ommission

Prognosis for the
European Dairy
Market

;&!f!a 1) i

W
*\ i . W D e
fh’&wx"’#‘ ¥ ’J.. [ A e e e

Carlos Martin-Ovilo

DG Agriculture and Rural Development
European Commission

26.11.2015 - Velence






suo] puesnoy] uj

o

o

~
|

o

o

F
l

- 1300
- 1200
- 1100
- 1000

o o o o o o

o O o O o O

A 0 O uwn MmN N
l l l l l l

- 100

= ¥10¢
[440r4
oto¢
800¢
900¢
¥00¢
¢00¢
000¢
8661
9661
7661
661
0661
8861
9861
7861
861
0861
8L61
9/61
vL6T
L6l
0L61
8961
9961
7961

M Butter

y

x ¥ x
x x
x «
x x

* K

i
5]
£
a
)
[
2
3
Q

European
Commission

[
3E
=3

ﬂDn

5E
< O

Intervention Stocks of Butter and SMP
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Other dairy products

® Cheese
Butter & Butteroil

® Skimmed Milk Powder
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Top 12 World Countries IMPORTING dairy products (2014)

Source: GTA
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Evolution of EU Milk deliveries and Direct sales versus quota
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DG AGRI DASHBOARD: DAIRY PRODUCTS

Last update : 16.11.2015

EU Raw Milk Prices Evolution (up to October 2015%)

EU Price Evolution since
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EU Exports - Top 3 destinations in 2015
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EU Dairy Exports to Third countires

Source - Eurostat (COMEXT)
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Steady growth in world consumption

Cumulative change in world trade of dairy products

+2.1% per year in world imports

A slightly lower increase in traded
volumes compared to the last
decade

But most of the extra demand to
be supplied by the EU

- NZ production and exports limited by
natural constraints

- US dom. consumption to grow faster

China to contribute less to the
extra demand

- Africa and other Asian countries to absorb
more dairy products
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Higher milk collection in the EU

Positive development of EU milk
deliveries:

- A huge increase took place already before
milk quota abolition

- A reduction in 2016 further to lower milk
prices in 2015

- Followed by a steady growth

Based on:

- A slower decline in dairy herd
- Further yield improvements
- A higher share of deliveries in the EU-N13

Where:

- Lower production costs
- More investments in processing capacity
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Cheese production up to 11 Mt by
2024:

- Mainly for EU domestic consumption
thanks to population growth and higher
per capita intake (especially in the EU-
N13)

- Exports to reach 1 Mt, the EU to gather
close to 40% of world trade

More powders to be exported:

- Especially whey and SMP,

- EU share in world trade above 60% for
whey powder and 30% for SMP,

- The EU is less competitive on the WMP
market dominated by New Zealand

Extra butter mainly for the
domestic market

European
Commission

Most of the extra milk channelled into cheese

2024 vs 2014, in million tonnes of milk eq.

and Rura
Development

Expected increase
in domestic use




CAP Instruments

Direct Payments
Market Organisation

Rural Development
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Safety net: buying-in of butter and powder into intervention and

private storage aid (in crisis times)

% of Member States product/ig, s exported to RUSSIA

Exceptional measures: against (in milk oquivaient) )
market disturbance resulting from
significant price fluctuations or other
events bearing on the market

18



Negotiation power (up to 33% of Finnish milk
production per PO)

Contracts (between milk producers and
processors)

Interbranch organisations with a series of possible
activities, in particular market transparency

Supply management of PDO/PGI cheeses

-
T
» [nAture
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e Increased transparency on the milk market

e Cooperation between the actors of the supply chain and public

authorities, as well as between the various steps in the chain
g | 00 oo aarineons.  ENT

viac | Lagal socce |Enghsh (en) o)
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European Milk Market Observatory .

The atm of the Milk Market Observatory (MM0) is to provide the [U dairy sector with more transparency by m
means of market data and analysis in a timely manner. Qth &

Market anabvss
EADN-RICA
JARIC

Latest updates also avadable via emoll alert and as RSS feed
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Conclusion

European
Commission

® |[ong term prospects are positive

® In the short run, the challenge is volatility

e Continued EU public support by means of:
o Safety net and exceptional measures in case of crisis
e Direct payments and rural development programmes

e Promotion (and increased market access), research and
innovation, quality policy e

® The sector needs to organise itself:

e Milk Package

* Milk Market Observatory — =




Milk Market Observatory:

http://ec.europa.eu/agriculture/milk-market-

observatory/index en.htm

Thank you
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