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INTERNATIONAL DAIRY MARKET NEWS - OCEANIA 
Information gathered October 17 - 28, 2016 

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 Future reports may be included or withdrawn depending on availability of information.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. 

Milk production expectations for Australia are being revised lower. 
According to Dairy Australia, September 2016 milk production in Aus-
tralia was 10.2% below September 2015. The state changes from Sep-
tember a year earlier are: New South Wales, -6.4%; Victoria, -12.2%; 
Queensland, +3.5%; South Australia, -13.7%; Western Australia, -0.9% 
and Tasmania, -7.3%. Each state’s percentage of total Australian pro-
duction, is: New South Wales, 11.7%; Victoria, 66.7%; Queensland, 
4.3%; South Australia, 4.6%; Western Australia, 3.9%; and Tasmania, 
8.8%. Reasons for the lower production include continuing producer 
dissatisfaction with recent pricing decisions. This has resulted in a num-
ber of producers seeking alternate outlets for their milk. Because many 
other processors are limited by capacity in terms of accepting new milk 
sources, there has been an increase in culling cows. Wet conditions in 
Northern Australia and Western Victoria have further impacted milk 
production. This is already leading to expectations that October milk 
production will be lower than October last year, leading to revisions of 
previous predictions of slightly lower October production. Some ana-
lysts are pondering 12 month production being lower than volumes for 
a number of years, historically low milk production.  
New Zealand milk production dur ing September , as repor ted by 
DCANZ, was up from August 1.1% on a volume basis and up 0.3% on 
a milk solids basis. However, season to date milk volume through Sep-
tember was down 0.2% and down 0.8% on a milk solids basis. Produc-
tion for 12 months through September was down 0.8% on a volume 
basis and down 0.9% on a milk solids basis. September milk production 
was 2.57 million MT, up from 1.34 million MT in August. During Sep-
tember 2015, milk production was 2.54 million MT. September milk 
solids, 210.11 million kg, are up from 113.13 million kg in August. 
During September 2015, milk solids were 209.49 million kg. However, 
there are increasingly voiced expectations that production in December 
and January, typically among the highest producing months, will be 
sufficient to result in seasonal production higher than last season. A 
new initiative to produce and export butter from grass fed milk is 
underway. This is expected to create a new outlet for New Zealand 
milk, a substantial portion of which is be exported rather than being 
consumed domesticlly. Hopes are high that the increasing global 
interest in grass fed dairy products will lead to a significant outlet for a 
higher return dairy product, grass fed butter. At the October 18 GDT 
event #174, average prices ranged from 4.5% lower to 5.6% higher 
from the prior event across categories. The all contracts price averages 
(US$ per MT) and percent changes from the previous averages are: 
anhydrous milk fat, $5,007 +1.1%; butter, $3,984 +2.6%; buttermilk 
powder, $2,583 +0.2%; cheddar cheese, $3,290 -3.7%; lactose, $780 
+5.6%; rennet casein, $6,286 -4.5%; skim milk powder, $2,204 -0.3%; 
and whole milk powder, $2,760 +2.9%.   

BUTTER: Oceania butter  pr ices firmed at the bottom of the pr ice 
range to the highest low end level of 2016, but are unchanged at the 
top, also the highest of 2016. Stocks of butter are being drawn down. 
There is little expectation of production significantly increasing in com-
ing weeks, which some observers believe may support prices trending 
up looking forward. GDT event 174 on October 18 yielded butter prices 
for the November 2016 contract down 4.8%, but for all contracts up 
2.6%.

82% BUTTERFAT:                            3,975 - 4,025            

SKIM MILK POWDER (SMP): Skim milk powder  pr ices in Oce-
ania weakened at each end of the price range. This represents a retreat 
from the 2016 peak of SMP prices 4 weeks ago. While regional milk 
supplies available to make SMP are tighter, the large stocks of SMP 
held in Europe are a concern in Oceania. In particular, uncertainty as to 
how and when the EU will move SMP held by the intervention pro-
gram into markets is causing nervousness and weaker prices. GDT 
event 174 on October 18 yielded SMP prices for the November 2016 
contract down 3.6% and for all contracts down 0.3%. 
        
1.25% BUTTERFAT:                          2,175 - 2,350  

CHEDDAR CHEESE: Cheddar  pr ices in Oceania weakened at 
each end of the price range. This decline pulled prices back from 2016 
highs. It is believed that recent substantial export activity having 
slowed, markets are reacting to the relatively quick slowing of export 
volumes. GDT event 174 on October 18 yielded cheddar prices for the 
November 2016 contract down 13.9% and for all contracts down 3.7%. 
        
39% MAXIMUM MOISTURE:                     3,475 - 3,750        

     
WHOLE MILK POWDER (WMP): Whole milk powder  pr ices in 
Oceania firmed at the bottom of the price range but remained un-
changed at the top. The strength in WMP prices reflects both the im-
portance of WMP to the region, and the importance of the region to 
supplying global WMP markets. With weaker milk production, con-
cerns about milk volumes that will be available to manufacture WMP 
in coming months caused heightened current buying interest this week, 
strengthening prices. GDT event 174 on October 18 yielded WMP 
prices for the November 2016 contract up 2.3% and for all contracts up 
2.9%.

 26% BUTTERFAT:                            2,750 - 2,900      

   
   Exchange rates for selected foreign currencies:  
 October 10, 2016  

  .0659 Argentina Peso  .0096 Japan Yen  
  .7611 Australian Dollar  .0539 Mexican Peso           
  .7526 Canadian Dollar     .7138 New Zealand Dollar 
1.0881 Euro       .2521 Poland Zloty 
  .0150 India Rupee 
      
Conversion example: To compare the value of 1 US Dollar to Mexican 
Pesos: (1/.0539) = 18.5529 Mexican Pesos. Source: "Wall Street Jour-
nal"  
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