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Dairy Market Review 
 

Milk production trends in 2017 

 
World milk output reached 811 million tonnes in 2017, 1.4 

percent higher than in 2016.  Across geographic regions, milk 

output expanded in Asia, the Americas and Europe; stagnated 

in Africa; and declined in Oceania.  

In Africa, milk output was estimated at 45.7 million tonnes, 

almost unchanged from 2016, with higher outputs in South 

Africa, Algeria and Tunisia largely offset by lower production 

in Sudan, Ethiopia, Somalia and Tanzania.  

In Asia, milk output rose by 1.9 percent, principally contributed 

by India and Pakistan, compensating for declines in China and 

Turkey. India’s output expansion was mainly a result of rising 

numbers of dairy animals, as yields continued to rise slowly 

reflecting the limited availability of quality feed and fodder, 

estimated at 10 percent of the national requirement. China’s 

milk output declined for a second successive year, as 

expansions in the large, organized sector were inadequate to 

compensate for reductions in the smallholder sector. 

Smallholder dairy farmers who could not cope with the costs of 

relocating away from urban centers and areas designated as 

environmentally sensitive, as required by the new 

environmental regulations left the sector altogether. In Turkey, 

milk output fell for a second year in a row, owing to a decline 

in dairy herd, a process that began in 2014.  

Europe’s milk output increased by 1.3 percent to 224 million 

tonnes. In the EU, a small increase in milk productivity per 

animal enabled milk output to be positive while the EU-wide 

phosphate reduction plan led to some reductions in the number 

of dairy cows.  Milk output in the Russian Federation 

increased, as dairy farming became profitable for the first time 

in several years, supported by higher investment as well as farm 

consolidation and improvements in farm management 

practices. In Belarus, despite some limitations on demand from 

its eastern neighbour and main market, the Russian Federation, 

output expanded, stimulated by government’s efforts to identify 

new export markets elsewhere in Europe and beyond.       

North America produced 1.8 million tonnes of more milk, a rise 

of 1.7 percent from 2016. The United States accounted for 90 

percent of milk output in North America, with production 

continuing to expand because of rising dairy herd numbers, 

stood at 9.3 million dairy cows at the beginning of 2017, and 

productivity growth. In Canada, milk output expanded, 

supported by higher production quotas allocated to provinces 

by the government under its managed production system as 

demand for milkfat from milk processors rose. In Central 

America, milk output increased by 1.1 percent to 17.6 million 

tonnes. Mexico, the largest milk producer in Central America, 

continued to add more genetically improved animals and use 

better feed management practices, but the biggest thrust came 

from increased demand for fluid milk from the processing 

industry.    

In Oceania, milk output declined by 2.9 percent in 2017 to 30.7 

million tonnes.  In Australia, milk output continued to suffer 

from dry weather that affected pasturelands in some highly 

productive dairying regions; however, the dairy herd was in 

recovery. New Zealand’s 2017 milk output declined by 1.1 

percent to 21.3 million, as a result of an unfavourable weather 

that went from being cold, wet to occasionally dry. Moreover, 

the dairy area in the country declined for the first time since 

2006, which appeared to be a result of the introduction of new 

land use regulations to protect the environment that affects 

dairy farming directly. Farmers have responded by optimizing 

herd stocking, thus minimizing the impact of new 

environmental regulations on milk output and indirectly 

benefitting the farmers’ ability to cope with weather 

fluctuations.  

In South America, milk output rose by 2.7 percent to 61.8 

million tonnes in 2017.  Most of the main milk-producing 

countries (Brazil, Colombia and Peru) reported higher milk 

volumes. In Brazil, the strongest support to milk output 

expansion came from increased milk productivity, while the 

dairy herd stabilized at about 40 million. A rise in internal 

demand, amid the suspension of milk imports from Uruguay 

that in 2016 accounted for a third of local consumption, 

weighed on national production. In Argentina, milk output was 

marginally lower than 2016, but the worst of the crisis appeared 

to be over.  
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World trade in milk products in 2017 

 
World dairy exports in 2017 reached 71.6 million tonnes, 1.3 

percent higher than in 2016. Milk exports from Africa, Central 

America, Europe and North America increased, but those from 

Asia, Oceania and South America declined. A key factor that 

influenced this expansion was the continued rise in import 

demand from China, United Arab Emirates, Japan, Mexico and 

Australia that counterbalanced import contractions from 

elsewhere, especially Egypt, Brazil, the Philippines, the 

Russian Federation, Saudi Arabia and Indonesia. Increased 

supplies from the EU, Mexico, Canada and the United States 

were adequate to cover export shortfalls from some leading 

exporters, including New Zealand, Argentina, Australia, 

Belarus, and Uruguay.  

 

World butter trade declined in 2017 by nearly 11 percent, a 

result of reduced shipments from New Zealand (-13.3%), the 

EU (-17.4%), Australia (-48.4%), Mexico (-44.2%) and 

Belarus (-5.8%), which could not be compensated for by 

increased supplies from Ukraine (152.6%), India (+81%) and 

the United States (+18.2%). The shortfall in world butterfat 

supply resulted from an increased demand for butterfat in the 

EU and a shortfall in production in Oceania. Despite this, and 

undeterred by international price increases, import demand 

continued to swell, especially in China, as butter constitutes a 

small proportion of household budgets among more affluent 

consumers. In response, the EU and New Zealand redirected 

their limited exports to countries with stronger import demand. 

 

  

 

World cheese trade continued to expand by 2.5 percent in 

2017. Much of the extra cheese traded in the world in 2017 

originated in the United States (+18.5%) and the EU (+3.7%). 

EU origin cheese varieties continued to make strong inroads in 

the Japanese cheese market, overtaking Australia’s cheese 

exports to Japan in 2017. Competitive pricing, promotion of 

niche products and banded cheese varieties, often with 

geographic labelling, have supported the trend.  Asia provided 

the largest market for cheese exports and absorbed 50 percent 

of world exports, principally led by Japan, China and the 

Republic of Korea. Cheese consumption per capita has risen 

rapidly in East Asia, driven by rising incomes, changes in food 

habits and the spread of restaurant chains that use cheese as a 

key ingredient.  However, exports declined in several leading 

exporters: in Belarus, reflecting reduced import demand from 

the Russian Federation; and in New Zealand and Argentina 

due to production shortfalls. 

 

 
 

World SMP trade in 2017 expanded by 8.9 percent, 

underpinned by demand from the processing industry, 

including for reconstituting as liquid milk, preparing dry mixes, 

confectionary and bakery products. Relatively low international 

prices added an incentive for some countries to import more or 

to place new import orders. Asia’s total SMP imports 

marginally declined, but imports continued to rose in China -

the largest Asian market for SMP- by nearly 29 percent, driven 

rising demand from consumers and the processing industry. 

Mexico -the largest SMP importer in the world- imported 15.8 

percent more SMP in 2017, mainly to meet demand from the 

processing industry. Elsewhere, imports expanded in Algeria, 

 

 

Japan, offsetting declines in the Philippines, Egypt, 

Malaysia, the Russian Federation and Indonesia.  
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The increased import demand for SMP opened up export 

opportunities for the EU and Canada, enabling the private 

sector in the EU to bring down stocks to near zero.  

 

 
 

 

World WMP exports in 2017 declined by 1.5 percent for a 

third successive year, a trend that began in 2015, primarily 

reflecting limited export supplies from New Zealand and sharp 

export declines mainly from Argentina (-35.3%), Uruguay (-

14.2%) and Australia (-22%). Asia continued to provide the 

largest market for WMP. Consolidating this position, imports 

continued to rise in China (+9.9%), United Arab Emirates 

(+13.2%), Bangladesh (+26%) and Malaysia (+36.1%), but 

partially offsetting declines elsewhere, especially Brazil (-

42.2%), Algeria (-22%), Saudi Arabia (-18.3%) and Oman (-

16.3%). In China, this year’s import expansion is a result of a 

widened gap between its national production and consumer 

demand. High import demand in 2017 caused international 

price quotations to rise for WMP, providing incentives for some 

major producers to allocate more milk to producing WMP than 

their historical average, as it was seen in New Zealand in that 

WMP output expanded despite a decline in its overall milk 

output.   

 

 

 

 

 

 

 

 

International dairy price movements 

 
The average dairy export price in 2017 was up 31 percent from 

2016. In the first half of the year, prices remained stable as 

ample export supplies from the Northern Hemisphere were 

sufficient to meet import demand. But from May to September 

2017 dairy prices strengthened, driven by strong import 

demand, especially from Asia, reflecting tighter exportable 

supplies from Oceania, South America and Europe. From 

September onwards, dairy prices started to weaken as export 

supplies increased from almost all major producing countries.   

Across milk products, in 2017 the average international price 

per tonne for butter rose by 66 percent, WMP by 29 percent, 

cheese by 24 percent, and SMP by 2 percent. Butter price 

quotations firmed, as export supplies from the EU and Oceania 

continued to drop amid strong import demand, especially from 

Asia. The moderate increases in cheese and WMP prices were 

underpinned by continued rise in import demand from Asia. 

Finally, large SMP stocks held by the EU resulted in low SMP 

international prices.  
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SELECTED INTERNATIONAL PRICES FOR MILK PRODUCTS AND DAIRY PRICE INDEX 
 

 International Prices (US$ per tonne) FAO Dairy Price Index 

PERIOD Butter1 
Skim Milk 

Powder2 

Whole Milk 

Powder3 

Cheddar 

Cheese4 
(2002-2004=100) 

Annual 

(January/December)      

2010 4 270 3 081 3 514 4 010 207 

2011 4 876 3 556 4 018 4 310 230 

2012 3 547 3 119 3 358 3 821 194 

2013 4 484 4 293 4 745 4 402 243 

2014 4 010 3 647 3 868 4 456 224 

2015 3 212 2 113 2 509 3 340 160 

2016 3 350 1 983 2 457 3 094 154 

2017 5 573 2 025 3 179 3 848 202 

Monthly      

2017 – January 4 479 2 337 3 234 3 756 193 

2017 – February 4 409 2 332 3 249 3 825 194 

2017 – March 4 730 2 121 3 063 3 688 190 

2017 – April 4 994 1 935 2 990 3 438 184 

2017 – May 5 205 2 004 3 188 3 619 193 

2017 – June 5 938 2 156 3 273 3 900 209 

2017 – July 6 438 2 085 3 296 4 031 217 

2017 – August 6 724 2 031 3 417 4 008 220 

2017 – September 6 950 1 951 3 372 4 151 224 

2017 – October 6 306 1 856 3 198 4 125 215 

2017 – November 5 732 1 763 2 985 4 044 204 

2017 – December 4 969 1 723 2 886 3 594 184 

 
1 Butter, 82%  butterfat, f.o.b. Oceania and EU; averaged indicative traded prices 
2  Skim Milk Powder, 1.25% butterfat, f.o.b. Oceania and EU, averaged indicative traded prices 
3  Whole Milk Powder, 26% butterfat, f.o.b. Oceania and EU, averaged indicative traded prices 
4  Cheddar Cheese, 39% max. moisture, f.o.b. Oceania, indicative traded prices 

 
Note: The FAO Dairy Price Index is derived from a trade-weighted average of a selection of representative internationally-traded 

dairy products 

Sources: FAO for indices. Product prices: Mid-point of price ranges reported by Dairy Market News (USDA) 
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PRODUCTION: TOTAL MILK 
 

thousand tonnes   

 2015 2016 2017 Change 
2017 over 

2016 (%)    prelim. 

World 801 316 799 097 810 652 1.4 

India1 155 693 159 396 165 612 3.9 

EU  162 900 163 000 165 400 1.5 

United States  94 619 96 343 97 735 1.4 

China 42 666 41 952 41 289 -1.6 

Pakistan 41 592 39 652 40 167 1.3 

Brazil 34 860 33 878 35 233 4.0 

Russian Fed. 30 791 30 752 30 990 0.8 

New Zealand2 21 909 21 568 21 341 -1.1 

 

 

 

IMPORTS: TOTAL MILK 
 

thousand tonnes (Milk Equivalent)  

 2015 2016 2017 Change 
2017 over 

2016 (%)    prelim. 

World 69 957 70 571 71 767 1.7 

China 10 725 12 026 13 302 10.6 

Russian Fed. 3 944 4 288 4 104 -4.3 

Mexico 3 328 3 694 3 954 7.0 

Saudi Arabia 3 477 3 064 2 900 -5.4 

Algeria 2 985 2 903 2 885 -0.6 

Indonesia 2 548 2 839 2 737 -3.6 

UAE 2 785 2 116 2 488 17.6 

Japan 2 011 1 909 2 173 13.8 

 

 

EXPORTS: TOTAL MILK 
 

thousand tonnes (Milk Equivalent)  

 2015 2016 2017 Change 
2017 over 

2016 (%)    prelim. 

World 70 048 70 682 71 581 1.3 

EU 18 776 18 487 20 125 8.9 

New Zealand 19 222 19 374 18 550 -4.3 

United States 9 347 9 973 10 469 5.0 

Belarus 3 901 3 936 3 709 -5.8 

Australia 3 442 3 326 3 053 -8.2 

Saudi Arabia 1 399 1 447 1 445 -0.2 

 

 

 

 

 

 

 

 

 

 
 

1/ Dairy years starting April of the year stated (production only). 
2/ Dairy years ending May of the year stated (production only). 
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IMPORTS: BUTTER 

thousand tonnes (Milk Equivalent)  

 2015 2016 2017 Change 
2017 over 

2016 (%)    prelim. 

World 849 937 829 -11.6 

China 106 117 126 8.2 

Russian Fed. 97 105 94 -10.6 

Saudi Arabia 52 55 45 -18.2 

United States 41 48 44 -7.3 

Mexico 35 52 39 -24.7 

Iran Isl. Rep 47 51 36 -28.0 

 

EXPORTS: BUTTER 
 

thousand tonnes (Milk Equivalent)  

 2015 2016 2017 Change 
2017 over 

2016 (%)    prelim. 

World 945 962 852 -11.4 

New Zealand 500 503 436 -13.3 

EU  178 208 172 -17.4 

Belarus  88 84 79 -5.8 

United States 26 29 34 18.2 

Ukraine 12 12 30 152.6 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

IMPORTS: CHEESE 
 

thousand tonnes (Milk Equivalent)  

 2015 2016 2017 Change 
2017 over 

2016 (%)    prelim. 

World 2 291 2 399 2 431 1.3 

Japan 249 258 273 5.9 

Russian Fed. 209 222 203 -8.5 

United States 200 205 183 -10.4 

Saudi Arabia 162 158 164 3.8 

China 121 146 158 8.3 

Mexico 116 126 122 -3.6 

Korea Rep. Of 112 110 125 14.0 

 

EXPORTS: CHEESE 
 

thousand tonnes (Milk Equivalent)  

 2015 2016 2017 Change 
2017 over 

2016 (%)    prelim. 

World 2 340 2 477 2 540 2.5 

EU  719 800 830 3.7 

New Zealand 327 355 343 -3.3 

United States 318 289 343 18.5 

Belarus 178 204 189 -7.5 

Australia 171 167 172 2.9 

Saudi Arabia 126 131 129 -1.5 
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IMPORTS: SMP 
 

thousand tonnes (Milk Equivalent)  

 2015 2016 2017 Change 
2017 over 

2016 (%)    prelim. 

World 2 126 2 177 2 260 3.8 

Mexico 259 286 331 15.8 

China 234 216 278 28.8 

Algeria 136 119 170 42.4 

Indonesia 145 159 147 -7.7 

Philippines 101 185 140 -24.3 

Malaysia 147 135 120 -10.8 

EXPORTS: SMP 
 

thousand tonnes (Milk Equivalent)  

 2015 2016 2017 Change 
2017 over 

2016 (%)    prelim. 

World 2 219 2 186 2 380 8.9 

EU 28 692 574 779 35.6 

United States 560 593 608 2.6 

New Zealand 411 444 403 -9.3 

Australia 201 163 158 -3.1 

Belarus 111 111 109 -1.7 

IMPORTS: WMP 
 

thousand tonnes (Milk Equivalent)  

 2015 2016 2017 Change 
2017 over 

2016 (%)    prelim. 

World 2 221 2 350 2 238 -4.8 

China 456 536 590 9.9 

Algeria 224 224 175 -22.0 

UAE 160 128 145 13.2 

Saudi Arabia 133 126 103 -18.3 

Sri Lanka 72 85 85 0.0 

Brazil 59 126 73 -42.2 

EXPORTS: WMP 
 

thousand tonnes (Milk Equivalent)  

 2015 2016 2017 Change 
2017 over 

2016 (%)    prelim. 

World 2 573 2 471 2 433 -1.5 

New Zealand 1 380 1 344 1 346 0.2 

EU 400 381 393 3.1 

Uruguay 96 126 109 -14.2 

Mexico 11 20 77 283.9 

Argentina 138 110 71 -35.3 
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For comments and to subscribe, please contact: 
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A collection of the previous reports published by the Dairy Market Unit of EST can be found at: 
http://www.fao.org/economic/est/est-commodities/dairy/milk-and-milk-products/en 
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