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Markets muddled. Forty-pound blocks of cheddar actually gained ¼ cent/lb this week on 
the Chicago Mercantile Exchange, and closed today at $1.1575/lb. But that was it for the 
good news. Barrels dropped 4 ¾ cents, closing today at $1.08/lb. That leaves nearly an 8 
cent spread between blocks and barrels, suggesting one or the other is going to have to 
give. Butter ended the week down ¾ cent/lb, closing today at 95 ½ cents/lb. On the 
futures market, Class III futures continued their southern trek, with contracts through July 
of next year showing losses. September is now trading at $9.91, and October, $10.05. 
Class IV contracts were unchanged for the week.  
 
My picks for this week: Despite the lack of movement on cheese and butter markets in 
the last couple of weeks, with kids back at school and seasonal food requirements 
changing, I expect cheese prices to increase steadily over the next three months to levels 
around $1.30 - $1.35 per lb. Butter prices however will probably continue to hover 
around the $1.00 - $1.05 level for the remainder of the year.  

 Quota Overbase Class 4a Class 4b 
August $11.61 $9.91 $9.95 $9.73 
September $11.84 $10.14 $10.16 $10.13 
October $12.29 $10.59 $10.16 $11.12 
November $12.68 $10.98 $10.16 $11.61 
 
MILC deadline today. Dairy producers have until the end of business today to sign up for 
their 2002 Milk Income Loss Contract payments if they want to receive all their 
payments based on September 2002 production. Producers actually have two options: To 
start transition payments in December 2001 (September 30, 2005 deadline) and forward 
until the 2.4 million lb. cap is reached, or take payment for September 2002 milk 
production only. Producers with less than 1.3 million lb. of milk per month will likely opt 
for the December start, even though MILC payments start at 77 cents/cwt. Large 
producers will likely opt for September payments, because projected payments/cwt are 
nearly double that of December's. 
 
Fourth drought year in a row. Pennsylvania's drought has reached crisis stage in many 
locales, says Bryan Swistock, a Penn State water resources expert. "Three counties are 
seeing groundwater and wells at all-time lows," he says. Record low stream flows have 
been recorded in four of the 14 counties that are under a drought emergency declaration. 
Some farmers have already suffered 100 percent crop losses. "This will be the fourth year 
in a row that farmers have had losses due to drought," says Swistock. 
 
Midwest rebuffed. U.S. District Court Judge William Griesbach rebuffed Midwest dairy 
interests yesterday, throwing out their challenge to a USDA ruling that tightens pooling 
provisions in the Mideast Federal Order. Wisconsin and Minnesota proponents argued the 
tighter restrictions would cost the average Midwest dairy farm $2,000 annually. But the 
judge ruled the plaintiffs had no legal grounds to challenge the ruling. 
 



Worst-case estimates. Officials in the Minneapolis Federal Order office told Dairy Today 
the $2,000 annual loss figure is probably a worst-case scenario. That could happen if all 
400 million lb. of milk per month pooled outside Order 30 comes back into the Midwest. 
If that would happen, producer price differentials could fall 17 cents/cwt. USDA's ruling 
tightens, but does not totally restrict pooling. If 200 million lb. would end up back in the 
Midwest, blend prices would fall about 9 cents/cwt. 
 
Disingenuous arguments? Outside observers are calling the Midwest's arguments a bit 
hypocritical. In February, the Midwest successfully tightened its own pooling 
requirements to prevent California milk from coming into the Midwest. "As long as there 
are different prices in different orders, we'll continue to get these fights," says one source. 
"The only solution is shared, national Class I utilization, and that's not going to happen."  
 
South Dakota ground-breaking. Davisco Foods and Land O'Lakes broke ground Tuesday 
for a $40 million, state-of-the-art mozzarella cheese plant at Lake Norden, S.D. The plant 
is being called the largest, free-enterprise investment in the state's history. The plant will 
initially process milk from 30,000 cows, and eventually expand capacity to 75,000 cows. 
Construction on Phase 1 is expected to take 15 to 18 months. 
 
Exports to rebound. USDA is projecting agricultural exports will rebound strongly in 
2003, including a 10% surge in dairy. However, USDA also projected that U.S. dairy 
exports will finish fiscal year 2002 (which ends September 30) down $440 million at 
even $1 billion. It projects exports to climb to $1.1 billion in 2003. The value of dairy 
imports are expected to climb about 4% this year to $1.8 billion this year, then fall $100 
million next year. 
 
DEIP frustrations. The U.S. Dairy Export Council (USDEC) is frustrated with USDA for 
not announcing the new round of Dairy Export Incentive Program subsidies. The 
program could have begun July 1. U.S. exporters are having to turn away Latin American 
and Asian customers as a result. "We are mystified as to why this legitimate and effective 
program lies idle while our customers go begging," says USDEC CEO Tom Suber. 
 
Consolidation sky-rockets. The National Milk Producers Federation, based off USDA 
numbers, reports consolidation in the U.S. dairy industry is continuing at a rapid pace. In 
2001, 39% of all milk produced came from herds with 500 or more cows. That's up from 
29% just four years earlier. Even more amazing, the 325 herds with 2,000 or more cows 
produced 21 billion lb. of milk in 2001. That's 12% of U.S. production, or 50% more than 
the combined marketings from the 27,000 herds with less than 50 cows. 
 
  


