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CRUDE PALM OIL PRICE OUTLOOK 2020____________ ____              Report as on 24th July 2020_ 

 

 

Strengths 

❏ CPO prices remained supported amid hopes for lower output in July as heavy rains hit top 

producers Indonesia and Malaysia, also due to a pickup in bulk demand in wholesale markets 

❏ The benchmark CPO futures in Malaysia are hovering around their 5 months high as Malaysia 

hiked its CPO export duty to 4.5 % in August after keeping it at zero per cent for June and July. 

❏ The Malaysian Palm Oil Association claims CPO production during July 1-20 to have fallen 8.9% 

from the month before 

❏ CPO Exports to India slumped to a record low of 397,151MT over the same period compared 

to 2.59 million MT the year prior following a diplomatic row between the two countries. 

Weaknesses 

❏ Domestic traders are expecting that it will keep the imports of CPO limited over coming weeks 

as the demand remains steady in retail end-user markets. 

❏ A fall in demand in India for CPO on rising coronavirus cases and failing demand across the 

globe. 

❏ Malaysia's palm oil exports in July 1-20 fell 10.5% from the month before to 1,089,021 tonnes 

❏ The EU imposed trade restrictions on palm oil biofuel with Malaysia, Indonesia. 

❏ India has since resumed its purchase of Malaysian palm oil after Putrajaya agreed to buy 

100,000 tonnes of rice from India for shipment in May and June. 
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Opportunities 

❏ Palm oil output in top producers Indonesia and Malaysia is expected to fall in 2020 due to last 

year’s dry weather and lower fertiliser use. 

❏ The industry needs more palm oil to produce hand sanitisers and soap, thanks to the Covid-19 

outbreak. 

❏ The Malaysian Meteorological Department predicted a wet spell in the country to last until the 

end of July as heavy rains caused flash floods, forcing the evacuation of hundreds of villagers. 

❏ The CPOPC said the prospect of a La Nina weather pattern bringing wetter-than-normal 

weather to Indonesia and Malaysia could hit crop production. 

❏ Malaysia is losing up to 25% of its potential palm oil yield due to a labour shortage that is 

expected to worsen in the coming months 

❏ CPOPC forecast Indonesia's CPO production in 2020 would be 1-2 million tonnes below last 

year's 44 million tonnes, while output in Malaysia is expected to drop 4.3% to 19 million tonnes. 

❏ There is a possibility of a rebound in the market given the ultra-loose monetary policies of many 

central bankers and the government’s stimulus package. 

Threats 

❏ There will be an expected reduction in edible oil demand by the HORECA business in the home 

country. 

❏ China’s Palm oil is affected by price movements in related oils as they compete for a share in 

the global vegetable oils market. 

❏ Considerable demand would also be underpinned by the implementation of biodiesel 

blending mandates in major palm oil-producing countries. 

❏ The global biodiesel demand may suffer post Covid-19 as movements are restricted 
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India's palm oil imports in June fell 18% from a year ago to 562,932 tonnes as imports of refined 

palmolein plunged after New Delhi restricted overseas purchases of the grade earlier this year, a 

leading trade body said. The country's imports of soy oil in June rose 49% from a year ago to 331,264 

tonnes, while sunflower oil imports rose 66% to 268,128 tonnes, according to provisional data 

compiled by the Solvent Extractors' Association. 

 

Indonesian state oil company PT Pertamina is set to test the production of jet fuel made up of 3% 

palm oil by the end of the year, Chief Executive Nicke Widyawati said. The comments come a week 

after the company announced its first batch of biodiesel using a feedstock of 100% palm (D100) in 

its Dumai refinery, saying it would produce 1,000 barrels per day (bpd). "The green jet fuel trial is part 

of the roadmap for Pertamina's biorefinery development in order to realise green energy in 

Indonesia," Widyawati said in a statement. The new jet fuel will be made in Pertamina's existing 

facilities in Cilacap by "co-processing" crude oil with 3% refined, bleached and deodorised palm oil 

(RBDO), she said. Like Pertamina's D100, Indonesia plans to eventually produce "green" jet fuel made 

up of 100% palm oil through processing RBDO straight into its refineries using catalytic cracking and 

hydrogen gas. 

 

Total palm oil output in top producers Indonesia and Malaysia is expected to fall in 2020 hampered 

by a labour shortage, and last year's dry weather and lower fertiliser application, the Council of Palm 

Oil Producing Countries (CPOPC) said. The prospect of a La Nina weather pattern bringing wetter-

than-normal weather to Indonesia and Malaysia could also adversely affect crop production and 

harvesting, it said. "The potential of La Nina in the second half of the year will dampen any prospects 

of increased production," CPOPC, a palm oil board led by Indonesia and Malaysia, said in a report. 

CPOPC forecast Indonesia's crude palm oil production this year would be 1-2 million tonnes below 

last year's 44 million tonnes. Output in neighbouring Malaysia is expected to drop by 4.3% to 19 million 

tonnes. 

 

Edible oil refiners in Nepal have all but stopped buying crude palm oil amid surging domestic 

stockpiles after top buyer India suspended most imports of refined oil from the country, industry 

officials told. New Delhi in May suspended 39 oil import licences to slow duty-free shipments from 

neighbouring nations, disrupting refiners in Nepal which had thrived thanks to preferential access to 

India's huge market. "Refiners are not importing fresh crude palm oil but we have to take (delivery) 

of the stock which is in transit," said Amit Sarda, director at Pashupati Oil Industries, a leading refiner 

and exporter based at Nepal's industrial town of Biratnagar. Palm oil stockpiles in Nepal have swelled 

to 70,000 tonnes, overwhelming local demand needs, he said. As a result, Nepal's crude palm imports 

had plunged to less than 7,000 tonnes per month by mid-June from around 21,000 tonnes earlier in 

2020, according to government data. India accounts for nearly two-thirds of Nepal's trade and is its 

sole fuel supplier. The ties between Nepal and India have strained lately following a territorial dispute.  
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Asian palm oil producers, long at loggerheads with the European Union over curbs on imports of the 

edible oil, have offered to "work together" with the European Commission in drafting rules for the EU's 

latest 'Farm to Fork' food supply policy. The EU, a major palm importer, has already decided to phase 

out palm-based transport fuels from its renewable energy sector by 2030, citing the environmental 

impact of the oil's production, and is expected to set new limits on food contaminant 3-MCPD esters, 

found in refined fats and oils. In a statement late on Thursday, the Council of Palm Oil Producing 

Countries (CPOPC), led by top producers Indonesia and Malaysia, said, "The Farm to Fork strategy 

recently launched by the European Commission offers a major opportunity for us all to work together 

and further improve sustainability standards." "We want to be part of this discussion, not mere 

spectators," it said. Neighbours Indonesia and Malaysia produce 85% of the world's palm oil, and 

have been battling criticism of rampant clearing of tropical forests for palm cultivation. 

 

The world's second largest palm oil producer Malaysia has estimated its total palm oil export value 

this year at 65-70 billion ringgit ($15.24 billion-$16.41 billion), the Plantation Industries and 

Commodities Ministry said. This is up from 63.73 billion ringgit in palm oil exports achieved last year, 

minister Mohd Khairuddin Aman Razali told parliament. "The Ministry is optimistic that this target can 

be achieved, taking into account the current export value from January to June 2020, which is 32.47 

billion ringgit," he said. 

 

Indonesia's state oil company PT Pertamina produced its first successful batch of biodiesel made up 

of 100% palm oil (D100) in its Dumai refinery last week and is set to produce 1,000 barrels per day 

(bpd), the company said. Indonesia, which has one of the world's most ambitious biodiesel 

programmes, raised the bio-content in its biodiesel mandate to 30% (B30) late last year from 20% 

(B20) before, and is planning to upgrade the bio-content gradually to 100%."This trial shows that our 

refinery and catalysts are ready. Next, we have to think how to make the economic side work too," 

Pertamina CEO Nicke Widyawati said in a statement. In Indonesia – the world's largest palm oil 

producer – the bio portion of biodiesel is made with fatty acid methyl esters (FAME) from palm oil, 

but efforts to increase FAME concentrations in biodiesel have faced resistance from users. While 

biodiesel can cut fuel costs and reduce emissions, higher blends of FAME require special handling 

and equipment as the fuel has a solvent effect that can corrode engine seals and gasket materials, 

and it can solidify at cold temperatures. 
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CHART  
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Chart Reading:   

Crude Palm Oil on BMD has formed an inverted head and shoulder pattern which suggests a 

strong upcoming bullish trend. Crude Palm Oil on MCX took a steep fall in the last week of June 

from 733.5 levels touching its 200 days moving average low of around 650. After that prices have 

been in a continuous bullish trend reaching two months high of 733. Prices are expected to be 

range-bound for the next few trading sessions. It faces important resistance of 740 level and 

support of 718.6 level. If it manages to break resistance it can see 800 levels in prices. If prices fall 

and break support of 719 prices can again touch 200 DMA levels. RSI is above 80 levels which 

suggest CPO is slightly overbought. MACD gives a bullish signal. Super Trend made a crossover 

at around 680 levels suggesting a bullish outlook ahead. Choppiness suggests markets to be 

range-bound in the coming days.      

 

ACTION:  
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Analyst Certification:  

We /I, Jaydeb Dey Research Analyst(s) of SMIFS Limited (in short “SMIFS / the Company”), authors and the names subscribed to this Research Report, hereby certify that 
all of the views expressed in this Research Report accurately reflect our views about the subject issuer(s) or securities and distributed as per SEBI (Research Analysts) 
Regulations 2014. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this 
Research Report. It is also confirmed that We/I, the above mentioned Research Analyst(s) of this Research Report have not received any compensation from the subject 
companies mentioned in the Research Report in the preceding twelve months and do not serve as an officer, director or employee of the subject companies mentioned in 
the Research Report. 

 

Terms & Conditions and Other Disclosures: 

SMIFS Limited is engaged in the business of Stock Broking, Depository Services, Portfolio Management and Distribution of Financial Products. SMIFS Limited is registered as 
Research Analyst Entity with Securities & Exchange Board of India (SEBI) with Registration Number – INH300001474.  

 

SMIFS and our associates might have investment banking and other business relationship with a significant percentage of companies covered by our Research Analysts. 
SMIFS generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies 
that the analysts cover. 

 

The information and opinions in this Research Report have been prepared by SMIFS and are subject to change without any notice. The Research Report and information 
contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in 
whole, to any other person or to the media or reproduced in any form, without prior written consent of SMIFS Limited. While we would endeavor to update the information 
herein on a reasonable basis, SMIFS is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may 
prevent SMIFS from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with 
applicable regulations and/or policies of SMIFS, in circumstances where SMIFS might be acting in an advisory capacity to this company, or in certain other circumstances. 

 

This Research Report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its 
accuracy or completeness guaranteed. This Research Report and information herein is solely for informational purpose and shall not be used or considered as an offer 
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Securities as defined in clause (h) of section 2 of the Securities 
Contract Act, 1956, includes Financial Instruments, Currency and Commodity Derivatives. Though disseminated to all the customers simultaneously, not all customers may 
receive this Research Report at the same time. SMIFS will not treat recipients as customers by virtue of their receiving this Research Report. Nothing in this Research Report 
constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The 
securities discussed and opinions expressed in this Research Report may not be suitable for all investors, who must make their own investment decisions, based on their 
own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any 
recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign 
exchange rates or any other reason. SMIFS accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this Research Report. Past 
performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in 
the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change 
without notice. The information given in this report is as of date of this report and there can be no assurance that future results or events will be consistent with this 
information. The information provided in this report remains, unless otherwise stated, the copyright of SMIFS. All layout, design, original artwork, concepts and intellectual 
Properties remains the property and copyright of SMIFS and may not be used in any form or for any purpose whatsoever by any party without the express written permission 
of the SMIFS. 

 

SMIFS shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Internet) reasons or snags in 
the system, breakdown of the system or any other equipment, server breakdown, maintenance shutdown, breakdown of communication services or inability of SMIFS to 
present the data. In no event shall SMIFS be liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or 
expenses arising in connection with the data presented by the SMIFS through this report. 

 

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (a) Exchange Rates can be volatile and are subject to large 
fluctuations; (b) the value of currencies may be affected by numerous market factors, including world and notional economic, political and regulatory events, events in 
Equity & Debt Markets and changes in interest rates; and (c) Currencies may be subject to devaluation or government imposed Exchange Controls which could affect the 
value of the Currency. Investors in securities such as Currency Derivatives, whose values are affected by the currency of an underlying security, effectively assume currency 
risk. 

 

Since associates of SMIFS are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the 
subject company/companies mentioned in this Research Report. 
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Disclaimer: 

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may: (i) from time to may have long or short positions in, 

and buy or sell the Securities, mentioned herein or (ii) be engaged in any other transaction involving such Securities and earn brokerage or other compensation or 

act as a market maker in the Financial Instruments of the Subject Company/ companies mentioned herein or act as  an Advisor or Lender/Borrower to such 

Companies or have other potential/material Conflict of Interest with respect to any recommendation and related information and opinions at the time of the 

publication of the Research Report. Or at the time of Public Appearance. SMIFS does not have proprietary trades but mat at a future date, may opt for the same 

with prior intimation to Clients/ Investors and extant Authorities where it may have proprietary long/short position in the above Scrip(s) and therefore should be 

considered as interested. The views provided herein are general in nature and do not consider Risk Appetite or Investment Objective of any particular Investor; 

Clients/ Readers/ Subscribers of this Research Report are requested to take independent professional advice before investing. The information provided herein should 

not be construed as invitation or solicitation to do business with SMIFS. SMIFS or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more 

of the equity securities of the Company mentioned in the Research Report as of the last day of the month preceding the publication of the Research Report.  SMIFS 

encourages independence in Research Report preparation and strives to minimize conflict in preparation of Research Report. Accordingly, neither SMIFS and their 

Associates nor the Research Analysts and their relatives have any material conflict of interest at the time of publication of this Research Report or at the time of the 

Public Appearance, if any.  SMIFS or its associates might have managed or co-managed public offering of securities for the subject company or might have been 

mandated by the subject company for any other assignment in the past twelve months. SMIFS or its associates might have received any compensation from the 

companies mentioned in the Research Report during the period preceding twelve months from the date of this Research Report for services in respect of managing 

or co-managing public offerings, corporate finance, investment banking, brokerage services or other advisory service in a merger or specific transaction from the 

subject company. SMIFS or its associates might have received any compensation for products or services other than investment banking or brokerage services from 

the subject companies mentioned in the Research Report in the past twelve months. SMIFS or its associates or its Research Analysts did not receive any compensation 

or other benefits whatsoever from the subject companies mentioned in the Research Report or third party in connection with preparation of the Research Report. 

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions. The Research Analysts might have served as 

an officer, director or employee of the subject company. 

Neither the Research Analysts nor SMIFS have been engaged in market making activity for the companies mentioned in the Research Report. SMIFS may have issued 

other Research Reports that are inconsistent with and reach different conclusion from the information presented in this Research Report.  

A graph of daily closing prices of the securities/commodities is also available at www.nseindia.com and/or www.bseindia.com, www.mcxindia.com and/or 

www.icex.com.  

SMIFS submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority impacting Equity Research Analysis activities in last 

3 years.  

This Research Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country 

or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject SMIFS and affiliates to any 

registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category 

of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction. 

 

 

 


