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Futures up.  
All Class III milk futures settled higher today at the Chicago Mercantile Exchange. Futures on 
remaining months this year still are below $10/cwt. However, early 2003 sees January milk 
jumping to $10.40 and by April, $11.22. September futures closed at $13.06. Class IV milk closed 
unchanged, remaining under $11 through March. Cash cheddar cheese blocks closed at $1.08/ 
lb., up from mid-week's $1.05 low. Barrels were unchanged at $1.075/lb. Cash butter closed at 
$1.0050/lb. unchanged.  

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

November $11.44 $9.74 $10.09 $8.88 
December $11.33 $9.63 $10.16 $8.94 
January ‘03 $11.34 $9.64 $10.16 $8.94 
 

October milk up 2.3%.  
Milk production during October in 20 reporting states totaled 12 billion lb., up 2.3% from October 
2001, according to the NASS milk production report released today. Production per cow averaged 
1,544 lb. for October, 22 lb. above October 2001. The number of milk cows on farms in the 20 
states was 7.79 million head, 67,000 head more than October 2001, and 8,000 head more than 
September 2002.  

Farm wages up.  
Wage rates are up 4%, according to the annual NASS report released today on farm labor Farm 
operators paid their hired workers an average wage rate of $8.93/hour during the October 2002 
survey week, up 34 cents from a year earlier. Livestock workers earned $8.44/hour compared 
with $8.39 a year earlier. The Field and Livestock worker combined wage rate, at $8.33 was up 
24 cents from last year. The number of hours worked averaged 40.4 hours for hired workers 
during the survey week compared with 41.7 hours a year ago. Just over one million people work 
on U.S. farms and ranches, down 5% from a year ago. 

TB herd destroyed in Tulare. 
A 6,400-cow California herd was disposed of last week after a TB outbreak on the dairy, 
confirmed Richard Breitmeyer, state veterinarian. The herd, owned by Nonning Leyendekker, 
spurred TB testing in the area last May. Initially, 90 cows from Leyendekker's herd had tested 
positive. They were slaughtered and after autopsies, 27 were shown to have the disease. Another 
cow came up positive in routine testing last week. The decision to destroy the herd was made by 
Leyendekker and state and federal ag officials, said Steve Lyle, California Food and Ag 
spokesman. USDA is not releasing information on Leyendekker's indemnity payments, citing 
confidentiality rules. A second dairy herd in the Tulare area is undergoing TB testing after one 
cow tested positive last week, Lyle said. A USDA official was quoted in the Fresno Bee saying 
that if another herd is confirmed TB positive, California will lose its TB-free status. 

2004 Dairy Conclaves.  
Jerry Kozak, National Milk Producer Federation CEO, announced Tuesday that another around of 
Dairy Conclaves will be held in 2004. He made the announcement at the annual NMPF/Dairy 
Management, Inc. annual meeting in Anaheim, Calif. The first round of conclaves, held in 2000, 
were established to reach producer consensus. The result: Extension of the dairy price support 
program and dairy export incentive program for seven years, the creation of a national Johne's 
research and education program, and nearly doubled funding for the Environmental Quality 
Incentive Program. 



MILC losses.  
Medium and large producers lost out on $50 million in Milk Income Loss Contract (MILC) 
payments due to payment caps and inflexible transition-period rules, says Kozak. NMPF lobbied 
for rule changes, to no avail. "We were able to create outrage in Congress, but it wasn't enough 
to force USDA's hand," he says. 

Don't blame us.  
Dairy Management, Inc. officials laid the blame on sluggish dairy demand on the economy. 
Consumer confidence in September, says DMI's CEO Tom Gallagher, was at a 10-year low, 
reflecting levels last seen during that Gulf War. That translates to less restaurant dining, fewer 
take-out pizzas and Big Macs. Retail cheese prices also remain at near record highs, not 
encouraging sales in grocery stores, either. 

Domestic MPC.  
The NMPF Board voted Monday to lobby for a domestic, five-year pilot project to produce 
domestic milk protein concentrates (MPC). NMPF will ask USDA to subsidize the project, using 
money it would normally use to buy surplus milk powder. The program might actually save the 
government money while developing a U.S. MPC/casein industry. 

The tax bite cometh. 
With MILC payments in hand, some producers might be mulling over prospects for making major 
capital equipment purchases at year's end in order to reduce 2002 income tax bills. Adding to the 
temptation, section 179 "expensing rules" allowing write offs of up to $24,000 of capital purchases 
in one year, plus a 30% "bonus" depreciation for machinery. Tread carefully, advises University of 
Missouri dairy economist Joe Horner. A better strategy in most cases, he contends, would be to 
spend surplus cash on items that can help with cash flow later, i.e. prepaying feed, fertilizer and 
seed expenses or loan principal and interest. "Give yourself some wiggle room," he says. 

14,000-cow dairy fight over.  
The costly legal fight over dairy producer Rob Hilarides's proposed 14,000-cow dairy near 
Lindsay, Calif., is over. No one, including attorneys from the Center on Race, Poverty and the 
Environment, filed an appeal last Friday. This will be Tulare County's first new dairy in three 
years. 

Post Script: USDA announces butter/powder tilt. 
In a press release issued late today, the USDA announced it was tilting the support purchase 
price of butter and non-fat dry milk powder, effective immediately. To bring better balance to the 
markets for butter and NFDM, CCC will increase the price it pays for butter 19.52 cents to $1.05 
per pound, and decrease its purchase price of nonfat dry milk 10 cents to $0.80 per 
pound. According to a NMPF study, the tilt is a loser for both the government and for milk 
producers. The CCC will save $69m on powder purchases, but will spend $269m on butter 
purchases. It is estimated that the butter/powder tilt will cost producers $0.74 per hundredweight. 
To offset the impact of the tilt, the USDA also announced that it was allocating an additional 55 
million pounds of NFDM powder to export under the Dairy Export Incentive Program (DEIP). 

 


