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Information gathered December 8 - 19, 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 Future reports may be included or withdrawn depending on availability of information.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, but remains 
above year ago levels.  Seasonal production forecasters are call-
ing for a 1%-2% gain over last year.  In contrast to last year, 
more milk is being channeled to SMP and cheese production in 
lieu of WMP production, due to the better returns.  Below aver-
age rainfall over most of the country, in combination with in-
creasing temperatures, is beginning to pressure dairy producers 
to start or increase supplemental feeding.  The recently conclud-
ed Korea-Australia Free Trade Agreement may boost Australian 
exports in the near future, due to an early introduction of reduced 
tariffs.  Hay harvesting is near completion in most areas.  In gen-
eral, quality was up, but volumes were down.  Hay prices are 
variable and dependent on region and rainfall within the region.  
Good quality hay is in good demand.  Producers in the dry areas 
of Victoria have begun feeding their 2014 silage, which is earlier 
than usual.  Dairy Australia reports dairy product exports for the 
July-October period totaling 225.5 thousand MT, up 2.5% from 
the year ago period. The skim milk powder (SMP) exports were 
up 28% from the same period last year. The total value of ex-
ports for the July-October period is down 8.8%.   New Zealand 
milk production remains above year ago levels, but the increases 
over last year’s levels are declining.  Lower export prices for 
milk powders have led to significantly lower farmgate prices 
compared to a year ago.  Producers are taking measures to re-
duce costs wherever possible.  It is likely that supplemental feed-
ing will be reduced or eliminated and the milk production season 
will be shortened as cows are dried off more quickly than last 
year.  Some cooperative forecasters have significantly reduced 
this season’s forecast to show no increase over last year, due to 
the bearish factors now affecting milk production.  Rabobank’s 
December Rural Confidence Survey shows dairy producer ex-
pectations for their farm business performance at its lowest since 
2009.  At the December 16 GDT event #130, average prices 
ranged from 9.5% lower to 10.8% 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, $4,200 +10.8%; butter, $3,145 +10.4%; buttermilk 
powder, $2,466 -9.5%; cheddar cheese, $3,002 -0.6%; lactose, 
n.a.; rennet casein, $7,576 +4.5%; skim milk powder, $2,320 
-3.2%; sweet whey powder, n.a.; and whole milk powder, $2,270 
+1.4%.   
 
 
BUTTER:  Butter prices improved again this reporting period 
with increases on both ends of the range.  Butter production is 
active as global demand for fat is stronger than for protein.  Aus-
tralian production is focused on domestic needs prior to the year-
end holidays.  Export demand is fairly good from Southeast Asia 
and the Middle East.  Some exports have also gone to Russia.  
Most manufacturers are comfortable with their current invento-
ries.  Butteroil demand reflects the fairly good demand for butter 
with strong pulls from Southeast Asia.  At the December 16 
GDT event #130, NZ butter averaged $3,171/MT for the Febru-
ary 2015 contracts, +9.7% from the prior event.  Butter for all 
regions and contracting periods averaged $3,145/MT, +10.4%.  
New Zealand AMF prices averaged $4,211/MT for the February 
 

2015 contracts, +11.9% from the prior event.  For all contracting 
periods, the  AMF price average was $4,200/MT, +10.8%.   
 
82% BUTTERFAT:                                                3,000 - 3,600         
 
 
SKIM MILK POWDER (SMP):  Prices for SMP were un-
changed this reporting period.  The SMP market is very compet-
itive with plenty of global supplies available.  Production in the 
region is active and supplies are building, though not described 
as burdensome.  Export demand has been fairly steady with 
sales described as “ticking along.”  The market has a bearish 
undertone due to the readily available international supplies and 
prices nearing intervention levels in Europe.  At the December 
16 GDT event 130, SMP for all regions and contracting periods 
averaged $2,320 per MT, -3.2%.  For trading in contract period 
2, February 2015, prices averaged $2,285 for NZ sourced medi-
um heat product, down $100 from the prior event.   
                                                                  
1.25% BUTTERFAT:                                               2,200 - 2,600        
 
 
 
CHEDDAR CHEESE:  Cheddar prices decreased on the upper 
end of the range.  Cheddar returns are fairly good compared to 
other dairy commodities, and as a result additional milk flows 
are being channeled to cheddar production.  Buyers are aware 
there is plenty of competition on the international market and are 
negotiating lower prices.  Export demand is best coming from 
Japan and Korea.  Australian production and supplies are fo-
cused on domestic needs, restricting available supplies for ex-
port.   
 
39% MAXIMUM MOISTURE:                               3,400 - 4,000        
 
 
 
WHOLE MILK POWDER (WMP):  Whole milk powder 
prices increased marginally on the low end of the range, reflect-
ing some bounce back from the declines experienced in the pre-
vious report.  Whole milk powder is bringing lower returns com-
pared to butter, SMP and cheddar, and as a result, milk flows are 
being diverted away from WMP production where possible.  
Some manufacturers in Australia are nearly finished with their 
WMP production for the season.  Demand from China continues 
to be lackluster and below year ago levels.  Exports into North-
ern Africa have been fairly good and have eased some concerns 
regarding burdensome inventory supplies to date.  At the De-
cember 16 GDT event 130, the WMP pricing index, across all 
contracting periods, averaged $2,270 per MT, up 1.4% com-
pared to the prior event.  For contract periods 2 and 3, February 
2015 and March 2015, NZ regular WMP averaged $2,210 and 
$2,220 per MT.  
                                                                  
26% BUTTERFAT:                                                  2,200 - 2,700        
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