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Abstract

The global consumption of Oils & Fats is has grown rapidly over the past decade due 
to rapid economic growth. Large industrialising nations such as China and India have 
driven increased food use, which has led to strong price growth averaging 6.5% per 
annum over the last decade. More recently, the biofuel and oleochemical industries 
have contributed to demand as countries seek to diversify away from dependency on 
fossil fuels. Rabobank considers the growth trends in food & fuel consumption and 
highlights possible strategies in the Oils & Fats industry which will allow players to 
capitalise on strong demand in light of current supply constraints.

Can the Oils and Fats Industry Meet the Demands
of the Global Food and Fuel Supplies

Thomas Lee Bauer
Rabobank International

Email: Thomas.Bauer@rabobank.com



Rabobank International

Can We Meet Global 
Demand for Food & Fuel?

Dedicated to Food & Agribusiness

Rabobank International
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Animal Protein

A Knowledge Leader in Food & 
Agribusiness

Farm Inputs

Grains & Oilseeds

Soft Commodities

Dairy

Fruit, Veg & Flowers

Non-Food

Food

Clean Technology
Beverages
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A Global Food & Agribusiness Bank

• AAA since 1981

• 110-year-old 
Cooperative bank

• Dutch Market 
Leader; All Finanz
services provider 
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A Global Network of Analysts and 
Resources

Dan Cherubin (all sectors)
• Chief Information Officer
• Agriculture policy team

Ken Shwedel (Farm Inputs)
•Covers food and grains markets
•Policy developments in Central America

Andy Duff (Soft Commodities)
• Focused on Latin American agriculture
• Follows developm’ts in Brazil & Argentina

Susan Hansen (Clean Tech)
• Clean Tech team leader
• Expert on Biofuels and EU Policy

S. Venkatraman (Fruits & Veg)
•Works extensively throughout India 
•Food Processing expertise

Brady Sidwell (Animal Protein)
•Focused on North East Asia
•In-depth knowledge on China
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Veiverne Yuen (Grains & Oilseeds)
• Covers both Oilseeds and Clean Technology
• South East Asian food production

Luke Chandler (Grains & Oilseeds
• Grains & Oilseeds team leader
• Monthly commodity market outlook
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Global Client Network
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Asian Client Network

Overview
What’s happening today
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Palm & Soy, Rotterdam (USD/tonne)
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Bloomberg, Rabobank (2008)

Rising Commodity Prices

Pal
m

Soy
+ 220%
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S&P GCSI Sugar Index

1984 1988 1992 1996 2000 2004 2008

Bloomberg, Rabobank (2008)

Volatile Short-Term Price Movements
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Annualised Mean 10%

Return Standard deviation 49%
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Ending Wheat (million Tonnes)
Bloomberg, Rabobank (2008)
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-50% in 8 years

Falling Food Stockpiles
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Ending Soybean (million Bushels)
Bloomberg, Rabobank (2008)
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Falling Food Stockpiles

160
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-70%
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US Wheat Yields (kg / Hectare)
FAO, Rabobank (2008)

1961 1966 1971 1976 1981 1986 1991 1996 2001 2006

Moderating Crop Yield Growth

1,600

2,650

2,830
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Lack of New Arable Land

Sage, EPRI (2008)

Land Suitability for Crops

100%0%
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Various, Rabobank (2008)

Bad Weather

Heavy flooding 
(Soybeans)

Drought
(Soybeans)

Dry weather
(Soybeans)

Drought
(Rapeseed)

Snow & Ice 
(Soybeans) 

Drought / Flooding
(Palm)

Demand & Supply
Short-term imbalances vs. Long-term cyclicity
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how much real demand is there?

Short-Term Imbalances

FoodD1

D2 Feed

D3 Fuel

D4 Frenzy
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D4 Frenzy

Per Capita Food Consumption (kcal/capita/day)

Food

Growing Food Consumption

D1

D2

D3
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Fuel
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Industrialised Developing
Transition World
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World Bank, Rabobank (2008)
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Soybean Crushing Facilities in China

Food

Increased Feed Requirements

D1

D2

D3

Feed

Fuel

1995 5,000 mt/day

200,000 mt/day

200
7

Crushing Facility

China Industrial and Commerce Bureau, Rabobank (2007)

D4 Frenzy
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Projected Bioethanol Demand (million Tonnes)

Food

Biofuels?

D1
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D3
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2006 2012

EU North America South America Asia Australia Rest of World
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D4 Frenzy

Various, Rabobank (2007)



21Rabobank International

Projected Biodiesel Demand (million Tonnes)

Food

Biofuels?
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2006 2012

EU North America South America Asia Australia Rest of World
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30

+ 25 mil mt

D4 Frenzy

Various, Rabobank (2007)
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Food

The Media Machine

D1

D2

D3

Feed

Fuel

D4 Frenzy

“High food prices forcing children into work” RadioAustralia

“Crude palm oil plunges” Business 

Times

“Perfect storm brewing” Sky 
News

“Rice panic” Globe and 
Mail

“A silent tsunami” ABC 

News
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is supply really inadequate?

Short-Term Imbalances

WeatherS1

S2 Land

S3 Yields

S4 Distortions
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El Nino drought areas in Australia

Erratic Weather is still Cyclical

WeatherS1

S2 Land

S3 Yields

S4 Distortions

Australian Bureau of Meteorology (2008)
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Why is South America so much more productive than Africa?

Land is Poorly Managed

WeatherS1

S2 Land

S3 Yields

S4 Distortions
Continental Drift

Sage, EPRI (2008)
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S4 Distortions

Better Farm Management is Needed

WeatherS1

S2 Land

S3 Yields

Planting 
Techniques

Fertilizer

Irrigation

Training

Sustainable Methods

GM
Cold Chain

27Rabobank International

Sudden Changes in Policies Distort Markets

WeatherS1

S2 Land

S3 Yields

S4 Distortions

Mexico:
grains, dairy, sugar 
import tariffs

Bolivia:
grain import duties
maize exports

Argentina:
wheat & corn 

levy
maize exports

Turkey:
grains import tariffs China:

grain levies
flour quotas

South Korea:
grain export tariffs 
oilseed import 

tariffs

Indonesia:
grain import tariffs
soy import tariff

Bangladesh:
grain import 

tariffsIndia:
rice exports
wheat import 

tariffs

Vietnam:
rice exports

Various, Rabobank (2008)

Conclusion
We’ve been here before
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1973 - 1974

Agriculture Commodity Price Explosion
Rapid global population & economic growth1

2 Loose US monetary policy & two Dollar 
devaluations

3 First oil price shock

4 Southern Corn Leaf Blight

5 Widespread crop failures

6 Major importers intervene

7 Underinvestment in 
agriculture

8 Rising global affluence Sound familiar?
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International Monetary Fund, International Financial Statistics (2007)

Long-Term Price Cycles

Grains Complex (Base 100 from 1992)
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In Conclusion
1 Business cycles drive demand and supply

2 Demand responds to high prices by finding cheap substitutes

3 High prices encourage increased supply through improved farm 
management, land expansion and investment in technology

4 Markets overreact in the short term, then revert to mean levels

5 Cyclical weather patterns (El Nino, La Nina) influence supply
YES: Demand & Supply will adjust to reasonable 

levels
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So, What Should Businesses Be Doing?

Consolidate upstream1

Primary 
Processing

Downstream 
processingFarm Retail

Trading

Logistics Distribution

Marketing, Technical Solutions & Services
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Strengthen access to supplies2

So, What Should Businesses Be Doing?

Primary 
Processing

Downstream 
processingFarm Retail

Trading

Logistics Distribution

Marketing, Technical Solutions & Services
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Consolidate downstream3

So, What Should Businesses Be Doing?

Primary 
Processing

Downstream 
processingFarm Retail

Trading

Logistics Distribution

Marketing, Technical Solutions & Services
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Supply chain management4

So, What Should Businesses Be Doing?

Primary 
Processing

Downstream 
processingFarm Retail

Trading

Logistics Distribution

Marketing, Technical Solutions & Services

36Rabobank International

Vertically integrate5

So, What Should Businesses Be Doing?

Primary 
Processing

Downstream 
processingFarm Retail

Trading

Logistics Distribution

Marketing, Technical Solutions & Services
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Greed

Hope Fear

HEDGING PROPERLY IS VITAL

38Rabobank International38

THANK YOU!
Food & Agribusiness Research and Advisory
Thomas Bauer
Head, Asia
t: +65 6230 6741
e: thomas.bauer@rabobank.com

Veiverne Yuen
Assistant Manager
t: +65 6230 6755
e: veiverne.yuen@rabobank.com

Wei Siang Chan
Analyst
t: +65 6230 6742The information contained in this presentation is based on sources which Rabobank considers reliable and which are regularly updated. However, Rabobank 
assumes no liability or guarantee for the accuracy, completeness and current validity of the information. Opinions or recommendations reflect the views of the 
relevant author and do not necessarily represent the opinion of Rabobank or its associated companies. They may be amended at any time without prior notice. 
The information should not be understood as an offer or recommendation for any and/or certain investment products. This applies even in the event of individual 
issuers or securities being mentioned. Such information cannot serve as a substitute for objective advice based on the individual situation of the investor. The 
information contained in this presentation must not be amended, reproduced or communicated to third parties in any way without the prior express permission of 
R a b o b a n k  I n t e r n a t i o n a l  S i n g a p o r e  B r a n c h .
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