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GLOBAL DAIRY COMMODITY UPDATE FEBRUARY 2023

Market sentiment has weakened in the global market but there has been little change in
short-term fundamentals.

While demand has pushed back against high product prices, ideal European autumn weather
and lower feed prices has bolstered feed reserves and continues to benefit milk supply. As
cheese and butter demand slowed, SMP and butter stocks have increased.

EU cheese demand is now more critical to global fundamentals. If it worsens and more milk
is sent to milk driers and butter churns, market recovery in commodities will be slower.
Buyers with cover can sit and wait for the bottom.

The timing of a revival in China’s powder demand is the biggest factor the market is now
betting on. Futures markets are consistent in expectations of steadily rising values by mid-
year, pricing-in the return of Chinese buyers and some slowing in milk output to tighten
WMP, SMP and butterfat markets. There may not be a uniform upswing, as there are stocks
of WMP to work through. China’s overall demand has slowed but consumer activity is
improving.

The SMP balance sheet is the major worry going forward. Higher SMP production in NZ and
the EU and the slump in demand (export and domestic), have added significantly to world
stocks - compared to the tight situation in the prior year. Trade improvement may take a
little while in 2023, as many buyers wait for a clear sign the market has bottomed.

Butterfat seems less a challenge — most of the increased availability for trade was already
soaked up in the 2nd half of 2022, and lower prices will help in the coming months.

The current surge in milk supply may not last long. On-farm pressures could easily return in
H2-2023 as EU and US producers face tighter cashflows and (in the EU) possibly less spring
pasture. Feed grain prices are also uncertain, depending how the Ukraine war develops (and
if food and energy are again be used as leverage). In the meantime, the corn belt in the US is
historically dry and South American crops are threatened by the final fling of La Nina. US
milk output is already slowing, ensuring more milk goes to putting cheese on pizzas and
producing less milk powder.
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About Maxum Foods: Maxum Foods is one of Australia and New Zealand'’s principal
suppliers of dairy ingredients to the Human Health and Nutrition, as well as the Animal
Nutrition industries. Maxum Foods specialises in supplying medium to large-scale food
manufacturers with high-quality dairy ingredients such as milk powders, cheese and butter.
Backed by top-level technical support and a huge dairy ingredient range, Maxum Foods have
open global supply channels to source exactly what our customers need.

For more information or interviews contact:
Edwin Lloyd

Executive General Manager - Foods

Ph: +61 7 3246 7810

Email: edwin@maxumfoods.com

For media enquiries please contact:

Agata Swanborough

Communication & Business Services Manager
Ph: +61 437 624 966

Email: agata@maxumfoods.com

Maxum Foods —Global Dairy Commodity Update

Your partner in dairy

+61 7 3246 7800 80 Petrie Terrace, Petrie Terrace Qld 4000
maxumfoods.com PO Box 449, Spring Hill, Qld 4004


mailto:edwin@maxumfoods.com
mailto:agata@maxumfoods.com

