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Cheese, butter weaken. After showing some signs of life last week, dairy prices on the 
Chicago Mercantile Exchange again fell back this week. Forty-pound blocks of cheddar 
were down 3 ¾ cents/lb. for the week, closing today at $1.13/lb. Barrels were off 1 
1/2cents, closing at $1.12/lb. Butter followed suit, dropping 2 ½ cents and closing at 95 ½ 
cents/lb. today. In the futures pit, Class III contracts soured badly, with September 
through December contracts dropping 40 to 65 cents/cwt. Class II contracts don't break 
$11 until January, and $12 until July 2003. Class IV contracts were mostly steady, with 
just Septembers and Octobers dropping a dime each. 
 
MILC payment option. USDA now says producers will have the option of having 
retroactive milk income loss contract (MILC) payments start either in December 2001 or 
a one-month payment for September 2002. MILC payments start at 77 cents/cwt in 
December, but are projected to be close to $1.50 in September. Large producers, 
particularly those shipping 1.3 million lb. of milk per month or more, need to run the 
numbers carefully. For those at the cap of 2.4 million lb., the September-only option is 
pretty much a no-brainer--$18,480 (December) vs. $36,000 (September). Producers must 
sign-up by August 30. 
 
Next year's options. Producers will have the option of telling USDA when they want 
payments to start for fiscal year 2003 (which starts October 1). They can still change that 
designation as long as they do so before the start of the designated month, says USDA 
spokesman Dann Stuart. Official MILC rules will be published in September.  
 
July milk up 2.3%. USDA reported yesterday that July milk production in the top 20 
dairy states was up 2.3% over July 2001. That increase came as a result of 40,000 more 
cows being milked and milk per cow up 28 lb. With sagging milk and cull prices, it 
appears producers are hanging on to everything that will walk through the parlor. July 
cow numbers were running 7,000 head ahead of June as well.  
 
California leads increase. In terms of sheer volume, California was up 177 million lb. in 
July over last year. That came from 58,000 more cows running through its parlors, and 
each of California's 1.65 million cows pumping out 45 lb. more milk in July. In terms of 
percentage increase, New Mexico led with a 15.6% jump in production on 38,000 more 
cows. Idaho was up 5.6% with 23,000 more cows. Even Texas was up 6.7% on the 
strength of 145 lb. per cow more milk. 
 
Midwest still down. Wisconsin and Minnesota are both doing their part to check the 
national production surge. Wisconsin was down 2.5 % (1.5 million lb. of milk per day) 
and Minnesota was down 6% (also 1.5 million lb. per day) in milk. Cow numbers in these 
two states were down 48,000 head compared to a year ago. 
 
Where's heat stress? With hot, dry weather encompassing most of the nation, analysts are 
wondering why heat stress hasn't taken a bigger toll on summer production. Are 
producers managing heat stress better? Perhaps. But the drought, and lower than normal 



humidity particularly in the West, may have something to do with it. There are also 
anecdotal reports that some Western producers are switching to 4X milking to squeeze 
every last drop out of their cash flows.  
 
Not making anymore. The Wisconsin ag department reports that farm real estate values in 
the state have increased 10% from a year ago. Badger State farm real estate values (a 
category that includes land and buildings) now average $2,200 per acre, up $200/acre 
from 2001. Arizona, Massachusetts and Missouri were the only states reporting larger 
single year increases. 
 
Cells counts higher in organic herds. Somatic cell counts are running about 30,000 
cells/ml higher in organic herds in the Netherlands compared to conventional herds, 
reports Wilfried Wesselink, Dairy Today's European correspondent. Researchers believe 
the difference is due to a lack of dry cow antibiotic therapy in the organic herds. Dutch 
producers are being discouraged from going organic because of a glut of organic milk 
and lack of demand.  
 
Cheese appeal. The second biggest tourist attraction in the State of Oregon? The 
Tillamook County Creamery Association's cheese plant in Tillamook. Nearly one million 
people visit the cooperatively-owned creamery annually. Draws at the plant, located on 
U.S. Highway 101 just a few miles from the Pacific Ocean, include an ice cream counter, 
cafe, retail store, gift shop and observation platforms where visitors can watch product 
being made. Oh yeah, the state's top tourism lure is a towering waterfall located east of 
Portland.  
 
  


