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Mexico Pushes for Selt-Sutficiency

s the Trump administration moves to redefine
U.S. trade policy, some major partners are
reparing for a future in which they rely less on
American dairy products. The most notable shift comes
from Mexico, where newly elected
President Claudia Sheinbaum
announced her administration’s
intent to invest in expanding
domestic milk production. Today,
approximately 30% of Mexico’s
fluid milk supply is made with
rehydrated U.S. nonfat dry milk
(NFDM). While the policy shift has
little immediate impact, it signals
a longer-term strategy that could
eventually reshape critical trade
flows between the two countries.
According to USDA’s

Foreign Agricultural Service (FAS),
Mexico’s milking herd is forecast
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meamngﬁtl to reach 6.8 million head in 2025,
volume OJF with those cows producing 30.3
billion pounds of milk—a 1.1%
NFDM ﬂlat year-over-year increase. However,
MEXiCO now recent data suggest that milk
production in Mexico this year
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. Through May, Mexico’s year-to-
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States.

of 2024. Meanwhile, domestic
fluid milk consumption in the
country is projected to grow more
modestly—up 1.8% to 4.38 million
metric tons. That equates to between 150 million and 200
million pounds of additional milk demand, far short of the
more than 1.1 billion pounds of new milk the country could
produce if current growth rates hold.

This production surplus could displace a meaningful

volume of NFDM that Mexico now imports from the United
States. Using a milk-to-powder conversion, Mexico’s
potential surplus would equate to about 100 million
pounds of NFDM—roughly 11% of the total NFDM that
the United States exported to Mexico last year. While this
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In a win for the U.S. dairy
industry that was applauded by
the U.S. Dairy Export Council,
the Trump administration
recently announced that a new
trade framework has been
reached with Indonesia. This
framework eliminates tariffs
on nearly all imports from the United States and
contains pledges to remove longstanding nontariff
barriers that affect U.S. dairy products.

At the same time, it appears dairy was not a
major beneficiary of the administration’s deal with
Japan. According to the White House, Japan has
agreed to increase imports of U.S. rice by 75%
and purchase $8 billion in agricultural goods,
including corn, soybeans, fertilizer, bioethanol, and
sustainable aviation fuel, with no mention of dairy.
In yet another deal, Trump said the Philippines has
agreed to lift tariffs on U.S. ag goods. However, a
Filipino official later said the country has not agreed
to lift tariffs on corn, rice, sugar, fish, pork, and
chicken, again with no mention of dairy.

Moreover, negotiations with the dairy
industry’s two largest markets, Mexico and Canada,
have stalled, and talks with China have been
delayed. If these countries turn to other suppliers,
decades worth of work spent developing these
markets will be lost. MCT




U.S. Dairy Becoming More Available

USDA’s latest Mik Production report for June caught |
traders off guard. The report sent CME milk and

dairy product prices lower as buyers revised their
expectations for product availability later this year.
Moreover, CME spot butter
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... hot without obstacles
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shift away from U.S. product won’t happen overnight,

it underscores the need for the U.S. dairy sector

to remain vigilant as Mexico ramps up supply from

its key milk-producing states of Jalisco, Coahuila,
Durango, and Chihuahua.

Still, Mexico’s path to milk self-sufficiency won’t

be without obstacles. Limited access to irrigated

acreage to grow feed, infrastructure constraints, and
the dominance of small to mid-sized dairies could slow
its progress. Even so, the government’s policy intent is
clear, and if investment and political will persist, U.S.
exporters could face stiffer competition in one of their

most important dairy export markets.
Meanwhile, milk production is increasing
worldwide. USDA’s June Milk Production report

pegged U.S. output at 19.2 billion pounds, up 3.3%
from last year and ahead of 2023 levels. While the
year-over-year jump in U.S. output reflects a weak
2024 baseline, it also marks a return to trend. New

Zealand reported record-high production in June, up
14.6% from the same month a year earlier. Although
June is typically a month with low output, the sharp
increase suggests a strong start to the 2025-26 season.
Argentina also posted substantial gains, with year-to-
date production through May up 12.4%. Europe remains
the exception, with output down 0.1% through May,
though some analysts expect a recovery later this year.
With global milk supplies expanding and dairy
demand forecasts largely flat due to persistent
inflationary pressures and economic uncertainty
around much of the globe, the balance between supply
and demand could shift later this year. A temporary
oversupply of milk could weigh on global prices. For the
United States, maintaining strong relationships with key
trading partners, such as Mexico, Canada, and China,
and expanding market access in Central and South
America will be critical to mitigating downside risks and
sustaining long-term growth in dairy demand. MCT
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