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INTERNATIONAL DAIRY MARKET NEWS - OCEANIA 
 

Information gathered March 31 - April 11, 2014 
Prices are U.S. $/MT, F.O.B. port. Information gathered for this report is from trades, offers to sell, and secondary data. This bi-weekly report may not always contain the same 
products and/or regions. Future reports may be included or withdrawn depending on availability of information. MT = metric ton = 2,204.6 pounds. 
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AUSTRALIAN milk production is trending lower, approaching sea-
sonally low levels, typically seen from April through June.  The au-
tumn rains have yet to arrive, restricting forage growth in non-
irrigated fields.  Temperatures remain fairly warm, so if timely rains 
do arrive, there may be a marginal bump up in milk production.  Pro-
ducer margins remain positive, but are narrowing as feed costs are 
inching higher.  Numerous dairy manufacturers are focused on the 
production of butter and various cream products for the upcoming 
Easter/Passover holidays and, as a result, milk powder production has 
been focused on skim milk powder, rather than whole milk powder.  
The recent trade agreement between Australia and Japan met a cool 
reception with numerous members in the Australian dairy industry, 
because of the lack of movement on tariff levels for fresh cheese.  
According to Dairy Australia, February 2014 milk production in Aus-
tralia was 1.5% above February 2013. The state changes from a year 
earlier are: New South Wales, -7.9%; Victoria, +4.3%; Queensland, -
7.9%; South Australia, -7.4%; Western Australia, -1.8% and Tasma-
nia +7.9%. Australia's milk production season to date is -1.8%, com-
pared to last season.  Dairy Australia states exports for the July-
February period total 490.8 thousand tons, down 9.2% from the year 
ago period. The largest export categories are skim milk powders 
(SMP) and whole milk powders (WMP). The total value of export is 
19.7% higher over the prior year period. The highest value items are 
WMP and SMP.  NEW ZEALAND milk production trends are mixed 
between the North and South Islands, but overall milk production 
remains very positive with March production estimates near 7% above 
year ago levels.  The North Island is becoming increasingly dry, caus-
ing decreases in production due to decreased forage regrowth.  Pro-
ducers are managing and culling their herds to maximize milk produc-
tion with the available feed supplies.  The situation on the South Is-
land is significantly better, with adequate rains and good pastures.  
The prolonged milk production season has allowed dairy product 
manufacturers to build adequate supplies to cover contract needs for 
the upcoming carryover period.  Large investments are being made to 
increase whole milk powder manufacturing in New Zealand for the 
next season.  Producers are also looking to expand herds and increase 
milk production.  Dairy product prices have weakened, due to global 
milk production increases and a decline in sales to China following 
their significant milk powder purchases during January and February.  
At the April 1 GDT event #113, average prices ranged from 15.0% 
lower to 5.5% higher from the prior event across categories. The all 
contracts price averages (US$ per MT) and percent changes from the 
previous average are:  anhydrous milk fat, $4,062 -11.3%; butter, 
$4,040 -11.0%; buttermilk powder, $4,211 -15.0%; cheddar cheese, 
$4,438 -3.5%; lactose, $1,530 n.a.; milk protein concentrate, $8,436 -
4.3%; rennet casein, $11,105 +5.5%; skim milk powder, $4,126 -
9.6%; and whole milk powder, $4,033 -8.4%.         
 
 
 
BUTTER:  The Oceania butter market has stalled and prices have 
retracted as the largest export markets have reduced purchases.  The 
once strong demand from Russia has all but vacated the Oceania mar-
ket.  A majority of global production is geared to the upcoming East-
er/Passover holidays.  Many buyers are holding off purchases until 
after the holidays, hoping the increased global production will provide 
greater availability and lower prices.  Oceania production is covering 
domestic contracts with only marginal increases in supplies.  Some 
manufacturers are offering product at a discount in order to better 
manage supplies, prior to the end of the season.  AMF prices continue 
to decline and export interest has diminished.  Buyers are purchasing 
for immediate needs only, unwilling to build inventories on a down-

ward trending market.  At the April 1 GDT event 113, NZ unsalted 
butter averaged $3,920/MT for the June contracts, and all regions 
$4,040/MT for all contract periods, -11.0%.  AMF prices averaged 
$4,038/MT for the June contracts, -11.4% from the prior event.  For 
all contract periods, the AMF price average was $4,062/MT, -11.3%.   
                                                                  
82% BUTTERFAT:                             3,850 - 4,450           
 
 
SKIM MILK POWDER (SMP):  Oceania SMP prices and demand 
have declined.  The increased demand for cream in Oceania, ahead of 
the Easter/Passover holidays, has led to some increases in SMP pro-
duction.  Most manufacturers have adequate supplies to cover their 
future contracts for the remainder of the production season.  Demand 
has declined as numerous buyers have backed away from the market, 
anticipating the increases in production in the northern hemisphere 
could further pressure prices lower.  Supplies are available with prices 
for near term delivery at the upper end of the range, while deliveries 
further out are at the low end of the range.  Manufacturers in the re-
gion see increased risk holding uncommitted SMP stocks as EU pro-
duction increases and they offering product at lower prices to better 
manage inventories.  Export interest  in Southeast Asia is active, but 
buyers are cautious.  At the April 1 GDT event 113, SMP for all re-
gions and contracting periods averaged $4,126 per MT, -9.6%.  For 
trading in contract period 2, June 2014, prices averaged $4,130 for 
NZ sourced medium heat product, down $670 from the prior event.  
For June sales, the price gap between NZ and U.S. sourced MH SMP, 
at $4,130, was $0/MT.  
                                                                  
1.25% BUTTERFAT:                          4,125 - 4,700           
 
 
CHEDDAR CHEESE:  Oceania cheese markets are steady to weak.  
Production is near the seasonal low point and geared to covering con-
tracts.  Spot market activity is very limited.  Cheese production in 
Australia has shown monthly declines from October to February.  
Dairy Australia’s February data showed cheese production down 
13.4% compared to year ago levels. The 2014 year to date totals are 
11.7% below year ago levels.  The favorable margin differentials for 
skim and whole milk powders, compared to cheese, had been the 
leading factors contributing to the decline in cheese production. 
                                                                  
39% MAXIMUM MOISTURE:                      4,600 - 5,300           
 
 
WHOLE MILK POWDER (WMP):   Whole milk powder prices 
declined significantly as China has adequate supplies and has de-
creased purchases.  Production in the region is almost exclusively in 
New Zealand, due to cream demand increases in Australia.  Some 
contacts feel the market will continue to experience downward pres-
sure and decreased export activity for a number of weeks to come.  
Some buyers are holding off purchases, anticipating market prices 
will move lower.  The recent declines in prices and market activity 
were anticipated by many in the industry after the record breaking 
export volumes in January and February.  At the April 1 GDT event 
113, the WMP pricing index, across all contracting periods, averaged 
$4,033 per MT, down 8.4% compared to the prior event.  For contract 
periods 1 and 2, May and June 2014, NZ regular WMP averaged 
$3,925 and $3,930 per MT.  
                                                                  
26% BUTTERFAT:                            3,925 - 4,800           
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