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Dairy Production and Trade Developments 
   

 
Since the end of 2021, global milk supplies have tightened, propelling prices for manufactured 
dairy commodities higher. Among the major dairy exporting countries through May, only 
Argentina has seen milk output grow year-over-year (+1 percent) while Australia (-6 percent), 
the European Union (-1 percent), New Zealand (-6 percent), and United States (-1 percent) have 
all seen supplies come under pressure. Going forward, global supplies will likely remain tight as 
hot, dry conditions in the European Union (E.U.) increase cow discomfort and weigh on output 
per cow.  Furthermore, diminishing producer profitability in Argentina will likely cause 
production growth to moderate. Tightening supplies in the E.U. and Argentina are expected to 
more than offset improving production in New Zealand, where pasture conditions have 
improved considerably since the start of 2022 and the short-term climactic outlook is positive. 
Similarly in Australia, favorable conditions and strong prices are expected improve production 
from the current year to date; however, producer caution is expected to keep expansion at a 
minimum in the short term and keep annual milk production totals lower than 2021. 
Meanwhile, relatively stable cow inventories and slowly recovering growth in milk per cow are 
expected to cause U.S. milk production to turn positive in the second half of the year, mostly 
offsetting earlier weakness. 
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Fluid Milk: 
 

Milk Production Summary for Major Exporters 
(Million Tons) 

         
 
 
 
 
 
 
 
 
 

 Note: Data is rounded. 
 

• In Australia, milk production in 2022 has been revised down 4 percent from the prior 
forecast to 8.73 million tons and is now expected to contract 3 percent year-over-year. 
Expectations for 2022 milk production are being negatively impacted as dairy farmers 

continue to exit the 
business. Higher 
property prices are 
reportedly spurring some 
dairy farmers to exit the 
business altogether while 
others are enticed into 
raising beef cattle by 
high prices in that sector 
and lower labor intensity. 
These exits have driven 
milk cow numbers lower; 
the difficulty of finding 

labor has been weighing on milk yields. These factors more than offset strong milk 
prices and good feed and water availability. The National Dairy Farmer Survey 
conducted by Dairy Australia indicates that producers are more inclined to invest recent 
profits in on-farm improvements instead of expansion, at least in the short term.1 
 

• The milk production forecast for 2022 in the European Union has been revised down 3 
percent from the prior forecast and production is now expected to contract 2 percent 
year-over-year. This will mark the second consecutive year of lower milk production as 
cow numbers continue to decline. Increased environmental and animal welfare 

 
1 https://www.dairyaustralia.com.au/industry-statistics/industry-reports/situation-and-outlook-
report#.YrsaV3bMKzU 

 2020 
 

2021 
 

2022 
Forecast 

2021-2022 
Change  

Argentina 11.4 11.9 12.0 1% 
Australia  9.1 9.0 8.7 -3% 
EU-27 145.4 145.0 142.3 -2% 
New Zealand  22.0 22.0 21.9 -1% 
United States 101.3 102.6 102.5 0% 
Major Exporter Total  289.2 290.5 287.4 -1% 

https://www.dairyaustralia.com.au/industry-statistics/industry-reports/situation-and-outlook-report%23.YrsaV3bMKzU
https://www.dairyaustralia.com.au/industry-statistics/industry-reports/situation-and-outlook-report%23.YrsaV3bMKzU


regulations set to take effect over the next several years have tempered producer 
enthusiasm for expansion. Additionally, rising input costs have squeezed producer 
margins despite strong raw milk prices and current hot, dry conditions are expected to 
negatively impact forage quality and weigh on milk yields. 

  
• New Zealand milk production was tight to start 2022, declining nearly 6 percent year-

over-year through May as dryness negatively impacted important production regions 
including Waikato and Southland. However, soil moisture has improved considerably 

over the past 2 months and the outlook 
through September2 suggests rainfall will 
continue to be normal to above normal, 
which should support some recovery in 
output per cow as the year progresses. 
Additionally, the farmgate milk price paid by 
Fonterra continues to be strong, with the 
price for the remainder of calendar year 2022 
and the beginning of 2023 forecast at 
NZ$8.78 to NZ$10.25 per kilogram milk 
solids. For 2022, New Zealand milk 
production will be marginally below 2021 at 
21.9 million tons. However, despite some 
supportive factors, milk production has been 
constrained as cow numbers have been 
declining. Furthermore, tight labor conditions 
in New Zealand have resulted in a shortage of 
workers in the dairy industry, which may 
have been dampening milk yields and 

production. Despite the Government of New Zealand allowing additional migrant 
workers to enter the country, the industry still believes more should be granted entry to 
alleviate staff shortages. There is also pressure on production from high input prices – 
particularly fertilizer and supplemental feed. Margins will therefore be slimmer than 
high farmgate milk prices might suggest.  

 
 
 
 
 
 
 
 

 
2 https://niwa.co.nz/climate/seasonal-climate-outlook   

https://niwa.co.nz/climate/seasonal-climate-outlook


CHEESE:   
Cheese Exports Summary for Major Exporters 

(1,000 Tons) 
 

         
 
 
 
 
 
 
 
 
 

  Note: Data is rounded. 

 
• Australia cheese production is expected at 375,000 tons in 2022, nearly 3 percent below 

last year due in part to tighter milk supplies. However, processors continue to prioritize 
cheese over other manufactured commodities, particularly whole milk powder (WMP), 
leading cheese output to shrink more modestly than overall non-fluid use. This pattern 
of use has been the long-term trend in Australia and has been further supported this 
year by a widening spread between cheese and WMP prices. With COVID-related 
lockdowns ending and international visitors returning to Australia, cheese consumption 
is expected to strengthen 5 percent over 2021. Relatively large stocks will support 
higher consumption and exports despite lower production and lackluster import 
demand. Cheese exports are forecast to grow 1 percent in 2022, reaching 159,000 tons, 
despite lower production. Through April, lockdowns in China have weighed on cheese 
demand in Australia’s second-largest market, but this has been nearly offset by growth 
in shipments to Japan and Southeast Asia. Some recovery in China and steady shipments 
to other markets as the year goes on are expected to push trade just above 2021 levels.  

 
• Despite falling milk deliveries, European Union cheese production is expected to rise 

nearly 1 percent year over year to 10.60 million tons as good export prospects and a 
firm domestic market cause dairy processors to continue favoring the cheese/whey 
stream over other dairy commodities. Furthermore, several new cheese plants 
producing industrial mozzarella for the food processing industry are expected to support 
production this year. Cheese exports are expected to rise 1 percent in 2022 after Brexit-
related disruptions caused shipments to the United Kingdom to contract last year. This 
growth is expected to cause cheese exports to be near the levels achieved in 2020. 
While tighter milk supplies may increase the cost of commodity cheese and weigh on 
competitiveness, specialty cheeses are expected to continue being effectively marketed 
and should see further export gains. Through April, the largest markets for European 
Union cheese are the United Kingdom, the United States, and Japan – the same as in 
2021. To date, higher shipments to the UK (+10 percent) and United States (+12 
percent) have offset weak shipments to Japan (-6 percent). 

 2020 
 

2021 
 

2022 
 Forecast 

2021-2022 
Change 

Australia 153 157 159 1% 
Belarus  275 298 310 4% 
EU-27 1,402 1,385 1,400 1% 
New Zealand 327 358 340 -5% 
United States 355 402 433 8% 
Major Exporter Total  2,512 2,600 2,642 2% 



 
• U.S. cheese exports are expected to climb nearly 8 percent year over year to 433,000 

tons on strong shipments to top markets Mexico, South Korea, and Japan. In Mexico, 
U.S. cheese exports are benefiting from growing demand for specialty cheeses among 
middle and high-income consumers. Additionally, demand for commodity cheese 
among lower-income Mexican consumers has been resilient as high prices for meat 
cause substitution to other animal proteins. In South Korea and Japan, lower cheese 
production and high prices for Australia and New Zealand product have created 
opportunities for U.S. cheese exporters.  

 
BUTTER (Includes Butteroil/AMF):  
 

Butter Exports Summary for Major Exporters 
(1,000 Butter Equivalent Tons) 

 
         
 
 
 
 
 
 
 

Note: Data is rounded.  

 
• Butter production during 2022 in New Zealand is expected at 480,000 tons, 2 percent 

higher than last year. Despite lower milk production, better returns for manufacturing 
butter and SMP will keep milk flowing to this end use at the expense of WMP. 
Expanding butter production is forecast to push exports up 2 percent year-over-year to 
445,000 tons. The largest markets for New Zealand butter are China, the Philippines, 
and Australia.  
   

• European Union butter production is expected to decline for a second consecutive year 
on smaller milk deliveries, down 3 percent year over year to 2.07 million tons in 2022. 
Dairy processors directed milk away from the butter/powder stream and towards 
cheese/whey last year; this is expected to continue in 2022 as domestic consumption 
trends lower. Meanwhile, butter exports are expected to rise 2 percent year over year, 
reaching 270,000 tons, as strong demand in the United States more than offsets lower 
demand from China, Saudi Arabia, and Morocco.  

 
 
 
 
 
 

 2020 
 

2021 
 

2022 
Forecast 

2021-2022 
Change 

Belarus  69 78 78 0% 
EU-27 316 265 270 2% 
New Zealand 471 436 445 2% 
United States 27 60 65 8% 
Major Exporter Total  883 839 858 2% 



SKIMMED MILK POWDER (SMP): 
 

SMP Exports Summary for Major Exporters 
(1,000 Tons) 

 
         
 
 
 
 
 
 
 
 
 

Note Data is rounded. 

 
• Despite lower milk production, Australia SMP production is forecast 5 percent higher at 

154,000 tons. Production has rebounded from low levels in 2021 as strong SMP prices, 
which have outpaced those of WMP since the beginning of the second quarter, are 
expected to shift milk from WMP to SMP/butter production. Despite SMP exports that 
are 11 percent higher to date through April, trade for the year is nevertheless forecast 
to decline 4 percent from 2021 to 150,000 tons. Low carry-in stocks limit the ability of 
the Australian dairy sector to take advantage of strong global SMP prices. Furthermore, 
much of the product traded in early 2022 was produced in the peak production period 
of the prior year. As lower milk production starts to have an impact, the export volumes 
at the start of the year will likely prove unsustainable, even with a further drawdown in 
SMP stocks and additional milk pulled from the WMP stream. 

 
• Reflecting tighter milk supplies and lower butter output, European Union SMP 

production in 2022 is forecast to decline 3 percent from 2021 to 1.49 million tons. 
Coupled with tighter supplies, exports are also expected to come under pressure as high 
domestic prices weigh on EU competitiveness in the global marketplace. Volumes are 
forecast down 11 percent year over year to 700,000 tons. The top markets for EU SMP 
are China, Algeria, and Indonesia. To date through April, EU SMP exports are more than 
20 percent lower than the same period in 2021; however, high oil prices are expected to 
support demand from importers in the Middle East and allow for some recovery later in 
the year. Additionally, easing COVID-related lockdowns in China could support some 
improvement in shipments. 

 2020 
 

2021 
 

2022 
Forecast 

2021-2022 
Change 

Australia 129 156 150 -4% 
Belarus  123 120 123 3% 
EU-27 831 788 700 -11% 
New Zealand 356 326 355 9% 
United States 810 881 874 -1% 
Major Exporter Total  2,249 2,271 2,202 -3% 



• SMP production in New Zealand is forecast at 350,000 tons in 2022, up 6 percent from 
the previous year despite lower milk production. Strong SMP prices are expected to 

cause processors to prioritize SMP 
instead of WMP, as prices for SMP have 
exceeded WMP for much of the first half 
of 2022. Underpinning SMP prices has 
been strong global demand and tighter 
expected supplies among the major 
exporters, which are expected to boost 
New Zealand SMP exports 9 percent 
year-over-year in 2022 to 355,000 tons. 
Despite weakness in shipments to China 
through May (-35 percent), shipments to 
other major markets including Indonesia 
(+81 percent), Thailand (49 percent), 
and Malaysia (55 percent) have been 

more than enough to leave New Zealand exports for the first 5 months of 2022 6 
percent higher than a year earlier.  

 
• Despite U.S. SMP being competitively priced on the global stage, U.S. exports are 

forecast to decline 1 percent, to 874,000 tons, from the record levels of last year. 
Contributing to the lower SMP export forecast is fractionally lower milk production. 
Processors are expected to prioritize cheese production where new capacity has been 
added over the last several years. 

 
WHOLE MILK POWDER (WMP): 
 

WMP Exports Summary for Major Exporters 
(1,000 Tons) 

 
          
 
 
 
 
 
 
 
 
 
 
                   Note: Data is rounded. 

 
• New Zealand WMP production is forecast at 1.53 million tons, more than 4 percent 

lower than 2021 on tighter milk supplies and pricing that favors directing milk to the 
SMP/butter or cheese stream. The WMP export forecast is down 9 percent year over 
year to 1.47 million tons on tighter supplies and lower demand from China. Through 

 2020 
 

2021 2022 Forecast 2021-2022 
Change 

Argentina 148 145 180 24% 
Australia  37 51 55 8% 
EU-27 345 298 260 -13% 
New Zealand 1,533 1,617 1,465 -9% 
Major Exporter Total  2,063 2,111 1,960 -7% 



May, WMP exports are down 19 percent as lower shipments to China (-39 percent) 
more than offset gains to other parts of the world. As COVID-related lockdowns ease 
and logistics improve, it is expected that China demand will experience some recovery, 
though it will likely remain below 2021 levels. So far this year, China remains the top 
market for New Zealand WMP followed by Indonesia, Bangladesh, Thailand, and Algeria. 
 

• China WMP production is forecast to rise 4 percent in 2022, reaching 1.05 million tons, 
as domestic milk supplies continue to grow, and COVID-related lockdowns cause more 
milk to be sent to the dryer. With lower demand, rising stocks, and high global prices, 
imports of WMP are expected to decline 6 percent from the record levels of 2021 to 
800,000 tons. 
 

 



 
Exports on a Milk Equivalent Basis Through May 2022 

 
 
 
 
 
 
 
 
 

U.S. Dairy Products Export Forecast - Calendar Year 2022

2022 (For) Fat Skims

NON-FAT DRY AND SKIM MILK PWDR 873,950 MT 0.4 20.4

MILK POWDER > 1.5% MILK FAT 43,075 MT 0.6 0.7

BUTTER/MILKFAT/SPREADS 60,521 MT 2.8 0.0

CHEESE AND CURD 433,179 MT 6.4 3.4

FLUID PRODUCTS 4/ 180,345 Liters 0.5 0.4

DRIED WHEY PRODUCTS 588,698 MT 0.7 13.5

LACTOSE 402,133 MT 0.0 9.8

OTHER DAIRY PRODUCTS 216,190 MT 0.7 2.3

TOTAL - Billion Pounds 12.2 50.5

Note:     1) CY 2022 includes actual exports through May 2022
              2)  Milk Equivalent figures are rounded and totals may not add up. 
              3) Forecasts assume current policy
              4/ Includes milk based drinks, fluid whey, cream and fluid milk

Milk Equivalent (Bil. Lbs)

Top Dest. -M.E. Milkfat Basis (Mill. lbs) 2022 Top Dest.-M.E. Skim Basis (Mill. lbs) 2022
 MEXICO 1,232 23%  MEXICO 4,470 21%

 CANADA 810 15%  CHINA (MAINLAND) 4,129 19%

 SOUTH KOREA 646 12%  PHILIPPINES 1,923 9%

 JAPAN 371 7%  INDONESIA 1,544 7%

 AUSTRALIA 205 4%  VIETNAM 1,101 5%

 CHINA (MAINLAND) 203 4%  JAPAN 1,068 5%

Other 1,947 36% Other 7,250 34%

TOTAL 5,415 TOTAL 21,484



Additional Resources:  
 
For additional information, please contact Paul Kiendl at 202-720-8870 or 
Paul.Kiendl@usda.gov  or Jacob Vuillemin at 202-690-4476 or Jacob.Vuillemin@usda.gov. 
 
Subscription services for FAS circulars can be obtained at: 
https://public.govdelivery.com/accounts/USDAFAS/subscriber/new 
 
Individual FAS country reports covering dairy are available at: https://gain.fas.usda.gov/#/ 
 
The USDA Production, Supply and Demand database is available at:  
https://apps.fas.usda.gov/psdonline/app/index.html#/app/home 
 
A monthly “Livestock, Dairy, and Poultry Outlook” for the United States published by the 
Economic Research Service is available at: https://www.ers.usda.gov/publications/ 
 
U.S. trade data is available on the Global Agricultural Trade System (GATS):  
https://apps.fas.usda.gov/gats/default.aspx 
 
The next publication of this circular will be on December 20, 2022. 
 
Circular Notes: 
 

• Fluid milk in liters is converted to kilograms using a 1.03 conversion factor. 
 

• U.S. cheese imports only include cow’s milk cheeses. 
 
• For the United States, SMP includes nonfat dry milk for human and animal use and 

skimmed milk powder. 
 

• The Butter PS&D’s include butter, anhydrous milk fat (AMF), and butteroil.  The 
AMF and butteroil are converted to a butter-equivalent basis by multiplying by 1.25. 
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