( Malaysian Palm Oil Council > May 2023 Palm Watch Palm Scene
Issue 01 Spotlight on the Growth of Palm Qil MPOC Leads Delegation of Palm Qil Exporters
Consumption in the Philippines on Trade & Networking Visit to Central Asia

PalmPulse

Ur

MPOC



Palm Trends

India's Palm Oil Imports:
A Look Ahead

Palm oil imports in Q1
2023 declined to a monthly
average of 700,000 tonnes,
and are expected to decline
further in Q2 2023 to
around 620,000 tonnes.
Through Q3 and Q4 2023,
the imports are projected
to increase, bringing the
estimated annual imports
to 8.6 million tonnes for 2023.

Palm oilimports in India was off to a good start
in 2023. In January, the country imported
approximately 825,000 tonnes of palm oil. This
was following a favourable Q4 2022, driven by
festive demand, consumption growth and the
removal of stock controls.

The following outlines 4 key factors impacting
the outlook of palm oilimports in India for the
coming months:

o
Mustard Crop

The domestic mustard crop has witnessed a
huge surge, with an expected yield of about 11
million tonnes compared to 10 million tonnes last
year, along with a better opening stock of about
800,000 tonnes. However, this has put pressure
on mustard seed prices and consequently on oil
prices. Since seed prices have gone below the
Minimum Support Price (MSP), the government is
likely to support prices by procuring approximately
1.5 million tonnes. This is an important factor in
forecasting the palm oil import demand for Q2 2023.

o
Duty Speculations

The Indian industry has been advocating for an
increase in the duty differential between crude

and refined oils, as well as an absolute increase

in the duty, to help support mustard seed prices.
However, it seems the government is unlikely to
increase duties due to fears of consumer inflation
in food products, especially edible oils.

©
Lack of Hedging Mechanism
for the Trade and Industry

The domestic exchanges remain closed by
government order for the oils and oilseed
sectors until December 2023, unless changed
in the interim. As a result, there is a lack of
hedging mechanism for the industry. Buying
may be cautious and limited, leading to thin
downstream pipeline stocks.

Narrow Spreads
and Huge Stocks

A huge Brazilian soybean crop and the extension
of grain corridor has brought the Kandla CIF
spreads to less than USD50 per tonne in recent
times. Palm oil port stocks are expected to be
around 680,000 tonnes by the end of March 2023,
compared to a normal stock level of 450,000
tonnes. Narrow spreads and huge stocks are
expected to keep the imports lower in the

coming months.

Outlook of Indian Palm Oil Imports

With the palm oil discount ranging around
USD400-500 per tonne, the average monthly

palm oil imports in the last five months of 2022
stood at 1 million tonne, closing the year with a high
stock of 780,000 tonnes. Palm oil imports

in Q1 2023 declined to a monthly average of
700,000 tonnes, driven by narrowing spreads

of palm oil with soft oils.

In Q2 2023, the monthly average imports of

palm oil are expected to be around 600,000-
620,000 tonnes, consequently lowering the port
stocks to nearly 550,000 tonnes. Palm oil imports
are expected to increase through Q3 and Q4
2023, bringing the estimated annual imports for
2023 to approximately 8.6 million tonnes, lower
compared to nearly 9 million tonnes the previous
year. This is mainly attributed to high stocks

and a bumper domestic mustard crop this year. @
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Palm Trends

Navigating Pakistan's Palm Oil Import
Market: Performance and Projections

At the beginning of 2023, the import of oils and
fats in Pakistan started strongly and registered a
volume of 351,806 tonnes in the month of January.
However, since then, the imports have beenon a
declining trend. At the end of Q1 of 2023, the total
imports registered a volume of 833,520 tonnes,
which s lower than the market expectations.

The following are some of the key factors

impacting the overall edible oil trade in Pakistan: What to Expect in Pakistan's Palm Oil Imports i k% aih g
N

(1 Itis anticipated that the imports of oils and fats in n %: )

Liquidity Crunch Pakistan will experience another year of negative _ ‘ t;,, q

Banks in Pakistan are facing a liquidity crunch

due to depleting foreign currency reserves,
causing delays in opening and processing import
documents. Although the clearance of edible oil
cargo was given priority in March and April to meet
the increased demand of Ramadan, it is anticipated
that the situation will worsen in the second quarter
of the year.

©

High Inflation

According to the Pakistan Bureau of Statistics,
consumer price inflation spiked to 35.3% in March
2023, the highest ever recorded in history. The
prices of essential items such as food, cooking oll,
electricity, and fuel are increasing monthly, putting

tremendous pressure on general consumers.

A monthly economic outlook report issued by the
Ministry of Finance on 315t March 2023, projected
that inflation will remain elevated. This, coupled
with exchange rate depreciation, willresultina
decrease in the demand for essential food items,
including oils and fats, and willimpact the import
of palm oilin 2023.

growth in 2023. Imports in Q2 of this year are
likely to stay below 600,000 tonnes, with the total
volume for Q1 and Q2 2023 registering a total of
1.4 million tonnes.

The overallimports of oils and fats for 2023 are
likely to decline by 8%, with a total volume of
approximately 3.1 million tonnes. Palm oil and its
derivatives will constitute 90% of the total imports,
with Refined, Bleached and Deodorised (RBD) palm
oiland palm olein being the dominantimported
fractions. Soybean oil imports will see anincrease
in overallimports to fill the gap caused by the
decline of soybean imports, which are impacted by
local regulations related to GMO seeds. @
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M Spotlight on the Growth of Palm Qil Consumption in the Phillipines

Growth of the foodservice sector in the Philippines is
projected to reach 1.01 trillion pesos (~USD17.45 billion)
in 2026, spurring demand for palm oil in the country,
which is expected to grow at a CAGR of 6% to 1.75
million tonnes in 2026. The Philippines, a net importer
of palm oil, will continue to depend on imported palm
o1l largely from Malaysia and Indonesia.

Touted as one of the most dynamic economies in the East Asia Pacific region, the Philippine economy
has experienced significant growth in recent years, with an average annual growth rate of 6.4% between
2010 and 2019, an increase from an average of 4.5% between 2000 and 2009. This economic growth

is driven by strong consumer demand supported by a vibrant labour market and robust remittances,
stemming from an increase in urbanization, a growing middle class and a large and young population.

The Philippines is set to experience rapid economic growth, should the momentum of the current
government continue, leading to better income for the people. Growth of the middle-income group
willincrease discretionary spending, thus leading to growth in various sectors, including the
foodservice industry."

Source
i World Bank, 2022
ii Organisation for Economic Co-operation and Development (OECD), 2019
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Foodservice sector in the Philippines recorded an upward trend from 2015

to 2019 with a strong CAGR of 7.84%. However, due to the Covid-19 outbreak,
this sector suffered immensely in 2020 and 2021. The pandemic not only
changed Filipino dining habits but also impacted the foodservice industry's
revenue growth trajectory. Due to prolonged lockdowns, the sales of the
foodservice sector have dropped by 43.4% to USD8.56 billionin 2020 and
continued to decline further to USD7.5 billion in 2021.

Although the sales in the foodservice sector have declined due to the
pandemic and movement restrictions, consumers’ spending on food and
beverages increased significantly in 2020 and 2021. In 2021, consumer
expenditure for food and beverages in the Philippines was valued at over
USD106.97 billion, an increase of 16.8% from USD91.58 billionin 2019."
This is a strong indication that the demand for food and beverages will
continue to increase year-on-year, and that the foodservice industry
revenue will see a comeback post-pandemic.

Consumers' Expenditure of F&B in the Philippines

Spotlight on the Growth of Palm Oil Consumption in the Phillipines

Foodservice Sector Revenue in the Philippines

16
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Figure 1: Revenue for the foodservice sector in the Philippines, from 2017 to 2021 (Statista, 2022).

2018

$85.88B

Expenditure Value

Figure 2: Consumer expenditure for food and beverage in the Philippines from 2017 to 2021 (Statista & PSA (Philippines), 2022).

Source
iiil, iv Statista, 2022

2019

$91.58B
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m Spotlight on the Growth of Palm Oil Consumption in the Phillipines

Palm Oil in the Philippines

The Philippines is the second largest importer of Malaysian palm oil in the
Asia Pacific region, with palm oil being the most consumed oil in the country;,
accounting for approximately 76.7% of total oils and fats consumed in 2021."
With a total population of 115 million people, the total consumption of oils

and fats was at 1.7 million tonnes in 2021, an increase of 41,000 tonnes or
2.5% compared to 2020, driven by strong growth in the food and beverage
sector. Mainly used in the household, foodservice sector and food processing
industries, palm oil consumption alone grew at a compounded annual growth
rate (CAGR) of 2.9% since 2017." The demand for palm oil in the Philippines is
expected to continue to grow.

RBD palm olein, a popular frying oil with a longer shelf life for finished goods
and good resistance to oxidation and formation of breakdown products at
frying temperatures, accounts for 89.3% of total Malaysian palm oil imports to
the Philippines. "It is widely used in the foodservice sector, which is one of the
major consumers of palm oil in the country.

Table 1: Malaysian palm oil export to the Phillipines by product categories for 2020 and 2021. (Malaysian Palm Oil Board (MPOB), 2022).

Philippines: Total Consumption of Oils and Fats
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Figure 3: Total consumption for oil and fats, broken down by categories in the Philippines from 2017 to 2021 (Oil World, 2022).

MPO Export to the Philippines (by product) 2022 2021 Change (MT) Change (%)
RBD Palm Olein 570,465 543,176 27,289 5.02
RBD Palm Qil 43,682 19,828 23,876 120.54
Cooking Oil 16,318 8,994 7324 81.44
RBD Palm Stearin 5,024 5,865 (841) (14.34)
Others 3,230 1,943 1,265 64.38
Total 638,718 579,806 58,912 10.16
Source

Al Oil World, 2022
vii Malaysian Palm Oil Board (MPOB), 2022
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M Spotlight on the Growth of Palm Qil Consumption in the Phillipines

The growth in the foodservice industry is driven by the rising popularity of
fast food restaurants and the growing preference for takeaway food and
beverages. The top five foodservice players in the Philippines are from the
fast food restaurant segment, with Jollibee being one of the leading fast food
chains in the country." The expansion of shopping malls and hypermarket
chains is also projected to contribute to the growth of fast food restaurants
and the foodservice industry in the country. Filipinos' eating habits have
been influenced by the exposure to media marketing from these companies.
Furthermore, the growing number of millennials looking for inexpensive
places to eat with friends is also driving the growth of the foodservice industry
in the Philippines. ™

According to GlobalData, the foodservice sector in the Philippines is projected
to reach 1.01 trillion pesos (~USD17.45 billion) in 2026, with a CAGR of 17.5%
from 451.1 billion pesos (~USD7.5 billion) in 2021 (Philstar Global, 2021). This
growth will spur the demand for palm oil in the country, which is expected to
grow at a CAGR of 6% to 1.75 million tonnes in 2026. The Philippines, a net
importer of palm oil, will continue to depend on imported palm oil largely from
Malaysia and Indonesia.* @

Source

viii Statista, 2022

ix Businesswire, 2019
X MPOC, 2022

Major Players of Foodservice Industry in the Philippines

Figure 4: Sales of major players in the foodservice industry in the Phillipines (Statista, 2022).

Philippines: Foodservice Sales Palm Oil Consumption

$17.45B

2026F '000 Tonnes

Figure 5: Projected growth for the foodservice sales, versus the corresponding projected growth of palm oil consumption in the Phillip-
ines (Statista & GlobalData, 2022).
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Analysis and What to Expect in May 2023: CPO Prices to Trade Sideways between RM3,500 to RM4,000 in May before Declining in June

Crude palm o1l (CPO) prices are expected to trade sideways between the range of RM3,500 to
RM4,000 in May 2023, before declining in June. This forecast is supported by the lower inventory
levels in Malaysia and Indonesia. However, the potential gain in palm oil prices may be capped due to
oversupply of rapeseed oil in the European Market and healthy palm oil stocks in China and India.

CPO prices are expected to remain firm as production is projected to be flat

in May 2023.

Demand for Malaysian palm oil is anticipated to stay strong in May 2023 due

to several reasons:

Indonesiais unlikely to
remove DMO policy, despite
grappling with high refined
products stocks. Moreover,
Malaysia's palm oil remains
an attractive option due to
Indonesia's export levy and
taxes of USD224.

The reopening of China's
borders to foreign tourists
from 15""March 2023
following the COVID-19
pandemic is expected

to increase palm oil
consumption in the country.

The unattractive soybean
crush margin discourages
soybean oil production in
China, which may lead to an
increased demand for palm
oil tofill the gap.

On 2 April 2023, OPEC+ Alliances announced further oil output cuts of
around 1.16 million bpd starting in May and potentially remaining until the end
of the year. The agreement brings the total production reduction by OPEC+ to
3.66 million bpd, equivalent to 3.7% of global demand. This announcement by
Saudi Arabia and OPEC+ Alliances propelled oil prices up by 6%, with palm

oil and soybean oil prices also rising by 3% and 2%, respectively.

To boost exports of soybean and its by-products, the Argentine government
has reintroduced the “soybean dollar” scheme at an increased exchange rate
of 300 pesos per dollar, effective from 8" April to 24""May. Argentina is the
world's largest exporter of soybean oil and meal.

An oversupply of rapeseed oil in European market has resulted inits price
decline. Consequently, the EU is expected to have a rapeseed surplus by
the end of the marketing season.

Malaysia's palm oil stocks plummeted 21.08% to a nine-month low of 1.67
million tonnes in March, from 2.12 million tonnes the month before, due to
strong exports and flat production. It is anticipated that palm oil inventory
levels will remain below 2 million tonnes until July, as palm oil is currently in

a season of low production. Palm oil is expected to begin its high production
season in June/July, as shown in Figure 6. Considering this, it is projected
that production will remain flat in May, which could provide support to palm
oil prices.

10
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Palm Prospect

MPOB: Malaysia March 2023 Data

Analysis and What to Expectin May 2023: CPO Prices to Trade Sideways between RM3,500 to RM4,000 in May before Declining in June

Table 2: Stock level of palm oil in Malaysia as at March 2023 (MPOB, March 2023).

March 2023 February 2023 Change
(million tonnes) (million tonnes) (%)

Opening Stocks 2119 2.268
Production 1.288 1.253 +2.77
Palm Oil Imports 0.039 0.052 -24.25
Exports 1.486 1127 +31.76
Local Disappearance 0.288 0.338 -14.61
End Month Stocks 1.673 2119 -21.08

Malaysia Palm Oil Production (‘000 tonnes)
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Figure 6: Malaysian palm oil production trend. Palm oil will be in high production season in June/July (MPOB, 2023).
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Analysis and What to Expectin May 2023: CPO Prices to Trade Sideways between RM3,500 to RM4,000 in May before Declining in June

According to data from the Indonesian Palm Qil Association (IPOA), or locally
known as Gabungan Pengusaha Kelapa Sawit Indonesia (GAPKI), Indonesia's
palm oil stock levels decreased in February 2023 due to reduced production
and increased exports. The inventory level of 2.64 million tonnes in February
was 14.81% lower compared to the previous month and 31.14% lower year-on-

year. The country's palm oil stock is at its second-lowest level since 2020, as
illustrated in Figure 7.

In May 2023, the palm oil market will be influenced by a number of factors.
Indonesia, the world's largest producer of palm oil, is expected to deal with
a high level of refined products stock post-Ramadan. If Indonesia eases its

Domestic Market Obligation (DMO) policy, it may result in palm oil prices
returning to a discounted level. However, it is unlikely that Indonesia will
remove the DMO policy, as the country's CPO and CPKO stocks, as reported
by GAPKIin February 2023, are lowest since 2020 at 2.60 million tonnes.

Indonesia's export levy and taxes of USD224 will still keep Malaysian palm
oil attractive.

The decline in soybean crush spread from USD2 per bushel in March to

USD1 per bushelin April, as depicted in Figure 8, could potentially discourage
soybean oil production in China and India. Soybean crush spread is an
indicator of the potential profit margin for soybean processors, and a lower
crush spread makes it less attractive for refiners to process soybeans into

soybean oil.
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Figure 7: Palm oil inventory for Indonesia. The inventory in February 2023 is at its lowest since 2020 (GAPKI, February 2023).
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Analysis and Outlook for May 2023: CPO Prices to Trade Sideways between RM3,500 to RM4,000 in May before Declining in June

The reduced production of soybean oil in China and India may resultinan
increased demand for palm oil to fill the gap. However, healthy levels of palm
oilinventory in China and India could limit the potential demand for palm oil
and subsequently cap palm oil prices. Additionally, according to the USDA's
prospective planting report released on 31stMarch, American farmers are
prioritizing corn over soybeans for planting in 2023, which is expected to
resultin a lower supply of soybeans.

China's recent decision to reopen its borders to foreign tourists, starting from
15" March 2023, is expected to boost palm oil consumption in China from April
onwards. Moreover, the upcoming Dragon Boat Festival in June, whichis a

prominent traditional festival in China, may lead to anincrease in China's palm
oil consumption in May as part of preparations for the festive season. This
could potentially support palm oil prices.

Crude palm oil prices are likely to remain within the range of RM3,500 to
RM4,000 in May 2023. This forecast is supported by the lower inventory levels
in Malaysia and Indonesia, as well as the increased consumption of palm oil in
China. However, it is worth noting that potential gains in palm oil prices may be
limited due to the oversupply of rapeseed oil in the European market and the
healthy palm oil stocks in China and India, which stand at 911,800 and 567,775
million tonnes, respectively. @

Apr Jul Oct
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Figure 8: Soybean crush spread declined from USD2 per bushel in March to USD1 per bushel in April (CBOT, 2023).
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Palm Scene

1

MPOC Leads Delegation of Palm Qil
Exporters on Trade & Networking Visit
to Central Asia

11—17March 2023 Kazakhstan & Uzbekistan

Caption

1 Malaysian delegates with the Oil and Fat Union of Kazakhstan.
2 BizMatch sessions conducted during the Trade & Networking Visit.
3 Malaysian delegates visited several food and confectionary plants in Aimaty, Kazakhstan and Tashkent, Uzbekistan.

2

Expanding Horizons:
MPOC Elevates Malaysian Palm Oil
Industry at Gulfood 2023, Dubai

20—24 February 2023 =~ Dubai World Trade Centre

The Important ingredient in various food applications

Rich in Vitamin E
Tocotrienols

4,5 MPOC booth at Gulfood 2023.
6 Our co-exhibitors were observed attending to the queries and interests from global buyers.

14
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Palm Scene

3

MPOC CEO Day 2023:
Inspiring the Future
of the Palm Oil Industry

14 January 2023~ Dewan Canselor Tun Abdul Razak (DECTAR), UKM

AINSs
TEKNOLOG!

|
MALAYSIAN
| PALM Ol
COUNCIL

7 Official launch of the MPOC CEO Day 2023 at UKM.
8 Winners of the Intervarsity Competition were all smiles.
9 Cooking demonstration by Chef Imelda with the co-host, Bell Ngasri.

4

Let’s Lunch: Palm Oil Health
Awareness CPD Lunch Talk

22 March 2023 = KPJ Ampang Puteri Specialist Hospital, Selangor

KPJ AMPANG PUTER!

10 Professor Yuen Kah Hay, a pioneer researcher in palm tocotrienols, gave a presentation on the Benefits of Paim
Tocotrienols for the Ageing Brain.
1 Associate Professor Dr Mah Siau Hui from Taylor's University presented her topic on Carotenoid-Rich Palm Qil

and its Eye Health Effects.
12 Participants visited the Hovid Sdn Bhd booth to learn more about the products provided by Hovid.

15
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5

Palm Scene

MPOC Outing at the Palm 0Qil Health
Awareness Evening Forum and Dinner
in East Malaysia

18 February 2023 Riverside Majestic Hotel, Kuching, Sarawak

13

14

15

Q&A session moderated by Dr Ruslan Abdullah, featuring the two speakers, Dr Radhika and Assoc. Prof.

Dr Zulfitri ‘Azuan.

The MPOC booth featured palm-based non-food products, cosmetics, personal care products and palm-based
food products, to spread consumer awareness on the versatility of palm oil in their daily lives.

Hovid Sdn Bhd promotes Tocovid Suprabio - Promemo, a new supplement for general health that combines
palm vitamin E tocotrienols, vitamin B, and folic acid, during the event.

6

MPOC Regional Office in Saudi Arabia
Organized a Palm Qil Networking
Seminar in Muscat, Oman

27 February 2023 = Sheraton Hotel, Muscat, Oman

MALAYSIAN
PALM OIL
COUNCIL

U,
W.f

MPOC

s L

Q & A Session
13 N R v e 1 b Accul

16 Mr. Mohammed Ali Al Lawati from the Ministry of Commerce, Industry & Investment Promotion, presented his
paper oninvesting in Oman.

17 Q&A session moderated by Dr. Ruslan, featuring Mr. Salem Nasser Al Bortmany, CEO of Areej Vegetable Oils
& Derivatives.

18 A BizMatch session in progress.

16
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Palm Scene

7 8

Breaking Down Issues Affecting MPOC Participated in the 26™
Malaysian Palm Qil: Techno Economic Food Ingredients China (FIC 2023)
Marketing for Palm Oil (TEMPO) in India Exhibition in Shanghai

7 April 2023 Taj Vivanta Kolkata, West Bengal, India 15—17 March 2023 = National Exhibition and Convention Centre, Shanghai

19 The lighting of the lamp at TEMPO in West Bengal, India by by Dr. Bhavna Shah, Regional Manager for the

South Indian region. 22 Visitors seen swarming the MPOC booth at FIC 2023.
20 An engaging and enlightening Q&A session at this year's TEMPO. 23 Sime Darby Oils representatives seen engaging with customers.
21 Dr. Pubali Dhar, arenowned expert on Food & Nutrition from University of Calcutta, India, presented a paper 24 Consul-General of Malaysia to Shanghai, Tuan Syed Farizal Aminy Syed Mohamad, in discussion with representatives

on Health and Nutritional Benefits of Palm Qil at TEMPO. of Malaysian palm oil companies at the MPOC booth.
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( Palm Horizon >

Exhibition

25" Bakery China Exhibition

Date & Venue

22—25 May 2023 @ National Exhibition and Convention Centre, Shanghai

Summary

MPOC Chinais set to participate in this upcoming international trade exhibition that caters
to the entire baking industry chain. This exhibition offers a platform for baking industry
leaders, professionals, and practitioners from around the world to share innovative ideas and
promote the comprehensive development of China's baking product industry. MPOC will be
showcasing three companies as co-exhibitors.

Please contact our team for opportunities to be our co-exhibitors.

( Learn More >

Workshop

MPOC Trade & Networking Visit—
ASEAN

Date & Venue

19—22 June 2023 @ Kuala Lumpur, Malaysia

Summary

The upcoming four-day Trade & Networking Visit, hosted by MPOC aims to be a platform for
Business Matching between Malaysian palm oil suppliers and ASEAN buyers to enhance the
trade relationships. Guests at this programme include selected Malaysian palm oil buyers
from the ASEAN region. The participants will enjoy an exclusive tour of downstream facilities
as well as a business seminar. A Business Matching session (BizMatch) will also be hosted by
MPOC in the programme. Essentially, participants will be able to gain access to networking
sessions with acclaimed Malaysian palm oil suppliers. MPOC looks forward to promote and
market sustainable Malaysian palm oil in ASEAN, one of the most vibrant economic regions in
the world.

Please contact our team for inquiries.

18
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Malaysian Palm Oil Council (MPOC)
199001001274(192835-K)

Level 25, PJX HM Shah Tower,

No. 16A Jalan Persiaran Barat PJS 52,
46200 Petaling Jaya,

Selangor Darul Ehsan, Malaysia

Copyright © Malaysian Palm Oil Council 2023.

000

Tel 603-7806 4097
Fax  603-806 2272
Email wbmaster@mpoc.org.my

Web mpoc.org.my
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https://mpoc.org.my/
https://twitter.com/mpocHQ
https://www.linkedin.com/company/mpochq
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