
1

GLOBAL DAIRY   
UPDATE 
AUSTRALIA

AUGUST 2016

KEY DATES

Our communities are vital to our business, which is why we are 
dedicated to giving back to the community.

• Tree planting day held at Spreyton site.

• Woodford Fire brigade gain benefit from sponsorship.

• Warrnambool SLSC purchase new rescue boards.

• European milk production growth is at its 
lowest level since early 2015, increasing only 
1% compared to May 2015.

• New Zealand production down 2% for the 12 
months to 30 June 2016.

• Global dairy exports remain strong, excluding 
the United States, which continues to 
see increased domestic demand and less 
competitive export prices.

• China continues its strong recovery from last 
year, Latin America continues to see solid 
import growth, while Asia, Middle East and 
Africa imports have softened.

• Fonterra Australia invests $6.2 million to boost Cobden 
coolroom capacity.

• Consumer shift continues back to butter for spreading 
and cooking.

28-29 September 2016  
South Gippsland Dairy Expo

4-6 October 2016 
Elmore Field Day

16 November 2016  
BSC Annual General 
Meeting, Warragul

19 November 2016 
Noorat Show
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OUR MARKETS

Late season milk production 
has been heavily impacted by 
the reduction in Australian 
milk prices to align with global 
dairy prices.

Production for the 12 months 
to June is down 2% compared 
to the same period the 
previous year.

In New Zealand, volumes are 
low due to the seasonality of 
supply at this time of year. 

For the 12 months to June, 
milk production is down 2% 
compared to the same period 
the previous year.

EU production in May 
increased 1% compared to the 
same month last year.

This is the third consecutive 
month where the rate 
of production growth 
has decreased.

US production in June 
increased 2% compared to the 
same month last year.   

The United States Department 
of Agriculture has reviewed its 
forecast milk production for 
2016 to be 1.9% up on 2015.

Australia dairy exports in May 
increased 35%, or 19,000 MT, 
compared to the same month 
last year. This significant 
increase was largely a result of 
whey powder up 200%, SMP 
up 46%, liquid and fresh dairy 
up 37% and WMP up 12%.

Total New Zealand dairy 
exports in June increased 33%, 
or 65,000 MT, compared to 
the same month last year. 
Increases were seen across all 
of the major dairy categories, 
in particular SMP up 69% and 
WMP up 16%.

EU dairy exports increased 
12% in April, or 48,000 MT, 
compared to the same month 
the previous year. Increases 
were seen across all of the 
major dairy categories 
excluding SMP which 
decreased 27%.

Exports for the 12 months to 
May are down 8%, or 176,000 
MT, compared to the same 
period last year. This is driven 
by whey powder down 22%, 
cheese down 19% and SMP 
down 3%.

China continues its strong 
recovery from last year, Latin 
America continues to see 
solid import growth, while Asia, 
Middle East and Africa imports 
have softened.
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OUR MARKETS

DAIRY COMMODITY PRICES

Australian dollar trend 

Global Pricing
Two positive GDT results 
in August have seen some 
improvement in all products 
(SMP/WMP reflected below).  

Last time GDT reached this 
level was October 2015 when 
the exchange rates was $0.71.

Butter and cheddar have had 
some improvement during 
these two trades, prices 
reflected below are from 

Dairy Australia for July. As 
with last month, our full year 
milk price forecast remains 
unchanged.

Local factors affecting 
farming  conditions

The dollar continued a 
slight upward trend in July 
despite a number of key 
analysts predicting a fall. The 
average for July was $0.756. 
It continued to strengthen 
following the RBA interest 
rate cut announced on 
3 August, however not to 
the extent seen after the 
rate cut in early May. Given 
the significant impact the 
value of the Australian dollar 
has on farmgate returns we 
remain cautious.

Hay

As pasture availability has 
increased in recent weeks, 
demand for hay has fallen.  
Some prices have eased, 
mostly at the bottom end of 
the pricing scale. 

Dramatic, widespread 
changes in demand and/or 
pricing are not expected now 
until the new season’s crop 
enters the market.

Grain

Domestic wheat prices have 
reacted to falls on the global 
markets, dropping to levels 
not seen since 2012.

Despite some concerns 
around the soggy nature 
of the Australian crop, 
Rabobank is predicting a 10% 
increase in harvest YOYO.

Expect wheat prices to 
remain at similar levels over 
the coming months.

Weather

The current negative Indian 
Ocean Dipole (IOD) pattern 
is expected to continue to 
the end of spring. Historically 
this brings above average 
rainfall and cooler days to 
southern Australia which is 
consistent with the outlook. 
Waters along the eastern 
coast including Tasmania, 
are also warmer than normal. 
With favourable weather 
patterns, this can result in 
increased localised rainfall.

SOURCE: GlobalDairyTrade SOURCE: Dairy Australia, July Pricing 
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SMP WMP BUTTER CHEDDAR

Change vs. 12-month Rolling 
Average of USD 1,876/MT

Change vs. 12-month Rolling 
Average of USD 2,227/MT

Change vs. 12-month Rolling 
Average of USD 3,154/MT
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Average of USD 3,200/MT
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SOURCE: Reserve Bank of Australia

SOURCE:  Dairy Australia SOURCE:  Rabobank SOURCE:  Bureau of Meteorology
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Fonterra Australia continues 
to invest in the future of 
Australian dairy, with a 
$6.2 million investment to 
expand the coolroom at its 
Cobden spreads plant, home 
of Western Star™, Australia’s 
favourite butter.

The coolroom expansion, 
beginning this week, will 
increase storage capacity of 
butters and spreads once 
they come off the production 
line, enabling the storage of 
more products to keep up 
with growing demand.

Fonterra Australia Regional 
Operations Manager West 
Andrew Nooy said the 
investment is necessary 
to make more room for 
Western Star™, with sales 
of the award-winning butter 
reaching $150 million last 
year, and continuing to grow.

Western Star™ is going 
from strength to strength, 
winning a bigger slice of 
the butter and spreads 
market as consumers 
shift back to eating 
more natural foods and 
incorporating it into 
their cooking.

One pack of Western Star™ 
Butter is sold every minute in 
Australia, and the coolroom 
expansion will give us 
plenty of room to keep up 
with demand. 

The expansion will also 
use innovative technology, 
including Automatic Guided 
Vehicles (AGVs) to take 
finished product off the 
line and stack away into 
flow-through pallet racking, 
increasing efficiency.

AGVs and flow-through 
pallet racking are already 
in use in our state-of-
the-art beverages plant, 
and are highly efficient, 
as they reduce handling 
of the finished product 

said Andrew.

Importantly, introducing 
the same technology to 
the spreads coolroom 
will improve the safety of 
the site for our people by 
segregating pedestrians and 
forklifts, reducing the risk of 
a collision. 

With Cobden now Fonterra’s 
largest Australian site, 
employing over 300 people, 
it’s critical that we keep our 
people safe.

The works will take 
approximately seven 
months to complete, with 
over 25 contractors on 
site for the duration of the 
expansion project.

Fonterra Australia invests $6.2m to boost Cobden coolroom capacity 

Your local Fonterra 
contacts

Farmer enquiries
+1800 266 674

Gippsland
Transport Office
+61 3 5624 2663

Northern Victoria
Transport Office – North 
+61 3 5484 3529
Riverina
+61 3 5859 3333

Tasmania
Transport Office – Spreyton
+61 3 6421 2123
Transport Office – Wynyard
+61 3 6442 0230

West
Transport Office 
+61 3 5595 1606

OUR COMMUNITY

Our communities are 
vital to our business, 
which is why we are 
dedicated to giving back 
to the community. 
Since 2011 we have 
supported over 300 
initiatives that focus on 
bringing communities 
together, caring for the 
environment and making our 
communities safer.  

Our sponsorship funding 
has helped to build school 
vegetable gardens, supported 
sports, community and surf 
lifesaving clubs, and aided 
the purchase of essential 
equipment for emergency 
response services.

Recently, we provided 
funding to help the 
Woodford Fire Brigade in 
south west Victoria purchase 
two new flow nozzles which 
will greatly reduce the 
water usage drawn from 
farmers’ dams. 

We’re also an ongoing 
supporter of the 
Warrnambool Surf Life 
Saving Club, and we’ve 

helped them buy two new 
rescue boards to be used for 
rescue situations, training 
and school programs. 

Across the Bass Strait, our 
Spreyton site hosted year 10 
students from Devonport High 
School who, in collaboration 
with NRM North, helped the 
team plant 150 native trees on 
the site as part of National Tree 
Day. Regular tree planting is 
part of our biodiversity plan for 
the 100-hectare site.

It was an educational day 
for the students, who also 
participated in a site tour 
and were briefed by the team 
about our environmental 
management of the site 
and grounds.
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