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Introduction 
Amid its growing presence in Peru, Alicorp SAA’s (ALI.LM) stock has almost tripled since its 
low point in 2015, a sign of healthy financials and strong investor interest. But the company’s 
stable financial status could be undermined by Environmental, Social, Governance (ESG) risks 
as more investors, regulators, and consumers become aware of the growing importance of 
sustainability and the company deals with ongoing deforestation-related controversies. Alicorp 
is facing a major flashpoint from reputational risks derived from the sourcing of palm oil 
connected to deforestation. This report discusses how this risk is not yet accounted for in its 
financial statements but may materialize into financial losses in the future, particularly as the 
company continues to grow, if not addressed and handled properly.  

I. Alicorp’s Importance in Peru 
Alicorp, a Peruvian consumer staples company, is a household name present across Peru 
through processed food, home care, and personal care products, with relevant investments in 
Bolivia, Brazil and Argentina. The company is controlled by Grupo Romero (45.2 percent), the 
richest family in Peru which has major investments throughout the entire economy. The 
domestic market is Alicorp’s largest and most profitable market (see Table 1 below). In fact, the 
company holds more than 90 percent market share for some products in Peru. With its large 
presence in these markets, Alicorp -- which is a member of the Roundtable on Sustainable 
Palm Oil (RSPO) -- has to purchase large volumes of palm oil (around 90,000 tonnes annually)1  
to use in these products. In the processed food category, Alicorp serves homes and 
businesses with edible oils, cereals, wheat flour and wheat products, sauces, cookies and 
bakery, candy, canned food, and other cooking products. In the home care category, it has a 
large presence in laundry soap and other cleaning products. In personal care, Alicorp is poised 
to grow after acquiring Intradevco to compete with the likes of Colgate and Unilever. Overall, 
Alicorp expects revenues to grow by 20-24 percent this year, and capital expenditures to rise 
by more than 70 percent. It will also look at more investment or acquisition opportunities.2 With 
its growth, Alicorp will likely use more palm oil and increase its exports of the product. It now 
ships palm oil to 23 countries.3  

Table 1: Alicorp’s place in the Peruvian Market 

Category Brand Market position Main competitors 

Edible oils Primor, Cil, Cocinero, Leader ADM, Igasa, 

                                                        
1 Alicorp S.A.A. RSPO Annual Communications of Progress 2017. Alicorp. 
https://rspo.org/file/acop2017/submissions/alicorp%20s.a.a.-ACOP2017.pdf 
2 Alicorp. First Quarter 2019 Consolidated Financial Statements. Earnings Report. 
https://www.alicorp.com.pe/alicorp-
ir/public/userfiles/cms/conference/prensa/earnings_report_q119_vsent.pdf 
3 Forest Peoples Programme. “RSPO complaint filed as Amazonian community fights on over lands 
destroyed by ‘sustainable’ palm oil.” April 17, 2019. https://www.forestpeoples.org/en/palm-oil-
rspo/press-release/2019/amazonian-community-fights-lands-are-destroyed-sustainable-palm 
 



Friol, Capri Industrias del Espino 

Cereals Angel, life Follower Kellogg’s, Nestlé, 
Nutresa 

Wheat and flour Don Vittorio, Sayon, 
Nicolini, Blanca Flor, 
Alianza, Lavaggi 

Leader Molitalia, ADC 

Cookies Casino Leader Nestlé, Mondelez, 
Nutresa 

Sauces Alacena Follower Supermarket brands 

Laundry soaps Bolivar, Opal, Sapolio Leader P&G, Unilever 

Kitchen Care Sapolio, Patito Leader P&G, Unilever 

Note: “Leader” is the brand with the highest market share. “Follower” tends to follow pricing and advertising 
strategies of the market leader to gain more market share. 

Source: Alicorp 

II. Deforestation in Peru 
Growing palm oil output could lead to rapid forest destruction in the coming years. Peru’s palm 
oil industry is relatively nascent, and the government foresees another possible 600,000 
hectares (seven times what is currently utilized) used for its production in the future.4 Besides 
feeding the domestic market, participants on the palm oil supply chain are also looking at 
exports. Some 70,000 metric tonnes are expected to be exported this year, up from zero in 
2011.5   

As Peru is building up its palm oil industry and exporting the product, it is therefore opening 
the sector to global markets. Now is the time to establish sustainable palm oil production, and 
Alicorp has a major role to play with its market dominance. Given that Alicorp is a highly visible 
buyer in the palm oil supply chain, it could use its influence to prompt other actors – 
producers, supply mills, exporters, or retailers – to commit to zero deforestation and greater 
sustainability expectations in supply chain management.  

Palm oil is one of many factors contributing to deforestation in Peru, which has seen high rates 
of deforestation in the Andean Amazon since 2001, with smallholders (mostly subsistence 
farms6) as the main actors clearing land.7 In the past 17 years, the country lost 2.1 million 

                                                        
4 Oxford University. “A new frontier: Oil palm in the Peruvian Amazon.” Medium. Com. March 16, 2018. 
https://medium.com/oxford-university/a-new-frontier-oil-palm-in-the-peruvian-amazon-eb250fcad970 
5 “Peru Palm Oil Exports by Year.” IndexMundi. 
https://www.indexmundi.com/agriculture/?country=pe&commodity=palm-oil&graph=exports 
6 Bennett, Aoife, et.al. “Smallholder Oil Palm Production in the Peruvian Amazon: Rethinking the Promise of 
Associations and Partnerships for Economically Sustainable Livelihoods.” Frontiers. April 26, 2019. 
https://www.frontiersin.org/articles/10.3389/ffgc.2019.00014/full 
7 Crosbt, Roberto. “Palm oil in the amazon—threat or opportunity?” Phys.Org. March 1, 2018. 
https://phys.org/news/2018-03-palm-oil-amazonthreat-opportunity.html 



hectares in this region, with annual rates peaking in 2014.8 Agricultural production has likely 
been the main driver in the areas of Ucayali and Loreto, where small-scale palm oil growers are 
most prevalent. A mix of gold mining, cattle grazing, infrastructure development, logging, and 
production of palm oil, coffee and cacao makes up a majority of deforestation in Peru. 

Palm oil contributes to deforestation in Peru. Estimates suggest that production has 
contributed to anywhere from 1.3 percent9 to 20 percent10 of forest loss in Peru, and the issue 
is increasingly complex due to both small-scale and large-scale actors deforesting land. In 
2018, according to an estimate from Monitoring of the Andean Amazon Project, which provides 
real-time monitoring of deforestation in Latin America, 86,623 hectares in the Peruvian Amazon 
were used for palm oil production, with 36 percent of that production on deforested land.11 The 
commodity’s growth in coming years will provide a test for the country and companies 
operating in the palm oil supply chain. 

In mid-August, Peru took a major step in committing to reducing deforestation, targeting zero 
deforestation in its palm oil supply chains by the end of 2021. The National Wildlife Federation, 
working with local NGO Sociedad Peruana de Ecodesarrollo and Peru’s palm oil association, 
JUNAPALMA, coordinated stakeholders to shape the country’s commitment.12 13 This target 
will put pressure on Alicorp, given its role in the palm oil market, to buy and sell only 
deforestation-free palm oil, increasing the likelihood of a backlash if it does not increase 
vigilance in its supply chain monitoring to meet the country’s new ambition.  

III. Sustainability Challenges 
Alicorp has been linked to palm oil supply that both threatens indigenous communities and is 
produced on deforested plantations. An exposé published in November 2018 by research 
agency Convoca showed that Alicorp has been purchasing palm oil from mills that are linked to 
forest clearing.14 15 Then, earlier this year, the indigenous Shipibo Community filed a complaint 

                                                        
8 Monitoring of the Andean Amazon Project. MAAP Synthesis #3: Deforestation in the Andean Amazon (Trends, 
Hotspots, Drivers). December 3, 2018. https://maaproject.org/2018/synthesis3/ 
9 United States Department of Agriculture Foreign Agricultural Service. Commodity Intelligence Report. September 
21, 2016. https://ipad.fas.usda.gov/highlights/2016/09/peru/index.htm 
10 Vijay, Varsha, et. Al. “Deforestation risks posed by oil palm expansion in the Peruvian Amazon.” Environmental 
Research Letters. November 1, 2018. https://iopscience.iop.org/article/10.1088/1748-9326/aae540 
11 Monitoring of the Andean Amazon Project. MAAP #95: Oil Palm Baseline for the Peruvian Amazon. November 12, 
2018. https://maaproject.org/2018/oil-palm-peru/ 
12 Rosemurgey, Emma. "Peru Passes Momentus Ban on Palm Oil Deforestation."  Unilad. August 21, 2019. 
https://www.unilad.co.uk/news/peru-passes-momentous-ban-on-palm-oil-deforestation/ 
13 National Wildlife Federation. “Peru’s Commitment to End Deforestation Driven by Palm Oil ‘a momentous’ Step for 
Sustainable Agriculture, Biodiversity.’’ August 16, 2019. https://www.nwf.org/Latest-News/Press-Releases/2019/08-
16-19-Peru-Commitment-Palm-Oil 
14 Salazar Herrera, Milagros. “The Giant of the food industry and the survivors of the palm.” Convoca. Palms for 
Anyone, Ep. 2.  November 30, 2018. http://palmas-para-nadie-deforestacion-en-la-
amazonia.convoca.pe/capitulo2.html  
15 Alicorp purchased 4,500 tonnes of palm oil from mills Olamsa, Olpesa (an RSPO member), and Palm Oleo, all of 
which have been tied to deforestation and were subjects of the Convoca report. These three mills have purchased 
palm oil from Ocho Sur P, which was formerly Plantaciones de Pucallpa SAC. Ocho Sur P has seen a string of 
complaints related to deforestation and threats to indigenous peoples. Plantaciones de Pucallpa SAC chose to 
leave the RSPO instead of suspending operations and ending land-grabbing and deforestation. It has allegedly 



with the RSPO against Alicorp for its connections to clearing on the Community’s land. This 
complaint was the second from the Shipibo, the first occurring in December 2015 against 
producer Plantaciones de Pucallpa, a reflection of how clearance for palm oil production has 
led to ongoing tensions between industry and indigenous communities. Even though the RSPO 
did not formally accept the complaint against Alicorp, the company’s history of links to 
companies that are clearing land at the expense of indigenous communities may undermine its 
reputation, particularly as NGOs continue to publicize the company’s actions.16 Also, the 
Shipibo have continued their campaign by calling on Alicorp shareholders Norges Bank 
Investment Management and Handelsbanken Fonder AB to pressure Alicorp to remove palm 
oil from Ocho Sur P from its supply chain. Ocho Sur P’s mills have been linked numerous times 
to deforestation. The Community communicated their concerns to these two banks because of 
their environmental, climate change, and human rights policies.17 

Against this backdrop, Alicorp has to complement its growth strategy and its reputation as one 
of the top consumer-facing companies in Latin America by improving its ESG standards. If 
more information emerges about links to deforestation and repression of indigenous peoples, 
reputation risks for Alicorp could increase and ultimately become material, leading to financial 
losses, particularly if its shareholders pressure the company to alter its policies. The risks 
would likely be magnified if Alicorp were to lose its RSPO membership, which holds companies 
to higher standards and greater scrutiny. Alicorp, which became an RSPO member in 2017, is 
currently not listed in the RSPO member database. It is unclear if the company has withdrawn 
from the RSPO or if it has been temporarily suspended. Companies suspended by the RSPO 
have taken financial hits. For instance, Citi cut off loans to Indofood, which was suspended by 
the RSPO earlier this year,18 and Malaysian IOI Corp. saw its stock price fall by 17 percent 
during a two-month timespan in 2016 around the time of its suspension.19   

Alicorp Still Lacks a Zero-Deforestation Commitment 
Alicorp has stated its desire to develop more robust ESG policies. Alicorp is seeking its first 
RSPO certification this year and to have full certification for its supply chain by 2030. In its 
annual report to the RSPO last year, the company stated: “We are looking to identify different 
actions to support our suppliers (oil mills) and help them promote the certification of small 

                                                                                                                                                                                   
deforested some 7,000 hectares on Community land and is now the subject of a constitutional lawsuit and criminal 
investigations. 
16 Forest Peoples Programme. “Media Release: RSPO unwilling to stop human rights abuses and deforestation in 
Alicorp’s supply chain in the Peruvian Amazon." 
 June 13, 2019. https://www.forestpeoples.org/en/node/50419 
17 Forest Peoples Programme. “Press Release: Indigenous Community Urges European Banks to Hold Commodities 
Giant to Account Over Forest Destruction in the Peruvian Amazon."  August 21, 2019. 
https://www.forestpeoples.org/en/rights-land-natural-resources-economic-social-cultural-rights-palm-oil-rspo-
private-banks/press 
18 Heineken, Hana. “Citigroup cancels $140 million loan to palm oil company Indofood over labor abuses. Will others 
take a stand?” The Understory. Rainforest Action Network. June 17, 2019. https://www.ran.org/the-understory/citi-
divests-from-indofood/ 
19 Jacobson, Philip. “Malaysian palm oil giant IOI suspended from RSPO.” Mongabay. March 25, 2016. 
https://news.mongabay.com/2016/03/malaysian-palm-oil-giant-ioi-suspended-from-rspo/ 



growers in Peru in hand with international NGO Proforest.”20 Despite its RSPO membership 
and statements regarding ESG ambitions, Alicorp currently lags its peers by not having a no 
deforestation, no peat, no exploitation (NDPE) policy. Grupo Palmas, also owned by Grupo 
Romero, was the first in Peru to adopt this policy in 2017.21 Alicorp could fall further behind its 
peers as the 2020 deadline for zero-deforestation commitments approaches and greater 
numbers of downstream companies adopt more stringent policies. Based on rankings from 
Forest 500, which ranks companies’ commitments to halting deforestation on soft commodity 
supply chains, major fast-moving consumer goods companies that operate in Peru – such as 
Nestlé, Procter&Gamble, Unilever, and PepsiCo – all have palm oil-specific policies to reduce 
deforestation.22 Their standards are putting pressure on the likes of Alicorp to increase their 
ambition to produce time-bound and specific zero-deforestation policies.  

III. Financials  
Alicorp’s controversies around deforestation have not yet negatively affected its stock price. 
However, even though the company is performing well financially, it is in a precarious situation. 
Investors and consumers are likely to take notice of Alicorp’s links to environmental 
degradation and displacement of indigenous peoples, both of which have the potential to 
undermine the company’s financial performance. Moreover, the company must address other 
ESG issues all the while competing with its peers, some of which, as noted above, have zero-
deforestation commitments.  

Growth Through Acquisitions 
The company has pursued a growth strategy based on acquisitions, in two parts. First, it saw 
an international expansion in countries like Bolivia, Brazil, and Argentina at the beginning of the 
decade, with mixed results. The other part of the growth strategy is the company’s purchase of 
local competitors, such as Intradevco. The domestic growth strategy has been far more 
successful, adding increased product lines and consolidation of its competitive position in the 
country. The acquisition of Intradevco increases the company’s exposure to the palm oil 
market, as the commodity is used in its cleaning and personal care products 

Financial Rebound 

The company has been able to grow after struggling with losses earlier this decade. Alicorp 
dealt with a defining moment in late 2014 when a critical control failure precipitated sharp 
losses related to derivative trading for raw materials the company uses for the production 
process. Amid these losses, Alicorp hired a new CEO and a new CFO, while implementing 
control measures to prevent this type of incident from happening again. International and local 
investors fled the company, concerned with the poor quality of management controls, the lack 

                                                        
20 Roundtable on Sustainable Palm Oil. Annual Communications of Progress Sectoral Report 2018. Consumer 
Goods & Manufacturer. https://rspo.org/file/acop2017/sectoral/cgm-sectoral-report-2018_.pdf 
21 Crosbt, Roberto. “Palm oil in the amazon—threat or opportunity?” Phys.Org. March 1, 2018. 
https://phys.org/news/2018-03-palm-oil-amazonthreat-opportunity.html 
22 Forest 500. Company Rankings. 2019. 
https://forest500.org/rankings/companies?f%5B0%5D=field_commodities%3A80 



of strong defenses for minority shareholders’ rights, and outright poor financial performance. 
The company took steps to solve these issues. Now, the stock price almost tripled from that 
minimum reached in late August 2015. Figure 1 shows the evolution of the stock price from 
January 2015 to May 2019. Figures 2 and 3 show evolution of price multiples, indicating that 
the stock is no longer cheap compared to its history. 

Figure 1: Alicorp’s Share Price, January 2015-May 2019 

 
Source: Bolsa de Valores de Lima 

Figure 2: Alicorp’s Enterprise Value/EBITDA 

 
Source: Alicorp 

 



Figure 3: Alicorp’s Price-to-Book Ratio 

 
Source: Bolsa de Valores de Lima, Alicorp 

 

Return on Investment 

The company has recovered its profitability and currently has posted a Return on Equity (ROE) 
of 14.6 percent, above its estimated cost of capital, and it is generating value for all 
shareholders. However, when looking more in detail, this stock price has remained relatively 
stable by increasing leverage: Net margins have fallen for the last six quarters, as Figures 4 
and 5 show.  

Figure 4: Alicorp’s Return on Investment (ROE) 

 
Source: Alicorp 

 



Figure 5: ROE Composition 

 
Source: Alicorp 

 

Global Food Producers average ROE for 2018 was 15.43 percent,23 indicating that Alicorp is 
trading mostly in line with its peers. Alicorp is below most competitors in Brazil but above its 
Mexican counterparts. After the derivatives scandal, the company significantly reduced 
leverage, but with the most recent acquisitions in Bolivia and Peru, debt levels have surpassed 
the numbers the company had when the scandal first erupted in 2014. This constitutes a 
worrisome situation, something investors will likely be aware of in the coming quarters. It is 
clear that despite the company’s rebound, investors do not have full confidence in Alicorp, 
which makes ESG issues even more relevant. As Figure 5 above shows, the company is 
financing its operation with the credit markets and its own suppliers.  

ESG Issues 
The 2014 derivatives controversy reflects the potential downside for Alicorp should 
deforestation risks or other ESG factors dominate investor focus. Alicorp faces several ESG-
related challenges in addition to reputation risks from deforestation-linked supply. Of course, 
the ongoing dispute with the indigenous Shipibo Community could threaten the company’s 
finances and reputation, as it is a high-profile land-grabbing case that shows a lack of respect 
for community rights. These challenges could mount and increase the likelihood of financial 
risks becoming material.  

Being part of Grupo Romero brings about several conflicts of interest. BCP, the main supplier 
of credit to Alicorp, is owned by Grupo Romero, while AFP Prima – which is also owned by 

                                                        
23 Returns on Equity. http://www.returnsonequity.com 



Grupo Romero -- is the second-largest shareholder. Grupo Romero has several other 
operations, including palm oil business Grupo Palmas. 

Another financing issue could come from shareholder pressure. Norges Bank (Norwegian 
Government Pension Fund), for instance, owns USD 13.4 million in common shares, has 
divested from palm oil companies amid deforestation concerns.24  

After the losses from derivative hedges in 2014, the market will likely view the company’s 
management with skepticism, given that it remains in the hands of Grupo Romero. This may 
give pause to potential investors and reflect how more growth is necessary for stronger share 
prices. Even though Alicorp has adjusted and recovered since 2015, reinforcing controls 
through effective risk management, it remains unclear if the changes will protect the company 
from downsides that may occur because of its recent transactions. Markets remain skeptical of 
the company regarding acquisitions, especially when done outside of Peru, where Alicorp has 
not generated profit. Analysts argue the company’s acquisitions outside of Peru were poorly 
executed and do not have synergies with current operations.  

IV. Conclusion 
Consumers and investors hold leverage to impact Alicorp’s ESG direction, particularly with 
regards to deforestation. The importance of ESG factors for investors – or socially responsible 
investing -- is growing, especially in Europe and the United States. It is also increasing in Latin 
America, as consumers and investors raise concerns over a variety of issues ranging from 
climate change to executive pay to gender equality.25 It is important for Alicorp, given investor 
skepticism of the company, to progress on reducing its exposure to deforestation risks by 
making clear a time-bound and specific target so it can catch up to its peers, such as Grupo 
Palmas and international FMCGs, which have zero-deforestation commitments. Moreover, 
financial regulators in Peru and other jurisdictions are increasingly turning the knobs on both 
company issuers and institutional investors, namely pension funds, to achieve a more 
responsible investing through better corporate governance and transparency. This pressure 
will only grow over time. Even though Alicorp is behind the curve, it is now presented with an 
opportunity to gain trust among consumers and investors. 
 

 

 

                                                        
24 Taylor, Michael. “Norway’s wealth fund ditches 33 palm oil firms over deforestation.” Reuters. February 28, 2019. 
https://www.reuters.com/article/us-norway-pension-palmoil/norways-wealth-fund-ditches-33-palm-oil-firms-over-
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25 Pai, Laxman. “Latin American investors reveal growing importance of ESG/SRI metrics.” Opalesque. May 30, 
2019. https://www.opalesque.com/673722/Latin_American-investors-reveal-growing-importance-of-
ESGSRI372.html 
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