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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 Future reports may be included or withdrawn depending on availability of information.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 continuing to build with some 
manufacturers showing intake volumes just above year ago levels.  
The good weather and forage conditions that led to the strong finish 
for the 2013-14 season have prevailed and have led to a good start 
to the new season.  Temperatures are increasing and will improve 
pasture grass growth in the major dairy producing states.  Dairy 
markets and manufacturers are still adjusting to the impact of the 
Russian embargo on Australian imports.  Manufacturers are still 
making butter and skim milk powder in lieu of whole milk powder, 
due to the better returns, but the marginal advantage is declining.  
The Russian ban has raised concerns with producers that farmgate 
prices could be at risk, but various manufacturers are attempting to 
reassure producers that the outlook for the newly started season 
remains positive and should provide for step ups, rather than step 
downs in pricing.  Various manufacturers have capacity available 
and are looking to expand their milk supply. According to Dairy 
Australia, July 2014 milk production in Australia was 1.5% above 
July 2013. The state changes from a year earlier are: New South 
Wales, +4.4%; Victoria, +2.2%; Queensland, -8.1%; South Austral-
ia, -5.2%; Western Australia, -0.9% and Tasmania +7.1%.   NEW 
ZEALAND’S milk production is showing weekly increases.  Over-
all production volumes are just above year ago levels.  Farmers are 
very busy with calving on both the North and the South Islands.  
Weather conditions are cool and wet, making calving and producer 
operations marginally difficult.  The lower milk prices to start the 
season have narrowed producer margins significantly and will cause 
producers to be much more cautious in their purchases of feed and 
seed.  The accelerated declines in skim milk powder prices are 
prompting some manufacturers to consider swinging production to 
whole milk powder.  Butter and AMF prices showed strength on the 
prospects of increased buying from Russia. 
 
 
 
BUTTER:  Butter prices were mixed and saw substantial declines 
on the upper end of the range, caused by the lack of export opportu-
nities to Russia from Australia.  The Russian ban on Australian im-
ports has caused shipments already on the water to be diverted.  
New Zealand butter makers are receiving numerous inquiries from 
Russian buyers. There is some hesitancy to commit large volume 
sales at this time, given the uncertainties surrounding the Russian 
market.  There are also discussions and negotiations, prior to sales 
to Russia, to further expand the list of New Zealand plants approved 
to export to Russia.  Export demand is mixed with some increased 
interest coming from the Middle East and North Africa.  At the Au-
gust 19 GDT event #122, NZ unsalted butter averaged $2,985/MT 
for the October contracts, +7.6% from the prior event.  Butter for all 
regions and contracting periods averaged $2,940/MT, +4.9%.  New 
Zealand AMF prices averaged $3,583/MT for the October contracts, 
+3.3% from the prior event.  For all contract periods, the AMF price 
average was $3,566/MT, +3.6%.  According to GTIS, China’s but-
ter imports for July were nearly level with the previous month, but 
well above year ago levels.  China’s January to July butter imports 
show a 121% increase, compared to last year.  China’s AMF im-
ports increased in July with the January to July totals 114% above 
year ago levels.  New Zealand is the major exporter to China for 
both commodities. 
  
82% BUTTERFAT:                                                       2,775 - 3,550  
 

SKIM MILK POWDER (SMP):  Skim milk powder prices de-
creased this period as concerns of expanded global supplies 
weighed on prices.  Export demand is sluggish with many buyers 
taking a wait and see attitude.  Production is increasing as milk 
flows expand and supplies are building.  At the August 19 GDT 
event 122, SMP for all regions and contracting periods averaged 
$2,874 per MT, -12.0%.  For trading in contract period 1, October 
2014, prices averaged $2,785 for NZ sourced medium heat product, 
down $390 from the prior event.  According to GTIS, China’s im-
ports of skim milk powder increased substantially in July, com-
pared to June with nearly all of the increase attributable to imports 
from New Zealand.  The January to July totals show China’s SMP 
imports 68% over year ago levels.  
 
1.25% BUTTERFAT:                                  2,775 - 3,350         
 
 
 
CHEDDAR CHEESE:   The cheddar market saw price declines 
again this period, pressured by the increases to global supplies 
caused by the Russian ban on EU, Australian and U.S. imports.  
Production is increasing as milk flows expand.  Some contracts are 
coming up for negotiations.  Supplies are moving through contracts 
with limited increases to inventories.  According to GTIS, China 
cheese imports for the January to July period are up 56% over year 
ago levels.  In July, Australia shipped marginally more cheese to 
China than New Zealand. 
                                                                  
39% MAXIMUM MOISTURE:                                    3,600 - 4,400         
 
 
 
WHOLE MILK POWDER (WMP):  Prices for whole milk pow-
der were mixed and saw the price range narrow.  The price increase 
on the low end of the range could possibly mean a price floor is 
being established.  Manufacturers are closely monitoring the nar-
rowing price advantage of SMP and butter over whole milk powder 
for possible production shifts, in order to produce the commodity of 
highest return.  Ultimately, the key question in the whole milk pow-
der market is, when will China re-enter the market with significant 
volume purchases?  There has been some increased interest coming 
from China with additional requests for offers, but few transactions 
have been completed.  At the August 19 GDT event 122, the WMP 
pricing index, across all contracting periods, averaged $2,804 per 
MT, up 3.4% compared to the prior event.  For contract periods 1 
and 2, October and November 2014, NZ regular WMP averaged 
$2,735 and $2,785 per MT.  According to GTIS, China’s whole 
milk powder imports for July declined for the fourth consecutive 
month, but remained above year ago levels.  January to July whole 
milk powder imports into China are cited at 68% above year ago 
levels. 
                                                                  
26% BUTTERFAT:                                                    2,725 - 3,300         
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