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Sector Overview 
The Commodities Sector in our Singapore coverage 
consists of plantation and trading companies. 
  
 CPO inventory expected to ease from record high  
 Upstream planters offered mixed bag of results 
 Upgraded Wilmar to Accumulate 
 
CPO inventory expected to ease from record high 
CPO prices have fallen c.20% since early September, as 
Malaysia’s stockpile of palm oil hit a record high of 2.5mil 
tonnes. Historically, CPO production peaks in Oct, and we 
expect inventory level to start coming down in the months 
ahead. CPO is currently trading at US$342/MT discount to 
soybean oil, which is way above its historical long-term 
average of US$189/MT. We believe that the supply 
tightness in other vegetable oils, coupled with the low 
production season, should provide support to CPO price at 
least till the first half of 2013.  
 
Upstream planters offered mixed bag of results 
Upstream plantation companies had offered a mixed bag of 
3Q results. Golden Agri’s 3Q core net profit dropped 23% 
YoY, on weaker selling prices, higher inventory, and losses 
from its China operations. We were surprised by the 
US$20m losses for its China agribusiness, which were 
related to higher soybean costs. However, with soybean 
prices fallen c.19% since early Sep, this should translate to 
lower feedstock costs and better margins coming 4Q. Its 
CPO production growth, on the other hand, was 24% higher 
QoQ, hitting a record high of 647k tonnes. We expect 4Q 
production figure to be even stronger.  
 
Upgraded Wilmar to Accumulate 
For commodity trading companies, Noble Group reported 
lower 3Q earnings due to weak agriculture performance, 
while Olam’s 1Q earnings improved on stronger volumes. 
Wilmar’s 3Q results were in-line with our expectations, 
recording better qoq performance. We upgraded Wilmar to 
Accumulate on improving crushing margins. In particular, 
earnings from Oilseeds & Grains bounced back from losses 
in 3Q, reversing its 2Q loss, reducing its total 9M12 loss for 
the segment to US$32m. Hence we see potential upside for 
its earnings in this segment coming 4Q. Overall, we are 
positive in the long-term fundamental of the company. 
 
 

  
 
 
Commodities Sector 

Company Rating Price 
(S$) 

TP 
(S$) 

Upside 
(%) 

M Cap 
(US$’mn) 

Golden Agri Accumulate 0.66 0.68 +3.0 6,938 
Wilmar Accumulate 3.19 3.47 +8.8 16,707 
Source: Company, Phillip Securities Research 
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Malaysia’s inventory hitting record high 
According to MPOB, Malaysia’s CPO inventory for Oct 2012 
continued to increase for the forth consecutive month by 1% 
MoM and 18% YoY, hitting a record high of 2.509 mil tons. 
The high inventory level is mainly due to weaker demand 
from China; exports to China for the first ten months 
decreased by 21% YoY. That said, inventory growth seems 
to have slowed down due to a 16% MoM rise in export 
(despite down 5% YoY) of 1.758 mil tons. As production 
peaked in Oct, we expect inventory level to start coming 
down in the months ahead. 
 
Fig 1. Malaysia monthly CPO inventory level (’000 MT) 
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Fig 2. Monthly CPO prices (US$/MT) 
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Lower Malaysia production offset by Indonesia 
CPO production in Malaysia from Jan to Oct 2012 fell 4% 
YoY. Malaysia’s Oct CPO production fell slightly by 3% MoM, 
despite a 2% YoY increase. We expect production in 
Malaysia to fall in Nov as we enter the low production 
season. Furthermore, with just two months left for 2012, we 
do not expect CPO production in Malaysia to match that of 
previous year. On the other hand, we continue to see YTD 
CPO production growth in Indonesia as shown in figure 4. 
The stronger production figure in Indonesia is primarily due 
to better age profile and increased in matured planted areas. 
 
Fig 3. Malaysia monthly CPO production trends (’000 MT) 
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Fig 4. Indonesia planters’ CPO production (’000 MT) 
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Strong palm oil output to support global vegetable oils 
supply tightness 
Based on USDA projections in Nov 2012, we estimate that 
the stock/usage ratio of global vegetable oils (including palm, 
rapeseed, soybean and sunflowerseed) in 2012/13 is 9.8% 
(vs 11.3% in 2011/12). Albeit the lower stock/usage ratio 
indicates supply tightness for global vegetable oils (in 
particular for soybean, rapeseed and sunflowerseed oil), it is 
still slightly higher than the 2010/11 ratio of 9.7%. We think 
this issue is alleviated due to the higher palm oil production 
output. CPO is currently trading at US$342/MT discount to 
soybean oil, which is way above its historical long-term 
average of US$189/MT. We believe that the supply 
tightness in other vegetable oils, coupled with the low 
production season, should provide support to CPO price at 
least till the first half of 2013. 
 
Fig 5. Global vegetable and soybean oils usage ratio 
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Fig 6. CPO to soybean oil price discount (US$/MT) 
Average discount = –US$189/MT 
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Weather concerns in South America 
There are concerns that heavy rain in Argentina and dry 
condition in Brazil will result in planting delays of soybean 
crops. According to Buenos Aires Cereals Exchange, 37% 
of soybean crop was planted in Argentina (vs. 47% in 2011, 
as of 22nd Nov). And according to Celeres, Brazil has sown 
74% of its soybeans (vs. 81% in 2011, as of 26th Nov). If the 
weather conditions continue to be unfavorable, this in turn 
will affect new soybean supply in 2013, keeping consumers 
relying on the declining US stocks for longer. Hence, this 
provides potential upside for CPO prices. 
 
Upgrade Wilmar; Maintain Golden Agri 
We maintain Accumulate ratings for Golden Agri. Despite 
the weak 3Q12 results and CPO prices, we still like the 
stock given its high liquid proxy for CPO prices. Any 
recovery in CPO prices (particularly in 1Q13) will benefit 
upstream planters, and Golden Agri is in a very good 
position to gain from any upside risk in CPO prices.  
 
Wilmar’s Oilseeds & Grains segment bounced back from 
losses in 3Q, due to more timely purchases of raw materials. 
We expect 4Q margins to remain positive and earnings from 
this segment to breakeven for FY12. This should drive 2H12 
earnings recovery. It is currently trading at 1.21x P/B, which 
is between 1.5 and 20 SD below its long-term average. 
Wilmar’s long-term business model remains intact. We 
upgraded our call to Accumulate. 
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Fig 7. Singapore commodities sector valuation table 

  Price M Cap ADTV P/E (x) P/B (x) ROE (%) 
Div yield 

(%) 
 Rating 31-Aug (US$mn) (US$mn) 2012E 2013E 2012E 2013E 2012E 2013E 2012E 

Wilmar Accumulate 3.19 16,707 29.9 15.2 12.4 1.2 1.1 7.9 9.1 1.6 
Noble Not Rated 1.09 5,767 42.7 11.4 8.8 1.1 1.0 10.2 11.8 2.3 
Olam Not Rated 1.58 3,083 25.5 11.0 9.5 1.2 1.1 13.1 11.8 2.5 
Singapore trading companies average  12.5 10.2 1.2 1.1 10.4 10.9 2.1 
Golden Agri Accumulate 0.66 6,938 38.9 13.5 11.0 0.8 0.7 6.0 6.8 1.9 
Indofood Agri Not Rated 1.27 1,492 2.9 11.3 9.0 1.0 0.9 8.6 10.2 0.9 
First Resources Not Rated 2.13 2,763 3.1 13.5 11.5 2.5 2.2 19.7 19.2 1.8 
Singapore plantation companies average  12.8 10.5 1.4 1.3 11.4 12.1 1.5 
Singapore average   12.6 10.4 1.3 1.2 10.9 11.5 1.8 
Source: Bloomberg, Phillip Securities Research         
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Fig 8. Major Vegetable Oils: World Supply and Distribution (Nov 2012 estimate) 

         2008/09 2009/10 2010/11 2011/12 
Nov 
2012/13 

Production         
    Oil Coconut 3.54 3.63 3.83 3.56 3.52 
    Oil Cottonseed 4.75 4.6 4.97 5.27 5.17 
    Oil Olive 2.78 3.05 3.25 3.31 2.94 
    Oil Palm 44.02 45.87 47.92 50.7 53.33 
    Oil Palm Kernel 5.17 5.5 5.56 5.9 6.25 
    Oil Peanut 5.08 4.74 5.1 5.26 5.18 
    Oil Rapeseed 20.61 22.53 23.69 24.31 23.49 
    Oil Soybean 35.9 38.82 41.31 42.4 43.07 
    Oil Sunflowerseed 11.95 12.12 12.22 15.06 13.26 
             
  Total 133.79 140.84 147.85 155.77 156.22 
            
Imports           
    Oil Coconut 1.66 2.29 1.78 1.87 1.84 
    Oil Cottonseed 0.06 0.07 0.05 0.07 0.06 
    Oil Olive 0.57 0.54 0.57 0.6 0.65 
    Oil Palm 34.06 35.32 35.88 37.87 39.91 
    Oil Palm Kernel 2.35 2.4 2.42 2.57 2.71 
    Oil Peanut 0.14 0.19 0.2 0.17 0.19 
    Oil Rapeseed 2.43 2.91 3.3 3.9 3.61 
    Oil Soybean 9.07 8.62 9.24 8.28 8.28 
    Oil Sunflowerseed 4.01 3.71 3.61 5.43 5.38 
             
  Total 54.35 56.04 57.05 60.76 62.63 
            
Exports           
    Oil Coconut 1.48 2.17 1.71 1.71 1.7 
    Oil Cottonseed 0.16 0.11 0.14 0.2 0.13 
    Oil Olive 0.65 0.7 0.78 0.77 0.77 
    Oil Palm 34.93 35.75 36.76 38.45 40.71 
    Oil Palm Kernel 2.61 2.62 2.81 2.8 3.08 
    Oil Peanut 0.2 0.19 0.17 0.17 0.21 
    Oil Rapeseed 2.43 2.75 3.45 3.95 3.7 
    Oil Soybean 9.15 9.14 9.51 8.46 8.53 
    Oil Sunflowerseed 4.55 4.49 4.58 6.45 5.89 
             
  Total 56.15 57.91 59.92 62.96 64.71 
            
Domestic Consumption       
    Oil Coconut 3.35 3.96 3.81 3.82 3.77 
    Oil Cottonseed 4.74 4.6 4.77 5.15 5.19 
    Oil Olive 2.92 2.95 3 3.04 3.06 
    Oil Palm 42.71 44.91 46.91 49 52.09 
    Oil Palm Kernel 4.9 5.06 5.25 5.62 5.75 
    Oil Peanut 4.94 4.88 5.11 5.27 5.19 
    Oil Rapeseed 20.31 22.6 23.56 23.74 23.79 
    Oil Soybean 36.17 38.13 40.76 42.05 43.65 
    Oil Sunflowerseed 10.63 11.56 11.47 12.95 13.29 
             
  Total 130.66 138.64 144.63 150.65 155.78 
            
Ending Stocks         
    Oil Coconut 0.79 0.57 0.66 0.56 0.45 
    Oil Cottonseed 0.2 0.16 0.27 0.26 0.18 
    Oil Olive 0.66 0.59 0.64 0.74 0.51 
    Oil Palm 4.82 5.35 5.48 6.6 7.04 
    Oil Palm Kernel 0.67 0.9 0.82 0.87 1 
    Oil Peanut 0.25 0.1 0.12 0.1 0.07 
    Oil Rapeseed 1.15 1.24 1.23 1.74 1.36 
    Oil Soybean 3.12 3.29 3.58 3.74 2.9 
    Oil Sunflowerseed 1.72 1.49 1.27 2.36 1.82 
             
  Total 13.38 13.71 14.06 16.97 15.33 
Source: USDA, Phillip Securities Research    
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Important Information 
 
This publication is prepared by Phillip Securities Research Pte Ltd., 250 North Bridge Road, #06-00, Raffles City 
Tower, Singapore 179101 (Registration Number: 198803136N), which is regulated by the Monetary Authority of 
Singapore (“Phillip Securities Research”). By receiving or reading this publication, you agree to be bound by the terms 
and limitations set out below. 
 
This publication has been provided to you for personal use only and shall not be reproduced, distributed or published 
by you in whole or in part, for any purpose. If you have received this document by mistake, please delete or destroy it, 
and notify the sender immediately.  Phillip Securities Research shall not be liable for any direct or consequential loss 
arising from any use of material contained in this publication. 
 
The information contained in this publication has been obtained from public sources, which Phillip Securities Research 
has no reason to believe are unreliable and any analysis, forecasts, projections, expectations and opinions 
(collectively, the “Research”) contained in this publication are based on such information and are expressions of belief 
of the individual author or the indicated source (as applicable) only. Phillip Securities Research has not verified this 
information and no representation or warranty, express or implied, is made that such information or Research is 
accurate, complete, appropriate or verified or should be relied upon as such. Any such information or Research 
contained in this publication is subject to change, and Phillip Securities Research shall not have any responsibility to 
maintain or update the information or Research made available or to supply any corrections, updates or releases in 
connection therewith. In no event will Phillip Securities Research or persons associated with or connected to Phillip 
Securities Research, including but not limited its officers, directors, employees or persons involved in the preparation 
or issuance of this report, (i) be liable in any manner whatsoever for any consequences (including but not limited to 
any special, direct, indirect, incidental or consequential losses, loss of profits and damages) of any reliance or usage 
of this publication or (ii) accept any legal responsibility from any person who receives this publication, even if it has 
been advised of the possibility of such damages.  You must make the final investment decision and accept all 
responsibility for your investment decision, including, but not limited to your reliance on the information, data and/or 
other materials presented in this publication. 
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date 
indicated and are subject to change at any time without prior notice.  
 
Past performance of any product referred to in this publication is not indicative of future results. 
 
This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice.  This 
publication should not be relied upon exclusively or as authoritative, without further being subject to the recipient’s own 
independent verification and exercise of judgment. The fact that this publication has been made available constitutes 
neither a recommendation to enter into a particular transaction, nor a representation that any product described in this 
material is suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may 
be described in this publication involve significant risks and may not be suitable for all investors, and that any decision 
to enter into transactions involving such products should not be made, unless all such risks are understood and an 
independent determination has been made that such transactions would be appropriate. Any discussion of the risks 
contained herein with respect to any product should not be considered to be a disclosure of all risks or a complete 
discussion of such risks.  
 
Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any 
decision to purchase any product mentioned in this research should take into account existing public information, 
including any registered prospectus in respect of such product. 
 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not 
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report, may 
provide an array of financial services to a large number of corporations in Singapore and worldwide, including but not 
limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting 
activities), brokerage or securities trading activities. Phillip Securities Research, or persons associated with or 
connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons 
involved in the preparation or issuance of this report, may have participated in or invested in transactions with the 
issuer(s) of the securities mentioned in this publication, and may have performed services for or solicited business 
from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the 
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preparation or issuance of this report, may have provided advice or investment services to such companies and 
investments or related investments, as may be mentioned in this publication. 
 
Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not 
limited to its officers, directors, employees or persons involved in the preparation or issuance of this report may, from 
time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase 
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other 
compensation in respect of the foregoing.  Investments will be denominated in various currencies including US dollars 
and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or foreign 
currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price 
or income return of the investment. 
 
To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the 
preparation or issuance of this report, may at any time engage in any of the above activities as set out above or 
otherwise hold a interest, whether material or not, in respect of companies and investments or related investments, 
which may be mentioned in this publication. Accordingly, information may be available to Phillip Securities Research, 
or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, 
directors, employees or persons involved in the preparation or issuance of this report, which is not reflected in this 
material, and Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, 
including but not limited to its officers, directors, employees or persons involved in the preparation or issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following 
its publication. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, 
including but not limited its officers, directors, employees or persons involved in the preparation or issuance of this 
report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of 
this material. 
 
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person 
or entity in any jurisdiction or country where such distribution, publication, availability or use would be contrary to the 
applicable law or regulation or which would subject Phillip Securities Research to any registration or licensing or other 
requirement, or penalty for contravention of such requirements within such jurisdiction.  
 
Section 27 of the Financial Advisers Act (Cap. 110) of Singapore and the MAS Notice on Recommendations on 
Investment Products (FAA-N01) do not apply in respect of this publication.  
 
This material is intended for general circulation only and does not take into account the specific investment objectives, 
financial situation or particular needs of any particular person. The products mentioned in this material may not be 
suitable for all investors and a person receiving or reading this material should seek advice from a professional and 
financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such 
products, taking into account the specific investment objectives, financial situation or particular needs of that person, 
before making a commitment to invest in any of such products. 
 
Please contact Phillip Securities Research at [65 65311240] in respect of any matters arising from, or in connection 
with, this document. 
 
This report is only for the purpose of distribution in Singapore. 
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