
As the world’s largest dairy importer, China has 
shaped global dairy markets for the last two 
decades. And whole milk powder (WMP) from New 

Zealand and Europe has been at the center of the dairy 
trade flow to China. However, after years of aggressively 
pursuing dairy self-sufficiency, China has become 
relatively self-reliant, which has fundamentally altered 
global trade dynamics. For the past three years, China’s 

WMP imports have stabilized 
between 400,000 and 450,000 
metric tons (MT).
        China’s WMP imports 
peaked in 2021 at nearly 
844,000 MT (1.86 billion 
pounds), fueled by expectations 
of continued economic growth 
and robust dairy consumption. 
Imports remained elevated 
into early 2022. Contracts 
placed during the 2021 boom 
arrived just when China’s 
property sector was weakening 
and consumer demand was 
deteriorating. Dairy consumption 
in China fell 7% between 2021 
and 2022 and another 9% from 
2022 to 2023, leaving the global 
market oversupplied. China’s 
carryout WMP stocks surged to 
143,300 MT in 2022, more than 
double prior-year inventories, 
forcing importers to sharply 
reduce purchases. By 2023, 
imports had fallen to 414,700 
MT, and it took until 2024 for 

inventories to normalize. Thus, China’s robust purchases 
made early this year are an important development for 
global dairy markets. 	
        Despite China’s success in building domestic milk 
production, balancing supply and demand has proven 
difficult. The central government has implemented 
policies to support dairy consumption, including 
promoting domestic milk sales, revising nutrition 
guidance to encourage dairy intake, and prohibiting the 
use of reconstituted milk in extended-shelf-life products 
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beginning in 2024. Yet because consumers ultimately 
dictate demand, governmental efforts were not enough to 
prevent domestic consumption from falling to a 10-year 
low last year.
        Weak consumption, in turn, has placed downward 
pressure on farm milk prices. In April, milk prices 
averaged just 3.02 yuan (or 45 cents) per kilogram, 

Is Chinese Demand Back? 

Ken’s Corner

        While some analysts 
believe China’s imports of WMP 
could moderate late in the 
second quarter, recent buying 
activity in China and export data 
out of New Zealand suggest 
Chinese importers could be 
bracing for even tighter global 
protein supplies later this year. 

For instance, export data from New Zealand—China’s 
primary supplier of WMP—foreshadows Chinese 
import activity. In April, New Zealand exported 34% 
more WMP, with 58% of it landing in China.
        China’s first-quarter economic growth exceeded 
expectations due to strength in artificial intelligence, 
strong manufacturing of electric vehicles, and robust 
exports, supporting the theory that dairy consumption 
could be improving along with the economy. At 
the same time, though, energy prices have been 
increasing, which will further raise the price of 
imports. And that gives credence to the theory that 
Chinese importers have been trying to get ahead of 
rising prices by building stocks.
        Domestic milk production growth has also been 
slowing as dairies continue to reduce cow numbers. 
If production continues to contract, importers could 
accelerate purchases further, especially if they are 
hedging even higher prices in coming months. In 
other words, robust Chinese buying could last well 
past the second quarter. MCT



			     MCT Forecast		  		
	 Block*	 Barrel*	 Class III	 Butter*	 Class IV	 Whey**	 NFDM**
May	 1.6000	 1.5725	 16.35	 1.7300	 22.71	 0.6475	 2.0800
Jun	 1.6450	 1.6225	 16.84	 1.7100	 22.96	 0.6475	 2.1175
Jul	 1.7025	 1.6800	 17.47	 1.8150	 22.94	 0.6525	 2.0650
Aug	 1.8225	 1.8325	 18.81	 1.9800	 23.53	 0.6675	 2.0525
Sep	 1.8525	 1.8575	 19.19	 2.0700	 22.75	 0.6775	 2.0325
Oct	 1.7625	 1.7475	 18.36	 2.0150	 22.75    0.6925	 1.9475	
* CME prices. 		
**NASS prices.
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Prices Point to More Cheese Sales 
At the end of May, CME spot markets sold off. Weeks 
of clues that more cheese was available than the 

market was indicating turned into an all-out rout, 
with prices falling back into the $1.40s in the final 

days of trading. With global 
cheese prices comparatively 
higher than U.S. spot and 
futures prices, U.S. exporters 
could secure more sales 
through the end of the year. 
Nonfat dry milk prices pulled 
back from their high mark, 
which was just shy of $2.30/
lb., and NFDM futures were 
indicated prices would drop 
below $2/lb. soon.​​ MCT
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near eight-year lows. According to Beijing Orient 
Agribusiness Consultants, that price was at or 
below breakeven for many producers. Over the past 
decade, China encouraged the rapid expansion of 
large, modern dairies while smaller operations left the 
business. Not only did the transformation accelerate 
self-sufficiency, but it also created a production base 
with limited flexibility. Producers are now faced with 
reducing their herds to align supply with demand.
        This highlights a recurring problem in agricultural 
markets. When margins deteriorate or improve 
dramatically, producers often react instantaneously, 
leading to overcorrections in both expansion and 
contraction cycles. Policymakers then struggle to 
control the resulting volatility. Ironically, farm profitability 
and consumer confidence frequently move in opposite 
directions. When consumers feel financially secure, 
production margins often tighten. Likewise, weak 
consumer spending often coincides with strong farm 
economics if supply contracts quickly enough.
       China’s economic outlook appears to be modestly 
improving. The country’s first-quarter economic growth 
exceeded expectations, which helps explain why 
Chinese WMP imports rose sharply this spring. April 
imports climbed 63% year over year following a 34% 

increase in March, pushing year-to-date imports 6% 
above 2025 levels despite weak buying early this year.
        The unanswered question is whether Chinese 
consumers are purchasing more dairy products 
as the economy improves or whether importers 
are simply rebuilding inventories in anticipation of 
future tightness. If consumption has been improving 
alongside imports, current buying could mark the 
beginning of a firming price cycle. But if stagnant 
demand continues, China risks rebuilding burdensome 
inventories, once again, potentially setting the 
stage for another global sell-off. History suggests 
Chinese buyers are often early in identifying market 
trends, but it also has demonstrated how overbuying 
can quickly turn opportunity into oversupply. MCT 
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