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Milk production flat, prices rally: Class III and IV milk futures
prices saw their first significant rally this year coming off the heels
of a lackluster USDA Milk Production Report that showed total milk
production was essentially flat in the U.S. in 2023. For the month of
December, total milk production was down 0.3% from a year ago to
18.843 billion pounds. Total cow numbers fell 39,000 head year over
year to 9.357 million head in the U.S. in December. Milk production
per cow for the month was up just 1 pound at 2,030 pounds.

Cow numbers in the nation’s dairy herd are now at their lowest
level since June 2020. The nation’s dairy herd continues its gradual
shift from the western region to the Midwest and East. States in the
western region of the country lost 51,000 cows year over year, based
on December’s report. States in the Midwest gained 29,000 head,
and states in the East were up 4,000 head. Pennsylvania’s dairy herd
stayed flat year over year at 465,000 head, falling 1,000 head from
last month’s report.

Looking at the top eight dairy producing states showed mixed re-
sults. California’s total milk production was down 1% in December,
while Wisconsin’s total milk production was up 0.5%. Idaho’s milk
production was down 0.7%, while New York was up 1.4%. Texas’
milk production fell 0.7% year over year, while Michigan was up
0.9%. Minnesota’s production was down 1.4%, while Pennsylvania’s
total milk production was down 0.8%.

The nation’s dairy herd produces 226.551 billion pounds in 2023,
with an average of 24,114 pounds per cow. Annually, both total milk
production and milk production per cow was flat from a year ago.
Annual cow numbers in the nation’s herd fell just 7,000 head, with
the USDA report adjusting milk production and herd size figures for
previous months back to April. Essentially, however, the report con-
firmed a gradual trend toward increasing milk production in the first
half of 2023 followed by decreasing production in the last half of the
year. The declining milk production hasn’'t contributed to declining
cheese inventories.

Prices change daily. This market information is an example for educational purposes.
The market data below are compiled weekly by Farmshine, via CME & USDA reports.
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lion pounds from November
but down 0.2% from a year ago. American-style cheese inventories,
including Cheddar, were up 1.5% from a year ago to 837.8 million
pounds, while other type cheese inventories were down 2.1% from
a year ago to 583.6 million pounds. Butter inventories were down
13 million pounds from November to December, representing the
largest month-to-month decline for this time of year since 2004. A
total of 199.53 million pounds of butter was held in storage at the
end of December, 7.8% less than a year ago.

The CME futures market showed strength last week in dairy com-
modity prices, pulling up both Class III and Class IV prices. Class III
milk futures prices for the first six months of 2024 increased about 45
cents from a week ago to an average of $16.86 per hundredweight.
CME Class IV futures prices for the next six months increased an
average of about 65 cents to $19.89 per cwt. Still, the January Class
III price is set to fall off the CME board this week at nearly a dollar
below where it was in December. The January Class III futures price
is currently at $15.20 per cwt., while Class IV is sitting at $19.25
per cwt. As a comparison, the USDA announced Class III price was
$16.04 for December.

If you're looking at risk management strategies for 2024, you’ll
have to wait a little while longer to leverage the USDA Dairy Margin
Coverage Program. Late last fall, USDA announced an extension of
the existing Farm Bill through Sept. 30, 2024, which would allow for
the DMC program authorized under this Farm Bill to be extended
through the calendar year of 2024. However, details on the 2024 en-
rollment process have yet to be announced. Last week USDA sent out
a notice that they are updating their DMC software. Current expecta-
tions are that enrollment may open in February or March, with any
payments retroactive to January’s milk.

*AVG = CME DAILY FUTURES & OPTIONS TRADING — JAN. 31,2024 AT THE CLOSE
’2;;.’:?; JAN-24 FEB-24 MAR-24 APR-24 MAY-24 JUN-24 JUL-24 AUG-24 SEP-24 O0CT-24 NOV-24 DEC-24 miia\h
North- CLASS Ill MILK FUTURES ($/CWT) vs. wk ago: Feb-Apr $0.50-1.00 higher, May-Nov $0.15-0.45 higher, Dec fully steady. 12-Month Avg. 17.5211
;\E/Ié’.’j_tgg; 1520 16.10 1691 1720 1763 1791 18.08 1825 18.35 18.32 18.31 18.00 m
CLASS IV MILK FUTURES ($/CWT) vs. wk ago: Feb-Jun fully $0.75-1.00 higher, Jun-Nov fully $0.55-0.70 higher, Dec. $0.40 higher. 12-Month Avg. 20.2811
*’:"m('" 19.25 19.76 1992 1999 2020 20.35 20.50 2070 20.88 20.87 20.72  20.20 il
Price  CLASS Il MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium
f‘:’ggg 15.25 CAB 16.00 0.10 17.00 0.53 16.250.67 17.750.83 18.00 0.92 18.00 0.89 18.251.02 18.251.01 18.251.07 18.251.14 18.00 1.20
Cost MILK BASIS ($/CWT) — 2017-22 PA BASIS AND AVG PA/NY/VT/OH — YOUR INDIVIDUAL BASIS WILL VARY (MAILBOX - CLASS 3)
percwt. PA 117 0.62 1.53 2.29 1.82 1.58 0.99 1.03 0.95 0.79 0.60 0.79
YELLOW *v6 0.85 1.67 2.55 2.15 1.66 1.45 1.25 1.31 1.15 0.69 0.74 1.38
= DMC OFFICIAL GROSS MARGINS per cwt(USDA All-Milk, comn, alfalfa & lll. soybean, feed for ALL CLASSES of dairy cattle on farm) Updated with NEW prem. alfalfa feed cost
payment  pmc SEP-22 OCT-22 NOV-22 DEC-22 JAN-23 FEB-23 MAR-23 APR-23 MAY-23 JUN-23 JUL-23 AUG-23 SEP-23 0CT-23 *NOV-23
triggered 8.62 1071 10.89 9.76 7.94 619 6.08 584 4.83 3.65 352 6.46 8.44 944 *9.58 11

U.S. AVG PREMIUM ALFALFA & ALFALFA/GRASS HAY 20-22% CP - Source: USDA Monthly National Dairy Comprehensive Report
SEP-22 OCT-22 NOV-22 DEC-22 JAN-23 FEB-23 MAR-23 APR-23 MAY-23 JUN-23 JUL-23 AUG-23 SEP-23 OCT-23 NOV-23 *DEC-23

290.70 300.10 289.50 296.50 266.60 297.25 277.00 290

00 292.86 24427 254.92 24350 23850 217.82 240.41 *231.7 Ll

U.S. AVG. BRED COWS & HEIFERS (3rd trimester) per head as reported by USDA Monthly National Dairy Comprehensive Report

1265 1310 1290 1300 1250 1352 1342 1330 1400 1559 1502 1540 1500 1741 2108 *N/A
-, U.S. AVG. FRESH COWS per head as reported by USDA Monthly National Dairy Comprehensive Report
: 1384 1701 1526 1531 1436 1487 1493 1544 1469 1792 1615 1634 1643 1830 1988 *N/A
CORN FUTURES ($/BU)
MAR-24 MAY-24 JUL-24  SEP-24 DEC-24 MAR-25 MAY-25 JUL-25 SEP-25 DEC-25 MAR-26 MAY-26 REND
4482 4584 4.664 4714 4800 4914 4970 4990 4.872 4.882 4.970 4.994 1l
WEEKAGO
4522 4624 4706 4.752 4822 4932 4986 5.004 4.872 4876 4.962 4.994
. SOYMEAL FUTURES ($/TON)

il MAR-24 MAY-24 JUL-24 AUG-24  SEP-24 O0CT-24 DEC-24 JAN-25 MAR-25 MAY-25 JUL-25 AUG-25 REND
5\ 368.3 3641 366.6 366.5 364.8 361.7 362.6 362.7 361.4 3614 362.8 361.0 Mixed
WEEKAGO
363.3 363.0 365.8 365.7 364.6 3621 3636 363.7 3622 361.8 363.0 360.9

*=neEw PAMILK MARGIN & IOFC-LATEST PSU VALUES - *OCT. 2023

CME DAIRY CASH-SETTLED FUTURES ($/LB) 01/31/24  SPOT CASH TREND

FEED COST  IOFC ($/COW  PA MILK MARGIN JAN24 FEB24 MAR24 APR24 MAY24 JUN24 JUL24 01/31/24
FEED = ($/CWTmilk) @ 75 Ibs milk) ($/CWTmilky  NFDM 1.200 1.220 1.235 1242 1252 1.273 1280 11  1.2300NC
$CWT.  *OCT. (estimateq) *7.631! *11.3811 *47.101T  WHEY 0435 0462 0475 0488 0475 0470 0470 1T 0.470011
10Fc = PREV MO 8.02 10.11 16.13 BUTTER 2.623 2710 2710 2.717 2751 2760 2780 1T  2.765011
$/COW YR AGO 9.21 13.26 20.18 CHEESE 1525 1592 1675 1.695 1.747 1775 1791 11 See Below
Covers ONLY lactating feed, based on 75 Ib herd avg, Buff, NY soy price CME SPOT CHEESE: BARRELS 1.5200 /40 LB BLOCKS 1.6500 11/ 11
**USDA SEP-23 *
_ALicBEwisoc *=NEW ANNOUNCED FEDERAL ORDER PRICES (s/cwn CURRENT FEDERAL ORDER VALUES ($/LB) * = *NEW
'SE gzﬁgg g:gg §$:11 CL I ADVIL *CL 1Tt *CL il *CL IV 1T *ALL-MILK-U.S *ALL-MILK-PA | WEIGHTED AVG. 4-WK JAN. 1- 27,2024 JAN. 2024
ot $32.20 408 So138  17.99(FeB) *20.04wan) *15.17an) *19.39uan) *20.600c) Ll *21.80(0Ec) | PRODUCT VALUE MAKEALLOW NET COMPONENTS
'O $2170 595 $307 MONTHAGO 4.35F 4.22F *CHEESE 15226 0.2003 1.3223 L *PROT  1.1265l!
os150 401 Sa0ss 1848 1988 1604 1923 217043 2310424 |*BUTTER 26294 0.1715 24579 Ll *B.FAT 297651
oA P e YEARAGO *NFDM  1.2112  0.1678  1.0434 TT*N.FAT  1.03301T
At 2t 20.78 21.61 19.43 20.01 247042F 2550 441F | *DRYWHEY 0.4338 0.1991 0.2347 11 *OTHER  0.241711
:'l} 5 %g’gg 2-33 gggg CATTLE - DAIRY PURPOSES($/HD) JAN. 10, 2024, New Holland PA) Receipts down slightly from a year ago, but over half (58%) were fresh milking cows and springer cows and heifers,
Mi $20.30 4.01 $19.78 22% bred cows and heifers, 9% open heifers. Prices $100-200 lower, except bred cows higher.
(N 52050430 $1952 COWS: Fresh  Bred Springing HEIFERS: Bred Springing Beefx Open: 300-600 Ibs BeefX 600-900 Ibs BeefX 900-1100 Ibs BULLS(800-1300bs
T 2130413 $19.2 1975 1900 1750 Lo 1700 1800 700 825 N/A NIA
NEIKS$19.70 4.1 $18.79 MONTH PRIOR
'NM $19.20 3.8 $17.96 2075 1600 2125 1650 2100 975 1350 1150
pice PA Auction Markets Jan. 25-30, 2024 FED HOLSTEIN STEERS ($/CWTLIVEWEIGHT)  CURRENT BeefX WEEKAGO  YRAGO
ar\,/;r?ng;jdio CULL MARKET COWS ($/CWT LIVEWEIGHT Choice & Prime 1250-1550 Ibs light test 152.00(ltd) 152.00 130.00 11
lwerend Premium White  Breakers Boners Lean  BULLCALVES: No.1&2,90-130 Ibs 385.00 625.00  350.00 625.00 165.00 11
common 107.001t 101.3511 95.2511 70-85 Ibs 350.00 73500  400.00 710.00 165.00 Il
Average e 7Y/ Y o R — -
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