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IFCN is a way to understand
a complex & fast changing dairy world

IFCN = International Farm Comparison Network

The IFCN is a global dairy network of researchers, companies and
other stakeholders who are active in the dairy chain.

The IFCN has a Dairy Research Center with 15 dairy researchers
coordinating the network process + running dairy research activities.

The IFCN is independent from third parties and committed to truth,
science and reliability of results.
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IFCN mission

We create a better
understanding of
milk production
world wide

Argentina
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The IFCN world milk price 1996 - 2013
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IFCN estimates of world regions milk

Rio de Janeiro

Sao Paulo |

de Chile
Buenos

Aires

. T . _ . . . 10 mill tons/year
Milk deficit in mill t. Milk surplus in mill. t @ 3 mill tons/year
Milk equivalents Milk equivalents 0.5 mill tons/year

1. Remarks: Moscow region and city shown as o
= Idaho, Wi = Wisconsin, FL = Florida. China: IM = Inner

© IFCN 2013 Source: IFCN Dairy Report 2011, p. 64
World Dairy Map 2012 ..
p.‘lﬂﬂl
Results of the IFCN Dairy Report 2011 - www.ifcndairy.org  world-wide
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Status of milk production 2011

" Milk production 2011
in mill tons ECM

< Delivered 2011
<< Not delivered 2011

mﬁ a Ia Milk volumes cows & buffalo milk —standardised to 4% fat and 3,3% protein

©IFCN 2013 IFCN Dairy Report 2012

Change in milk production 2006-2011

. Milk production increased
(in mill tons/year)

. Milk production decreased
(in mill tons/year)

©IFCN 2013 IFCN Dairy Report 2012




Monthly developments 2006 — 3/2013

Milk production growth* ; : .
loap year + ECM adjusted World milk price & feed price
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IFCN database: 60 countries (milk production o. delivered) represent >90% milk
©IFON 2013 production, figures Feb + Mar 2013 are partly estimates

Milk production growth in March 2013

IFCN data+estimates for March 2013 vs. 2012 (ECM + leap year adjusted)

% Comment: 59 Countries included (p = milk production, d = milk delivery): EU-27: (d), CIS: Armenia (p), Azerbaijan (p), Belarus (p), Kazakistan (p), Kyrayzstan (p). Moldova(p), Russia (p). Tajkistan (p), Uraine (p). Uzbekistan (p),
IFEN “~—#, | USA& Canada: Canada (d), USA (p), Latin America: Argentina (p). Brazil (d). Chile (d), Colombia (d), Mexico (p), Per (d), Uruguay (d). Oceania: Austraia (p). New Zealand (p), Asia: Bangladesh (p). China (p), India (p), Indonesia

(d), Japan (p), Pakistan (p), Africa: Egypt (d). Other: Croatia (d), Switzerland (d), Turkey (d), Iran (p). Countries included represent 92% of world milk production. Figures adjusted to a 30-day-month. October 2012 data is preliminary or
estimated.

©IFCN 2013 Source: IFCN add-on product 3.4: Monthly milk production and prices
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World Dairy Map 2012 ===

Results of the IFCN Dairy Report 2011 - www.ifcndairy.org  world-wide

Average dairy farm size world-wide
‘ The world average farm has 2 — 3 cows

No. of cows
per farm 2010
M <=10
1 >10<=30

2-3 cows = @ World herd size %:5%05:1%%

145 million dairy farms L1 nodata

0.7 — 1 billion people live on dairy farms

©IFCN 2013

Source: IFCN annual database




Farm ownership and decision making

Household farms =78% of the farms; 33% world milk

Key characteristics: Small farms 1-3 cows, dairy is one income source,
50% of the milk is consumed on the farm, 50% sold.

Key driver: Selling milk provides daily cash for family needs

Family farms =22 % of the farms, 33% world milk

Key characteristics: Work is mainly done by the family,
Size in developed countries 10 up to 100/300 cows?

Key driver: Generate an income,

Business farms = 0,3 % of the farms , 33% world milk
Key characteristics: Work is mainly done by employees,
Size in developed countries > 300 cows?

fw Key driver: Generate the expected ROI, return to labor, etc.
IFCN

-,
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Examples of typical farms 2011

they represent in a country a certain share of milk production

o o Germany

Bel
Canada 31,98 623 31'1“50
49, 83, i? cows/farm cows/farm
/ cows/farm
UsA N ‘ g
WI 80, 500, cows/farm /ma
NY 60, 500, 2000 cows/farm Algeria 11? ;fo
CA/ID 1000, 3000 cows/farm 6,18 /A 7
S7EReS cows/farm
/ 5 _
Mexico Wdonesw
54, 2000 i =23, 10

2 18 /ff\k/&gws/farm

cows per farm

cows/farm AU |
Argentin Brazil ZA 300, 700//}7
170, 400 cows/ . 2550.. 470, 630
' cows/farm o New Zealand

o farm 355, 1066
i %, cows/farm

FCN >
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Cost of milk production only in 2011

average sized farms

We will
validate this

with the
“w 2012 work

- Cost of milk production (US-$/100 kg ECM)
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>20 <=30
<=20
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O  Cost level of farms in region where
shade is placed

(RS0

Ranking countries by cost of production

larger farms per country in 2011
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Comment: Larger/betier managed farms in the countries, analysed year: 2011. ECM: energy corrected milk (4% fat, 3.3% protein). For the conversion on the left hand side 2011 exchange rates used : 1€ = 1.34US-5.

©IFCN 2013 Source: IFCN Dairy Research Center, Dairy Report 2012
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US-$ / 100 kg feed

Implications of rising world feed prices

Feed prices 2006 — 2012*
56—

Next phase ? — 40US-$ -

Cost of milk production increase
on 10% feed price increase
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Source: IFCN Dairy Research Center

US-$ / 100 kg feed

Implications of rising world feed prices
monthly price developments 2006 — 2012
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Impact on dairy farm economics
1. Change in national grain prices

2. Purchase feed prices and costs rise
3. Land value increases

4. Land rents + costs change
5. Opportunity costs own land rise
=> Farms that suffer first:

a) High share purchase feed
b) High intensity / yield

| ¢) High share cash crop land

d) High share rented land
e) Business perception on farm

=> Cost in other farms rise later

©IFCN 2013

Source: IFCN Dairy Research Center




Real time farm economic 2010 - 2013

Monthly farm economics EU-15 Milk production growth
A German 100 cow farm type leap year + ECM adjusted
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Summing up

1. World milk price — a 2nd rollercoaster ride like 2007 — 2009 ?
Key driver — the milk supply side this time !!

2. USA competitiveness in milk production 2011
The large farms are quite competitive cost but show the highest
sensitivity to feed price increases especially those in the west.

3. What to do once the dairy economics do not work:

Option 1: Ask policymakers for help — (old European way )
Option 2: Wait + pray for better milk / feed prices

Option 3: Improve the existing system (efficiency)

Option 4: Find ways to get better input prices (factor price)
Option 5: Move to a better fitting dairy system (system shift)
Option 6: Close down the farm or relocate (farms + dairy plants)

fw 4. IFCN approach to support the dairy industry:
rent 71 Use real time farm economics to predict milk supply in the future.

©IFCN 2013




This presentation is the result of a large number of
people working together in IFCN since 2000

Researchers from 90 countrles June event Researchers at the IFCN Center
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People representing 95 dairy related companies — September event

Oulook of the wolrd milk price
sicwt  in US-$ per 100 kg milk ECM 4% fat; 3,3% protein
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Source: IFCN Dairy Research Center




