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# of
HOUSE FARMS 225.7
JOHN KOCH 35.3
PASCH DAIRY 231.6
MARTIN FOX 45.5
BERNARD BRECHT & SONS 191.9
JUDGE DAIRY FARM 304.6
NORMAN GROSS 105.2
NEYER FARMS INC 1124.9
MATT SEELEY 73.4
ROBERT MILLARD 90.2
CONNERS FARMS LLC 113.6
FOX DAIRY FARM 302.6
STEVENS FARMS 41.9
GAIL & CATHY FRY 40.3
GERALD POHL 223.6
ELI E SHROCK 26.8

MILK FAT PROTEIN TEST DATE
29822 1061 854
29148 1197 838
28696 948 851
26554 985 815
26165 957 808
25328 868 759
25206 979 776
24687 898 759
24512 852 743
24142 1140 748
24057 892 757
20718 678 630
20196 755 614
20081 754 628
19712 709 582
19464 829 604

1/28/2010
2/3/2010
2/9/2010
2/8/2010

2/22/2010

1/20/2010

1/14/2010
2/3/2010
1/7/2010

2/11/2010

1/24/2010
2/11/2010

2/8/2010
1/29/2010
12/30/2009
1/29/2010

GRAIN AND MILK MARKETING MEETINGSFOR 2010

Fred Hinckley, Ogemaw County Extensiol
tor and Milk Marketing Expert, will discuss les
have learned from the last milk cycle. Fred wil
outlook for milk prices and provide marketing g
designed to address the milk price volatility in
market place.

We have found that the meetings have sf
different areas of farming and agriculture busing

%Pi@ﬁ]

Coffee and snacks will be provided.

SHESBS. 908720911 X.302

are now including Grain Market information, too.

1 Dive@ates for these meetings are as follows:
SAI5HiMSOth, June 30th, July 28th, August 25th and

UHEREill be held in room 320, 10 JVPM, at th
a}s Ei County Building, next to MSU Extension

reggbille County MSU Extension office to RSVF

Please cq

beptem
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MONTHLY COW SUMMARY  acTuaL 305 MATURE EQUIVALENT

% PRO-
NAME MILK FAT  %FAT PROTEN  TEN MILK FAT  PROTEIN

NEYER FARMS INC 5026 40940 1367 3.3 1218 3 38079 1313 1162
HOUSE FARMS 343 39799 970 2.4 1047 2.6 34213 864 927
PASCH DAIRY OOOOMOE 38852 1116 2.9 1073 2.8 39199 1157 1077

NEYER FARMS INC 5712 38704 1336 35 1085 2.8 37876 1347 1065

FOX DAIRY FARM 828 36121 1230 3.4 1083 3 34261 1203 1048
NEYER FARMS INC 27 35713 1023 2.9 1098 3.1 31509 932 994
PASCH DAIRY BLACBAR 34741 1208 35 940 2.7 31084 1120 860
NEYER FARMS INC 796 34532 1028 3 976 2.8 36668 1113 1031
NEYER FARMS INC 5494 34261 1136 3.3 963 2.8 32109 1096 914
FOX DAIRY FARM 424 34249 1109 3.2 919 2.7 29142 978 802
FOX DAIRY FARM 295 34164 954 2.8 880 2.6 29669 867 792
NEYER FARMS INC 86 34153 1362 4 1024 3 31399 1271 954
PASCH DAIRY OOMOZER 33801 968 2.9 1026 3 29354 871 916
HOUSE FARMS 554 33728 1032 3.1 890 2.6 33136 1060 886
HOUSE FARMS 263 33668 1336 4 969 2.9 28647 1178 848
HOUSE FARMS 553 33665 1297 3.9 1005 3 32484 1297 976
NEYER FARMS INC 860 33640 1131 3.4 980 2.9 36652 1256 1078
PASCH DAIRY OOBLITZ 33630 1159 34 1037 3.1 33040 1191 1032
BERNARD BRECHT & soNs ODOTTIE 32839 1311 4 946 2.9 31854 1272 921
HOUSE FARMS 671 32744 1011 3.1 893 2.7 37129 1178 1010

Where are milk prices headed?

Dairy markets have shown a spark of life over the past week of trading. However, overall dairy funda
continue to show weakness. Negative fundamentals still remain (e.g., high cheese inventories, sluggish do
mand, lower exports). The most key number, cow numbers, rofeeBaiotal U.S. cow numbers stand at 9,088,
close but far away from the magic number needed for a major turnaround (9.0 M). The USDA had expected
numbers in 2010 to average 8.97 million, but recently finally awoke to reality and revised that number to 9,01
is finally obvious, even to the USDA, that U.S. cow numbers will not dip below 9.0 M in this cycle and we a
again in a growth mode. The confidence and optimism that once surrounded 2010 milk price forecasts has
turned to doubt and pessimism.

Cheese prices have declined since my Feb (2/22/10) report, blocks are-#0WAZY and barrels are dow
(-$0.0350 and the CME block/barrel average is dowsD(043@lb). Since my last report the average Class Ill futt
price for 2010 and 2011 have both decline®D (010%cwt and-$0.3192Zcwt, respectively). As of 3/29/10 Class
prices for the first and second half of 2010 averaged $13.58/cwt and $14.75/cwt, respectively; and $14.91
These Class Il prices would produce USDA Michigan mailbox prices for the first and second half of 2010 of
cwt and $15.52/cwt, respectively. The USDA Michigan mailbox price average for 2011 is $15.59/cwt. Butter
creased (+$0.1150/Ib) since the last report. It is distressing to see how far Class Il prices have fallen since
2010,-$1.5250 and 2011;$0.9559
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Feed prices have moderated versus this time last year with USDA feed prices down-$3.2%¢\t)
vs. last Feb; due to lower corn, soy, and alfalfa hay prices. The milk:feed ratio has been above 2.00 for
secutive months due to lower feed prices and higher milk prices. IOFC for Feb were well above Fe
(+$3.30/cwt) and promise to remain above 2009 despite a weak Class Il market. Some dairy producers ¢
able to breakeven, or even eke out a small profit, if current Class Il prices hold for 2010. However, pr
will make little if any progress on bills that accumulated in 2009. If prices continue their current steady W
ing trend, many producers already experiencing financial woes may be forced out of business. Most pr¢
work with did a good job of cutting production costs in 2009, so there are precious few places to cut in 20

Dairy product commercial disappearance continues as a drag on the market with total commerci
pearance finishing 2009 at a dismall%versus 2008. But, lower fluid prices have created increased fluid d

pearance for the thirteenth time in fourteen months. Cheese consumption remains below trend primari
poor performance in fAiother cheeseso; which 1is 7
i's showing some i mprovement and wil|l continue

cheesed consumption data support tdDect2008i ew wi th

An important reason for the decline in total disappearance was the weakeningwoficalrdairy export
market. C¥2009 total dairy exports were down 39% (vs.-2008); right on target with earlier forecasts. C
overall economy remains weak and the consumer side of the dairy price equation remains an importg
contributing to a slow milk price recovery. USDA recently revised 2010 dairy exports downward due to so
foreign demand. AExpertso remain confident tha
lowing. But this optimism must be tempered by the knowledge that we still have high cheese inventory |
work off. Even if dairy consumption picks up it will likely remain below trend into 2010, unless and until
dairy product exports increase substantially. 1
appearance for 2010 is wildly optimistic. Some rise in U.S. dairy exports is anticipated since milk produ
Oceania and the EU are below expectations. However, world dairy product prices are weakening mak
products less competitive. Also, since the first of the year the U.S. dollar has been strengthening. As a r
perts (e.g., economists at Rabobank) are increasingly pessimistic about all U.S. agricultural exports
There may be some hope with the USD weakening versus the Canadian dollar and Mexican peso; given
are our two largest dairy trading partners. December may be a harbinger of the future as we saw a declir
(vs. Dec 2008) in U.S. exports of NDM/SMP usually our strongest dairy product export and a dairy trade
of $23 M.

So dairy markets continue their weak trend since-Db@d and there continues to be more downside
than upside. | expect the Class Ill market to continue its weak trend until at least May or June, and even
unless there is a drastic change in consumption (domestic or exports) due to a worldwide economic |
Now that production is on the increase a recovery in commercial disappearance is critical! We were recg
ing selling some milk in December; | hope you took that advice!

Below is a list of the major positive and negative market fundamentals | see impacting the dairy n
Factors are not quantitative, so if there are more positives than negatives, or vice versa, do not interpr
favoring a bull or bear market outlook. Producers need to sharpen their pencils, calculate their latest co
duction and market some milk if it is profitable and fits your risk attitude and financial condition. Some we
dicting $18 Class |11 prices sometime in 2010.
would quickly warn producers to not become over bullish and expect prices to top $20. In fact, if we hit

2010 it will be a minor miracle. Formulate a sensible marketing plan and sell small percentages as prede
price | evels are reached if the market strengt.|
the next cycle. Dondét become a victim of the #fAg

The latest USDAVIilk Supply and Demand Estimateport (March) increased forecasted 2010 milk @
put to 189.5 billion pounds (+0.1% vs. 2009) on the basis ®fhe pace of herd r ec
mo n t Horeadasted fat basis commercial disappearance for 2010 decreased to 188.7 billion pounds (+
2009) on the basisgfDai ry exports o-solids basihfor 2010 asetlowerad,dduestdk sligh
weakerthane x pect ed i nternational d e ma Atk 201@ WSDA predittibns fo
average Class lll prices decreased808 to $14.20$14.80; Class IV down 380¢ to $13.65514.35, and the
AAl I Mi |l ko pri ce-$86ri% Popeeadted Wholesale dairy$poduct prises for 2010 were: C
down 7 % to 8 Y2¢ at $1.5681.560; butter up -2¢ at $1.41551.505; NFDM down 4%6¢ cents to $1.135
$0.1.185; and dry whey up ¥2¢ cent to $0-$80410.
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The latest average CME Class 1l futures prices (3/29/10) (Figures 1 & 9, Table 1) are $14.17 (2010
$14.17 (next 12 mos.), and $14.91 (2011). These
box prices (Michigan) of $14.85 (2010), $14.85 (next 12 mos.), and $15.59 (2011)(Figure 10). Remember, {
USDAGs definition of fAmailbox priceo deducts dnal
pay price you should use your own farmds histori
Class Il monthly prices from 199resent. The figure shows the current (3/29/10) CME Class Il futures aver,
for 2010, next 12 mos., and 2011. The graph shows the percentiles for each of these three prices indicating
centage of historical monthly BFP/Class lll prices that were at or below these levels: 2010, 68th; next 12 m
68th; 2011, 78th.

Positive

e Drop in cow numbers JarrDec 2009 greater than even the 2003 declibg6,000); down 230,000 hd in 2004.

e Cow numbers have dropped by 90,000 hd in key western states (CA, AZ, ID, NM, WA) vs. Feb 2009.

o Dairy cow slaughter numbers were up 224,400 hd in 2009 vs. 2008; but down 65,900 in 2010 vs. 2009
3/06/10).

e Total CWT herd retirements in 2009 accounted for 201,565 slaughtered dairy cows and ~4 billion poung
milk (~2.1% of U.S. milk output).

e |OFC are up 89.4% vs. Feb 2009 ($7.00/cwt vs. $3.70/cwt).

o USDA Dairy Market Newg3/19/10) reported as of 3/6/10; 3,101 "Canadian Dairy Breeding Female Impo
came into the U.S. since 1/1/10.

e CPI for dairy products fell in Jan vs. Jan 206R1%); fluid milk prices $0.339/gal lower than Jan 2009.

e Dairy trade surplus in Oct (+$13 M) and Nov (+$6 M); Oct exports were the highest monthly total in a ye
Nov exports increased 2% vs. Nov 2008.

e U.S. dairy exports in Oct and Nov represented 11.2% of total U.S. milk production on a total solids basis.

o Jan marked the fourteenth time in fifteen months of fluid milk sales increases vs. same month last year;
finished +1.1% vs. 2008 in fluid sales; Jan 2010 +0.3% vs. Jan 2009.

e Oceania milk production mostly trails 2008: New Zealand is +2% vs. 2008 and Austréli@2tsvs. 2008;
bolstering optimism for at least a partial revival of U.S. dairy export markets in 2010.

Negative

e U.S. cow numbers increased by 3,000 hd-3dieb.

e Cheese stocks up in Feb vs. Feb 2009: Am cheese, +10.2% and total cheese, +10.2%; twenty first conse
month cheese inventories above last year.

e Total commercial disappearance in 2009 down 1.1% vs. 2008 with 9 of 12 months below the same month
year.

e Total cheese disappearance wasvelbw trend (+2.6%) in 2008 vs. 2007 at only +0.01% and in 2009 it wa
also below trend (+1.8% vs. 2008) despite record monthddar

o« NFDM disappearance very weak in 20626% vs. 2008; butter also very weak&B% vs. 2008.

e The milk: feed ratio has been below 3.00 for twenty seven consecutive months and above 2.0 for only se
the past twenty three months; Feb at 2.38.

e CY-2009 dairy exports down 39% vs. €008 at $2.313 B; total dairy trade deficit in QW09 of $414 M; re-
versed a string of six straight years of growth in U.S. dairy exports.

o Exports of NDM/SMP were down 29% in Dec experienced a $23 M dairy trade deficit.

e CY-2009 dairy exports were the equivalent of 9.3% of total U.S. milk production, down 2 percentage poin
CY-2008.

e The USD has strenghtened vs. foreign currencies over the past six weeks, and experts (e.g., Rabobank)
cerned that further strengthening in 2010 will spark "food inflation" and dampen exports.

e World dairy product prices are weakening making U.S. dairy products less competitive in the world marke
U.S. exports of NDM/SMP down 29% in Dec.

e Although easing, the economic "“crisis" remains a worldwide problem limiting consumer spending and lo
dairy product consumption in both domestic and export markets.
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[ sectement Prices s of 303110 _| Cumulative Probability Distribution =054
BFP/Class Ill Price, 1995-2010
100%
S0 —‘f'_.____/
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T oo 2011 N
= $14.91
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Figure 9: Cumulative distribution graph of USDA announced monthly
BFP/Class Ill prices and current CME averages. (1995-present).
TABLE I. CME Class Il futures vs. historical Class Il averages.
Month/ Last Report CME Futures 95-09 Class Il Difference vs. Difference Change Since Ave. Basis Potential M1
Year 212212010 3/29/2010 Average Class Il Ave. (Last Report) Last Report 2003-09 "Mailbox"'
Jan 10 $14.50 $14.50 $12.78 $1.72 $1.72 $0.00 $1.38 $15.88
Feb'l0 $14.24 $14.28 i $12.20 i $1.09 i $2.05 " s0.04 " 5132 " $15.60
Mar ‘10 $13.31 $12.78 r $12.36 r $0.42 i $0.95 F'osossy [ sor: " 51350
Apr'l0 $12.96 $12.59 r $12.67 r ($0.08) " $0.29 F'osoan [ soaz2 51271
May '10 $13.11 $13.27 " si282 M 5045 i $0.29 " s0u6 " s0.09 " $1336
Jun "10 $13.46 $14.06 i $13.21 i $0.85 i $0.25 " s0e60 " soosp [ $1398
Jul 10 $13.99 $14.44 A TEET F soss i $0.53 " 5045 " 5040 " §1484
Aug 10 $14.59 $14.78 " s1369 F sios i $0.50 " osous " 5045 " s1523
Sep'10 $14.95 $15.10 i $14.15 " $0.95 " $0.80 " 015 " 30.64 " $15.74
Oce'10 $15.09 $14.95 " $13.75 i $1.20 i $1.34 Fosouse [ sio0e " $16.01
Maov '10 $14.98 $14.71 " s34 F 5157 i $1.84 F @oany [ s " $1603
Dec '10 $14.95 $14.54 " s134 S IRE i $1.54 " o4 [ so74 " 51528
Jan 'l $14.96 $14.41 " 31278 " $1.63 i $2.18 " sossy [ si138 F 51579
Feb Il $14.90 $14.38 i $12.20 i $2.19 i $2.71 Fososzy [ s1a2 " 31570
Mar 'l | $14.89 $14.50 i $12.36 i $2.14 i $2.53 F @03y [ so72 M s1522
Apr 'l $15.04 $14.45 " s1267 ' 5178 i $2.37 ¥ @ossy [ soaz " §1457
May 'l | $15.10 $14.80 " s ' si98 i 228 N E I ) " 51489
Jun "1 $15.24 $14.90 " s132 M 5169 i $2.03 " 03 [ soos [ s1482
Jul "1 $15.29 $15.02 i $13.46 i $1.56 i $1.83 P so2m [ sodo " 51542
Aug 'l $15.34 $15.02 " 31369 M $133 i $1.65 " o3y [ so04s " 1547
Sep 'l $15.20 $15.10 o s141s F 5095 i $1.05 ¥ soroy [ sos4 " s1574
Oce 'l $15.60 $15.35 " 51378 " sie0 i $1.85 " o025y [ sio06 " 51641
Mov 'l $15.60 $15.45 i $13.14 i $2.31 i $2.46 P osoasy [ 132 " 51677
Dec'l1 $15.60 $15.55 i $13.41 i $2.14 i $2.19 Fosoos) [ so74 " 51629
Jan '12 $15.70 $15.70 " si27e [ 529 [ an F so00 [ s138 [ si708
Feb '12 $15.50 " s1220 F o s331 i i M 132 " 51682
2010 $14.18 $14.17 $13.14 $1.03 $1.04 (50.01) $0.68 $14.85
Mext 12 mo.[  §14.27 " $14.17 i $13.14 i $1.03 i $1.13 " s0a0y [ so.68 " si4.85
2000 [ $1523 [ $14.91 " s34 ' suL7 i $2.09 " (se3y [ so.68 M 51559

'Potential mailbox price for Ml based on 2003-2008 basis (i.e., basis calculated as USDA MI mailbox price minus Class |l price).
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BRINGING KNOWLEDGE TO LIFE

Q:Why did the cow win
Noble Prize?

A: She was out standing in
her field!

a

Dear Friend of Extension:

The Isabella County/MSU Extension Service is pleased to send
you the enclosed material. The purpose of the Extension Service
of Michigan State University is to provide educational services in
Agriculture and Marketing, Home Economics, 4-H Youth Develop-
ment and Natural Resources/Public Policy. These services are
financed jointly by County, State and Federal funds, and are avail-
able to all without regard to race, color, national origin, gender,
religion, age, disability, political beliefs, sexual orientation, marital
status or family status. If our staff can be of further assistance, we
invite you to contact us by mail, phone or visit us at the office.

s S fco

Mike McFadden, Extension Dairy Agent (mcfadd10@msu.edu)

Paul Gross, County Extension Director

Vera Wiltse, Extension 4-H Youth Agent

Vivian Pifher, SNAP-Ed Program Instructor
Sabrina McGee, BFI Peer

Monica Borgman, 4-H Program Assistant
Belinda Laughlin, Master Gardener Coordinator
Jayme Martin, Administrative Secretary

Nonie Gross, Program Secretary




