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Malaysia palm oil market size was valued at USD 18.1 billion in 2022, which is expected
to grow to USD 28.2 billion in 2030 with a CAGR of 5.7% during the forecast period,
between 2023 and 2030. Malaysian palm oil industry relies on the versatile and cost-
effective nature of palm oil which positions it as a staple in global edible oil consumption
both at home and in importing countries. The demand for palm oil is further reinforced
by its widespread utilization in cooking, food processing, and various applications which
serves as the driving force behind Malaysia's export-oriented palm oil sector.
Furthermore, the Malaysia government initiatives are dedicated for the incorporation of
biofuels derived from palm oil that has introduced an additional layer of significance to
this sector. In a collaborative pursuit of reducing reliance on fossil fuels and mitigating
carbon emissions, the viability of palm oil as a renewable energy source has captured
the focused interest of policymakers and various industrial sectors in the country.

The trajectory of the nation's palm oil sector is molded by a symphony of external forces
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including considerations of sustainability, technological progress, weather
dynamics, and evolving dietary preferences since Malaysia is one of the largest
exporters of palm oil.

Increasing Investment on Biofuels

The significance of employing palm oil for biodiesel production in Malaysia has grown
significantly, particularly as the nation strives to diminish its reliance on conventional
fossil fuels and address environmental considerations. Policies specifically tailored to
biofuel mandates and incentives greatly impact the demand for palm oil, particularly in
aviation fuel production as the aviation industry seeks to integrate sustainable
alternatives.

For instance, in August 2023, Malaysia's Palm Oil Board and the state oil company
Petronas (IPO-PETO.KL) entered into a collaborative agreement aimed at investigating
the utilization of recycled cooking oil and byproducts from palm oil processing as viable
sources for sustainable aviation fuel. This memorandum of understanding (MoU)
signifies their joint commitment to exploring the feasibility of leveraging palm-related
resources like used cooking oil and palm oil mill waste, such as effluent, as primary
inputs for domestic bio-refineries. Rising development of integration of palm oil into
biofuel will increase the demand for palm oil in Malaysian market.

Strong Export Market to Create Extensive Demand

The growing worldwide appetite for palm oil stemming from its multifaceted utility,
economical attributes, prevalence in cooking, and food manufacturing constitutes a
driving factor behind Malaysia's export-oriented palm oil industry. Positioned as a
prominent global palm oil exporter, Malaysia's economic fortunes within this sector are
closely interwoven with the flows of international trade policies, tariff structures, and
agreements each of which wields a notable impact on the nation's palm oil export
dynamics.

For instance, the export volume of palm oil and its derived products from Malaysia
during 2022 exhibited a 2.8% increase reaching 11.47 million metric tonnes (MT) as
compared to 11.15 million MT in the same period of the preceding year. As the demand
for palm oil in importing markets are likely to improve, so does the demand for palm oll
in Malaysia.

Impact of COVID-19
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The COVID-19 pandemic significantly affected the demand for vegetable oils,
particularly palm oil. Countries including Malaysia enforced lockdowns, leading to the
closure of businesses such as those in transportation and the food industry, weakening
the demand for palm oil globally. The Malaysian palm oil sector which heavily relies on
manual labor, experienced substantial repercussions due to the complete lockdown.
Workers related issues such as labor shortages had a notable impact on palm oll
production in Malaysia. The production level got hit by the pandemic and the cost of
crude palm oil increased, however the weak export demand helped to keep the price in
check in Malaysia.

Impact of Russia-Ukraine War

The ongoing conflict between Russia and Ukraine did not immediately affect the
Malaysia palm oil market. However, as Ukraine holds a prominent position as a major
exporter of sunflower oil, so the conflict disrupted its oil supply chain. Consequently, this
disruption led to an increased demand for substitute oils like palm oil, particularly at the
outset of the conflict. This conflict has put pressure on the Malaysian palm oll
manufacturers as global demand for vegetable oil increased due to the shortage of
sunflower oil which further tightened the situation of Malaysian palm oil manufacturers.

Key Players Landscape and Outlook

The key players in Malaysia palm oil market are strategically expanding their
operational scope to diversify their downstream product portfolios and broaden their
market reach. These efforts align with the overarching goal of extending their offerings
beyond the core palm oil segment, bolstering their market positioning and diversifying
revenue streams. By methodically extending their operations, these manufacturers are
aiming to capitalize on synergistic opportunities, harness economies of scale, and
optimize operational efficiencies across a more extensive range of products and
markets.

For instance, in November 2022, Sime Darby Oils (SDO) unveiled plans to establish a
state-of-the-art specialty oils and fats refinery within the Sei Mangkei Special Economic
Zone, in North Sumatera's Simalungun Region. The upcoming refinery is slated to
occupy a sprawling 16-hectare plot and is projected to boast an impressive annual
production capacity exceeding 450,000 metric tons. This capacity will encompass a
diverse range of palm and lauric-based products.
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The Malaysian palm oil market's prospects are buoyed by its versatile applications in
cooking and food processing, driving sustained demand of Malaysia palm oil market.
Notably, governmental endeavors endorsing palm oil-based biofuels resonate with
sustainability goals, infusing further importance. Nonetheless, the sector grapples with
sustainability issues, fluctuating weather conditions, shifting consumer preferences, and
competition from alternative oils. Skillfully navigating these intricacies will be pivotal to
ensure the industry's robust growth and resilience within the global marketplace in the
forecast period.
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