DAIBXF INGREDIENTS

WEEKLY DAIRY MARKET UPDATE WEEK 23-2019

Market activity has remained subdued with lower prices across the board based on improved milk production since Q1 or, as in NZ, less worse contractions than
forecast along with strongly disappointing exports in both the USA and EU that again are causing higher stock levels and all this amidst a global market landscape
that is increasingly affected by the USA president whose main policy seems to be starting trade wars. Just days after the New Nafta (USMCA) agreement had
come closer to ratification by Mexico and Canada President Trump announced to implement tariffs on goods from Mexico that would be successively increased
until the Mexican government has shown to stop migration. Meanwhile, Trump had found the time to also take on India by pulling the plug out of the preferential
trade India had with the USA under the GSP agreement that dates back from the seventies. Meanwhile, the situation with China doesn’t seem to come closer to a
solution. In the background, there are still threats from Trump to take on the EU. From the top 10 of exporting countries to the USA, there is a concrete, or
lingering trade feud with 8.

Brexit, there is little news to report on this topic as the Tories are in search for a new leader after PM May resigned and the country is fully focused on Trump’s
visit to the UK this week. In the short time that the president of the US has been there he has found the time to call the mayor of London a ‘stone cold loser’ and
a ‘shorty’, tell PM May she did not handle the negotiations with the EU very well, recommend Johnson would be a good successor and that a no deal Brexit
would not be a problem as a ‘phenomenal trade deal’ with the US would be on the horizon.

New Zealand weather. Slowly, the situation is turning back to normal with vast improvements vs last week and only in the North Island a slower recovery.
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Official Dutch Quotations

OFFICIAL DUTCH QUOTATIONS

A QUIET MARKET WITH QUOTATIONS UP FOR SMP BUT DOWN
FOR BUTTER WHILE THE REST REMAINED UNCHANGED.

THE QUOTATION FOR SMP SEEMS STRANGE AS CLEARLY

MUCH LOWER PRICES ARE TRADED ON THE MARKET.

5th June 2019 This week € in$ Lastweek€ in$ Ain€ Ain$ price development since 1/7/2018
Butter 3,890 4,382 3,990 4,451 -100
Whole Milk Powder 2,950 3,323 2,950 3,291 0
Skimmed Milk Powder food 2,120 2,388 2,090 2,332 30
Skimmed Milk Powder Feed 1,920 2,163 1,920 2,142 [
Sweet Whey Powder Feed 720 811 720 803 []
Recombined WMP(Smp/Butter) 2,785 3,137 2,794 3,117 0
€-Us$ 1.1264 11156
Greenmark Indices milk/100 kgs

This week € in$ Last week € in$ Ain€
[TMV Butter/SMP 33.83 38.10 34.07 38.01 -0.24
TMV Cas/Wpc35/Butter 34.97 39.39 35.22 39.29 -0.24
TMV Gouda/Whey 38.72 43.62 39.05 43.56 -0.32
[TMV WMP 40.02 45.08 40.04 44.67 -0.02
[TMV Weighted all products 37.78 42.56 38.07 42.47 -0.28

ON DAO THERE WAS A TRADE YESTERDAY FOR UK ORIGIN
ARLA FRESH MATERIAL AT € 1,970/MT.

REALISTIC WEST EUROPEAN PRICES SEEM TO BE JUST ABOVE
€2,000/MT WHILE EAST EUROPEAN CAN BE BOUGHT BELOW
THAT.

TMV = Theoretical Milk Value of different product mixes, including production costs based on current spot prices.

EU/Milk production
. . " . %
Milk Production April '19 vs April '18 WITH 42% OF MEMBER STATES COUNTED, APRIL PRODUCTION IN THE EU HAS RECORDED AN INCREASE OF 1.43% OR +
. 198 MILLION KGS.
Member state weighted
AGAIN, IRELAND HAS RECORDED RECORD BREAKING MILK PRODUCTION WITH +15% IN APRIL.
Belgium 0.95% 0.02%
Bulgaria -1.99% -0.01% IRELAND IS AN ODD CASE. IN JANUARY 2018 TAOISEACH (PREMIER) LEO VARADKAR ADMITTED TO THE EUROPEAN
Denmark PARLIAMENT: IRELAND’S PERFORMANCE ON CLIMATE CHANGE IS ABYSMAL. “AS FAR AS | AM CONCERNED,” HE SAID,
Germany “WE ARE A LAGGARD.” A BIG PLAYER IN THIS STORY IS AGRICULTURE. AS THE TAOISEACH SAID, A “HUGE AMOUNT” OF
R EMISSIONS — JUST OVER A THIRD — COMES FROM FARMING.
Estonia 5.70% 0.03% OUR EMISSIONS — JUST O COMES FROI G
Ireland 15.00% 0.92% SINCE VARADKAR’S WORDS, IRELAND PRODUCED AN INCREMENTAL 6% OR 550 MILLION KGS OF MILK.
Greece
Spain YOY Change in Milk production Ireland since January 2018
France 30.00%
Croatia I
al 25.00%

aly

Cyprus 20,16% .
2000
Latvia -0.66% 0.00%

: _ 1502%
Lithuania 0.71% 0.01% 15.00% i
Luxembourg 0.89% 0.00% pp—

Hungary 0.18% 0.00% l000% [ BEIX s.20%
Malta 4.74% 0.00% P
Netherlands -1.66% -0.14% o =
A S‘t . 1.06% 0.74%
ustria
nooss
Poland 2.78% 0.20% o e b I [ T -
Portugal -s00% e
Romania =
Slovenia -3.19% -0.01% 1000
Slovakia -2.53% -0.01%
Finland -0.31% 0.00% FOR THE LAST PERIOD OF THE CURRENT GOVERNMENT UNTIL ELECTIONS, WHICH ARE EXPECTED IN THE AUTUMN, THERE
sweden IS NO REASON TO EXPECT ANYTHING IN RESPECT OF POLICY TO TURN THE TIDE. AFTER THE NEW ELECTIONS, WITH A

W
United Kinad 436% 0.42% LIKELY VERY DIFFERENT COALITION, THERE IS AN EXPECTATION THAT WHAT HAS BEEN DULY NOTED A YEAR AND A HALF

nited Kingdom 2R - AGO BY PREMIER VARADKAR, WILL BE ADDRESSED.
Total EU 41 % counted > 1.42%
in kgs milk 195,940,600

** The column "weighted" represents the change by country as a %of total EU production
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https://www.irishtimes.com/topics/topics-7.1213540?article=true&tag_person=Leo+Varadkar
https://www.irishtimes.com/topics/topics-7.1213540?article=true&tag_organisation=European+Parliament
https://www.irishtimes.com/topics/topics-7.1213540?article=true&tag_organisation=European+Parliament

EU change in milk output rolling 12 months through March 2019
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api may june july aug sep o nov ec jan ol mard Yy
. change production volume 136.18 23139 144.08 102.73 20.66 -10.25 -1833 98.05 -8517 -103.43 652 203.46 519.79
e %, change 0.99% 1.61% 1.07% 0.76% 0.16% -0.08% -0.14% -0.80% -0.75% -0.79% 0.05% 1.48% 0.33%
S , . .- .
In the 12 months from April '18 — March '19, the EU produced an incremental 519 million kgs of milk or + 0.33%
EU/EEX SMP Futures
For improved readability of the graphics, we have changed the reporting period to 6 weeks:
EEX SMP Futures 6 week development
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Since bottoming out in mid-March, SMP prices had been firming slowly and started to accelerate from the end of April. Since the highs reached on10th May, prices have slightly eroded
with more downside expected as futures are out of sync with current quotations and the general market tendency.

EU/ EEX Butter futures
EEX Butter futures 6 week development
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— Gdt event 7000 7000 7000 7000
| — U0 4325 4324 a3a3 4383 4396 4350 4350 4359 4325 4328 4326 4330 4305 am 4267 axrra 4189 4150 4135 4150 4150 4132 4123 aor9 4025 ams3 3985 4050 A050 3975 3925
— Uy 4450 aa72 aar3 4494 aa9a 4436 4436 4437 4473 aa63 4405 LE ¥ 4353 a3z7 4309 4296 4200 4185 4175 4175 4175 a194 4150 ao7s 4000 a0s0 4038 | 4050 4125 4001 4011
e AUE 4470 | 4489 | 4510 | 4477 | 4455 | 4439 | 4439 | 4450 | 4476 | 4452 | 4414 | 4393 | 4365 | 4343 | 4314 | 4299 | 4222 | 4185 | 4200 | 4200 | 4200 | 4175 | 4125 | 4100 | 4100 | 4000 | 3992 | 3991 | 3991 | 3996 | 4013
s Dutch Quotation 4140 | 4140 | 4140 | 4140 | 4140 | 4140 | 4140 | 4140 | 4140 | 4140 | 4140 | 4140 | 4140 | 4140 | 4140 | 4140 | 4110 | 4110 | 4110 | 4110 | 4040 | 4040 | 4040 | 4040 | 4040 | 4040 | 3990 | 3990 | 3990 | 3990 | 3990

average GOT Butter| 4,926 | 4,926 | 4,926 | 4,926 | 4,926 | 4,926 | 4,926 | 4,926 | 4,926 | 4,926 | 4,926 | 4,898 | 4,808 | 4,898 | 4,808 | 4,398 | 4,898 | 4,808 | 4,898 | 4,898 | 4,746 | 4,746 | 4,746 | 4,746 | 4,746 | 4,746 | 4,746 | 4,746 | 4,746 | 4,746 | 4279

From the start of the year, we have seen sliding prices for Butter futures until 5t March from where we saw a spike that lasted until 19t March. Since then the trajectory has been down
to steady while trading in a narrow range, despite GDT Butter prices soaring which would be expected to lead to greater export potential from EU and therefore a tightening market. EU

futures have been severely underpriced vs GDT since the 2" Half of March. For the moment the descend has not stopped and given current EEX activity and the steep decline on GDT
yesterday, there is a further downside risk.
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Europe, Non-EU/ Prices

Belarus Belarus
average Export prices in $/t
week ending 29/05/2019 previous week week ending 29/05/2019 previousweek| week ending 29/05/2019 previous week
SmMpP $2,845 T 2.94% $2,764 $2,050 -> $2,050 $2,050 ™ 5.13%| $1,950
WMP $4,075 M 2.09% $3,992 $3,000 N2 -4.00%| $3,125 $3,050 > $3,050
Butter 82,5% $5,921 M 4.22% $5,681 $4,800 T 3.23%| $4,650
Butter 72,5% $5,460 I 3.06% $5,297 $3,950 N2 -2.47%| $4,050 $4,450 0 2.30%| $4,350
Cheese 50% $4,150 NA -1.19%| $4,200 $4,250 T~ 4.94%| $4,050
whey $1,015 M 1.70% $998 $595 N -1.65% $605 $680 > $680
** Russian prices include 10% VAT

It has been an active week in Eastern Europe with price increases in Russia from which Belarussia managed to take advantage but Ukraine not.

European Production / Non-EU

Russia 6,386,000,000 6,507,000,000 121,000,000 1.89% March
Ukraine 2,835,000,000 2,769,000,000 -66,000,000 -2.33% April
Belarus 2,338,000,000 2,342,000,000 4,000,000 0.17% April
Turkey 2,581,300,000 2,397,700,000 -183,600,000 -7.11% March
Norway 541,600,000 564,300,000 22,700,000 4.19% April
Switzerland 886,600,000 857,770,000 -28,830,000 -3.25% March
total 15,568,500,000 15,437,770,000 -130,730,000 -0.84% Feb/April

The first months of the year have started off with a -0.84% decline in output for the region. Russia’s production continues strongly upward, in large part
mitigating the strong declines in Turkey and Ukraine.

Nz/ Stock position

There has been a mistake in our table of stock position NZ, caused by an error in the excel formula. The proper table:

Theoretical stock 31/12/2018 1,649,767,246
Incremental;

Production YTD April 2019 -101,000,000
Change Exports YTD April 2019 1,405,233,150
Theoretical stock 30/4/2019 in kgs LME 143,534,096
As a percentage of annual milk production 0.65%

Our apologies for the inconvenience.
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NZ/ NzX

NZX WMP Futures from 1st March 2019

WMP futures have been moving down since 19t March. Despite the negative outlook on milk production, WMP has not managed to lift off. Futures dropped off
further after yesterday’s event.

NZ/ NZX/ Futures

NZX futures price movements

Product Month 2May  29May 05-Jun s Overall, futures have been moving down ever since the
AMF june $590  $5900 $5830  119% & second last GDT and yesterday’s results on GDT itself will
uly B EmE0 sE0 05 M not help to improve on that.
Aug $5,725 $5,625 $5,470 -2.76% N
SMP june $2,535 $2,535 $2,460 -2.96% N3 Premiums fOf' recombined WMP are still considerable and
july $2,530 $2,510 $2,410 -3.98% NA
- o a0 cms asm T but have gone down further over strong decreases for
Butter, AMF and SMP.
Butter june $5,200 $5,250 $4,955 -5.62% N
july $4,950 $4,950 $4,795 -3.13% N
Aug $4,620 $4,500 $4,500 L4
wwmp june s $31s5 s 0% ¢y It will be interesting to see how the market develops in
July $3,180 $3,125 $3,095 -0.96% N . . o . .
e a0 s o s < Oceania with low stocks levels in NZ and foreseen declines in
milk production.
Recombined WMP* june $3,637 $3,519 $3,370 -4.21% N3
july $3,519 $3,406 $3,283 -3.59% N
Aug $3,404 $3,264 $3,179 -2.59% NA
Premium Recomb.vs WMP  june $407 $364 $245 -$118 N3
july $334 $281 $188 -$92 N2
Aug $274 $129 $94 -$35 N
*=WMP on basis of its values in Butter and SMP
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NZ/ GDT event 237

Note

GDT Price index down -3.4%, AWP S 3,423 GDT Event 237, 4th June 2019
AMF -5.7%, AWP $ 5,752 Contract 1 | Contract 2 | Contract 3 | Contract 4 | Contract 5 |Contract 6
Jul-19 HiED Sep-19 e Nov-19 [MEESD This round saw further downside for Butterfat. In two GDT events, the July
Change in AMF Price Index vs previous event -9.90% -4.20% -7.50% -5.50% -4.70% na. contract lost -15.2% in value of which two thirds in Event 237. The average
average price $6,483 $5,810 $5,674 $5,673 $5,662 na. Butterfat value for AMF is now at $ 5,781/mt 100% fat.
BUTTER - 10.3%, AWP $ 4,805 Contract1 | Contract2 | Contract3 [ Contract4 | Contract5 [Contract6
Jul-19 D Sep-19 il Nov-19 |HBEceld Like AMF, Butter values decreased dramatically through all contracts. NZ pricing
Change in Butter Price Index vs previous event 6.60% | -10.00% | -11.40% | -10.60% | -10.30% na. is creeping closer to EU’s but has still some way to go. Butterfat value is now
average price $5,230 $4,917 $4,825 $4,670 $4,599 na. €5,825/mt 100% fat.
CHEDDAR -14.0%, AWP $ 3,950 Contract 1| Contract 2 | Contract3 | Contract4 | Contract5 |Contract 6
19 | Augl9 Sep-19 =D Nov-19 [Rc After Cheddar prices jumped 15.2% in the previous GDT event, they corrected
Change in Ched Price Index vs previous event na. n.a. na. -15.00% -12.30% na. back in yesterday’s event.
average price na. na. $3,925 $3,952 $4,021 na.
SMP fonterra -4.0%, AWP 2,436 Contract1 | Contract 2 | Contract3 [ Contract4 | Contract5 [Contract6
Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 | Dec-19 . , . . .
g P The Fonterra SMP price took a small dive but remains the highest priced SMP
Change in SMP price vs previous event 240% | 3.00% | -7.70% [F4.30%7) -3.60% na. globally ( save for AMUL)
average price $2,479 $2,444 $2,387 $2,442 $2,471 na.
SMP Arla, -1.55% AWP $ 2.358 Contract 1| Contract 2 | Contract3 | Contract4 | Contract5 |Contract 6
Jul-19 Aug-19 Sep-19 Oct-19 Nov-19 [ Dec-19 Arla’s price went down modestly but the winning price remains above current EU
Change in SMP price vs previous event na. -1.55% na. na. na. na. market prices.
average price na. $2,358 na. na. na. na.
WMP -2.1%, AWP $ 3,180 Contract 1| Contract 2 | Contract3 | Contract4 | Contract5 |Contract6
Jul-19 Aud) Sep-19 Qe Nov-1S QBT WMP went down for the fifth event in a row, despite the contraction in milk
Change in Ched Price Index vs previous event -1.00% 0.00% -3.30% -2.30% -1.80% na. production in New Zealand. Given the premiums we have are seeing on the WMP
average price $3,148 $3,174 $3,110 $3,131 $3,113 0L component values there doesn’t seem much scope in increasing production at

this stage.

It is may not always be clear that the percentual change does not refer to the Average Winning Price (AWP) but to the price index. These are often very different

from the change in AWP:

event 236 event 237 A A%
AMF $6,140 $5,752 -$388 -6.32%
Butter $5,297 $4,805 -$492 -9.29%
Cheddar $4,851 $3,950 -$901 -18.57%
SMP $2,529 $2,436 -$93 -3.68%
WMP $3,180 $3,130 -$50 -1.57%

Recombined WMP: SMP/Butter and SMP/AMF: Event 237

Contract 1 | Contract 2 Contract 3 Contract 4 Contract 5

Jul-19 Aug-19 Sep-19 Oct-19 Nov-19
WMP synthetic SMP/Butter $3,471 $3,347 $3,276 $3,267 $3,266
Regular WMP $3,148 $3,174 $3,110 $3,131 $3,113
Premium synthetic vs WMP $323 $173 $166 $136 $153
|previous event 236 $463 $428 $422 $309 $306
WMP synthetic SMP/AMF $3,517 $3,315 $3,238 $3,278 $3,296
Regular WMP $3,148 $3,174 $3,110 $3,131 $3,113
Premium synthetic vs WMP $369 $141 $128 $147 $183
|previous event 236 $578 $291 $309 $234 $241

Greenmark Dairy, 5" June 2019

Although premiums for Synthetic WMP have gone
down drastically, they remain significant in relation to
the volumes produced and sold.

Simply put: on a raw material basis and excluding by
products and the difference production costs, each
100,000 mt of WMP produced yields S 1,4 million
(lowest premium C2 SMP/AMF) to $ 36.9 million
(highest premium C1 SMP/AMF) less than when used
for the alternative product mix.




SA/ CME Spot market

Cheddar

Since early May, Cheddar prices have been trading downwards, especially Barrel with a small uptick for Blocks in the past week. Barrels lost 14.65% since 7" M
or $562/mt. The spread between blocks and barrels increased strongly and settled yesterday at $ 518/mt.

Cheddar spot price From 1st April 2019

Cheddar blocks- barrels price difference from 1st April 2019

06 | 07- | 08 | 09 | 10- | 13 | E 6 | 17
May | May | May | May | M: v May | May y | May | May | Ma ay | May | May | May
average | $155 | $155 | §: 5! $ 5 155 | 5155 | $155 155 | 5155

actual | 51105132 | $19 so | -572 | -577 | -56 66 | $66 [$132] & $99 05| $105 | 3171 | 3176 | 5149 5226 | 522 09 [ $314 | $386

Whey spot price from 1st April 2019

06 | 07 | o8 | oo | 4 | 15 | 16
May | May | May [
Dry Whey $ 3| $761 3755 777 | $777 | $77 50| $750 | $7a4 | $739 | § 2 #50 | $761 $766 | 5766

20 28 | 29 | 30 | 3

17- | 20 2 E 7
a | May | May | May vay | May | May | May | May | May | May [

766 | $766 | $7 ST 5750 | $750 | $772 | 58 $794 | 77

Since bottoming out in mid-March, we have seen whey prices moving up consistently until 11t April when it started to move down again. After reaching a low
point on 25th April at $ 722/mt, Whey has meanwhile gone up to $ 777/mt.

NFDM spot price from 1st April 2019

g 4 e [0 o 13- 15T 1 - Aor[3-Apr 75 Apr 2| 75 g Je e [ 5P
352,14952.177[52, 7[s2.17 2,177[52,177[52,177[5 2 52,205 52,232 271[52,29352,

The trajectory has been down since mid-January but from April SMP made a step up again. Since about four weeks, SMP prices have been slightly eroding.
Yesterday, however, the price settled 9.7 higher than at the start of April.
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Butter

Butter spot price from 1st March 2019

So far, USA Butter hadn’t been able to take advantage of prices in Oceania that increased 36% during the reported period. Since the third last GDT event
however, with Butter prices going down in NZ, US Butter has started to move up with a peak of $ 5,308/mt a week ago. Since then however, Butter lost 2.4% at
yesterday’s close.

USA/NZ/EU/ Price comparison

PRICE COMPARISON USA/NZ/EU

$6,000
$5,000
$4,000
$/mt $3,000
$2,000
$1,000
$0 _
WMP SMP(MH/LH) Cheddar
GDT average $3,138 $2,436 $3,950
USA (cme spot + fob costs) $2,445 $3,845
= EU fob basis $3,360 $2,420 $3,650

WMP Clearly, NZ remains the most affordable option but the gap with EU hasn’t been this small for a very long time.
SMP All three regions have converged but we would expect the EU still to keep the upper hand in exports with the help of cheap Intervention powder.
Cheddar All three regions were converging but have drifted apart again. USA is at a $ 200/mt premium towards the EU and NZ at $ 300/mt.

Butter After the last three GDT events that saw decreases for Butter, NZ still is at a $ 400/mt premium vs the EU. As prices on GDT started to descend, the
opposite happened in the US where prices are meanwhile $ 1000/mt higher than in the EU and $ 600/mt than in the US.

3k 3k 3k 3k 3k 3k 3k 3k %k ok 3k 3k %k k ok k.
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