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Good news.  
Cash prices for 40 lb. blocks of cheddar cheese climbed to $1.12/lb Tuesday, and held through 
today. Barrels slowly inched up as well, reaching $1.09/lb Thursday and closing today 
unchanged. Thus, blocks gained 3 ½ cents/lb this week; barrels, 4 cents. Though butter gained ¼ 
cent Monday, it lost it today and remained where it started the week at $1.0875. On the futures 
market, Class III contracts gained momentum from the cash market gains, with contracts through 
the end of the year gaining ground. October contracts topped the market at $11.83, up 37 
cents/cwt this week. Conversely, Class IV contracts all softened this week, with April now trading 
a nickel below $10.  

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

April $11.12 $9.42 $9.63 $9.25 
May $11.24 $9.54 $9.67 $9.44 
June $11.43 $9.73 $9.46 $9.94 
Summer price recovery?  
Mark Stephenson, a Cornell University dairy economist, says there's "a good chance of some 
significant price recovery" by June or July. He says Class III prices could break the $13 barrier by 
then, if two things happen. First, cows numbers and production per cow must slow. "Current milk 
prices are low enough that I think you'll see that happen," he says. Second, there must be a 
reduction in commercial stocks. 

Not far-fetched.  
Stephenson says USDA's Commodity Credit Corporation has been buying substantial amounts of 
dairy products of late. Plus, Dairy Export Incentive Program sales have picked up. There has also 
been lackluster production in New Zealand and Australia due to drought. So export sales should 
pick up. "Once that happens, the domestic trade will get nervous about their fall needs, and 
higher prices almost become a self-fulfilling prophecy," he says. Sixty-five thousand U.S. dairy 
producers hope he's right. 

2002 mailbox averages $11.91.  
USDA reports mailbox milk prices (net price after premiums and deductions) averaged $11.91 in 
2002. The high water mark came in January 2002, at an average of $13.34. The low hit in July, at 
$10.95. Florida reports the highest average mailbox price for the year, at $15.23. Utah was the 
bottom feeder, at $10.74. California mailbox prices average $11.01 through the first 11 months of 
2002. 

Disappointing trade talks.  
USDA Secretary Ann Veneman Monday expressed disappointment, but not surprise, over 
resistance to reforming world agricultural trade in the Doha round. "The core question is whether 
the members of the World Trade Organization are willing to step up to the challenge of serious 
reform of world agricultural trade, a goal we specified in the Doha mandate," she says.  

DFA changes leadership.  
Tom Camerlo, a Florence, Colo. dairy producer, was elected chairman of the Dairy Farmers of 
America Board of Directors this week. He replaces Herman Brubaker, West Alexandria, Ohio, 
who retired. Camerlo also serves as president of the National Milk Producers Federation. 

Susan Lee new NDHIA pres.  
Susan Lee, Jerome, Ida. was elected president of the National Dairy Herd Improvement 
Association at its annual meeting last week. She and her husband milk 200 Holsteins and Milking 



Shorthorns. ReQuest, Ltd., Madison, Wis., was also named interim management of NDHIA, with 
David Sellner serving as operations officer. 

Farm-retail spread.  
Federal Order analysis of Class I prices compared to retail prices for whole milk shows an inverse 
relationship. When Class I prices jump, so does the Class I percentage of the retail price. In a 
high Class I year like 2001, the Class I price represented about 45% of the retail price in St. 
Louis, Denver, Oklahoma City and Omaha. This year, the Class I price represents about 35% of 
retail prices. 
 
Spreads vary by market.  
The spread between Class I and retail fluid milk prices also varies by market. In St. Louis, the 
spread fluctuates between $1.75 and $2 per gallon. In Denver, the spread is much more volatile, 
ranging from a high of $2.60 per gallon to a low of $1.40. The analysis, done by the Market 
Administrator's office in Lenexa, Kan., also shows retail prices generally come down as Class I 
prices fall. 

Tight Kiwi margins.  
With a pay-out of just $2 per kilogram of milk solids, many New Zealand producers will have a 
difficult time holding on to employees. "One producer milking 500 cows will only gross $730 per 
cow, and he has to pay all his working expenses, fertilizer, maintenance, and so on," says Susan 
Murray, Dairy Today's New Zealand correspondent. "There's no way he'll employ someone else 
now that the payout is so low." 
 


