The Eurasian
Economic Union

Issues and Challenges for Palm Qil

PREPARED BY: ALEKSEY UDOVENKO,
MALAYSIAN PALM OIL COUNCIL MOSCOW




The Eurasian Economic Union

e The Eurasian Economic Union is a political and economic union of states located in central and
northern Eurasia. The Treaty signed on 29 May 2014 by the leaders
of Belarus, Kazakhstan and Russia. Treaties aiming for Armenia's and Kyrgyzstan's accession were
signed on 9 October and 23 December 2014, respectively.

* The Eurasian Economic Union has an integrated single market of 183 million people and a gross
domestic product of over 4 trillion U.S. dollars (PPPE

* The EAEU introduces the free movement of goods, capital, services and people and provides for
common policies in macroeconomic sphere, transport, industry and agriculture, energy, foreign
trade and investment, customs, technical regulation, competition and antitrust regulation.

* The union operates through supranational and intergovernmental institutions. The Supreme
Eurasian Economic Council is the "Supreme Body" of the Union, consisting of the Heads of the
Member States.

e The second level of intergovernmental institutions is represented by the Eurasian
Intergovernmental Council (consisting of the Prime Ministers of member states). The day-to-day
work of the EAEU is done through the Eurasian Economic Commission (the executive body), which
isfahsu%roc::\éqjtional body similar to European Commission. There is also a judicial body — the Court
of the :
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Presentation Notes
In 1994, the President of Kazakhstan, Nursultan Nazarbayev, first suggested the idea of creating a "Eurasian Union". The Eurasian Economic Union is a political and economic union of states located in central and northern Eurasia. The Treaty was signed on 29 May 2014.  


The Eurasian Economic Union
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Presentation Notes
The Eurasian Economic Union has an integrated single market of 183 million people and a gross domestic product of over 4 trillion U.S. dollars (PPP). The Union introduces the free movement of goods, capital, services, people and provides for common policies in many spheres (including foreign trade, customs, and technical regulation). 


The Eurasian Economic Union
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The union operates through supranational and intergovernmental institutions. The Supreme Eurasian Economic Council consists of the Heads of the Member States. The second level is the Eurasian Intergovernmental Council (consisting of the Prime Ministers of member states). The day-to-day work is done through the Eurasian Economic Commission (similar to European Commission). There is also a judicial body – the Court of the EAEU. 


The Eurasian Economic Union
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Member States


Belarus

* Population 9,491,800

* GDP (PPP) $188 billion.
* Per capita $20,008

e GDP (nominal) $59 billion. |
e Per capita $6,301 | P

e Official languages
e Belarusian
e Russian


Presenter
Presentation Notes
The Republic of Belarus is a landlocked country in Eastern Europe bordered by Russia, Ukraine, Poland, Lithuania and Latvia. Until the 20th century, different states at various times controlled the lands of modern-day Belarus, including the Russian Empire. Official languages are Belarusian and Russian



Belarus

Belarus's imports from Russian Federation

Product

All products

Mineral fuels

Not specified

Iron and steel
Machinery
Electrical machinery

Valuein
2017, USD
thousand

19384579
6600818
3847222
1253229
1000312

740854

Sharein
Belarus's
imports, %

65
99
97
83
33
46

Belarus's exports to Russian Federation

Value in

2017, USD
Product thousand
All products 11397537
Dairy produce 1923789
Vehicles 1495854
Machinery 905918
Not specified 705943
Meat 672173

Share in
Belarus’s
exports, %

51
93
74
/8
88
96
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Presentation Notes
65% Import share makes Russia the biggest origin of import - 99% of it is Mineral fuels

Russia is the largest destination of exports - 51% of all exports from Belarus. The main items are Dairy produce, Meat, Vehicles, Machinery and other goods. 
Russia's share by these items ranges from 70% to 90%.


Kazakhstan

e Population 17,987,736

e GDP (PPP) S497 billion.
* Per capita $26,929

e GDP (nominal) $170 billion.
* Per capita $9,224

e Official languages
e Kazakh (official state language)
e Russian (used as official)



Presenter
Presentation Notes
The Republic of Kazakhstan is the world's largest landlocked country. The Russians began advancing into the Kazakh steppe in the 18th century, and by the mid-19th century, they nominally ruled all of Kazakhstan as part of the Russian Empire. The Kazakh language is the state language, and Russian has equal official status.


Kazakhstan

Kazakhstan's imports from Russian Federation Kazakhstan's exports to Russian Federation

Value in Sharein Value in Sharein

2017, USD Kazakhstan's 2017, USD Kazakhstan’s
Product thousand  imports, % Product thousand  exports, %
All products 11472924 39  All products 4515165 9
Mineral fuels 1410110 80 Iron and steel 1178543 28
Machinery 1039619 22 Ores, slag and ash 953211 45
Iron and steel 851785 82 Mineral fuels 602476 2
Electrical machinery 705479 23 Inorganic chemicals 521221 24

Vehicles 675640 39 Copper 155680 6



Presenter
Presentation Notes
The top import origins are Russia, and China. With 39% Russia is the biggest origin of import. Market share of China is 16%. Kazakhstan imports from Russia is represent by: Machines, Mineral products, Metals, Foodstuffs, etc.

Russia holds 9% of export from Kazakhstan. The biggest importer is Italy - 17%. The main item of export to Russia are Iron and steel, Ores, slag and ash.


Armenia

* Population 2,924,816

e GDP (PPP) $28 billion.
* Per capita $9,456

* GDP (nominal) $11 billion.
* Per capita $3,861

e Official language
e Armenian
(*Russian is widely used)



Presenter
Presentation Notes
Armenia is a country in the South Caucasus region of Eurasia. It is bordered by Turkey, Georgia, Azerbaijan, and Iran. By the 19th century, Eastern Armenia had been conquered by the Russian Empire. By 1920, the state was incorporated into the Transcaucasian Socialist Federative Soviet Republic. The modern Republic of Armenia became independent in 1991. Armenian is the only official language, but due to its Soviet past, most of the population speak Russian as well. 


Armenia

Armenia's imports from Russian Federation

Product

All products

Mineral fuels
Cereals

Aluminium
Machinery

Electrical machinery

Valuein
2017, USD
thousand

1170955
458333
74369
70067
46189
44154

Sharein
Armenia's
imports, %

29
73
93
74
12
17

Armenia’s exports to Russian Federation

Product

All products
Beverages

Articles of apparel
Furniture

Precious stones
Clothing accessories

Value in
2017, USD
thousand

540405
200682
42772
38373
37650
27477

Share in
Armenia’s
exports, %

26
84
99
98
18
98
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Presentation Notes
The biggest origin of import 28% is Russia. China - 11%. Russia exports Mineral products – 40% of which Petroleum gas - 27%; Refined petroleum – 12%. 

Russia and China are two biggest importers representing 28% and 11% of all exports from Armenia respectively. The main items of export to Russia are Beverages, spirits and vinegar. 
By most items Russia’s share is between 80% to 90%. 


Kyrgyzstan

* Population 6,019,480

e GDP (PPP) $22 billion.
* Per capita $3,653

* GDP (nominal) S7 billion.
* Per capita $1,139

e Official languages
e Kyrgyz (national and official)
e Russian (official)
e Uzbek (official)



Presenter
Presentation Notes
Kyrgyzstan is a landlocked country. It is bordered by Kazakhstan, Uzbekistan, Tajikistan and China. Kyrgyzstan attained sovereignty in 1991. Kyrgyz language is closely related to other Turkic languages, although Russian remains widely spoken and is an official language. 


Kyrgyzstan

Kyrgyzstan's imports from Russian Federation

Kyrgyzstan's exports to Russian Federation

Valuein

2017, USD
Product thousand
All products 1180320
Mineral fuels 526341
Iron and steel 82203
Wood 49638
Iron or steel 32826
Cocoa 30213

Sharein
Armenia's
imports, %

26
83
57
70
33
68

Product

All products
Clothing

Footwear

Edible fruit and nuts
Edible vegetables
Clothing accessories

Value in
2017, USD
thousand

261757
79057
38664
25973
22913
15714

Share in
Armenia’s
exports, %

15
67
75
59
29
/8



Presenter
Presentation Notes
The top import origins of Kyrgyzstan are China - 33%, and Russia - 26%. 
83% of Mineral products comes from Russia 

With 14% Russia is the 3rd biggest importer after Switzerland (27%) and Kazakhstan (16%). The main items of export to Russia are Clothing accessories; Footwear; Fruits and Vegetables


Russian Federation

e Population 144,526,636

* GDP (PPP) $4,152 trillion.
* Per capita $28,957

 GDP (nominal) $1,719 trillion.
* Per capita $11,946

e Official languages ..
e Russian
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Presentation Notes
At 17 million square kilometres, Russia is the largest country in the world by area, and the ninth most populous, with over 144 million people, excluding Crimea. From northwest to southeast, Russia shares borders with Norway, Finland, Estonia, Latvia, Lithuania and Poland, Belarus, Ukraine, Georgia, Azerbaijan, Kazakhstan, China, Mongolia, North Korea, Japan and the U.S. The Russian economy ranks as the twelfth largest by nominal GDP and sixth largest by purchasing power parity. Russia's extensive mineral and energy resources are the largest such reserves in the world, making it one of the leading producers of oil and natural gas globally. The country is an active global partner of ASEAN, the Shanghai Cooperation Organisation, the G20, the Council of Europe, the Asia-Pacific Economic Cooperation (APEC), the Organization for Security and Co-operation in Europe (OSCE), and the World Trade Organization (WTO)


Palm Oil Trade in the Eurasian EU


Presenter
Presentation Notes
Palm oil becomes a major item of trade for the countries of Eurasian EU. Russia is the biggest importer of palm oil in the region. Combined import of palm oil to Eurasian EU is growing. 


Belarus

Top 5 exporters of palm oil to Belarus Domestic disappearance 334 kMT

Quantity Share in
imported in  Belarus's
2017 (Tons) imports (%)

e Import of PO
® 50% from Russia

World 6220 100 e Import of SFO
Russia 3932 65.9 ® 65% from Russia
Germany 1578 22

Sweden 202 5.5

e Import of margarines

Netherlands 433 5.2 e 96% from RUSSIa

Ukraine 68 1.1
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Presentation Notes
Belarus is a very small but a highly potential market for palm oil. 
50% of palm oil imported from Russia for average value of 1 003 USD/MT. (Average price: Sweden– 1 617 USD/MT; Netherlands – 569 USD/MT. ) 
Russia covers 65% of SFO; and 96% of margarines import respectively


Kazakhstan

Top 5 exporters of palm oil to

Kazakhstan

Quantity Share in

imported in  Belarus's

2017 (Tons) imports (%)

World 56188 100
Russia 36881 61.9
Malaysia 17970 35.8
Turkey 665 1.4
Indonesia 334 0.6
Ukraine 132 0.3

Domestic disappearance 445 kMT

e Import of PO
® 62% from Russia

e Import of SFO
e 99% from Russia

e Import of margarines
® 91% from Russia
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Presentation Notes
62% out of 56 thousand tons of palm oil imported from Russia at average value of 890 USD/MT
Malaysia, second place - 32%
Import of palm oil from Russia went up from 2 742 tons in 2013 to 31 423 tons in 2016 and 36 881 tons in 2017. 
Russia supplied 99% out of 91 thousand tons of sunflower oil; and 91% out of 34 thousand tons of margarines


Armenia

Top 5 exporters of palm oil to Armenia

Quantity Share in
imported in  Belarus's
2017 (Tons) imports (%)

World 970 100
Malaysia 528 50.4
Ukraine 229 23.2
Italy 132 18.6

Russia 47 4.5
lran 40 3.3

—

Domestic disappearance 33 kMT

e Import of PO
* 0% from Russia

e Import of SFO
e 91% from Russia

e Import of margarines
e 70% from Russia
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Presentation Notes
Palm oil import to Armenia is small. The country is a net importer of sunflower oil and margarines
91% out of 23 thousand tons of sunflower oil; and 70% out of 34 thousand of margarines imported from Russia



Kyrgyzstan

Top 5 exporters of palm oil to
Kyrgyzstan Domestic disappearance 80 kMT
Quantity Share in

imported in  Belarus's

2017 (Tons) imports (%)

e Import of PO
* 0% from Russia

World 3396 100 e Import of SFO
Malaysia 1797 71.8 * 70% from Russia
lran 1458 23

Kazakhstan 141 5.2

e Import of margarines
e 73% from Russia
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Presentation Notes
Kyrgyzstan imported 71% of 3396 tons of palm oil from Malaysia at average value of 1 095 USD/MT. 
At the same time Russia supplied 70% out of 41 thousand tons of sunflower oil and 73% out of 11 thousand tons of margarines



Russian Federation

Top 5 exporters of palm oil to Russia

Quantity imported in 2017 Share in Russia's imports

(Tons)
World 891185
Indonesia 733900
Malaysia 76743
Netherlands 52344
Sweden 8284

Italy 4431

(%)
100
78.6
9.3
7.1
1.6
1.1
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Presentation Notes
Russian Federation's imports represent 2.1% of world imports of palm oil. The main origin is Indonesia – 78%. Malaysia is the second biggest exporter. The cheapest average price paid to Indonesia – 751 USD/MT. The highest average – 1 789 USD/MT (Italy). Over the last three years Russia's import increased tremendously from 706 324 tons in 2014 to 891 185 ton in 2017. 


TECHNICAL REGULATION OF THE CUSTOMS UNION
"TECHNICAL REGULATION ON FAT AND OIL PRODUCTS"

 The oil and fat market of the Customs Union is regulated according to the
Technical Regulation. Decision signed on December 9, 2011 in Moscow

 The technical regulation, designed for the purpose of a single customs
territory of the Customs Union.

* This "Technical regulations for fat-and-oil products”, issued for circulation
on the territory of the Member States of the Customs Union, a set of
requirements for it, including requirements for its packaging and labeling,
and to related processes of production, storage, transportation, sale.

e Technical regulation of the Customs Union "Technical Regulation on Fat and
Oil Products"” came into force in all the members of the Customs Union. CU
TR 024/2011 "Safety of oil-fat products"


Presenter
Presentation Notes
Technical regulation of the Customs Union "Technical Regulation on Fat and Oil Products"
The oil and fat market of the Customs Union is regulated according to the Technical Regulation. Decision signed on December 9, 2011 in Moscow
The technical regulation (CU TR 024/2011 "Safety of oil-fat products"), designed for the purpose of a single customs territory of the Customs Union. The Regulations issued for circulation on the territory of the Member States of the Customs Union. The Regulation include requirements for packaging and labeling, and to related processes of production, storage, transportation, sale of oil-and-fat products on the territory of the Eurasian Economic Union. The Technical regulation came into force in all the members of the Customs Union. 


Palm oil import to Russia and the rest of
Eurasian Economic Union

Palm oil import to Russia may reach
one million in 2018 — expert opinion
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Presentation Notes
Russia is an indisputable leader in the Eurasian EU. By the end of 2018 the import may exceed one million tons of palm oil. The main market player is EFKO Group - Russia's largest importer of palm oil, producing specialized fats for the food industry. Partnership with the Terminal on the Taman Peninsula (Russia's only vegetable oil deep water sea terminal) gives EFKO logistical advantage. In 2015, EFKO Group started up a milk processing plant in Kazakhstan. The same year EFKO began production of toilet soap, and started up a new industrial plant in Almaty, Kazakhstan. And right after we registered dynamic growth of palm oil import to Kazakhstan.


Routes of deliveries

* From Indonesia to Taman

* From Russia to Belarus
e Russia 65% = IPO

* From Russia to Kazakhstan

e Share of MPO is decreasing
* Russia 62% =IPO



Presenter
Presentation Notes
The main point of deliveries is a sea port of Taman. EFKO Group operates this transshipment facility. The main import is RBD PO shipped in bulk. Out of 891 thousand tons imported in 2017, Russia exported 37 thousand tons to Kazakhstan and Belarus. 
In addition to this volume, Russia exported 14 thousand tons by HS1516 (fats and oils partly or wholly hydrogenated) and 182,206 tons by 1517 (Margarine, other edible mixtures). Again, the main destinations of export by these HS Codes were Kazakhstan; Uzbekistan and to Belarus.


SFO import. SFO vs PO average value USD/MT
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—_—
"ll'-

W

—

062 Belarus - 4 e )
i o 'L"""-'“'"‘H..-. v
8228 |  Kezakhstan J44 \

Kyrgyzstan 307

992 Armenia a

28,867 8675


Presenter
Presentation Notes
In 2017 Belarus imported 6 thousand tons of Palm oil at the average value of 962 USD/MT. For the same period Belarus imported 117 thousand  tons of Sunflower oil by HS Code 1512 (out of which 94,539 tons from Russia) at the average price of 822 USD/MT; and 39 thousand tons of Margarines by HS Code 1517 out of which 28,002 tons from Russia.
Kazakhstan imported 56,188 tons of Palm oil at the average value of 944 USD/MT; 90,988 tons of Sunflower oil by HS Code 1512 (out of which 90,311 tons from Russia) at the average price of 798 USD/MT; 34,532 tons of Margarines by HS Code 1517 out of which 31,479 tons from Russia.
Armenia imported 970 tons of Palm oil at the average value of 992 USD/MT; 24,483 tons of Sunflower oil (out of which 21,952 tons from Russia) at the average price of 908 USD/MT; 17,584 tons of Margarines out of which 11,936 tons from Russia.
Kyrgyzstan imported 3,396 tons of Palm oil at the average value of 807 USD/MT; 41,712 tons of Sunflower oil (out of which 28,867 tons from Russia) at the average price of 867 USD/MT; 10,914 tons of Margarines out of which 8,266 tons from Russia.


SFO import. SFO vs PO average value USD/MT

Country Import of Sunflower oil, | Average price of Average price of Palm oil,
MT Sunflower oil, USD/MT UsSD/MT
944

Kazakhstan 90,988 798

Kyrgyzstan 28,867 867 807
Russia 25,676 667 787
Belarus 117,554 822 962
Armenia 23,483 908 992

fao.org



Issues and Challenges

* Russia may add some quantities on account of new restrictions on Trans-
Fats and some re-exporting operations to Kazakhstan.

e Kazakhstan is actively growing; MPO share is decreasing — EFKO.

e In Kazakhstan we are facing the same issues as in Russia — Technical Palm
Oil; PVO,9; Falsification — EFKO is introducing MFR to the market.

e Highly developed confectionery industry of Belarus combined with oil-and-
fat idndustry may lead to a significant increase in consumption of oil palm
products.

 Armenia has potential of increasing on account of SFO. Turkey, Ukraine and
Russia are the best routs for deliveries.

e Kyrgyzstan may expect up to 20 000 MT increase — the price is preferable
for PO vs SFO. Pakistan should capitalize on this opportunity.


Presenter
Presentation Notes
Russia. According to MPOB, in Jan-Jul 2018 Russia imported 34,869 ton of Oil Palm Products (OPP) from Malaysia which is 7% above the same period of 2017. Overall import is increasing. Still there are good chances to grow as Russia adopted new restrictions on Trans-Fats content in foodstuffs. In addition, EFKO’s business in Kazakhstan may contribute to additional volume of palm oil designated for re-export to Kazakhstan.
Kazakhstan. According to MPOB, in Jan-Jul 2018 Kazakhstan’s import of OPP increased – 234% to the same period of 2017. EFKO’s business (Russia) in Kazakhstan already impacted not only the market but the media space of Kazakhstan as well. Kazakhstan faced the same issues as we face in Russia. These are Technical Palm Oil; PV0,9 Issue; and Falsification of dairy products.
Belarus. Oil and Fat industry of Belarus has capacities for growing. The confectionary industry of Belarus is in need of high quality specialty fats.
Armenia’s import of palm oil is not big (970 tons at the average value of 992 USD/MT), while in 2017 the country imported 24,483 tons of Sunflower oil by HS Code 1512 at the average price of 908 USD/MT, and 17,584 tons of Margarines by HS Code 1517. Armenia is a net importer of fats and oils. Turkey, Ukraine and Russia are the best routs of deliveries.
Kyrgyzstan. With its population of 6 million people the market may increase to 20 000 MT. In 2017 Kyrgyzstan imported 3,396 tons of Palm oil by HS Code 1511 at the average value of 807 USD/MT, while import of sunflower oil by HS Code 1512 exceeded 41 thousand tons. The average price of palm oil in 2017 was 60 USD/MT less compared to sunflower oil. In addition, Kyrgyzstan imported 10,914 tons of Margarines by HS Code 1517 in 2017.


ALEKSEY UDOVENKO

Malaysian Palm Oil Council Moscow
Tel/Fax: +74956600345

Cell: +79647925877

e-mail: aleksey.udovenko@agmail.com

Skype: Aleksey.Udovenko

Ur

MPOC
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Conclusion
Russia is a political leader of the Union. The main item of trade with the partners is Mineral Products. At the same time Russia is a big producer of sunflower oil. Oil and Fat industry of Russia is highly developed producing wide range of margarines and specialty fats. Due to all this we observe strong relations between the markets of Eurasian EU. Belarus’s got good prospects for increasing import of OPP in future. The location of the country makes possible deliveries from partners in EU. The oil and fat industry of Belarus consist of some big players, among which Minsk Margarine plant; Gomel fat plant; Oil Holding. The confectionary industry of Belarus is the main sink for specialty fats. We believe that Kazakhstan import of palm oil will grow on account of re-export from Russia. EFKO’s new plant in Almaty is a good platform for supplies to Kyrgyzstan. The distance from Almaty, Kazakhstan to the border of Kyrgyzstan is 50km. Kyrgyzstan may increase import of margarines (and/or palm oil) from Kazakhstan on account of EFKO’s new plant in Almaty. Armenia is a small market located close to Turkey. There are good prospects for import of palm oil (instead of sunflower oil) and palm based margarines. The biggest supplier of fats to Armenia is Russia. Import of palm oil to Russia is on the rise. In 2018 we expect overall import of palm oil by HS1511 to Russia to exceed one million tons for the first time on the record. 

mailto:udovenko@mpoc.org.my
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