e recent outbreak of Covid-19 started at Wohan in

China and has affected 0.11 million peocple over 97

countries with reparted martality of more than 3800

by March 2020, The speed with which the virus i
spreading and the highly infectious nature of this vines has
affected almost all sections of international trade Including
seafood markets.

The raising economic status of the middie class Chinese has led
to surge in seafood consumption by 50% In the last decade.
Traditionally marine products are the staple items in the
Chinese diet with per capita of consumplion of 41 kg against
30 kg for the world, Generally Chinese appetite for seafood
dictates the prices in global sheimp markets. in addition to kocal
production of 1 million-ten, China irmperted 065 million tons
of seafood in 2015 to meet its domestic consumplion. Major
countries exporting shrimp to China in 2019 were Ecuador
(322,636 tons) and India (159,785 tons).

Domestic production of
shrimp in China

The domestic production has been hit from 1.2 ton to 0.5
ton due to outbreak of shrimp disease ke EMS, RMS, EHP
etc. forcing authorities to ease the tariffs to promaote tmport
o mest the domestic demand, Furthesmons, increasaed
wareness on wabter pollution, chemicals and antibiotics
contaminating groundwater and natural waterbodies are also
some of the pessible factors contributing to the obsenved
redisction in Chirese shrimp autpul.
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Being major exporter of shrimp to China, Ecuador and india will
be facing the brunt of the siteation. The timing of the epidemic
is the mest damaging to the Indian shrimp farmers as the
COURLRy"S export 10 Ching has increased in Bt couple of wears,
Althcugh shrimp from these countries are exported to several
other destinations, exporters depend on Chinese markets
which are the ones to be get affected immediately. However,
the price fluctuation in the international markets ultimately
affects all the export howses. Ouring 2019, India and Ecuador
exported 24% and 55 % of thelr shrimp respectively to China.
Corventionally, China imports more than half of its shrimp
during the secand half of the year to meet the demand for the
Chinese Mew Year. Since the problem of Covid-19 surfaced in
the month of January this year, it can be speculated that the
diemand would pick up by the tecond hall of the year H020.

Price elasticity of shrimp

According to an estimate, the loss incurred by the shrimp
industry could be much higher than osiginally estimated.
Wie used price elasticity of demand for shrimp in different
seenarios to project the change in quarntity demanded fram
Chini. The second scenaria, which assumes 309 drops in price,
the shrimp Industey of India ard Ecuador could suffer losses
of up ta US $242 milien and US 5536 milllon in 2020 alane.
In Scenario 3, the indusitry could suffer a lods of 28,761 and
62,648 tons in the current year, worth LS5403 and 877 million
In Indla and Ecuador respectively based on the assumption of
50 price reduction in shaimp.
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Table 1: Dermand projection with different scenarios
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Massive shutdawn of major cities in Chinese province Wuhan 3
and Hubel, has resulted In stagnation in the movement o

of seafood acress the country. Reduction in the seafood
consumption has led to reduced demand affecting the
exposts especially from Ecuador and Indla causing glut in
the global market. This might affect the price of seafood in
the intemationsl marke! niescessitating suitable strategies to
circurmvent possible economic fallout, The effect of reduced
consumption is expected to be felt throughout the supply
chain up ko the farm gate.

After the recovery from Covid-19, it is expected that domestic
consumption will pick up while production would take longer
Ieading to demand far imports. However, FAD has reported
lower confumption of shrimp during the current Mew Year
2020 and the market is expected 1o be low. It & also possible
that the Chinese lmporters might hawve large inventodes
holding up leading to reduced import demand during the
secand half of 2020,

Since the current focus of Indilan processing howses is on
alternate markets like US, EU, UK, lapan, Canada and other
South East Asian countriés, shrimp farmers are bopeful of the
demand for their produce. However, competition from Ecuador
which exports double the volume of India to China will also
be aiming for same market destinations. This competition is
expected to push the shrimp price in the international markets
further down. Entry of produce from Vietnam and Thailand
which was destined to China, will further be expected to create
the pressure on already stressed market. Furthermore, shrimp
production worldwide has been hit with several diseases in
recent years and emergence of EHP In major shrimp producing
countries has forced the farmers to harvest low size sheimp
which had the attractive market in China.

A5 the many European countries are atso come under the attack
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The lass of incomes todities locked up means reduced spending.
Incames have to rise first before restoring the punchasing
power to witness the increase in demand for seafood, As the
number of new cases has reduced in last few days, there is
optimism in the air.
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It may not be wise 1o compare the present impact with
previous experience of SARS as China has become an integral
partof global market more so in the recent past. Moreover, the
Chinese economy is linked to economies of several cownlries
now, Sincemany countries ane dependent on China for the rvw
materiaks for the manufacture of finished products destived to
export eisewhere in the woeld, Show growth in China will mean
show grewth for the world econgery,

If the epldemic i controlled in a couple of months and the
disease is confined to the province of Wuhan, the demand
for shrifmp is expected 1o return 1o its normal levels, Major
challenges to the shrimp producing countries in the nest six
meonths would be to find alternate markets, targeting the
harvest size and tieming of stocking amd harvesting in addition
to improving dormestic consurmption.

—e.

HLIGHT

L

%
[*%




