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The impact of the drastic fluctuation of international crude oil market price on China’s
grain market: Based on an analysis of counterfactual simulation scenario

WANG Gang, ZHAO Xia
(Institute of Food Economics, Nanjing University of Finance & Economics, Nanjing 210003, China)

Abstract: In the complex and volatile international situation, the increasingly severe price fluctuation in the energy market
has a growing impact on the stability of the domestic grain market. By constructing a partial equilibrium model, a
counterfactual simulation evaluation of the domestic grain market risk in the scenario of strong fluctuations in the
international crude oil market price has conducted. The study shows that the drastic fluctuation of international crude oil
price would lead to grain price increase effect and production reduction effect. The overall effect of production reduction
forms an inverted U shaped curve. Compared with rice and wheat, the stability of corn and soybean markets is more fragile
facing the drastic fluctuations in the international crude oil market price, and the price increasing effect and the production
reduction effect are more significant. Thus, strengthening international dialogue and cooperation, developing overseas
energy bases, and accelerating the change of traditional agricultural-related and grain-related energy consumption varieties
might be effective ways to enhancing the domestic grain market’s ability to defend against the risk of price fluctuations in

external energy markets.
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