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China, India Demand May Rise

has declined, raising alarm bells within government

circles and posing a long-term threat to economic
stability. China’s population is also aging. Unless
things change, this means the country will experience
a dwindling labor force and rising social welfare costs.
The causes of China’s declining
population are manifold, including
women pursuing careers and
delaying or forgoing marriage,
the rising cost of raising children,
and a string of recent economic
slowdowns that have eroded
household confidence.

In response, local

governments in China have

Some local
started to deploy policy tools to
gOU@TnmentS reverse the trend. Following the

For the third consecutive year, China’s population

2021 expansion of the country’s

are CZZSO birth policy, which allowed families

. . to have three children and offered

Z?’lClHdZ?’lg tax incentives, extended maternity
c e leave, and subsidized childcare,
pTOUZSZOnS some municipalities have rolled

out even more aggressive
incentives. In early 2025, cities

Jfor infant
like Tianmen in Hubei Province

ﬁrmUZa and introduced annual payments of

77+ ',+ up to 10,000 yuan (about $1,400)
mllk mn ?/Z@ZT per year for a third child lasting
mceentive

until the child turns 10 years of
packages.

age. Some local governments are
also including provisions for infant
formula and milk in their incentive
packages. Notably, Tianmen
experienced a 17% year-over-
year increase in births in 2024,
marking the end of an eight-year decline, a sign that
financial support could be having an impact.

Although still in the early stages, these developments
have sparked cautious optimism. A modest recovery in
childbirth rates could signal improved long-term demand
for dairy products, particularly infant formula. China’s

infant formula imports peaked at nearly 350,000 metric
tons in 2020 but fell in subsequent years as birthrates
declined and local production capacity expanded.
However, with year-to-date imports through May up 5.8%
over the same period in 2024, it appears demand might
have already found a floor and potentially turned upward.

Continued on page 2
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Falling birthrates are not
limited to China, and protein
deficiency is widespread in
African and South Asia, which
leaves plenty of room for growth
in dairy demand. Singapore,
South Korea, and Taiwan have
some of the lowest birthrates in
the world, but birthrates are also low in Japan, the
United States, and some European nations.

Protein deficiency goes hand in hand with
poverty and lack of access to quality food. Protein
deficiency is common in Africa, with nearly one-
third of children in Central Africa said to be protein
deficient. While not as widespread as in South
Asia and Africa, the condition still impacts large
numbers of people in the Western Hemisphere. In
Latin America and the Caribbean, approximately
13% of the population, about 41 million people,
are undernourished, according to the Food and
Agriculture Organization. While severe protein
deficiency is rare in developed nations, pockets of
it still exist. As many as 46% of the U.S. elderly, for
example, do not regularly consume enough protein.

With so much of the globe’s protein needs
unmet, the international dairy industry has a key
role to play in providing those less fortunate with
high-quality, complete proteins, while ensuring that
children worldwide have access to dairy. MCT




Market Indecision Permeates June

As June winds down, CME dairy markets are moving |
every which way. Cheese prices are under sell-side

pressure and futures are dropping as anecdotal

reports suggest that cheese stocks have been
expanding due to sluggish
demand from foodservice outlets.
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Block* Barrel* Classlll Butter* Class IV Whey™ NFDM** CME butter volumes set a record-
Jun 1.8500 1.8175 18.24 25150 19.30 0.5450 1.2525 . high trading pace, with buyers
Jul 1.8250 1.7900 17.87 2.6400 19.12 0.5575 1.2625 seemingly losing interest in the
Aug 1.8825 1.8525 18.49 2.7225 19.52 0.5625 1.2675 final trading days of the month.
Sep 1.9900 1.9050 19.60 2.9000 20.37 0.5625 1.2775 Still, spot butter and futures
Oct 1.9700 1.9225 19.42 29425 20.66 0.5650 1.2925 prices, while slowly recovering,
* CME prices. highs. MCT
**NASS prices.

... long game shows promise

continued from page 1

The short-term implications for dairy exports
could be limited, but the long game is promising.
Should government incentives prove effective in
reversing the demographic decline, demand for dairy
could see a structural boost, not just in the immediate
need for infant formula, but also in demand for
fluid milk, cheese, and butter as a new generation
of Chinese children grow up with dairy as part of
their daily diet. There’s also the potential for the
government to further support milk consumption,
particularly in school programs and nutritional
outreach campaigns.

Meanwhile, across China’s western border on the
Indian subcontinent, another story with global dairy
relevance is unfolding. India—now the world’s most
populous nation—has identified a nationwide protein-
deficiency crisis. Government estimates suggest that
73% to 80% of the population is protein deficient, with
only 10% of people meeting the recommended daily
intake. The most affected constituents are those in
rural communities and vegetarians, who rely heavily
on wheat and pulses—foods that are readily available
and affordable but lack complete proteins and
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essential amino acids.

The implications are especially severe for women
and children. To address this, India’s government
has begun fortifying school lunches with protein, and
dairy is poised to play a central role in this nutritional
intervention. As a result, India could retain more
domestically produced skim milk powder (SMP) to meet
its internal needs, rather than exporting it to global
markets. This would mark an important shift in dairy
trade flows, particularly for buyers who have relied on
Indian SMP during periods of tight global supplies.

Together, these developments in China and India
highlight a broader trend—governments are turning
to dairy as a tool for both economic and public health
policy. Whether the goal is to reverse declining birth
rates or alleviate widespread malnutrition, dairy is
being positioned as a nutritional backbone, rich in
protein, widely adaptable, and culturally accepted.
For global dairy suppliers, this signals a sustained
opportunity. As policies focus on income incentives
and diet augmentation continue to gain traction in the
world’s two most populous nations, the underlying
demand for dairy could experience more structural
growth than short-term price charts suggest. MCT
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