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The issue
The production of unsustainably sourced palm oil has 
significant negative impacts on the environment and 
on biodiversity.

Palm oil is found in many of the products we buy 
in supermarkets, from chocolate to cosmetics. 
The palm oil tree grows under specific conditions 
found only in tropical regions between 10 degrees 
north and south of the equator. Over three-quarters 
of palm oil originates in Indonesia and Malaysia.1 
The palm-oil industry has created economic 
benefits for these two countries. In recent years, 
Nigeria, Thailand, and Colombia have also emerged 
as global producers. But despite the benefits for 
emerging economies, unsustainable and negligent 
palm-oil production has tainted the industry and 
created significant risks for businesses exposed to 
palm oil in their supply chains.

We do, however recognise that sustainably sourced 
palm oil is an important commodity for much of the 
global food industry.

Why is this important for investors

Opportunities
Demand for palm oil is so high because it is productive, 
cheap, and versatile.

Palm oil trees are the most productive source of vegetable 
oil, yielding more oil per hectare than any other crop-
producing edible vegetable oil. Palm oil makes up 
approximately 40% of all vegetable oils but is grown on just 
6% of the land allocated to oil crops.2 Obtaining the same 
amount of oil from alternative sources would require more 
land and could shift many of the problems attributed to 
palm oil and its environments to other parts of the world, 
increasing the threat to new habitats.

Palm oil is also the cheapest source of vegetable oil. 
This makes it an important food product for low-income 
groups around the world. It is widely believed that palm oil 
is healthier than other oils, as it is naturally trans-fat free, 
while fortified palm oil can combat vitamin-A deficiencies.

The oil is one of the most globally versatile and widely 
applied substrate bases. It is thought to be found in nearly 
50% of packaged products in supermarkets. Most palm 
oil is used in food production, however it is also used in 
cosmetics, chemicals, pharmaceuticals, and animal feed.

Risks

Poor practices
Demand for palm oil has led to an increase in production.

However, this increase has come at the expense of the 
environment. The greatest impacts occur when palm-oil 
plantations are established, often through the destruction 
of virgin rain forest. For companies within the palm-oil 
industry, poor risk management could lead to operational 
risks, stranded assets, legal actions, and consumer 
boycotts. For investors, exposure to these issues can come 
in the form of financial and reputational risks.

1 https://palmoilalliance.eu/palm-oil-production/
2 https://www.wwf.org.uk/updates/8-things-know-about-palm-oil

https://palmoilalliance.eu/palm-oil-production/
https://www.wwf.org.uk/updates/8-things-know-about-palm-oil
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Deforestation
The most significant environmental consequence of 
unsustainable palm-oil cultivation is deforestation and the 
impact that has on biodiversity in ecologically sensitive 
regions. Palm oil is a major driver of deforestation, 
particularly in Asia. The impacts of deforestation include 
habitat loss for species like the orangutan and Sumatran 
rhino, pollution, and the removal of peatland as a critical 
carbon sink. Deforestation has been an important 
research topic for us. We have a particular focus on palm 
oil as one of seven key forest risk commodities that drive 
the majority of the world’s deforestation. More detail is 
found within our research on deforestation: Deforestation 
- why it matters for investors and our expectations for 
companies linked to forest risk commodities are provided 
in our Deforestation Position Statement. 

Labour and human-rights violations
There are also social challenges within the palm-oil value 
chain. Several companies have been linked to labour and 
human-rights violations. Major controversies include land 
grabbing, displacement of indigenous people, child labour 
and health consequences associated with air pollution 
from deforestation.

The environmental and social impacts of unsustainably 
sourced palm oil are significant for investors. Companies 
with exposure to illegal or unethical practices in the supply 
chain undermine our efforts to invest for a better future. 
And shifts in consumer demand are likely to hit corporate 
reputation and profitability.

As a large global asset manager, we have an important 
role to play in encouraging the production and use of 
sustainably sourced palm oil. If abrdn avoided palm oil 
completely, other inefficient oils would take its place. 
We believe that this would be harmful as more land 
would be required within the tropical biome, resulting in 
increased deforestation alongside community exploitation 
and conflict.

Palm oil is a critical commodity, so a boycott is not the 
answer. Instead, we need to encourage and support 
the sustainable production of palm oil through our 
investment practices.

Our view and approach to investments
We aim to ensure that the following are true of our palm-
oil-exposed investments:
 . They are not exposed to unresolved land-rights conflicts 

and ongoing controversies.
 . They have achieved or are committed to achieving 

RSPO/ISPO or other internationally recognised 
certification.

 . They are able to prove the legality of their operations 
and have complied with all laws and standards.

 . They have undertaken environmental-impact 
assessments.

Engagement to encourage sustainable practices
In our actively managed investments, corporate 
engagement is essential to enable and support a 
sustainable palm oil supply chain. Through engaging 
with companies exposed to palm oil, directly or indirectly 
through their supply chains, we can understand their 
exposure to these risks and how they manage them. 
In instances where we assess the risk from an investment 
perspective to be too high, we may consider selling our 
holdings. Engagements also provide us with the ability 
to influence and outline our expectations in relation to 
supply-chain transparency and audit of suppliers.

We encourage membership and certification of 
the Roundtable on Sustainable Palm Oil (RSPO) and 
Indonesian Sustainable Palm Oil (ISPO). Reputational and 
financial losses can occur if an investment is found not to 
meet the standards required by its membership of these 
organisations. We also encourage the implementation of 
No Deforestation, No Peat, No Exploitation (NDPE) sourcing 
policies. We want to steer our investments towards setting 
ambitious, time-bound targets to eliminate exposure to 
deforestation and human/labour-rights risks.

Voting and shareholder resolutions
Where engagement has limited success, we use our 
influence through escalation via voting and support of 
shareholder resolutions. abrdn has a well-resourced 
stewardship team with dedicated proxy-voting capability 
that can provide thoughtful escalation on palm-oil 
sourcing and supply-chain matters.

https://www.abrdn.com/docs?editionid=0ac15dc1-5e62-4c24-a3be-b00400af5b45
https://www.abrdn.com/docs?editionid=0ac15dc1-5e62-4c24-a3be-b00400af5b45
https://www.abrdn.com/docs?editionId=d1210c11-8a01-4275-bc7f-1cba58f56a34
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Important Information
Investment involves risk. The value of investments and the income from them can go down as well as up and an investor may 
get back less than the amount invested. 

The information in this document is not for general circulation and should not be considered an offer, or solicitation, 
to deal in any funds. The information is provided on a general basis for information purposes only, and is not to be relied on 
as investment, legal, tax or other advice, as it does not take into account the investment objectives, financial situation or 
particular needs of any specific investor. 

Any research or analysis used to derive, or in relation to, the information herein has been procured by abrdn for its own 
use, and may have been acted on for its own purpose. The information herein, including any opinions or forecasts have 
been obtained from or is based on sources believed by abrdn to be reliable, but abrdn does not warrant the accuracy, 
adequacy or completeness of the same, and expressly disclaims liability for any errors or omissions. As such, any person 
acting upon or in reliance of these materials does so entirely at his or her own risk. Past performance is not necessarily 
indicative of future performance. Any projections or other forward-looking statements regarding future events or 
performance of countries, markets or companies are not necessarily indicative of, and may differ from, actual events 
or results. No warranty whatsoever is given and no liability whatsoever is accepted by abrdn, for any loss, arising directly 
or indirectly, as a result of any action or omission made in reliance of any information, opinion or projection made in 
this document. 

The information herein shall not be disclosed, used or disseminated, in whole or part, and shall not be reproduced, copied 
or made available to others. abrdn reserves the right to make changes and corrections to the information, including any 
opinions or forecasts expressed herein at any time, without notice.

This communication constitutes marketing, and is available in the following countries/regions and issued by the respective 
abrdn group members detailed below. abrdn group comprises abrdn plc and its subsidiaries:
(entities as at 14 June 2024)

United Kingdom (UK)
abrdn Investment Management Limited registered in Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL. 
Authorised and regulated in the UK by the Financial Conduct Authority.

Europe1, Middle East and Africa
1  In EU/EEA for Professional Investors, in Switzerland for Qualified Investors - not authorised for distribution to retail 

investors in these regions.

Belgium, Cyprus, Denmark, Finland, France, Greece, Iceland, Ireland, Italy, Luxembourg, Netherlands, Norway, Portugal, 
Spain, and Sweden: Produced by abrdn Investment Management Limited which is registered in Scotland (SC123321) at 
1 George Street, Edinburgh EH2 2LL and authorised and regulated by the Financial Conduct Authority in the UK. Unless 
otherwise indicated, this content refers only to the market views, analysis and investment capabilities of the foregoing 
entity as at the date of publication. Issued by abrdn Investments Ireland Limited. Registered in Republic of Ireland 
(Company No.621721) at 2-4 Merrion Row, Dublin D02 WP23. Regulated by the Central Bank of Ireland. Austria, Germany: 
abrdn Investment Management Limited registered in Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL. 
Authorised and regulated by the Financial Conduct Authority in the UK. Switzerland: abrdn Investments Switzerland AG. 
Registered in Switzerland (CHE-114.943.983) at Schweizergasse 14, 8001 Zürich. Abu Dhabi Global Market (“ADGM”): 
abrdn Investments Middle East Limited, Cloud Suite 205, 15th floor, Al Sarab Tower, Abu Dhabi Global Market Square, Al 
Maryah Island, P.O. Box 764605, Abu Dhabi, United Arab Emirates. Regulated by the ADGM Financial Services Regulatory 
Authority. For Professional Clients and Market Counterparties only. South Africa: abrdn Investments Limited (“abrdnIL”). 
Registered in Scotland (SC108419) at 1 George Street, Edinburgh EH2 2LL.  abrdnIL is not a registered Financial Service 
Provider and is exempt from the Financial Advisory And Intermediary Services Act, 2002.  abrdnIL operates in South Africa 
under an exemption granted by the Financial Sector Conduct Authority (FSCA FAIS Notice 3 of 2022) and can render 
financial services to the classes of clients specified therein.
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Asia-Pacific
Australia and New Zealand: abrdn Oceania Pty Ltd (ABN 35 666 571 268) is a Corporate Authorised Representative 
(CAR No. 001304153) of AFSL Holders MSC Advisory Pty Ltd, ACN 607 459 441, AFSL No. 480649 and Melbourne Securities 
Corporation Limited, ACN 160 326 545, AFSL No. 428289. In New Zealand, this material is provided for information 
purposes only. It is intended only for wholesale investors as defined in the Financial Markets Conduct Act (New Zealand). 
Hong Kong: abrdn Hong Kong Limited. This material has not been reviewed by the Securities and Futures Commission. 
Japan: abrdn Japan Limited Financial Instruments Firm: Kanto Local Finance Bureau (Kinsho) No.320 Membership: Japan 
Investment Advisers Association, The Investment Trusts Association, Type II Financial Instruments Firms Association. 
Malaysia: abrdn Malaysia Sdn Bhd, Company Number: 200501013266  (690313-D). This material has not been reviewed 
by the Securities Commission of Malaysia. Thailand: Aberdeen Asset Management (Thailand) Limited. Singapore: abrdn 
Asia Limited, Registration Number 199105448E.

Americas
Brazil: abrdn Brasil Investimentos Ltda. is an entity duly registered with the Comissão de Valores Mobiliários (CVM) as 
an investment manager. Canada: abrdn is the registered marketing name in Canada for the following entities: abrdn 
Canada Limited, abrdn Inc, abrdn Investments Luxembourg S.A., and abrdn Alternative Funds Limited. abrdn Canada 
Limited is registered as a Portfolio Manager and Exempt Market Dealer in all provinces and territories of Canada as well 
as an Investment Fund Manager in the provinces of Ontario, Quebec, and Newfoundland and Labrador. United States: 
abrdn is the marketing name for the following affiliated, registered investment advisers: abrdn Inc., abrdn Investments Ltd., 
abrdn Asia Limited, abrdn ETFs Advisors LLC.

http://www.abrdn.com

