
SFMCA Victoria Branch Meeting

The big milk battle has begun

Michael Harvey

RaboResearch Food & Agribusiness

June 2018



2

A global network…

of local experts

Agri
Commodity 

Markets

Animal
Protein

Beverages

Consumer
Foods

Dairy

F&A Supply
Chains

Farm
Inputs

Fresh
Produce

Grains &
Oilseeds

Sugar

One of the largest
F&A research hubs in
the world and the world’s
leading F&A financial
services provider

Unique combination
of strategic business
development and
in-depth research

F&A coverage from farm 
to fork, across rural and 
wholesale sectors

Broad knowledge of 
innovation, strategic 

development and
risk-reward balances

along the value chain

Vast global network
with access to all

players in the market

Global team of experts
with real-time insights

into local markets

RaboResearch Food & Agribusiness



3

-80%

-60%

-40%

-20%

0%

20%

40%

60%

80%

Dairy farmer confidence levels slowly on the mend

Source: Rabobank

Rabobank Rural Confidence Survey – Dairy trends



4

Australia lost a lot of milk over a two-season period

Source: Dairy Australia
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A recovery in milk supply has been patchy

Source: Dairy Australia

Milk supply growth in 2017/18, as at April2018
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The herd rebuild will be slow 
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Steady as she goes now for global markets
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Combined year-on-year growth of the Big 7 (%)

Source: Big 7 government trade agencies, Rabobank, 2018
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Source: USDA, Rabobank forecasts, 2018

Global cheddar price, US$/t fob, actual and forecast
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Some good progress has been made on EU stocks

Combined EU SMP stocks 

Source: European Commission
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A few watching briefs 

Trade 
frictions

NZ spring 
flow

Currency 
shifts

Stocks
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The heat is on for milk supply earlier than normal

November 2017

March 2018

April 2018 May 2018

June 2018
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As Australia moves towards a cheese play

Source: Rabobank

Dairy processing capacity expansions since 2015 (actual and announced)
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Source: Company reports, Rabobank estimates. * Fonterra includes future capacity expansions

Competitive pressure for supply will be an ongoing feature

Annual milk intake, current and forecast
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The project pipeline is still quite active
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Milk pools are being repositioned at a faster rate
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The bottom line
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