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This summary

Overview
• This 2018 Trade Insights summary is one of the products of our 

Global Dairy Directions platform that adds up, analyses and 
provides a rolling market outlook for global dairy markets

• The analysis and insights in this annual summary of dairy trade 
in 2018 have been drawn directly from our Dairy Trade 
Simulator (DTS), a comprehensive database and simulation 
model.

• This package shows the power of the DTS to help users 
identify and explore the major trends from the 2018 calendar 
year, the insights, drivers and outcomes for the total market, 
major regions and key countries. 

• The DTS is much more than a database of historical dairy 
trade. It captures milk production and dairy product output, 
domestic market consumption, which are combined to 
provide a global market balance. 

• The rolling market outlook function allows users to develop 
projected market balances and their implication for product 
values based on established fundamentals.

• We express some of our analysis in milk solids equivalents1

(MSE) rather than simply milk equivalents, as it gives a more 
complete analysis of activity across commodities including 
butterfat and fat-filled and mixtures. 

1

1Based on fat and protein in common product specifications for WMP, SMP, butter, AMF, 
whey powder and FFMP and taking account of estimated composition of cheese sales.
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Trade grew fastest in 4 years
• Total trade grew 3.9% during 2018 in MSE terms, 

following 3 years of slow growth. It was the fastest 
growth in dairy trade since 2014.

• The recoveries mostly came from a return to growth in 
trade of SMP, WMP and fats.

• The growth in trade during 2018 came in two bursts –
between February to April – due solely to SMP trade –
and then in the 4th quarter as low powder prices spurred 
demand.

The year in summary
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Stronger NZ milk production and weaker prices spurred growth 
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Major commodities grew
• 2018 was a mostly positive year for dairy trade after a 

mixed 2017 which was affected by limited supplies and 
high fat prices.  

• Trade for all major commodities grew, with the exception 
of FFMP & Mixtures. This was the first year since 2013 that 
trade in WMP, SMP, fats and cheese each grew from the 
prior year. Combined commodity milk powders (including 
WMP, SMP and FFMP & mixtures) grew 3.2%.

• The release of government stocks and flow-on effects 
from low prices continued to drive the surge in SMP trade. 

• WMP trade grew for the first time in 4 years, with higher 
availability from NZ due to increased milk production. 
Latin American exporters shifted more production to 
powder and took advantage of weak currencies to ship 
more product offshore.

• Lower WMP prices and economic challenges in Africa and 
the Middle East reduced demand for fat-filled products.

• Fats fell heaviest of the commodity groups in 2017 as 
buyers recoiled from the surge in prices, but the trade 
almost made up all those losses in 2018.

• Growth in the global cheese market slowed, continuing 
the trends that emerged in mid-2017. 

The year in summary
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The year in summary – major trends
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The year in summary – major trends
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EU cheese EU SMP

Whey powder

NZ WMP

EU Butter

US 
cheddar

WPC/WPI

US NFDM

NZ Butter

*total production as a share of milk collections in major exporting regions

WMP 9%*

SMP/butter 29%*Cheese 62%*

EU WMP

US Butter

US milk pool 

EU milk pool 

NZ SMPNZ 
cheddar

Whey powder

Weaker EU and US 
markets put pressure 
on export prices

Higher EU availability and low 
prices constrained NZ prices, but 
premiums remained available

Falling EU wholesale prices and a 
sluggish recovery in global demand 
weakened Oceania fat prices

EU prices limited 
achievable US prices

EU reduced WMP output to 
make-to-order, less competitive 
than NZ and Latam product

Good production conditions increased 
supply and coupled with higher Latam
availability to weaken prices…and 
spur demand

Cheap veg oil inputs to FFMP 
capped WMP demand in price-
sensitive markets

Sluggish domestic and export 
demand (affected by trade 
disputes) weakened prices

Demand pushback weakened 
prices, keeping supplies adequate

EU producers favoured cheese 
output as milk output slowed.

Veg oils

US butterfat disconnected from 
global dynamics, steady demand 
growth keeping prices stable

Intervention policy/application

FF powders

NZ milk pool

Strong Asian demand tightened the 
market, disrupted by the effect of 
retaliatory Chinese tariffs on US product 

The global market was affected by a complex and interconnected relationships in 2018

EC implemented a flexible Intervention 
tendering program to spur a rapid release 
of product,  sustaining weak SMP prices



What was in the background?
Some key influencers of the lift in global dairy trade in 2018.

Overall global goods 
trade expanded 3.3% in 
volume and 6% in US$ 

value in 2018, both 
slower than 2017.

Growth in milk production from major exporters 
slowed to 1.1% after expanding 1.7% in 2017.

Clearance of SMP intervention stocks got underway 
in earnest in Q2-2018, offsetting the lower 
availability in the EU as production slowed

Export availability of milk based on major dairy 
commodities tighten in the 2nd half of 2018 as European 

weather slowed production, despite a stronger NZ season

The stronger US$ reduced competitiveness
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Commodity prices 
weakened in the 2nd half of 
the year, led by butter as 
supply improved, taking 

cheese with it, while a 
stronger NZ season 

weakened WMP.



Shifts in supply shares
• There were some interesting changes in the shares of 

trade – when measured in MSE. 

• After growing strongly in 2017, the EU shipped a smaller 
volume of product in MSE terms as growth in milk supply 
slowed.  EU SMP exports jumped 7%, yet cheese trade 
was flat, and WMP and fats were well down on 2017.

• Despite the debilitating effect of trade disputes which 
slowed cheese and whey trade, the US gained the 
strongest growth in the absolute volume of trade in MSE 
terms driven by a 20% share in NFDM/SMP exports, and 
growth (off a low base) in butterfat.

• The combined growth in WMP exports by Latin 
American’s major exporters almost matched the 
expansion by US, helped a little by cheese.

• Increased milk supply late in the year lifted NZ shipments 
of WMP and butterfat, sufficient to overcome weaker 
sales of SMP and cheese.

• India came back late in the year with its subsidised SMP 
trade.

The changing trade flows
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The changes in largest trade flows shows some surprises
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Shifts in supply shares
• Charts on the left summarise the global market shares of 

the trade in the major commodity groups.

• NZ grew milk output well ahead of the global average 
only to lose market share in each commodity group.

• NZ and EU exporters lost a combined 4.3% share of WMP 
trade to Latin American exporters. 

• In SMP, the surge in availability of lower-priced product 
from the EU - which US exporters were forced to follow 
and as a result lifted sales into SE Asia - ate into NZ’s 
share. NZ’s “origin” premium has cost it almost 3% of 
global market share.

• The 18% gain in its SMP exports lifted US share past 30%, 
while it also improved its small share of butterfat trade.

• The other disappointment was NZ’s loss of cheese trade 
share despite some recent large investments in capacity.

• India got a lot of attention late in the year for subsidised 
SMP trade but it also doubled its share of butterfat sales. 

The changing trade flows
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The changes in largest trade flows shows some surprises



The changing trade flows
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The changes in the shares of trade into major regions are summarised below

The EU won 5% higher 
share of WMP sales and 
lifted its share of the 
FFMP trade by 3%

The US increased its SMP share by 5% 
and whey by 4% (chiefly into 
Indonesia and Philippines), reducing 
shares held by NZ and Australia. 

The US lost share in 
whey, SMP and cheese 
after the imposition of 
tariffs

Argentina and Uruguay 
doubled their combined 
share of WMP sales, 
mostly to the EU’s loss

India increased SMP and 
AMF sales

NZ and EU traded 
shares - the EU won 5% 
higher share of SMP 
sales, NZ lifted share in 
fats and cheese

The US took 5% of the 
cheese market from the EU

The EU gained 2% share of 
the cheese trade

The EU took 3% share 
from NZ in WMP, but 
lost 3% share in fats



Shifts in demand shares
• There were also large shifts in shares of trade between 

major importing regions and countries, but only two 
regions reduced overall demand in 2018 in MSE terms. 

• SE Asia and China & Hong Kong grew their slice of trade 
with stronger milk powder demand, while the overall 
MENA region grew with better economic conditions in 
oil-dependent Middle Eastern economies.  

• Lower volumes sold into CIS states (demand across the 
board was weaker) and Sub-Saharan Africa (as demand 
for both WMP and fat-filled powders was significantly 
lower) lowered their involvement.

The changing trade flows

11

The changes in largest trade flows shows some surprises



Some interesting facts
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The analysis shows some additional insights in trade 
activity and relative unit returns.

MSE in ‘000t

% of peak trade

The DTS calculates the gross average unit value of products (in 
US$/kg milk solids, using FOB prices) converted into MSE. The EU 
consistent exports higher unit values, while commodity 
competition kept NZ, US and Argentina in a close band.

SE Asia and Oceania are region that reached “peak trade” at the end of 2018 – based 
on rolling annual export volumes, with another of others close to that mark after 
the moderate growth in trade in the year. Meanwhile SMP, cheese and Infant 
formula set records at that time, with whey and lactose close to that mark. 



After a mid-year lull, a big finish
• Global SMP trade grew 7% in 2018 to reach all-time trade 

highs in Q4-2018 – after a mid-year demand slow-down.

• US trade grew fastest, by 17.8% through the year, despite 
slowing in Q4-2018, with strong demand from Mexico 
and Sth East Asia. 

• The EU held it’s overall market share with increased 
availability of low-priced ex-intervention product 
stimulating demand. Despite slowing milk output, EU-28 
grew exports by 7% after a late surge in trade as prices 
reflected the pressure brought from a faster release of 
intervention stocks.

• SE Asia’s 10% demand growth accounted for half the 
expansion in overall SMP trade and was welcome after a 
couple of slow years.

• Mexico went through a mid-year lull, before a strong 
surge in H2-2018 as prices weakened. Part of Mexico’s 
expansion was due to on-shipments to Venezuela.

• India re-emerged as an influence in 2018, subsidising SMP 
exports in price-sensitive Asian and Middle East markets 
due to local milk surpluses, growing exports to 43,000t.

SMP surged on low prices 
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Weak demand continued
• Global cheese trade expanded slowly in 2018 by just 1.4% 

(after growing 2.5% in 2017) but managed to reach an all 
time high despite the sluggish activity. 

• The overall growth in demand isn’t even as good as that 
suggests. If the cross-border trade between Belarus and 
Russia is excluded, the remainder of trade increased just 
12,000t (or just 0.6%), thanks to sustained demand from 
Japan, which grew at a slower rate than 2017. 

• The combined demand from developing Asia, MENA and 
Latin American grew just 4,000t.

• With this weak demand environment, EU exports were 
flat, while the US grew at just 2%, as sales to its major 
Mexican market were slowed due to higher tariffs.

• Argentina was able to use its weaker peso to expand 
exports by more than a third.

• Russia lifted imports from Belarus by 9% to essentially 
retrace back to 2016 levels.

• Australia’s import requirements from NZ fell 22% in 2018 
as a major local cheese plant came back on line after a 
fire. 

Cheese makes a slight gain
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Growth at 1.1% p.a.

Growth at 5.2% p.a.



Low prices drove a big finish
• Global trade in WMP grew 4.7%, recovering some of the 

lost ground in recent years. By the end of the year, after 
the late surge in shipments by NZ and Latin American 
exporters, trade was still 8.5% below “peak annualised 
trade” in mid-2014.

• NZ lifted shipments 2.7% or 36,000t, but Argentina and 
Uruguay lifted sales 100,000t or 56%. 

• Significant growth in China’s requirements, matched by a 
surge into Nth Africa as Algeria used a more ad-hoc 
approach in sourcing WMP, largely satisfied by Latin 
exporters. This contributed to the displacement of EU 
trade, which fell 15% in the year. 

• Lower prices did not help WMP trade into sub-Saharan 
Africa and Middle East. As shown below, overall WMP 
trade into these markets has been trending lower as fat-
filled products are preferred.

WMP started to rebuild
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Lower prices revived trade
• Global butterfat trade grew 8% in 2018, with lower prices 

bringing buyers and users back to the market. 

• Growth in demand was inconsistent across market 
regions. A large portion of growth came as NZ exporters 
took opportunities to undercut US cream prices and to 
address shortfalls in butterfat output in Australia. 
Developing world butter markets in Africa, MENA and 
Asia grew just 2.5%. 

• The recovery in demand for AMF trade was stronger, up 
19%, recovering much of the trade that was burnt off with 
high prices in 2017. Annualised volumes remain about 13% 
below peak trade reached in 2016. The recovery in butter 
trade was only 4.6%.  

• Prevailing high prices and domestic priorities meant the 
EU lost export market share, while the US made 
encouraging gains, lifting sales by 61%, but reaching less 
than 60% of its previous peak in exports in 2016.

Butterfat crawling back
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Headwinds on several fronts 
• This category contains a range of products including fat-

filled milk powders but also other mixtures that include 
some non-dairy components.

• Much of this product group (under HS code 190190) is 
believed to be fat-filled milk powder, but it also includes 
ingredients with non-dairy components. The trends in 
trade are nonetheless consistent with the preference for 
more affordable ingredients in some markets, as high 
butterfat costs kept WMP a more expensive option. 

• After strong growth in 2017, this category shrank in 2018, 
partly due to lower WMP prices helping restore some 
volume, but also due to a significant fall in trade into 
Russia (down 29%) and generally weak demand in the 
Middle East and West Africa.  

• Demand recovered in SE Asia, growing 19% in 2018, 
almost back to the levels last seen in 2013 when record 
high WMP prices drove substitution. Within the region, 
the biggest growth came from Malaysia and Bangladesh 
(which also lifted WMP imports).

FFMP + mixtures slowed
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China growth moderated
• Infant formula trade grew at the same absolute volume 

as in 2017, picking up pace towards the end of the year 
after year-on-year growth lost momentum between 
August and October. 

• Growth in Chinese demand slowed a little, slipping from 
37% to 23% - still rapid by any measure – but resistance to 
premiumisation of imported brands is a factor slowing 
unit value across the Chinese market. The slower growth 
in other markets helped China move to 52% of the 
globally traded market.

• MENA managed a small recovery in growth – up 3% 
thanks to improved demand in Egypt and Libya. 

• Australia had the fastest rate of growth of any country 
market, expanding 54% to more than 44,000t. 

• Sales into several regions shrank during the year – the 
growth in Australia’s demand virtually offset the losses in 
all other regions.

• The trade is dominated by EU which lost a little share to 
NZ, shipping 74% of IMF product, a share eroded by 3% in 
the past 3 years. 

Infant formula maintained momentum
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Asia drives growth
• Lactose trade grew 12% in 2018 – the fastest rate of 

growth since we have been measuring activity – most of 
which supplied increased demand in China and to a lesser 
extent across South East Asia, which recovered from a 
slowdown in 2017.

• Chinese demand grew 58% in the year.

• The EU captured most of that expansion, all of which 
occurred in the 2nd half of the year as US shipments to 
China slowed due to the trade dispute, and US sales to 
Sth East Asia fell year-on-year.

• Demand in SE Asia (which represents less than a quarter 
of global trade) was also stronger by more than 10%, 
while demand in several developing regions slowed. 
Within the Oceania number on the left, NZ imported 15% 
more lactose to remain the 2nd largest country market, 
slightly ahead of Japan, where demand fell 5%.

• The trade continues to be dominated by the US which 
grew slower than the overall market, losing some share 
of growth and shrinking YOY in the 2nd half of the year 
due to its adversarial trade policies . 

Lactose trade surged
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Fats and WMP up in a mixed year
• It was another interesting year in NZ’s trade performance 

– with milk supply up 2.3% compared with 2017, 
supporting a corresponding 2.7% lift in exports of WMP 
and a 5.7% recovery in combined trade in butterfats. 

• However the price premiums sought saw some share of 
the growth in SMP demand lost to the US, shipments 
falling 11%. 

• Additional capacity investments in cheese processing did 
not convert to an expansion in trade which fell – mostly 
due to lower shipments required to fill shortages in 
Australia.

• As a result, NZ lost overall share in the SE Asia market (in 
MSE terms), which grew 5.5%. Absolute growth in the 
Chinese market was half that of 2017.

• The competition from Latin exporters also cut further 
into the NZ share of the MENA region. 

NZ: patchy result

20
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SMP and IMF stood out
• SMP trade was the standout helped by low prices. But 

the success continued at the other end of the value scale 
with strong growth into an increasingly price-competitive 
infant formula market.

• In commodity exports (WMP, SMP, cheese, fats, whey 
products and FFMP), the EU exported 1% less in MSE 
terms than in 2017, after gaining 7.3% in 2017. 

• Butterfat exports fell a further 8%, as supplies remained 
tight and prices beyond the reach of buyers in some 
markets. 

• Cheese exports reflected the weaker market tone, 
gaining just 0.5%, held up by strong gains in Japan and 
North Africa, but trade into the US, the Middle East and 
SE Asia declined. 

• The EU lost overall share of the MENA market due to its 
expensive WMP against Latin exporters. 

EU trade was flat overall
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Much at stake as exit date looms
• The landscape in the global cheese market could 

substantially alter after Brexit on 29 March 2019.

• The future of market access for major EU exporters to 
the significant UK cheese market is one of the major 
uncertainties hanging over the market.

• Brexit would make the UK by far the largest single-
country cheese market by a large margin over Japan and 
Russia. Imports in 2018 slightly exceeded the combined 
tonnage shipped to those countries.

• Upon Brexit it will become a new separate production and 
market region in our DTS platform, altering the EU’s trade 
picture.

• There  had been limited growth in cheese exports to the 
UK since 2015, before a lift in 2018.

• The UK is also a large exporter of cheese – reaching 
190,000t in 2018, of which a major component (81%) was 
shipped to the EU, totalling 153,850t.

• The UK is also a large butter market, importing 73,300t in 
2018, a decline of 5% in the year on increased UK milk 
production, after strong import growth in 2017. The trade 
into the UK would install it as the 2nd largest single 
country market for butterfat behind China.

Brexit: the UK market
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Big gains in SE Asia and Mexico
• The US was the best performer of the major players, as 

trade grew 11% in MSE terms. This was led by an 18% surge 
in SMP exports, and small but meaningful recoveries in 
butterfat trade. Cheese sales lifted 2% in a sluggish 
market that was not helped when Mexico imposed 
punitive tariffs in retaliation for US action on metals.

• The US picked up shares of trade in a few important 
markets – SE Asian gains on stronger SMP, where it 
increased sales 32%, and also saw off the EU from Mexico 
(for now). 

• It also picked up cheese sales in most market regions, 
with the exception of China and Australia. 

• Whey and lactose trade was clipped late in the year by 
the imposition of Chinese tariffs. 

• Unsurprisingly overall US exports to China were lower by 
18% as tariffs cut sales of whey products and the small 
shipments of SMP and cheese.

US picked up pace
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Cheap powder sales surged
• Economic turmoil that weakened local currencies (in 

particular the Argentinean peso) and a strong recovery in 
milk supply creating exportable surpluses of 
commodities reshaped the trade involvement of the two 
major South American exporters in 2018.

• Exports of WMP to external markets outside of the 
region increased significantly to more than 200,000t, 
taking material shares in the MENA region and curtailing 
EU sales into that region. 

• Net WMP imports to Brazil were flat over 2018, picking 
up in the 2nd half of the year due to local production and 
transport difficulties. 

• Net trade from the region (excluding internal powder 
and cheese trade) increased in 2018 remains relatively 
minor in MSE terms.

• Total cheese exports to the region grew by 1.6% as Chile 
continued to lead (growing 7%) offsetting falls in Brazilian 
demand. 

Latam involvement increased
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Another year of change in milk supply, policy and trade

Argentina Uruguay



Slowing milk growth restricted trade
• Canada’s SMP exports shrank 9% last year after the 2017 

surge that followed changes in the industry’s milk 
pooling and pricing policies supported higher SMP 
manufacture and exports.

• Milk production growth slowed to 2.8% , and was less 
than 1% in the 2nd half of the year. This is likely to limit
exports in 2019.

• The mix of SMP exports shifted in 2018 with a greater 
focus on North Africa (up 15%) and Middle East (up 19%), 
while retreating somewhat from SE Asia (down 35%). 
Sales to Mexico fell 44% to 4,400t.

• Whey exports continued to grow however, up 11% in the 
year with a jump of 13% in sales to the US, which makes 
up close to 60% of its trade.

• Overall commodity exports lifted 1.3% in MSE terms, the 
growth in Nth African trade was more than 26% to offset 
a similar percentage loss in SE Asia.

• Average SMP prices reported in trade data over the year 
reflect the differentials that remain behind the  
complaint from competitors – average achieved prices 
were on average 9% lower than the US in 2018. 

Canada supply slowed
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Subsidies spurred SMP trade
• India’s government assistance to SMP sales helped boost 

2018 exports to 43,000t, but the effect may be short-
lived with the widely-reported cessation of those 
measures early in 2019.

• Sales to immediate neighbours took the majority of these 
sales – Bangladesh buying a little more than 40% (at an 
average price from September to December 2018 of 
US$1,584/t), with Afghanistan and Pakistan a further 27%. 

India: Simply nuisance value?
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Powders strong; cheese, fats falter
• The region lifted overall trade in 2018, growing by 9% in 

MSE terms, after expanding just 3% in 2017, setting a new 
peak-trade record in December. Economic growth 
remains strong but there is evidence of price-sensitivity in 
some key markets. Faster growth has been spurred by 
low powder prices, but sales of fats and cheese were flat.

• SMP exports to all major countries in the region 
increased in 2018, enabling SE Asia to account for 47% of 
the global growth in SMP demand, with the strongest 
growth in Indonesia, Malaysia, and Bangladesh. 

• WMP trade was less consistent but grew 6% over the full 
year, with a solid burst in the 3 months to September, 
before slowing towards the end of the year, as China 
crowded out activity. Malaysia appeared to trade some 
WMP for fat-filled product.

• Trade in cheese (down 3%) and fats (down 1.5%) reflected 
some of the caution due to the effects on the region of a 
slower Chinese economy. Cheese was weaker in some 
price-sensitive markets with higher unit prices in 2018.

• Shares of the commodity market in the SE Asian region in 
MSE terms shifted slightly – NZ lost some ground to 47%, 
EU held to 23% and the US lifted to 14%. 

South East Asia boomed
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Varying exposure to price-sensitivity
• Our DTS has the capability of monitoring the relationship 

between imported volumes and landed costs of SMP and 
WMP in the currency of a number of major country 
markets, to assist with an assessment of the exposure to 
price-sensitivity or conversely, capacity for further 
purchases.

• These relationships between costs and volume vary 
across major individual markets and, in looking forward 
allow users to assess when markets will stop buying as 
prices rise, or vice versa, using futures prices or projected 
fundamental values.

South East Asia boomed
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Slower growth
• China import demand in MSE terms expanded 7% - the 

largest absolute gain for a single country - but subdued 
compared to the 18% surge in imports in 2017. The overall 
Chinese import market remained 11% below “peak trade” 
reached in mid-2014.

• While all commodity categories grew in 2017, cheese (6% 
down after 4 years of strong growth) and FFMP & 
mixtures (11.5% down) imports fell in 2018.

• As the WMP tariff window increased in tonnage and the 
remaining tariff quota rate fell to a negligible level, WMP 
trade became more peaked – which in 2018 was probably 
a factor of the appealing low-price opportunity available.

• China remained critical to the global WMP balance sheet 
in 2018, although Algeria came back strongly in response 
to attractive prices. 

• The growth of the IMF trade slowed a little due to a more 
competitive market, while whey powder sales slowed 
due to higher costs of US product and the major swine 
fever outbreak.

• Shares of the commodity market in China in MSE terms 
shifted slightly – NZ grew to 67%, EU slipped to 15% and 
the US fell to 7% due to tariff impositions. 

China surged late
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SMP surged in 2nd half, cheese stalled
• NFDM/SMP imports grew 11%, as prices were relatively 

favorable, improving slightly on a 10% expansion in 2017.

• US reliance on the Mexican milk powder market 
increased further in 2018 - Mexico purchased 49% of US 
exports in 2018, up from 46% in each of the past two 
years, and represented 34% of US production.

• It is estimated that on-trade of powder to Venezuela 
increased in 2018, and masks the true demand from the 
Mexican market. 

• The EU’s share of the Mexican SMP market shrank to less 
than 2%, while Canada also reduced exports to 1.2% of the 
trade. Uruguay shipped a small volume after a few years 
of no involvement. 

• The Mexican cheese export market was virtually 
unchanged at close to 120,000t with little shift in shares. 
The imposition of tariffs on US cheese in July in 
retaliation for US steel tariffs had little impact on trade 
activity between the two halves of the year.

Mexico continued to grow
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Heading towards a net importer?
• Despite falling milk supply in 2018, Australian imports of 

cheese fell 16% as a major Fonterra plant came back on 
line, while butter imports continued to increase (up 28%) 
due to local shortages.

• While milk solids in commodity exports stabilised at close 
to 33% of milk production, net trade balance continued to 
trend towards the country becoming a net importer - net 
export trade fell to just 100,000t of MSE, or 15.5% of local 
milk production. The large decline in milk output in 
2018/19 will expedite that outcome.

• IMF imports continued to build, leaping 60%, most of 
which was shipped from NZ – mostly to Fonterra’s 
operation.  IMF imports almost matched exports, which 
also gained 58%, of which 92% was shipped to China. 

• There is some repacking of imported base product in 
those numbers, while there is also a reasonable volume 
of IMF product included in WMP and SMP numbers, 
given the high unit prices reported in trade data.

Australia’s shrinking milk pool
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Higher oil prices supported demand
• The MENA region was generally improved as an export 

destination as oil prices recovered through much of 2018,  
improving consumer and business confidence.

• WMP demand lifted 6% across oil-exporters, driven by 
Algeria and Oman, while the Saudi and UAE markets 
weakened. 

• Meanwhile FFMP and mixtures sales improved 5% across 
the region, and while the Saudi market was flat, demand 
was added in a number of countries - Iraq adding the 
largest volume followed by Oman and UAE.

• Despite lower prices (on average by more than US$200/t 
from 2017), SMP trade with oil-exporters grew less than 
1%, dominated by Algeria which lifted demand 3%. Again 
Saudi and UAE markets were weaker. Libya added the 
most cheese volume in the region.

• Cheese sales into oil-exporters increased marginally, 
despite a 10% fall in demand from the biggest market, 
Saudi. 

Oil-exposed markets improved
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Decreasing net imports
• Trade within the region continued to evolve in 2018, 

but in net terms continued to trend towards a neutral 
effect on the global market in MSE terms.

• There is little sign of a removal of the embargo 
blocking cheese and butter trade from the EU and US, 
which has been partially replaced by analogue
products and locally-sourced product. Imports of 
dairy cheese remain similar to post-embargo levels. 

• Major trade flows between Belarus and Russia 
dominate regional trade, which varies depending on 
fluctuations in Russia’s milk production and product 
mix, and the periodic trade bans imposed by Russian 
regulators.

• While cheese trade increased in 2018, higher local milk 
production ensured imports of most other 
commodities were well down compared to 2017, 
when milk production was recovering from 2016 falls. 

Rebalancing in CIS
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Another year of change in milk supply, policy and trade

Russia


