*USDA 2022 AVG NEW *

CDE DAIRY MARKETS & MANAGEMENT UPDATE

FMMO reform: There have not been any major changes to the
Federal Milk Marketing Order (FMMO) system since 2000, except for the
legislative change in the formula for pricing the Class I Mover, which
was implemented in 2019. The COVID-19 pandemic exposed flaws in the
current system, with this formula change in place, that resulted in lower
milk prices paid to U.S. dairy farmers. It is not abnormal for there to be
talk about FMMO reforms when the nation’s dairy farmers are suffering
through hard times. However, this time the talk is getting backed up by
action from the dairy industry.

The International Dairy Foods Association (IDFA) is a national lobby-
ing firm for milk processors, and the National Milk Producers Federation
(NMPF) is a national lobbying firm for dairy farmers. Both IDFA and NMPF
have been the most vocal participants in the current process. The main
issue of contention among the two organizations is how “make-allow-
ances” should be handled. The make-allowance is the theoretical cost to
turn raw milk into manufactured products. Make-allowances for cheese,
whey, butter, and nonfat dry milk are used in the Class I and IV milk
price calculations. Any direct increase in make-allowances will result in a
lower milk price for dairy farmers. Unfortunately, IDFA and NMPF could
not reach agreement on how much to increase make-allowances. With no
agreement, IDFA formally petitioned the USDA to raise the make-allow-
ances used to determine FMMO milk prices. This resulted in a letter from
NMPF to USDA asking the USDA to deny the petition and allow NMPF
time to submit a petition that includes a more comprehensive approach
to modernizing FMMOs. According to NMPE, increasing the make-allow-
ances to what IDFA proposes -- without any regard to other issues affect-
ing dairy farmer milk price - could decrease the U.S. all-milk price by as
much as $1.42 per cwt.

On March 7, 2023, the NMPF Board unanimously approved a set of 7
priorities that will be the basis for their petition to the USDA for FMMO
reforms. First, NMPF supports returning to the “higher of” when calcu-
lating the Class I Mover. They also support discontinuing the use of bar-
rel cheese prices in the protein component formula. Barrel cheese is only
a small volume of the cheese market relative to block cheese. However, it
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is weighted equally in the pro-| .
tein component formula. Barrel | >
cheese price, historically, is less o
than block cheese price. Giving
the same weight to barrel cheese in the protein compo-
nent formula can artlﬁc1ally devalue the protein compo-
nent in the Class III price, which results in a lower farmgate milk price.

The NMPF proposal also supports extending the 30-day reporting lim-
it to 45 days on forward priced sales on nonfat dry milk and dry whey.
As exports become a larger part of the U.S. dairy portfolio, it becomes
more important to make sure there is an accurate representation of milk
powder price. Extending the reporting limit allows the USDA to capture
more export sales in the product price reporting. NMPF also supports
updating the milk component factors for protein, other solids and non-
fat solids in the Class III and IV skim milk price formulas to more ac-
curately represent current average milk components. The proposal also
states that NMPF supports updating the Class I differential price system
to reflect changes in the cost of delivering bulk milk to fluid processing
plants. All 5 of these proposals are net positive to the nation’s dairy farm-
ers as they would theoretically increase milk price.

The last 2 positions that NMPF supports are related to make-allow-
ances. Make-allowances have not been adjusted in over 15 years. NMPF
recognizes that inputs to processors have certainly increased since the
last adjustments were made. Therefore, they support increasing the
make-allowances to better reflect true input costs. However, under the
current system, processors are not required to report actual production
costs. NMPF supports developing a process to ensure make-allowances
are re-evaluated more frequently through the USDA conducting manda-
tory plant-cost studies every two years. NMPF recognizes that increasing
make-allowances reduces farm pay price. However, according to NMPE,
the other 5 changes would more than offset the increase to make-al-
lowances, resulting in a net benefit to the nation’s dairy farmers. NMPF
is in the process of submitting a formal proposal to USDA in hopes of
obtaining a favorable ruling by August 2023 on conducting a hearing
and its scope.
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Alerage  APR-23 MAY-23 JUN-23 JUL-23 AUG-23 SEP-23 OCT-23NOV-23 DEC-23 JAN-24 FEB-24 MAR-24
North-  CLASS IIl MILK FUTURES ($/CWT) vs. week ago: Apr. steady, May-Dec23 up $0.03-0.25, Jan-Mar24 down $0.03-0.05. 12-Month Avg. 18.9811

,\E/,é,"j_tgg; 18.66 18.24 18.38  18.85 19.25 19.60 19.65 19.59 19.30 18.87 18.72 18.66 "

. CLASS IV MILK FUTURES ($/CWT) vs. week ago: Apr. firm, May-Nov23 up $0.15-0.30, Dec23-Mar24 steady to $0.15 lower. 12-Month Avg. 18.7311
WHSN 1788 1785 17.98 1843 1865 19.00 1945 1921 1945 19.36 19.05  19.00 i
Price CLASS Il MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium
gggg 18.750.14 18.50 0.55 18.50 0.67 19.00 0.84 19.250.88 19.50 0.94 19.75 1.09 19.50 1.05 19.251.12 18.751.10 18.751.21 18.75 1.31
Cost MILK BASIS ($/CWT) — PA BASIS & 2016-19 AVG OF PA/NY/VT/OH — YOUR INDIVIDUAL BASIS WILL VARY (MAILBOX - CLASS 3)

percwt. PA 229 1.82 1.58 0.99 1.03 0.95 0.79 0.60 0.79 1.17 0.62 1.53

YELLOW *AVG 2.15 1.66 1.45 1.25 1.31 1.15 0.67 0.74 1.38 0.85 1.67 2.55

- DMC OFFICIAL GROSS MARGINS per cwt(USDA All-Milk, comn, alfalfa & lll. soybean, feed for ALL CLASSES of dairy cattle on farm) Updated with NEW prem. alfalfa feed cost
payment  pye DEC-21 JAN-22 FEB-22 MAR-22 APR-22 MAY-22 JUN-22 JUL-22 AUG-22 SEP-22 OCT-22 NOV-22 DEC-22 JAN-23 *FEB-23

triggered 953 1154 1098 1155 1229 1251 1192 992 8.08 8.62 10.7 10.89 9.76 794  *6.19 i

U.S. AVG PREMIUM ALFALFA & ALFALFA/GRASS HAY 20-22% CP - Source: USDA Monthly National Dairy Comprehensive Report
DEC-21 JAN-22 FEB-22 MAR-22 APR-22 MAY-22 JUN-22 JUL-22 AUG-22 SEP-22 OCT-22 NOV-22 DEC-22 JAN-23 FEB-23 *MAR-23
242.90 270.34 253.80 278.02 280.00 322.00 321.17 312.50 308.17 290.70 300.10 289.50 296.50 266.60 297.25 *277.00 1l
U.S. AVG. BRED COWS & HEIFERS (3rd trimester) per head as reported by USDA Monthly National Dairy Comprehensive Report

152 1151 1237 1253 1390 1278 1184 1350 1407 1265 1310 1290 1300 1250 1352 *1342 1l
CORN FUTURES ($/BU)
MAY-23 JUL-23  SEP-23 DEC-23 MAR-24 MAY-24 JUL-24 SEP-24 DEC-24 MAR-25 MAY-25 JUL-25
6.560 6.276 5.624 5.554 5640 5.692 5.706 5.446 5.352 5.420 5.442 5.442 MIXED
WEEKAGO
6.526 6.274 5682 5592 5606 5682 5732 5746 5460 5350 5416 5432
SOYMEAL FUTURES ($/TON)
SRR MAY-23 JUL-23  AUG-23 SEP-23 OCT-23 DEC-23 JAN-24 MAR-24 MAY-24 JUL-24 AUG-24 SEP-24
5‘ 460.2 4574 4471 4327 420.2 417.7 4131 403.6 398.3 397.2 392.5 387.7 il
WEEKAGO
450.6 4468 4386 4270 4175 4154 4109 401.2 3959 394.6 390.7 386.0
*=NEW PA MILK MARGIN & IOFC-LATEST PSU VALUES - *FEB 2023 CME DAIRY CASH-SETTLED FUTURES ($/LB) 04/12/23 SPOT CASH TRENDI
FEED COST IOFC ($/COW  PA MILK MARGIN APR MAY JUN JUL AUG SEP OCT 04/12/23
FEED = ($/CWTmilk) @75 Ibs milk) ($/CWT milk) NFDM 1158 1.146 1.170 1.194 1220 1.248 1256 11  1.150011
SCWT. *FEB (estimated) *9.381) *9.991] *17.03/l  WHEY 0429 0390 0370 0375 0365 0.375 0389 Mixed 0.3700l
10FC = PREV MO 9.61 10.71 17.93 BUTTER 2.397 2.390 2.384 2430 2450 2470 2492 11 2.375011
$COW YR AGO CHEESE 1900 1.880 10906 1954 1995 2028 2.030 11  See Below

8.61 12.82 17.09
Covers ONLY lactating feed, based on 75 Ib herd avg, Buff, NY soy price

CME SPOT CHEESE: BARRELS 1.5800 /40 LB BLOCKS 1.7825 1l /1l

ALL-MILK BF *MAILBOX
MO N/A N/A $26.34
*FL $28.10 3.78 $26.30
27.70 3.97 $26.21
27.70 412 $26.07

CL I ADVIL *CL 114l *cL m1t

*=New ANNOUNCED FEDERAL ORDER PRICES ($/cw1)
*CL IVIL *ALL-MILK-U.S *ALL-MILK-PA
18.85(aPr) *19.52(MAR) *18.10mAR) *18.38mAR) *21.60(reB) ! *23.90(reB){!

*CURRENT FEDERAL ORDER VALUES ($/LB) * = *NEW
WEIGHTED AVG. 4-WK MAR 1-31, 2023 *MAR 2023
PRODUCT VALUE MAKEALLOW NET COMPONENTS

’"NE\}‘G gzgg ﬂg gggg; MONTH AGO 421F 4.14F *CHEESE 1.8399 0.2003 1.6396 TT *PROT 2.4085 1T
’“fm gzgg 22‘75 gggg 18.99 20.83 17.78 18.86 23.10 423k  23.90 414F |*BUTTER 24258 0.1715 2.2543 1T *B.FAT 2.7300 1T
Phas$25.50 418 $2825 YEAR AGO *NFDM  1.1935 0.1678 1.0257 1l *N.FAT 1.0154 ll
iCA $25.504.21 52486 94 38 24.76 22.45 24.82 2470 418¢  25.70 a11F |*DRYWHEY 0.4261 0.1991 0.2270 T *OTHER 0.2338 11

25.50 417 $24.74

25.30 4.16 $24.65
. $24.70 4.27 $24.64
24.80 4.58 $24.26

CATTLE - DAIRY PURPOSES($/HD) NORTHEAST (Avg. April 5, 2023 sale New Holland, PA)

Wi $23.30 4.23 $2406 COWS: Fresh Bred Springing *HEIFERS: Bred Springing Beefx Open: 300-600 Ibs BeefX 600-900 Ibs BeefX 900-1100 Ibs BULLS(800-1300ibs)
D RS L 1550 1650 1475 1350 10151 1000 Lo 300 300 625 2600 775 950 1o
Mantil S LESGOCOE S
NM $22.20 410 $22.44 1615 1450 1425 1505 1475 N/A N/A N/A  N/A N/A N/A 1045 1o
Price ng)\of pricelaI rEﬁorte: b){gS1DlA%a2k3et News for FED HOLSTEIN STEERS ($/CWTLIVEWEIGHT) CURRENT BeefX =~ WEEKAGO  YRAGO
averages do uction Markets April 6-11, Choice & Prime 1250-1550 Ibs light test 134.00 LD 134.75 11500 Ul
ages: . . .
owerend grl;"m"ir:‘mf:coxse;z S:VT:ZE‘ZEGHIBM BULL CALVES: No. 1 &2, 90-130 Ibs 22500 42500 27500 460 16500 Ll
common
917510 81.2511 69.75. 70-85 Ibs 200.00 450.00 325.00 350 165.00 1l
%}gel% B oo WEEK AGO =---nmrmemmemmmmemmmee brought to you by
N/A 94.35 84.60 7335 7
dressing S ]I]NE ennsylvania
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