WILL VEGETABLE OILS DEMAND BE STRONG ENOUGH IF ENERGY PRICES
ARE CORRECTED DOWNWARD?

The latest developments in the global geopolitics and geo economy require updating the oilseed market
outlook. While grain markets are under pressure of logistics constraints, volatile export margins and
increasing competition, governments and private investors are accelerating investments in oilseed
processing.

Until recently, the dominant trends of the oilseed/veg oil industry

¢ Oilseeds areas expansion at the expense of grain;
e Crushing margins were improving;
e Processing capacities were expanding aggressively.

Currently, the market development is more and more modified by new and contradictive factors.

e On one side, russia, Kazakhstan, Poland, Bulgaria and other countries continue to expand oilseed
areas and invest increasingly in processing. New crushing plants are put into operation faster than
raw oilseed supply is growing. This remains a long-term trend.

e On the other side, the vegetable oil market appeared to be highly dependent on energy/crude oil
prices and geopolitics.

The last week (June 8-12) optimism about a potential US-Iran agreement and the possible reopening of the
Strait of Hormuz resulted in a sharp correction of all veg oil prices:

e Chicago soybean oil futures fell to their lowest level since April;
e Malaysian palm oil futures dropped more than 2%;
e Euronext rapeseed futures lost up to 1.7%

This confirms the close correlation between oilseed and veg oils values and energy/crude oil prices in
2026/27. Possible downward moves of the crude oil prices will reduce the demand for biodiesel, renewable
diesel and Sustainable Aviation Fuel (SAF), and - the most important - will weaken demand for veg oils as
energy feedstocks.

Many of the new crushing investments in russia, Kazakhstan, Poland and Argentina were justified by
expectations of long-term growth in veg oil consumption from both food and biofuel sectors.

If the Strait of Hormuz is open and crude oil prices stabilize at lower levels, the vegetable oil values will likely
to be corrected starting from July-Aug 2026.

To what extent does the processing industry depend on in the energy/crude oil markets trends? This is key
question for the next 2026-2035 years.

Previously raw grain/oilseed export model prevailed in the Black Sea-Danube-Balkan region and
neighbouring countries. Now the model is shifting to a value-added products export model. Processing
capacity is growing faster than raw oilseed production in several countries.

e russia is expanding rapeseed areas at the expense of grain crops and increases investments in
crushing capacities.

e Poland continues investing in new crushing capacity despite weather-related production risks.

e Bulgaria increasingly favours sunflower over corn.

e Kazakhstan continues reducing wheat areas in favour of oilseeds while increasing crushing
capacities.
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However, the current shifting to value-added products export model is based on expectations for the 2026-
2035 period. Crushers may face margin risk if crushing capacity keeps growing while crude oil prices and
biofuel demand are uncertain with sunflower seed and rapeseed production increase.

UkrAgroConsult supposes that the next 12-18 months will clarify the prevailing model and trends in the
development of the oilseed/veg oils industry.

Argentina answers to global sunflower oil demand

Louis Dreyfus Company (LDC) announced plans to build one of the world's largest sunflower seed
processing facilities at its existing industrial complex in Bahia Blanca, Argentina. The project will be
integrated with storage facilities, logistics infrastructure and a deep-water export terminal. Construction is
expected to begin by the end of 2026.

The plant will process up to 4 K mt of sunflower seed or soybeans per day, making it one of the largest
sunflower seed crushing facilities globally. The investment reflects growing long-term confidence in
vegetable oils.

Food consumption, renewable fuels and biofuel demand continue to support investments in sunflower oil
processing despite volatility in commodity markets.

russia continues aggressive crushing expansion
russia is adding new processing assets across multiple regions. Key projects include:
e A new rapeseed processing plant in Kaluga Region scheduled to start operations in summer 2026;

e A major elevator and oil extraction complex in Chelyabinsk Region developed by Sigma LLC with
investment of RUB 15 B (USD 207 M). The project is planned for 2029-2033 and will process 411 K
mt of sunflower seed and rapeseed annually;

e The Troitsky oil extraction plant in Rostov Region, launched by AgroPrime in late 2025, reached full
capacity by May 2026. During Q1 2026, the Troitsky facility processed 57.1 K mt of sunflower seed
and produced:

- 23.8 Kmt of sunflower oil;

- 25.8 Kmt of sunflower meal;

- 3.8 Kmt of biomass fuel pellets.
Turkey remains the main export destination for its processed products.
Kazakhstan reduces wheat dependence and expands oilseeds

Kazakhstan has officially completed its 2026 planting. Total areas reached 23.8 M ha, up 180 K ha from the
2025. The most important signal is the change in crop structure. The change is driver by profitability.

e Grain crops: 14.6 M ha: wheat area reduced by 125 K ha y/y, corn - also declined.
e Feed crops: 1.2 M ha: expanded by 237 K ha.
e Oilseeds: 4.2 M ha: increase by 74 K ha.

Kazakhstan continues to face export bottlenecks for wheat. Competition from russian grain, transit
restrictions and pressure on export margins are forcing farmers and investors to diversify toward higher-
value crops.
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The government processing strategy is equally ambitious. Kazakhstan plans to increase oilseed crushing
capacity by 3.5 M mt by 2028. Current processing capacity already stands at 5.23 M mt, including 4.42 M mt
of sunflower seed.
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DISCLAIMER

Information in UkrAgroConsult's reports and market studies was obtained from commercial, government
and statistical organizations, which we believe to be reliable. UkrAgroConsult does not guarantee that this
information is accurate or complete, nor certifies in any way its reliability. The analysis, opinions expressed
and conclusions obtained are valid only within the assumptions set forth in UkrAgroConsult's reports and
market studies, reflect our unbiased point of view at the time of preparing the reports and market studies,
and are subject to change without notice.

UkrAgroConsult's reports and market studies are intended for information purposes only. UkrAgroConsult
hopes that the customer considers this information useful for their business purposes. However, by
accepting this disclaimer, the customer agrees that he or she should not rely solely on this information when
making business decisions.

UkrAgroConsult will not be responsible for the consequences of the customer's activities or inaction, nor for

the consequences of economic or political changes.
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