European
Commission

Civil Dialogue Group :
russels 20 November 2018 gl

WA

X ]
A AalS
k\x *';«1
3 Sy b

Agriculture
and Rural
Development



Outline

Short-term outlook

- Dairy herd development

- Fat and protein development

- 2018 and 2019 Milk collection forecast

A

* ¥
*
*

*

*

I

Commissio

European E" Agriculture and

Rural Development




Dairy herd development
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2018 Milk collection forecast
by selected MS
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Fat and protein milk content
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2018 Milk collection forecast

+0.8% / 2017
EU milk collection by quarters (1 00O t)
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Focus on SMP

SMP production (1 000 t)
160
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Outline

Short-term outlook

- Global dairy demand (incl. products)

- Sustainability and societal concerns driving
production
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The 2018 Agricultural Outlook conference

Commission and its priorities

- European
Commission

Home > Events > The 2018 EU Agricultural Outlook conference

The 2018 EU Agricultural Outlook
conference

Thursday 6 - Friday 7 December

Q Brussels, Belgium
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https://ec.europa.eu/agriculture/future-cap_en

Main drivers of dairy market development

1. Growing global and EU demand

— World import demand driven by population growth and income growth
— But at a slower pace with more focus on added-value and less on quantity

- EU consumption rising too, less drinking milk and more cheese
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World import demand

... continuous growth at slower pace

- Milk world supply growing by close to +2% per Main importers of dairy products
vear 2018 and 2030 (%)
- India 1st producer orer P Russia
— Africa increasing production but not enough 12
to meet increasing domestic demand Mexico 15 China
— World trade +1.4% per year Africa 2018
- +0.9 million t of milk eq. per year 11 Middle East
(last decade twice more) 28
— China remains 1st importer 29 2030
- close to +29% per year Other Asia

- EU and NZ close to 30% of global trade each; US g~ """ ™ R\[ et Bosed on ORDHID A

R
up to 15% g X
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EU exports

... to further expand
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EU export volume (million t milk eq.)
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Source: DG Agriculture and Rural Development, based on OECD-FAO Agricultural
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Cheese

...the European asset, growing demand in all market segments

— EU Cheese consumption in 2030:
- +1.3 kg per capita
— Industrial use stays strong
—> More quality cheeses and high value

added

— EU exports to reach 1.2 million t

|

+ 4 million t of milk eq. in 12 years

EU cheese exports in volume by type in 2007 (inner) and
2017 (outer)

- Mozzarella
Other fresh
31% Grated
m Processed
4506, m Blue
m Gouda
Cheddar
m Edam

m Grana P, Parm. R.

.

10% Other hard

Source: DG Agriculture and Rural Development, based on COMEXT
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Milk powders

... more protein into fat-filled powders, less WMP and SMP

EU production in Mt of milk equivalent Global FFMP Production Gfra

Concentrated in SE Asia and Europe; strong growth possible

200
180 vl Mt Global FFMP Production by Region, 2006-2021f
+ 17 Mt - —

160 800
+6% p.a.
140 =700 /
120 Eem
100 48 48 2 500
80 48 .
>
o0 5 300
40 :
35 200
20 E
100
O I
0
2006 2018 2050 2006 2011 2016 2017e 2021f
. Cheese . SMP WMP Source: Gira based on industry
m Whey powder FDP m Casein BEU B BAG RSEA intenvewsand TradeMp
W Butter m Other &
Source: DG Agriculture and Rural Development, based on OECD-FAO Agricultural § European Agriculture and

Outlook ——— Commission! Rural Development



Fresh dairy products

... drinking milk on decline but rising plant-based drinks

Retail and foodservice volume

— Drinking milk consumption on decline but
of plant-based drinks (million 1) smoothened in EU-28
#000 - - 1.2 million t
1.600 —> But yogurt consumption up
1.200

—> Cream use sustains growth

— Other fresh dairy products keeps on
increasing

- Further exports expansion

800

400

0 — Growing market of plant-based drinks
mSoya drinks = Other plant-based drinks ==Plant-based drinks (40/0 of drinking milk retail and foodservice
Source: Euromonitor VO I.U me )
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Consumption trends

Increasing demand for organic

Value of household purchases of organic dairy products for Consumption of organic versus conventional milk and
home consumption in France (in million EUR) dairy products in France (%)
m Organic  m Conventional
450 30 9
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364 25 24,3
316 335 22
500 20 178
15,3
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Liquid Yoghurt Fresh  Butter Cream Cheese
Note: Milk is not included milk cheese

Source: Agence Bio; ANDI

Note: % change in volume year-to-year 05/08/2018
Source: Eurocommerce (presented in MMO 25/09/2018)
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Butter

... towards sustained larger gap to SMP price

Dairy prices (EUR ct/kg)
A5 \ 97.5th percentile
40 I e , .
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50 | — Price relationship butter/SMP
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> | — Back to normal with a delay
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Main drivers of dairy market development

2. Sustainability and societal demands

— Milk collection expected to further increase

— Small decline in EU dairy herd

- Demand for products with a lower environmental footprint, organic, non GM,
local

— Environmental constraints to play an increasing role
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Milk collection

... under environmental constraints

- EU milk production up to 182 Mt by 2030 EU milk production (Mt)
- +1.3 Mt/year o
— EU milk deliveries up to 175 Mt by 2030 1€0
— Faster growth rate in EU-13 120
- New trends P
— Slowing down the decline of on-farm 28
use and direct sales in line with 20
= 0
Incre.ase Of lOCally_dema.ndEd PrOdUC'.tS 2000 2005 2010 2015 2020 2025 2030
— Environmental constraints mlght drive m EU Deliveries  m Farm use&direct sales
Changes in p rOd UCti on Source: DG Agriculture and Rural Development, based on OECD-FAO Agricultural
localisation Outlook
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Dairy cow herd

... back to the level of 2010, and enhanced productivity

— Slower-pace decline, back to level of 2010
by 2030 in EU-15
- Increasing organic production
— 10% by 2030
— Slowdown in yield growth (+1.2%
per vear)
- Further challenges
— Mitigation of GHG emission (focus on

farm practices)
— Sexing of semen (potential impact

on the number of dairy cows)

EU cow number (M heads) and yield (kg/cow)
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Source: DG Agriculture and Rural Development, based on OECD-FAQO Agricultural
Outlook
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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
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