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GLOBAL DAIRY   
UPDATE 
AUSTRALIA

SEPTEMBER  2016

FARMGATE MILK PRICE UPDATE

• Our communities are vital to our business, which is why we 
are dedicated to giving back to the community. Recently 
we’ve been sharing dairy knowledge with the next generation 
at Spreyton.

• European milk production has decreased for 
the first time since early 2015, with volumes 
in June down 2% compared to last year.

• New Zealand and EU export growth 
continues, and the United States exports 
remain down for the last 12 months, but 
increased in June.

• China returned to strong import growth 
in the last month, and in Asia and Latin 
America growth continues. Middle East and 
Africa imports have slowed.

• $4.3 million investment announced at Wynyard cheese site to 
increase capacity by 8,000 MT.  This will allow the Australian 
business to increase cheese production by 50% when the 
Stanhope development is completed.

We have completed our September milk price review. At the start of the season, we signalled a forecast close of $5.00 per 
kgMS. Commodity prices continue to improve which strengthens our forecast of achieving $5.00 per kgMS. While we are seeing 
improvements, there is still some ongoing volatility and subsequently we are holding our current farmgate price at $4.75 per kgMS. 
We will continue to monitor commodity prices and currency. 

Fonterra’s opening season milk price included an interest deduction of 2c/kgMS applied from the start of the season (01 July 2016) 
relating to loans offered to suppliers as a result of the May 2016 milk price adjustment. Fewer than expected loans were taken out 
(44% of suppliers), and the final interest cost is 0.85c/kgMS (<$0.01/kgMS) therefore the farmgate milk price will increase by  
1.15c/kgMS and will be adjusted with future price revisions.
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In July, the first month in the 
2016/17 season, production 
decreased 10% compared to 
the same month last year.

Production in the current 
season has been heavily 
impacted as milk price aligns 
with global dairy prices.

Production for July was up 1% 
on the same month last year. 

In New Zealand, milk volumes 
are coming off the low point 
of the season. Volumes will 
continue to build over the 
coming months. 

Production in June decreased 
2% compared to the same 
month last year. 

Increased culling, less 
supplementary feeding and 
poor weather are contributing 
to this decrease. 

Production in July increased 1% 
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.

Exports in June decreased 8%, 
or 6,000 MT, compared to June 
2015, largely a result of SMP 
down 57% and WMP down 
45%.  Decreases in powders 
were offset by gains in the two 
largest export categories, liquid 
milk and fresh dairy and cheese 
up 32%, and 8% respectively. 

Exports in July increased 
15%, or 35,000 MT. With the 
exception of WMP, increases 
were seen across all major dairy 
categories, with SMP up 45%, 
butter up 46% and cheese 
up 20%.

Exports increased 6% in May, 
or 22,000 MT. Increases 
were across all major dairy 
categories excluding SMP 
which decreased 27%. 

The EU’s two largest export 
categories, fresh dairy and 
cheese, both increased 17%.

Whilst annualised exports fell 
for the last 12 months – June 
2016 increased 2% compared 
to the same month last year.

The increase in domestic 
consumption limited the 
impact on exports of the full 
production increase.

Imports for the 12 months to 
July are up 27%, or 472,000 MT. 
The largest contributions to 
China’s growth have come from 
liquid milk and fresh dairy and 
infant formula, with increases 
of 69% and 45% respectively.
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DAIRY COMMODITY PRICES

Australian dollar trend 

Global Pricing

Local factors affecting 
farming  conditions

Whilst remaining stable for an 
extended period around $0.76,  
a slight gain in mid‑September 
has now seen it back above 
that level.

The recent low of $0.72 in June 
was as a result of the Brexit 
referendum, but now sees 
the dollar trading at a level to 
before the vote.

We remain cautious of 
its current position and 
movement.

Hay
Australian spot prices for hay 
continue to be high and fairly 
stable, with good quality hay 
seemingly hard to find and 
exports keeping prices afloat. 
Perhaps due to limited good 
quality product and cash 
flow constraints and recent 
wet conditions, hay has been 
thinly traded of late, with many 
farmers relying on home‑grown 
fodder. Many are also looking 
ahead to the new season, as is 
typical for this time of year.

Grain
Excess grain continues and 
prices have dropped further 
for feed wheat and barley, both 
locally and internationally. 
At home there is plenty of 
grain around and farmers are 
predicting a bumper harvest. 
North America and the Black 
Sea region have both produced 
massive crops.  The glut of 
grain, combined with technical 
selling on prospects of rising 
US interest rates, has pushed 
international wheat futures to 
decade lows.

Weather
BOM is predicting average 
rainfall for Victoria and SA, with 
Tasmania more likely to be just 
below average. Warmer days 
are likely for nearly all regions 
with night‑time temperatures 
higher than average for much 
of the country.  Conditions 
over the past few months have 
been influenced by a negative 
Indian Ocean Dipole which 
has weakened in recent weeks. 
Climate models suggest neutral 
or near‑La Niña conditions. If La 
Niña does develop, it is likely to 
be weak and later in the season.

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

Change vs. 12-month Rolling 
Average of USD 1,911/MT

Change vs. 12-month Rolling 
Average of USD 2,269/MT

Change vs. 12-month Rolling 
Average of USD 3,196/MT

Change vs. 12-month Rolling 
Average of USD 3,225/MT

18.2 22.8 9.5 2.3% % % %

SOURCE: Reserve Bank of Australia

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

The latest GDT index saw a rise of 1.7% with momentum slowing from the previous three events.  We 
are confident of our forecast close price of $5.00 per kgMS and continue to monitor commodity prices 
and currency.
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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

Investing in cheese capacity at Wynyard 

Fonterra continues to 
invest in the future of 
Australian dairy, with a 
$4.3 million investment 
to boost cheese and whey 
capacity at our Wynyard plant 
in north‑west Tasmania. 

The investment will increase 
the plant’s cheese making 
capacity by 8,000 MT per 
annum – equivalent to 
30 Olympic‑size pools of 
processed milk every year – 
by accelerating every step of 
the cheese making process. 
The extra capacity will help 
our Wynyard plant keep up 
with the growing demand for 
Fonterra’s high quality cheese 
and whey from our domestic 

and export customers. 

This investment helps us move 
more of your milk up the value 
chain into cheese and whey, 
products that generate a much 
higher return. 

Fonterra Australia Regional 
Operations Manager South 
Steve Taylor says that the 
Wynyard factory is a key part 
of Fonterra’s global multi‑hub 
strategy.

“Tasmania is an important 
region for Fonterra and our 
multi‑hub strategy, and we 
continue to invest here for 
the long‑term. We’re a major 
regional employer and we’re 
proud of the work we do 

and our involvement in our 
local communities.

“The more we invest for 
growth the more competitive 
our business will be, putting 
us in a strong position to 
manage global volatility and 
pay the best possible price to 
our farmers.” 

The Wynyard plant has been 
running at full capacity since 
fire destroyed our Victorian 
cheese plant at Stanhope in 
December 2014. 

The Wynyard expansion will 
see our total Australian cheese 
production increase by 50 per 
cent once the Stanhope plant 
is commissioned in mid‑2017.

WYNYARD EMPLOYEE, MIKHAEL 
NOVIKS-HARDY, IN THE 
CHEESE-MAKING PLANT THAT HAS 
HAD ITS CAPACITY BOOSTED TO 
MEET THE GROWING DEMAND FOR 
WYNYARD CHEESE.

Sharing dairy knowledge with the next generation at Spreyton

A career in dairy provides 
countless opportunities, 
and the Spreyton site recently 
played host to Year 9 and 
10 students from Sheffield 
High School, as part of Dairy 
Australia’s Cows Create 
Careers programme, to share 
their stories with the next 
generation.  The programme, 
which has been running for 
over 10 years, aims to highlight 
career opportunities in the 
dairy industry to secondary 
school students, who may not 
have otherwise considered a 
career in dairy. 

Students visited our butter 
and powder plant at Spreyton 
as part of the manufacturing 
module, which seeks to give 
students an insight into the 
post‑farmgate side of dairy, 
and complements the Cows 
Create Careers farm module, 
in which students care for a 
pair of calves, guided by the 

expert advice of local farmers. 

Spreyton Plant Manager Doug 
Overdijk and Quality Manager 
Pia Austin presented to the 
group, sharing their respective 
journeys through the Fonterra 
business and the myriad 
of career options in dairy, 
from the farm to the factory 
and beyond. 

The students were amazed 
at the scale of operations 
and very interested in the 
butter‑making process at 
our Spreyton site, and at the 
technology and innovation 

that goes into turning milk 
into dairy products. 

Plant Manager Doug Overdijk 
says, “Programmes such as 
Cows Create Careers help 
connect young people with 
where our food comes from 
and how it gets to their plate, 
and the many people involved 
in getting it there.

“The students told us that 
before the programme they 
had no idea of the broad range 
of roles dairy had to offer, 
not just in agriculture, but 
across science, technology, 
manufacturing, animal health, 
and nutrition.

“Although not every 
student who completes the 
programme will pursue a 
career in dairy, if they don’t 
know the opportunities 
that exist, they’re unlikely to 
consider it.”
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