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How milk is used

Functionnal milk  

powders

Butter/traded cheese

High added value

Commodities

PROTEINS

CREAM

WHEY

Yoghurt / FDP

Fresh cheese, 

branded

Fresh milk

UHT

Milk powder

http://images.google.fr/imgres?imgurl=http://www.math.toronto.edu/~drorbn/Gallery/Misc/MilkDrops/Splash2_1280.jpg&imgrefurl=http://www.math.toronto.edu/~drorbn/Gallery/Misc/MilkDrops/&h=960&w=1280&sz=82&tbnid=Idc9Ks7kXDmNIM:&tbnh=112&tbnw=150&hl=fr&start=8&prev=/images?q=milk&svnum=10&hl=fr&lr=&sa=G


Key market specifics 

Liquid milk cannot be stored (48h max) nor transported over 
long distances (1,500 km max)

SMP / butter / cheese are the only way to store big volumes of 
milk and trade them



Liquid milk cannot be stored (48h max) nor transported over 
long distances (1,500 km max)

SMP / butter / cheese are the only way to store big volumes of 
milk and trade them

Market cycle + 18 to 24 months

Fresh milk: Strong local political drivers, rural producers 
having political influence

Seasonality is significant

Feed cost represents 50-60% of production costs

Key market specifics
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Drivers of milk production costs
Feed & type of farm model

SILAGE

CORN

GRAIN

Intensive farming 

model

Extensive farming 

model

Feed cost

impact on milk cost

GRASS CORN

SOY

HAY

Weather impact 

on milk production

SAUDI

ARABIA
MEXICO

NEW 

ZEALAND
IRELAND ARGENTINA USAFRANCE

Fixed cost 

impact on milk cost



Milk Pricing



How the milk price is formed

h

Regulated markets

Export subsidies

Controlled stock

Government interaction

Intensive farm model

Driven by feed price

Extensive farm model

Driven by supply/demand

Open market

High import/export

Common drivers but price 

differs by region & country

Milk Price



Key drivers of Farm Gate prices

Cheese drives EU milk price

+

US NFDM and US butter

Government

Local price of UHT milk

Inflation

http://upload.wikimedia.org/wikipedia/commons/2/2d/Flag_Canada.gif


Milk price patchwork €/ton
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Milk price patchwork – Europe €/ton
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Wide variation within Europe

Spain 16% more expensive than France

France 34% more than Hungary

Spain is 55% more than Hungary



Stock-to-use ratio <10% - stock piles exhausted

Consumption increasing > 2%

Rise in milk production costs (input costs – Feed & fuel)

Severe drought in Oceania

Critical supply situation; prices exploded  “Milk Tsunami”

Activated cross operations productivity program P300

– P300  €300 mln productivity

– DanSource to leverage volume

Fruit & resins
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What happened since 2007?

Farmers reacted faster

- 8 months instead of 14

Retail consumption fell to ~1%

The market overcompensated

- Excess supply

- Stocks increased dramatically

Prices fell sharply

from $5,000 to $2,200

Dairy Stocks
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Market Outlook 2010-12

Farmers’ margins very low – below 10yr historical average
– Farmer protests & political intervention
– De-regulation making markets more volatile
– Government stocks being witheld from market

Consumer demand picking up  2%+

Production reduced to +0.9% in 09

 Short term market is tightening

Mid-term price increase slightly above long-term average
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P300 Accelerate

€ 750 mln in next 3 years in COGS

P R O D U C T I V I T Y

Supplier engagement

- They generate productivity ideas

- Challenge our way of working

- Incentivized on results

Decomplexification

- Ex 900 fruits preps sku in Europe, 300 for strawberry only !

Leverage DanSource organisation further



Key points

The market is becoming more volatile

- Possibility for milk futures being developed

Near-term price will be above the historical average

Project “Accelerate” will contribute to offset the market

Access to milk is key success factor for growth in emerging countries

Need to support our farmers toward more sustainable economical 

& environmental model

P R O D U C T I V I T Y



Key Milk 

Strategic Axes



Main Milk Axes

Upstream

- Dan Farm

- Feed programs

- Environmental impact

Transformation

- Cracking milk

- Optimal use of all milk 

components

Valorisation

- Cream resales

- Innovative products



Upstream - DanFarm model

The Central DanFarm

• Milk collection

• Training centre

• Technical advice

• Breed selection

• Feed purchase

• Feed production 

The central DanFarm

• 2,500 milking cows

• 22 mln ltr milk/year

• 70 people

• High prod° standard



DanFarm benefits

DanFarm

Secure supply 

Cost efficient model

Manage the feed risks

Optimise feed & cow yields

Develop local milk value chain

– Ecosystem

– Develop communities



Transformation

The Danone milk platform

Sweet whey WPCs

Whey

Powders

Acid whey feedSMP

Blends 1Lt for each 1kg of product

Cream Butter

Directly to cheese

Skimmer

Skimmed

milk



Transformation

The Danone milk platform (2)

Sweet whey WPCs

Whey

Powders

SMP

Blends

Cream Butter

Directly to cheese

Skimmer

Skimmed

milk

Casein

Whey 

Minerals 

Lactose 

Water 



Transformation

The Danone milk platform (3)

Whey 

WPCs

Whey 

Powders

SMP

Blends

Cream Butter

Directly to cheese

Skimmer

Skimmed

milk

Casein

Whey 

Minerals 

Lactose 

Water 
Cracking 

milk

Optimise sales

Eg cream

Excess 

Components

By-

Products

Innovation

Drinks

Cream desserts



Thank you


