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Meeting of 25 September 2018

The 27th meeting of the MMO Economic Board took
place on 25/09/2018, with the participation of
experts from the various steps in the milk supply
chain: CEJA (young farmers), COPA-COGECA
(producers and cooperatives), ECVC (Via
Campesina), EMB (European Milk Board), EDA (dairy
industry), Eucolait (dairy trade) and Eurocommerce
(retail). Presentations and information exchanged
during the meeting showed the following.

EU milk deliveries increased in Jan-Jul 2018 by
1.7%. Despite exceptional weather conditions over
the summer, July milk collection increased in BE, DE,
PL, UK and FR but with fat and protein content
falling. Production drops were reported in LV, LT, SE,
IE, FI and NL. SMP and butter productions have
been rather flat over the last 3-4 months while
cheese production increased at a steady rate.

Average EU farm gate milk prices started a rising
trend in June, reaching in July 32.8 c/kg, which is
0.6% higher than the 5-year average. Further price
increases are expected for the coming months.

Prices for dairy products show different trends.
Butter prices are stable above 5500 €/t. SMP prices
increased by 20% since April, but declined in the last
two weeks. With the exception of Emmental, cheese
prices are on a rising trend. The US$/EUR rate
increased in Sept. EU SMP is the most competitive
among main exporter countries. On the contrary, EU
butter prices are 51% and 34% higher than Oceania
and the US respectively.

Public intervention stocks of SMP totalled 282 000 t
by end August. Deducting the sales in Aug-Sep, total
stocks would be around 245 000 tonnes.

The assessment of EU stock levels based on a
residual approach (production + imports -
consumption - exports) shows a gradual decrease of
total SMP stocks, with some public stocks passing
through private ones before finding their ultimate
user. Butter stocks remain low, below 100 000 t
levels, but consumption has decreased during the
hot summer. Cheese stocks are building up at the
highest levels in 7 years due to production growth
and stagnation of exports but no excess stock is
reported.

World milk production keeps slowing down, with a
combined growth down to +1.5% by July 2018,
mainly due to the slowdown in the EU and the US.
NZ production started strong in the new season.

Production in South America is robust, but with
mixed climate conditions.

Combined global exports have expanded in Jan-Jul
but in the last 2-3 months were below 2017 levels
notably for milk powders. The share of China in EU
exports (in value) has slightly diminished, with the
US, Hong Kong and Saudi Arabia following in the
ranking. The EU has lost 3 points of market share in
2018, mostly to the benefit of the US. EU butter
exports are dropping due to uncompetitive prices,
and imports from third countries may not be ruled
out. EU and world SMP exports recovered in July
after 2 months of contraction. EU exports of whey

powder to China expanded rapidly in July,
benefitting from higher tariff imposed to US
products.

Retail sales of butter show general increases in
prices but lower volumes. Domestic demand for
cheese is robust, both in terms of volumes and
prices. Retail sales of liquid milk continue declining.
Organic dairy products continue gaining market
penetration in France and Germany.

The Commission presented an updated Short Term
Outlook for 2018 and 2019. EU milk production
growth is projected lower than in previous exercises
in the light of herd evolution and impact of hot
weather. A 0.8% growth is estimated for the whole
year, with an additional 0.9% increase in 2019.

The Spanish interbranch INLAC presented the results
of a national campaign to promote the consumption
of milk and milk products, in the framework of good
dietary practices, and based on a solid
scientific/medical basis.

Blro flr Agrarsoziologie und Landwirtschaft (BAL)
presented a study based on FADN data, showing
that total milk production costs would have been
continuously below milk price levels but decreased
between 2013 and 2017 by 9% in DE, DK and BE,
by 6% in NL and by 4% in FR.

Market assessment is characterised by uncertainties
and diverging views on the potential effect of the
summer drought, Brexit and trade disruptions
caused by geopolitical tensions.
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EU - Cows' milk collected

Jan-Jul 2018/17 : +1.7%
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Jul 18 compared to Jul 17
evolution in % evolution in 1000 Tons
Rank | MS % Ms Tons
1| RO +9.6%| DE 77
2| L +74%| IT + 25|
3| ey +6.2%| FR +24
4| BE +55% BE +19
5] EL +4.5%| UK +19
6| cz +3.2%| PL +17
7| EE +3.1%| DK +12
8| DE +2.8%| RO +9
al ar +2.5% cz +8|
10.| DK +2.5%| ES +7
11| PL +1.7%| EL +2
12| UK +15% LU +2
13| FR +1.2%| EE +2
14.| ES +1.1%| PT +1
15| PT +0.8%| CY +1
16| HU [ -0.8% MmMT -0
17| NL 0 -12%| HU 1
18.] FI O -15% BG -1
19.] SK O -1.8%| si -1
20.| BG O -2.0%| sk -1
21| AT O -2.0%| HR 1 -2
22| sl O -23% F [ - 3]
23| IE O -31% AT 1 - 5]
24| SE -34% v 1 - 6]
25| HR -57%| s 0 - 8|
26 MT -58% LT 0 - g
27 LT [ -59% NL O -14|
28] v [ -82% E_ [ 28|
EU28 +1.1%| EU28 + 146|
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Deutschland: Milchanlieferung nach Kalenderwochen
(in 1.000 Tonnen)
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EU-28 Deliveries/Productions development
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Public SMP Intervention scheme (2017-2018)
Buying-in quantity at fixed price 400000
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Raw Milk Price evolution in July 2018
compared to July 2017
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EU Dairy Quotations

(EU Average Prices based on MS communication and weighted by production)
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Prices of EU Dairy commodities

(Source: Regulation (EU) No 2017/1185 Article 11 - Annex 1.7)

Weekly EU SMP Prices Weekly EU BUTTER Prices
Latest price : 158 EUR/ 100kg Latest price : 561 EUR/100kg
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Latest World Quotations of Dairy Products

| LatestQuotations | Week - 2 Year - 1
In US$/t 16/09/2018 02/09/2018 % change (previous quotation) 17 September 2017 % change (1 year)
Oceania USA EU Oceania EU Oceania USA EU Oceania USA EU Oceania USA
Butter ‘ 6 522 4 325] 4857) 6438) 4475 49584 +1.3%[ -34%|H -2.0% 7826 6200 53448 -17%N -30%&F  -9%
SMP I 18720 2 mnr. 2008 1833 1975 1921} +24%[f +63%[1 +4.5% 2 055 1988 1818 -9%f +6%/f +10%
WMP '. 3 301 2838 L. 3307 3304 2913 3450 -04% |3 -26%(3  -4.2% 3723 3088 3252/ -11%dF 8% +2%
Cheddar l‘ 3 §92 3 688 3702 3881 3588 3609 +03%fcd +28%c +2.6% 4219 4163| 3580 -s% b -11%d  +3%
Source - Member Stafes Notificafions under Reg. 2017/1183, USDA
1.20
1.15
1.05
L
" 2017 ul 2018 ul
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|EU/US/Oceania Quotations of SMP|
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Milk market situation ARy

Milk Prices
Production

Futures: CME
Conclusions
Farmers’ sentiment
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25 September 2018

Klaas Johan Osinga

Kljosinga@lto.nl, @KJOsinga
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mederland

Average milkprice July 2018 € 1.68 lower compared to previous
year

LTO milk prices average
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Farm gate milk prices € perd&iinederiand
100 kg standardised milk

Most recent

Dairy Company Average payment profit

July 2018 (€) no last 12 months Aug 2018 Sept 2018 | payment
GRANAROLO (North) ITA 3787 1 39.53 No change No change
DANONE (Pays de Calais) FRA 37.13| 2 34.84
FRIESLANDCAMPINA NLD 35.21] 3 36.99 No change| +1.21 (Oct +1.00) | 1.27
SODIAAL FRA 35.05| 4 34.67 0.23
SAVENCIA (Basse Normandie) FRA 3494 5 33.99 -1.50
VALIO FIN 3490| 6 36.31 0.92
ROYAL A-WARE NLD 3453 7 37.90 No change +1.21
LACTALIS (Pays de la Loire) FRA 34.35| 8 33.82
KERRY AGRIBUSINESS IRL 33.43] 9 34.24 No change
ARLA FOODS DK DK 33.36|] 10 34.10 +0.96 No change|1.28
MILCOBEL BEL 33.22| 11 33.25 +0.80 0.24
DMK DEU 33.07| 12 34.95
HOCHWALD MILCH EG DEU 32.95| 13 34.72 0.10
DAIRYGOLD IRL 32.30| 14 34.19 No change
GLANBIA IRL 32.14| 15 33.57 No change
MULLER (Leppersdorf) DEU 31.72| 15 34.34 No change
DAIRY CREST (Davidstow) UK 31.13| 16 32.39
Average 33.96 34.93
EMMI CH 51.79 48.06
FONTERRA NZ 31.34 30.79 -0.60
USA Class llI USA 30.74 32.38 +2.20

- Deliveries 1 million kg / year Source: milkprices.nl



ederland

2. Milk production

N eW Z e al an d (variation on the same period of previous year)
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ederland

Milk production (2)

AUSTRALIA - Milk deliveries

(variation on the same period of previous year)
Processed by CLAL

Australia:

10% Brg% 9,3%

7,0% 6% 7,2% 14%

\]Uly '4.2% 4,.8% i 2 i

0)
33 g o (e 34% R
" 2,5% 5

6% 4.4%  4,5%

%%

0%

Evolution in

279
2,% 3{?6%54%'2’7% : 5%
-5% 3,8% 3% 479

U

2%
1o 5,0 6,0%
'7,00 1

-10% 1%
10,1%98%d 10,2%
41,3%

-15°/o§~' \»h \»h §~b \s" N& \»" ‘sb N»b \»b Nb h»b \»b \~b Q»b \o \»ﬂ \&ﬂ \sﬂ Q»ﬂ \sﬂ \~° Q»b \~° \&

) 3 y ) ) )
S 4 ¢°4 & ¢ ‘,j" ¥ ¢ éo" & ¢ ‘,y" ¥ ¢°¢ & @ ‘,j‘ ¥ F @5‘ & ‘,@" 3



mederland

Monthly Milk Production

Milk production (3)
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USDA (y-o0-y):

17000

July 2018: +0.5%
Aug 2018: +1.4% o

Expectations

. 15000 T T T T T T T T T T T |
fo r 2 O 1 9 . + 1 . 5% Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec
20 2016




Milk production (4)

Argentina

Production
up 2.2%
during Jan-
July 2018
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Bother smp [ cheese B whey = wmp
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mederland

EU - |latest data:

Milk production (5)

Germany
France

UK
Netherlands
Ireland
Denmark




Germany en France
(year-on-year)

mederland

Week 36 -0.2% -0.4%
Week 35 +0.7% +0.3%
Week 34 -0.3% -1.0%
Week 33 +/- 0.0% -0.9%
Week 32 -1.8% -2.0%
Week 31 -1.1% -0.9%
Week 30 +1.4% +1.0%
Week 29 +2.1% +1.1%
Week 28 +2.9% +1.8%



MNederland

Great Britain (y-0-y)

Week 37:
+0.4%
Week 36:
+0.2%
Rolling
average for
2018: 1.0%

“It remains to
be seen what
happens to
production as
we go through
the winter
months.”

GB daily milk deliveries with latestforecast
(7 day rolling average)
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mederland

Netherlands milk production

Melkaanvoer behoorlijk lager in augustus
Nederlandse melkaanvoer per dagx 1.000 ton

@ 2017 @ 2018 Aug 2018.
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MNederland

Ireland

Production was up again in August following a
dip in July.

Concerns remain about winter fodder
availability.

“The costs of feed have increased massively at
farm level as farmers have already had to
supplement their depleted fodder reserves
which the drought conditions over the summer
have not allowed them to replenish.....”




Denmark

Indvejning fra danske meslkeproducenter - pr. maned (1.000 ton) Ao 4
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mederland

“The most vital
element for the
future production
will be when the
milk producers run
out of feed (the
latest rain has
helped many to get
some grass). Will
they buy or take
animals out of
production? “




Milk production growth  A&Twederland
2018

Calender year 2018 (billion kg milk)

EU + 1.5 (less in H2 2018)
USA + 1.5

New Zealand + 1.0 (2018/19)
Australia +/- 0.0

Argentina + 0.2

Total + 4.2 billion kg

Volume of world market is about 60 bn kg



Aggregated milk supply of AEederiand
five main exporters

Year on year change in average daily milk deliveries
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Nederland

3. Futures CME Chicago
(contract January 2019):
30 eurocents

Published on TradingView.com, September 25, 2018 01:37 EST
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MNederland

Dutch dairy quotations

19 September 2018

Butter, 25 kg cartons: - € 23.00 € 525.00
WMP, 26% fat: -€5.00 € 280.00
SMP extra quality: -€8.00 - € 157.00
SMP feed quality: -€5.00 - € 133.00
Whey powder: -€2.00-€76.00

Cheeses Edam/Gouda “healthy market”

Milk spot price € 0.365



fﬁ‘mNederland
Summary

- Parts of EU impacted by heat/drought. Feed
situation not resolved yet — higher costs !

- USA: many farmers feel squeeze on margins.
Don’t expect big production growth

- Australia: limited by drought in regions
- New Zealand: strong start of the season
- Argentina: WMP aided by weak currency

- China: healthy demand — US/China retaliatory
tariffs may help Europe (and N2)?




mederland

4. Conclusions

Situation stable for Q4
Healthy cheese market

However, NZ will
Impact on market e.g.
butter?




Mederland

5. Farmers’ confidence?

Agro Vertrouwensindex
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Thank you for your attentionm‘“'e"'a"“’I

@JOsinga kjosinga@Ito.nl
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EU dairy products
monthly stock estimates

at the end of
July 2018

EDA
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EU dairy products

monthly stock estimates
at the end of July 2018

Milk Market Observatory
Economic Board
September 25t , 2018



Methodology

For each dairy product and each month, the stock estimates are based on the
equation:

— Stock variation = EU production + EU import — EU internal consumption — EU exports
ZMB balance sheets and forecasts have been used as references for :

— End of year stock levels

— Yearly consumption levels
Monthly production statistics are based on ZMB Dairy World publications.
Exports and imports figures are based on MMO website figures.

The initial stocks entered in the model at the beginning of 2012 are :

— SMP: 152 000 t

— Butter: 80000 t

— Cheese: 200 000 t (arbitrary basis)
The green parts in each graph mean that this stock level can be considered as
normal for the month.

The orange part means that this stock level can be considered as too high for
the month.

These qualifications are based on the EDA analysts’ personal views and past
market observations.
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Milk production in key export
regions

Comparing Jan-Jul 2018 milk production with Jan-Jul 2017

in main exporting countries/regions, 3000
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Milk production in key export
regions

o World milk supply 2014-2018

(EU, US, NZ, Australia, Argentina, Uruguay) - % change yoy
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« EU: immediate impact of extreme summer drought on milk production is very
limited (+1,1 % in July yoy, +1,2% June yoy) but milk components are down
Outlook: slightly slower growth for rest of 2018 than during H1, full impact of feed
shortages and prices won’t be seen until Q4 18 and Q1 19

« USA: weaker milk collection growth in July +0,5% due to heat and tighter farm
margins, but bounced back in August (+1,4%), exceeding expectations. Fat and
protein content are down. Strong regional differences persist with the Southwest
driving growth. Outlook: +1,1% for 2018 and +1,4% for 2019 (USDA)

 NZ: strong start into the new season, August milk production +4,7% (July +5,6%)
Outlook: strong season 18/19 expected

* Australia: milk flows have fallen for the last two months (Jul -4,2% yoy, Jun
-1,4% yoy) due to hot weather impacts, Jan-Jul +1,7% ytd, Outlook for 18/19 season:
conservative between 0 and +2% (Dairy Australia)

 South America: abundant milk production but mixed climate conditions,
Argentinian milk collection July +4,1% yoy (H1 2018 +5,2% ytd), Uruguay June milk
production +3,2% yoy (H1 2018 +6,3% ytd), Outlook: slowdown for H2 2018 likely

Global milk supply: growth has slowed but remains solid (July +1,1%), Global
forecast: perhaps slightly slower growth for H2 2018 (at or below 1%)

\ o S




eqcolait
qad -k Dairy exports of main market
players in ME

Monthly global exports - all products
EU+USA+NZ+AUS+Bel+Arg+Uru

in Milk equivalents
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Main EU export markets for all
dairy products (in value - €)
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Global market share of main
exporters in ME

Export shares in % of total
export volumes
(in milk equivalent)

1stsem 2018

Products: SMP, WMP, butter(oil),
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Development of EU export destinations for cheese
Jan-Jul 2016, 2017, 2018
(total exports Jan-Jul 2018: 486 819 tonnes)
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Development of EU export destinations for butter
Jan-Jul
2016, 2017,2018
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Development of EU export destinations for SMP

Jan-Jul 2016, 2017, 2018
(total exports Jan-Jul 2018; 487 496 tonnes )

SMP trade
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Development of EU export destinations for WMP

Jan-Jul 2016, 2017, 2018
(total exports Jan-Jul 2018: 207 973 tonnes)

WMP trade
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trade

| » Whey powder

 EU whey powder exports:
— Growth rate Jan-Jul 18/17: +2,8%

« Combined whey powder exports:

— Growth rate Jan-Jul 18/17: +4,5%

EU Whey powder Exports
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Jan-Jul 2016, 2017, 2018
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Development of EU export destinations for Liquid milk
(040120 & 040110) Jan-Jul 2016, 2017, 2018
x Tr ad e O f (total exports Jan-Jul 2018: 464 095 tonnes)
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Development of EU export destinations for Cream

eucolait (040150) Jan-Jul 2016, 2017, 2018
— (total exports Jan-Jul 2018: 104 667 tonnes)
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. Infant formula

= trade

« EU infant formula exports:
— Growth rate Jan-Jul 18/17: +15,4%

« Combined infant formula exports:
— Growth rate Jan-Jul 18/17: +15,5%

EU Infant formula Exports
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China imports

Cumulated China imports for Jan-Jul 2016, 2017 & 2018
(tonnes) - on the basis of global exports to China for Apr-Jul 2018
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Mexico imports

Cumulated Mexico imports for Jan-Jun 2016, 2017 & 2018
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Cumulated Algeria imports for Jan-Jul 2016, 2017 & 2018
(tonnes) - on the basis of global exports to Algeria

350000
200000 _ i
15843
250000
15086
104662
200000 19907
92635
150000 oy
100000
50000
0
2016 2017 2018
HWMP SMP cheese m butter minfantformula

Algeria imports

60000

50000

40000

30000

20000

10000

Algeria monthly imports (tonnes) - on the basis of global exports to
Algeria

it

&
o Py bt ~ PR, b
@ e e% & Q& %p & \§ & é@ o @ﬁ QS S v9 49 Cﬁ ép oF \f' & ép VQ @ﬁ YF \

=WMP SMP cheese M butter minfant formula



250000

200000

150000

100000

50000

Saudi Arabia imports

Cumulated Saudi Arabia imports for Jan-May 2016, 2017 &
2018 (tonnes)

2016 2017 2018

M Butter SMP mWMP wmcheese minfantformula

24273

Saudi Arabia monthly imports (tonnes)

e ‘ (
v & o b w k§ KGN

35000

30000

25000

20000

15000

10000

500

o

oo & & s ~ S ¥
& Yb é*ﬁ vf v9 ¢$° o e- o GF &59 JCCE gﬂﬂ

W Butter i cheese BWMP SMP ® infant formula



250000

200000

150000

100000

50000

Cumulated imports of UAE for Jan-Jul 2016, 2017 & 2018
(tonnes) - on the basis of global exports to UAE

2016

u WMP

SMP

2017

cheese M Butter

2018

UAE imports

30000

25000

20000

15000

10000

5000

UAE monthly imports (tonnes) - on the basis of global
exports to UAE

imiﬁmiﬁiuimii

& \'
& \&" W @“* \°° ¥

Ho o
Qz ép w é@ W W

6 o
,,EQ o“ o“ b“ R

\" ﬁ’ s,%q & e“ & ¢

%y
4

H Butter ®WMP = SMP cheese



Conclusions (1)

 Global and EU milk output growth expected to remain stable or to
slightly slow down in H2 in comparison to H1

« Demand is reported to be somewhat sluggish after solid growth of
global trade in Jan — July 2018. The growth is mainly due to huge increases
in US exports as the performance of the EU has been slightly negative
overall. EU exports weakened in Q2 after a solid Q1 but partly recovered
again in July.

« China as the key player in global dairy trade is influenced by the trade
war with the US and slower economic growth, which could lead to lower
imports.

« Trade wars had so far only limited effects on volumes (less US dairy
exports to China in July) but will have a strong influence on market sentiment
for the rest of the year. US whey and cheese will have to find new markets.




Conclusions (2)

Record SMP trade volumes and EU exports on the back of low prices.
Public stocks are decreasing and prices are almost back to the intervention
level. Maintaining current export volumes will be challenging. Two tier market
for fresh and intervention product.

Global demand for fat appears healthy but EU butter remains
uncompetitive despite recent price decreases. EU production is growing
while there is evidence of the high prices having affected domestic demand.
Increased butter imports in H2 have been possible due to price gap.

The global cheese market is rather balanced. Cheese production is strong
but is matched by healthy demand. EU exports face strong US competition.

Overall relatively stable dairy market but a lot of nervousness due to trade
wars and Brexit
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Belgium
Period ending August 2018

Consumer price index

Product Aug 18 vs Aug 17

Whole milk 0.3%
Semi-skimmed milk 2.4%
Concentrated milk, powdered milk 3.8%
Yogurt 3.0%
Butter 13.3%

Source: SPF Economie (2018)

YTD 2018 vs YTD 2017

2.6%

9.3%

5.7%

4.2%

17.9%
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Belgium

Period ending August 2018

Volume %
YOY August 2018 change
Total Dairy products -1.2%
Volume %
YTD Aug 2018 change
Total Dairy products -2.3%

Source: Nielsen ScanTrack

Value %
change

3.9%

Value %
change

3.0%

Price % change

5.1%

Price % change

5.3%
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France

Period ending 05 August 2018

Volume
(% change)
Year on year

Volume
(% change)

Product category 4 weeks period

(P&17/P8°18) PO8‘17 -P0O8 ‘18)

Total liquid milk -2,4% -2,1%
Of which UHT semi-

. ) _ 0
skimmed milk e Clfre
Zﬁig:;t & fresh 1% 219
Butter -5,2% -2,8%
Cream -4, 7% +1,5%
Cheese -2,4% -0,4%

Source: Kantar World Panel via FranceAgriMer (Min. de I’Agriculture)

(PO8 ‘16-P0O8‘17 /

Price

(% change)
4 weeks period
(P8‘17/P8 ‘18)

+2,9%

+3,2%

+1,0%

+17,5%

+4,9%

+2,5%

Price
(% change)
Year on year
(PO8‘16-PO8’17 /
PO8‘17 -P0O8‘18)
+2,8%

+2,7%

+1,0%

+16,6%

+4,8%

+2,5%
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France

Sales of organic versus conventional milk & dairy products

Organic milk & dairy products
Consumption of organic versus conventional

milk & dairy products

R Organic dairy pI’OdUCtS sales have % in volume, yearto year52 weeks 05/08/2018
continued to increase. The increase is o
registered for every product. ® Organic ™ Conventional
Organic market shares (% vol. 05/08/2018) i 25.6%
i 22.0%
20% 1 17.8%
Liquid

milk 8.6%

Yogurts

1%

T T T W— |
. -0.5%

Butter

0% -

Fresh

o 2.6% 2.7% 2.6%

Cream

Cheese -20% -

Liquid milk Yoghurt Fresh Butter Cream Cheese
cheese

10%

Source: Kantar World Panel via FranceAgriMer (Min. de I’Agriculture)
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Germany: overview of the dairy market

Only a comparatively small proportion of the milk produced ends up directly on the tables of
the consumers via food retailers. Half of the milk processed by German dairies are exported
(17 million tonnes out of 33.8).

In value terms, 44% of the additional dairy production over the period 2007-2017 (which is
equal to EUR 4.8 billion) was exported. In terms of growth in 2007-2017, exports have
increased significantly more than production (32% vs 25%).

Converted to milk equivalents, only 9.9% of domestic milk is consumed as drinking milk, 5%
as butter and 21% as cheese.

The structural change in the dairy industry is significantly influenced by the development of
the number of companies as well as their milk processing.

The number of milk processing companies has been declining for years, whereas the average
turnover per farm has increased, from EUR 44 to 77 million in the years 2000-2017 alone.
16% of the companies are in a sales volume range of more than 100 million EUR turnover
and hold a share of turnover of 85%.
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Germany: Average household number of purchases per week
by food categories, 2017

Fruit and vegetables
Bread

Biscuits

Fresh dairy products
Cheese

Sausages

Fresh meat, poultry
Fresh milk

Eggs

Butter

Fresh fish

Source: IFH Koln

., 2.3
. 2.0
I 1.8
I 1.6
I 1.5
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Germany: consumer preferences

 10% of German consumers always buy dairy products.

 39% of them buy dairy products often.

e Therefore, roughly 50% of consumers buy dairy products at least
often.

* Roughly 60% of consumers consume milk and over 70% cheese
and yogurt, their buying decision depending on the brand,

 39% to 54% of consumers choose from a very specific brand portfolio
and 8% to 13% always buy the same brand.
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Germany: organic milk

Production of organic milk, 000Os tonnes (left scale) and % of total milk production (right scale)
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Italy

Period: Q2 2018 and YTD Juni8

VOLUME VOLUME VALUE VALUE
DRI EleER (2Q 2018 (YTD Juni18 (2Q 2018 (YTD Juni8
vs 2Q 2017 vs. YTD Junl7) vs 2Q 2017 vs. YTD Junil7)
% change) % change) % change) % change)
Fresh milk -2,9 -2,2 -2,8 -2,0
UHT milk -1,6 -1,6 0,0 0,6
Fresh cheese* 2,7 -1,7 -0,5 0,3
Cheese* 2,1 1,6 2,7 3,2
Fresh dessert -1,8 -4,3 3,6 0,8
Dessert -21,0 -15,5 -14,3 -10,5
Butter -10,3 -4.,9 9,1 15,7
Béchamel / Cream -6,5 -3,3 -0,1 2,7
Yoghurt 0,6 -1,2 0,8 -0,9

Source: Market Track Nielsen
* Standard weight
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Italy

Period: YTD Juni8 versus YTD Juni7

Milk and dairy products
Percentage change - YTD Junl8 vs YTD Junl7
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Italy

Period: Q2 2018 versus Q2 2017

Milk and dairy products

Percentage change - 2Q 2018 vs 2Q 2017
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Portugal

Period ending 12 August 2018

volumes volumes value Value
Product category| (% change (% change) (% change (% change)
ear-to-date Year on year ear-to-date Year on year
Fresh milk 0,9 -2.9 -5,0 5,3
UHT milk -1,9 1,3 0,1 09
Yoghurt -6,1 4.0 -3,2 -2,1
Butter 1,9 1,2 9,2 9.7
UHT Cream 0,6 1,2 2,8 2,8
Fresh desert -1,8 6,3 49 0,0
Cheese 2,6 2.9 42 51

Source: Nielsen
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United Kingdom
Period ending 12 August 2018

Liquid milk retail prices (pence)

12-Aug-18 15-Jul-18

Retail 112 112

Doorstep 81 81

Source: Kantar Worldpanel

13-Aug-17

103

81

Annual
Difference
(pence)

+9
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United Kingdom
Period ending July 2018

Average Retail Price (pence)

Monthl Annual
Jul-18 Jun-18 S Y Change
Change

(pence)
Block butter (per 250g) 180 179 1 150 30
Spreadable butter (per 500g) 337 323 14 293 44
Margarine/low fat spread (per 500g) 151 140 11 130 21
Pasteurised milk (per pint) 44 44 0 43 1
Cheddar (per kg) 711 730 -19 705 6

Source: Kantar Worldpanel —
EuroCommerce
-’



United Kingdom
Period ending July 2018

Milk and Cheddar

50 850
49 830 Milk price
s 810 _  slightly
i 790 §  higher than
s 770 g one year
g 4 750 O ago
0 —
s 730 8 (+8.7%)
* a3 710 §
42 690 Cheese
41 670 (Cheddar):
40 650 negligible
IR\ S TN\ S Y AU O B increase
30\ ‘\04 “@‘ 50\ éo" %@‘ 5°\ éo.x *,g. 50\ (0.9%)

Pasteurised milk (per pint e heddar (per k
Source: ONS (per ping) (perka)
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United Kingdom
Period ending July 2018

Butter and Spreads

370 170
360 Block butter
350 160  price has
—5340 150 mcgeased by
£ 330 20% year-on-
2320 140 year in July
';'310 18
O 300 130
& 290
eu 280 . ~ 120 Spreadable
\ ‘ butter: same
270 110
260 trend, but a
250 100 lower pace
B LA IS D & & R S P
50 ‘\o" \‘(b‘ 50 ‘\o" \g@‘ §° \;04 ‘x@‘ )°
v Spreadable butter (per 500g) Block butter (per 500g)
Source: ONS

w— M argarine [low fat spread (per 500g) P
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United Kingdom
Period ending July 2018

Cheese retail performance
GB cheese market, year to 15 July 2018

Year on Year on
Year on year Volume year Average year
Spend (£000) change (000kgs) change price (E/kg) change
Total cheese 2.881,510 +3.7% 447,336 +0.5% 6.44 +32%

Share of total cheese volume
52 weeks ending 15 July 2018
Cheddar

Soft Continental
Processed

Terrtonals Ex.Blue
Hard Continental
Low-Fat

Leicester/Red Leicester

0 10
Source: Kantar Worldpanel

4
2(}% shargo 0 50 60

Year on year % change in volume

Hard Leicester/Red Soft Territorials
Cheddar Continental Leicester Low-Fat Processed Continental Ex.Blue

-0.5% +6.0% +27% -2.0% -1.4% +6.4% +2.8%

Source: Kantar Worldpanel

Total cheese prices have
increased 3.2% year-on-year
which has helped to increase
overall spend by 3.7%.
Volume sales of total cheese
are up 0.5%.

Continental style cheeses
have improved their sales
volumes year on year, with
hard continentals up by 6%
and soft continentals up by
6.4%.

o
EuroCommerce
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United Kingdom
Period ending 15 July 2018

Retailer share of volume
52 weeks ending 15 July 2018

Top 4 Multiples

Total Hard
Discounters

0 20 40 60 80

% share
Source: Kantar Worldpanel

Total Hard Top 4
Discounters  Multiples

Year on year
% change in +127% -2.3%
volume

Source: Kantar Worldpanel

Hard discounters have
continued to increase
their sales of cheese,
up 12.7% in volume
terms year on yeat.
The top 4 multiples'
volume of sales is
down 2.3%.

o
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Outline

- Pasture prospects and dairy herd development
- Crop production and imports - feed perspective
- Fat and protein development

- 2018 Milk collection forecast

- 2018 Forecast for dairy products
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Pasture prospects

Relative index of pasture growth

1 June - 10 July 2018 1 July — 20 August 2018 1 August — 10 September 2018

WL - > 1.5 (close to historical maximum)
- > 1.5 (close to historical maximum) oy o “y - > eone DS M) 23 i - 05-15

. A S 05-1.5 i
B os- 15 AN - -~ L - 4 -0.5- 0.5 (close to LTA)
| -0.5-0.5 (close to LTA) 4 S | 37 8gicneea LI ‘

x B -o05--15 % . -05--15
e : . K Y < -1.5 (close to historical minimum
Bl <15 (close to historical minimum) == ( )

regions with non-significant pasture area F)

Bl <15 (close to historical minimum) regions with non-significant pasture area |

regions with non-significant pasture area

y oy

S

3

Source: Mars https://ec.europa.eu/jrc/en/mars/bulletins Agriculture and
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Dairy herd development

Change in numbers of slaughtered cows Change in numbers of slaughtered heifers
20% 25%
20%
15%
15%
10%
10%
5% 50, I i I
OO/O_f'l.'1' T ILr |.I| 0% - T | |J| I I |
r -5% r
-5%
-10%
-10%
-15%
-15% 0%
-20% -25%
X 2RSS R KO Y BN TN T P S RV VIR P I P\ ZDS I
Y TS NSNS
A R RN

mJan-Dec '17 m®mJan-June '18
®Jan-Dec'l17 m®mJan-June '18

-> lower replacement rate

—
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Note: including beef and dairy
Source: Eurostat



Dairy herd development

Abattages hebdomadaires de vaches en Allemagne Abattages hebdomadaires de vaches en Irlande
Source . GEB - Inslilul de I'Elevage d'aprés AMI - moyenne mobile 4 semgines T @?ﬁﬂfﬂ?ﬂéxi ::g";ac'jf‘::r s o
§ 2015 g 10
=25 - —2016 g8 9
—2017 8
—2018 7 -
20 6
5
4
1B i STy PR bR s e 3
J F M A M J J A 8§ C N D I ) fFm a m | | & s o n d

FR — dairy cows slaughterings in August +6% compared to August 2017
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mn

Source: L'institut de I'Elevage
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Source: Eurostat

Livestock survey May-June 2018
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Crop production and prices

400 600
350 550 -
300 500
250
200 450
150 400
100 350
50
O | | | | | | | | I I I I 300 | I I [
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> Q;Q’ N /\;\’,” 4\7’ Q;\?‘ Q;f? N J\;\,b c\’(o A'\//\ o;\/,\ > &> > S N N
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—Maize (US No. 2, Yellow) —Barley (Black Sea, feed) —Soya beans - Argentina Soya beans - Brazil
—\Wheat (US No. 2, Hard RW) Wheat (US No. 2, Soft RW) —Soya beans - US —Soya beans - Ukraine

 EU cereal production dropped by 5 % year-on-year (more than 7 % below the last 5-year
average)

« Common wheat -9% year-on-year (-9% last 5-year average)

 Barley -4% year-on-year (-6% last 5-year average)

 Maize -5.5% year-on-year (-5% last 5-year average)
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2018 Milk collection forecast

+0.8% / 2017
EU milk collection by quarters (1 00O t)
44 000
42 000

40 000

35 000 1

34 000 1

N 2019 +0.9%
— _\

2016 m2017 m2018f 2019f

§ - European Agriculture and
= Commission| Rural Development

Source: DG Agriculture and Rural Development, based on Eurostat



2018 Milk collection forecast
by selected MS
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2018 Milk collection forecast
by selected MS
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2018 draft forecasts for dairy products

Estimated change in production and exports 2018/2017 (%)

Short-term outlook Summer 2018 Short-term outlook Autumn 2018
Total Total
Cheese Cheese
Butter Butter
SMP SMP
WMP WMP
FDP FDP
Liquid milk — Liquid milk m—
Cream - Cream -
Yogurt - Yogurt |
-5 0) 5 10 -10 -5 0
= Production = Exports = Production = Exports

Source: DG Agriculture and Rural Development, based on Eurostat, MS notifications and COMEXT



Focus on SMP

Scenario for 2018
Scenario
2017

2018 18/17
Production 1 523 1 536 0.4%

Exports /81 896 2%

4%

_---
Intervention -44%
Private 75 155 107%
Change in stocks -50 -90

out of which
Intervention

25 -165

" 4

European Agriculture and

Source: DG Agriculture and Rural Development
—— Commission! Rural Development




Thank you

Agricultural Outlook

https://ec.europa.eu/agriculture/markets-and-prices/medium-term-outiook en

Markets briefs

https://ec.europa.eu/agriculture/markets-and-prices/market-briefs en

Market observatories
https://ec.europa.eu/agriculture/market-observatory en

CAP reform

https://ec.europa.eu/agriculture/future-cap en

— European Agriculture and

= Commission! Rural Development
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O
inLac, Interbranch Organisation
of the Spanish dairy sector,

ORGANIZACION INTERPROFESIONAL LACTEA :
whose members represent milk

production -ASAJA, COAG, UPA
(farmers  unién) and  Cooperativas
Agro-Alimentarias de Espana-;
and dairy processors -FENIL
and Cooperativas Agro-
Alimentarias de Espana-.

»_ v cooperativas
() agro-alimentarias

LA 4
\ -
- L

el 2 S




The Spanish dairy sector, data INLC

The whole dairy industry, production and processors, generates almost
12.000 MEUR, employing 80.000 people.

= Milk production accounts for 17% of the Spanish agrarian income. Of all the livestock sub-
sectors, dairy is the third in economic importance, after pork and beef meat.

= The production of cow's milk represents about 89% of total Spanish’s milk production,
representing 4% of the total EU, 7th producer.

= The production of sheep's milk represents about 6% of total milk production, representing 17%
of the total EU, the first producer.

= The production of goat's milk represents 5% of total milk production, representing 22% of the
total EU, second producer, after Greece.

= The dairy industry generates 8.640 MEUR/year, 9% of the food sector. Employs about 32.800
people.

FESIONAS



In Spain, the milk production grows continuously, the consumption of milk
declines and the consumption of other dairy products is stable.

'V”LK PRODUCTION EVOLUTION CONSUMPTION EVOLUTION (MILK+ OTHER
(vaca, oveja, cabra) (miles t) DAIRY PRODUCTS (Miles t)
Miles de
Leche Liquida| Derivados Lacteos
Toneladas
2012 6.809,70 2012 3.404,1 1.762,1
2017 8.033,70 2017 3.187,9 1.749,4
% A % A
-6,35% -0,72%
2017/2012 2017/2012 > >
Fuente: MAPAMA Fuente: MAPAMA

ORGANIZACION INTERPROFESIONAL LACTEA



External trade balance has improved significantly, both in volume and in value: it
has been reduced by 27% in volume and 42% in value.

GLOBAL Evolution of exports GLOBAL Import Evolution

En volumen En valor En volumen En valor

(000 Tms (Millones
equivalentes) Euros)

(000 Tms (Millones
equivalentes) Euros)

2012 1.207,91 766,61 2012 3.632,02 1.635,03
2017 1.774,58 1.089,62 2017 3.535,57 1.591,68
% A % A
46,99 42,19 -2,69 -2,79
2017/2012 R A 2017/2012 o e
Fuente: AEAT Fuente: AEAT

ORGANIZACION INIERPROFESIONAL LACIEA
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Bac kg round Simple Programme: Information and Promotion
A programme broadcasting a message on suitable dietary practices based
e on EU Reg, 1924/2006 and in line with the European Commision”s White
e Paper on the Strategy for Nutrition, Overweight and Obesity-related
matters

PROGRAMME ox PROMOTING
MILK axo DAIRY PRODUCTS

AGRIP-1-1

Cal for proposal frsimple, e FRAMEW ORK

agri ...

or GOOD DIETARY PRACTICES

Publication date:04 February 2016

ENJOY

TS FROM

DOMESTIC MARKET:
SPAIN

UROPE
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TWO specific objectives: two challenges

» Increase awareness on the nutritional values of milk
and dairy products, connecting its consumption with
a healthy lifestyle.

» Change the image and perception of consumers and
opinion makers on milk and dairy products

HESIONAI



TARGET AUDIENCE:

= END CONSUMER: emphasizing those in charge of doing
the shopping in the home.

= PROFESSIONALS AND THE MEDICAL PROFESSIONS:
working on opinion makers.

= MEDIA: agents that will help to amplify the information.
A



TWO pillars: double strategy

» The benefits of consuming dairy
products for every age and
lifestyle: focusing on a healthy
lifestyle.

' » Promoting suitable nutrition:
putting into the mind of people
| RACTICA NUTRICONAL AOECUAR, . 3 the recommended frequency
J  rrouueh s e of consuming per day “at least
| lNSTAI%?g‘l?hﬂEENNDADADELCUNSUMUUELANEU g P Y
| 3 dairy products”




So, we say yes to: To calcium to grow and
energy to never stop,

To have an active life, to a healthy, balanced diet
to a healthy balanced diet.

To playing your favorite sport,
To growing tal and not wide

To calcium and protein
to a healthy balanced diet.

ATﬂMAR
To exercive every day i MENUS

to a healthy balanced diet. mmus AL DIA

- CAMPANA FINANCIADA LA UNION EUROPEA EU R 0 P[

ENJOY
TS M

CON LA AYUDA DE RESPALDA LAS CAMPANAS
LA UNION EUROPEA QUE PROMUEVEN LA VIDA SANA.




Scientific Comittee: 8 medical specialist, well-known prestige

and reputated, in various medical disciplines: endocrinology, pediatrics,
family medicine, public health, geriatrics, sports medicine, etc.

Is key in our strategy to get a serious, solid and
credible campaign

1. They create all communications, information,
messages,...of the campaign.

2. Spokenperson

DI QUE Si

A campaign of TRUT




Healthy

Activities Encounters
| . ~9Ngress
Magazine® e
Medical
Cinemas Consultations
§ B
presentation
site Event
£aceboot Publicity | Office
Editorials " [T FOM

Foreromraray \” 4 CAMPANA FINANGIADA LA UNION EUROPEA EU R n PE
ORGANIZACION INTERPROFESIONAL LACIEA I INTERPROFESIONAL \/ CON LA AYUDA DE RESPALDA LAS CAMPANAS
LACTEA LA ROI

EUROPEA QUE PROMUEVEN LA VIDA SANA.



Synergies With Other Programmes

fas 1.000 carag Sas 1.000 carag

e s Ceche y producteg Cacteq 4o nueshve Ceche y producteg Cicte

a @®
!

< 4

Yor su sabor. Por su call

2451.000 carag 4 241,000 carag

o voreshve Ceche y productog Cictey o nueshve Ceche y productog Cicteyy

lidad. Por su variedad.
Torma " nes
af dia.

Ministry of Agriculture, Promotion
e A S LG«S".OOO carag

at least 3 servings of dairy products per S de nuestra leche

day. dact -
ucio
2015, 2016 s L $ bacteog

4
I . historico
El PP cerrd las listas entre la
resignacion de Tejerinay los
gritos de Celia Villalobos
ORGANIZACION INIERPROFESIONAL LACIEA



FAO: World School Milk Day
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Toledo

Jennifer Pareja- waterpolo
Barcelona Concha Montaner- atletismo
Valencia
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Angela Pumariega- vela arta - vela ilio Merchén- piraguismo |8 @ Pl
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Gust: Nieves- atletismo*
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The campaign "Say yes to Dairy" is achieving its goals:

more and more people say "Yes" to take a healthy diet
in the framework of an active life, consuming at least
3 dairy products a day.

We hope will be able to continue working on for

at least two more years!!!



- . y . N4
Thank You!!l

www.inlac.es
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CAMPANA FINANCIADA LA UNION EUROPEA EU R 0 P[

WIIRA ARATIVIA

CON LA AYUDA DE RESPALDA LAS CAMPANAS

LA UNION EUROPEA QUE PROMUEVEN LA VIDA SANA.




ANNEX 8

What is the cost of
producing milk?

Results for six EU Member
States

Study commissioned by the dairy farmer

organisations of the European Milk Board
(EMB)



What is the cost of producing milk?
Results for six EU Member States

Calculations based on the Farm
Accountancy Data Network (FADN)

Study commissioned by the dairy farmer
organisations of the European Milk Board (EMB)

land



Collaborative project of the EMB —m§ E
Starting point and objectives

The milk producers’economic situation does not only depend on milk
prices but also on the cost of milk production

Working method and objectives

=  Show regular & up-to-date data on production costs of milk (on a quarterly/
yearly basis)

= EU data: recognised, representative and comparable on EU level
-> Farm Accountancy Data Network (FADN)

=  |ndex (MMI) shows cost trends & price/cost ratio compares production costs
and milk prices

=  Cost trends are important for negotiations of milk prices (EU Milk Package,
pooling within producer organisations) : land



Calculation method

Based on the method used in the EU Dairy Farms Report + use of the
same data base, trend analysis based on latest FADN data + price
indices of agricultural products

But: use of rates set in wage agreements to calculate labour costs
-> education and qualification
-> country-specific wage standards for farm managers etc.

Subsidies are deducted from total costs

NEW: presentation of net investments (10-year average)

“land



Overview of milk production costs in Germany in 2017"

cost items in cents [ kg
+ bought-in feed 7.97
+ home-grown fodder (seeds, fertilizers, plant protection products, other) 2.76
+ livestock costs (veterinary costs, insemination, etc.) 3.68
+ building & machine upkeep 4.06
+ energy 3.10
+ contract work 2.59
+ wages paid 2.22
+ other indirect costs 2.11
+ rent paid 2.44
+ depreciation 5.75
+ interest and taxes 1.38
- production value of beef -5.88
= incurred costs of milk production (only for delivered milk) 32.18
+ income variable (labour costs) 12.73
= total production costs 44.91
- subsidies -3.10
= milk production costs @
+ net investments (10-year average) 1.58

milk production costs including net investments

43.39




Dairy farms are run by people:
Including labour costs by using an income variable

= Use of rates set in wage agreements to calculate labour costs
-> education and qualification

-> country-specific wage standards for farm managers etc.

-> use of FADN data on working hours (exception: France)

Income variables used in the BAL cost calculations 2016/2017

% of income from

€/hour in cents/kg milk production

Belgium 22.05 17.54 87%
Denmark 29.82 4.08 83%

Germany 16.46-22.11 12.73 55-80%

(federal state rate)

France 22.17 14.21 73%
Luxembourg 26.38 12.46 69%
Netherlands 22.89 9.12 86%

land
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Final results for 2017

Milk production costs and farm gate prices in six European countries

(in cents per kg)
Belgium
Production costs

(end total without 42.53
net investments)

Farm gate price 35.05
Cost shortfall -18%
Cost shortfall in 7.48
cent per kg

“land
jorscner



Final results for 2017

Milk production costs and farm gate prices in six European countries

Production costs
(end total without
net investments)

Farm gate price

Cost shortfall in %

Cost shortfall in
cents per kg

(in cents per kg)

Belgium Denmark

42.53

35.05
-18%

-7.48

38.74

36.79
-5%

-1.95

“land



Final results for 2017

Milk production costs and farm gate prices in six European countries

Production costs
(end total without
net investments)

Farm gate price

Cost shortfall in %

Cost shortfall in
cents per kg

(in cents per kg)

Belgium Denmark France

42.53

35.05
-18%

-7.48

38.74

36.79
-5%

-1.95

45.14

34.42
-24%

-10.72



Final results for 2017

Milk production costs and farm gate prices in six European countries

(in cents per kg)

Belgium Denmark France Germany

Production costs
(end total without  42.53 38.74 45.14 41.81
net investments)

Farm gate price 35.05 36.79 34.42 37.40

Cost shortfall in % -18% -5% -24% -11%

Cost shortfall in

-7.48 -1.95 -10.72 -4.41
cents per kg

land



Final results for 2017

Milk production costs and farm gate prices in six European countries

(in cents per kg)

Belgium Denmark France Germany Luxemb.

Production costs
(end total without  42.53 38.74 45.14 41.81 42.62

net investments)
Farm gate price 35.05 36.79 34.42 37.40 34.83

Cost shortfall in % -18% -5% -24% -11% -18%

Cost shortfall in

-7.48 -1.95 -10.72 -4.41 -7.79
cents per kg

“land



Final results for 2017

Milk production costs and farm gate prices in six European countries

(in cents per kg)

Belgium Denmark France Germany Luxemb. Netherl.

Production costs
(end total without  42.53 38.74 45.14 41.81 42.62 42.01

net investments)
Farm gate price 35.05 36.79 34.42 37.40 34.83 35.45

Cost shortfall in % -18% -5% -24% -11% -18% -16%

Cost shortfall in

-7.48 -1.95 -10.72 -4.41 -7.79 -6.56
cents per kg

land



Net investments

Production costs 2017 (end total including net investments)

Belgium Denmark France Germany Luxemb. Netherl.

Milk production costs (end

total without net 42.53 38.74 45.14 41.81 42.62 42.01
investments)

Net investments
(& 2007-2016) 3.27 4.74 -0.17 1.58 6.27 5.80

Production costs (end total

) . . 45.80 43.48 44.97 43.39 48.89 47.81
including net investments)

land



Cost shortfall in the last five years

Year

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

2013

46.96
37.22
-9.74

2014

46.09
36.00
-10.09

2015 2016
Belgium
45.20 42.12
27.93 26.70
-17.27  -15.42

2017*

42.53
35.05
-7.48

@ (2013-2017)

44.58
32.58
-12.00

land



Cost shortfall in the last five years

Year

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

2013

46.96
37.22
-9.74

42.85
38.63
-4.22

2014

46.09
36.00
-10.09

42.76
39.67
-3.09

2015 2016

Belgium
45.20 42.12
27.93 26.70
-17.27  -15.42

Denmark
39.75 39.34
31.03 28.68
-8.72 -10.66

2017*

42.53
35.05
-7.48

38.74
36.78
-1.96

@ (2013-2017)

44.58
32.58
-12.00

40.69
34.96
-5.73

land



Cost shortfall in the last five years

Year

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

2013

46.96
37.22
-9.74

42.85
38.63
-4.22

46.88
35.30
-11.58

2014

46.09
36.00
-10.09

42.76
39.67
-3.09

49.67
37.34
-12.33

2015 2016

Belgium
45.20 42.12
27.93 26.70
17.27  -15.42

Denmark
39.75 39.34
31.03 28.68
-8.72 -10.66

France
45.74 44.49

32.29 30.18
-13.45 -14.31

2017*

42.53
35.05
-7.48

38.74
36.78
-1.96

45.14
34.42
-10.72

@ (2013-2017)

44.58
32.58
-12.00

40.69
34.96
-5.73

46.38
33.91
-12.47

land



Cost shortfall in the last five years

Year

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

2013

46.96
37.22
-9.74

42.85
38.63
-4.22

46.88
35.30
-11.58

45.90
38.75
-7.15

2014

46.09
36.00
-10.09

42.76
39.67
-3.09

49.67
37.34
-12.33

44.39
38.78
-5.61

2015 2016

Belgium
45.20 42.12
27.93 26.70
-17.27  -15.42

Denmark
39.75 39.34
31.03 28.68
-8.72 -10.66

France
45.74 44.49

32.29 30.18
-13.45 -14.31

Germany
41.20 42.44

30.53 27.93
-10.67 -14.51

2017*

42.53
35.05
-7.48

38.74
36.78
-1.96

45.14
34.42
-10.72

41.81
37.40
-4.41

@ (2013-2017)

44.58
32.58
-12.00

40.69
34.96
-5.73

46.38
33.91
-12.47

43.15
34.68
-8.47

land



Cost shortfall in the last five years

Year

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

2013

46.96
37.22
-9.74

42.85
38.63
-4.22

46.88
35.30
-11.58

45.90
38.75
-7.15

42.92
35.69
-7.23

2014

46.09
36.00
-10.09

42.76
39.67
-3.09

49.67
37.34
-12.33

44.39
38.78
-5.61

42.73
36.39
-6.34

2015 2016
Belgium
45.20 42.12
27.93 26.70
-17.27  -15.42
Denmark
39.75 39.34
31.03 28.68
-8.72 -10.66
France
45.74 44.49
32.29 30.18
-13.45  -14.31
Germany
41.20 42.44
30.53 27.93
-10.67  -14.51
Luxembourg
42.94 42.43
28.82 27.48
1412 -14.95

2017*

42.53
35.05
-7.48

38.74
36.78
-1.96

45.14
34.42
-10.72

41.81
37.40
-4.41

42.62
34.83
-7.79

@ (2013-2017)

44.58
32.58
-12.00

40.69
34.96
-5.73

46.38
33.91
-12.47

43.15
34.68
-8.47

42.73
32.64
-10.09

land



Cost shortfall in the last five years

Year

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

Milk production costs in cents/kg
Farm gate milk price in cents/kg
Cost shortfall in cents/kg

2013

46.96
37.22
-9.74

42.85
38.63
-4.22

46.88
35.30
-11.58

45.90
38.75
-7.15

42.92
35.69
-7.23

44.57
37.40
-7.17

2014

46.09
36.00
-10.09

42.76
39.67
-3.09

49.67
37.34
-12.33

44.39
38.78
-5.61

42.73
36.39
-6.34

46.47
38.90
-71.57

2015 2016
Belgium
45.20 42.12
27.93 26.70
-17.27  -15.42
Denmark
39.75 39.34
31.03 28.68
-8.72 -10.66
France
45.74 44.49
32.29 30.18
-13.45  -14.31
Germany
41.20 42.44
30.53 27.93
-10.67  -14.51
Luxembourg
42.94 42.43
28.82 27.48
1412 -14.95
Netherlands
42.46 42.07
30.75 28.75
1171 -13.32

2017*

42.53
35.05
-7.48

38.74
36.78
-1.96

45.14
34.42
-10.72

41.81
37.40
-4.41

42.62
34.83
-7.79

42.01
35.45
-6.56

@ (2013-2017)

44.58
32.58
-12.00

40.69
34.96
-5.73

46.38
33.91
-12.47

43.15
34.68
-8.47

42.73
32.64
-10.09

43.52
34.25
-9.27



Development of production costs and milk prices
2013-2017

55.00

50.00

15.00

25 September 2018

| netinvestmentsin ct/kg (@ 2007-2016)

M procuction costsinct/kg  —@-— milk pricein ct/kg

55.00

‘ Netherlands

Milk Market Observatory (MMO) Expert Meeting, Brussels

50.00

— 25.00

““land
forscher



Milk production costs and crises

" In only 10 years — from 2008 to today — three milk crises:

= 2008/09 and 2015/16 due to low market prices,
= 2012/13 due to increase in input costs

» Situation of dairy farmers during these crises: not even
their paid costs were covered — let alone labour costs

land



Milk production costs and crises

= Reactions: further cost reductions at the expense of a lack of
further developments and necessary investments

= The crises affected both large and small farms,
» Many farmers leave the industry

" France: net investments in the past 10 years became negative,
i.e. the physical capital of French dairy farms is decreasing

= Other countries: at first very high investments — massive drop
in times of crises

= Consequence: limited development possibilities — but at the
same time increasing demands from society and dairies

land



Milk production costs and milk prices
never intersect!

= No matter when: even in the years between producer
price crises, prices were permanently below
production costs

» On a five-year average in six countries, prices were
between +/- 32 and max. 35 cents per kilogram of milk

» Milk production costs, on the other hand, were
between +/- 41 and 45 cents

land



Conclusions

" For an individual dairy farmer it is impossible to negotiate
prices with his dairy, which are oriented at his cost of
production.

forscher

25 September 2018 Milk Market Observatory (MMO) Expert Meeting, Brussels



Conclusions

" For an individual dairy farmer it is impossible to negotiate
prices with his dairy, which are oriented at his cost of
production.

= Milk producers are paid what is left below the line.
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Conclusions

" For an individual dairy farmer it is impossible to negotiate
prices with his dairy, which are oriented at his cost of
production.

= Milk producers are paid what is left below the line.

= |t is above all farmers who bear market risks, when supply
exceeds demand and their revenue shrinks.
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Conclusions

" For an individual dairy farmer it is impossible to negotiate
prices with his dairy, which are oriented at his cost of
production.

= Milk producers are paid what is left below the line.

= |t is above all farmers who bear market risks, when supply
exceeds demand and their revenue shrinks.

» As long as this dilemma is not solved, it will be increasingly
difficult for dairy farmers in Europe to continue producing
milk.

“*land
forscher

25 September 2018 Milk Market Observatory (MMO) Expert Meeting, Brussels
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