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THE LONG TERM CAUSES FOR THE DECLINE
IN THE PRICES OF COCONUT OIL

1. Price developmcnu of oils and fats after the second world war have showa striking resemblance
to the price trends in the corresponding period after the first world war, In both periods, there has occurred
o narrowing of the price spread between various vegetable oils and a general downward movement,
In the period after the second world war, these phenomena have been commenced by competition not
only within the oil group itself, but also by eompetmve pressurc of substitutes for oils. In recent times,
-the supply of vegetable oil has been adequate. although occasional damage to crops created temporary
shortages. As most of the oils are mcrcasmgly subsumtablc for coconut oil in food uses and as the deve-
lopment of synthetic detergents otfers mcn:asmg competitions to soap, there is a ceiling on possible
pricc increases. If the coconut oil is to maintain and to, ‘expand the present position on the world market.
it has to retain or improve tho competitive’ posmon uader the present conditions. Most oils, particularly
edible and vegetable oils are interchangeablo in: the manufacture of a great many end — products due to
amnm.ung improvements in processing aud m reﬁmng techniques. Thus the competitive relation between
coconut oil and other oils have lncre_ased. Tn' udgtpon. the devctopmem of synthetic. products have

e

: n:su]tad in increasing compctmo? betwegr} 9 :J_Pased and symhetn: products. .
2. The successful introduction of synthcuc dctergcnts into the soap market was panly due to the
post-war shortage of ods and fats. Thcyaam also chcapcr than soap. The increasing use of washing
" machines have also supported the synthetic. detergmt products. It has been said that the last remaining
803p strong-hold is in the manufacture of_toilet soap bars. During the last few years, delergem toilet

_bamtnohaveappcamdonthemarkethestanpmdmts
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A “The consumption of butter, whed sthe”price spread between butter and margarine
becomes narrow. as it happened m’Bntnm’in'l959 *From 1919—1939, the average price for butter in
Burope was approximately twice the margar{ne pnee“ In’ 1952 and 1953 the ratio was 3 I and since
1954 about2.5: 1. RO :

—, A As income rises and the pmpr%gngofrmm populauon expands, consumption of food fats
sitch as meat and dairy preducts excluding butter. m::masu;, wh:lc consumption of fisible fats stagnates,
‘Lo eddition, the consumption of bread deéréasés résulting in' the ‘contraction of bread spreads. In U.S.A.
the utilisation of coconut oil for food uses' bas dechned 20 per cent from 1924/38 to 1953/57, while the
utihsauon ofsoya bean oil has increased by900 pcr’c:nt R
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51 The consumption of margarinc mi ope, has shown a compardtively up-swing in the post-
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. warpcnod From 1950—1957 consumpuonhas nsen at anannual rate of 45 percent. In 1957, consumption
declined at the rate of increase since 1952 except 1956 whv:h has been dccclanaung as shownbelow:
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*This article was submitted by the Director of Commerce. :
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Consumption of Margarine and Batter (thousind metric tons, product weight)

i . 1 . . ol
Percentage Percentqge 1
Margarine change Buuter change T
- : : [
1938 ... _ 102 : 1,569 S
1950 .. i 301 +27 1,402 =1l .
1952 - £,585 -+ R 1,301 ~— T
1954 .. LT + 8 1,433 +10
1955 1,829 ! + 7 1,514 + 6
1957 .. 1,778 ) -3 1,626 + 7 "
‘Saitrce: LB.R.D.

The future demand for margarum will ,depend on —

(a) the responsc of combmed consumpuon of butter and margarine to rising incomes; anc
(b) the hkcly rclanonshxp between the price of butter and margarine. 2 '

The consumption ‘of mdrgarine is likcly 0 increase at an annual rate of around 2.5 per cent until 196.
according to a study made by the LB.R.D. This is higher than the rate of increase in 1938-—1957, buj
lower than in 195057,

6. Since the war the quality of mnrgarme has improved great!y duc to skilful blending and tc
fortifying with vitamins resulting in thc nutritiona} valuc of margarine being as high as that of butter,
while the price has continued to be lower for margarine than for butter. ln general, consumers in Westerr'
countrics have become accustomed to marganne This position is likely to continue so long as the pricx
"of marganne remains oompetmve‘m rc!auon to-the price of butter. '

7. Dunng World War 11, Jap:m gamcd control of 40 per cent of the vegetable oil production in the
‘Far East. As a result, U.S.A. increased her producuon of vegetable oils mainly soya bean and cottor |
seed oil to ill the gap. In'the immediate post-war years, production in U.S.A. was stimulated by th 1,
Marshall aid programme in Europe where one of the most sericus post-war shortage was that of oil:
and fats. In Africa too, producuon increased since U.K., Belgium and France turned to their colonies at
sources of vegetable oils. = o

8. US.A. and China accou.nt for 93 per cent of the world output of soya bean. As these twc
countries belong to the two nval po]mcal blocks of the world, both countries appear to be compcung
'with each other in capturing thc markcts for sofa bean, - Vo

9. Copra production has ns:n at-an annual rate of 2 per cent from 1948/52 to 1954/58. Copra
may continue to increase at about 3 pcr cent accordmg to an estimate of the [.B.R.D. Although coconu[;
oil has suffered severe compcnuon ini soap’ manufacture from synthetic detergents, their total demand |

did not contract until 1958 as coconut ‘0il'is considered to be an excellent oil for margarine manufacture’ !
DR L
However, it has to compete now thh thc other edibie oils in the European margarmc market}

In these circumstances, price has bwome ths most important factor.

. 10. From 1948/52 — 1954]s8, Plnlippme rate of expansion of copra and oil (oil equivalent) expo
‘has been more than double the world rate of 2 per cent, resulting in the Philippine share of the market
increasing from 32 pet cent pre-war to 54 per ceqt.
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11. In the post-war period there was a shift to larger exports of oil in relation to the seed in the
case of vegetable oits, except coconut ofl. Copra's share of world coconut oil exports has been maintained
at 75 per cent due to Philippines continuing o ship the bulk of their exports in the form of copra. At

. present nbout 45 per cent of the world vegetabie oil exports are in the form of oil compared with 26 per
cent before the war, Countries in Western Europe prefer to import copra, in order to help their milling
industry. It is for this reason that no import duty is levied on the imports of copra or any other oil seeds,

* whilest duty is levied on the imports of oils;-Both U.S.A. and China export a major portion of their
exports of soya bean in the form of beans and nof oil. '

12, Although Western Europe is the leading world market for oils and fats, their share of the
market has been contracting otwithstanding the slightly rising trend in their volume of impors. lmports
into the U.S.A. have declined from 15 per ceat pre-war to 6 per cent, resulting in their absolute volume of
imports of vegetable oils being about one-half of the 1.B.R.D., imports to Western Europe is likely 1o
risc slightly less than 2 per cent yearly, compared with 3.5 per cent from 1950—1952—1957.

13. Within' the . Commion Market',_'oompcti'ti'o:,i between the various vegewble oils is likely to
intensify as the estimated annuat rate of growth in consumption of these oils over the next ten years is
expected to declarnte. _

14. According to the LB.R.D. the increase in demand for a rising world population can be met

_only by soya bean, cotton seed and grou_ndhul oil, as their production can be expanded quickly. Hence,
_ the short term outlook for coconut o is f T continued low prices.

bl

_ - IMMEDIATE CAUSES
S ey el R

I. European vegctabln“o_ib mu\mdn adjusiments in: their production processes 1o enable them to
handle U.S. soya bean oil in lnrge quastitiey when the prices of cocoput oil advanced steadily during
1958-1959. As a result of this, the traditional cansuner, preference for coconut il appears to have been
reduced in Western Europe. The soya bean oil price at that time was low enough 1o overcome the trade

ties and preferences which the African and Far Eastern supplicrs had on the European market,

2. World net export supplics of oils for shipment in 1961 are estimated at 8,550,000 metric tos,
oil basis compared with actual world net exports of 8,193,000 in 1960. The increase is 357,000 tons or
- 4.4 per ceot. N T ‘

3. In 1961 o sharp drop In exports of soys bean and groundnut from China and palm oil frem
Congo did not helpy coconut il prices to reroain high. This is due to the fact that net import requirements

_of four important West European couitiries (U.K., West Germany, Italy and Spain) in 1961 are likely to
be down by 349,000 tons from the actual neyimports of 1960. This decline probably is sufficient to offset
" the reduction in’ Chinese exports. .. -&.4' < iy <0 :

. - B v d
Ry 4, ‘World batter mitpdtiinamédr

* "tons in 1961, Heavy stocks have been‘built up’in Western Europe. The effects of this on margarine
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- consumption is expected to become apparent’in‘ 1961.

§o.07 5 Importsof oils and oil seeds into Westerri Europe in 1960 were heavy compm’ed to 1959.

6. Although world net cxpﬁﬂaui:ﬂlég 3!%6;5& and coconut oil in 1960 were about 200,000 tons
* oit equivalent below 1956-1957 average, the coconut ol prices in December 1960 fell to 24.9 U'S. cents

.. per kilo compared with' 25.9 cents in 1957: This-was due to the sharp increase in the supply of other

-« competitive oils. Output of edible oils rosa by 844,000 tons in 1960. ’ -
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187,000 fons in 1960 and is expected to be up about 100,000
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+ In late 1959 after & two year period of drought.

7. In the past three years, manufacturers of margarine particularly in Western Europe have'pe
accustomed to using soft oils, particularly soya bean and a price discount from 1957 leyel is
fecessary to induce manufacturers to switch back to using more coconut oil, .

8. The low prices of s0ya bean in 1959 and 1960 induced the record imports by Wcstu?'
and Japan, . o ;
. 9. In 1960, the world trads in copra and coconut oil increased sharply as production in P
recovered from the depressed levei of 1957/58. *

10. In London the prices of Ceyton doconut ail fell from £140 per ton in January 1960
December, 1960. In 1961, the prices droppéd from £96 in January o £95 in the first week of A
decline in prices refiected ir] ‘the continuation of the recovery in Philippine copra production that

B

1960 o e 18 0 decline in' Westers, Europe.in’ margarine consumption since the fourth o
1960 due to the increase of the mpply,nndconsmnpnon of butter. It is estimated that the
production in lmmwas,mtdo‘d’:drﬁiminumrm 1959s 187,

tans, The /000 tons or 5 per cent, M
production in 1960 was up by 126,000 toris o by 3.6 pez cent to 3,631,000 tons. The reason fo
Increased consumption of margartss e inérease in the production of butter in 1960
the adjustment of butter consumption wu

margartne in order to roduce the spattering whidused for fryi
would have contributed to a reduction' in'thé consumption of margarine.
TR FAPRE 1 : :
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COPR:\“AND COCONUT OIL {
L. Acmrdmg to a study made by the F.A.O. o 10 per cent increase in the supplies of copra, noir
lmdstoa'?puecmmdncﬁonind;eprieeorm 5.
. - N : T
2. Production of capra has is at'2 per cent annually, Yearly variations have been

11 per cent increase to an 8 per cent decline. In 1953, production was 8 per cent below 1957 due &

weather. : : -

3. The acreage in Philippincs increased by 0 per cent between 1938 and 1955,

4. Exports of copra and coconut oil in 1960 were up by 179,000 tons to 1,116,000 tons ’
1961 world net export availabilities are expecied to increase to 1,250,000 tons. .

5. According to the F.A.O., the world copra production in 1960 rose to 2 million tons in ojl G |
lent compared with 1.8 million tons iné!.”‘_ﬁrmid 195% and 2.2 million tons in 1957.

6 The Pﬁilippine’g copra shspmmu in 1960 were up by 40 per cent. Their total exports
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in 1959 to thess countries were 319,048 ‘Exiop *’289,281 t67U:S.A, and 49,532 tons to other countries.

\2 Tew b

Expons of copra and coconut 011 fromf thl:ppm (od ‘equivalent) since 1956 have been as follows:—

¢ . 1956 .. .. 705,174
1957 . .. 689,021
1958 . .. 546,745
1959 .. S 392219
1960 ... 574330

7. The present development seems tg‘l.end towards price relationships prevailing in 1957 i.e. rels-
tively high pncm for most soft oils, while palm oil prices are likely to remain on the present low level.
The situation in Congo remains a potcntml threat to palm oil supplies, since Congo contributes about
30 per cent of the total worid supply o!' palm oil cxports of 560, 000 tons. -

OTHER POINTS REGARDING OILS AND FATS

1. The rate of increase in world consumption in oils and fats by mld 1960 is estimated to be at
an annual rate of 3 per cent..

v
+

2. A repid increase in consumphon of oils and fats in low income areas and a stagnation or a
-decline ‘in the per capna comumpuon m the higher income countries are likely to take place.

3. In the Sovict B]ock countriu them is 8’ nsmg trend in consumption of oils and fats since the
~ present level of oonsumphon is still fauly low (it is but’ half the Jével in -West European countrics).
Their climate too is conduicive’) to a hngh fat dret. The mnmated consumption of fats and oils in these
countries in 1965 is 11 -5 n'ulhon tons, [compamd with 7.4 mllllDl’l tons in 1955-57. According to the
LB.R.D,, the world oonsumpuon in 1965 roay reach 38 million tons ‘compared with 28 mitlion tons in
1957-58. The world producuon of edzblc oiJs.increases at an annual rate of 3.5 per cent. The world
_-vegetable oil exports have grown'at 6 per cent per year from 1948-1952 to 1954-1958. Within this, edible
. oils have increased by 12 per cent for, the same pcnod. Palm oil too has increased at 1.7 per cent,

4. The possibility of a gcnr.ml downward mowmcnt dcpends on two factors:—

() How far the-prices.can’ declme bcforc the producers.commence to shift to another crop.
. Inssumatcdthatpmeofeopmcangodownto.‘:wpertonc;f European ports.

(ii) Future producuon pohcy m U.S A. for oils and fats. The demand for soya bean meal 1s
firm and this has cnabled the cmshzrs to scll their oil at low prices. European countries too
prefertounponmdsmhqthnnoﬂduewthemcwmmdcmandforthermn]

Froma feeding stuffs pomt of vww,!soya bm.n cake is the most ‘viluable cause which has’the highest
protein content relative to other oil seeds. It is followed by groundnuts From an oil pomt of view, copra
is the most valuabe. : r

'

" Protein " Y

. Soyabean 0% - — . i5%
Ground-nut ‘45% - — - 42%
‘Copra 18.209% —_ 633 3
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% “AVERAGE ANNUAL PRICES

o~

1909 3913, 1921 — 1938 arid 1948 — 1956
b .

‘ﬁxedp_ricw.

¢ 1k Soya bean oL _ .
Groundnut Lol (UK Corton seed Coconut oil
. oil (UK) {Manchurian) oil (US) (Seychelles)
C Em-opc New York London
"US Doriars PEr Metiic Ton
1909 — — 131 125
1910 — — 179. 169
o — 137 139 155
1912 121 138 184
913 — . a6 . 160 . 214
1921 161 138 173 191
1922 193.. . 162 28 17i
1923 206 7s - 247 199
1924 215 186 . 241 210
1925 227 195 237 226
1926 210 . 476 260. 212 .
19272100 ¢ ™ g 23 . 207
1928 189 163 218 193
1929 168 N 214 - 164
1930 149 e 180 140 -
1931 121 80 136 104
192 n1 - igse 84 84
1933 98 T gyl 99 75
1934 100 - 69 144 " 67
1935 158 3. 102 231 98
1936 154 AL 216 e -
1937 183 o ne, 200 124
1938 105 88 174 .78
1948 436t gpgen, 595 - 4211
1949 39200 i ppm 306 .. 384
1950 3030 " T agper . 397 T 2821
1951 32m is3 - 458 138
1952 358 . 3551 . 331 260
1953 38 376 357 340
1954 389 k7] 344 - 306
1955 301 300 320 260
1956 379 s7 348 262




PRICES OF SELECTED VEGETABLE OILS

* (Prices In U.S. cent per kilo c.i.l. European pory,

Ground- 50)'0‘ Cution

Period nut oil bean oit seed oil
1957 36.0 Jo0.6 M5
1958 27.6 _— -
1959 Jan./Mar. 28.1 24.1 26.0
Aprilflune 2.9 24.2 —_
JulyfSept. 29.4 22.4 24.6

_ October 28.9 2.1 24.0
November 28.7 20.8 22.4
December 30.0 20.3 22
1959 30.0 3.0 24.5
1960 Jan. 3.4 20.2 23.1
Feb. 341 19.7 - 228
March 33.0 19.7 22.7
April 33.3 20.2 ) 23.8
May 33.5 20.5 23.9
June 33.4 ' 21.4 23.9

July - KX 2.9 24.2.
" August £ I S T -
September 2.2 22.7 2.5
October 30.9 3.6 . T one
November 30.1 25.4 25.1
December 30.1 5.4 25.1
1960 32.7 2.1 23.6
1961 January - 2.0 27.4 271
22nd Feb. 34.6 29.3 ©o9.8

I
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