
Dairy Today’s e-Report                          May 30, 2003 

Class III futures jump. Class III futures contracts on the Chicago Mercantile Exchange made 
some nice gains this week, particularly from August through March '04. Producers who locked in 
September through December contracts guaranteed themselves at least $12. (For the 
adventurous, July through October '04 contracts had an average close of $12.41 today.) Class IV 
contracts were mostly unchanged. Forty lb. blocks of cheddar were unchanged, closing again 
today at $1.1325. Five hundred lb. barrels of cheddar gained ½ cent/lb. Tuesday and held that 
gain through today, closing at $1.1025/lb. Cash butter prices increased 1 cent/lb. this week, 
closing today $1.1050.  

My Picks for this week:  

 Quota Overbase Class 4a Class 4b 
May $11.14 $9.44 $9.56 $9.32 
June $11.14 $9.44 $9.61 $9.22 
July $11.37 $9.67 $9.41 $9.87 
August $11.50 $9.81 $9.41 $9.94 
Average 2003 $11.42 $9.72 $9.47 $9.76 
Average 2002 $11.93 $10.23 $10.40 $9.98 
2004 could start slow. USDA projected yesterday that milk prices will be slow to recover, even 
in the first three to six months of next year. "At [the current] pace, considerable time will be 
needed for enough slowing in production and recovery in use to eat away the current surplus and 
commercial stocks," the agency reports. First half 2004 U.S. all-milk prices are projected to range 
from $11.15 to $12.15/cwt. 

Cheese usage up. The good news is that cheese usage was on the plus side of the ledger in the 
first quarter of 2003, +0.3%. Retail cheese sales are the bright spot, up 5% through April. Food 
service (restaurant) sales, though, have been sluggish due to a poor-performing economy. Fluid 
milk was up 0.9%, but butter was off 2.6% and non-fat dry milk was down 1.1%. 

Cow slaughter up. Some 239,000 dairy cows were slaughtered in Federally-inspected plants in 
April, up 32,000 head over April 2002. That's a 15% increase, and one sign heavier culling is 
taking place across the country.  

Tax savings. The Bush Administration tax relief package, signed into law Wednesday, could 
offer significant tax savings-if you have income to offset. The Section 179 first-year expensing 
allowance has been increased to $100,000 (up from the scheduled 25,000 in 2003). The cap has 
also been doubled to $400,000, says tax specialist Andy Biebl, New Ulm, Minn. It's a dollar-for-
dollar offset after that. So if you had $440,000 in asset purchases, you could still deduct $60,000 
the first year regardless of the class life. 

Other rates changed. In addition, the special first-year depreciation allowance for new 
equipment that was enacted after 9/11 has been increased from 30% to 50%. "You'd take the 
Section 179 $100,000 first, then the 50% on the remainder," explains Biebl. And there is no size 
limit for this allowance. Long-term capital gains tax rates have also been decreased from 20% to 
15%. For specifics, talk to your tax accountant. 

Mastitis bugs not resistant. Bacteria commonly associated with intramammary infections are 
not becoming more resistant to commonly used FDA-approved intramammary products, says 
Russ Bey, University of Minnesota Laboratory for Udder Health. However, some resistance is 
occurring in a limited number of antimicrobial products that aren't intended to treat mastitis but 
are approved for other uses in lactating cows. 



Make hay or plant corn? If a late spring is forcing you to decide between planting corn or 
harvesting alfalfa, make hay. Each day alfalfa harvest is delayed, relative feed value drops five 
points-or $9/acre on a two-ton yield. Each day corn planting is delayed, yield drops one bushel-or 
$2.50/acre, says Matt Hanson, a University of Wisconsin Extension crops and soils agent. 

Poor pastures. About a third of grass plants didn't survive the winter in northwest Wisconsin and 
another third were injured. Lack of snow cover was the primary culprit, say Extension forage 
specialists. As a result, pastures are slow to rebound, though warm weather the last two weeks 
seemed to perk things up. In western Oregon, however, pastures came on so fast they had to be 
harvested as silage, report Dollars and Sense contributors Brian and Marshall Christiansen.  

Fonterra OKs environmental initiative. Fonterra, New Zealand's mega-cooperative, announced 
this week approval of an environmental and animal welfare assessment program for its members 
for the 2003/04 season. Education programs will run parallel to the assessments, which will be 
done during annual dairy reviews.  
 


