

°
Laheg 38%
30% © Abyan 30%

> Taiz24%

0% ® Addaleh 11%
© Aden, 8% ® Shabwas%
® Al Mahra 5%
Ibb, 0% Sa'
Al Baidha0%Al Mahweet0% Haija 0% 6 Saada0%
0% _® Sanaaciyo%
Dhamar 0% Sana'a0%
Rayma0%

© Al Jawfo% Hadramdt Bidreb, 0% Soqatra 0%

Amran -8%
-10%.
Al Hodieda-16%

-20%

Figure 9:Month-on-month change of cooking gas prices during August 2019
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MARKET DATA COLLECTION METHODOLOGY

Map 1: Locations of markets monitored by WFP

WEFP collects market information remotely on a weekly basis from al22 governorates of
Yemen through key informants located at capitals of all governorates as well as from
partners operating throughout Yemen.Map 1 shows the locations of markets where we
collect information from. Data are cleaned and consolidated mostly into monthly
averages for the Yemen Monthly Watch Reporfood and fuel prices are analysed against
previous periods,ncluding key baselinessuch as the precrisis values of Februar2015.

Field monitors and key informants collect also information about the availability. The
classification of availability is based on monthly averages. A commodity is classified as
Available when it is found available at every visit in all markets of a specific governorate;
Widely Available when for only one visit the availability is not full; Sparsely Available
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when in at least half of the visits, the commodity is recorded as rare in the market; a commodity islostly Not Available when it was found only in
rare cases in a governorate during the reporting month; finally a commodity is classified ablot Available when it is not found in any market of a
governorate at any time.

The minimum food basket monitored by WFP contains five main food commodities: wheat flour, sugar, red beans, vegetable oilcasalt. The
guantities are adjusted against the survival caloric intake needs.

The Alert for Price Spikes (ALPS) is a WFBeveloped indicator calculated as follows:

ALPS =pPrice, I Season)/U;. Itis computed for each month (t) by dividing the difference between the observed and estimated seasonal price
(automatically derived from historical data and constantly updated) of a specific commodityij by the standard deviation of the error term (k). The
results of the analysis are presented in the form of charts using four categories based on the ALPS thresholds describingntlagket situation either as
normal, alert, stress, or crisis.

Situation on a given market ALPS thresholds

Normal ALPS <0.25
Alert 025<ALPS <1
Stress 1=ALPS <2

Annex 1: Availability of basic commodities during August 2019 and previous months

World Food Programme




