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CPALIV Q VEGETABLE OIL SUPPLY HAS FALLEN
' ﬁlﬁwumpared to the long run trend

2022

G

From 1980 until 2019
global vegetable oil output
grew, following an
exponential pattern (with
annual fluctuations due to
the weather).

From 2019 production fell
significantly behind trend.
If output had kept pace at
historical rates, supply
would be close to 250
million tonnes.

What caused this
slowdown?
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Large Indonesian plantings from 2010 led to a rapid growth in mature area, increasing

output.
The expansion in area has now slowed substantially and coupled with stagnant yields this
meant,output has not grown. 50 2019
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Planting and mature area growth in Indonesia Indonesian palm oil output
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~strrerss - Supply is not increasing enough to grow exports
48 200 As Indonesian domestic
46 o consumption, in particular
" e for biofuels, has grown the
exportable surplus has
42 been reduced.

0 We reached “peak palm” in

38 2019 — the highest level of
36 exports.

34 The supply and demand
dynamics of palm oil have
been fundamentally

30 altered to - the advantage
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 Of the growers.

Palm oil exports, millions of tonnes

32

Exports of palm oil (crude and refined) since 2010 Will the current El Nifio
reduce output further?
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Festrend History does not appear to be repeating itself
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-sirr-rd. History does not appear to be repeating itself

30 An El Nino, can result in

droughts in South East
Asia reducing palm oil
output, with a lag.
Management issues in
Malaysia have already

. reduced yields as much as
' the 2015 El Nifo.

Initially the ONI followed
00 the same trajectory as the
1 2 3 4 5 6 7 8 9 10 11 12 13 14 major 1997/98 and
Months 2015/16 events. The
m— Feb-97 to May-98 m== Mar-15 to Apr-16 m—— May-23 to Oct-23 intensity now IOOkS Iess
severe.
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Comparing 1997-98, 2015-16 and 2023 Oceanic Nifio Index
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History does not appear to be repeating itself
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Rainfall in Indonesia July 23 to January 2024

An El Nifio, can result in
droughts in South East
Asia reducing palm oil
output, with a lag.
Management issues in
Malaysia have already
reduced yields as much as
the 2015 El Nifo.

Initially the ONI followed
the same trajectory as the
major 1997/98 and
2015/16 events. The
intensity now looks less
severe.

Only a few regions in
Indonesia experienced
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Despite the weak increase in palm oil output, prices declined substantially from record
heights. In inflation adjusted terms prices are back to levels around 2016-17. What
happened?

A compRination of weak demand and increases in the supply of other vegetable oils.

€
£ .
he) £ 1,850
5 1850 K
S 9]
2 1,650 g 1650
% w % o
g £ 1450 ® g 1420
= v g
o s O =
= 5 1250 £ & 1250 971
(O — D
£ 1,050 987 o 1050
& ©
()
g 80 B e 761
O 650 774 2650
450 450
Jan-16 Jan-18 Jan-20 Jan-22 Jan-24 Jan-16 Jan-18 Jan-20 Jan-22 Jan-24
= NOminal Real e N OMinal s Rea

Palm oil prices nominal and real (inflation adjusted) Soybean oil prices nominal and real (inflation adjusted)




N AN @ o1 SUPPLY INCREASED IN 2023
5= <
GREPHLMH reaster-pand Despite a lower crush

UL enToRNO

Based on the most reliable monthly data available, the oilseed crush declined in 2023. Yet
vegetable oil supply grew marginally.

How was this possible?
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The oil content of soybeans is much lower than those of rapeseed and sunflower. Crushing
more rapeseed/sunflower means greater oil output, without more meal.

This is how the market has been balanced in 2023.
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140 40% Soybean stocks have

10 38% increased substantially
2 36% g over the past two decades.

-

% 109 222 g The stocks-to-use ratio has
8 80 0% & also increased, despite a
2 60 2o S higher crush.
T 40 26% © The general expectation is
= 24% £ for soybean stocks to

20 20% continue to grow.
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2000 2003 2006 2009 2012 2015 2018 2021 Speculators are also
o e placing large bets on
= Stocks —— Stocks-to-use declines in the soybean

price.
Global soybean stocks and the stocks-to-use ratio

The key point is that those
seeds need to be crushed.
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Vegetable meal and oil demand move at different rates — palm oil used to balance the
market.

At present meal demand is very weak, due to poor demand for meat (particularly in China).
Vegetable oil demand, however, has benefited from bigdiesel. <,
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Post-pandemic there has been a surge of investment in renewable diesel in the US. While
mainly focused on “waste” oils, it has also increased demand for soybean oil.

The result has been to increase the importance of soybean oil in crush margins.
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GREPHLMH ? ,
~strrers. - Signalling the end of the biodiesel boom?
20 After the US mandate was
18 only increased marginally,

overproduction of
biodiesel has contributed
to a collapse in RIN values.
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10 A decline in soybean oil
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EU palm oil imports have declined substantially due to accelerated phasing out of palm oil.

Overall EU biodiesel consumption continues to grow focusing on “waste” materials. Recently,
there has been a focus on the provenance of waste — anti dumping duties may well be likely.
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6.0 While there are differences
between RSPO SG/IP and
the requirements of the
EUDR, broadly it's the best

0 indicator we have of how

3.0 much oil may comply.

50 One important point to
note is that the EUDR

10 . doesn't just cover the oils,
but also most products

00 — : produc

derived from these oils.
EU CPO Demand  SG/IP Palm Qil EU PKO demand SG/IP PKO
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EU palm oil and PKO demand and SG/IP
supply, million tonnes

(2023)  mwip mSG mDirect mindie%> The problem will be
securing sufficient volumes
EU palm oil and palm kernel oil demand against IP/SG volumes, 2022/23 of the PKO co—product.
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7, So what does this all mean?
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1. The biggest long-term shift in vegetable oils is the dramatic slowdown in palm oil
output.

2. In the short term, rapeseed and sunflowerseed have responded to the high prices and
brought down vegetable oil prices, while balancing weak demand for meal.

3. In the longer term, they face rotational constrains, and the marginal growth will come
from soybean oil. Soybeans are abundant, but to unlock their oil they need to be
crushed. This creates a co-product problem, with meal oversupplied relative to demand.

4. Longer term, the US and EU are ramping up demand for biodiesel. While based mainly
on “waste” feedstocks, in reality it adds to overall demand for lipids, often palm oil.

5. In the short term, however, the question is whether US biodiesel is oversupplied. While
RIN values are collapsing and margins declining, will companies slow down output?

6. At the same time, a major short term factor is likely to be the EUDR for which time is
running out. This will be a particular issue for PKO but also effect pricing of CPO.

Fundamentally we feel there is likely to be a shortage of vegetable oils in general, and palm

oil in particular. As demand recovers and SAF mandates become firm this
prices, though in 2024 the increase will probably only be slight.
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