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Futures dip. With the exception of September and October Class III milk futures, prices 
at the Chicago Mercantile Exchange dropped this week. October closed today at 
$10.45/cwt, above Monday's $10.16. September stayed at $9.85/cwt. Remaining monthly 
milk future prices dipped to under $11/cwt. until next February. Class IV milk closed 
under $11/cwt. through March 2003. CME cash butter closed unchanged at 99 cents/lb., 
slightly above the week's .9867-cent average. Cash cheddar blocks and barrels closed at 
$1.2650/lb. and $1.14/lb., respectively. Both were up from weekly averages of $1.23/lb. 
for blocks, $1.126/lb. for barrels.  
 
My picks for this week:  

 Quota Overbase Class 4a Class 4b 
September $11.56 $9.86 $9.78 $9.82 
October $12.00 $10.30 $10.16 $10.62 
November $12.55 $10.85 $10.16 $11.61 
 
August milk up 3.8%. Milk production in the top 20 dairy states surged 3.8% in August, 
the largest monthly jump in a year where milk just continues to flow. USDA also 
estimated Tuesday that total U.S. milk production in all 50 states jumped 4% in August. 
Cow numbers in the top 20 states were up 51,000 head over year-earlier levels and 3,000 
head over July 2002. In all 50 states, cow numbers were reportedly up 80,000 head over 
last year and 4,000 over last month. 
 
Cow slaughter up, too. Even though cow numbers are reportedly up, dairy cow slaughter 
is also running ahead of year-earlier levels, USDA reported last Friday. In fact, according 
to the report, we've been killing more dairy cows (compared to last year) since mid June. 
Since that time, 38,000 more dairy cows have moved through Federal slaughter facilities 
than last year. Question is if we're killing more cows and we're milking more cows, 
where are they all coming from? 
 
Slow price recovery. USDA predicted this week that 2002 milk prices would average 
$3/cwt less than last year. That's the largest proportional drop in prices in 50 years! 
Recovery will be slow. Fewer herds are exiting, holding on for their Milk Income Loss 
Contract payments. Plus, huge stocks of dairy products and unusually sluggish demand 
are weighing down the market as well. 
 
$752 million available for drought-stricken livestock farms. USDA announced that 
approximately $752 million in emergency funding would be made available under the 
new Livestock Compensation Program. The program offers compensation for livestock 
operations that have received primary disaster designation due to drought in 2001 and 
2002. Plus, it covers producers in counties that have pending disaster designation 
requests. Sign up begins Oct. 1 with payments made soon thereafter. Payments will be 
based on feed consumption data. Dairy operations will receive $31.50/cow. 
 



Drought map. To get some idea of the pervasiveness of this year's drought, go to: 
www.ers.usda.gov/publications/so/view.asp?f=livestock/ldp-mbb/ The map is contained 
in this month's Dairy, Livestock and Poultry report. Scroll to page 2.  
 
Wait on alfalfa. If you're farming in one of these drought areas, there's a huge temptation 
to cut fourth- or fifth-cutting alfalfa now. Don't do it, warn agronomists, or risk severe 
winterkill. "Harvest alfalfa only after two or three nights of hard freezes, not after the first 
killing frost," advises Rob Kallenbach, an agronomist with the University of Missouri. 
Cutting alfalfa after an early frost causes the plant to send up new shoots, depleting 
energy reserves in the taproot needed to survive winter. 
 
Navigating the water/waste management maze. To help producers navigate through state 
and federal non-point rules and farm bill provisions, the Professional Dairy Producers of 
Wisconsin website is a helpful one-stop information stop. Check out the various fact 
sheets and hot links at www.pdpw.org. PDPW executive director and dairy producer 
Shelly Meyer encourages producers to follow approved conservation plans to qualify for 
state and federal programs and to get involved in land-use discussions. Nearly all 
decisions to allocate farm bill dollars will be made at the local committee level so 
producers should ensure their concerns are heard. 
 
Complaining pays off. We reported August 30 dairy industry frustrations with USDA's 
failure to announce Dairy Export Incentive Program allocations for this marketing year. 
Last Friday, USDA finally acted, announcing 24% of its allocation tonnage (based on 
subsidy limits) for powder, butterfat and cheese. The rest will be announced in additional 
allocations prior to June 30, 2003, the end of the marketing year. 
 
Minnesota's dismal SCC. You don't want to kick someone when s/he is down. However, 
at the Minnesota dairy leaders' meeting last week, it was briefly discussed that the state 
has the highest DHI herd somatic cell count (SCC) average among the top 10 dairy states. 
In 2001, Minnesota's SCC average was 420,000. Washington averaged the lowest with 
275,000.  
 
German cheese demand lags. The United States is not the only country experiencing 
sluggish cheese demand. German consumers purchased 3% less cheese in the first half of 
2002 compared to a year ago, reports our European correspondent, Wilfried Wesselink. A 
slowing economy is partly to blame. But there was "exceptional growth in demand" a 
year ago, he says, because consumers were substituting cheese for meat due to the BSE 
scare. 
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