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Ef fects of Indian inport duty rise 'mnor'

By ZAI DI | SHAM | SMAI L

THE favourable | ong-termoutl ook of palmoil is expected to neutralise
t he bearish i nfl uence energing fromlindia's nove to raise inport duty on
refined palmoil, traders said.

India, the world' s biggest consumer of edible oils at 10 mllion tonnes
a year, on Thursday raised its inport duty on refined palmoil to 75 per
cent from70 per cent.

I ndi a, however, maintained inport duty on crude palmoil (CPO at 65
per cent. Its Finance M nister, P. Chidanbaram nade the announcenent
during a recent federal budget speech

Mal aysi an Pal mQ | Associ ation chi ef executive MR Chandran said any
downward pressure on prices as a result of that will be short-termand
m nor .

"India's action inincreasing inport duty on refined palmoil was
expect ed since the new Government won the el ection on the mass rural
support.

"However, a host of bullish fundanental s shoul d exert consi derabl e
upward pressure on prices in the com ng nonths and the current volatility
inthe market is only tenporary," Chandran told Business Tines in Kual a
Lunmpur yest er day.

"Among the positive factors are China's unwaveri ng demand for edible
oils, lowdonestic inventories of edible oils, w dening use of pal moi
inthe European Union (EU) and i nprovi ng demand fromthe US due to health
reasons, " he added.

On Bursa Mal aysi a Derivatives Bhd yesterday, CPOprices reacted
slightly with spot nonth July easing 0.4 per cent, or RVb, to settle at
RML, 479 a tonne.

Chandran expects China's demand to remai n stabl e despite expectations
of its econony heading for a rough | andi ng.

India' s per capita consunption of oils and fats is around 5kg | ess than
China and 9kg Il ess than the worl d's average of 20kg.

"Indian traders are likely to begin heavy inports of palmoil in the
next three to four nonths, especially with the festival seasons around
the corner, despite higher domestic production expectations."

Chandran said there is also a wi dening use of palmoil in the EU given
its concerns on genetically-nodified soya and corn, and sw tchi ng of

tall ows to vegetable oils in industrial manufacturing. "There is al so an
i mprovi ng demand fromthe US due to its search for trans-free fats in
view of the coming into force of food | abelling by 2006."

Indiain the past had given its undertaking to reviewthe high duties
it had i nposed on inports of the commbdity with a view of not to burden
Mal aysi a. This pl edge was made by its fornmer Prime M nister Atal Bihari
Vaj payee during bilateral talks with Malaysia's forner Prime M nister Tun
Dr Mahat hir Mhamad i n Kual a Lumpur in May 2001

India inposed its heaviest-ever inport duty of 75 per cent on CPO and
85 per cent on refined palmoil in February 2001 to steminports and
protect the local industry.

This conpares with 45 per cent on rival soyabean oil.
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