
1. What has been the impact of COVID-19 on palm oil supply? 



2. What about the impact of COVID-19 on palm oil demand?



3. We’ve recently seen higher export volumes and better prices - has 
the disruption from COVID-19 ended?



4. What is LMC’s view on the outlook for the rest of the year? 



LMC International is a leading independent economic and business consulting company that 
focuses on the agribusiness sector around the world. Dr Julian McGill is the Head of South East 
Asia at LMC International. He and his team are based in Kuala Lumpur. Known for their indepth 
analysis of commodity-specific issues and commentary on market outlook as well as broader 
macro views of agriculture, LMC International has a global reputation for excellence in high 
quality data and analysis with over 40 year track record. Dr Julian McGill has spoken at Globoil 
forum both in India and abroad. Here he speaks about the Palm Oil scenario during Covid-19 
and the future outlook.  



There was almost no disruption from the spread of COVID-19 to palm oil supply.  We speak 
regularly with plantations and, apart from a very brief period at the start of the Movement 
Control Order in Sabah, they tell us their operations have been unaffected. Indonesia, of 
course, never had a strict lockdown.



That does not mean that palm oil output has been plentiful. Production was already weak prior 
to the spread of COVID-19. 2019 now seems a very long time ago, but if you recall at the end 
of last year prices had rallied sharply in response to concerns over palm oil availability. At that 
point we could already see that the Malaysian harvest was declining steeply and we knew the 
droughts in Indonesia - which in some regions had continued into October - would mean weak 
growth in 2020.



COVID-19 has certainly reduced demand for palm oil. In the first half of this year, exports of 
palm oil were around four million tonnes below their usual levels – a significant decline. 



The main factor has been a reduction in food use of palm oil. We knew from the start that the 
lockdowns would force a change in eating habits. People did not stop eating, but they could no 
longer eat at hawker stalls or restaurants. Home cooking generally uses less vegetable oil, so 
we expected palm oil food use to decline.



We can see now that there was, indeed, quite a marked decline in vegetable oil disappearance 
in China and India for about three months during their strict and relatively comprehensive 
lockdowns. 



Interestingly the lockdowns didn’t have the same outcome in other countries. If you look at the 
US and EU, for example, vegetable oil food use didn’t decline much. In the US the main focus 
of disruption was on meat consumption, which had to adjust to the fact that retail consumers 
prefer different cuts of meat from restaurants. I’m told selling chicken became particularly 
difficult when all the sports bars were shut!



In addition, both the US and EU had to shut down slaughterhouses due to outbreaks of 
COVID-19. The conditions in slaughterhouses are cold, cramped and filled with a largely 
itinerant workforce – an ideal combination for the spread of COVID-19. This created further 
havoc for the livestock industry.



A second major consequence of the lockdowns in all countries was to discourage people from 
driving. This reduced diesel and therefore biodiesel consumption.  Interestingly, however, this 
did not always turn out as people expected. In the EU we feel it probably increased the usage 
of palm oil for biodiesel.  



The reason for this was that was a much lower availability of waste feedstocks, such as used 
cooking oil and certain animal fat. The closure of restaurants meant less used cooking oil was 
being generated and the disruption to slaughterhouses reduced supplies of animal fats. The EU 
gives double counting incentives to waste feedstocks. This meant that for every tonne less 
biofuel produced from used cooking oil or animal fats two tonnes more vegetable oil-based 
biodiesel was needed as a replacement benefitting palm oil!



The direct impact of the lockdowns has now passed. There are still restrictions, but we can 
see, with the occasional hesitation, that they are being gradually lifted.  A second COVID-19 
wave may still occur but our view is that a return to nationwide lockdowns is unlikely given 
their high economic costs. (A more likely outcome are targeted regional lockdowns).

The recent surge in exports, in part, reflects this return to more normal levels of demand. In 
addition, we are told that it was driven by the need to re-stock. Relatively low CPO prices in 
May appear to have been the trigger to encourage large amounts of buying for shipment in 
June. With pipeline stocks now replenished and prices higher, export volumes will weaken. 

More broadly, while the direct impact of the lockdowns has passed, the longer-term economic 
challenges from COVID-19 remain. We’re facing lower GDP growth around the world, 
bankruptcies and record unemployment – it’s inevitable that it will have some form of bearing 
on levels of consumption.



We musn’t forget that one of the factors, working in the background to support the CPO price, 
has been a substantial recovery in the crude oil price since March. Of course, as James would 
explain to you, the spread over crude oil is determined by the stocks, which now primarily 
hinges on the outlook for production.

Our forecast suggests combined Malaysian and Indonesian output in 2020 is set to rise, but 
only minimally.  It’s important, however, to note that Malaysia and Indonesia are out of sync 
with Indonesian stocks currently relatively tight. Alongside the lagged effect of the droughts 
last year, many regions have had floods interfere with harvesting. That’s likely to push the 
seasonal peak towards Q4 with implications for the build-up in stocks.



As I mentioned, exports have certainly recovered, but will still be weaker than usual. A more 
positive factor has been Indonesia’s success at sustaining biodiesel production. The spread of 
palm methyl ester over diesel has now declined reducing the cost of subsidising biodiesel. In 
addition, the Indonesian government has done an impressive amount to ensure the program 
has sufficient funding. Continued support for Indonesian biodiesel will help to limit the 
build-up in stocks. Nonetheless stocks will accumulate towards Q4 to an extent that makes it 
impossible to sustain current CPO prices.

Overall, we are certainly facing an oversupply, but it’s not as dramatic as it could have been. 
The oil palm sector is very fortunate that supplies were so weak at the start of the year. As a 
result, the period of weakest demand for palm oil exports coincided with a period in which 
there was not much palm oil to export. With hindsight this has proven crucial in limiting the 
excessive accumulation of stocks!
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Taj Hotel & Convention Centre, Goa
30th, 31st October & 1st November 2020


postgloboil

Hey! Welcome to Globoil Post, 
where we share the week's edible 
oil and agri-trade news highlights.



Today, we have an exclusive 
interview with Dr Julian Conway 
McGill, Head of South East Asia, 
LMC International Ltd who gives an 
overview of impact of Covid-19 on 
the Palm Oil industry and road 
ahead. 

BUSINESS 
NETWORKING


AT ITS BEST

The Solvent Extractors’ 
Association of India

AVAIL  EARLY  BIRD  D ISCOUNT

BOOK YOUR STAY  WITH  US

GLoboil SPEAKERs L INEUP

Most of  the networking happens at  the venue hotel  and we 
don't  want you to miss this oppor tunity to maximize your 
conference experience.  Discounted rates avai lable on first  

come first  served basis.

 Big Names,  Bigger Ideas.  We are passionate about providing 
a plat form for new ideas and disruptive minds.  View our 

eminent speakers l ine up for  Globoi l  India 2020.

Book  now

V IEW SPEAKERS

Making impor tant business connect ions at  World’s Largest AgriTrade 
Event doesn’t  stop when the sun goes down – i t  just  gets even more 

extraordinary.  



With the greatest minds across the global  edible oi l  and 
agri-commodity community unit ing at  Globoi l  India during October 

30th,  31st & 1st November in Goa,  networking should be smooth and 
much fun with Globoi l  India Awards Night .  



The history of  Globoi l  Awards is  the success story of  i ts  revival  and 
resurgence,  the enduring passion of  new-age entrepreneurs and their  

ambit ion and appetite to grow and grow. I t  is  an occasion for  the 
industry to celebrate and t ime to acknowledge and reward 

per formances.



Globoi l  India 2020 wi l l  be an occasion to meet old fr iends,  to make 
new fr iends,  to relax & unwind & develop new business relat ionships.

30th,  31st October & 1st November 2020 

Taj  Hotel  & Convention Centre,  Goa

https://www.townscript.com/v1/e/globoil-india-2020-goa-by-teflas/booking
https://www.townscript.com/v1/e/globoil-india-2020-goa-by-teflas/booking
https://www.globoilindia.com/speakers.html

