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Dairy demand and supply: Which force is stronger? As we cruise
into February, it’s important to pause and consider the market condi-
tions in the current dairy landscape. In this month’s update, we are go-
ing to focus on two key market principles — supply and demand — to
understand the current environment and how they influence prices.

Let’s first look at supply. Milk production is expected to grow in
2026 to 234.3 billion pounds, a 1.25% increase from 2025 (231.4 billion
pounds) and up 8.4 billion pounds from 2024 (225.9 billion pounds).
There are two factors that are driving the increased production: increas-
es in milk yield per cow and the number of cows. Improved genetics
and management have allowed producers to increase production from
their cows. In 2015, milk yield per cow averaged 23,372 pounds, and
the 2026 projection is a record high of 24,520 pounds (which is up 140
pounds from 2025). Pair this with more cows, and it is no surprise that
U.S. milk production is expected to rise. The USDA estimates that there
will be 9.555 million cows milking in 2026, which is the largest herd
since 1993. From an economic perspective, an increase in supply lowers
prices to restore market equilibrium, but we also need to consider the
demand side of the equation.

Demand for dairy products has been promising. Domestic use on a
milk-fat basis is estimated at 224.5 billion pounds for 2026, up nearly
1% from 2025. Per capita consumption data are not forecasted, but 2024
averaged 650.7 pounds per capita, while 2023 was 660.7 pounds per
capita, the highest consumption since 1959! Demand for butter was at
a record high in 2024, and yogurt and cottage cheese also saw strong
growth. Internationally, exports on a milk-fat basis are projected to be
arecord high at 17.0 billion pounds. This is up 3.7% from 2025 (16.4 bil-
lion pounds), which followed a substantial year-over-year increase from
2024 to 2025 (39% increase of 11.8 to 16.4 billion pounds).

So, what are the price expectations for 2026? Economic principles
tell us that as supply increases, prices will decline. Similarly, as demand
increases, we would expect prices to rise. Which force is stronger? How
are prices expected to respond?

Throughout 2025, we saw prices decline from $24.10/cwt in January
to $19.70/cwt in November. The prices have declined month over month
since Sept. 2024. Looking forward, prices are expected to continue to
decline through the first half of 2026 and finally begin to rebound mid-
year. Price projections for each quarter of 2026 are $17.10/cwt, $17.60/
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brings the average price expectation for 2026 to $18.25/
cwt. This average price is lower than the 2025 ($21.15/
cwt) and 2024 ($22.55/cwt) average prices.

Several other factors will play a role in the market and should not
be ignored. The Whole Milk for Healthy Kids Act was signed on January
14, 2026, which is expected to increase demand for butterfat in milk.
Also, despite the growing national dairy herd, older cows and limited
availability of replacements are likely to influence the industry, and new
processing capacity is likely to alter markets as well.

Lastly, while the milk price outlook is dismal in the near term, there
are some bright spots for the dairy industry. Feed prices for 2026 are ex-
pected to remain stable at $9.80/cwt based on futures price expectations
from Jan. 23, 2026. This is the lowest feed price, in inflation-adjusted
terms, over the past several years as shown in the table below. It reflects
a mix of corn, soybean meal, and premium alfalfa hay, consistent with
the formula used in the Dairy Margin Coverage program.

Year  Avg Feed Price ($/cwt)
2020 11.04

2021 14.00

2022 16.32

2023 14.56

2024 1091

2025 10.04

2026  9.80

Note: The average feed price is inflation-adjusted to 2025 dollars.

The combination of stable feed prices and depressed milk prices puts
pressure on already tight margins in the dairy industry, which makes
risk management strategies even more valuable. The Dairy Margin Cov-
erage Program is a federal program for dairy producers based on the
milk-and-feed price margin. Enrollment for the DMC Program is open
through Feb. 26, 2026. Based on current market expectations, this pro-
gram will likely result in payouts at the $9.50/cwt coverage level, help-
ing to offset margin pressure. To enroll, contact your local FSA office.

Notes: Data referenced in this article are from USDA sources including the Farm Service Agency, Agricul-
tural Prices Report, Milk Production Report, and Livestock, Dairy and Poultry Outlook.
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CLASS Il MILK FUTURES ($/CWT) vs. week ago: Jan26 dn 10¢, Feb-Jul26 up 30 to 60¢, Apr26 up 80¢, Aug-Sep26 up 10 to 15¢, Oct-Dec26 firm.

CLASS IVMILK FUTURES ($/CWT) vs. week ago: Jan up 15¢, rest of board up a whopping $1.25 to $2.50!
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MILK BASIS (MAILBOX minus CLASS 3 $/CWT) 2018-23 AVG FOR NORTHEAST & MIDEAST STATES OF PA, NY, NEW ENGL.,0H vs. NAT'L AVERAGE - YOUR INDIVIDUAL BASIS WILL VARY
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U.S. AVG PREMIUM ALFALFA & ALFALFA/GRASS HAY 20-22% CP - Source: USDA Monthly National Dairy Comprehensive Report
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DMC OFFICIAL GROSS MARGINS per cwt(USDA All-Milk, com, alfalfa & Ill. soybean, feed for ALL CLASSES of dairy cattle on farm)
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NEXT GDTAUCTION 02/03/26 SKIM POWDER (SMP) 1.186511 2.2% |NFDM 3 1.38007T 1.35671T | NFDM 14.2 1.20321T averaged for the Month &
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BUTTERMILK POWDER  N/A N/A MOZZARELLA Guy 1.515410 2.3%|CHEDDAR-500 2 1.41001T 1.44671T [ CHEESE-500 REPORTENDED ., ALLMILK'BE MAILBOX
LACTOSE 0.62841l 1.8% WHOLEPOWDER(WMP)1.5649 1T 1.0% | DRY WHEY 1 0.75007T 0.74337T | DRYWHEY 7.2 0.6978ll *SE $25.40 3.96 $23.69
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U.S. AVG. BRED COWS & HEIFERS (3rd trimester) per head as reported by USDA Monthly National Dairy Comprehensive Report %’f §g§8 2:‘1’3 ]3%
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2250 N/A NA 2921(td) NA  NA 265 NA NA  NA 2600 NA  NA NA A $1980432 $1905
f 2 U.S. AVG. FRESH/MILKING COWS per head as reported by USDA Monthly National Dairy Comprehensive Report 4D $20.00 425 N/A
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CATTLE - DAIRY PURPOSES($/HD) USDA and other auction reports combined 4-week rolling average as of DEC. 18, 2025 MAOR $20.70 4.32 $16.80
MILK COWS (NASS) U.S. Avg. |MILKING HEIFERS: Springing Bred  BxD OPEN:300-600Ibs BXD 600-900Ibs BXD 900-1100 Ibs BULLS(800-1300lbs)
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notinclude PA Auction Markets Jan. 22-27, 2026 . i
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