GLOBAL DAIRY MARKET OUTLOOK

U.S. Exports

Positive numbers in August trade data

Improved sales of milk powder to Mexico and whey to China, plus rebounding
world commodity prices, led U.S. dairy exports to post their first year-over-year
value increase in more than two years. Overall exports were valued at $402.6
million, up 3 percent from last August. Exporters shipped 172,764 tons of milk
powders, cheese, butterfat, whey and lactose during the month, 23 percent more
than the prior year, and the most since May 2015.

Exports of milk powder to Mexico were a record high 32,883, up 80 percent
from last year. Official USDA data continues to show a spike in WMP exports
to Mexico. However, Mexican import data and trade sources don’t corroborate
this, and we believe this volume represents SMP sales that were misclassified at
the port. Therefore, we’ve adjusted NDM/SMP and WMP trade data for April-
August to account for this misclassification.

Adjusted total NDM/SMP exports in August were 59,658 tons, up 39 percent
year-over-year. More than half of the NDM/SMP volume went to Mexico.
Shipments to the Middle East/North Africa (MENA) region were improved in
August, and sales to Southeast Asia were up 39 percent in July-August.
Meanwhile, adjusted WMP exports in August were down 35 percent from a year
ago.

Exports of whey products to China were more than double year-ago levels, and
accounted for 45 percent of total U.S. whey shipments. Dry whey volume was

the most since May 2015, led by record sales to China (9,308 tons). Exports of
whey protein concentrate (WPC) reached the second-most ever. In the June-

August period, exports of WPC to China were up 38 percent year-over-year.
Whey protein isolate exports have been fairly steady month-to-month in 2016.
The bulk of August sales went to China, Canada and the EU-28.

Cheese exports were 22,710 tons, up fractionally from last August, marking the
first year-over-year gain since September 2014. Shipments to top three markets
Mexico, Japan and South Korea were down 15 percent in August, but this was
offset by an increase of 20 percent to all other destinations, led by the MENA
region, Central America and Southeast Asia.

U.S. butterfat remained priced out of the world market in August. Exports were
just 957 tons. Coupled with heavier butterfat imports, the net trade deficit of
3,743 tons was the highest since December 2006.

Among other products, lactose exports were up 12 percent, food preps (blends)
were up 11 percent and fluid milk shipments were up 5 percent compared with a
year ago. Exports of milk protein concentrates were just 1,398 tons, down 43
percent.

On a total milk solids basis, U.S. exports were equivalent to 16.0 percent of U.S.
milk production in August, the highest since April 2015. Imports were
equivalent to 4.2 percent of production.

U.S. Exports
LATEST MONTH AUGUST (VOLUME, MT) YEAR-TO-DATE JANUARY-AUGUST (VOLUME, MT)
2014 2015 2016 % CHG 2014 2015 2016 % CHG
NDM/SMP* 45,306 42,779 59,658 +39 NDM/SMP* 397,939 372,146 389,016 +5
WMP* 3,598 2,894 1,868 -35 WMP* 39,642 26,090 17,747 -32
Cheese 31,263 22,697 22,710 +0 Cheese 262,334 223,666 186,629 -17
Butterfat 3,549 2,314 957 -59 Butterfat 60,011 17,011 14,905 -12
Total Whey 40,202 32,975 48,141 +46 Total Whey 339,254 307,829 321,346 +4
-Dry whey 17,667 13,963 20,462 +47 -Dry whey 160,674 131,171 120,668 -8
-WPC 19,873 16,592 24,727 +49 -WPC 161,454 149,660 178,617 +19
-WPI 2,662 2,420 2,953 +22 -WPI 17,125 26,998 22,061 -18
Lactose 28,343 29,440 33,032 +12 Lactose 226,180 239,231 237,570 -1
MPC 2,397 2,463 1,398 -43 MPC 37,549 21,076 13,874 -34
Food preps Food preps
(blends) 4,747 4,514 5,000 +11 (blends) 43,902 41,414 43,124 +4
Aggregate Aggregate
volume** 159,406 140,075 172,764 +23 volume** 1,406,811 1,248,462 1,224,211 -2
Fluid milk Fluid milk
(000 liters) 7,453 8,084 8,484 +5 (000 liters) 60,722 60,747 57,290 -6
Total Value Total Value
(millions)*™ ¢ 5854 $ 391.6 $ 4026 +3 (millions)*™ § 51243 $ 3,671.6 $ 3,013.8 -18

* USDA data for NDM/SMP and WMP adjusted to reflect shipments to Mexico misclassified as WMP.

** Aggregate volume includes the products listed above, except fluid milk. Total value includes other products in addition to the ones listed here.
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U.S. Exports

U.S. EXPORTS VOLUME AND VALUE
AGGREGATE VOLUME, SELECTED PRODUCTS* TOTAL DOLLAR VALUE
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* VVolume includes SMP, WMP, food preps, MPC, whey, cheese, butterfat, lactose

U.S. EXPORTS AND IMPORTS AS A PERCENT OF MILK PRODUCTION
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U.S. DAIRY EXPORTS, TOP 10 MARKETS U.S. EXPORTS AS % OF PRODUCTION
(million $) Aug 16 VS. yr ago August yrago Jan-Aug 16 yr ago
Mexico $ 1195 +31% NDM/SMP 81% 58% 54% 51%
Southeast Asia 54.5 -25% Total cheese 5.1% 5.1% 5.2% 6.3%
Canada 46.8 +9% Butterfat 1.6% 4.0% 2.5% 3.0%
China 33.3 -4% Dry sweet whey 60% 37% 41% 45%
South America 23.3 +34% Lactose 79% 75% 72% 75%
So. Korea 17.7 -26% Total milk solids 16.0% 13.2% 13.8% 14.2%
Caribbean 17.0 +15%
Oceania 16.7 +12% ACCESS U.S. EXPORT DATA ONLINE
Middle East/North Africa 159 ~25% Visit usdec.org/research-and-data/market-data/us-export-data
Japan 15.0 -18%

Source: USDA, USDEC, National Milk Producers Federation.
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U.S. Exports: Rolling 12-Month Volume
U.S. NDM/SMP EXPORTS (MT) U.S. CHEESE EXPORTS (MT)
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