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1.1. Prices fall to pre-war levels

The price-driven demand destruction from the record prices in vegetable oils was more severe than expected, and the negative
macroeconomic scenario, heavy fund selling and weakening energy prices have generated strong downward pressure on oil prices.
Recent steep price decline in palm oil and soya oil appears to be overdone.
North American grain and oilseed crops will enter critical stages of development. Also, the developments of weather and crop conditions in
Canada, Russia, Ukraine and the European Union will be closely monitored.
SOURCES: REUTERS
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2.1. Rising interest rates → Fall of commodities

The biggest interest rate hike since 1994 was announced by the FED, in response
to the worst inflation data in 40 years (9,1% in June), with a strong effect on
commodities in general.
SOURCES: BLS/THE WASHINGTON POST/AGRITEL/ST LOUIS FED/K BRAUM
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3. Big recovery in oilseed production in 2022/23?

World oilseed production in the 22/23 season is estimated
at 620.5 Mts (+35.8 Mts vs. 21/22): practically all the growth
comes from soybean, while the expected increase in
rapeseed offsets the losses in sunflower.
Stocks are expected to grow by 12.3 Mts: the big question is
how much of these stocks will be available for the market.
JULY - 2022

For the first time since 17/18, we expect a growth in the
production of the 4 main oils.
Focus on:
• Northern Hemisphere Weather (Jul/Aug)
• Weather in South America (Nov/Feb )
• War in Ukraine and its effects on world trade
• Palm exports and mandates
• Macroeconomic Context
SOURCES: OIL WORLD
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4. Demand hit hard by high prices

Imports and consumption of oilseeds and vegetable oils in China have
been seriously affected by COVID-related restrictions, slowing economic
growth, and higher global commodity prices. While stocks have fallen, the
main reason is demand destruction, primarily in the human consumption
sector. With prices falling in recent weeks, renewed buying interest is
expected.
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SOURCES: OIL WORLD/AGRITEL/SEA/USDA

5.1 PALM OIL (CPO): Indonesia's historically high stocks
The recent sharp decline in palm oil prices reflects the
repeal of the export ban and implementation of an
export acceleration program in Indonesia. With reduced
domestic market obligations and lower combined export
taxes and levies, the country is making more palm oil
available to the global market, sending prices to the
lowest level in a year.
As a result, stocks in Indonesia in May are estimated at 7
Mts, which is an all-time high. This is putting strong
pressure on the market, not only because these stocks
will be available for the market at some point, but also
because of the scarce storage capacity in the country,
which is causing serious problems.
However, the increase of the palm oil mandatory
biodiesel blend from 30 percent to 35 percent in July
may reduce the amount available for export.
SOURCES: POA/GAPKI/USDA
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5.2. PALM OIL has lost its growth dynamics

Production in Malaysia has been disappointing in the last 4
months, well below the average. Cumulative growth is slightly
bellow than 2021. June production was 1,5 MnT, 3.8% below
previous year.
Ending Stocks were 8.8% higher than May, the best level since Nov21.
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Palm oil has lost its growth dynamics due to:

1. Declining yields (low re-plantings)
2. Lack of new plantings
3. Shortage of workers (harvest losses)
SOURCES: AGRITEL/MPOB/MPOA/POA/OIL WORLD

5.3. PALM OIL Production will increase in 22/23
PALM OIL / GAS OIL

Vegetable oils have become more competitive as a
feedstock in the energy market. Countries have more
incentives to increase their mandate of incorporation.

Forecast for 2022/23 points to an increase of 3.0 Mn T,
mainly on account of Indonesia +2.0 MnT; Malaysia +0.5
MnT and other countries +0.5 MnT.

SOURCES: OIL WORLD/AGRITEL
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6.1 SUNFLOWER OIL (SFO): exports from Ukraine are surprising

In June exports of sunflower seed and oil exceeded expectations at 540 and 267 Thd T. This brought total shipments of sunflower seed to a
record 1.03 Mn T in Jan/June compared with only 41 Thd T a year earlier. Most of the seed was exported to the European Union.

Despite of the war, imports of SFO in UE are higher than previous year.
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SOURCES: OIL WORLD/EUC/USDA

6.2 SUNFLOWER OIL (SFO): weather

Sunflower crops are in critical stages of development. The weather was not favourable, and yields could be affected.
SOURCES: OIL WORLD/EUC/USDA
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6.3 SUNFLOWER OIL (SFO): Lower production than initially
expected in Europe

In Europe, for the fourth consecutive month, yield estimates are reduced due to dry weather and high temperatures.
However, due to the growth of the area, we continue to work with a production of around 10.8 Mts vs. 10.5 Mts of the
previous season.
SOURCES: OIL WORLD/EUC/USDA
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6.4 SUNFLOWER OIL (SFO)
With a huge drop in palm oil and soybean
oil prices in the last 4 weeks, sunflower oil
prices have been under heavy pressure.
As mentioned above, the pace of sunflower
seed exports is surprising, which partly
compensates for the lack of oil.
Delegations from Ukraine, Russia and
Turkey will meet U.N. officials in Istanbul to
discuss a possible deal to resume safe
exports of Ukrainian grain from the major
Black Sea port of Odesa as the global food
crisis worsens.

SOURCES: OIL WORLD/APK INFORM
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7.1 RAPESEED OIL (RSO): Critical period in Canada

This year’s Canadian canola plantings have apparently turned out larger than initially expected, according to Statics Canada. However, it is still not
yet clear how much of the intended area could not be sown or had to be replanted in Manitoba.
Crop condition has improved in Canada in recent weeks.
SOURCES: OIL WORLD/AGRICENSUS/AGRITEL
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7.2 RAPESEED OIL (RSO): Good production prospects

Oil World estimates production in Canada at 19.6 Mts, which implies a growth of 7 Mts. Production in the EU has been lowered due to dryness, primarily
in France and Germany, the EU’s largest producers. However, production is expected to improve by around 1.2 Mts, due to the largest area since
2018/19.
Another large crop is expected in Australia, given the growing area.

Downward pressure on other oils as well as improving conditions in Canada have put pressure on rapeseed prices. Now, market are stabilizing due to
SOURCES: OIL WORLD/AGRICENSUS/AGRITEL
good crush margins.
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8. SOYBEAN OIL (SBO): US weather market

Soybean conditions in the US have deteriorated in the last weeks. The weather will have to be monitored: low
rainfall and above normal temperatures are forecast for the next 15 days. Production in US will be critical: the
expected oilseed production growth for 22/23 is basically due to soybeans.
We expect growing area in South America, mainly in Argentina after several years of decline, given the lower
investment cost compared mainly to maize. The weather in South America during November 2022 to February
2023 will be critical for the long-awaited production recovery to ease tight balance sheets.
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SOURCES: RJO OBRIEN/USDA/NOAA/AGRITEL/OIL WORLD

A WORLD OF VEGETABLE OILS

