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ndonesia'sabrupt export ban

on palm oil could disrupt

suppliesand drive up prices,
impacting packaged consumer
goods firms and consumers
alike. On Friday, Indonesia
announced an export ban on
palm oil with elfect from 28
April. The country is the
world’s top palm oil producer.

India imports about § mil-
lion tonnes of palm oil annu-
ally; the commodity accounts
for nearly 10%share in India’s
overall edible oil consumption
basket. Palmoil and its deriva-
tivesare used in producing sev-
eral goods of daily consump-
tion such as soaps, shampoos,
biscuits, and noodles.

Companies and industry
associations flagged near-term
pressure on both supplies and
prices of products, including
packaged foods and edible oils.

“While there are a lot of
unknowns, including the dura-
tionof the ban, input (on palm
oiland itsderivative) pricesare
likely to stay firm

India imports 8 mn tonnes of
palm oil annually. BLOOMBERG

manufacture soaps and other
things. So, it’s going to be very
challenging. Malaysia, the sec-
ondbiggest palmoil exporter, is
facing a production shortfall
due to a pandemic-induced
labourshortage, and isunlikely
to be able to plug the gap. So,
the expectation was that Indo-
nesiansupplieswould take care
ofit, but thisisgoing tobe very
difficult. There are already
issues with sunflower oil,
because of the Ukraine-Russia
situation. Thisisgoingtoadd to
the challenges,” said Mayvank
Shah, senior category head at
Yarle Products.
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ers face earning risks on
demand and margins—IHindu-
stan Unilever Lid (HUL), God-
rej Consumer Products Lid
(GCPL), and packaged foods
have the highest exposure,”
analysts at Jefleries said in a
note on Sunday.

Indian consumer staples
have seen high inflation and
volatility in input prices. “This
developmentwould exacerbate
pressures and become a key
worry for HUL, GCPL, Britan-
nia, Nestle,” the analysis said.

Parle Products Pvt. Lid,
India’s largest biscuit maker,
said the move posesa big chal-
lenge for firmsacrossthe pack-
aged consumergoodsindustry.
“That’s not just for the food
companies, but for FMCG com-
panies at large because there
are many other playersbeyvond
food firms. including those who

remained volatile

amid the Ukraine war.

OnSaturday, Mini reported
that domestic edible oil prices
areset forasurge amid Indone-
sia’s move to ban exports.

Shah said the firm will have
tofigure out the real impact on
prices and how it will mitigate
thesituation. It hasconcluded
aroundof price hikesacrossits
portfolio. On future price hikes,
he said it will waitand watch.

Firms have taken a spate of
price increasesoverthe last sev-
eral quarterstotide overvolatile
commodity prices. key rawand
packaging material prices are
witnessing multi-year highs.
“There will be an impact and
pressure on prices for end con-
sumers. There is clearly a
demand-supply gap, this will
impact prices,”said B.V. Mehta,
executivedirectorat The Solvent
Extractors’ Associationof India.



