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Futures pounded—again.  
For the second consecutive week, Class III milk futures took a pounding on the Chicago 
Mercantile Exchange. Last week, September through November contracts were still trading 
above $12. As of today, only September was above that mark, with summer and fall contracts 
losing 20, 30 and even 40 cents/cwt. Class IV contracts also retreated. February through July 
contracts are all now in the $10s, with July losing 80 cents/cwt this week. After dipping 3 cents/lb 
Wednesday, 40 lb. blocks of cheddar inched their way back, closing today at $1.1575, down 1 ¼ 
cents for the week. Barrels bounced as well, but finished the week where they started at $1.05/lb. 
Butter closed down ¼ cent for the week, closing today at $1.0525.  

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

February $11.36 $9.66 $9.40 $9.71 
March $11.54 $9.85 $9.42 $10.13 
April $11.81 $10.11 $9.42 $10.62 
More California capacity.  
Leprino Foods Company opened its second Lemoore, Calif. cheese plant last week. Mike Reidy, 
Sr. V.P. Procurement, Logistics and Business Development, said that the plant is on track to be 
at 300,000 pounds of daily cheese production by the end of February. That’s an intake of 3 million 
lb. of milk daily. At maximum 24/7 production, Leprino will churn out 600,000 pounds of cheese 
per day.  

LOL posts earnings.  
Land O’Lakes announced Tuesday it had net earnings of $98.9 million for 2002 on net sales of 
$5.9 billion. Earnings are actually up 38% over last year. 
But a $79 million loss in the industrial (commodity) side of LOL’s Dairy Foods Division placed a 
damper on 2002 performance. Slumping mozarella prices, $20 million in Midwest plant 
shutdowns and $30 million in losses in LOL’s new California cheese plant all played a role. 

Tax-trap avoidance.  
Producers who received Environmental Quality Incentive (EQIP) grants to renovate waste-
handling systems in 2002 may run into a tax wall, says U. of Missouri economist Joe Homer. The 
catch: IRS rules limit per year expensing to 25% of gross income (remainder carried over to 
future years). Coupled with slumping income last year, some producers received EQIP grants 
equaling, or larger than, annual gross income. Producers may be able to avoid the tax bite via 
I.R.C. 126, a section of the tax code excluding cost share payments for large capital projects from 
both taxable income and expenses.  

Wisconsin income down. 
It should come as no surprise that Wisconsin’s net farm income fell more than 25% to $600 to 
$700 million last year. But 2003 should be better. State economists expect all-milk prices to 
average $13.55/cwt this year, compared to $12.10/cwt in 2002. Add in the Milk Income Loss 
Contract payments, and Badger State dairy produces could see prices in the $14 to $14.50 
range. 

Minnesota exists.  
If Minnesota producers hold true to their word, 1,700 fewer of them will be milking cows in 2007. 
That’s according to survey results released by the Minnesota Department of Agriculture. Of those 
surveyed, 27% say they’ll quit in the next five years. Only 16% plan expansions, with growth most 
likely to occur in herds with 200 or more cows. Still, MDA officials are projecting cow numbers 
and milk production to remain stable as the larger, more productive farms expand. 



Be a Pepper.  
Dr. Pepper/Seven Up, Inc. announced this week it will begin marketing five flavored milks in 
Texas and the Midwest in March. National distribution will come in 2004. The new drinks, called 
Raging Cow, will be sold in 14 oz. containers. The product will have a six-month, room 
temperature shelf life.  

Fight fat.  
Evidence of dairy’s role in fighting obesity is so strong the dairy industry will urge government 
officials to increase the daily recommended serving guidelines for dairy products. “New research 
shows that calcium and other components of dairy foods signal the body to burn fat, not store it, 
which is an important part of any weight-loss plan,” says Greg Miller, senior V.P. of nutrition and 
scientific affairs for the National Dairy Council®. 

Lower EU milk prices?  
The European Union has proposed lowering farm-gate milk prices 25% in 2004, says Wilfried 
Wesselink, Dairy Today’s European correspondent. The EU would then directly compensate 
farmers for half of that loss. “It will take at least some months before the plans will become 
definitive,” says Wesselink.  

One in a thousand.  
The European Union checked seven million cattle last year for bovine spongiform 
encephalopathy (BSE). “Of healthy-looking cattle, one of 30,000 was infected with BSE,” 
Wesselink also reports. “Of suspected animals, one of each thousand head was infected.” 
 


