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The IFCN Network

Mission:
Create a better understanding of the dairy world by
providing comparable data, knowledge and inspiration.

Dairy Data - Knowledge - Inspiration

The IFCN Network Approach — 3 knowledge pillars

- Network of Researchers

- Network of Supporters (companies and organizations of the dairy industry)
- IFCN Research Center in Kiel (with >20 employees)
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World Milk Price 2006 — 2018

Dairy Data - Knowledge - Inspiration

> Price levels (simplified)
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Key driver for prices:
Milk supply and demand shifts.
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US cwt prices: Fat : 3,76 % fat, 3,12% protein
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Changing Fat / Protein Content - Case USA

Dairy Data - Knowledge - Inspiration

Fat and protein Protein vs. Fat vs.
in milk Long term average Long term average
410% 3.16% - o 390% - | Milk production growth 2018 (partly est):
t 5 156, | 1.0% natural content
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Discussion session today: World milk supply
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Data fixed until October 2018 + estimates for November & December based on growth rates from previous year
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Relation of World to National Milk Price

Dairy Data - Knowledge - Inspiration
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USA- A Net-Exporter or Importer for Dairy?

10

mill t milk equivalents
N

US Dairy Trade 1996 - 2017
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Dairy Data - Knowledge - Inspiration
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Headquarters: 10 in Northwest Europe, 6 North America, 4 in Asia/Oceania
Processing of top 20: 25% of worlds milk 2017; 42% of milk delivered
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IFCN Top 20 Milk Processors List 2018

Method: Milk intake by company data or estimates; year 2017 Pairy bata  Knowledae - Inspiration
Highlights
Oricin & mai ti Milk intak Estimated Market share in
Rank 2018 Company name ccralt?r:?rie:.am operation inlmillr taMg turnover per kg % of world milk 212 m||| t processing
’ milk, in USD roduction ; ;
P (+12 mill t to 2016 list)
1 Dairy Farmers of America USA 292 05 3,5% .
2 Fonterra New Zealand/ others 237 06 2.8% 1.0 US$ per kg mllk
3 Groupe Lactalis France/others 196 1.1 2.4% (Range 0,5-2 US$)
4 Arla Foods Denmark/Sweden/others 139 08 1,7%
O Ngstlé . Switzerland/others 13,7 18 1,6% T0p3: no Change
6 FrieslandCampina Netherlands/others 136 10" 1,6% DEA E i Lact |
7 Saputo (incl MG) Canada/USAlothers 98" 11* 12% , Fonterra, Lactalls
8 Dean Foods USA 94 08 1,1%
9 Amul (GCMMF) India 93 07 1,1% Up Compared to 2016
10 Danone France/others 86 20 1,0% : :
2 ! ’ +
11 DMK Germany/Netherands 8.1* 09" 1,0% 4’5 ml” t LaCta“S
12 Califomia Dairies USA 77 05 0,9% + 2.8 mill t Amul (ECM)
13 Yili Group China 72° 14 0,9% + 2.1 mill t Saputo
14 Glanbia Group Ireland/USAothers 6,5 06 0,8%
15 Mengniu China 64 14 0,8% . P
16 Agropur Canada/USA 6,3 0,8 0,8% DOWH In mllk Intake to 2016
17 Groupe Sodiaal France 49 12 0,6% Arla, Dean foods
18 Mualler Germany/UK/others 46" 1.1* 0,6%
19 Schreib_er Foods_ USA 45" 1.1* 0,5% 50% are “Cooperatives”
20 Bongrain/Savencia France/others 41 13 0,5%
Sum of Top 20 211 1,0 254%
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Agenda

Dairy Data - Knowledge - Inspiration

1. The IECN concept IFCN T
Dairy Outlook 2030 e

DairyData Knowledge-

2. The dairy world today CURIODS? YOHOU"D BE

3. The dairy world 2030

4 . S U m m ary THE DAIRY WORLD 2017 vs. 30

@ Milk production: @ Milk production per farm:
+ 304 mint y + 54%

Approx. 3 times of the
current USA milk supply

Per capita milk consumption: Q‘ Average milk yield:
+16% +23%

Until 2030, Iobal population will increase by 16% to 8.7 billion
people, so 2 billion more consumers will demand milk products.
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IFCN Long-term Dairy Outlook — concept

Dairy Data - Knowledge - Inspiration

What is the IFCN Long-term Dairy Outlook:
It has been an ongoing research project in IFCN since 2013 JANUARY

It is a database ex post 1996-2017 & 13 year forecast Planning the
It covers 200 countries and has comparable data NEXEOUIIO0K

MARCH

IFCN Long-

term Dairy

Outlook is
ready!

SEPTEMBER

Validation at
Supporter
Conference

Method — Iterative supply &demand simulation:
1. Define a scenario + technical assumptions

2. Simulate milk supply and demand per country Dairy
3. Search for the balancing world milk price level CONIEIEnce

JUNE
Validation at
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IFCN Long-term Dairy Outlook scenario definition

Demand: Strong greferences for dairy

Income Restricted 2.3% Growth

demand + 23 mill t/year
one additional NZ /year

Policy Policy

+ GDP decline ' + GDP growth

. Protectionismg . . « Open trade

. Political Stagnation Rich & Picky . Peace
instability

H
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-

Demand: More dairy-free diets and technical progress (less food waste)
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IFCN Long-term Dairy Outlook scenario definition

Demand: Strong Rreferences for dairy

................................................ IRop .
N'sce,,
o
Income Restricted |  2.3% Growth
World milk price World milk price

lower 41 $/ 100 kg ; 18%/cwt

Policy Policy
+ GDP decline ' + GDP growth
. Protectionismg . . « Open trade
. Political Stagnation Rich & Picky . Peace
instability World milk price World milk price
: very low lower

H
S N EE AN E NN NN EEEEEEEE NS NN EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEES
-

Demand: More dairy-free diets and technical progress (less food waste)
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The Dairy World 2030 vs. 2017 (Scenario 2,3%)

@ Milk production: @ Milk production per farm:
+ 304 mint ] + 94%

Approx. 3 times of the
current USA milk supply

ﬂ Per capita milk consumption: AN Average milk yield:
+16% o + 23%

Until 2030, global population will increase by 16% to 8.7 billion
people, so 1.2 billion more consumers will demand milk products.
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Dairy World in 2007 / 2017 / 2030 Scenario 2,3%
Results based on 3/2018 data Deiry Data. Knowledge - Inspiration

Annual values Change 2030 vs. 2017
2007 2017* 2030 Absolute % CAGR %lyear

World Unit

Milk supply and demand
Milk production = milk

demand* mill t ECM 696 864 1168 304 35% 2.3%
World trade

Excl. EU-28 intra trade*** mill t ECM 36 55 95 40 73% 4.3%
Supply drivers

Number of milk animals mill head 332 372 417 45 12% 0.9%
Average milk yield t / milk animal / year 2.0 2.2 2.7 0.5 23% 1.6%
Farm number mill 119 118 104 -14.0 -12% -1.0%
Average farm size head / farm 2.8 3.1 4.0 0.9 29% 2.0%
Demand drivers

Population billion 6.5 7.5 8.7 1.2 16% 1.1%
Dairy consumption per capita kg ME/ capita/ year 104 116 135 19 16% 1.2%

Explanations:

Results based on Scenario 1 (High milk demand due to consumer preferences and beneficial political and economic situation)
* Preliminary data of the year 2016, partly estimated

** Small deviations of total supply and demand due to changes in stocks

*** Representing volume traded from surplus countries; imports from net exporters not included

ECM= Energy corrected milk (standardized to 4% fat and 3.3 % protein)

ME= Milk equivalents, method: “fat and protein only”

CAGR= Compound Annual Growth Rate

Status of data : 03/2018

22 January, 2019 Source: D3.2 - Dairy Sector Analysis with IFCN Long-term Dairy Outlook 2030, status 3/201BOR INTERNAL USE © IFCN 2019 | 16



Dairy Data - Knowledge - Inspiration

Where will the
milk of the future
be produced?

22 January, 2019 Source: D3.2 - Dairy Sector Analysis with IFCN Long-term Dairy Outlook 2030, status 3/2018 FOR INTERNAL USE © IFCN 2019 | 17


https://www.istockphoto.com/photos/milk-bottle

Dairy Data - Knowledge - Inspiration

‘ Milk production growth 2030 vs 2017 (all milk) in mill t ECM ( Scenario 2,3% growth)
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Dairy Data - Knowledge - Inspiration

| ocal for local

or

Local for global?

IFCN Outlook 2018: Dairy Trade + 74% more in 2030

22 January, 2019 Source: D3.2 - Dairy Sector Analysis with IFCN Long-term Dairy Outlook 2030, status 3/2018 FOR INTERNAL USE © IFCN 2019 | 19



For whom : Local or Global?

Dairy Data - Knowledge - Inspiration

Annual absolute growth world 1997 — 2030 in mill t/ year

_ 1997-2007 | 2007- 2017 | 2017-2030

87% consumed where produced

Production growth/ year 14 17 23

13% additional milk will be traded
Local for local 13 15 20

Share of ,local for global” increasing
Local for global 1 2 S

22 January, 2019 Source: D3.2 - Dairy Sector Analysis with IFCN Long-term Dairy Outlook 2030, status 3/2018 FOR INTERNAL USE © IFCN 2019 | 20
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ME = Milk equivalents, based on fat and protein only
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Cases from the Top 6 Asian Importers

15

Mill t / milk equivalents

-20

Top 3: Milk Surplus & deficit

N
75% in 2017 \

AN

N\

o5 |
China — 65% suffici@incy in 2030

-30

—China —|ndia —|ndonesia

Dairy Data - Knowledge - Inspiration

Top 4-6: Milk Surplus & deficit
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2,9

Mill t / milk equivalents

-3

-3,5

—South Korea

Japan  —Philippines
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Cases from the Key Dairy Exporters

Milk surplus in mill t Oceania: Minor growth to 2030
B s Milk supply growth + 1,5% / year.
30— ysa Milk surplus growth from New
& ——Oceania Zealand, not Australia
20 EU: Doubling milk surplus 2030
15 Milk supply growth + 1,1%/ yeatr,

" demand growth + 0,4%/year.

Mill t / milk equivalents

5

USA: Reaching current EU levels
Milk supply growth + 1,8%/year,

-5 0
1995 2000 2005 2010 2015 2020 2025 2030 demand grOWth + 1’2/0/year

0
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The Dairy World in 2030

1. Key drivers: Consumer trust in dairy and “policy”
2. We need a lot more milk 2030 - scenario + 2,3% growth
3. How to prepare for 2030
- For US companies international growth opportunities will arise

- Consider local dairy development besides just exports
- Besides the +2,3% growth scenario have a backup plan

Discussion session : 22" January, Tuscany Ballroom F, 14:30 — 15:30
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Thank you for your attention

Dairy Data - Knowledge - Inspiration

Network of IFCN Researchers Network of IFCN Supporters IFCN Dairy Research Center

A great number of people have collaborated since the year 2000
to make this presentation possible.



