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GlobalDairyTrade Auction Results, 8 April 2020

Change since 
last auction

Prices USD/
tonne

Anhydrous Milk Fat (AMF) 0.4% $4,345

Butter 4.5% $4,263

Butter Milk Powder (BMP) - $2,446

Cheddar 0.2% $4,395

Lactose 4.4% $959

Rennet Casein -2.6% $9,717

Skim Milk Powder (SMP) -0.8% $2,514

Whole Milk Powder (WMP) 2.1% $2,820

GDT Price Index 1.2% 940

Farmgate milk price forecasts
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Milk price $7.00 $7.00-$7.60 $6.30
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We have revised down our farmgate milk price forecast for 
this season from $7.20/kg to $7.00/kg. That would still put 
it within the $7.00-7.60 guidance that Fonterra has given for 
this season. 

For the following season, we now expect a farmgate milk 
price of $6.30/kg (down from $7.30/kg prior to the Covid-19 
outbreak). The margin of uncertainty is always wide for a 
forecast that far ahead, but we’d emphasise that the outlook 
is unusually uncertain at the moment. We can be sure that the 
near-term hit to global demand will be unprecedented; what 
we don’t know is how long the lockdown period will last, or 
how quickly the recovery will play out. 

Dairy prices overall were up slightly in last night’s 
GlobalDairyTrade auction, though with mixed results across 
products. Whole milk powder prices rose by 2.1%, while skim 
milk powder prices dipped 0.8%. Butter prices rose by 4.5%, 
but anhydrous milk fat was up just 0.5%. Buttermilk powder, 
which wasn’t offered at the previous auction, was down sharply. 

These auction results were surprisingly positive, against the 
backdrop of a severely weakened global economy as many 
parts of the world have locked themselves down to slow 
the spread of Covid-19. It was, however, in keeping with the 
calmer tone in world financial markets since the last auction 
on 18 March. 

While the recent stability in prices is encouraging, we still 
think that the dairy sector still has a long hard road ahead of 
it. We expect further price declines over the next few months. 

Global demand for dairy products, particularly outside of 
China, will be hit hard by the lockdown. The impact will 
undoubtedly vary across products – for instance, infant 
formula could be considered an ‘essential’ purchase, but 
that’s less true of the various processed foods that use milk 
powder or butter as an ingredient. Demand from foodservices 
has been especially hard hit as cafes, restaurants and 
bakeries have been shut down. 

In contrast, New Zealand’s reliance on the Chinese market 
has turned from a risk to an advantage. China’s imports of 
dairy products over Jan-Feb – the peak lockdown period – 
were down just 4% on a year ago, and with life in China now 
moving towards something resembling normality, we’d expect 
demand to remain steady over the rest of this year. (The share 
of buyers from North Asia returned to around average levels 
in the latest auction.)
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The question then is what prices China will be willing to pay, 
at a time when a surplus of milk is sloshing around the world. 
Milk production among the key exporters has continued to 
grow at a gradual pace. European output was up 0.6% in 
February compared to last year (after adjusting for the leap 
year), while the US was up 1.1% in January. The European 
Milk Board is now calling for voluntary reductions in milk 
production. Part of the issue is that there is limited processing 
capacity right now, due to lockdowns and social distancing. 
But they clearly have an eye towards weaker demand within 
Europe as well. 

Even production in Australia is up compared to a year ago, 
despite the massive bushfires this summer – the previous 
season’s drought was even worse than that. 

Milk production in New Zealand has been hit by drought 
conditions recently. Production was down 1.8% in February 
(again adjusting for the leap year), and the tail end of the 
season is likely to be softer than that. But the drought has 
effectively broken since the peak at the start of March, which 
suggests that the impact will be much less severe than we 
saw during the last major drought in 2012-13. 

Weaker world demand, combined with steady supply, will 
put further downward pressure on world dairy prices in the 
coming months. We expect a further drop in the near term, 
with some recovery from the second half of this year, but 
remaining below their current levels on average over the next 
year. This will be partly offset by a lower exchange rate, which 
we expect to remain in the low 60s against the US dollar 
over this year. Put together, that gives a farmgate milk price 
forecast of $7.00 for this season and $6.30 for next season – 
both still above the long-run average. 

Milk production, top 4 exporters
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