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Cheese falters.  
It finally happened this week-the spread between barrels and blocks narrowed to more 
sustainable levels. Unfortunately, that meant blocks came crashing down, losing 12 ¾ cents/cwt 
and ending the week at $1.15/lb. Barrels also softened, losing 2 cents/lb and closing today at 
$1.10/lb on the Chicago Mercantile Exchange. Sales were heavy in the butter pit, with nearly 
700,000 lb. of butter selling today and another one million lb. left on the board. After all was said 
and done, butter actually climbed ¾ cents and closed today at $1.0575. In futures trading, Class 
III contracts dropped this week, with November and December contracts sliding back under $10. 
Most contracts lost 15 to 30 cents this week. Class IV contracts were unchanged, however. 

My Picks for this week: 

Given this weeks dramatic drop in block cheese prices, the following forecasts are adjusted 
downward appropriately.  

 Quota Overbase Class 4a Class 4b 
October $12.23 $10.54 $10.03 $10.72 
November $12.36 $10.67 $10.16 $11.12 
December $12.46 $10.77 $10.16 $11.12 
Milk keeps coming.  
September milk production was up 3.3% in the top 20 dairy states compared to last September, 
USDA reported yesterday. Even more amazingly, USDA revised its August estimate, now saying 
last month's production was up 4.1% (0.2% more than originally estimated). The surge in 
production came as a result of 56,000 more cows on hand and 38 lb. more milk per cow. 

West gains most.  
New Mexico was up 13.1%; Texas, +9.3%; Idaho, 6.1% and California, 5.9%. (Arizona was also 
reportedly up, but USDA is still trying to nail down 2001 production due to some plants being 
misreported last year.) Most other states showed modest gains. Only four states showed 
declines: Minnesota, down 5.1%; Iowa, -3.2%, Pennsylvania, -0.9% and Vermont, -0.8%.  

Big sell-off?  
The big sell-off of cows and herds supposedly running rampant in the country due to low prices 
doesn't show up in the data. Fourteen of the 20 states do show cow number declines from 
August, but only Minnesota shows a significant, 5,000-cow drop. In contrast, five states report 
more cows. Despite $10 milk in California and Idaho, California is up 3,000 cows, Idaho, +1,000. 
Texas is up 1,000 head, but the real surprises are Wisconsin, +3,000 and drought-stricken 
Pennsylvania, +2,000. 

MILC payments begin.  
Secretary of Agriculture Ann Veneman announced today that Milk Income Loss Contract (MILC) 
payments began this week. About $900 million will be dispersed for the "transition period," which 
runs from December 2001 through September 2002. Smaller producers, those at or below the 2.4 
million lb. program cap, will receive an average of $1.08/cwt for all milk produced during that 
period. Producers above the cap will receive less than that average since payments were in the 
77 cents range at the beginning of the transition period. Payments are also being made for the 
2003 program year that began October 1. 

Big herds, big payments. 
Because large herds likely opted to take all their transition payments in September, they stand to 
gain the most since MILC payments for the month will be $1.45/cwt. In October, the start of the 
2003 fiscal year, those payments jump to $1.59/cwt. So large herds, those with 1,400 cows and 



producing 2.4 million lb. of milk per month, could see their combined transition/2003 MILC 
payment at close to $73,000. 

MPC comments sought. 
The U.S. Customs Service is now seeking comments on whether it is misclassifying skim milk 
powder blend imports as Milk Protein Concentrates (MPCs). This allows the blends to escape 
tariffs, since there are none on MPCs. The action comes in response to a National Milk Producer 
Federation petition. Comment period ends November 18.  

Soy milk in schools.  
The Physicians Committee for Responsible Medicine, a pro-vegetarian activist group, is pushing 
USDA to allow soy milk in subsidized school feeding programs. Currently, USDA reimburses 
schools for soy milk only when a student has a doctor's note indicating need. USDA says 
including soy milk literally requires an act of Congress to change existing regulations.  

1X milking.  
Pastures are so poor going into summer on New Zealand's South Island that producers there 
have resorted to milking cows once per day. They're doing so to preserve cows' body condition to 
hopefully ensure cows will re-breed, says Susan Murray, Dairy Today New Zealand 
correspondent. 

Aren't kids great?  
People for the Ethical Treatment of Animals got more than they bargained for last week when 
they demonstrated in front of a grammar school in Aberdeen, Scotland. Some 100 teenage 
students surrounded the protesters, and drenched them with milk for 10 minutes before police 
came to their rescue. Alan Smith, a 16-year-old student, called the protest "a stupid idea. We 
should be encouraged to drink milk, and I certainly won't stop drinking milk just because a man 
has dressed up as a cow outside my school." 
 


