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Dairy:

World Markets and Trade

Although the high prices of skimmed milk powder (SMP) experienced in 2007 were expected to draw
supplies onto the market, exports of SMP from major suppliers in 2008 are forecast to decline. In
principle, the key factors that fueled the sharp price increase of in 2007, i.e., drought in Australia, low
buffer stocks, depreciating dollar, and continued global economic growth, are expected to prevail for
much of 2008. The recent slip in prices, however, suggests that importers have improved their stock
situation and thus have more latitude to delay and negotiate purchases. Further, there is concern that
demand in certain countries may be flagging as higher prices are starting to filter through to
consumers. It is probable that SMP prices will continue to weaken and although settling below the
record 2007 levels will still surpass 2006 prices.

Exports of SMP From Major Suppliers and Price of SMP
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Note: Major exporters are defined as Argentina, Australia, EU-27, India, New Zealand, and the United States.
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