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Price projections (made in 2007)

Futures price for Class Ill milk on 26 Jan and 2 Feb 2007 USDA price projections for Class Ill Milk by quarter, 2007
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EXports
small and declining

Slide from 2007

Exports as a percent of US milk production, 1970-2005




Sometimes historical trends lead to errors

Per CWT. Class Milk Prices by Month January 2000 to Date
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What happened last year?

A My article in the May All Milk Price (2007)
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A Prices increased more
than anyonepredicted

A Why did everyone miss
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Source : University of Wisconsin



Some basic economics




Some factors that shifted the
demand for US produced milk

A The value of the dollar declined

A Production in Australia, New Zealand and the EU
declined

A Domestic prices were commonly less than
International prices

A Incomes increased in some countries

A The US became the primary supplier of some milk
based food ingredients (e.g., Whey, NFDM, Lactose)



Domestic versus International prices

EU and U.5. whey prices

Butter Cheese Skim Milk Dry milk

mUS mEU mOceania



Exports generally increased

(percent increase from 206611 months)

A Commaodities that U.S. Butter Exports
Increased

Cheese 38%

Butter 248%

Drymllk 123 456 7 8 9 101112
Dry Whey U.S. Dry Whey Exports
actose




Class I price Class II price

- (Gl s = (Clas.s Ll e 0S80 4 * Class II price = (Class II skim price *0.965)
(Class I butterfat price * 3.5) + (class II butterfat price * 3.5)
* Class I skim AT = 1’11_gher Of advanced * Class II skim milk price = advanced skim
class III or IV skim muilk pricing factors + milk IV pricing factor + $0.70
applicable class I d-lfferentlal  Class II butterfat price = butterfat price +
 Class I buttertat price = advanced butterfat $0.007
pricing factor + (applicable class I  Class IT Nonfat Solids price = Class II skim

differential divided by 100) milk price divided by 9

Class III price Class IV price

» Clags III = (Class T skim milk *0.965 ;o . : :
+£flsﬁ31f§];ﬁice $ 33'%8 sk milk price )« Class IV price = (class IV skim milk price *

» Class III skim milk price = (protein price * 3.1) + 0.965) + (butterfat price * 3.5)
(other solids price * 5.9) . . : L :
« Protsin price = ((Cheese price — 0.165) *1.383) Class IV skim milk price = nonfat solids

+((((Cheese price-0.165) * 1.572) — butterfat price price * 9

*0.9) *1.17) | | S
-+ Oifher sk s = (o —hey e — 0159 » Nonfat solids price = (nonfat dry milk price
*1.03 -1.4) *0.99

» Butterfat price = (butter price -0.115) * 1.20
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Source: US Dept of Labor, BLS, Graph: DMN
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While shifts in demand dominated supply
factors in 2007, changes in supply could
dominate price effects in 2008
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1000HEAD Weekly Dairy Cow Slaughter under Federal Inspection
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