
1

GLOBAL DAIRY   
UPDATE 
AUSTRALIA

DECEMBER 2016

• Fonterra spreading the Christmas cheer.

• New Zealand, Australia and Europe continue 
to see decreased milk production while 
United States growth is maintained. 

• Solid growth in exports for the month across 
all the major exporting regions, but the US 
remains down for the last 12 months.

• China import growth rebounded, Asia and 
Latin America import growth continues 
but imports to the Middle East and Africa 
remain soft.

• The Fonterra Foodservice Business prepares to launch the 
next wave of culinary leaders.

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

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

West
Transport Office 
+61 3 5595 1606
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OUR MARKETS

October production 
decreased 11% compared 
to October last year, as milk 
supply continued to be 
impacted by unfavourable 
pasture conditions. 
Collections have been 
impacted across all large 
producing states including 
Victoria, NSW and Tasmania.

Total milk production for 
October was down 5% 
compared to October last 
year. Milk supply generally 
peaks in October and recent 
challenging conditions have 
had significant impacts on peak 
volumes with lower volumes 
expected to flow through the 
remainder of this season.

Production decreased for the 
fourth consecutive month 
with September down 3% 
compared to September 
last year. Many of the large 
producers continue to see 
decreased production with 
the UK down 8%, France 
down 7%, Germany down 3% 
and Ireland down 4%.

US October production 
increased 3% compared to 
October last year, supported 
by increased cow numbers 
compared to October 2015. 
Milk production for the 12 
months to October increased 
2% compared to the same 
period the previous year.

Dairy exports for the 12 
months to September are 
up 40,000 MT, compared to 
the same period the previous 
year. Largest contributors 
to this growth were infant 
formula and fresh milk, up 
179% and 24% respectively. 

Milk powders led the increase 
in New Zealand exports in 
September with WMP and 
SMP up a combined 20%, or 
16,000 MT compared to the 
same period the previous year. 
Fresh milk increased 58% but 
off a significantly lower base.

EU dairy exports increased 
14% in August, or 53,000 MT, 
compared to the same period 
the previous year, reversing the 
slowing growth seen since April 
2016. The increase was due to 
infant formula up 26%, whey 
powder up 24%, cheese up 19% 
and fresh milk up 18%.

US dairy exports increased 5% 
in September, or 8,000 MT, 
compared to the same period 
the previous year.  The change 
was a result of whey powder 
up 39%, fresh milk up 20% and 
SMP up 6%, partially offset by 
lactose which led the product 
decreases at 11%.

China dairy imports increased 
15%, or 19,000 MT, in October 
compared to the same month 
last year, reversing the drop 
seen in the prior month. This 
increase is largely a result of 
infant formula up 31%, fluid and 
fresh dairy up 19% and whey 
powder up 9%.
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OUR MARKETS

DAIRY COMMODITY PRICES

Australian dollar trend 

Global pricing

Local factors affecting 
farming  conditions

The Australian dollar has 
dropped about US2.5¢ since 
December 14th when the US 
central bank lifted rates for the 
second time since the global 
financial crisis and signalled it is 
likely to move three times next 
year, rather than the two it had 
previously predicted.

Hay
There continues to be little 
demand to meet the growing 
supply of hay.  Enormous yields 
are resulting in large volumes 
being produced in the key hay 
making areas as well as lesser 
known regions.  Feed tests 
show quality is still well behind 
the previous year however 
weeks of dry weather have 
limited the amount of mouldy 
hay.  Prices this year have 
remained well back from the 
previous year due to the low 
quality and growing oversupply.  
Farmers advise that this year 
will be a ‘buyers market’ for hay.

Grain
Harvesting for barley has now 
begun in areas of the Mallee.  
Rainfall has caused harvest 
delays in wheat.   There is talk of 
a record wheat crop but at this 
stage it is too early to tell.  

The USDA is anticipating 
Australian wheat yields 
to reach a record 2.19t/ha 
assuming that the harvested 
area is 12.9 million hectares.  
Global wheat supplies are 
considerably higher than 
current demand as a 24% 
stocks-to-use ratio looms for 
the 2016/17 crop year.

Weather
Summer rainfall is likely to be 
below average. The December 
outlook shows a drier month 
with warmer days for most of 
the country.  This outlook is 
strongly influenced by a climate 
driver called the Southern 
Annular Mode. It is expected 
to be in a negative phase in 
December. When this happens 
in summertime, weather 
systems are further north 
than usual, meaning Australia 
experiences higher pressures than 
normal. This is typically associated 
with reduced rainfall and higher 
Australian temperatures.

SOURCE: GlobalDairyTrade SOURCE: Dairy Australia, November Pricing 
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2,596USD 3,580USD 4,500USD 3,900USD

SMP WMP BUTTER CHEDDAR

Change vs. 12-month Rolling 
Average of USD 2,010/MT

Change vs. 12-month Rolling 
Average of USD 2,463/MT

Change vs. 12-month Rolling 
Average of USD 3,392/MT

Change vs. 12-month Rolling 
Average of USD 3,296/MT

29.2 45.3 32.7 18.3% % % %

SOURCE: Reserve Bank of AustraliaSOURCE:  smh.com.au

SOURCE:  Dairy Australia SOURCE:  Dairy Australia SOURCE:  Bureau of Meteorology

GDT Event 178, held 20 December, resulted in a decrease of 0.5%.  This was the first decline since October.
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OUR COMMUNITY

The Proud to be a Chef 
programme provides 
great exposure to 
leading brands. 

Our award-winning 
Foodservice business has 
experienced good volume 
growth in the past two years, 
largely due to its channel-led 
strategy and functional, quality 
dairy foods. 

A key component of 
its channel-led strategy 
is its Proud to be a Chef 
programme.

Jeff Dhu, Director of 
Foodservice, says that our 
Proud to be a Chef programme 
is an important part of our 
strategy here at Fonterra. 

“We know there is a shortage 

of apprentice chefs in Australia 
with more than 3,000 chefs 
needed across the country. 
The Fonterra Proud to Be a 
Chef Programme is our way 
of encouraging and rewarding 
the future culinary leaders 
of tomorrow for their hard 
work and dedication to 
the profession. 

“At the same time, we are 
familiarising today’s up 
and coming chefs with the 
functionality of our Western 
Star™, Anchor™ and Perfect 
Italiano™ products.”

Fonterra has selected 34 
of Australia’s most talented 

apprentice chefs to participate 
in the 18th annual Fonterra 
Proud to be a Chef programme 
in February next year.

The chefs participate in a 
four-day programme of field 
tours, up-skilling workshops, 
and mentoring with some of 
Australia’s top chefs.

The standout apprentice 
will not only be crowned 2017 
Fonterra Proud to be the Chef 
winner, they will also receive 
an international culinary 
scholarship tailored to their 
personal interests and goals as 
a professional chef.

Fonterra spreading the 
Christmas cheer

Fonterra has been out 
spreading Christmas cheer in 
the community this month, 
stopping by South West 
Healthcare’s Warrnambool 
Base Hospital to deliver 
gifts and Christmas cheer 
to patients.

Fonterra’s Dennington 
Social Club Committee 
co-ordinated Santa’s 
Christmas visit, now in its 
86th year, with the team at 
Dennington helping to hand 
out gifts, standing in for 
Santa’s elves, who were unable 
to make the trip so close to 
Christmas Eve. 

Randall Ferguson, Site 
Manager – Dennington, 
said Fonterra was proud to 
give back to the community 
that had supported the 
Dennington site for over 
100 years.

“Warrnambool Base 
Hospital is integral to our 
community, ensuring that 

patients can be treated 
locally, nearer their families, 
rather than needing to travel 
to Geelong or Melbourne 
for treatment.

“We’re honoured to work 
alongside them, as we have for 
86 years running, to host Santa 
and spread Christmas joy.” 

As they have for the past 
13 years, the talented youth 
of local theatrical group The 
Holiday Actors Inc. also joined 
in the festivities to fill the 
wards with angelic renditions 

of popular Christmas carols. 

“The beautiful voices of 
The Holiday Actors Inc. really 
helped everyone get into the 
Christmas spirit”.

“Thanks to South West 
Healthcare for hosting Santa 
and allowing us to help share 
the joy – the annual event is 
the highlight of our calendar, 
and the team are so proud to 
be part of it,” says Randall.
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