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Il n 2012, Japan’s national fluid milk outopu
year’' s sizabl e decrease. T h eutte? dhd ribnfat Dry Milk c t
(NFDM) will improve due to an increase in fluid milk for processing use, especially in Hokkaido.
Despite this increase, domestic butter production will not be able to meet potential market deme
therefore purchases of importedbutter under the current access are likely to continue in 2012
(estimated up to 14,000 MT). In 2011, the United States entered the top three major cheese
suppliers to Japan, following Australia and New Zealand, and will continue to strongly compete
the following year.
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Production, Supply and Demand Data Statistics:

Fluid Milk PS&D Table

Dairy, Milk, Fluid Japan 2010 2011 2012

Market Year Begin: Jan 2010 Market Year Begin: Jan 2011 Market Year Begin: Jan 2012

USDA Official New Post USDA Official New Post USDA Official New Post
Cows In Milk 830 825 825 805 815
Cows Milk Production 7,721 7,721 7,550 7,490 7,580
Other Milk Production 0 0 0 0 0
Total Production 7,721 7,721 7,550 7,490 7,580
Other Imports 0 0 0 0 0
Total Imports 0 0 0 0 0
Total Supply 7,721 7,721 7,550 7,490 7,580
Other Exports 0 0 0 0 0
Total Exports 0 0 0 0 0
Fluid Use Dom. Consum. 4,150 4,150 4,030 4,080 4,050
Factory Use Consum. 3,499 3,499 3,450 3,340 3,460
Feed Use Dom. Consum. 72 72 70 70 70
[Total Dom. Consumption 7,721 7,721 7,550 7,490 7,580
Total Distribution 7,721 7,721 7,550 7,490 7,580
1000 HEAD, 1000 MT
Butter PS&D Table

Dairy, Butter Japan 2010 2011 2012

Market Year Begin: Jan 2010

Market Year Begin: Jan 2011

Market Year Begin: Jan 2012

USDA Official New Post USDA Official New Post USDA Official New Post
Beginning Stocks 30 30 21 21 19
Production 74 74 70 65 70
Other Imports 2 2 13 15 14
Total Imports 2 2 13 15 14
Total Supply 106 106 104 101 103
Other Exports 0 0 0 0 0
Total Exyorts 0 0 0 0 0
Domestic Consumption 85 85 83 82 84
Total Use 85 85 83 82 84
Ending Stocks 21 21 21 19 19
Total Distribution 106 106 104 101 103

1000 MT




NFDM PS&D Table

Dairy, Milk, Nonfat Dry Japan 2010 2011 2012

Market Year Begin: Jan 2010 Market Year Begin: Jan 2011 Market Year Begin: Jan 2012

USDA Official New Post USDA Official New Post USDA Official New Post
Beginning Stocks 58 58 57 57 41
Production 156 156 150 137 150
Other Imports 30 30 30 23 27
Total Imports 30 30 30 23 27
Total Supply 244 244 237 217 218
Other Exports 0 0 0 0 0
Total Exports 0 0 0 0 0
Human Dom. Consumption 162 162 160 157 160
Other Use, Losses 25 25 25 19 23
[Total Dom. Consumption 187 187 185 176 183
Total Use 187 187 185 176 183
Ending Stocks 57 57 52 41 35
Total Distribution 244 244 237 217 218
1000 MT
Cheese PS&D Table

Dairy, Cheese Japan 2010 2011 2012

Market Year Begin: Jan 2010

Market Year Begin: Jan 2011

Market Year Begin: Jan 2012

USDA Official New Post USDA Official New Post USDA Official New Post
Beginning Stocks 15 15 15 15 15
Production 48 48 50 48 50
Other Imports 199 199 200 207 215
Total Imports 199 199 200 207 215
Total Supply 262 262 265 270 280
Other Exports 0 0 0 0 0
Total Exports 0 0 0 0 0
Human Dom. Consumption 247 247 250 255 265
Other Use, Losses 0 0 0 0 0
Total Dom. Cosumption 247 247 250 255 265
Total Use 247 247 250 255 265
Ending Stocks 15 15 15 15 15
Total Distribution 262 262 265 270 280

1000 MT




Author Defined:
Preface:

This report is an update to JA 103, the 2011 Japan Dairy and Products Semiannual (05/18/2011). t 2 & (i Q&
previous PS&D preliminary projections for 2011 annual outlook has been further revised based on the latest
calendar year data (Jan. ¢ Aug.) available for domestic production, stocks, and imports published (preliminarily)
by the Government of Japan (GOJ) which reflect slow recovery of domestic fluid milk outputs to date.

The data discussed in this report are on a calendar year basis unless specified otherwise. For convenience sake,

Posi Q4 NBFSNBYOS (2 WFHLIyQa OdaNNByid | 00Saa F2NJ RIANE
subsidies is based on the Japanese fiscal year (JFY: Starting April and ending March next year ). In the last

Uruguay Round Trade Talks, GOJ agreed to the commitment of import purchases for designated dairy

commodities through state trade (up to total milk equivalent of 137,000 MT), which include butter, NFDM,

edible whey, butter oil, and dairy spread.

The conversion coefficient Post used to calculate milk equivalent volumes for each commodity are: NFDM
(6.48), Edible Whey Powder (6.84), Butter (12.34), Dairy Spread (12.34), and Butter Oil (15.05)

2012 Market Outlook for Fluid Milk, NFDM, Butter, and Cheese (New)
- Soft Recovery of National Fluid Milk Outputs Forecast in 2012

t 2AA0A0S ardya KIF @GS | LIS miN&igply dutyook WatloHalysu@odits startetnts Y I G A 2 Y
trend up in the fourth quarter of 2011 as more cows have reportedly been put into milking. This trend is
expected to continue through 2012.

{LISOATFTAOIftes NBIA2YIf 2dziLdzi Ay 1 211FAR2 O0LINR2SOGS
decrease in national fluid milk (projected down three percent) by offsetting declines that are anticipated to

occuriyy 20KSNJ YAf ] LINRPRddzOAYy3 NBIAZ2Yyad CKSNEF2NB:z tz2al
least one percent to 7.58 million MT levelbut this increase is still two percent lower when compared to 2010.

The slight increase projectedforH T MH LI Ay da (G2 dzy RSNI @Ay3d RAFFAOdz GA Sz
reverse the long term decline in national fluid milk production. One driver is the retirement of farmers (an

average decline of three to four percent annually) without successors. Aging farmers is a crucial issue affecting

WE LI yQa | ANRKROdzZ dzNBs f A@SaG201 F2NBadNR FyR FTA&AKSN
Hokkaido are unable to expand, they face high operation costs due to increased prices for feeds/fodder, fuels,

and labor.

A 2 4 A x

Ly GKS SIFNIKIdzr 1S FFFSOGSR NBIA2yas Yrydz2Qa NBIA2YI
of 2012. In the hardest hit Tohoku region (including Fukushima), recovery lags somewhat behind the Kanto

region, but will eventually catch up. As production in these two regions recover in 2012, there will be less need

for supplemented fluid milk product to be diverted from Hokkaido, which in turn should assure sufficient

volumes of fluid milk to remain in that province for processing use (See relevant sections in 2011 Situation

Summary and Outlook Update).



- Domestic Butter and NFDM Productions to Recover in 2012

In 2012, overall demand for drinking milk is expected to remain lethargic due to competition with soft drinks and
other beverages which has persisted for more than a decade. The utilization for fluid milk for drinking use is
projected down by one percent to 4.05 million MT. This decrease allows for more fluid milk for processing use
which is projected to increase by four percent to 3.346 million MT over lastyearQa f S @St

¢tKS 020S adzZ33Sada AYLINROSR adzlll & 2dzift221a F2NJoz2i
plummeted in the previous year. Post projects domestic butter output to rise by eight percent to 70,000 MT

Likewise, domestic NFDM output is projected up by 10 percent to 150,000 MT According to industry sources,

domestic dairy companies, mainly located in Hokkaido, may be able to build stocks of both commaodities during

the period of low consumption, typically the first quarter of the year.

- Continued Imports of Butter under the Current Access Likely in 2012

la SELXIFAYSR Ay GKS wnmm alb Ny SG {AlGdz dA2y | LRFGS {S
market. | & WI LI yQa 2@SNIff RSYFYR F2NJ odziiSNIAY HAamMH A&
butter supply is expected to linger into the forecast year.

The lack of supply may require Japan to import approximately 14,000 MTof butter in 2012 in order to meet

RSYl yR® 9SSy (KSyxX @SIFNJISyYyRAy3I aita201a FNB OFf Odz I
19,000 MT. As was the case in 2011, it is highly likely that GOJ will need to continue state trade purchases of

imported butter in 2012, both by committing to the JFY 2012 current access and also by emergency imports if

needed. Asindustry sources currently predict another good year for fresh cream and its by-product in 2012, the

wholesale price of butter is expected to stay relatively high throughout the forecast year.

- NFDM Demand and Supply Roughly to Balance in 2012

Post does not predict any state trade purchases of NFDM to occur during the forecast year. Although beginning

stocks for 2012 are substantially low (estiY ¢ SR 4 nmXnnn a¢I R26Yy Hy LISNOSY
beginning), the supply and demand situation for NFDM does not yet seem as alarming as butter. Improved

domestic production, and use of other alternative ingredients, such as edible whey and liquid condensed skim

milk (cream by-products), could curtail any temporary supply short falls. Likewise, the wholesale price of

domestic NFDM is expected to stay more or less stable throughout the year.

G LINBaSyidz WFLIFyQa G20 ksforsth@Buach progradss, XeBdause, ar@ &r6thek Y SR A Y
edible TRQ imports) are expected to rise. If demand in the NFDM ingredient market for food use were to exceed

actual demand (currently projected up by two percent to 160,000 MT), GOJ may purchase additional NFDM

under the JFY 2012 current dairy access.

-/ 2y GAYdzZSR DNRgOK [A1St& FT2NI WHLIYyQa HAMmI

WFELIyQa HnmuH OKSS&S YIFEINJSG Attt O2yiliAydzS Ada INRgGK
consumption and expanded uses of cheeses in food service, ready-to-eat foods, and snack industries. Post
LINE2SOGa F F2dzNJ LISNOSyY G N a265000MTeVitheIbrectdeariildpinesé RS Y|y
total cheese imports for the year are also projected to rise by the same percentage to 215,000 MT If 2012

global cheese prices were to rise higher than the previous year, it may curb prospective imports (mainly from



Oceania and EU countries). The same may also apply for American cheeses, which made tremendous inroads

into this market (especially for shredded cheese). Post projects 2012 imports of American cheese to easily clear

GKS LINBEZA2dza &SI NDa KRZDEMIA K0 pehdstingrédde Bee Relsvan®DIckiof @ | NB dzy
2011 Market Situation Summary and Outlook Update).

Post projects domestic natural cheese production to increase by four percent to 50,000 MT. This rise in
production, due to the increased availability of fluid milk for processing in the Hokkaido region, is still
substantially below annual domestic cheese factory capacities, estimated at around 70,000 ¢ 80,000 MT.

2011 Market Situation Summary and Outlook Update (Revised)

- Lower Number of Cows in Milk Reduced 2011 National Fluid Milk Outputs

The March 2011 earthquake created the followingdA & NHzLJG A 2y a Ay WI LI yQa 2@J3SNI f €
and utilization patterns:

1. The earthquake temporarily incapacitated the ability to produce fluid milk in the Tohoku and Kanto regions,

GKAOK | 002dzy i SR T2 NJ y S lifitforal fladyndk olfpdzl TNdiafgdldecn® in Wi LI y Qa
region (eight percent for January ¢ October), was accompanied by a similar decline in other milk producing
NEIAZ2yar 206KSNJ GKFyYy 1211FAR2Z 2F &aS@Sy mikikddipibgy G ® Ly
state in the Northern Island, also had difficulties in raising its fluid milk output, was and was down by one

percent.

2. Production in the Tohoku and Kanto regions was also halted due to a shipment prohibition imposed by GOJ

on Fukushima (Tohoku region) and Ibaragi (Kanto region) as a result of cesium detection in fluid milk, which

exceeded the permissible limit of 500 Bg/Kg. set for foods. As much as 33,000 MT, valued at JP Yen 3.3 billion,

was disposed of until the prohibition was lifted in April.

3. The reduced fluid milk output, along with the slow recoveries in Tohoku and Kanto, created a temporary

shortfall in supplies of regular milk and other drinking milk products (including yogurt), especially in highly

populated areas, such as Tokyo and other major cities in surrounding prefectures.

4. To meet the gap in the raw milk supply, extra volumes of fluid milk have been diverted, mostly from

Hokkaido, since April. ¢ KA & RAGSNERAZ2Y NBilRfdzOrEc&sing Belto|histdritaly O levdlsl &

5. These shortfalls also created a shortage in the 2011 domestic butter supply, triggering the government-led

purchases of imported butter for industrial use through the current access (See relevant section).

6. Entering into the fourth quarter, the situation seemed to be improving and monthly national fluid milk

outputs were reportedly recovering, also indicating more availability of fluid milk in Hokkaido for processing use.

Given the above, Post has revised its previous pN2 2 SO0 A2y a F2NJ WH LI yQ&a wnamm Yy {7
estimates a three percent decline from the previous year to around 7.49million MT. In addition to supply

disruptions caused by the March earthquake, a lower than expected rate of conception and delayed calf

RSt AGSNASa RdzS G2 t+Fad &SI Nna SEGNBYSte K234 &adzyYSNJ
cows in milk at the beginning of year, leaving the national dairy herd inventory down three percent at 805,000

heads (See Table Q).



- Shortage Prevailed in Fluid Milk for Processing Use in 2011

t2a0 LINRP2SOGA WHLIYQa Hnmm dzaS 2F FEdzZAR YAf 4082 NBY
million MT, and by five percent for processing at 3.34 million MT, over the previous year. Likewise, domestic

butter and NFDM productions are projected considerably lower than last year, down by 12 percent for butter at

65,000 MTand 12 percent for NFDM at 137,000 MTfrom the previous year (See Table %

- Substantial Butter Imports Made to Cover Domestic Shortage in 2011

5dzS (2 (GKS adzlllif e aK2NIF3IS gKAOK KIa RAYAYAAKSR WL
consumption down four percent from the previous year at 82,000 MT Major dairy companies reportedly have

been rationing supplies to their end users in order to sustain sales of domestic brand products, while relying on

imports to meet industrial use demands.

2A0K HammQa FENBFRe t2¢ 0SIAYYAYyI a0 20tthdaGod Hm>nnn atc
proactively decided to import butter for industrial use to alleviate concerns of a possible shortage [See Table 6

and 7]. A series of announcements made by GOJ to commit the dairy current access and enact emergency

imports were made up through August, which have amounted to total 13,690 MTso far.

Details are summarized below;

- 4,231 MTannounced in Jan. 2011 as a part of JFY 2010 Current Access (April 2010 ¢ March 30, 2011)

- 4,000 MTannounced in February 2011 as a part of JFY 2011 Current Access (April 2011 ¢ March 2012)

- 3,459 MTannounced in May 2011 as a part of JFY 2011 Current Access (the same as above)

- 2,000 MTannounced in August 2011 for a special emergency purpose, which, is in addition to the
Current Access, have already been fully committed for JFY 2011.

One point of interest, American butter has become attractive due to its ability to meet changes in demand and

LINA OS @ {AYAEFNI G2 wnnys ! YSNAOIY o0dziGSNJ ¢l & Llzi 2y
New Zealand and the Netherlands this year (See Table 8\ and 8B0 @ ¢tKA&a OFfSYRFNI &@SINRA
0dzi G SNJ dzy RSNJ WI LI yQa &dF 4GS GNIRS AYLERNILIA O2dzZ R NBI C
import price of butter for January to October was 20 percent higher over the same period last year at U.S. 5,599

dollars/MT. The average import price for American butter increased by 26 percent ( U.S. 5,534 dollars/MT), with

New Zealand and Netherland prices increasing to U.S. 5,144 dollars /MT (up 31 percent) and U.S. 6,135

dollars/MT (up 40 percent) respectively. With two more months remaining in this calendaryear, WI LJI Yy Q& & 2
butter imports could reach up to around 14,000- 15,000 MTwhen other additional imports are included.

Industry media speculates that in 2011, higher domestic demand for fresh cream, generated by the convenience

d02NB RS3aaSNI AYRdAzZAGONESI AyGSyaArAFTASR (K MékaidS | NRa 6 dzi
producers reportedly decided to redirect fluid milk, already scarce due to diversions to the Kanto and Tohoku

regions, to more cream production this year, instead of butter and NFDM production (Note: Japan is self

sufficient in cream supply as fresh cream production is strategically promoted by the government/industry as it

does not directly compete with imports). For January ¢ September, the output of domestic cream rose by four

percent compared to the same period last year (See Table 3

hyS FTRRAGAZ2YIFE y20S3 RdzS firghe fitsktine de@dSdlitoNdiv thévdizimd S NJ a K 2 N
safeguard (Special Safeguard termed SSG- see the below note for further explanationfor butter for this fiscal



year (April 2011 to March 2012) to allow continued imports under this product category (HS 0405 - which
AyOf dzZRSa RIFANERB &LINBI R I ywRverdfitHé Solthayhelp promdtd high ehdN®té&r dzO G & 0 ¢
imports from the EU and North America for JFY2011.

Note: SSGfor butteri T h e  S&ié»al s that the GO&an suspend the safeguard
when surging imports angot expected tdamagerelevant domestic indusés in this

case, the domestic dairy farming and indusffjne SSG for agriculture productgs
introducedat theUruguay Round trade talks as a compensatory measure for importing
countries to alleviate negative impacts of import suigeslevant domestic industries.

In the case of butter, the SSGisactedvhen cumulative monthly imports for a given
fiscal year exceed the standard import volume, which is calculated basedavethge

of preceding three yearsoé i mport vol umes
substantially raisstariffs on butter, from a WTO rate of 29.8 percent plus the secondary
tariff of JP Yen 985 per Kg. to a UR bound rate of 39.7 percent plYedR,311.33 per
Kg.

- NFDM Suppl¥xperienced d.arge Stock Depletion in 2011

Compared to butter, demand for NFDM for ingredient use remained relatively stable despite the drop in
domestic production. WI LJF Y Q& A Y 3 NB R A Shhué alsRief FelftiRedy stabl@, ket Grdbakery
and some confectionary uses. A significant reduction in processed milk production (using NFDM as an
ingredient) occurred this year (down 13 percent) that could partially explain the lack of demand (See Table 3
Based on the above, annual NFDM demands for food use (not counting imports for feed use) are projected
down by three percent from the previous year to around 157,000 MT (Note: This may be a temporary
phenomenon caused by the 2011 earthquake, as high priority was given nationally to secure fluid milk need for
drinking milk and other drinking products, with production of processed milk becoming secondary).

Currently, the day-to-day industry demands for ingredient-use NFDM seem to have been met by stock
depletions. Large carryover stocks, estimated at the beginning of the year at 57,000 MT, had decreased to
40,000 MT, approximately three months worth of the annual distribution (See Table 6 Although not yet
alarming, the domestic NFDM supply situation has also started to tighten, evident in gradual rises in monthly
wholesale average prices since June (See Table )7

The decrease in NFDM ingredient demand can also be attributed to increased competition with liquid

condensed skim milk (a cream by-product) and imported edible whey. JI LJ- Y Q& R I HasNBo pramybteddza (i NB
expanded use of the above cream-by product as an alternative to NFDM for some drinking milk products and ice

desserts such as premium-type ice cream products. In particular, imported WPC (Whey Protein Concentrate)

has been in direct competition with NFDM in new applications such as functional foods, snacks, and beverages.

- Solid Demand Sustained for Cheese in 2011

According to 2011 monthly household cheese consumption data, the earthquake appears to have momentarily

interrupted sales of cheeses in the retail sector from March through April. After that, monthly household

consumption grew upward through October, highlighting the solid demand that exists for cheeses in this market

(See Table )1 Post revised its previous forecast for Wl LI Y Q& HAMM (2 { larfd no® fceBsas 02y &
increase of three percent over the previous year at around 255,000 M [ A1 S othtal Sidese Wipoktl v Q &



for the year are projected to rise by four percent to 207,000 MTbased on by relatively solid household
consumption and expanded uses of imported cheeses in the food service, confectionary/snacks, and ready-to-
eat dishes.

ForJanuarych O 20 SNJ HAMMZI  dhth (htungl @ndl prdoelss SodhBir®d) vkedé Lif six percent at

173,804 MT over the same period last year. Although Australia and New Zealand continue to be large

stakeholders, strong demand for American cheeses helped the United States take third place in total imports for

the period (See Table 9-A). Wl LJF Y Q& F yydzt £ A YLEMNIE REFLISIYE NRICLY OKISKE
reach up tothe 20,000MT0 & (I KS @alilnpNEdidie 6450¢rdenE rise. According to U.S. Dairy Export

Council (USDEC), types of American cheese making inroads into this market are mainly Cheddar and Monterey

Jack, which are for shredding after imported in bulk, mainly for use in pizzas.

hyS LR2AYG 2F 02y OSNY Ay VS import prifes, Widrifor Brazityfthfodgh K & 0SS
October, has almost reached the 2008 high of US 5,137 dollars/MT (See Table 9-B), which caused a contraction

Ay WFLIFyQa OKSSasS YIN)]SihGo 5 dzS ! ({25 9 Khaa ardyOGDNSSilasF izt A yLJl
efforts, the U.S. share has the potential to grow from four percent in 2008 to 10 percent in this calendar year.

H N M dbfe&stic natural cheese production, on the other hand, is projected to be marginally lower/or almost flat

at around 48,000MT, having been adversely affected by limited availability of fluid milk for cheese

manufacturing in Hokkaido. (Note: Roughly 40 percent of the domestically produced natural cheeses are for

direct consumption with higher percentage of soft/semi-hard type cheeses.) (Note: The rest is blended with

imported natural cheeses under so called 6the Zero tariff TRQ category - 69,500 MT allocated for JFY 2011¢ T 2 NJ
manufacturing various types of domestic brand process cheeses).
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Table 1: Japanese Household Consumption of Milkand DaiNE / 2 YY2 RAGA S &
Milk Powdered Milk Butter
Expenditure Quantity (liter) Expenditure Quantity (gram) Expenditure Quantity (gram)

09 Jan/Dec 16,569 0% [85.05 -1%  |832 -4% 451 -5% (1841 5% 484 5%
10 Jan/Dec 16,322 |11% [85.41 0% |[717 [|114% 393 -13%  [[852 1% 504 4%
CY 2011 Expenditure Quantity (liter) Expenditure Quantity (gram) Expenditure Quantity (gram)
PJan. 1,161 -7% 6.20 -7% 70 -3% 33 -18% 67 3% 41 17%
Feb. 1,122 -7% 6.03 -5% 60 -6% 26 -28% 87 7% 52 13%
Mar. 1,246 -4% 6.60 -3% 87 38% 46 59% 83 2% 49 2%
Apr. 1,248 -4% 6.37 -3% 50 -2% 27 -10% 70 3% 43 8%
May 1,308 -5% 6.69 -2% 47 -13% 27 -7% 68 -3% 41 -5%
PJun. 1,289 -9% 6.90 -7% 60 25% 25 25% 63 -6% 37 -5%
Puly 1,421 -3% 7.67 -3% 50 -9% 26 -13% 55 0% 32 -3%
Aug. 1,421 -8% 7.34 -11% 53 0% 27 -10% 65 16% 38 12%
Sept. 1,353 -8% 7.13 -8% 62 15% 35 35% 67 3% 38 -3%
Oct. 1,350 -3% 6.81 -8% 59 -5% 33 -15% 74 -6% 42 -13%
2010 Jan/Oct  |13,705 71.93 576 309 687 405

2011 Jan/Oct  [12,919 [|6% [67.74 | 6% [598 4% | 305 1%  [699 | 2% | 413 2%
Source: Ministry of Internal Affairs and Communication Bureau

Cheese "Margarine Toast Bread
Expenditure Quantity (liter) "Expenditure Quantity (gram) Expenditure [Quantity (gram)

09 Jan/Dec  [4,001 [9% [2,395 [6w 963 [11% [1,387 [ -3% 8927 Jow [19,911 [2o%
10 Jan/Dec 4,080 2% 2,588 8% ||874 -9% 1,259 9% (8,572  |4% 19,956 0%
CY 2011 Expenditure Quantity (liter) Expenditure Quantity (gram) Expenditure [Quantity (gram)
Jan. 319 0% 214 5% 66 -10% 93 -10% 666 -3% 1,526 -4%
Feb. 332 1% 207 -4% 71 -5% 104 -5% 681 -3% 1,553 -4%
Mar. 336 -8% 221 -3% 82 -7% 122 -7% 785 0% 1,771 -4%
Apr. 337 -2% 214 -1% 78 3% 105 5% 770 0% 1,692 -5%
May 360 6% 231 9% 76 -6% 107 -4% 757 -3% 1,714 -4%
Jun. 337 5% 205 1% 70 -1% 95 -12% 716 -3% 1,661 -1%
Puly 323 8% 205 8% 68 5% 101 11% 691 -3% 1,581 -7%
Aug. 327 9% 211 7% 69 6% 101 7% 695 5% 1,567 1%
Sept. 345 6% 226 10% 71 6% 110 10% 690 3% 1,557 -4%
Oct. 353 0% 236 5% 76 6% 104 -4% 733 3% 1,678 0%
2010 Jan/Oct  |3,296 1,664 594 848 5,833 13,540

2011 Jan/Oct  |3,369 2% 1,708 3% |580 -2% 828 2% [5,761  |-1% 13,065 |-4%

Source: Ministry of Internal Affairs and Communication Bureau

Milk Beverages "Bacterial Acid Drinks

Yogurt Confectionaries

Expenditure Expenditure Expenditure Expenditure
09 Jan/Dec 8,138 4% 80,403 2% 1,200 3,239
10 Jan/Dec 8,446 4% 78,861 [|-2% 1,229 2% 3,381 4%
CY 2011 Expenditure Expenditure Expenditure Expenditure
PJan. 648 8% 6,078 -5% 97 15% 223 -2%
Feb. 662 9% 6,252 -2% 87 4% 234 4%
Mar. 661 -7% 6,634 -8% 100 14% 262 -1%
Apr. 693 -5% 6,220 0% 96 3% 258 1%
May 783 3% 6,570 -2% 103 -5% 269 1%
PJun. 771 1% 5,663 -4% 112 -1% 305 7%
Puly 779 3% 6,333 -1% 118 4% 349 1%
Aug. 757 4% 7,250 -4% 124 5% 329 -1%
Sept. 756 2% 5,782 0% 112 4% 289 -8%

2NJ Y2 NB



Oct. 761 5% 5,835 -2% 117 6% 301 -1%
2010 Jan/Oct 7,108 64,552 1,020 2,820
2011 Jan/Oct  |7,271 2% 62,617 |-3% 1,066 5% 2,819 0%

Source: Ministry of Internal Affairs and Communication Bureau

Table 2: Government Subsidy Payments and Eligible Fluid Milk Quota for Processing Use

Unit Subsidy Payment Eligible Volume
Yen/Kg. Type Million MT
JFY2000 10.30 deficiency payment 2.40
JIFY2001 10.30 direct payment 2.27
IFY2002 11.00 direct payment 2.20
UIFY2003 10.74 direct payment 2.10
JFY2004 10.52 direct payment 2.10
UFY2005 10.40 direct payment 2.05
JFY2006 10.40 direct payment 2.03
JFY2007 10.55 direct payment 1.98
JFY 2008 11.55 direct payment 1.95
JFY 2008 (Revised) 11.85 direct payment 1.95
UFY 2009 11.85 direct payment 1.95
JFY 2010 11.85 direct payment 1.85
UFY 2011 11.95 direct payment 1.85

Source: ALIC Monthly

Table 3: Japanese Utilization of Fluid Milk for Drinking Milk Products

Unit: 1,000 Kilo Liters

2008 2009 2010 % Chg. 2010 2011 % Chg.

lan/Dec Jan/Dec Jan/Dec Jan/Dec Uan/Sept lan/Sept
[Total Drinking Milk Products 3,951 3,804 3747 -2% 2,811 2737 -3%
Regular Milk 3,509 3,180 3,069 -3% 2,297 2,289 0%
Processed Milk 442 625 678 9% 514 449 -13%
Milk Beverages 1,241 1,180 1,210 3% 914 958 5%
Fermented Milk 813 821 841 2% 638 630 -1%
Lactic Acid Bacteria Drinks 179 199 184 -7% 144 138 -4%

Fermented Milk: Yogurt etc.
Source: MAFF/ALIC Monthly

Note: Processed Milk: low fat, high fat, vitamin and mineral fortified, calcium enriched
Milk Beverages: flavored milk (coffee and fruits flavored)

Table 4: Japanese Production of Dairy Commodities

Unit: Metric Ton

2008 2009 2010 % Chg. 2010 2011 % Chg.
Jan/Dec Jan/Dec Jan/Dec Jan/Dec lan/Sept an/Sept
Butter 71,698 80,998 73,621 -9% 58,715 48,651 -17%
Cream 107,535  [104,898  [107,441 2% 76,603 79,963 4%
\Whole Milk Powder 13,543 12,565 13,250 5% 10,291 11,605 13%
Prepared Milk Powder 30,197 34,914 32,942 -6% 24,558 22,914 -7%
Skim Milk Powder (NFDM) 158,179 167,256 155,625 -7% 120,666 102,920 -15%
Ice Cream (Unit: kilo liter) 126,179 128,614 130,589 2% 100,597 104,009 3%
Source: MAFF/ALIC Monthly
Table 5: Japanese Imports of Non Fat Dry Milk
Unit: Metric Ton
| 2008 | 2009 | 2010 |% Chg. ” 2010 2011 % Chg.




Jan/Dec Jan/Dec Jan/Dec lan/Dec Uan/Sept Jan/Sept
For School Lunch Program 2,258 2,109 1,983 -6% 1,512 1,458 -4%
For Feeds 27,028 22,143 24,909 12% 18,501 16,501 -11%
For Other Use (TRQ, current access and others) 2,940 10,082 3,292 -67% 2,612 2,528 -3%
[Total NFDM Imports 32,226 34,333 30,184 -12% 22,625 20,487 -9%

Source: ALIC Monthly

Table 6: Monthly Ending Stocks of Butter and NFDM
Unit: 1,000 Metric Ton

Butter

2007 2008 % Chg. 2009 % Chg. 2010 % Chg. 2011 % Chg.
Jan 24.1 19.7 -18% 25.4 29% 32.6 29% 22.6 -31%
Feb 23.6 19.4 -18% 26.7 38% 32.8 23% 21.1 -36%
Mar 23.2 19.4 -16% 28.1 45% 32.6 16% 20.6 -37%
Apr 23.1 19.9 -14% 29.6 49% 32.5 10% 21.3 -34%
May 23.8 21.2 -11% 32.3 52% 34.1 6% 22.8 -33%
un 24.4 21.1 -13% 33.8 59% 34.5 2% 22.7 -34%
Puly 23.7 20.7 -13% 34.0 64% 33.9 0% 21.8 -36%
Aug 23.6 22.9 -3% 35.0 53% 33.1 -6% 23.0 -31%
Sept 20.3 22.4 10% 34.3 53% 30.0 -12% 21.8 -27%
Oct 18.8 21.9 17% 32.9 50% 27.3 -17% 20.3 -26%
Nov 16.4 22.3 36% 31.3 40% 24.4 -22%
Dec 15.8 22.5 42% 29.6 32% 21.0 -29%
NFDM

2007 2008 % Chg. 2009 % Chg. 2010 % Chg. 2011 % Chg.
Jan 68.8 41.5 -40% 36.1 -13% 65.1 80% 60.7 -7%
Feb 69.2 42.6 -38% 38.7 -9% 67.7 75% 60.6 -10%
Mar 68.3 42.8 -37% 43.1 1% 69.7 62% 58.7 -16%
Apr 68.9 43.4 -37% 49.5 14% 71.8 45% 58.2 -19%
May 69.1 43.3 -37% 55.1 27% 74.8 36% 58.2 -22%
Jun 65.3 42.1 -36% 55.8 33% 74.5 34% 54.7 -27%
Puly 59.7 38.4 -36% 54.5 42% 71.3 31% 50.3 -29%
Aug 53.9 35.0 -35% 55.0 57% 68.6 25% 47.1 -31%
Sept 46.0 29.9 -35% 53.6 79% 61.4 15% 42.9 -30%
Oct 40.3 27.6 -32% 52.9 92% 57.6 9% 40.4 -30%
Nov 36.7 27.2 -26% 53.8 98% 56.3 5%
Dec 38.1 30.5 -20% 58.3 91% 57.4 -2%
Source: ALIC Monthly

Table 7: Average Wholesale Price of Dairy Products for Bulk Users

Unit: Yen per Kg.
Butter
2008 2009 % Chg. 2010 % Chg. 2011 % Chg.
Jan 984 1,164 18% 1,081 -7% 1,062 -2%
Feb 995 1,176 18% 1,073 -9% 1,057 -1%
Mar 1,016 1,177 16% 1,074 -9% 1,065 -1%
Apr 1,060 1,178 11% 1,060 -10% 1,069 1%
May 1,074 1,173 9% 1,057 -10% 1,077 2%
Jun 1,091 1,158 6% 1,051 -9% 1,087 3%
Puly 1,124 1,164 4% 1,049 -10% 1,094 4%
Aug 1,136 1,131 0% 1,049 -7% 1,110 6%
Sept 1,143 1,114 -3% 1,050 -6% 1,120 7%
Oct 1,154 1,102 -5% 1,050 -5% 1,129 8%
Nov 1,162 1,085 -7% 1,050 -3%
Dec 1,163 1,086 -7% 1,051 -3%




Unit: Yen 25 per Kg.

NFDM

2008 2009  [% Chg. 2010  [% Chg. 2011 [% Chg.
Jan 13,300  [14,994 13%  [14,981 0% [14,564 -3%
Feb 13,327  [15,033 13%  [14,955 1% 14,512 -3%
Mar  [13,505  [15,160 12%  [14,957 1% 14,515 -3%
Apr 14,096  [15,226 8%  [14,922 2%  |14,584 2%
May  [14,311  [15,254 7% 14,884 2% 14,641 2%
un 14,646  [15,241 4%  [14,751 3%  |14,701 0%
uly 14,697  [15,172 3% 14,656 3% |14,736 1%
hug 14,769 [15,030 2%  [14,610 3%  |14,864 2%
Sept  [14,831  [14,949 1%  [14,593 2%  |14,987 3%
Oct 14,951  [14,943 0% [14,568 3%  [15,085 4%
Nov  [14,953  [14,931 0% 14,571 2%
Dec 14,982 |15,005 0% 14,574 -3%

Source: ALIC Monthly

Table 8-A: Japanese Imports of Butter

Annual Series: 20062010, Year To Date: 10/2010 & 10/2011
Quantity (Metric Ton/Customs Clearance Basis)

Partner Country  [Unit Calendar Year Year To Date
2006 2007 2008 2009 2010 10/09 % Chg. |2010 Share [10/2010 10/2011 %Chg.
World MT 3,914 ]11,384 ]18,153 333 2,032 510% 100% 1,866 12,798 586%
Netherlands MT 1,730 6,152 2,412 0 860 n/a 42% 860 1,788 108%
New Zealand MT 312 144 3,149 143 474 231% 23% 457 4,421 867%
Australia MT 1,217 2,002 4,080 87 269 209% 13% 162 646 299%
United States MT 6 5 7,062 26 173 565% 9% 149 5,014 [3265%
France MT 96 139 241 70 136 94% 7% 119 222 87%
Germany MT 100 1,720 613 2 111 5450% 5% 111 702 532%
Others MT 453 1,222 596 5 9 80% 0% 8 5 -38%
Source: Global Trade Atlas (Japan Customs)
Table 8-B: Average C&F Price of Imported Butter
Annual Series: 20062010, Year To Date: 10/2010 & 12011
Unit Value(United States Dollars)
Partner Country Unit Calendar Year Year To Date
2006 2007 2008 2009 2010 10/09 % Chg. [10/2010 10/2011 %Change
World per MT 2,863 3,724 4,192 6,199 4,766 -23% 4,674 5,599 20%
Italy per MT 16,800 73,131 42,530 17,564 14,940 -15% 14,804 21,872 48%
France per MT 10,986 11,649 10,175 15,556 10,660 -31% 10,145 9,743 -4%
Belgium per MT 2,811 2,676 8,580 0 7,304 n/a 7,304 0 n/a
Denmark per MT 2,665 3,778 4,519 5,675 5,770 2% 5,770 6,884 19%
Australia per MT 2,623 2,985 3,992 4,914 4,825 -2% 4,674 5,430 16%
Netherlands per MT 2,727 3,786 4,813 0 4,384 n/a 4,384 6,135 40%
United States per MT 5,411 5,543 3,797 5,162 4,351 -16% 4,401 5,534 26%
Germany per MT 2,695 4,116 4,940  |16,605 4,276 -74% 4,276 6,379 49%
New Zealand per MT 2,279 2,336 4,191 2,443 3,941 61% 3,925 5,144 31%
Source: Global Trade Atlas (Japan Customs)
Table 9-A: Japanese Imports of Cheese YTD
Annual Series: 20062010, Year To Date: 10/2010 & 10/2011
Quantity (Metric Ton/Customs Clearance Basis)
Calendar Year Year To Date
Partner Unit 10/09 % | 2010
Country 2006 2007 2008 2009 2010 10/2010 10/2011 %Change
Chg. Share
\World MT 207,420 |225,081 186,503 184,242 (199,080 8% 100% 163,276 173,804 6%




Australia MT 87,643 97,029 87,487 84,059 85,120 1% 43% 69,691 72,364 4%
New Zealand MT 57,304 65,259 50,630 49,751 52,098 5% 26% 42,454 45,723 8%
United
States MT 4,904 6,834 7,339 6,885 13,672 99% 7% 10,626 17,451 64%
Germany MT 11,402 10,881 9,015 10,185 11,203 10% 6% 9,832 7,381 -25%
France MT 8,020 7,521 7,051 7,141 8,150 14% 4% 6,795 7,343 8%
Denmark MT 9,836 9,192 7,783 8,156 7,769 -5% 4% 6,432 6,871 7%
Netherlands MT 8,487 7,663 5,656 5,626 6,605 17% 3% 5,522 5,212 -6%
Italy MT 5,661 6,495 5,535 5,915 6,241 6% 3% 5,175 5,236 1%
Argentina MT 5,084 8,885 3,768 4,239 4,248 0% 2% 3,594 3,240 -10%
Others MT 9,079 5,322 2,239 2,285 3,974 74% 2% 3,155 2,983 -5%
Source: Global Trade Atlas (Japan Customs)
Table 9-B: Average C&F Price of Imported Cheeses
Annual Series: 20062010, Year To Date: 10/2010 & 10/2011
Unit Value(United States Dollars)

S G Unit Calendar Year Year To Date

2006 2007 2008 2009 2010 10/2010 10/2011 %Change
World Per MT 3,484 3,739 5,388 4,414 4,712 4,659 5,137 10%
Italy Per MT 8,877 9,822 |11,531  [10,219  |10,159 9,992 11,677 17%
France Per MT 7,302 7,671 9,257 9,371 9,617 9,401 9,908 5%
Denmark Per MT 4,740 5,223 7,032 6,347 6,583 6,571 7,254 10%
United States Per MT |6,914 6,338 7,297 7,129 5,549 5,616 5,190 -8%
Netherlands Per MT 3,772 4,265 5,789 4,416 4,424 4,286 5,223 22%
New Zealand Per MT 2,848 3,125 4,849 3,746 4,179 4,118 4,493 9%
Australia Per MT 2,898 3,099 4,675 3,649 4,012 3,978 4,409 11%
Germany Per MT 3,146 3,681 4,939 3,703 3,826 3,755 4,595 22%
Ireland Per MT 2,928 3,314 5,033 4,561 3,732 3,625 4,398 21%
Argentina Per MT 2,829 2,962 4,747 3,137 3,663 3,606 4,208 17%
Source: Global Trade Atlas (Japan Customs)
Table 10: Japanese Dairy Herd Inventory

Total Number of
Total Number of Dairy Herd Total Cow Replacement
Dairy Farms (Total Cow + (A) +(B) Cows in Milk (A) Cows in Dry (B) Heifers
Heifer
farms % Chg. 1,000 % 1,000 % 1,000 % 1,000 % 1,000 %
heads Chg. heads Chg. heads Chg. heads Chg. heads Chg.

Feb.1995 44,300 -6.9% 1,951 -3.3% 1,213 -2.7% 1,034 -1.7% 179 -8.1% 739 -4.3%
Feb.1996 41,600 -6.1% 1,927 -1.2% 1,211 -0.2% 1,035 0.1% 176 -1.6% 717 -3.0%
Feb.1997 39,400 -5.3% 1,899 -1.5% 1,205 -0.5% 1,032 -0.3% 173 -1.8% 694 -3.2%
Feb.1998 37,400 -5.1% 1,860 -2.1% 1,190 -1.2% 1,022 -1.0% 168 -2.6% 670 -3.5%
Feb.1999 35,400 -5.3% 1,816 -2.4% 1,171 -1.6% 1,008 -1.4% 164 -2.7% 645 -3.7%
Feb.2000 33,600 -5.1% 1,764 -2.9% 1,150 -1.8% 992 -1.6% 158 -3.4% 615 -4.7%
Feb.2001 32,200 -4.2% 1,725 -2.2% 1,124 -2.3% 971 -2.1% 153 -3.0% 601 -2.2%
Feb.2002 31,000 -3.7% 1,726 0.1% 1,126 0.2% 966 -0.5% 160 4.7% 599 -0.2%
Feb.2003 29,800 -3.9% 1,719 -0.4% 1,120 -0.5% 964 -0.2% 156 -2.7% 599 -0.1%
Feb.2004 28,800 -3.4% 1,690 -1.7% 1,088 -2.9% 936 -2.9% 152 -2.6% 603 0.7%
Feb.2005 27,700 -3.8% 1,655 -2.1% 1,055 -3.0% 910 -2.7% 145 -4.7% 600 -0.4%
Feb.2006 26,600 -4.0% 1,635 -1.2% 1,046 -0.9% 900 -1.1% 146 0.8% 589 -1.8%
Feb.2007 25,400 -4.5% 1,592 -2.6% 1,011 -3.3% 871 -3.2% 140 -4.1% 581 -1.4%
Feb.2008 24,400 -3.9% 1,533 -3.7% 998 -1.3% 862 -1.1% 137 -2.4% 535 -8.0%
Feb.2009 23,100 -5.3% 1,500 -2.2% 985 -1.3% 848 -1.6% 137 0.4% 515 -3.7%
Feb.2010 21,900 -5.2% 1,484 -1.1% 964 -2.2% 830 -2.1% 134 -2.3% 520 1.0%
Feb.2011 21,000 -4.1% 1,467 -1.1% 932 -3.3% 805 -3.0% 128 -4.3% 534 2.8%

Source: Livestock Statistics, MAFF







