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Butterfat & Protein Diverge 1n '25

his year ushered in meaningful change for the Policy developments added a constructive, and
I dairy industry. The year 2025 was shaped by somewhat unexpected, demand-side signal for dairy.

a powerful combination of shifting consumer The Make America Healthy Again initiative has favored
preferences, accelerating global milk production, and dairy, highlighting whole milk and dairy proteins as “real”
a wave of capital investment that'’s still working its way foods that are less processed than many plant-based
through the system. Consumers increasingly reached alternatives. In parallel, Congress passed the Whole Milk

for dairy proteins, lifting demand Continued on page 2

across multiple categories,

climbed to historically high levels.
The increase in butterfat alone
helped flip markets from deficit to
surplus and pushed U.S. cheese

T exports toward another year of
/Ze SWOHg record-high volumes. Global milk

. production expanded at its fastest
mte Qf mZZk pace in several years, while an
estimated $11 billion in U.S. " L
dairy processing investments repositioned protein-rich products
continued to be commissioned has absorbed a significant share

gmwt/z The result was a market that N of the .a.ddltlonal.mnk. .
Traditional sports nutrition remains a key driver

by Ken Meyers
President, MCT Dairies Inc.

U.S. milk production growth
of more than 4% this year has
felt muted relative to previous
expansionary periods. Sustained,
strong demand for new and

productioin

allevzated moyed decisively through 2025, in dairy protein demand, but opportunities have
setting up an unusually complex ) ) L
. . and interesting start to 2026. broadened into high-protein milks, yogurts, ready-to-
lmgmng glObCll . drink shakes, and cottage cheese—all products that
Through October, milk ) .
l d . output across major exporting continue to resonate with consumers regardless of
sup])y 6]€CZB whether they are taking one of the new GLP-1 weight

regions—Argentina, Australia,
and rebuilt  the EU-27, New Zealand, and the
United States—was up roughly

dazyy lbrgduct 1.7% year over year. The strong
rate of milk production growth

moventories. alleviated lingering global supply

deficits and rebuilt dairy product

inventories. As inventories

expanded, global dairy prices
softened in late-2025, forcing processors to pivot more
aggressively toward export channels to rebalance regional
supply and demand. Cheese and butter prices absorbed
the bulk of the pressure, reflecting not only higher milk
volumes but also the structural impact of rising per cow
butterfat levels and simultaneous introduction of new
processing capacity.

loss drugs, following a protein-rich diet, or are just
concerned about muscle health and nutrition.

The U.S. Food and Drug Administration recently
approved a pill-form of Wegovy, a GLP-1 medication,
that will become available in early January, just as
global dairy protein prices reset making them more
affordable to a broader population. An affordable
GLP-1 drug could accelerate the high-protein trend.
However, it could also widen the imbalance between
surplus butterfat and soaring demand for protein.

Key questions for 2026 will be whether cheese
can participate meaningfully in the protein boom
and whether allowing 2%, whole, and flavored milks
back into school cafeterias will absorb enough of the
butterfat surplus to keep markets healthy. MCT




Prices Stable Heading nto '26

U.S CME spot butter and cheese prices are low, but
futures prices are holding. This has created a sizable |

carry for some hedgers and frustration for others. Other

dairy commodities, such as whey and nonfat dry milk
(NFDM), remain balanced to tight.
NFDM prices are higher than

MCT Forecast global skim milk powder prices,
Block® Barrel* Classlll Butter* Class IV Whey™ NFDM™ @ and U.S. powder stocks remain
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' soon. MCT
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... demand growth helps absorb surplus

continued from page 1

for Healthy Kids Act, allowing schools to once again
offer whole, 2%, and flavored milks in the National
School Lunch Program while exempting dairy fat from
saturated fat calculations that require a meal’s total
saturated fat content be no higher than 10% of total
calories. While the legislation does not mandate higher-
fat milk offerings, it creates an opportunity for increased
offerings including more butterfat in schools beginning
in the 2026—27 school year.

Consumption data helps explain why the current
supply expansion has felt more manageable than prior
growth cycles. According to the latest data from USDA,
per-capita dairy consumption continued to trend higher
in 2024. Data from Circana suggests that most dairy
categories repeated 2024’s performance in 2025. Year-
over-year cottage cheese consumption jumped nearly
12% in 2004, per capita yogurt consumption reached
14.5 Ibs.—the highest level since the emergence of
Greek yogurt—and butter consumption rose 5.4%
in 2024 compared with 2023. Demand strength
encouraged milk to flow into bottling and cultured
products, making the current recovery in milk supplies

MCT

feel far less burdensome than a few years ago.

Cheese, however, remains an outlier. Consumption
fell 0.77% in 2024 to its lowest level since 2017, eroding
demand in a year when growth was needed to help
absorb the additional product flowing out of the nation’s
new and expanded cheese plants. The weakness in
cheese consumption confirmed this year’s lackluster
foodservice business, which was compounded by fewer
retail promotions and higher costs at the grocery store,
which likely slowed retail purchases as well. Domestic
cheese demand in 2025 helped explain why so many
processors leaned into export markets. But competition
from abroad has been intensifying heading into 2026,
and maintaining global market share could require lower
prices yet. In fact, cheese prices tumbled into the $1.30s
in the final weeks of the year.

All this sets the stage for a pivotal start to 2026,
with dairy markets entering uncharted territory as protein
demand expands faster than supply and butterfat
remains abundant. How the industry reconciles these
competing signals could define pricing, product strategy,
and investment decisions well beyond 2026. MCT
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