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Class III futures strengthen. 
Every Class III futures contract gained ground at the Chicago Mercantile Exchange this week. 
The second half of 2003 looks particularly promising. June through November contracts are now 
trading above $12/cwt, and September, above $13. There was no movement on Class IV 
contracts. Both blocks and barrels of cheddar cheese gained ½ cent/lb for the week, with blocks 
closing at 1.0750/lb and barrels at $1.05/lb today. Butter lost 2 cents this week, and closed today 
at an even $1/lb. 

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

November $11.42 $9.73 $10.12 $8.84 
December $11.33 $9.63 $10.16 $8.94 
January ‘03 $11.34 $9.64 $10.16 $8.94 
 

Class III/IV formulas finalized.  
After holding hearings 18 months ago, USDA finally finalized revisions to Class III and IV pricing 
formulas Wednesday. Had the new formulas been in place the first seven months of this year, 
Federal Order Class I prices would have been higher four of the seven months. Details were 
published in yesterday's Federal Register. Producers will have four to six weeks to accept or 
reject the changes. However, if one third of producers or if producers who supply more than one-
third of the milk in a Federal Order area reject the changes, the entire Order in that area ceases 
to exist. Stay tuned. 

Powder turns to dust.  
USDA will be sweeping out its warehouses of non-fat dry milk with the allocation of 200,000 
metric tons to overseas donations this fiscal year. (At one point earlier this year, USDA was sitting 
on 1.2 billion lb. of the stuff with no plans for its use.) Another 200,000 metric tons will be used for 
domestic livestock feed assistance programs. And 300 million lb. will be converted to casein to 
offset imports of milk protein concentrates. 

MILC payments.  
The Milk Income Loss Contract payments of $1.59/cwt in October will raise the milk-feed ratio for 
the month to 2.74, according to dairy analyst Alan Levitt. (Without the MILC payment, the milk-
feed ratio stands at 2.4.) However, history shows it takes a milk-feed ratio of about 3.5 to spur 
expansion. Still, it will be a welcome infusion of cash. Levitt estimates that herds with up to 1,500 
cows will get the full $1.59/cwt in October before reaching the program's cap limits. 

Seed deals?  
Be on the lookout for good deals on seed purchases for the upcoming crop year, advises farm 
management specialist Allen Lash, Agri-Solutions in Brighton, Ill. Key factor: with so many 
players in the market, competition for customers has grown fierce. "The fight is on for market 
share," says Lash. "Some of the smaller, regional companies are starting to deal on price 
(discounts of $20 to $30 per bag). At some point, you'd expect that the larger companies will have 
to follow suit." 

 

 



MVP loans.  
The Wisconsin Department of Commerce made its first three Milk Volume Production loans in 
October, totaling $210,000 over three farms. The loans leverage an additional $3 million in 
investment on these farms that will add a total of 470 cows to their current 440. The MVP loans 
max out at $500 per cow at 2% over seven years. 

Ever the thoughtful boss.  
Recognizing employee service anniversaries is a good way to remind workers that the 
contributions they make to your business are valued, says Gary Maas, Agri-careers, Inc. in 
Massena, Iowa. Traditional gifts associated with the recognition include pins, watches and 
uniform patches. For female employees on his 12-person crew, Maas has taken a slightly more 
creative approach. On service anniversary dates, he presents each with roses (one for every year 
of service). "It's getting to the point where I may have to take out a mortgage to pay for it," laughs 
Maas. "We just had one employee celebrate 25 years with the company."  

Mexican tariffs zero out.  
On January 1, 2003, tariffs on U.S. dairy exports to Mexico (with the exception of milk powder 
exports above 52,000 metric tons) will hit zero. (Milk powder totally zeros out in 2008.) The 
elimination of tariffs is the result of the North America Free Trade Agreement, and gives U.S. 
exporters a 10 to 125% tariff advantage over competitors. 

World dairy leaders. 
Dutch Rabobank lists the world's biggest dairy companies, based on annual turnover. Nestle 
leads the world, with $13.5 billion in turnover. But three U.S. companies, Dean Foods, Dairy 
Farmers of America and Kraft come in 2, 3, and 4. French Danone rounds out the top five. 

It's a soap opera.  
Dutch dairy processors are sponsoring a TV soap opera about a privately-owned dairy plant. The 
reason? They're trying to bolster the image of the country's dairy industry. The processors pour in 
about $1 million (half the TV production costs) for 10, 45-minute programs, reports Dairy Today's 
European correspondent Wilfried Wesselink.  
 


