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Butter up. Butter gained 8 _ cents this week on the Chicago Mercantile Exchange,
climbing 6 _ cents Wednesday and another 2 _ cents today. It closed the week at
$1.2875/lb. Cheese stagnated, however. Forty lb. blocks of cheddar closed _ cent lower
for the week at $1.2150/lb. Barrels haven't budged an inch since Feb. 5, closing again
today at $1.1875/lb. Despite little movement in cash cheese, Class III milk futures
softened this week, with March, April and May contracts declining +20 cents/lb. Most
other 2002 contracts were off marginally. Class IV contracts varied this week, with
March and July through October contracts gaining 5-20 cents/lb.

My picks for this week
Quota Overbase Class 4a Class 4b

February $12.66 $10.96 $11.13 $10.55
March $12.62 $10.93 $11.04 $10.65
April $12.80 $11.10 $11.08 $11.14

January milk up 1.8%. USDA reported this afternoon that January milk production was
up 1.8% in the top 20 dairy states compared to last year. This follows on the heels of a
1.2% jump in December. Cow numbers lagged year earlier levels by 44,000 head from
January 2001, and 10,000 head less than December 2001. New Mexico saw the greatest
percentage gain, +15.3%, over year-earlier production. Ohio surged 7.3%, Idaho 6.3%,
and California, 4.1%. Minnesota saw the steepest decline in production, down 5.1%.
Wisconsin was down 2.8%.

$2 billion for dairy. The U.S. Senate passed its version of the Farm Bill Wednesday,
including a $2 billion, five-year package for dairy. Other provisions, such as the
extension of the dairy price support program, are similar to the House version. The $2
billion counter-cyclical package would divide the country into two regions: The
Northeast and everybody else. The Northeast, with 25% of producers, would be entitled
to $500 million. The remaining $1.5 billion would be reserved for producers in the rest of
the country.

How it would work. The Northeast would get price protection on Class I prices, receiving
45% of the difference between the Class I price in Boston and $16.94. The rest of the
country would receive 40% of the difference between the current all-milk price and a
rolling five-year average of that price, when the current price falls below the rolling
average. All producer payments would be subject to caps, either the average of milk
marketings for fiscal years 1999 through 2001, or eight million lb., whichever is less.

Returns would vary regionally. Projecting payments is difficult, given market unknowns.
But Ken Bailey, a Penn State dairy economist, calculated what payments would have
been for the past five years had the program been in effect. On average, Northeast
producers would have received 57 cents/cwt from 1997 through 2001. Payments would
have ranged from 96 cents/cwt in 2000 to 18 cents/cwt in 2001. The counter-cyclical
payments in the rest of the country would have averaged 20 cents/cwt, ranging from 72
cents/cwt in 2000 to nothing in 1998.



Conference not named. Due to difference in the Senate and House versions, a conference
committee will have to work out differences. That committee has not yet been named.
With President's Day Monday and Congress in recess all next week, work won't likely
start until the end of February or even early March, says Chris Galen, spokesperson for
the National Milk Producers Federation. "It'll probably be Easter before a Farm Bill is
passed," he says. "That's the ETA we're expecting."

Local control is the goal. Lawsuits and litigation are still holding up construction of new
dairies in Tulare County, California. However, county officials are working toward the
day when they will be able to issue permits again. The greatest challenge: developing a
legally defensible and environmentally sound program. "We expect to meet the challenge
and most important, we expect to win," says Mike Spada, Tulare County Counsel's office,
speaking at World Ag Expo Tuesday.

Dairy growth anyone? Several exhibitor booths at World Ag Expo advertised for dairy
operations, including the Imperial Valley, Southeast Oregon, South Dakota, Kansas, Iowa
and the Texas Panhandle. Dairy expansion and growth is taking place nation-wide, says
one builder. You don't hear much about growth in the southeast and northeast, but it is
happening, more so on small- to medium-sized farms that are renovating.

So where are they? The January 1 ratio of dairy herd replacements to milk cows, at nearly
45%, was a record, USDA reported Wednesday. The ratio also exceeded 44% last year
and in 1999. The only other time this occurred was during the Dairy Diversion Program
in the mid-80s. So why are heifers in such tight supply? "Rising average culling rates and
the need to fill newly expanded facilities created the extraordinary heifer demand that has
outstripped demand," says USDA economists.

FMD farms repopulate. About half of the dairy farms that were depopulated due to Foot
and Mouth Disease in Great Britain will eventually re-stock, believes consulting
veterinarian James Booth, Worcester, England. Immediately following the crisis, surveys
suggested that only about a quarter of affected farms would restock. "But as these farmers
looked around at their alternatives, it seemed that starting fresh was really their best
alternative," says Booth.

That'll be tasty. The U.S. Defense Department has granted Washington State University
$460,000 to develop a Meals, Ready to Eat (MRE) macaroni and cheese dish that
survives three years after it is cooked. Current technology used to sterilize other MRE
foods turns mac and cheese "unappetizingly soggy."


