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Cheese dips. Five-hundred-pound barrels dropped 6 cents/lb. this week on the Chicago 
Mercantile Exchange, closing today at $1.0950. Forty-pound blocks also lost 2 ¼ cents, closing at 
$1.1325. Part of the drop, speculate some analysts, came as result of National Milk's 
announcement Monday that it did not have enough milk yet committed to launch its proposed 
supply management program. Butter, after bouncing around just a bit, ended the week where it 
started, closing today at $1.0875/lb. Class III futures took major hits this week, with June 
contracts dropping 60 cents and closing at $9.95/cwt. July contracts dropped 52 cents and 
August contracts, 45 cents. Class IV contracts were unchanged.  

My Picks for this week: My projections are still based on the assumption that while butter prices 
will fall slightly over the next 3 months, cheese prices will increase to about $1.20 by July. Even 
with that optimism, my current projections for the year indicate that the average all-milk price for 
California will be about $10.58 – that’s $0.50 lower than last years average price.  

 Quota Overbase Class 4a Class 4b 
May $11.14 $9.44 $9.55 $9.32 
June $11.25 $9.55 $9.41 $9.60 
July $11.42 $9.72 $9.41 $9.87 
Average 2003 $11.44 $9.74 $9.45 $9.79 
Average 2002 $11.93 $10.23 $10.40 $9.98 
April milk up slightly. Milk production in the top 20 dairy states in April increased just 0.8% over 
last year, USDA estimated this afternoon. The agency also revised downward the March increase 
0.2%, to 1.2%. Cow numbers in these states were still running 42,000 head above year earlier, 
but 11,000 cows less than March. 

California still adding cows. California's April cow numbers were up 4,000 head compared to 
March. But other Western growth states-Idaho, New Mexico and Texas-show no change in cow 
numbers from last month. Wisconsin dropped 3,000 head from March; New York -1,000; 
Pennsylvania, -3,000, and Minnesota, -5,000. 

More milk coming. Dairy production in 2003/04 is projected to increase about 1% as higher 
output per cow more than offsets a reduction in cow numbers. That's according to the May USDA 
World Ag Supply and Demand Estimate report released Monday. Weak milk/feed price ratios are 
expected to improve over 2002/03 levels, which may support gains in production. All milk prices 
in 2003/04 are projected at $11.05 to $12.05/cwt., slightly above 2002/03. 

Teens drink more. For the second year running, teen milk consumption increased in 2002. Per 
capita consumption of milk for teens rose 6% last year, from 22 gallons to 23.5 gallons, according 
to NFO WorldGroup's Share of Intake Panel data. That's a great turn-around, since teen milk 
consumption had dropped the previous four years. The change has come because teen boys are 
continuing to drink milk as they grow older. Ditto, but to a lesser extent, for girls. The bad news: 
Teens still drink more soft drinks than milk. 

But processors lag. Despite the up-tick in teen milk consumption, Tom Gallagher, CEO of Dairy 
Management, Inc., blames processors for flat fluid sales. "Processors aren't taking advantage of 
promotions like 3-A-Day," he says, or doing enough to innovate package size and design. More 
than 90% of fluid milk still retails in either white gallon or half gallons. "Historically, processors 
have been 'wait-and-see' marketers. It does cost money to change some things. But if they did, it 
would be worth it to their brands and their category," Gallagher told Dairy Today Wednesday. 

 



Retail cheese a bright spot. Gallagher noted that retail cheese sales actually climbed 3% last 
year, and are up 4% year-to-date. The trouble spot for cheese has been food service and 
restaurant sales. Some outlets, such as McDonalds and Pizza Hut, have seen foot traffic decline 
6 to 8%. "If that happens, any product that moves through those venues will suffer," he says.  

'Onerous and unnecessary.' The recent proposals to lower somatic cell count limits was 
'onerous and unnecessary,' according to National Milk's Regulatory Register, which summarized 
results of the recent National Conference on Interstate Milk Shipments. Of the 150 proposals 
submitted, 79 were passed by the Conference. The Food and Drug Administration must concur 
before the 79 are incorporated into the Pasteurized Milk Ordinance.  

Energy initiative. Pennsylvania is launching a $5 million initiative to finance clean and renewable 
energy technologies, including methane digesters for livestock operations. Pennsylvania Energy 
Harvest will fund projects using biomass for electricity generation, implementing wind farms, and 
using small-scale solar power systems in rural areas. Deadline to apply is Sept. 19. To learn 
more, check out www.state.pa.us/, PA Keyword: "2003 Energy Harvest Grant." 

No more holy cows. Even the Pope isn't immune from dairy economics. Pope John Paul II has 
decided to sell his herd of Holsteins, due to high production costs, reports Wilfried Wesselink, our 
European correspondent. The cows were housed at the pope's summer residence, Castel 
Candolfo. The milk was both for his own use and for sale to local restaurants. 
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