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refiners in delivering oils and oil-based products to end consumers. It is also critical in terms of 
generating income via the trade of various finished and intermediary derivatives for multiple food 
and non-food applications for domestic and export markets, creating employment and providing 
basic needs to communities at large. 

 

Palm oil industry in Malaysia – industry segmentation 

 
Source: Extracted from the independent market research report prepared by SMITH ZANDER  
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Palm oil industry in Malaysia – industry value chain 

Source: Extracted from the independent market research report prepared by SMITH ZANDER  

 

The upstream palm oil industry in Malaysia is mature owing to its long history of cultivation and 
processing and growth opportunities are present as replanting is regularly carried out to replace 
mature crops to ensure the sustainability of supply of palm oil and PKO to the refineries. The 
downstream segment of the palm oil industry is robust as a result of the constant supply of oilseeds 
from the plantation sector and strong consumer demand. This strong demand from retail and 
industrial consumers is expected to secure the sustainability of Malaysia’s palm oil industry over the 
long term. 

 

1.2. Industry Performance, Outlook and Prospects 

1.2.1. Supply Analysis 

The palm oil industry in Malaysia has performed positively over the years between 2000 and 2013. 
Total planted area in Malaysia, comprising both mature and immature planted area, grew at a 
compound annual growth rate (CAGR) of 3.4% between 2000 and 2013. In 2013, total planted area in 
Malaysia was 5.2 million Ha. Mature oil palm plantations in Malaysia are located both in Peninsular 
Malaysia and East Malaysia. Mature oil palm plantations grew at a faster pace in East Malaysia 
(CAGR 5.7%) compared to Peninsular Malaysia (CAGR 1.5%) between the years 2000 and 2013 as 
a result of the higher availability of arable land for agricultural purposes in the East Malaysia states of 
Sabah and Sarawak. As at end December 2013, Malaysia had a total of 4.5 million Ha of mature oil 
palm plantations, of which 2.2 million Ha were located in Peninsular Malaysia. 
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CPO – forecast average local delivered prices in Malaysia 

 

Source: Extracted from the independent market research report prepared by SMITH ZANDER  

 

1.3. Key Demand Drivers and Dependencies 

1.3.1. Demand Drivers 

 Growing demand for food 

The demand for palm oil is directly driven by the growing demand for food as a result of the 
overall global population and economic growth. 

 Population growth 

World population in 2013 was approximately 7.2 billion, having grown by 35.9% from 5.3 
billion in 1990. Higher population growth rates were especially witnessed in developing 
countries, pressuring the agricultural industry to produce sufficient food and fibres to feed and 
clothe an increasing world population, as well as to increase the daily food intake of the 
existing undernourished population in underdeveloped countries. The agricultural industry 
has seen a general uptrend in all major crop production within the last decade. The demand 
for food will increase significantly over the long term despite the slower population growth 
rate.  

 

 Economic growth 

The global economy has continually witnessed positive growth trends in recent decades, with 
the exception of the periods of economic slowdown in 1997/98 and 2008/09. In line with 
global economic growth, there continues to be strong demand and higher prices for energy, 
primary commodities and food. The growth in per capita income worldwide has led to a shift 
in dietary intake, which has moved away from staple product such as cereals, roots and 
tubers and pulses towards livestock, vegetable oils, fruits and vegetables.  

In 2011, the average world urbanisation rate, which is used here as an indicator for wealth, 
was approximately 52.1%. The urbanisation rate for the more developed regions, less 
developed regions and least developed countries are 77.7%, 46.5% and 28.5% respectively. 
Moving forward, higher urbanisation rates can be expected in the least developed countries 
by an estimated increase of 21.3 percentage points between 2011 and 2050. In comparison, 
the estimated increase for most developed and less developed regions are 8.2 percentage 
points and 17.6 percentage points, respectively. The forecast average world urbanisation rate 
in 2050 is 67.2%, an increase of approximately 15.1 percentage points from 2011. 
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resulted in dry conditions in Southeast Asia and Central America, but in contrast led to wet conditions 
in South America. Nevertheless, global production of edible oils and fats registered a lower albeit 
positive growth rate that year by 3%, from 160.3 million MT in 2008 to 165.1 million MT in 2009, 
compared to a growth rate of 3.8% the previous year. Production levels rebounded in 2010, growing 
by 4.4% to 172.3 million MT. 

Global production of edible oils and fats is expected to further grow to 209 million MT by 2015, 
registering a CAGR of 4.1% between the years 2000 and 2015. CPO and soybean oil will continue to 
feature prominently as the highest produced oils during the forecast period. Indonesia, China, 
Malaysia and United States are expected to remain as key supply nations of edible oils and fats 
globally, owing to the large oil palm and soybean oil crop plantations in these countries and various 
Government efforts to encourage replanting. 

 

Edible oils and fats supply market – global market, major oils and major regions 

 

Note: 
Latest available year is 2012 

 

Source: Extracted from the independent market research report prepared by SMITH ZANDER 
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CPO and PKO recorded the highest production growth over this period, with global production of palm 
oil increasing from 22 million MT in 2000 to 51.5 million MT in 2012 at a strong CAGR of 7.3%. 
Similarly, PKO grew from 2.7 million MT to 5.8 million MT over the same period at a CAGR of 6.6%. 
Over the period of 2000 to 2012, other major vegetable oils including soybean oil (CAGR of 4.1%), 
rapeseed oil (CAGR of 4.1%), sunflower oil (CAGR of 3.5%), castor oil (CAGR of 2.8%), cotton oil 
(CAGR of 2.2%), olive oil (CAGR of 2.6%) and sesame oil (CAGR of 2.0%), also registered positive 
growth. In the animal oils/fats segment, butter and lard registered positive growth rates at a CAGR of 
2.0% and 1.7% respectively over the same duration. 

 

Palm oil supply market – global market size, major regions and major countries 

 

Note: 
Latest available year is 2012 

 

Source: Extracted from the independent market research report prepared by SMITH ZANDER 
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PKO supply market – global market size, major regions and major countries 

 

Note: 
Latest available year is 2012 

 

Source: Extracted from the independent market research report prepared by SMITH ZANDER 

 

Production of crude soybean oil increased at a healthy pace from 25.6 million MT in 2000 to 41.7 
million MT in 2012 at a CAGR of 4.1% over the period. Global production of crude soybean oil is 
influenced by factors such as weather conditions and crop switching due to competition from other 
crops with greater profit margins. Crude soybean oil is mainly produced in North, Central and South 
America, particularly in the United States, Brazil and Argentina. In the United States, soybean 
competes with corn, wheat and cotton for planting acreage, leading to the increasing global 
dependence on South America for soybean supply since 2002. As soybeans enrich the soil with 
nitrogen, farmers typically switch crops every alternate year, and more so when the prices of 
competing crops increase as a result of greater demand. 

Global production of crude rapeseed oil grew from 14.5 million MT in 2000 to 23.6 million MT in 2012, 
recording a CAGR of 4.1% over the period. In the last 20 years, the production of crude rapeseed oil 
production has fluctuated due to production slowdowns in the European Union, India, Canada and 
China that were caused by poor weather conditions and decreasing seeded area.  

Worldwide production of crude sunflower oil increased from 9.7 million MT in 2000 to 14.6 million MT 
in 2012, registering a CAGR of 3.5% over this duration. Global production of crude sunflower oil is 
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primarily influenced by seeded area, though it is noted that global production has been increasing at a 
higher rate than seeded area since 2005 due to improved yield. Sunflower seed is mainly grown in 
Ukraine, Russia, the European Union and Argentina, with Ukraine being the largest exporter in recent 
years.  

 

Edible oils and fats supply market – comparative performance of major oils 

 
Note: 
Latest available year is 2012 

 

Source: Extracted from the independent market research report prepared by SMITH ZANDER  

 

2.2.2. Demand Analysis 

Consumption of vegetable-based edible oils is commonly measured by the volume of processed and 
refined oil consumed as opposed to consumption of its crude form. Global consumption of edible oils 
and fats increased from 113.5 million MT in 2000 to 185.6 million MT in 2012 at a CAGR of 4.2%. 
Consumption is largely affected by market prices, production volume, availability of product 
substitutes and demand from end-user industries. Edible oils and fats are consumed by four main 
industries, i.e. food, energy (biofuels), oleochemicals and others such as animal feed.  

The trend in consumption largely reflects a trend similar to production patterns, with most of the edible 
oils and fats recording positive increases in consumption over the period between 2000 and 2012.  

Palm oil is now the world’s most consumed edible oil, having surpassed soybean oil in global 
consumption in 2005, whereby palm oil consumption accounted for 28% of total consumption of 
edible oils and fats in 2012. Soybean oil was the next highest of the vegetable oils consumed in 2012 
and accounted for 24% of total consumption, followed by rapeseed/canola oil (14%), sunflower oil 
(7%) as well as PKO (3%). At the same time, PKO has also consistently shown higher consumption 
growth rates as compared to soybean oil, rapeseed oil and sunflower oil. 

As with other commodities, consumption patterns of edible oils and fats are subject to fluctuations in 
market prices, which are determined by supply and demand dynamics as well as external macro 
forces. Additionally, several of the edible oils and fats, such as palm oil and soybean oil, are 
commodities that are traded in global markets, and as such are also influenced by economic 
conditions that affect speculative trading.  

China represents the largest market for edible oils and fats, whereby in 2012 the nation’s 
consumption was registered at approximately 35.3 million MT, thereby accounting for 19% of total 
consumption of edible oils and fats worldwide. Other key consumers in 2012 included the European 
Union (17% of global consumption), India (10% of global consumption), the United States (9% of 
global consumption), Brazil (4% of global consumption), Commonwealth of Independent States (4% 
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of global consumption), Indonesia (4% of global consumption), Malaysia (2% of global consumption), 
Pakistan (2% of global consumption) and Japan (2% of global consumption).  

Global demand for edible oils and fats is expected to grow to 209.7 million MT by 2015, registering a 
CAGR of 4.2% between the years 2000 and 2015. The trend in demand will reflect the trend in 
supply, with palm oil and soybean oil being the most consumed oils over the forecast period. Global 
demand for edible oils and fats over the forecast period will be driven by factors such as the growing 
demand for food, wide range of applications of edible oils and fats, increasing demand from key 
consuming countries in China and India and key consuming regions such as Africa and Middle East, 
and increase in the use of biodiesel. 

 

Edible oils and fats demand market – global market, major oils and major regions 

    

Note: 
Latest available year is 2012 

 

Source: Extracted from the independent market research report prepared by SMITH ZANDER  
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Not only is palm oil now the most consumed edible oil, it is also the fastest growing. Palm oil 
registered the highest growth in consumption during the years 2000 to 2012, increasing from 21.8 
million MT in 2000 to 51.1 million MT in 2012 at an impressive CAGR of 7.4%. PKO recorded the 
second highest growth rate over the same period, with global consumption levels increasing from 2.5 
million MT to 5.7 million MT at a CAGR of 7.1% during the same period. Soybean oil also registered 
positive growth trends, growing at a CAGR of 5.1% over the period, along with rapeseed oil (CAGR of 
4.9%) and sunflower oil (CAGR of 2.8%). In the animal oils/fats segment, butter and lard grew at a 
CAGR of 1.9% and 1.7% respectively during the period between 2000 and 2012. 

While other substitute vegetable oils are available for palm oil and PKO, these two vegetable oils 
remain as the preferred choice among consumers due to their availability in large volumes which 
surpass other vegetable oils such as soybean oil, rapeseed oil, sunflower oil and coconut oil. Palm oil 
and PKO are also cost competitive in comparison to other major vegetable oils. 

 

Palm oil demand market – global market size, major regions and major countries 

 

Note: 
Latest available year is 2012 

 

Source: Extracted from the independent market research report prepared by SMITH ZANDER  
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PKO demand market – global market size, major regions and major countries 

 

Note: 
Latest available year is 2012 

 

Source: Extracted from the independent market research report prepared by SMITH ZANDER 

 

Consumption of soybean oil globally increased from 25.1 million MT in 2000 to 45.4 million MT in 
2012 at a CAGR of 5.1%. Worldwide soybean oil consumption largely followed production, displaying 
a slightly fluctuating but nevertheless increasing trend over the last twenty-year period. Consumption 
declines were witnessed in 2004 and 2009 due to production slowdowns and substitution for 
competing edible oils and fats. Soybean oil is mainly consumed as food and feedstock for biodiesel. 
Major consumers of soybean oil include China, Brazil, United States, Argentina and India. 

Rapeseed oil registered strong worldwide consumption growth in recent years, with consumption 
levels growing from 14.5 million MT in 2000 to 25.6 million MT in 2012 at a CAGR of 4.9%. 
Consumption trends of rapeseed oil also increased in line with production, with minor fluctuations 
caused by lower prices of competing oils such as soybean and palm oil. Canola oil is mainly utilised in 
the food sector due its low saturated fatty acid content, while inedible rapeseed oil is typically used as 
feedstock for biodiesel. The largest consumers of rapeseed/canola oil are the European Union, China, 
India and the United States. 

Worldwide consumption of sunflower oil rose from 9.4 million MT in 2000 to 13.1 million MT in 2012 at 
a CAGR of 2.8%. In addition to its light taste, sunflower oil has high composition of mono- and 
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polyunsaturated fatty acids, rendering it a healthy choice for food consumption and limiting its use for 
biodiesel production. Key importers of sunflower oil include the European Union, India, Turkey and 
Algeria.  

Edible oils and fats demand market – comparative performance of major oils 

 

Note: 
Latest available year is 2012 

 

Source: Extracted from the independent market research report prepared by SMITH ZANDER 

 

2.3. Pricing Analysis and Trends 

The market prices of individual edible oils and fats generally move in line with one another, with 
varying degrees usually as a result of their respective production and consumption patterns. Market 
prices of edible oils and fats are also influenced by the market prices of their comparable edible oils 
and fats due to their similar physical properties and applications, such as in the case of palm oil and 
soybean oil or PKO and coconut oil. 

Market prices of edible oils and fats also largely followed that of crude oil, particularly from 2007 
onwards, due to their use as feedstock in the production of biodiesel and hence serving as a 
substitute for crude oil. For instance, escalating crude oil prices in 2008 also led to sharp increases in 
market prices of edible oils and fats that year, with prices subsequently declining sharply in 2009 
brought about by the economic recession that ensued. It is noted that market prices of lauric oils (i.e. 
PKO and coconut oil) are less tied to market prices of crude oil due to their distinct properties that 
render them less favourable for use as feedstock in biodiesel production. 

In addition to its many uses, palm oil also holds several advantages when compared to other 
vegetable-based edible oils. Most importantly, CPO is now the most cost competitive and lowest-
priced among the vegetable-based edible oils, such as crude soybean oil, rapeseed oil, sunflower oil 
and crude coconut oil. In 2013, the average annual price of CPO was recorded at USD857 per MT, 
the lowest when compared to crude soybean oil at USD1,057 per MT, rapeseed oil at USD1,082 per 
MT, sunflower oil at USD1,124 per MT and crude coconut oil at USD940 per MT. Throughout the 
years 2000 to 2013, CPO has consistently emerged as the most cost competitive vegetable oil. The 
lower CPO price and its wide availability has rendered it a preferred alternative when compared to the 
other vegetable-based edible oils. 
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Edible oils and fats – global price trend 

 
Source: Extracted from the independent market research report prepared by SMITH ZANDER 
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