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Is export growth slowing? The answer to this question is com-
plex, but based on information published by the U.S. Dairy Export Coun-
cil (USDEC) in its April 6, 2023 “U.S. Dairy Exporter Blog,” the short-term
answer is: Yes.

You can find and subscribe to the “U.S. Dairy Exporter Blog” at www.
usdec.org. The blog mentions several reasons why exports will be chal-
lenged this year, but also reasons to support why U.S. dairy export
growth will continue, although it will be at a slower rate than 2022
when exports set a volume record for the third consecutive year.

After an unexpected year-over-year (YOY) increase of 16% in January,
February exports better reflected the headwinds that dairy economists
were saying at the close of 2022 face exports this year in 2023. February
2023 exports were 177,032 milk solids equivalent metric tons (MT), re-
maining in growth mode but just at a YOY increase of 0.8% (+1,430). The
increase was driven primarily by lactose, which jumped 32% (+9,322
MT) over last February. The slight YOY growth was also helped by a 9%
increase (+472 MT) in whey protein concentrate 80+ (WPC80+) and a
34% increase (+965 MT) in milk protein concentrate (MPC).

These slight increases were enough to offset export losses in low-pro-
tein whey products, which makes up the second largest individual dairy
export category after nonfat dry milk/skim milk powder (NDM/SMP),
butter, anhydrous milk fat, and whole milk powder. These products fell
by 9% (-3,837 M), 32% (-1,615 MT), 82% (-1,377 MT), and 41% (-1,332
MT), respectively. Also contributing to slower growth were relatively flat,
or negative, exports of NDM/SMP and cheese — the first and third largest
export categories at -1% and -0.2%, respectively. NDM/SMP exports were
down by 342 MT while cheese fell by just 82 MT. Overall, lower dairy
product prices -- combined with decreased exports of higher value dairy
products like butter and cheese - caused YOY export value to decrease
for the first time in more than two years. The USDEC blog did not report
the value, but according to the USDA, Feb. 2023 export value was $665.6
million, which is $22.4 million less (-3%) than February 2022.

With overall lower international prices, our higher domestic price is
less competitive and, in some cases, much higher than other major dairy
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February U.S. butter price was E

$2.39 per pound, 24 cents more expensive than the EU

price. This was a primary reason butter and anhydrous

milk fat exports suffered during February and will continue to be chal-
lenged until the U.S. price better aligns with international prices.

The USDEC blog mentions that New Zealand (NZ) and European milk
supplies continue to improve relative to last year. With more supply, and
therefore more dairy products on the market, international prices will
continue to experience downward pressure. Chinese demand for inter-
national dairy is uncertain, and with more regionally local dairy suppli-
ers like NZ having a more competitive price than last year, China may
turn to NZ before filling in the gaps with U.S. product. World economic
uncertainties are also headwinds that the U.S. may face this year in ex-
porting dairy products. Inflation continues to be a worldwide concern.

However, USDEC also sees demand in Latin America continuing to be
robust. Even though U.S. dairy product prices may remain above other
international prices, there is still a huge logistical advantage of shipping
U.S. dairy into Mexico, Central America and the Caribbean, and South
America versus purchasing from competing countries. In February, ex-
ports to Mexico grew by 28%, Central America and the Caribbean by
17%, and South America by 8%. The trend of growth in exports to these
areas is expected to continue.

The USDEC expects three things to occur during the second half of
the year that should put the U.S. in a better position for export growth:

1. European milk production will slow as lower product prices are
passed onto farmers,

2. China will continue to recover from post-COVID-lockdown, and

3. Global economic activity will improve.

Accounting for the current issues making U.S. dairy less attractive to
international buyers in the short term and future improvements to these
issues during the second half of the year, USDEC believes that export
volume may be able to increase by around 1.5% during 2023.

*AVG = CME DAILY FUTURES & OPTIONS TRADING — APR. 19, 2023 AT THE CLOSE
’2;’;.’:?; APR-23 MAY-23 JUN-23 JUL-23 AUG-23 SEP-23 O0CT-23 NOV-23 DEC-23 JAN-24 FEB-24 MAR-24 REND
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861 12.82 17.09
Covers ONLY lactating feed, based on 75 Ib herd avg, Buff, NY soy price
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CATTLE - DAIRY PURPOSES($/HD) NORTHEAST (Avg. April 12, 2023 sale New Holland, PA)
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