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SEVEN KEY DRIVERS
OF THE AUSTRALIAN DAIRY INDUSTRY 

Global supply
 Situation  Outlook

Slow-but-steady growth continues amongst 
key dairy exporting regions. Whilst rising feed 

costs have begun to erode margins in the 
northern hemisphere, expectations remain 

weighted towards maintaining the status quo 
for the balance of 2021

Australian market
 Situation  Outlook

Further recovery in foodservice spending has 
sustained domestic demand for dairy. Consumers 
have grown more conscious of their spending choices: 
as a result retail sales of branded dairy products have 
outpaced sales of private label variants. This has seen 
the sale value of milk and yellow spreads rise by 5.3% 
and 3.8% respectively

Inputs
 Situation  Outlook

Key input costs remain well below last 
year’s levels following an extended 
period of subdued demand for purchased 
feed and water. However, global fertiliser 
prices have increased and the ongoing 
mouse plague may cause further damage 
to crops, which could impact the quantity 
and quality of feed available in coming months

Australian production 
 Situation  Outlook

This year, Australia’s milk pool is expected 
to be largely unchanged. Several factors, 
including low input costs and relatively 
strong milk prices are supporting 
production prospects for the season 
ahead. As such, Dairy Australia’s initial 
forecast suggests a 0% to 2% increase 
relative to this year, which would equate 
to a national milk pool of between 8.80 
and 8.97 billion litres

Global demand
 Situation  Outlook

Several countries have increased imports 
of dairy products this autumn, sustaining 

commodity prices. China remains a driver of 
this boost, as an increase in local consumption 
underpins demand. Whilst a growing appetite 

for dairy globally is encouraging, the COVID-19 
pandemic continues to challenge market 
dynamics with implications for dairy sales

Global economy
 Situation  Outlook

The developed world is on track for an 
economic recovery, with the International 

Monetary Fund (IMF) forecasting 6% growth 
in the global economy this year. Developing 

countries are falling behind, with millions of 
people moving back into poverty. A prolonged 
global COVID-19 crisis has the potential to halt 

any economic recovery

Exchange rates
 Situation  Outlook

Throughout autumn, the US dollar has retained its 
weakened position against the currencies of all other 
major dairy exporters. This has continued to underpin 
the cost-competitiveness of US dairy exports on the 
global market. However, further inflation growth in 
the US may upend this narrative and see the AU$ 
start to depreciate

 Positive  Neutral  Negative
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Much of Australia’s dairy industry has been 
riding on a wave of positivity over the last 
few months. Improved operating conditions, 
robust domestic demand and supportive 
global fundamentals have continued to 
underpin a reasonably strong market outlook. 

A vast majority of farm businesses are expecting to make 
an operating profit this season, and with mother nature 
mostly playing her part, industry confidence has bounced 
back. Several factors, including higher opening milk prices 
in 2021/22, suggest this momentum could be maintained 
well into next season.

Current input dynamics have been cause for optimism, 
as key costs remain well below last year’s levels. Despite 
drier weather through autumn, temporary irrigation water 
prices in northern Victoria and southern New South Wales 
(NSW) have continued to fall, as rain throughout summer 
reduced the draw on water storages. Demand for 
purchased feed is subdued; consequently, hay and grain 
prices are trading below last year’s levels. The ongoing 
mouse plague, and increased focus on grain production 
over fodder in the upcoming harvest, has dented the hay 
outlook slightly, especially in the affected area of NSW. 
However, the significant amount of feed stored on farms 
across the country bodes well for the season ahead. 

Favourable operating conditions have had a substantial 
impact on industry sentiment, as demonstrated by the 
latest National Dairy Farmer Survey (NDFS). Data from 
the NDFS shows that 64% of farmers are feeling positive 
about the future of the dairy industry, up 20% from 
last year. While this number differs by state sentiment 
has grown in all dairy regions, with the highest level of 
industry confidence in South Australia (SA) and Tasmania. 
Furthermore, 88% of respondents are anticipating making 
an operating profit in 2020/21, with 63% of these farmers 
expecting profits to be higher than the five–year average. 
This improvement in profitability has enabled many 
farmers to undertake on-farm investments, some of which 
were put on hold during more challenging years. 

The 2020/21 season has kick-started a financial recovery 
for most farmers. A key priority for many businesses has 
been to consolidate, reduce debt and, at the expense 
of growth, return to a similar position to before the most 
recent drought. As a result, national milk production is 
expected to be stable in 2020/21, with minimal volume 
change compared to the season prior. 

Looking ahead, several factors are aligning to indicate 
the possibility of modest milk production growth in 
2021/22. Dairy Australia’s initial forecasts suggest 0% 
to 2% growth relative to this year, which would equate to 
a national milk pool of between 8.80 and 8.97 billion litres. 

88% of respondents are anticipating 
making an operating profit this 
season, with 63% of these farmers 
expecting profits to be higher than 
the five–year average

From a regional perspective, production growth 
is expected in most regions, however, the lack of 
available workers remains a concern across the country. 
Tasmanian milk output is estimated to increase for a third 
consecutive year and given favourable conditions, some 
growth is also expected in Gippsland. A vast majority 
of farmers in SA and western Victoria have reported 
profits over the past two years, with an increasing share 
of businesses entering an ‘expansion phase’. This is likely 
to see milk production grow in 2021/22. Despite a relatively 
dry autumn, plenty of water remains in catchment 
systems in northern Victoria. A boost in per-cow yields 
is anticipated to grow the region’s milk pool. Similarly, 
as livestock numbers in NSW are limited, an increase in 
per-cow yields is likely the key driver of any production 
response next season. In comparison, high beef prices 
are expected to remain a constraint to a rebuild of the 
dairy herd in Queensland and are forecast to weigh on 
production prospects for the season ahead. In Western 
Australia (WA), a boost in per-cow yields is predicted 
to offset further declines in cow numbers and will help 
stabilise the state’s milk pool. 

EXECUTIVE SUMMARY
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It is expected the pandemic will 
influence the market for some time, 
as it rewrites the socio-economic 
landscape in many developing 
countries

From a consumer point of view, there is additional cause 
for positivity as life in Australia has started to return to 
its pre-pandemic normal. Notwithstanding the recent 
Victorian lockdown, the relatively unrestricted conditions 
of the past few months have facilitated continued recovery 
in foodservice spending and supported domestic dairy 
markets. Retail demand remains elevated and there is 
an increased focus on branded products over private 
label variants, which has seen the sales value of all major 
dairy products soar.1 Consumers are, however, retaining 
some of the habits developed over the past year, which is 
having a flow-on impact on shopping behaviours. Overall, 
people continue to go to the store less often but buy more 
items and bigger packs when they do. This shopping shift 
is expected to persist for the time being and will have 
implications on future demand for dairy in Australia. 

Globally, milk output from the four largest exporters 
– New Zealand, the US, the European Union (EU) plus 
the UK, and Australia – has been steadily increasing. 
Growth rates have ranged between 1% to 2% for much 
of the past year. A decrease in heifer numbers in Europe, 
combined with cold weather and high feed costs, have 
kept growth in the EU muted, with only a modest increase 
expected this season. Fewer cows are also a constraint 
in New Zealand, however, excellent pasture growth has 
boosted per-cow yields and delivered significant growth 
in the last few months, compared to weaker figures in the 
equivalent period of 2020. All in all, production is forecast 
to increase as strong milk prices support confidence 
‘across the ditch’. In contrast to the other exporters, the 
US dairy herd has grown in the past year, to its largest size 
in more than a decade. At the same time, per-cow yields 
have increased, and experts predict the milk pool to grow 
around 2% this year. 

1 NielsenIQ Homescan based on a continuous panel of 10,000 households; excludes non-private dwellings and businesses, non-
permanently occupied households and out-of-home/impulse purchasing. Dairy Australia calculation based in part on data reported by 
NielsenIQ through its Homescan Service for the dairy category for the 52–week period ending 18/04/2021, for the total Australian market, 
according to the NielsenIQ standard product hierarchy. © 2021, Nielsen Consumer LLC.

Global demand has so far successfully absorbed 
the additional milk produced, by outpacing supply 
growth. Greater China (China, Macau and Hong Kong) 
remains the key driver of this boost, as an increase in 
local consumption supports import demand. This has 
sustained commodity prices and delivered additional 
value increases this autumn. In light of otherwise strong 
fundamentals, the COVID-19 pandemic continues to 
challenge market dynamics. Some of these impacts are 
expected to be temporary, such as new lockdowns which 
have subdued purchasing interest and restricted demand 
from foodservice venues and school food programs. 
It is, however, expected the pandemic will influence the 
market for some time, as it rewrites the socio-economic 
landscape in many developing countries. For now, ongoing 
robust demand from several markets, including parts of 
Asia and the Middle East and North Africa (MENA) region, 
support dairy markets. 

Whilst global fundamentals remain positive for the 
Australian industry, there are a few issues looming under 
the surface. Further increases in supply, combined with 
weaker-than-expected economic prospects in key 
importing countries, could knock the market off course. 
The ongoing labour shortage remains a concern and any 
deterioration in feed supply also presents a risk. However, 
overall, most factors suggest another favourable season 
ahead. Widespread profitability, subdued input costs 
and higher opening milk prices for the 2021/22 season 
continue to support operating conditions at the farmgate. 
As confidence improves, the industry may just be able 
to ride this wave for some time yet. 
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Key findings

Stability
In a stable phase
+8%  

52%

Expansion
In expansion phase
+5% 23%

Profitability
Made operating 
profit in 2019/20 
63% in 2018/19 

80%

Outlook
Positive about 
own business
+13% 

80%

Sentiment
Positive about 
industry future
+20%

64%

The National Dairy Farmer Survey is 
conducted each year as a means of 
tracking dairy farmer sentiment, views on 
industry challenges and personal business 
intentions. It provides a robust set of data 
to support or challenge anecdotal and 
other information sources. In 2021, 713 farmers 
were interviewed nationwide for this survey.

The 2021 NDFS tells an interesting story. On one hand, 
there has been a significant and widespread improvement 
in farmer confidence about the industry, own business 
sentiment and on-farm profitability. On the other, this 
rise has not translated into any substantial herd or milk 
production growth. This article explores the key findings 
from the latest survey and considers the various decisions 
farmers are making in response to more favourable 
operating conditions.

Farmer confidence buoyed 
by improved seasonal conditions 
The latest NDFS results show an uplift in industry confidence 
across all dairy regions and herd sizes. Positive sentiment 
about the future of the industry has now risen to 64%, 
up 20% since last year and significantly higher than the low 
sentiment reported in 2019 (34%). This represents the highest 
level of optimism since 2016 and findings from a more recent 
survey show that confidence has continued to rise.

Historically, farmer confidence has, at times, closely 
followed farmgate milk price trends. However, over the 
past five years there has been a noticeable change, with 
milk price appearing to have less of an impact on overall 
sentiment. From 2017, milk prices have risen steadily but 
other factors, such as high input costs and limited feed 
availability, have kept sentiment subdued. 

NATIONAL DAIRY FARMER SURVEY

IMPROVED CONDITIONS DRIVE CONFIDENCE AND CONSOLIDATION 
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Farmers’ business outlook has also improved, with four 
in five respondents feeling positive about their operations. 
Similar to industry sentiment, business confidence has 
trended upwards since 2019, when farmers felt the least 
positive about their own businesses. The predominant 
reason for this uplift is the general improvement in 
operating conditions. Compared to previous years, 
business confidence and industry sentiment have 
converged this season, as farmers across all dairy 
regions feel more positive about the future. 

Farmers’ business outlook has 
also improved, with four in five 
respondents feeling positive 
about their operations

While confidence has increased in all regions, sentiment 
continues to vary by region. Farmers in South Australia 
are the most confident about the industry (83%), while 
farmers in Tasmania are the most positive about their 
own businesses (93%). In contrast, Subtropical Dairy 
(Queensland) respondents are the least confident about 
the industry (58%) and about their own businesses (67%). 

Despite the improvement in seasonal conditions, climate-
related challenges remain of greatest concern for the 
next six months for nearly half (45%) of all respondents. 
This is notably higher than the quarter of farmers who 
are concerned about farmgate milk prices or labour 
availability. The challenge of accessing labour is of 
greatest concern for farmers with larger herds (greater 
than 500 cows) and for businesses in the Murray region 
(northern Victoria and southern NSW), South Australia 
and Western Australia.

Figure 1 Industry confidence vs. milk price
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Figure 2 Industry vs. own business confidence by region
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Lower inputs costs and less reliance 
on purchased feed lift farm profitability
Between 2017 and 2019, approximately three out 
of five farmers reported making a profit each year. 
For the 2019/20 financial year, the proportion of profitable 
farmers lifted significantly, with 80% reporting a profit. 
This year, profit expectations have lifted even further, 
up to 88%, which represents the highest proportion of 
profitable farmers since tracking commenced in 2014/15. 

Furthermore, 63% of farmers expect profits this financial 
year to be higher than the average of the past five years. 
A widespread reduction in input costs and stable milk 
prices have helped to generate this improvement, along 
with less reliance on the purchased feed market. In 2021, 
significantly more farmers have been able to rely on 
pasture feeding for longer periods of time; 74% of herds 
were able to graze pasture for the full 12 months, 
compared to 64% in 2020.

While widespread national profitability tells an encouraging 
story, these results do not reflect regional differences. 

Around half of farmers in the Subtropical and Dairy NSW 
(central and northern NSW) regions were profitable in 
2019/20. In addition, fewer than two-thirds of farmers 
with herds of less than 150 cows (63%) made an operating 
profit. Their profit expectations for 2020/21 are, however, 
more optimistic, as favourable conditions and lower 
production costs provide some financial relief.

The improvement in farm profitability over the past two 
years has resulted in a significant increase in businesses 
making on-farm capital investments. Almost all farmers 
(91%) reported making investments in the past two years, 
27% of which were considered major ones. In the next 
two years, a similar proportion of farmers (88%) intend 
to undertake investments, 20% of which will be major in 
nature. Machinery, dairy and irrigation plants are the top 
three investment priorities nationally. The higher levels 
of investment (moderate to major in nature) are more 
prevalent on farms with herds of more than 500 cows. 
A possible motive for investing in repairs, maintenance 
or upgrading of equipment and infrastructure may 
include the labour-saving benefits obtained. 

Figure 3 Farm profitability
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Figure 4 Enterprise phase trend
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Figure 5 Expanding vs. steady enterprise phase
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Regional overview February 2021

Australian  
dairy regions

 
Industry confidence Own business confidence Profitable Expanding Winding down

% positive % positive
%

made in 2019/20
%

expected in 2020/21 % %

1 Western Dairy 67 77 83 93 10 7

2 DairySA 83 90 85 93 24 5

3 DairyTas 73 93 96 95 32 4

4 WestVic Dairy 63 79 92 93 21 12

5 Murray Dairy 64 77 77 89 26 11

6 GippsDairy 63 85 87 89 21 6

7 Dairy NSW 61 73 49 80 28 7

8 Subtropical Dairy 58 67 51 66 18 12
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While sentiment and profitability 
has lifted, the response has been varied
The improvement in business confidence has resulted in 
a myriad of responses on farm. Over the past five years, 
both the proportion of farmers expanding their businesses 
and those holding ‘steady’ have trended upwards. 
As this survey shows, a majority of farmers are choosing 
to maintain their current size, rather than increasing the 
scale of their business operations. 

In 2021, there has been a lift in the proportion of farmers 
in an ‘expansion’ phase (23%) and a marked increase 
in the proportion of farmers operating in a ‘steady’ 
enterprise phase (52%). Most farmers in this phase 
are happy to maintain the current size of their business, 
with only a small proportion unable to expand despite 
desiring to do so (15%). Combined, 75% of farm businesses 
are either holding steady or expanding operations and, 
while there are some commonalities, the NDFS also 
highlights several differences. 

Farmers in Tasmania are more likely to be growing their 
businesses (32%) and, following several challenging 
seasons, more Murray and Dairy NSW region businesses 
are also expanding operations. Those in an expansion 
phase are the most positive about the industry’s future 
and about their own businesses. Whilst they represent 23% 
of survey respondents, expanding businesses account for 
31% of milk production due to higher prevalence of larger 
herd sizes. It is interesting to note that only 60% of the 
expanding businesses increased their herds in 2020/21. 
This suggests that growth is more than just increasing cow 
numbers, and expansion plans are also likely to include 
productivity gains, improving farm infrastructure, buying 
more land and/or increasing feed production. 

In comparison, farmers in a steady phase are the most 
dominant group in all regions, ranging from 63% in 
Western Australia to 46% in the Murray and Subtropical 
regions. Like farmers who are expanding, they also have 
a more positive outlook for the overall industry, their own 
business and profit expectations. These farmers account 
for half of national milk production, with two thirds having 
milking herds between 150 to 500 cows. A majority (63%) 
have maintained their herd size in the past 12 months and 
most (70%) are looking to continue with this practice. 

On the other side of the business spectrum, the proportion 
of farms in a ‘winding down’ phase has dropped 3%, 
to 9%. It is likely due to farmers already having exited 
the industry, rather than farmers revising business plans. 
In the next two years, a further 6% of respondents are 
likely to exit. Typically, farmers in a winding down phase 
are smaller herd farmers (<150 cows), and there is a higher 
representation in the Subtropical region.

KEY TAKEAWAYS

Despite a significant uplift in farmer sentiment 
following one of the best seasons on record, 
Australia’s national milk pool remains stagnant. 
The NDFS provides some insight as to why improved 
profitability, combined with higher industry and 
business confidence, have not automatically 
translated into widespread herd or production growth. 

A key factor behind this development is the large 
proportion of farm businesses operating in a steady 
enterprise phase. While the number of farmers 
looking to expand their business has grown, 
almost twice as many are aiming to maintain their 
current size. Additionally, an increasing proportion 
of businesses are looking towards a maintenance 
approach for the next three years. This suggests that 
business consolidation, and possibly debt reduction, 
are considered to be of higher importance compared 
to growth. High land and beef prices as well as 
concerns about farmgate milk prices, may also 
weigh on any expansion plans, as farmers who have 
experienced volatility in the past are likely to choose 
more conservative business approaches.

Ongoing apprehensions about climatic conditions 
and, for some, labour availability issues, could also 
be influencing decisions for the year ahead. Close 
to 50% of farmers with larger herd sizes (greater than 
500 cows), and 32% of farmers in an expansion phase, 
are concerned about access to labour in the next 
six months. 

While more farmers are expanding their businesses 
this year, the previous two seasons saw a significant 
amount of destocking take place. Nationally during 
2019 and 2020, at least one in five farmers reduced 
their herd size. This suggests that a key priority for 
some is to get back to a similar position as before 
the most recent drought. This could partially explain 
the lag in production growth despite an uplift in 
sentiment, as businesses recover and consolidate. 
As sentiment continues to improve and many factors 
bode well for ongoing profitability, conditions remain 
supportive of further recovery in the season ahead. 
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DAIRY MATTERS – SUPPORT AUSSIE DAIRY CAMPAIGN 

In February, a large-scale national industry marketing campaign Buy, Support, 
Enjoy Aussie Dairy launched featuring Dairy Ambassador Jonathan Brown 
alongside people from across the supply chain. Building on the Dairy Matters 
platform, the campaign highlights why supporting Australian dairy matters. 

The campaign follows recent consumer insights which 
have shown that Australians are more aware than ever 
of how their purchasing habits can have a wider societal 
impact. Seventy-three percent of Australians believe we 
should buy more Australian made products and are also 
happy to pay more.

Phase 1 has focused on how buying Aussie dairy 
can positively impact on Australian jobs and local 
communities. Campaign channels include TV, radio, 
podcasts, digital, social media and YouTube. 

To support the campaign, Dairy Australia partnered with 
Airbnb to develop ‘Dairy Destinations’, creating 12 road 
trip itineraries across the eight dairy regions showcasing 
a selection of experiences including cheesemakers, ice-
creameries, kids dairy tours. Dairy Destinations encourages 
Australians not only to buy Australian Dairy, but to get to 
know where their dairy comes from, how it’s made and how 
buying Aussie dairy impacts our regional towns.

The next phase of the campaign will be on air from 
July to November and promote the health benefits of 
consuming Aussie dairy with a focus on bone and muscle 
health. In early 2022 the campaign will shift to enjoyment, 
celebrating our great tasting dairy and how it’s much 
loved in everyday moments, across diverse Australia. 

For more information visit dairymatters.com.au

9Dairy Situation and Outlook
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The 2020/21 season has been a welcome 
relief for many in the Australian dairy 
industry, with most regions experiencing 
stability and an opportunity to consolidate 
businesses in relatively good circumstances. 

Favourable weather and profitable margins have 
buoyed sentiment and, after a period of setbacks both 
individually and collectively, it looks like the tables have 
finally turned. It might just be time to start talking about 
growth in the milk pool.

Improvements at the farmgate have enabled many 
farmers to recover financially this season, even though 
milk production did not grow nationally. As discussed 
elsewhere in this report, the NDFS shows that 88% of 
farmers are anticipating making an operating profit 
in 2020/21; the highest result reported since tracking 
commenced in 2014. Whilst favourable weather, 
lower input costs and widespread profitability propelled 
a production response early in the season, growth rates 
came under pressure during the spring flush. Overall, 
national milk production is expected to be stable with 
a minimal change compared to the season prior. While 
a number of drivers have weighed on growth opportunities 
over the past year, several factors are aligning for the 
season ahead. As a result, we expect a stable to modest 
increase in Australia’s milk pool in 2021/22. 

For the past year, Mother Nature has played a vital role 
in turning fortunes around. The start of autumn saw 
a continuation of the wet weather experienced over much 
of the past 12 months. In March, heavy rain fell across 
most regions and caused severe flooding in parts of NSW. 
Whilst rain continued to fall in northern Queensland and 
coastal WA in April, the rest of the country experienced 
much drier conditions. This April proved to be the driest 
on record in NSW and SA. However, rain from earlier in 
the year has helped keep both soil moisture and water 
storage levels elevated. 

Despite the recent dry weather, an influx of rain throughout 
summer and the start of autumn has boosted water 
storages, and irrigation prices have continued to drop. 
Temporary irrigation water prices in northern Victoria 
and southern NSW are now trading below $100/ML. 
This is significantly lower than last year and well below 
long-term trends. 

Feed markets have also helped to improve the odds, 
as a close to a record grain and fodder harvest, combined 
with an abundance of pasture growth, have continued 
to suppress demand. The quality of hay on offer remains 
compromised, following a wet hay making period 
and damage caused by the ongoing mouse plague. 
Given the large amount of fodder in store, and China’s 
announcement to not renew the licences of 25 hay 
exporters, the upcoming harvest is expected to see 
more focus on grain production instead of fodder. 

NEW SEASON, GROWTH WITHIN REASON?

MILK PRODUCTION

Figure 6 YoY changes in milk production: actual vs. forecast band 2020/21
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Nevertheless, hay and grain prices remain at a significant 
discount compared to last year and, given stock on hand, 
demand is likely to be muted for some time. 

In response to lower costs, many farmers have chosen 
to increase supplementary feeding rates this autumn. 
This varies by region and farm; indeed, some farmers have 
favoured grazing as a cheaper feed source. Overall, this 
practice has help to boost per-cow yields and, as feed 
costs are expected to remain subdued, is likely to support 
milk flows heading into the 2021/22 season. 

Current input market dynamics are coinciding with 
relatively strong farmgate milk prices. A stagnant milk pool 
in conjunction with favourable dairy market conditions 
has further intensified competition between processors, 
evident by several step-up announcements in recent 
months. In addition, global dairy fundamentals remain 
supportive, and opening farmgate milk prices are higher 
in 2021/22 as processors again aim to secure milk supply.

Whilst many factors are converging to support milk 
production growth in 2021/22, there are still some 
opposing forces at play. Persistently high beef prices 
continue to hold back a national rebuild of the dairy herd, 
as some farmers destock to boost returns and repair 
balance sheets, and others see beef farming as a more 
attractive pursuit. Cull cow prices in April were pegged 
23% above the five-year average, with demand from 
domestic and international markets remaining strong. 
Early indicators are also suggesting the re-emergence 
of African Swine Fever in China. If these are borne out, 
increased protein demand from China is likely to keep 

beef prices elevated. Despite these price levels, more 
farmers have been working to expand their herds. This 
has seen culling slow, with data indicating a 23% drop 
in the past six months to April 2021 compared to the six 
months prior. Year-to-date culling rates are down 18%. 
Overall, Australia’s national dairy herd is expected to 
stabilise in 2021/22 as some farmer efforts to increase 
stocking rates work to offset continued culling by others. 

Labour shortages continue to pose significant issues for 
the industry, as international borders are set to remain 
closed for the foreseeable future. According to the NDFS, 
labour availability is seen as a challenge in the next six 
months for nearly half of farms with herds in excess of 500 
cows. These farms are also significantly more likely to be 
relying on workers on temporary visas, with 49% currently 
using this type of worker. Survey data also shows that 
close to seven in 10 of these farms are finding it difficult to 
recruit staff, and 42% would be looking to recruit overseas 
workers if this option was available. As employment 
options remain limited, some affected businesses are 
expected to continue diversifying away from dairy for 
the time being, impeding production prospects in 2021/22. 

Whilst ongoing culling, labour challenges and farm exits 
still temper expectations, many of the precursors of 
profitable growth finally seem to be coming together. 
Favourable weather, low input costs, increased feed and 
water availability and relatively strong milk prices, have 
improved operating conditions. As such, Dairy Australia’s 
initial forecast envisages a 0% to 2% increase in production 
for the 2021/22 season, which implies a 2021/22 full year 
range of between 8.80 and 8.97 billion litres.

SO WHAT?

Given growing global demand, international dairy 
markets continue to offer attractive returns and 
a useful hedge against over-reliance on the domestic 
market. Over the past few years, Australia’s national 
milk pool has remained largely stagnant, whilst our 
local consumption has grown to soak up a larger 
share of overall production. Profitable growth in 
the national milk pool is a welcome sign, providing 
the Australian industry with a chance to capitalise 
on any improvement in returns offered internationally, 
and maintain a balanced portfolio of markets.

Figure 7 Milk production
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DOMESTIC MARKET

At the moment, Australian consumers 
are feeling quite optimistic. With few 
restrictions in place for the majority 
of the last few months, life has started 
to return to a pre-pandemic normal. 

This has seen confidence soar, with the Westpac-
Melbourne Institute Index of Consumer Sentiment reaching 
an 11–year high in April. Households are feeling a lot more 
upbeat about their own finances and the overall economy, 
with this positivity sustaining domestic demand for dairy. 

A return to typical consumer spending habits has powered 
the recovery in foodservice spending. Over the three 
months to March, Australians spent slightly more in 
foodservice channels (0.8%) than the same period in 2019. 
Cafe and restaurant demand has started to improve, 
however, continues to track lower than before the 
pandemic. Takeaway and quick service restaurants (QSR) 
remain the catalysts for the recovery in overall foodservice 
sales. Generally, more dairy is utilised in these outlets – 
e.g. shredded cheese on pizzas – and thus consumers’ 
move to these shops is supporting dairy product demand. 

Whilst a return to more normal conditions has lifted spirits, 
some of the shopping trends adopted over the past 
year remain in vogue. In fact, consumers have grown 
increasingly mindful about their spending habits and 
are taking more care when choosing what products to 
buy. This has led to consumption changes and pivoted 
domestic demand for dairy. Dairy Australia’s consumer 
tracker shows trust and positivity towards dairy food 
and the industry has strengthened, with 75% consumers 
agreeing they trust the dairy industry and 85% agreeing 
they trust dairy as a healthy and wholesome food. 

From a dairy perspective, the impact of more conscious 
consumers has been an increased focus on branded 
products over private label variants. Everyday style cheese 
sales grew 3.7% in volume in the past year to 18 April, due 
to a surge in demand for branded packs, which was up 9%. 
In comparison, sales of private label everyday style cheese 
only grew 0.3%. A similar trend can be observed in the sales 
of most dairy products, as evident in the chart above. 
This is significant, as branded label products retail at 
a higher average price compared to private label options.

Figure 8  Dairy Australia Food Service Index  
(YoY turnover growth)
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Figure 9  Retail sales changes 
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Figure 10  Total milk, KPI volume growth drivers 
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This change has been apparent across almost all income 
levels, with only above average and high affluence 
households increasing their purchases of private label 
products. These groups bought more private label fresh milk 
and Greek-style yoghurt in the past year, while people in 
lower income brackets turned to branded products. This is 
a marked change to usual sales patterns, as low affluence 
households tend to be over-represented as buyers of 
private label products. Whilst this group on average 
usually chooses products based on price, in the past year 
they bought more branded (+5.7%) and less private label 
milk.1 This signals a potential change in what consumers 
favour when making shopping decisions leading to 
improved value creation opportunities for the industry.

Although consumers have been quick to revert back 
to many previous behaviours, some habits adopted last 
year have been harder to break. Consumers continue 
to shun spontaneous shopping and are instead favouring 
more planned trips. As such, they are buying more and 
larger pack sizes each time they shop, at the expense 
of smaller pack sizes and more frequent store visits. In the 
past 12 months, milk sales grew 0.6% in volume, with fresh 
milk outpacing in the overall category, up 1.6% in volume. 
An increase in units sold per shopping trip contributed 
to this, offsetting the drop in purchase frequency.2 
DA’s domestic sales data also shows that sales of three-litre 
milk bottles grew faster than smaller pack sizes, up 5.8% 
in the six months to February compared to the year prior.

Despite the many changes brought on by the pandemic, 
some things have stayed the same, with senior couples 
(aged 60 years and over) remaining the dairy industry’s 

most steadfast customers. Sales of all major dairy 
products – milk, cheese, yoghurt and yellow spreads – 
have grown in the past year, with this group responsible 
for much of this uplift. In fact, increased spending by this 
consumer group has helped to offset a drop in demand 
observed from other shoppers.3

Younger consumers (aged below 35 with no children) 
are instead under-represented when it comes to dairy 
purchases. These shoppers make up less than 4% of total 
fresh milk and butter sales, with demand growing at a 
much slower rate than for older consumers. This generation 
is also more likely to turn to alternative products, with 
58.7% of households buying non-dairy beverages in the 
past year, up 10.8% from the year prior. This is substantially 
higher than the share of senior couples who purchase 
these products (33.9%).4 While it is concerning that younger 
shoppers have turned more towards alternative drinks, 
they did increase their consumption of entertainment 
style cheese in the past year. More than two thirds of 
households in this consumer group bought these products, 
with many purchasing them more frequently as well.5 
This is a significant increase compared to last year 
and suggests a positive shift in consumption. 

The industry has so far managed to navigate its way 
through COVID-19 disruptions and remain reasonably 
unscathed. Recent improvement in consumer sentiment 
is expected to continue to support demand for dairy at 
home, as shoppers tend to spend more when they feel 
optimistic. An increased focus by conscious consumers on 
branded products also bodes well and is likely to support 
returns through the supply chain going forward. 

Figure 11  Milk sales change 
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SO WHAT?

Domestic dairy demand has remained strong 
throughout this pandemic, however, this does not 
mean everything is the same. Some consumer groups 
have decreased dairy consumption and many shop 
differently than before, forcing the supply chain to 
stay on its game to keep up with these changes. 
More conscious consumers present both challenges 
and opportunities, with the industry’s ability to grab 
the attention of shoppers remaining vital for ensuring 
strong demand in the future. 

1 NielsenIQ Homescan based on a continuous panel of 10,000 households; excludes non-private dwellings and businesses, non-
permanently occupied households and out-of-home/impulse purchasing. Dairy Australia calculation based in part on data reported by 
NielsenIQ through its Homescan Service for the dairy category for the 52-week period ending 18/04/2021, for the total Australian market, 
according to the NielsenIQ standard product hierarchy. © 2021, Nielsen Consumer LLC.

2, 3,4, 5 As above
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Stability of milk output remains a unifying 
feature of the world’s major dairy exporting 
regions. This comes despite the roller-coaster 
ride seen in dairy consumption channels 
over the past year, the serious market 
threats associated with COVID-19 and trade 
disputes, and occasional weather hiccups. 

This cocktail has done little to upset the aggregate year-
on-year growth rate of New Zealand, the European Union 
(plus UK), United States and Australia. Total output growth 
from these exporters has remained in the 1% to 2% range 
for 12 of the 15 months since January 2020. With Australia’s 
experience discussed elsewhere in this report, the following 
will consider the dynamics of our key competitors.

The common factors driving a measured expansion 
across Europe, the US and NZ have led to a sustained 
period of low-level growth in global milk supply, even 
where production has faced setbacks in individual 
regions. In contrast to many previous expansionary cycles, 
there has been less dominance by a major player with 
individually high growth rates across a production season 
(for example Europe in the immediate post-quota period). 

In large part, the explanation for this relative stability 
is simple. Globally, dairy commodity prices have been 
supported by a revolving door of supply chain adjustments, 

government support, staggered recoveries in key-demand 
regions, stock building and, increasingly, a post-COVID 
consumption boost. This has so far kept the darkest 
clouds away from the farmgate, unlike previous crises 
that culminated in a significant drop in farmgate pricing. 
Without the economic shock seen in previous crises, and 
in the absence of prolonged weather challenges, farmers 
across the globe have been banking the margins while 
they can. At the same time, the combination of prominent 
downside risk and on-farm constraints (such as labour 
shortages) have discouraged major expansion. 

For the past few months, markets have largely focused 
on the northern hemisphere as the spring peak builds and 
passes. European milk production (which, for this purpose, 
includes the 27-member EU plus the post-Brexit UK) was 
resilient through 2020 and finished the calendar year up 
around 1%. January and February (adjusted for last year’s 
extra day) posted small decreases for winter. March data 
suggests a return to growth ahead of the peak, which in 
turn was lower and later (May) than anticipated due to 
another cold spell. 

Interestingly, the EU’s growth has come despite successive 
declines in the size of the bloc’s collective dairy herd. 
The number of cows milked in 2020 was down 1% for the 
fifth year since the end of post-quota herd expansion. 
European Commission (EC) reporting shows Ireland’s 
herd continues to expand, but this is being outweighed 

GLOBAL SUPPLY

STEADY AS SHE GOES: MILK FLOWS GROW

Figure 12 Milk production year-on-year changes
NZUSEU-28 Australia
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by declines in major producers Germany and France. 
Low numbers of heifers suggest a continuation of the 
overall trend in 2021 but increased per cow production is 
again expected to drive higher overall milk output. The EC 
is forecasting 1% growth across the 2021 calendar year, 
improving on the 0.2% drop for the year to March. The 
strongest gains are expected in Ireland (to grow around 
4%), Poland, Italy and the Netherlands (1% to 2% each). 
This projection assumes good levels of high-quality home-
grown fodder to help offset the impact of rising purchased 
feed costs on margins, and fewer cows in most regions. 

In the UK, a very strong season start had caused worries 
about the ability of processing infrastructure to handle 
the impending peak. Local analysts with the Agriculture 
and Horticulture Development Board report that a cold 
snap followed by dry conditions in early April abruptly 
ended such concerns, squeezing pasture growth and, 
consequently, milk flows. Volumes are still tracking above 
2020 equivalents however, and around 1% growth is 
expected to be maintained on average for the year.

Across the Atlantic, the United States has notched up 
11 consecutive months of growth since the dramatic 
COVID-induced production cuts of May 2020. At the 
moment, this momentum looks set to continue, at least the 
short term. In April 2021, production was up a surprisingly 
strong 3.3% compared to a year prior, with solid growth 
in major producing states of the west (California up 4.1%), 
the south (Texas up 7.7%) and Midwest (Wisconsin up 4.6%).

Local sources are reporting worsening drought conditions 
in California, the largest US milk-producing state. High 
spring temperatures and dry soils in catchments have 
reduced the expected volume of water runoff from major 
mountain snowpacks. This has led to corresponding cuts 
to water reservoir inflows and surface water availability 
for irrigation. Unlike the severe drought of the 2011 to 2017 
period, the current situation has yet to materially impact 
milk flows. However, it has impeded fodder production, 
as farmers conserve irrigation water for highest-value 
crops or permanent plantings.

In contrast to the EU, US cow numbers have grown (up 
1% year on year), and the U.S. Department of Agriculture 
(USDA) data suggests the current herd of 9.49 million head 
is the highest in well over a decade. Just like in Europe, 
per-cow production has also increased, as have feed 
costs in recent months. For the March quarter, the USDA’s 

calculated Margin above Feed Costs averaged US$6.60/
cwt, 34% below the comparable quarter last year. 
This came despite the All Milk Price averaging a relatively 
modest 8% decrease over the same period. Tighter 
margins are likely to crimp expansion plans but show 
little sign of outweighing the impact of the huge number 
of cows on hand. The USDA’s current forecast suggests 
only slight moderation of milk production growth in 2021, 
from the current 2.5% to around 2%.

Closer to home, New Zealand farmers continue to defy 
expectations of production limitations brought on by 
tighter regulations and increasing costs. As the southern 
hemisphere production season approached its end 
of May close, pasture growth remained well above 
average across the North Island. Whilst local analysts 
with New Zealand’s Exchange (NZX) have reported more 
challenging conditions in parts of the South Island, 
the net national outcome has been significant increase 
in milk flows. Latest Dairy Companies Association of 
New Zealand (DCANZ) aggregated data reveals more 
than 11% growth in volume terms for April, with sources 
suggesting the month since has also been strong. NZX 
is projecting almost 1% growth for the full season; which 
is seemingly conservative as year-to-date growth is 
above 2% with one month remaining. In any case, NZ dairy 
farmers appear to be in the box seat. A strong export-
driven milk price is set to be repeated in the coming 
season, prompting renewed confidence – though likely 
only incremental expansion plans. 

SO WHAT?

At a time where dairy markets have been comfortably 
able to consume this growth, the stability can 
only be good for pricing. However, while downside 
predictions have so far proved non-events, a long 
period of relatively comfortable margins and 
measured growth may cause a bumpy ride when 
the cycle eventually turns. In that event, unless market 
signals to reduce production are clear, retained 
earnings and robust farm businesses will cushion 
the impacts of tightening margins – and production 
could be slow to respond. However, for now, the 
margins and the milk continue to flow.
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When diagnosing the cause of increased 
dairy consumption over the last few 
decades, tests would confirm the growing 
global middle-class as a main contributor. 

Years of rising incomes saw many lifted out of poverty, 
with the expectation this trend would continue for some 
time. Over the last 20 years, this socio-economic shift 
has provided the backbone for continuously increasing 
demand for dairy – and the current pandemic may have 
fractured it. COVID-19 has thrown the world into one of 
the largest economic recessions in history, pushing people 
back into poverty after years of progress. According to the 
Pew Research Centre, an estimated 150 million people fell 
down the socio-economic ladder during 2020. Reportedly 
most of this decline has occurred in developing countries, 
where many in the middle class sit on the cusp of poverty. 
A year into this pandemic, global demand for dairy has 
so far remained strong and resilient. Longer term however, 
the question remains: What impact will the contracting 
middle class have on the future of dairy demand?

With an elevation into the middle class comes higher 
rates of disposable income and newfound purchasing 
power. Appetites for upmarket food grows with a rise in 
income. With an increased proportion of the population 
in this income bracket pre-COVID, consumption of dairy 
has steadily grown and increased exports to some 
major markets, particularly in Asia. China is home to 
approximately one-third of the world’s middle class, 

and the country’s quick recovery from the initial COVID-19 
outbreak saw this portion of the population relatively 
untouched. This speedy bounce-back saw exports from 
the six largest exporters to Greater China surge 24% over 
the 12 months to March. A vast majority of these exports 
were sent to China (97%), largely underwriting the current 
strength in global dairy demand. Over the same period, 
imports of whole milk powder and skim milk powder 
(SMP) increased substantially – 10% and 15% respectively. 
After grappling with the impact of the recent African 
Swine Fever outbreak, this year China has been rebuilding 
its pig herd; as a common feed additive, whey powder 
imports have surged 69% over the 12 months to March. 
Increased domestic consumption, close to record local 
milk prices and an appreciating Yuan have also continued 
to underpin Chinese demand for dairy. 

With a spotlight on the importance of remaining 
healthy, the pandemic has heightened focus on health 
maintenance and immunity improvement, particularly 
through food. A steadily growing health-conscious view 
in Japan has supported dairy consumption, as consumers 
look for foods which are not only nutritious, but also 
functional. Disruptions caused by COVID-19 closing 
schools and limiting tourist activity saw a decrease in the 
demand for dairy in Japan. Difficulty selling fresh dairy 
products placed pressure on local producers to switch 
focus towards powders, consequently creating a stockpile 
of SMP and butter. As a result, the Japanese government 
has implemented initiatives for local manufacturers to 
encourage them to use dairy from the domestic stockpile. 

CAN A COVID-BATTERED MIDDLE-CLASS CONTINUE TO SUPPORT DEMAND GROWTH?

GLOBAL DEMAND

Figure 13 Exports to key markets
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This has disincentivised the use of imports and, as a result, 
exports to Japan over the 12 months to March decreased 
by 1.1%, with exported volumes of SMP in March sitting 81% 
below average levels. Recent reports suggest Japan’s 
domestic stockpile has started to shrink which, if realised, 
could see import interest pick up again. 

At the current rate, global demand appears to be 
climbing faster than supply, causing commodity prices 
to surge. Market participants have continued to stock 
up, in part due to the ongoing challenge related to the 
global shipping container shortages and supply chain 
bottlenecks. This has seen prices rise higher, with all major 
dairy commodities now trading above last year’s levels. 
However, these surging prices are proving to be out of 
reach for some, particularly those bearing the brunt of 
a weakened economy. The changing global economic 
landscape has caused many price-sensitive markets to 
suffer the biggest blows; with commodity prices elevated, 
the affordability of dairy products for these countries 
have contracted. In the 12 months to March, exports to 
Sub-Saharan Africa and Mexico fell by 6.8% and 15.3% 
respectively. These weakened economies have decreased 
importing capacities, with concerns a delayed eradication 
of the virus may exacerbate their current position and 
potentially impede dairy demand going forward.

A prolonged global COVID-19 crisis has the potential 
to increase the severity of the middle class decline and 
cause longer-term impacts. The IMF forecasts the global 
economy will strengthen by 6% over 2021. This is a revised 
forecast prompted by the implementation of fiscal 
support programs in some countries. However, the ability 
for this outlook to come to fruition is hinging on many 
factors. The persistence of new COVID-19 variants 
arising in countries such as India and Turkey, the threat 
of further lockdowns limiting movement, and the success 
of vaccination rollouts across the world will ultimately 
impact the speed of recovery.

With past growth in demand for dairy products riding 
on the back of a growing middle class, the global dairy 
landscape could see a transformation over coming years 
as vulnerabilities in this cohort become acute. The most 
severe COVID-driven impacts to middle class consumers 
have so far been isolated to lower income countries where, 
typically speaking, purchasing behaviours have shifted 
towards cheaper, necessity-based foods. The global 
impact has been moderated by the fact that China 
is home to a large portion of the world’s middle class; 
the country’s recovery from the pandemic has managed 
to prevent a large-scale decline in household purchasing 
power. This may help the dairy industry avoid the worst of 
the potential shock of a major consumer base retreating 
away from the products they had embraced in better 
times. Thus, a swelling of lower income brackets with newly 
cash-conscious consumers in developing markets will likely 
have undesirable, but not life threatening, side effects for 
dairy exports in a post-pandemic world. 

SO WHAT?

Against the backdrop of relatively stable global milk 
supply growth and a pandemic, overall dairy demand 
has managed to remain strong. Commodity prices 
have surged, at a time when a global recession 
has weakened the economies of many developing 
countries. The economic consequences of the 
pandemic have resulted in a retraction of the global 
middle class – a prominent factor in past dairy 
demand growth – which may have implications 
for demand further down the line.

Figure 14 Key dairy commodity price indicators
May 2020 May 2021
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FREE TRADE AGREEMENT WITH THE UNITED KINGDOM

The Australian Dairy industry welcomes 
the announcement of an ‘Agreement 
in Principle’ for a Free Trade Agreement 
with the United Kingdom. 

While the final details of the deal are yet to be confirmed, 
it appears that market access outcomes for Australian 
dairy into the UK will include the eventual removal of 
all tariffs. The deal will also establish interim quotas for 
dairy products, such as cheese, to facilitate immediate 
commercial opportunities.

The UK is a large importer as well as exporter of dairy 
products. According to UK customs data, they imported 
over 1.3 million tonnes of dairy products in 2019, making the 
UK the second largest importer of dairy in the world. More 
than 99% of their dairy imports are currently supplied by 
European Union member countries. Prior to 1973 when the 
UK entered the European Union, the UK was the Australian 
dairy industry’s largest export market with around 55,000 
tonnes of dairy being shipped there each year. 

Since then, Australian origin dairy has been severely 
disadvantaged due to being subjected to high tariffs 
across all products entering the UK market – when 
compared with European dairy products entering the 
UK at zero tariff. Australian dairy exports entering the UK 
have been almost negligible in recent years.

While the Australian dairy industry has no expectations 
of a return to levels of trade seen prior to the UK 
entering the European Union, what is envisioned are 
the emergence of high-value, niche opportunities, 
leveraging our counter seasonal supply to the northern 
hemisphere. The Australian dairy industry’s focus will now 
be on arrangements at the border for Australian dairy 
products entering the UK. This will be an important area 
for clarification as new opportunities emerge for dairy 
exports under the final FTA agreement.
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MARKET DASHBOARD

Inputs

Hay and grain

Australian dairy regions % %

1 South-west WA $300 ↓ -13 $328 ↓ -5

2 Central districts SA $205 ↓ -4 $315 ↓ -4

3 South-east SA $205 ↓ -28 $320 ↓ -8

4 South-west Victoria $190 ↓ -27 $310 ↓ -11

5 Goulburn/Murray Valley $205 ← 0 $300 ↓ -18

6 Gippsland* $110 ↓ -48 $330 ↓ -8

7 North-west Tasmania $218 ↓ -28 $420 ↓ -10

8 Bega Valley $320 ↓ -15 $303 ↓ -30

9 Central west NSW $205 ↓ -46 $260 ↓ -28

10 North coast NSW $250 ↓ -41 $275 ↓ -35

11 Darling Downs $310 ↓ -21 $320 ↓ -27

12 Atherton Tablelands* $315 ↓ -24 $343 ↓ -23

Shedded cereal hay: mid-range product without weather 
damage, of good quality and colour

The relevant stockfeed wheat available in a region 
(ASW, AGP, SFW1 or FED1)

Prices are estimates in $/tonne at May 2021. Compared to equivalent 
date May 2020. 
*Note that all regions other than Atherton Tablelands and Gippsland 
is cereal hay. Atherton Tablelands and Gippsland is pasture hay.
Source: Australian Fodder Industry Association, Profarmer

Fertiliser

Urea  
(granular Black Sea)

DAP  
(US Gulf)

MOP  
(granular Vancouver)

332 US$/t 575 US$/t 203 US$/t
↑ +64% LY ↑ +118% LY ↓ -6% LY
↑ +40% 5Y ↑ +56% 5Y ↓ -8% 5Y

Price is May 2021 average, compared to the 20120 May average (LY) 
and 5–year (5Y) May average. Source: World Bank

Cows

Cull cows

561 ¢/kg 63,558 head
↑ +58% 2019 ↓ -18% LY
↑ +26% 5Y ↓ -17% 5Y

Dairy cattle exports ↓ -26% LY
79,489 head ↑ +5% 5Y

Price is May 2021 average, compared to May 2019 and 5–year (5Y) 
average. May 2021 price is compared to May 2019, due to data sourcing 
issues related to COVID-19 during May 2020. Number of head is last 
12–months (cull cows to May 2021, dairy cattle exports to March 2021) 
compared to year earlier (LY) and 5–year (5Y) average. Source: NLRS, ABS

Water

Northern Victoria Murray Irrigation System

95 $/ML 96 $/ML
↓ -64% LY ↓ -55% LY
↓ -64% 5Y ↓ -43% 5Y

174 $/ML MA 127 $/ML MA

2,292,843 ML 117,740 ML
↑ +6% LY ↑ +247% LY
↑ +8% 5Y ↓ -10% 5Y

191,070 MA 9,811 MA

Price of water traded is May 2021 average compared to May last year (LY) 
and 5–year (5Y) average. Volume of water is 12 month total, to May 2021, 
and compared to same period last year (LY) and last 5–year (5Y) average. 
Monthly average (MA) is the average price and volume over the past 
12–months to May. Northern Victoria prices are averaged from three key 
trade zones, details can be found in the monthly Production Inputs Monitor 
report: dairyaustralia.com.au/industry-statistics/industry-reports.  
Source: Victorian Water Register, Murray Irrigation Ltd

Commodity prices
Figure A1 Key dairy commodity price indicators
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Figure A2  Dairy fat and protein – pricing relative 
to substitutes

10
/2

0

0
3/

21

0
4/

18

0
2/

19

0
9/

18

07
/1

9

0
5/

20

12
/1

9

U
S$

2

3

4

5

6

7

8

Butter premium $/kg fat Milk protein premium $/kg protein 

Source: Dairy Australia, Oil World

20



Australian market
Figure A3 Australian supermarket sales*

Take home 
volume

YoY 
growth

Take home 
value $m

YoY 
growth

Milk
As of 18/04/21 1,510m. L ↑ 0.6% 2,635 ↑ 5.3%

Cheese
As of 26/12/20 169kt ↑ 10.3% 2,434 ↑ 17.5%

Yellow 
spreads
As of 18/04/21

93kt ↑ 0.6% 835 ↑ 3.8%

Yoghurts
As of 26/12/20 174kt ↑ 4.6% 1,174 ↑ 5.9%

Figure A4 Retail sales – share of total milk sales**
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For ongoing information 
and updates on farm inputs, 
readers can subscribe to Dairy 
Australia’s weekly Hay and Grain 
Reports dairyaustralia.com.au/
hayandgrain, or the monthly 
Production Inputs Monitor, 
both found on the Dairy Australia 
website dairyaustralia.com.au/
industry-statistics/industry-
reports

Global supply and demand
Figure A5 Exports to key markets
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Figure A6 Milk production year-on-year changes
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The charts and insights presented in this report are a combination of Dairy Australia’s unique industry data collection and externally sourced information.
*Based on a continuous panel of 10,000 households; excludes non-private dwellings and businesses, non-permanently occupied households and out-
of-home/impulse purchasing. Dairy Australia calculation based in part on data reported by Nielsen through its Homescan Service for the dairy category 
for the 52–week period ending 18/04/2021 and 26/12/2020, for the total Australian market, according to the Nielsen standard product hierarchy. © 2021, 
The Nielsen Company.
**Based on a continuous panel of 10,000 households; excludes non-private dwellings and businesses, non-permanently occupied households and 
out-of-home/impulse purchasing. Dairy Australia calculation based in part on data reported by Nielsen through its Homescan Service for the dairy 
category for the 52–week period ending 18/04/2021, for the total Australian market, according to the Nielsen standard product hierarchy. © 2021, 
The Nielsen Company.
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Regional NDFS results at a glance 

Dairy NSW

Farmers in the region are significantly more positive about 
the industry and their own businesses in 2021 than they 
were a year ago. This has lifted as concerns about feed 
costs and availability have diminished.

In the past two financial years, less than half of all Dairy NSW 
respondents were profitable, but in 2020/21 a significantly 
greater proportion (80%) anticipate making an operating 
profit. This is contributing to a high 28% of respondents 
being in an expansion phase this year.

By 2023/24, production is anticipated to be greater on more 
than half (56%) of Dairy NSW respondent’s farms. 
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Regional NDFS results at a glance 

DairySA

Respondents are the most positive of all about the future 
of the industry and one of the most confident about 
their own businesses. Furthermore, improved seasonal 
conditions have resulted in a significantly greater 
proportion of DairySA farms making an operating profit 
in 2019/20 (85%), up from 67% in 2018/19 and more than 93% 
expect to be profitable in 2020/21

Around a third of farms increased their herd numbers 
in the past year but over the next 3 years, herd sizes 
are likely to remain static on two thirds of farms.
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Profitability and investment

85% Made profit 2019/20 98% Invested on farm 2019–21

93% Expect profit 2020/21 90% Intend to invest 2021–23

63% Profit higher than 5–year average 39% Invest in machinery

29% Profit about same 24% Invest in dairy plant

7% Profit lower than 5–year average 24% Invest in irrigation plant
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Regional NDFS results at a glance 

DairyTas

Over the past year, favourable farmgate milk prices, 
weather and product demand, combined with fewer 
input cost and feed concerns have meant confidence 
in the industry’s future has continued to grow. This has 
also resulted in almost all respondents (96%) making an 
operating profit in 2019/20 and a similar proportion expect 
to do so this financial year. Notably, 69% of respondents 
expect operating profits this year will be higher than the 
5–year average.

Consistent with previous years, there are a higher 
proportion of respondents in an expansion phase (32%) 
and farmers in this regions were the most likely nationally to 
increase herd numbers this year (40%). A similar proportion 
anticipate numbers will be greater by 2023/24 resulting 
in 56% anticipating higher production levels in this period.

Sentiment
Industry sentiment per cent

Very
positive

Fairly
positive

Neutral/
can't say

Fairly
negative

Very
negative

22

2

20

52

4
9

1

16

64

9

23

7

22

45

3

20212019 2020

Sentiment trend percentage positive

Year

48

34

 National DairyTas

’19 ’21’20’18’09 ’10 ’11 ’12 ’13 ’14 ’15 ’16 ’17’06 ’07 ’08’04 ’05

64

73

Profitability and investment

96% Made profit 2019/20 96% Invested on farm 2019–21

95% Expect profit 2020/21 89% Intend to invest 2021–23

69% Profit higher than 5–year average 47% Invest in irrigation plant

24% Profit about same 23% Invest in dairy plant

7% Profit lower than 5–year average 15% Invest in machinery
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Regional NDFS results at a glance 

GippsDairy

Respondents are significantly more positive about the 
industry’s future and a high 85% are positive about their own 
business. Farmgate prices and favourable seasons are key 
drivers of this increase plus notably lower concerns with input 
costs over the past few years. 

Last financial year, profitability was significantly more 
widespread than in 2018/19 (87%, up from 66%). In 2020/21, 
the vast majority (89%) expect to make an operating profit. 
This has helped to support more farmers investing in their 
business and higher levels of on-farm capital investment.

In the next 6 months, climate and farmgate prices are 
the most commonly expected challenges and issues with 
labour accessibility is expected to be more common than 
in previous years. 
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Regional NDFS results at a glance 

Murray Dairy

Farmers are significantly more positive about the industry 
and their own business in 2021. This is largely due to 
favourable seasonal conditions and farmgate milk prices, 
combined with improved irrigation prices and availability.

As a result, profitability in 2019/20 was considerably more 
widespread than in 2018/19 and the vast majority (89%) of 
respondents expect to make an operating profit in 2020/21. 

This has enabled more farmers to be in an expansion phase 
this year with 38% of farmers increasing their herd size. 
In contrast, 7% expect to exit the industry in the next 2 years.

Sentiment
Industry sentiment per cent

Very
positive

Fairly
positive

Neutral/
can't say

Fairly
negative

Very
negative

1917

57

7

41

6

26

3

26

11
17

43

4

23

20212019 2020

Sentiment trend percentage positive

Year

24

34

64

 National Murray Dairy

’19 ’21’20’18’09 ’10 ’11 ’12 ’13 ’14 ’15 ’16 ’17’06 ’07 ’08’04 ’05

Profitability and investment

77% Made profit 2019/20 91% Invested on farm 2019–21

89% Expect profit 2020/21 86% Intend to invest 2021–23

65% Profit higher than 5–year average 31% Invest in machinery

23% Profit about same 27% Invest in irrigation plant

11% Profit lower than 5–year average 20% Invest in dairy plant

Next 6-months’ challenges per cent 

Irrigation

6060

71

45

29

69
4

16
11

2726

88
77

47 48

34

20212019 2020

LabourMilk priceFeed ClimateInput costs

Current herd size and production
Herd size per cent

< 150 150–300 301–500 501–700 > 700

13 108 71113

51

19 19

69
15

48 48

23

2020/212018/19 2019/20

Herd production per cent

Litres (million)
< 1m 1.1–2m 2.1–3m 3.1–4m > 4m

13 1312811

48

19
109

17 17

36
3127 27

2020/212018/19 2019/20

Forecast herd size and production

National Murray Dairy

Increase
expected

No change
expected

Decrease
expected

Won't be
in business

Unsure

32

56

1 4

37
46

1
7 10

5

Anticipated change in herd size 2023/24 vs. 2020/21 per cent

National Murray Dairy

Increase
expected

No change
expected

Decrease
expected

Unsure Won't be
in business

49
39

6 2 4

53

28

10
2

7

Anticipated change in production 2023/24 vs. 2020/21 per cent

Regional profile
Enterprise phase per cent

191821
12 11

3133

1313
2326

16 16

4

43

Expansion Steady
where want

to be

Steady
unable to
expand

Winding
down

Temp hold/
contracting

20212019 2020

The ‘average’ Murray Dairy farmer

10% Changed milk  
factory supplied

7% May exit industry  
next 2 years

15% Intend/desire to 
change milk factory

1.7t Average grain fed  
per cow per year

77% Positive towards  
own business future

26



Regional NDFS results at a glance 

Subtropical Dairy

Despite an upward trend in farmer confidence in the 
industry in 2021, farmers in this region remain the least 
positive about the industry and about their businesses. 

Profitability is also lower in this region with only half 
of respondents profitable last financial year and 66% 
expecting to be profitable in 2020/21. While 41% are 
anticipating higher profits, 26% are expecting a drop 
in profitability.

This is no doubt contributing to the higher than average 
proportion of respondents being in a ‘winding down’ 
phase (12%) in this region with 11% expecting to exit the 
industry in the next 2 years.
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Regional NDFS results at a glance 

Western Dairy

For the first time since 2016, confidence towards the 
industry’s future has improved among Western Dairy 
respondents and significantly more farmers are positive 
about their own businesses.

Aside from favourable conditions, this has possibly been 
helped by significantly more widespread profitability 
in 2019/20 and a high 93% anticipating an operating 
profit this financial year.

Over the next 6 months, feed and input costs are expected 
to be a concern for significantly fewer respondents than 
in previous years but issues with climate and labour 
accessibility are expected to be an issue for more 
than 4 in 10 respondents.
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83% Made profit 2019/20 90% Invested on farm 2019–21

93% Expect profit 2020/21 90% Intend to invest 2021–23

53% Profit higher than 5–year average 53% Invest in machinery

30% Profit about same 37% Invest in dairy plant

17% Profit lower than 5–year average 17% Invest in land
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The ‘average’ Western Dairy farmer

17% Changed milk  
factory supplied

0% May exit industry  
next 2 years

20% Intend/desire to 
change milk factory

2.1t Average grain fed  
per cow per year

77% Positive towards  
own business future
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Regional NDFS results at a glance 

WestVic Dairy

Similar to other Victorian results, confidence in the 
industry’s future has increased significantly over the past 
12 months but one quarter of respondents remain negative. 
They are however considerably more confident in their 
own business thanks to favourable seasonal conditions, 
milk prices and ongoing demand. 

An increasing proportion of respondents have recorded 
an operating profit over the past 3 years and a high 93% 
are expecting to be profitable this financial year.

Consistent with 2020 results, 56% of respondents’ herd 
sizes remained static over the past year and a similar 
proportion expect this will continue over the next 3 years.
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 National WestVic Dairy
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Profitability and investment

92% Made profit 2019/20 92% Invested on farm 2019–21

93% Expect profit 2020/21 84% Intend to invest 2021–23

67% Profit higher than 5–year average 28% Invest in machinery

22% Profit about same 20% Invest in dairy plant

7% Profit lower than 5–year average 16% Invest in land

Next 6-months’ challenges per cent 
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Current herd size and production
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The ‘average’ WestVic Dairy farmer

12% Changed milk  
factory supplied

7% May exit industry  
next 2 years

15% Intend/desire to 
change milk factory

1.6t Average grain fed  
per cow per year

79% Positive towards  
own business future



Dairy Australia Limited ABN 60 105 227 987

Level 3, HWT Tower
40 City Road, Southbank Vic 3006 Australia
T +61 3 9694 3777 F +61 3 9694 3733
E enquiries@dairyaustralia.com.au
dairyaustralia.com.au

29
58

.1 
| J

ul
 2

0
21


	Market dashboard
	Regional NDFS results at a glance 
	Executive summary
	National Dairy Farmer Survey
	Regional overview February 2021
	Dairy Matters – Support Aussie Dairy campaign 
	Milk production
	Domestic market
	Global supply
	Global demand
	Free trade agreement with the United Kingdom
	Appendix
	Market dashboard
	Regional NDFS results at a glance 

