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Class III futures tank.  
Last week's January milk production report and this week's lack luster inventory reports combined 
to force Class III futures into the tank. Second half 2003 contracts plummeted 28 cents to 58 
cents/cwt. No contracts are now trading above $12. Class IV contracts remained mostly 
unchanged, however. In the cash pit at the Merc, 40 lb. blocks of cheddar lost 5 ¾ cents this 
week, closing today at $1.02/lb. Barrels lost a penny for the week, closing at $1.0350. Butter lost 
6 cents/lb this week, closing at $1/lb. 

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

February $11.19 $9.49 $9.37 $9.35 
March $11.33 $9.63 $9.42 $9.63 
April $11.48 $9.79 $9.42 $10.13 
Cow numbers rebound.  
Cow numbers in the top 20 dairy states climbed to 7.8 million in January. There haven't been that 
many cows in these states since 1997. Remember, too, that average milk per cow in the U.S. is 
now at 18,571 lb., 10% higher than it was six years ago. 

Hot milk dumped.  
The annual National Milk Drug Residue Data Base report for fiscal 2002 shows that 85.7 million 
lb. of milk was positive for drug residues and disposed of per the Pasteurized Milk Ordinance. 
Most of the tainted milk--80 million lb. or 0.061% of the total sampled--was found in bulk tanker 
milk. Individual producer milk accounted for 4.6 million lb. dumped, or 0.17% of the amount 
sampled. More than 4.5 million samples were analyzed for drugs. Note, however, that the 
reporting program is voluntary and does not cover all milk sold.  

20/80 rule.  
Dairy is fast approaching the 20/80 rule of other U.S. agricultural commodities. According to 
USDA, 21% of the nation's largest dairy farms (those with 100 or more cows) now milk 70% of 
the nation's cows and produce 75% of the nation's milk.  

Larson Dairy cited.  
A Consent Decree of Permanent Injunction has been signed in U.S. District Court for the 
Southern District of Florida against Larson Dairy, Okeechobee, Fla. The dairy was cited for selling 
cows and calves whose tissue exceeded tolerances for penicillin and neomycin. Larson Dairy is 
the largest dairy operation in Florida, producing a quarter million lb. of milk per day.  

Lots of bull. 
Fifty-five percent of dairy producers queried in USDA's 2002 National Animal Health Monitoring 
Survey report they are using breeding bulls. Five percent report using five or more bulls at any 
one time. The good news, if there is any: 89% of the bulls being used are dairy breed bulls.  

Midwest productivity lags. 
As we reported last week, 2002 per cow production averaged 18,571 lb. The Midwest, with its 
declining cow numbers, also lags in per cow production, averaging 17,368 lb/cow in Minnesota 
and 17,367 lb/cow in Wisconsin. That's 6% below the national average, 20% less than California 
and 31% behind Washington (which leads the nation at 22,753 lb./cow). 

New workers at risk.  
New employees, those who have been at work on your farm for less than a year, are most prone 
to injuries and illness, according to a survey by the National Institute for Occupational Safety and 



Health. Employees with less than a year of service account for 43% of days away from work due 
to injury or illness. Employees with one to five years' experience account for 31%, and more than 
five years', 18%. (The 8% remainder was not reported.) 

WTO goals. 
A 60% reduction in dairy tariffs and elimination of export subsidies, both over five years, are the 
proposed goals for the next round of trade talks. That's according to a paper released last week 
by Stuart Harbinson, chair of the World Trade Organization agricultural negotiations process. The 
goals must still be agreed upon, by March 31, if possible. Europe and Japan say 60% is too 
aggressive; Australia says it's too timid. 
 
Kiwi price collapse.  
New Zealand dairy producers will see income drop an average of $72,000 per farm this year. 
Fonterra, New Zealand's large dairy co-op, announced its year-end payout last week of $1.98/kg 
of milk solids. "Farmers are furious," says Susan Murray, Dairy Today's New Zealand 
correspondent. They were led to believe by Fonterra's CEO just a month ago that the payout 
would be the same as last year. 
 


