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GLOBAL SUPPLY & DEMAND
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Map of Milk Production Growth Between 2014 and 2018*
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Sources: Argentina Government, Belstat, Dairy Australia, DCANZ, Statistics Canada, USDA. Data thru 12-Months ending Nov18



GLOBAL SUPPLY & DEMAND
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Growth in milk supplies are currently below-trend.
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Global Milk-Equivalent Exports
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Exports outpaced production beginning in 2H18
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SITUATION BY PRODUCT 

GROUP
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Dairy product price relationships change after Europe ends quota system.

10

 $-

 $0.50

 $1.00

 $1.50

 $2.00

 $2.50

 $3.00

1
/
1
/
2
0
0
7

1
0
/
1
/
2
0
0
7

7
/
1
/
2
0
0
8

4
/
1
/
2
0
0
9

1
/
1
/
2
0
1
0

1
0
/
1
/
2
0
1
0

7
/
1
/
2
0
1
1

4
/
1
/
2
0
1
2

1
/
1
/
2
0
1
3

1
0
/
1
/
2
0
1
3

7
/
1
/
2
0
1
4

4
/
1
/
2
0
1
5

1
/
1
/
2
0
1
6

1
0
/
1
/
2
0
1
6

7
/
1
/
2
0
1
7

4
/
1
/
2
0
1
8

1
/
1
/
2
0
1
9

$
/
lb

Butter Price Nonfat Dry Milk Price Cheese Price

Europe’s quota system ended on 31 Mar 2015 

Source: USDA



Global NFDM/SMP: Massive inventories are decreasing.
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Global Milk Powder: 

Lower production + greater exports = Less Inevntory.
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Dairy plant investment 2018 thru 2020. Most of the investment is in new 

cheese manufacturing capacity.
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Fluid Cheese Milk Powder

2019 910     2,993 1,643        

2018 (1,594) 1,051 1,127        

Total (684)    4,044 2,770        

Million lbs per day

 of New Milk Processing Capacity

Type of Plant

Cheese

Fluid Milk

Milk Powder

Sources: Company Reports, Analyst estimates



Growth in global cheese markets will be necessary to balance cheese 

markets in Europe and the USA. 
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USA Dry Whey: returning to modest oversupply.
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2019 butter market to be nearly balanced in 

the USA.
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PRICE FORECAST
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Nonfat Dry Milk Price Forecast

18

 $0.60
 $0.70
 $0.80
 $0.90
 $1.00
 $1.10
 $1.20
 $1.30
 $1.40
 $1.50
 $1.60
 $1.70
 $1.80
 $1.90
 $2.00
 $2.10
 $2.20
 $2.30
 $2.40
 $2.50

1
/
1
/
2
0
1
0

5
/
1
/
2
0
1
0

9
/
1
/
2
0
1
0

1
/
1
/
2
0
1
1

5
/
1
/
2
0
1
1

9
/
1
/
2
0
1
1

1
/
1
/
2
0
1
2

5
/
1
/
2
0
1
2

9
/
1
/
2
0
1
2

1
/
1
/
2
0
1
3

5
/
1
/
2
0
1
3

9
/
1
/
2
0
1
3

1
/
1
/
2
0
1
4

5
/
1
/
2
0
1
4

9
/
1
/
2
0
1
4

1
/
1
/
2
0
1
5

5
/
1
/
2
0
1
5

9
/
1
/
2
0
1
5

1
/
1
/
2
0
1
6

5
/
1
/
2
0
1
6

9
/
1
/
2
0
1
6

1
/
1
/
2
0
1
7

5
/
1
/
2
0
1
7

9
/
1
/
2
0
1
7

1
/
1
/
2
0
1
8

5
/
1
/
2
0
1
8

9
/
1
/
2
0
1
8

1
/
1
/
2
0
1
9

5
/
1
/
2
0
1
9

9
/
1
/
2
0
1
9

P
ri

c
e
 p

e
r 

lb

CME NFDM Oceania EU SMP

Forecast: NASS NFDM Forecast EU SMP Forecast NZ SMP

Sources: ADHB, Analyst Estimates, CME, OANDA, St. Louis Federal Reserve and USDA



Butter Price Forecast
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Cheddar Cheese Price Forecast
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Dry Whey Price Forecast
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2 POPULAR QUESTIONS
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WILL U.S. CHEESE PRICES SOAR 

ONCE THE TRUMP 

ADMINISTRATION ENDS THE 

“SECTION 232” STEEL TARIFFS?

23



NO.
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MEXICO: Despite the retaliatory tariffs, the U.S. has been slowly 

winning share of this market.
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Globally traded cheese volumes are below 2017 all-time highs.
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Growth has been concentrated in Asia and, to a much smaller degree, 

South/Latin America.
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Scorecard for cheese trade: Changes in Cheese Market Share by Region

USA New Zealand Europe

Mexico 0.5 0 0

South Korea 1 -1 -1

Japan -1 -1 1

Australia -1 -1 1

China -2 -2 1

Recent Trends in Market Share
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Sources: GTIS, Analyst estimates. * 2018 thru October



WILL NAFTA 2.0 TURN 

AROUND DAIRY MARKETS?
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NO.
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Estimated U.S. Dairy Market Access into Canada under the 

United States-Mexico Comprehensive Agreement (USMCA)

31

 -

 200

 400

 600

 800

 1,000

 1,200
Y
e
a
r 

1

Y
e
a
r 

2

Y
e
a
r 

3

Y
e
a
r 

4

Y
e
a
r 

5

Y
e
a
r 

6

Y
e
a
r 

7

Y
e
a
r 

8

Y
e
a
r 

9

Y
e
a
r 

1
0

Y
e
a
r 

1
1

Y
e
a
r 

1
2

Y
e
a
r 

1
3

Y
e
a
r 

1
4

Y
e
a
r 

1
5

Y
e
a
r 

1
6

Y
e
a
r 

1
7

Y
e
a
r 

1
8

Ta
ri

ff
-F

re
e
 A

c
c
e
ss

 (
M

il
li
o
n
 l
b
s 

o
f 

M
Il
k
-E

q
u
iv

a
le

n
t) USA Exports of Milk-Equivalent to 

Canada in last 12 Months 

Sources: GATS, USTR, Analyst estimates



Disclosures

FUTURES AND OPTIONS ON FUTURES TRADING INVOLVES SIGNIFICANT RISK 

AND IS NOT SUITABLE FOR EVERY INVESTOR. INFORMATION CONTAINED HEREIN 

IS STRICTLY THE OPINION OF ITS AUTHOR AND NOT THAT OF RICE DAIRY LLC 

AND IS INTENDED FOR INFORMATIONAL PURPOSES AND IS NOT TO BE 

CONSTRUED AS AN OFFER TO SELL OR A SOLICITATION TO BUY OR TRADE IN 

ANY COMMODITY OR SECURITY MENTIONED HEREIN. INFORMATION IS 

OBTAINED FROM SOURCES BELIEVED RELIABLE, BUT IS IN NO WAY 

GUARANTEED. OPINIONS, MARKET DATA AND RECOMMENDATIONS ARE SUBJECT 

TO CHANGE AT ANY TIME. PAST RESULTS ARE NOT INDICATIVE OF FUTURE 

RESULTS. RESEARCH ANALYST MAINTAINS POSITIONS IN THE COMMODITY 

CONTRACTS MENTIONED WITHIN THIS REPORT.
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