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• Trade logistics are leading to a scramble for product and adding to 

commodity price divergence through 1H 2021. Concerns about container 
availability are contributing to a rush on product, driving prices higher during 
Oceania’s off-season. Meanwhile, US exports are facing downward price pressure 
as limited container availability and as much as a doubling in freight costs are 
making it a challenge to get product offshore. 

• Supply growth will be modest across the Big-7 dairy regions, with most 

growth coming from the US. High feed costs will slow the appetite for expansion 
among milk supply regions. The tighter supply will provide an opportunity for 
demand to adjust to heightened post-vaccine levels, which should support prices. 

• Overall, economic growth is expected across much of the world in 2021, 

which is positive for dairy demand. Still, up to this point, economic strength in 
much of the world has resulted from various forms of fiscal stimulus and other 
government support. The phasing out of support provides some downside risk. 

• Elevated milk prices in China are setting records but likely reaching a peak.

The elevated prices had driven near-term increases in WMP import demand on top 
of stocking needs, but a spike in prices at the March 2 GDT auction has closed the 
gap in prices, limiting the competitiveness of Oceania WMP. China continues to 
have ambitions of consolidation and growth in its dairy production sector. 

• Both buy-side and sell-side inventories are relatively balanced in global dairy 

trading regions. Supply will be supported as the northern hemisphere enters 
flush, but a return to foodservice could result in a tightening of markets as pipelines 
go through an initial restocking process for segments of foodservice that have 
remained mostly idle. 

Summary



Regional Dairy Markets

China

Seasonal milk price trends and limited 

end price increases are unlikely to impact 

production or consumption growth in the 

near term. Hoarding presents upside risks 

to import demand in the short term.

South America

High grain prices continue to 

impact margins and are 

causing a slowdown in 

production in 1H 2021.

New Zealand

NZ dairy farmer confidence is riding high, 

with commodity prices jumping and 

forecast milk prices lifting. Rabobank

anticipates a farmgate milk price of 

NZD 7.80/kgMS for the 2020/21 season.

US

Supply finished 2020 with impressive 

strength, but high feed costs will slow the 

rate of growth for the second half of 2021 

and beyond.

Australia

Milk supply growth stalls, but farm 

margins remain supportive of expansion 

for the upcoming season.

EU

EU milk supply is tightening in Q1 

2021, providing support to the price 

rally. Uncertainty about foodservice 

demand continues to mar domestic 

consumption for this year. 



As we reach the one-year anniversary of when 

most of the world went into lockdown for the 

first time, the view of the future is clearer and 

more hopeful than it has been for months. By 

mid-year, there should be a palpable return to 

familiar consumer patterns. It won’t be immediate, 

and it won’t be without some bumps along the 

way, but on balance, it should be positive for dairy 

markets.  

Rabobank forecasts a 1.1% increase in milk 

production across the Big-7 dairy-producing 

regions in 2021. This is a decrease compared to 

the 1.6% YOY increase in 2020 and represents a 

modest tightening of supply, which should help 

support markets as demand settles into post-

vaccine balance. 

China’s near-term import demand is elevated, 

but is expected to slow in the second half of the 

year. High domestic milk prices are driving interest 

in expanding domestic milk production, which 

could reduce import needs in the future. The high 

milk prices favored imported WMP early in the year, 

but that demand could see a pause following a 

recent spike in Oceania prices. Milk prices in China 

have likely reached a peak and will begin to soften 

from here. 

Shipping woes are causing headaches for 

exporters around the world trying to move 

commodities internationally. Strong demand for 

consumer goods coming out of China is driving 

robust demand for containers at Chinese ports. 

Limited port personnel and other Covid

precautions mean that, in most cases, it is currently 

more economical to unload containers and send 

them back to China empty. This leads to a 

disconnect in global commodity prices, as 

exporters in some regions are forced to discount 

products to absorb elevated shipping costs and 

remain competitive.  

Demand will be in the driver’s seat in 2021. 

Throughout the pandemic, global milk supply 

has been much less impacted than demand. 

Disruptions arose as consumers made significant 

shifts in their consumption patterns, which spilled 

through supply chains. Most of those shifts were 

abrupt and severe as we entered the crisis, but 

coming out should be much more gradual. 

Most economies will grow in 2021 compared to 

2020. Rabobank is forecasting a 4.5% YOY increase 

in global GDP for 2021, compared to a -3.8% 

contraction in 2020. The impact of widespread 

vaccination should be felt by mid-year, which will 

be positive for economic activity. There will still be 

a long tail to some aspects of the recovery. We 

might not be filling arenas or convention centers 

this year, but restrictions on restaurants are likely to 

be lifted, and holiday gatherings are less likely to 

be discouraged. This will positively impact dairy 

demand, particularly in markets like the US, where 

a greater volume of dairy is consumed through 

foodservice channels than through food prepared 

at home. 

Global
Summary



* Big-7 includes the EU, US, NZ, Australia, Brazil, Argentina, and Uruguay.
Source: Big-7 government industry agencies, Rabobank 2021

Figure 1: Milk Production Growth, Big-7 Exporters 
(Actual and Rabobank Forecast), Q1 2016-Q2 2022f* 
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* Whey is FOB in western Europe.
Source: USDA, Rabobank 2021
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Figure 2: Dairy Commodity Prices, FOB Oceania, 2015-2021*



What to
Watch in

Q2 and Q3 

Milk prices in China

China’s farmgate milk prices are at an all-time 
high, impacting global markets in some 
dynamic ways. So far in 2021, higher domestic 
milk prices have favored imported WMP, but 
the abrupt market jump at the March 2 GDT 
auction swiftly narrowed the WMP import 
parity price discount to 4%, compared to the 
five-year average of 19%. Simultaneously, the 
high milk prices support the expansion of 
China's milk production sector, ultimately 
slowing import demand in the medium to 
longer term. 

Economic recovery

Rabobank expects the global economy to grow 
by 4.5% YOY in 2021, with a robust 7% growth 
in China, one of the only economies to 
experience growth in 2020. Recovery is not 
without risk, though, and in regions like South 
America, it relies on maintaining a degree of 
fiscal stimulus. 

Vaccine progress

Underpinning the economic recovery is the 
successful distribution of vaccines, which 
should provide the confidence to reopen many 
aspects of life that have been limited. However, 
given the unprecedented nature and pace of 
the vaccination effort, there remain the risks 
that vaccines will hit distribution hurdles or that 
new resistant variants of the virus will emerge. 

Shipping disruptions

Challenges with shipping container availability 
and pricing are leading to a divergence in 
prices for global commodities. The situation 
should resolve itself over the course of Q2 but 
still presents a risk to trade flows and a 
headache for exporters in the near term. 

Feed prices

Feed prices around the world are elevated. 
Most dairy-producing regions are still above 
break-even levels, but a drop in milk prices in 
this elevated feed market would pressure 
margins.

Food price inflation

Higher commodity prices will begin spilling 
through supply chains, eventually reaching 
consumers. Promotions will likely return to 
retail outlets as brands and retailers will once 
again need to compete for consumers. But, in a 
still fragile economy, consumers may 
experience some sticker shock and become 
more price sensitive with their food budget. 

Brexit uncertainty is over

Few major disruptions occurred in the first 

post-Brexit months, with many companies 

working through elevated stocks in the UK. 

With the UK not executing border controls on 

EU dairy products until April 1, some friction 

might occur along value chains later this year.    



EU

EU-27+UK milk deliveries in 2020 finished 

1.2%, or 1.88m mt, above FY 2019, despite a 

slowdown in milk delivery growth in December 

(+0.4% YOY). The (estimated) supply growth in 

Italy (+4.1% or 497,000 mt) was robust in FY 2020, 

while Ireland (+3.8%) and Poland (2.0%) also 

recorded strong growth compared to FY 2019. 

Milk deliveries in the Netherlands increased by 

1.0% YOY, while milk supply growth in Germany 

was unchanged, and France (+0.2%) remained 

relatively flat. Despite a final push in Q4 2020, UK 

milk volumes in 2020 remained -0.3% below last 

year. The combined growth in smaller milk-

producing countries accumulated to 1.8%. 

Looking ahead to Q1 2021, we expect milk 

supply growth to come to a standstill. January 

figures indicate lower year-on-year milk volumes 

in Germany, France, and the Netherlands (-1.4% 

YOY). Based on preliminary February data, we also 

anticipate milk deliveries to decline in those 

countries. Tepid milk supply growth is mainly the 

outcome of diminishing farm 'cash' margins 

caused by average to slightly below-average milk 

prices, high prices for feed concentrates, and the 

limited supply of (high quality) roughage. 

Unfavorable cold and wet conditions hindered 

milk production and collection during this year's 

opening months. 

EU-27 average farmgate milk prices remained 

almost unchanged from October to an 

estimated average of EUR 35.04/100kg in January. 

Current dairy commodity prices indicate 

momentum for base milk prices will increase 

modestly during Q1 and Q2 2021. Several large 

processors have already announced small 

improvements in milk prices for February and 

March. 

Rabobank forecasts milk volume growth at 

0.9% YOY in Q2 and 0.6% YOY in Q3, due to 

more favorable weather conditions during the 

pasture season, lower year-on-year comparables

in Q2, and modest improvement in farm margins. 

For FY 2021, we expect milk delivery growth to 

increase a modest 0.6% YOY. Focusing on large 

milk-producing countries, we estimate a flat to 

tepid growth in Germany, France, the UK, and the 

Netherlands. At the same time, Italy, Poland, and 

Ireland appear to be poised for another growth 

year.

Preliminary dairy product production data for Q4 

2020 indicates that milk utilization continued 

toward cheese (and whey) (+1.3% YOY), while 

butter and liquid milk production jumped by 3.3% 

YOY and 2.9% YOY, respectively. Both SMP (0.7% 

YOY) and WMP (0.7% YOY) increased only 

modestly, which kept stocks in balance and is 

supportive to those markets. 



EU

EU dairy commodity prices were remarkably 

stable during Q4 2020, with little response to 

the second lockdown. As of January, most dairy 

prices showed unexpected strength as a result of 

firming global demand and prices, lower-than-

anticipated stocks, and tighter milk supply. From 

early December to the first half of February, SMP 

prices increased by 7.7%, or EUR 169/mt, to EUR 

2,348/mt, while EU WMP prices rose by 6.0%, or 

EUR 165/mt, to EUR 2,913/mt. Butter prices 

strengthened by 5.3%, or EUR 181/mt, to EUR 

3,584/mt. Gouda prices weakened by 0.4%, or EUR 

12/mt, to EUR 3,186/mt, while spot prices for 

Mozzarella showed a strong recovery of 14.0% 

(EUR 350/mt), to EUR 2,850/mt, during the same 

period. We expect most dairy prices to peak in Q2 

or Q3 2021. 

EU dairy exports showed mixed results in Q4. EU 

cheese exports posted an increase of 6.7% YOY, or 

15,400 mt, in Q4 2020, while WMP exports were 

marginally higher (0.1% YOY). Conversely, butter 

exports plummeted by 33.8% YOY, or 22,600 mt, 

due to high comparables, weakened price 

competitiveness, and lower export volumes to the 

US. SMP exports declined by 10.0%, or 19,900 mt.

Despite the economic headwinds and 

unfavorable FX developments, most dairy 

exports still recorded a positive FY 2020 volume 

change. EU cheese exports finished 7.2%, or 

36,100 mt, higher than 2019, while butter and 

WMP exports increased by 14.4% and 12.4%, 

respectively. SMP exports fell by 13.9%, or 133,900 

mt, compared to 2019's high trade volumes, which 

were enhanced by the clearance of EU SMP 

intervention stocks.  

Lockdowns remain widespread in Europe, but 

the severity of foodservice measurements 

differs across regions and channels. Generally, 

retail demand remains strong, compensating for 

much of the foodservice volume losses

Nonetheless, the uncertainties around the 

reopening of foodservice continue to mar 

domestic consumption for this year. Currently, 

Rabobank anticipates a soft reopening of 

foodservice channels by Q3, resulting in a modest 

year-on-year increase in domestic dairy 

consumption. Even though the EU dairy market 

continues to show a strong resilience against both 

the Covid-19 pandemic and economic recession, 

economic development parameters remain 

something to watch for this year and into 2022. In 

Q4 2020, the euro zone's GDP contracted by 0.7% 

quarter on quarter. This means the euro zone 

shrank by 6.8% YOY in FY 2020. Uncertainty clouds 

the outlook. For now, Rabobank estimates a 1.5% 

QOQ decline in GDP for Q1 2021.
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Figure 3: EU Milk Production, Jan 2018-Dec 2020



US

Milk production increased by 2.8% YOY in Q4 

2020, thanks to a combination of the largest milk 

cow herd in decades (ending the year at 9.44m 

head) and gains in milk per cow yield (up 1.9% 

YOY in Q4). This elevated milk supply may have 

jumped the gun, as consumer activity remained 

relatively subdued over the winter, but moving 

into the second half of 2021, we should see 

consumers shift into post-vaccine consumption 

patterns that boost demand.

Rabobank forecasts a slight slowdown in milk 

production growth in Q1, to 1.6% YOY, due to 

cooperatives re-implementing base programs as 

well as a prolonged cold snap in February, which 

could have some lingering animal health impacts. 

In the second quarter, we will see a return to 

strong year-on-year growth, though much of that 

will be due to the weak comparable period of Q2 

2020.

Higher feed costs will pressure margins, with 

corn and soy prices remaining elevated at least 

until the new crop comes in September, but 

supplies will remain tight through Q4. However, 

with risk management programs, government aid, 

and relatively high milk prices in most of 2020, 

producers are entering this year in a strong 

enough position to be able to withstand these 

pressures. 

Ample milk supply has led to steep discounts 

of up to USD 8.50 below class in the Upper 

Midwest for most of the winter. As a new 

cheese plant in Michigan gets up to speed, it 

should help absorb some of the surplus milk, 

taking in about 8m pounds of milk per day when 

fully operational, though it comes at a time when 

we don’t have an immediate need for additional 

cheese. 

Cheese inventories started to build slightly 

over the winter, up 3.3% YOY at the end of 

January, which should be no challenge to work 

through. Butter inventories, meanwhile, remain 

elevated at 33% above last year. This is an 

improvement from the 44% YOY increase at the 

end of December. As dairy products begin to refill 

the foodservice supply chains, we expect less 

surplus milk to head to butter churns, resulting in 

the eventual drawn down in butter stocks. 

Likewise, a market surprise to the upside exists for 

the butterfat market if the timing of the recovery 

(pull on cream supplies) occurs during the 

seasonal low period (Q3) of butterfat production. 

Whey and nonfat dry milk have done well, 

though exports are currently challenged by 

container availability. These logistical 

challenges are leading to a large price spread 

compared to the rest of the world and discounted 

US commodities. Still, demand from China for 

whey remains strong, and the shipping challenges 

should be resolved by the end of Q2. 



US

Domestic dairy disappearance increased 2% 

YOY in Q4. Full year 2020 domestic demand was 

down only -0.1% compared to 2019. Not bad for a 

global pandemic, but keep in mind that 

government food box purchases are included in 

those numbers. Rabobank forecasts a 4% increase 

in domestic consumption for Q2 against 2020’s 

weak comparable. Meaningful progress in 

domestic demand is expected in 2H 2021as 

vaccinations become more widespread and 

consumer confidence boosts foodservice sectors 

that have continued to struggle. 

US dairy product exports rounded out 2020 up 

12% from 2019. Favorable currency fluctuations, 

food security concerns, and reduced trade war 

rhetoric contributed to the strong increases in 

import volumes from the US, especially for China, 

Indonesia, and the Philippines, up 81%, 41%, and 

34%, respectively, in 2020 compared to 2019. We 

can expect less dramatic gains in 2021 against the 

strong 2020 results, but trade should continue to 

be robust.

Retail sales remain elevated. Fluid milk sales 

were robust, up 2.9% YOY for the four weeks 

ending February 7, after remaining in slightly 

negative territory following the initial spike last 

spring. Natural cheese and butter sales were 

14.5% and 15.8% higher YOY in volume terms 

during the same period, as consumers continue to 

prepare more food at home.

Although the retail gains have been strong, 

they have been unable to offset lost dairy 

demand from the foodservice channel. During 

the pandemic, the dairy sector has benefited from 

the popularity of the fast food and pizza 

segments, which are important drivers of dairy 

demand. We expect these foodservice segments 

to continue to do well, but we should also be 

prepared for some disruption, as consumers may 

forego a pizza night or a fast food stop in favor of 

dining at a favorite restaurant once again later this 

year.  

Government support in 2021 should be less 

dramatic in magnitude. An additional Covid

relief plan of USD 1.9 trillion is expected to be 

approved in early 2021. This aid package should 

be more predictable than previous versions. Of 

that 1.9 trillion, USD 16.1bn is designated for the 

USDA, primarily for nutrition programs, with some 

funding earmarked for purchasing commodities. 

Markets will experience continued volatility, 

though nothing like what was experienced in 

2020. While we have a clearer view of what the 

future may hold than we did at this time last year, 

the path to get there will still contain some 

surprises. These surprises will result from 

temporary market imbalances as we try to strike 

the right balance between milk production, 

domestic demand, trade, and a gradual phasing 

out of government aid. 
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Figure 4: US Milk Production, Jan 2019-Jan 2021



New 
Zealand

Producer confidence is riding high with 

commodity prices leaping 24% so far in 2021. 

Off the back of the magnitude of the price climbs, 

and in anticipation of dynamics in China 

supporting further upside to come, Rabobank now 

forecasts a farmgate milk price of NZD 7.80/kgMS

for the 2020/21 season. 

The new decade ushered in a period of volatile 

weather across New Zealand. Rain, hail, and 

snow for parts of the South Island – Canterbury 

and Otago in particular – were quickly followed by 

pockets of extreme heat into February. This is a 

reflection of the ‘non-traditional’ La Niña weather 

patterns experienced over summer. 

Despite interspersed rainfall, milk flows in 

parts of the North Island are beginning to 

respond, as crispy temperatures zap pasture 

growth. Seasonal dry conditions are now in place 

across the majority of the North Island as well as 

the east coast of the South Island. Extended dry 

periods are forecast to remain over the autumn 

months – notably North Waikato. NIWA proffers 

some relief, noting the potential for sporadic heavy 

rainfall in autumn as the impact of the non-

traditional La Niña continues. 

Rabobank anticipates milk collections across 

the 2020/21 season will marginally lift by 1% 

for the full season, with milk flows over the tail of 

the season anticipated to hold up much better 

than the prior period, also helped by more feed 

reserves following a bountiful spring period.  

The new season’s milk production (beginning 

June 1, 2021) will see stronger milk volumes 

year on year to kick off the beginning months. 

The repeatedly dry summer conditions impacting 

North Island milk production over the final milking 

months have some producers considering various 

production methods to help maximize output over 

the first half of the milking season. 

Export volumes for the three months to 

December 2020 declined 1% (9,200 mt) from 

the prior year. Fewer shipments to the UAE, Sri 

Lanka, the Philippines, and Australia contributed to 

lower year-on-year comparables, despite record 

export volumes to China during November 2020. 

Export volumes through 1H 2021 are expected to 

be higher compared to the prior year, due to weak 

2020 shipments combined with relentless Chinese 

demand over the opening months of the new year 

playing out. 

A number of changes regarding freshwater 

regulation kick in this year for dairy farmers.  

These include restrictions around winter grazing, 

land-use intensification, and applications of 

synthetic nitrogen fertilizer. Not all restrictions will 

impact farms equally, but planning will be required 

for those affected. 
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Figure 5: New Zealand Milk Production, Jan 2019-Jan 2021



Australia

Australian milk production growth stalled 

somewhat in late 2020. Production for the season 

to date (July 2020 to January 2021) is up 1% YOY. 

However, production fell by -0.7% in Q4 2020 vs. 

the previous year. Growth in the quarter was 

confined to NSW and Tasmania. In January 2021, 

output was quite strong, recording a 3.3% YOY 

gain against a low comparable. 

As the season winds down, production growth will 

be modest as it confronts strong comparables. In 

addition, the expansion of the national herd is 

taking time after several years of drought. Still, 

there are signs of a turnaround. Cull cow prices 

remain attractive, but the cull rate is witnessing a 

soft landing.

Rabobank has lowered its milk production forecast 

for 2020/21 and expects output to be flat with the 

previous season at 8.7bn liters.

Healthy farm profitability is forecast to 

continue through 2021. Farm margins are largely 

locked-in for the remainder of this season. Many 

key dairy farm regions are enjoying very favorable

seasonal conditions, a plentiful supply of feed, and 

an improved water market outlook for irrigators. 

Rising purchased feed costs are a key risk to 

farmer margins. Nonetheless, a healthy local 

winter crop is keeping feed bills in check for now.

The outlook for seasonal conditions looks favorable

for the key autumn period. The Bureau of 

Meteorology is expecting March to May rainfall to 

be wetter than average for most of the key 

dairying regions.

Rabobank’s southern export-modeled milk 

price for 2020/21 has been revised up to AUD 

6.60/kgMS. June 1 will again be a day worth 

noting. As part of the Dairy Code, dairy companies 

are required to broadcast their milk pricing for the 

upcoming season commencing July 1. 

Australian dairy exports have been resilient in 

the 2020/21 season. On a volume basis, dairy 

exports were 8% higher through the first half of 

the season. There were mixed results across the 

key product streams. Total cheese exports are 

down 5% in the first half of the season, with 

milksolids favored for packaged milk and 

SMP/butter for exports. This will remain the trend 

while the foodservice sector recovers. The 

headwind of a stronger currency has seen total 

export returns fall despite the higher volumes 

shipped.

The domestic dairy market continues to 

operate in a new normal, which is favorable for 

dairy consumption. Retail food sales remain 

elevated with consumers confined to home more. 

The foodservice channel is seeing sequential 

improvement but remains below pandemic levels 

and bumpy in its recovery. Nonetheless, the net 

result is that total dairy consumption remains 

buoyant with a positive outlook for 2021.



Source: Dairy Australia, Rabobank 2020

Figure 6: Australian Milk Production, Jan 2019-Jan 2021
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Brazil

Milk production growth stagnated in Q4 2020, 

advancing by just 0.6%, as dry weather and 

high feed costs reduced output. Farmgate prices 

remained at elevated levels in early 2021, at around 

BRL 2/liter (USD 0.37/liter), and are sufficient for 

farmers to make adequate margins, despite record 

domestic grain prices that continue to be 

impacted by the weak Brazilian real. The economy 

as a whole slowed after the government cash 

transfer program was interrupted in Q4 2020, and 

this has impacted demand for milk and other food 

products in early 2021. 

The late arrival of the rainy season in late 2020 

was insufficient to prevent a decline in pasture 

availability in some regions, particularly in the 

Southeast and South in early 2021. Limited pasture 

and high grain prices have compounded in recent 

months, negatively impacting milk output at the 

farm level in Brazil. Rabobank expects milk 

production to advance just moderately in the first 

half of the year by around 1% in volume terms. 

The recovery of the Brazilian economy remains 

uncertain at this stage. The vaccination program 

has seen some progress in recent weeks, but the 

limited availability of vaccines has meant a slower-

than-expected pace. The pandemic remains strong 

and is likely to cause further mobility restrictions in 

Q2 2021, further impacting economic activity. 

Meanwhile, the government cash transfer program 

is likely to be extended from March onward, but 

the actual sum, number of people covered, and 

length are all still to be decided. The effect of cash 

transfers for the dairy market in 2020 were very 

significant and helped sustain purchases at high 

levels for many months. Therefore, an extension in 

2021 should provide some support to retail sales at 

a time when the economic recovery remains weak 

and infection numbers are extremely high. 

Imports advanced 23% in 2020 compared with 

2019, despite the weakening of the Brazilian 

real. This was possible due to high local milk prices 

and steady demand supported by the 

government’s cash transfer program. However, a 

repeat of that performance is unlikely for imports in 

the first half of 2021, given that international prices 

have increased and that the Brazilian real has 

continued to underperform against the US dollar. 

Also, weaker domestic demand will limit Brazil’s 

appetite for imported milk for now. If the economic 

recovery gains strengthen in the second half of 

2021 and if the currency recovers somewhat, 

imports could see another gain in 2021.



Argentina

The slowdown in Argentine milk production 

growth continued through Q4 2020 and into 

Q1 2021. Persistently high feed costs have eroded 

farmers’ margins, especially as farmgate prices 

have not kept pace with cost inflation since the 

end of Q3 2020. Farmgate milk prices stood at 

USD 0.27/liter in January 2021, around 8% lower 

compared to January 2020, a level that barely 

covers operational costs for the average dairy 

farmer, according to local sources. As a result, 

many small and medium farmers that depend on 

purchased grains have been forced to slow 

production growth. Larger dairies that often 

produce their own feed continue to perform 

better and are expected to gain further market 

share in 2021.

The weather supported milk production 

growth at the start of 2021, with rain patterns 

and temperatures more favorable than expected 

at the time of our last quarterly report. The effects 

of La Niña have not been as intense, and this has 

helped pasture growth and animal comfort at the 

start of 2021. Weak comparable numbers and the 

statistical effects from strong growth in early to 

mid-2020 will help guarantee volume growth in 

the first half of 2021 in Argentina. However, 

production is expected to slow down further in 

the second half of the year as costs pressures are 

expected to persist.

Ample government subsidies will continue to 

support domestic dairy consumption in 2021 –

a  year of mid-term elections – in part 

compensating for elevated inflation and an 

uncertain economic recovery. Vaccinations have 

advanced modestly. As of the end of February, just 

1.9% of people have been vaccinated. At the 

current pace, the desired herd immunity will not 

be achieved by the end of 2021.

Dairy intake is expected to remain at around 180 

liters per person in 2021, a level similar to that 

registered in 2020, with consumers trading down 

further from hard cheeses and yogurt to fresh 

dairy products as incomes lose further purchasing 

power.

Steady consumption in 2021, combined with 

weak milk production growth, will reduce the 

chances of another year of the significant 

export growth seen in 2020, when Argentine 

dairy exports jumped by 23% in volume terms. 

Around 36% of the additional exports in 2020 

went to Brazil, followed by Algeria (27%), Chile 

(11%), and Peru (7%). Exports are expected to 

remain largely unchanged in volume terms in 

2021 and could even be negatively impacted by 

some additional taxes or restrictions, considering 

that international prices are favorable and that the 

government will try to curb international sales to 

keep the domestic market well supplied.



India

An underwhelming flush this season led to a 

smaller increase in milk production compared 

to previous seasons, tightening milk supplies. 

When faced with lower milk prices impacted by 

Covid-19, many farmers opted to simplify feed 

rations. In some cases, underfeeding with reduced 

nutrition was also observed. These dietary 

changes offset any incremental gains that would 

have been expected in a normal flush. The 

government has indicated good growth (more 

than 5% YOY) in 2019/20 milk production, with 

volumes expected to cross 197mmt. Rabobank

forecasts that milk production will cross 200mmt 

in the 2020/21 season.

Farmgate milk prices are expected to firm up 

next quarter. The raw cow milk price in 

Maharashtra has moved up by 5% to 10% over the 

past few months. Current prices range between 

INR 26/liter to INR 28/liter (USD 0.35/liter to USD 

0.38/liter) and climbing. With current supply 

tightness and an incoming lean season, prices are 

expected to move up in the coming months and 

to cross INR 30/liter (USD 0.41/liter).

Consumer demand has remained strong while 

business-to-business is on a recovery path. 

Business-to-consumer demand has grown 

significantly over the last two quarters and is 

expected to continue the momentum through 

the first half of the year. Business-to-business sales 

have also improved over past few months. Most of 

the QSR chains are reporting pre-Covid-19 sales 

levels. Some highway outlets have increased sales 

above pre-Covid levels. The dine-in segment is 

also showing signs of recovery, though has yet to 

return to pre-Covid levels. Cheese sales have 

improved, with strong demand from business-to-

consumer and QSR chains.

Domestic milk powder prices have increased 

by 30% to 40% over last quarter. Domestic SMP 

prices have increased to INR 260/kg to INR 275/kg 

(USD 3,550/mt to USD 3,750/mt). Though surplus 

SMP stock remains an area of concern, tightness in 

the milk supply due to the underwhelming flush 

season has supported demand for SMP in the 

domestic market and pushed prices higher. SMP 

prices are expected to increase further by 15% to 

25% in the coming lean season over next quarter.

SMP exports remain insignificant so far in 

fiscal year (FY) 2021, beginning April 2020 

through November (the latest month with data 

available). India has exported 3,319 mt of SMP 

YTD in FY 2021 (Apr-Nov), compared with 732 mt

in the same period last year. Considering the 

current domestic prices and expected increase in 

the coming months, exports will not be an 

attractive proposition for domestic exporters, even 

accounting for the export subsidy (USD 700/mt) 

provided by the Gujarat state government. The 

need to dispose of near-expiry surplus SMP stocks 

may lead to some heightened exports.



China

Milk prices in China extended the upward 

momentum into early February 2021, hitting a 

historical high of CNY 4.29/kg (USD 0.66/kg), up 

12% YOY, while milk production also topped a six-

year high in 2020, with indications that 

momentum continued into January 2021.

Increased concentration of milk supplies in the 

hands of a few large players and a consumer shift 

toward the white milk category in the post-Covid-

19 recovery phase have supported the price and 

production gains. 

Until recently, the Oceania WMP price was at a 

23% discount to the average domestic milk 

price, but that competitiveness has now 

collapsed after narrowing import parity to 4% 

following the March 2 GDT event. Meanwhile, 

seven of the top ten milk-producing provinces see 

early signs of farmgate milk prices topping out 

and heading into seasonal softening. 

Retail and foodservice sales recorded 

substantial year-on-year gains during the 

Chinese New Year in the absence of the major 

lockdowns experienced in 2020. However, with 

the Ministry of Commerce reporting retail and 

foodservice sales growth of 4.9% and the State 

Taxation Administration reporting foodservice 

sales growth of 5.4% vs. the 2019 Chinese New 

Year, the performance appeared to be much 

more muted and below the long-run average 

before the pandemic.

Channel checks and feedback from industry 

contacts indicate that the government 

discouraged the migrant population from 

returning to hometowns for the Chinese New 

Year, which contributed to dairy demand growth 

in large cities, especially in the fresh milk category.  

This may have also been partly offset by slower, if 

not weaker, consumption in lower-tier cities due 

to less migrant travel. 

It is too soon to tell how quickly consumption 

may recover from the post-Chinese New Year 

seasonal slump. Apart from fresh milk, some 

cautious sentiment is rising in the retail market for 

UHT dairy post-Chinese New Year, as the 

distribution channels need to be cleared as in 

normal years. 

China's National Bureau of Statistics (NBS) data 

indicates that milk production grew by 7.5% YOY 

during 2020, driven by renewed herd expansion, 

which started in 2019. While corn and soybean 

meal prices have surged significantly, the impact 

on the cost of milk production tends to lag the 

spot market for corn and soybean meal. 

Therefore, dairy farms (especially the large 

corporate farms) are still very profitable, albeit 

with lower percentage margins. This will continue 

to incentivize milk production and likely 

investment, at least in the near term.



China

Rabobank revised its 2020 milk production 

growth estimate to 7.5% YOY (up from 5.5% 

YOY previously), in line with the official statistics. 

Rabobank maintains its 2021 production forecasts 

at 6% YOY in 1H 2021 and 6.5% YOY in 2H 2021. 

Supply growth is driven by expansions and 

facilitated by a short-term push in Oceania heifer 

exports to China. 

Higher-than-normal total inventories persist. 

Based on the NBS's dairy production growth (a 

proxy for processing demand growth), we lifted 

our 2H 2020 consumption growth to 6% YOY, vs. 

4% previously. These do not alter the previous 

estimates of higher-than-normal inventory levels 

likely in the channels. The revisions have a knock-

on effect for 2021 production and consumption 

volume estimates, as we retain a demand growth 

forecast of 9% YOY in 1H 2021 and tweak 2H 2021 

demand growth to 4% YOY (vs. 3% YOY 

previously), as comparison over a normalized 2H 

2020 becomes challenging.

The import demand outlook has improved, 

triggered by high domestic prices and  

potential hoarding given supply chain 

challenges from global shipping and customs 

delays. Rabobank expects LME imports to increase 

by 2% YOY in 1H 2021, despite a well-stocked 

market, considering the fresh arrivals of cheaper 

WMP and SMP under the China-New Zealand FTA. 

The outlook for 2H 2021 imports is less optimistic, 

falling by 11% YOY and culminating in a full-year 

decline of 4% YOY. However, further stockpiling 

toward year end 2021 is likely. 

Looking into 1H 2022, Rabobank expects milk 

production growth to slow to 4% YOY, while LME 

consumption decelerates to a longer-term trend 

line of 3% YOY. The pressure to destock is likely to 

rise, with LME imports forecast to fall by 14% YOY 

in 1H 2022, resulting in two consecutive year-on-

year declines in imports in 2H 2021 and 1H 2022.

Processors have been bearing most of the 

brunt of the rising milk prices since Q3 2020.  

Some processors just recently raised basic white 

milk prices by 3% to 5% early in 2021. As a result, 

demand growth is unlikely to be affected in the 

near term. Processors of liquid products are 

enticed to import WMP for cost optimization, due 

to strong domestic milk prices. However, imported 

WMP prices have been on the rise as well. It is a 

matter of time until processors pass on higher 

milk and ingredients costs to consumers, which 

could then slow the demand momentum more 

than expected and pressure milk prices.

China's continuing interest in increasing safety 

stocks presents an upside risk to the import 

outlook, while the dairy sector’s ongoing 

investment spree to boost domestic self-

sufficiency may present a downside risk to milk 

prices and China's import needs as some of these 

projects materialize.



Source: China Customs, Eucolait, Chinese Ministry of Agriculture, Rabobank 2021

Figure 8: China WMP Import Parity, Jan 2013-Mar 2021
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2020 2021 2022

Q1 Q2 Q3 Q4 Q1f Q2f Q3f Q4f Q1f Q2f

Butter

Europe EUR/mt 3,575 3,023 3,408 3,443 3,625 4,225 4,300 4,125 4,000 4,000

US USD/mt 4,025 3,145 3,521 3,251 3,225 3,750 3,960 4,040 3,930 4,150

Oceania USD/mt 4,143 3,935 3,446 3,851 5,170 5,200 4,950 4,800 4,800 4,800

Cheese

Europe (Gouda) EUR/mt 3,284 3,122 3,113 3,185 3,180 3,270 3,250 3,200 3,175 3,175

US (Cheddar) USD/mt 3,900 3,613 4,756 4,695 3,600 3,915 3,970 4,005 3,860 3,990

Oceania (Cheddar) USD/mt 4,229 4,140 4,300 3,755 4,200 4,300 4,250 4,200 4,200 4,200

Dry whey powder

Europe EUR/mt 793 738 724 738 855 900 880 850 850 850

US USD/mt 794 822 733 844 1,085 1,095 1,035 990 990 990

Skim milk powder

Europe EUR/mt 2,511 2,031 2,118 2,173 2,325 2,425 2,450 2,400 2,375 2,375

US USD/mt 2,650 1,995 2,157 2,384 2,465 2,520 2,630 2,700 2,750 2,770

Oceania USD/mt 2,946 2,569 2,809 2,843 3,250 3,300 3,150 3,100 3,100 3,100

Whole milk powder

Europe EUR/mt 2,998 2,683 2,734 2,731 2,910 3,250 3,300 3,150 3,000 3,000

Oceania USD/mt 3,039 2,756 3,039 3,082 3,750 4,300 3,850 3,200 3,200 3,200

South America USD/mt 3,050 3,050 3,050 3,050 3,500 3,750 3,600 3,250 3,250 3,250

Source: USDA, forecasts by Rabobank 2021

Table 1: Quarterly Dairy Commodity Prices (Historic and 
Forecast), Q1 2020-Q2 2022f
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Figure 9: Exchange Rates, USD vs. Exporters, 2015-2021
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