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Markets bounce.  
Both butter and cheese got a nice upward bounce this week in the cash trading pits on the 
Chicago Mercantile Exchange. Butter jumped the most, climbing 11 ¼ cents and closing today at 
$1.1175. Forty-pound blocks of cheddar closed today at $1.12/lb, up 4 cents for the week. Barrels 
closed at $1.0950/lb, up 2 cents/lb. On the futures market, Class III cheese contracts showed 
mostly single-digit gains this week. But with June through November contracts now trading above 
$12, it's now possible to lock in a $12.60/cwt Class III average for the second half of 2003. Some 
Class IV contracts lost ground (March contracts dropped 65 cents), likely still a result of USDA's 
tilt change last week.  

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

November $11.48 $9.78 $10.16 $8.94 
December $11.33 $9.63 $10.16 $8.94 
January ‘03 $11.34 $9.64 $10.16 $8.94 
 

Tilt could be costly.  
USDA's decision to change the butter/powder "tilt" could cost U.S. producers 74 cents/cwt, or 
$1.2 billion collectively. That's according to estimates released Wednesday by the National Milk 
Producer Federation. USDA lowered the support price for non-fat dry milk from 90 cents/lb to 80 
cents/lb. But it increased the support price for butter from 85 cents/lb to $1.05. Since butter is now 
trading above that level, no butter is likely to be purchased while USDA makes huge savings on 
powder buys.  

November MILC $1.39. 
The Class I price for November was announced at $10.60,cwt , making the Boston Class I price 
$13.85. That puts the November Milk Income Loss Contract (MILC) payment at $1.39/cwt. (Recall 
the payments is the difference between $16.94 and the Boston price times 45%.) The October 
MILC payment was $1.59.  

Johne's genome identified.  
USDA and University of Minnesota scientists have sequenced the genome of Mycobacterium 
paratuberculosis, the bacterium that causes Johne's disease. Scientists believe the breakthrough 
research could speed development of new tests, vaccines and ultimate eradication of the 
infectious disease. More than 40% of large herds and 20% of small herds in the U.S. are infected, 
according to a 1996 study.  

NMPF objects to Aussie free trade.  
The National Milk Producers Federation is raising objections to a proposed free trade agreement 
between the United States and Australia. "The world trade in dairy products is already unfairly 
tilted against U.S. producers, and this agreement would only make the problem worse," says 
NMPF CEO Jerry Kozak. He also fears that if Australia gains open access to U.S. markets, it's 
push for free trade world wide will fade since it would already have access to the huge U.S. 
market. 

NDA to OK Federal Order change. 
The Northwest Dairy Association's (NDA) Board notified its members Wednesday that it had 
voted unanimously to continue the Pacific and Western Federal Milk Marketing orders. NDA was 
contemplating voting the orders out due to changes in recent Class III and IV pricing, but found 
USDA's final rule "less injurious" than the previously announced recommended decision. Still, the 



decision will cost NDA's Sunnyside cheese plant $2 to $7 million, with only 65% of that coming 
back through higher pool payments.  

Government give-back? 
Federal budget deficits are projected to exceed $300 billion annually for the next seven years. As 
a result, Congress will sooner or later be asked to identify savings through budget reconciliation, 
says Rep. Charles Stenholm, D-Tex. "The ag budget will be a live, living target [for budget cuts]," 
he says. Producers need to discuss now what they're willing to give up, he says. 

McDonald's, Disney and Dairy.  
DMI is teaming up with Disney to promote the entertainment company's 2003 animated holiday 
movie, "Home on the range." The movie stars three cows, with voice overs by Roseanne Barr 
and Cuba Gooding, Jr. The movie will be cross-promoted with McDonald's to feature plastic milk 
chugs in Happy Meals. The whole project is an incredible marketing coup for Dairy Management, 
Inc.  

$1 billion in health savings.  
If U.S. schools adopted enhancements to school milk (such as new packaging offered in more 
flavors), children's nutrition would improve and would likely achieve major health-care savings. 
The healthier diets could save an estimated $800 million to $1.1 billion annually, according to 
researchers involved with a recently completed School Milk Pilot Test. 

Ahlem new NDB chair.  
Bill Ahlem, Hilmar, Calif. was elected chairman of the National Dairy Board last week in Anaheim, 
Calif. Ahlem owns one of the largest Jersey herds in the country, and is a founding partner of 
Hilmar Cheese Companey. Paul Rovey, Glendale, Ariz., outgoing NDB chairman, was elected to 
head up Dairy Management, Inc., the umbrella organization for national, state and regional dairy 
promotion groups. 
 


