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Markets tick up.  
Traders were in a holiday mood this week, with cheese, butter and Class III futures contracts all 
gaining a bit of ground at the Chicago Mercantile Exchange. Blocks closed 1 ¾ cents higher for 
the week at $1.1575/lb. Barrels were up 1 ½ cents/lb, closing today at $1.12/lb. Butter jumped 2 
cents/lb, closing at $1.1450. Class III contracts also showed strength, with January through 
October contracts gaining ground, at least by a few cents. The strongest showing came with 
March Class III contracts, up 20 cents/cwt and closing today at $11. Class IV contracts were 
unchanged. 

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

December $11.66 $9.96 $10.50 $9.44 
January ‘03 $11.79 $10.10 $10.54 $9.64 
February ‘03 $11.46 $9.77 $10.24 $8.94 
January MILC $1.40.  
Late last week, USDA announced the January Class I mover at $10.56/cwt, up 4 cents from 
December. That makes the January Milk Income Loss Contract payment $1.40/cwt, down from 
$1.42 in December. Since October 1 (the start of the new government fiscal year), the monthly 
MILC payment has averaged $1.45/cwt.  

Cow slaughter accelerates.  
Even though dairy cow slaughter is running just 3,000 head greater than last year-to-date, the 
number is a bit deceiving. Recall that slaughter numbers were down markedly early in 2002 as 
milk prices were still quite favorable. Since July, cow slaughter has been 84,000 head above 
year-earlier levels. That certainly suggests producers are starting to cull heavier.  

NDHIA seeks direction.  
The National Dairy Herd Improvement Association will be holding three meetings January 10 and 
11 to gather input on future direction. Paul Miller, NDHIA executive director, resigned earlier this 
month. The meetings, with industry, former NDHIA members and current managers and officers, 
will try to discern industry needs before moving forward, says Harlan Borman, NDHIA president.  

Large herd impact.  
Half the milk supplied to the Central Federal Milk Marketing Order was produced by 629 of the 
largest herds in October. It took 8,629 small herds to supply the remainder, according to analysis 
done by the FMMO administrator's office in Shawnee Mission, Kan. Just 117 herds of the largest 
herds, or 1%, supplied 25% of the milk pooled on the Central Order. The other amazing fact: 49% 
of the milk pooled on the Central Order was produced in herds outside of the order. (Large herds, 
which produce a tanker load of milk per day or more, can easily move milk to higher value 
markets.) 

"Summer of cheese(tm)"  
Pizza Hut's Summer of cheese(tm) promotion used more than one million lb. of cheese, or the 
equivalent of more than 10 million lb. of milk. The promotion brought back the Insider(tm) pizza, 
which uses a one-pound blend of Parmesan, mozzarella, Monterey Jack, provolone and cheddar. 
The promotion was done jointly with Dairy Management, Inc.  

It's not the money.  
The U.S. win over a dispute with Canadian export subsidies was much more than the $35 million 
in affected dairy trade. (See last week's eReport.) "First and foremost, it settles the question of 
precisely what constitutes an export subsidy," says U.S. Dairy Export Council president Tom 



Suber. "Without this clarification, we had real concerns that other countries would not fulfill their 
negotiated obligations. Equally important, we have been concerned that other WTO members 
might adopt similar schemes to circumvent their WTO obligations." 

Feta fight.  
Denmark has sued the European Union for allowing Greece to be the sole producer of feta 
cheese. In October, Greece had received "designation of origin" protection on feta. But other EU 
members, notably Denmark, Germany and France, also produce feta. Denmark's challenge says 
"designation of origin" protection is simply a non-tariff trade barrier. Dairy trade officials around 
the world are watching this case with interest, since it goes to the heart of non-quota 
protectionism. 

Milk protein kills cancer. 
Lacto ferracin, a protein found in milk, kills cancer cells but leaves normal, healthy cells intact, 
according to research at Dalhousie University, Halifax, Nova Scotia. It's particularly effective 
against leukemia. The added benefit is that lacto ferracin does not cause nausea, mouth ulcers or 
hair loss. Human testing has not yet begun. 
 


