
NEWSLETTER

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



Today, we have an exclusive 
interview with Mr. Nagaraj 
Meda, Founder, Chairman & 
Managing Director of 
Transgraph Consulting, who 
gives industry insights about 
the effects of COVID-19 on the 
edible oil industry.

Globoil Post gives you:



“Congratulations to Kailash Singh and Tefla’s for starting the Globoil 

Post. It is important to keep ourselves engaged with industry stakeholders 

during these tough times. I am sure that Teflas will also evolve itself and 

secure Globoil's position as the prime and prominent platform for 

networking, sharing of knowledge and information amongst the industry 

participants by adopting the right technology and understanding the 

behavioural aspects of people in the changing times..” 

                                                                                              Nagaraj Meda



The bull market in vegetable oils lead by palm was 
short-circuited. What are the factors that contributed to 
the end of the bull rally? how are you seeing the situation 
going forward?



What is the impact of the COVID-19 on Global and Indian 
economy and how do you see its impact of the same on 
currency markets and the recovery post-COVID-19?



What is the one line of advising you would give to 
vegetable oil trading and sourcing organisations?



   Ready to kick your week off right? Globoil Post is brightening your week 
with super positive vibes and global industry insights, all in one easily 
digestible newsletter. Let’s get started.



-Edible oil industry’s fightback – how the industry is moving forward in 
the crisis

-The latest weekly (and unmissable) interviews with industry leaders and 
experts.


-A round-up of much needed positive industry news stories. 



   Here’s what Mr. Nagaraj Meda, a seasoned professional in the 
commodity trade known for his pechnical analysis has to say!!



   Stocks last year in palm oil at origins went lower and the market moved 

ahead of the fall in stocks with very high expectations of Biodiesel 

consumption in Indonesia. In sep’19 during the Globoil Mumbai, palm 

stocks in Malaysia and Indonesia were at 2.45 and 3.94 million tons. For 

CY 2019, Indonesia’s industrial consumption with B20 program was at 

9.08 million as compared to 2018 number of 6 million tons. This 

incremental 3 million ton of consumption supported by the Bio-diesel fund 

of Indonesia funded by the export tax fuelled the bull market and 

announcements of B30 program for 2020 triggered speculations that 

2020 Indonesia’s industrial consumption to be at 12 to 13 million tons 

(TransGraph projections was at 10.98 million tons). Successful 

implementation of B20 program in 2019 gave a boost to estimates of 

stocks to fall sharply going into 2020, which lead to contango market and 

created jitters amongst buyers and bulls could not wait and took the 

market up in the last quarter of 2020 ahead of the steep fall in stocks. As 

we entered Jan’20 majority in the market wanted to wait for the 

realisation of the stocks and Indian Government’s decision to move refined 

oil imports to the restricted list, Corona’s entry into China followed by 

OPEC+ countries decision not to cut crude oil production leads to the 

steep fall, short-circuited the bull rally. 





   The impact of COVID-19 has devasted the demand for crude oil. The 

Global demand for crude oil in 2019 was at 99.99 MBPD and it is 

expected to fall by 10% to 90.72 MBPD. This is expected to keep the WTI 

crude oil prices form April’20 to March’21 at an average of around 30 USD 

/ barrel, which will result into a downward revision of 2020 Indonesia 

Biodiesel production to around 8.73 million tons from the previous 

projection of 10.98 million tons. This will result in a significant revision of 

Indonesia stocks higher to 4.5 million tons by Dec’20 from the previous 

projection of 2.75 million tons. This should keep the prices depressed. 

However, because of the COVID-19,  Malaysia 2020 production is revised 

down to 18.58 million tons as compared to 2019 production of 19.86 

million tons, which will give support to prices at bottom levels.




1. Decline in consumer demand leading to recession. 2022 GDP for US and 
Europe will be equal to that of 2019. So the impact in GDP is like going back by 
3 years.



2. Asset prices have seen unprecedented volatility. Palm volatility increased 
from usual 20% per year to 45% and now around 30% and Crude oil volatility is 
ranging around 120% to 180%, resulting into heavy risks for traders and 
buyers. Companies with Value at Risk framework in place to take the day to day 
decisions were able to control their losses and companies with quantity limits 
and who see only prices instead of volatility have lost all the profits made in the 
bull market and running on a hope to recover from the large M2M losses in the 
bear markets. 



3. Food and Beverages, Personal care are less impacted by decline in consumer 
spending.



4. SME segment is severely impacted by the decline in cash flows but well 
supported by Governments.



5. Impact of heavy job losses in US and Europe are countered by liberal fiscal 
measures. US support is direct to employees vs Europe through companies



6. Debt leverage in US and Europe is lesser in 2019 vs 2008 levels. China and 
Canada debt leverage is higher in 2019 vs 2008 levels.



7. Since 1st Jan 2020, equity and currency markets of Brazil, Indonesia, India 
and UK have declined the most. US and China are impacted less.



8. Trade surplus countries will also be impacted negatively with the shrinkage 
of global trade and fall in crude oil prices.



9. Less than 6 month Import coverage (forex reserves) countries like Turkey, 
Malaysia, Mexico and Canada to have more currency volatility and depreciation 
bias.



10. Strength of US Dollar and weakness of Euro will be limited due to QE (Swap 
lines) and low interest rates.



11. Commodity prices have declined due to demand loss and strong Dollar. 
Recovery in demand will lead to bottoming out of commodity prices as Dollar 
strength is expected to be limited. Weak energy prices to continue limiting the 
recovery in polymers, vegetable oils, sugar and corn.  Non energy dependent 
commodities such as cocoa and milk will recover fast.



12. In India, 57% of GDP share is contributed by the Private consumption. 
Because of the lock down, TransGraph estimates a permanent consumption loss 
of 12.5 lakh crores.



13. Fiscal deficit for 19-20  in India is expected to reach 9.5 to 10 lakh crores 
from the previous projections by Government at 7.5 lakh crores (3.5% of GDP) 
to 9.5 or 10 lakh crores (around 5% of GDP). Nominal GDP in budget was 
projected at 204 lakh crores is expected to be revised down to 202 lakh crores.



14. CAD for 19-20 expected at -29 billion dollars, significantly lower than -57.3 
in 2018-19. Indian exports are expected to fall in 20-21 to 250 billion dollars 
from the 319 billion dollars of 2019-20 number and so CAD for next year 20-21 
is still expected to be negative in spite of steep fall in crude oil prices. Rupee in 
short term to trade 77.50 to 74.50





    Most importantly the recession is caused by the shrinkage of the global 

trade with anti-globalisation and Pro-localisation sentiment since last 4 

years across the Globe. The inability to enhance the exports will pose 

serious challenges to the recovery efforts from the Global recession but 

heavy liquidity measures by Governments across the Globe will try to 

create flash in the pan kind of recovery. Overall we will see a large W 

shaped recovery spread over a period of 2 to 3 years in the bigger W 

shape recovery we will see smaller Ws. The actual recovery will depend 

upon the behaviours of consumers and Governments across the Globe 

which is significantly impacted by the COVID-19. So I should say the next 

5 years is about behavioural economics instead of traditional Keynesian 

economics that will drive the change. 



    Research and risk management is the base pivots points of the trading 

triangle. One should adopt the best processes in these areas. Adopt value 

at risk, stress testing and hedge models which will help you to see the 

road ahead by coming out of market grapevine and ‘talking’ based 

decision making towards data, models and process-driven decision 

making.



   





This too shall pass...

We Shall meet again

Globoil India 2020

23rd - 25th September, 2020

The Solvent Extractors Association Of India (SEA)
in association with Globoil is organising a very 
interesting webinar on 'Current market situation 
& future outlook of the vegetable oil industry' on 
Friday, 1st of May 2020. Stay tuned for more 
details.

The Solvent Extractors’ 
Association of India


