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Class IV price cooling off? Class IV milk price has increased month
over month since Aug. 2021, surpassing Class III milk price in November
2021. For the third straight month, the April Class IV price, announced on
May 4, set an all-time high at $25.31 per cwt. Since February, the spread
between Class III and IV has been declining. The Feb. Class IV price was
$3.09 per cwt higher than Class III, $2.37 higher in March and 89 cents
per cwt in April. Although all milk prices have softened somewhat over
the last few weeks, Class III milk futures have experienced a net increase,
whereas Class IV experienced net decrease. Has the Class IV boon ended?

Since last year, reduced world supply of milk powders and butter have
created an environment to support the increased Class IV prices we have
seen over the last several months. However, domestic demand for butter
and international demand for powder have decreased over the last couple
months. As the futures market shows, Class IV price is starting to move
downwards compared to the beginning of April. Most of the butter made
in the U.S. stays in the U.S. and most of the powder (nonfat dry milk/skim
milk powder [NDM/SMP)]) leaves the country. For example, during 2021,
2.15 bil. pounds of butter was used domestically compared to 98.3 mil.
pounds of exports, and 801 mil. pounds of NDM/SMP was used domestical-
ly compared to 1.97 bil. pounds exported. Through the first three months
of 2022, domestic butter use is down over 7% (-39 mil. pounds) compared
to the first three months of 2021, and NDM/SMP exports are down more
than 8% (-40 mil. pounds) compared to the same time.

What is causing the current demand issues? Like all things in the dairy
industry, there is not a single clear explanation. However, supply and de-
mand are likely culprits. Butterfat across the globe, including the U.S., has
been in short supply causing butter prices to inflate. It seems that price
points have been reached that are causing consumers and food service
establishments here in the U.S. to reduce butter purchases. According to
the USDA, average retail butter price for the week ending April 29 was
an all-time high at $4.30 per pound, $4.11 per pound two weeks ago and
$3.95 per pound the week ending May 13. This is about $1 more per pound

Prices change daily. This market information is an example for educational purpos-
es. The market data bélow are compiled weekly by Farmshine, via CME & USDA reports
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buying as much butter at retail
stores, and restaurants are per-
haps trying to save money by switching to cheaper plant-

based butter alternatives. In addition, restaurant sales, in

general, are still less than they were pre-pandemic. Butter futures as of
May 16 moved higher but are declining month-to-month with May 2022
currently trading at $2.70 while dropping close to 40 cents per pound for
January 2023.

According to the U.S. Dairy Export Council (USDEC), through the first
quarter (Q1) of 2022, the top three export markets of the U.S. have expe-
rienced declines of NDM/SMP compared to Q1 2021. NDM/SMP exports
to Mexico are down 3%, Southeast Asia down 1%, and China down 24%.
Much of China is still on lockdown because of COVID-19. This is disrupting
the supply chain and keeping residents at home. Higher than normal dairy
product prices in China are hindering dairy purchases as well.

Futures markets indicate Class IV prices are moving in a net downward
direction compared to what they had been doing since the second half of
last year. Class IIl is trending upwards and may surpass Class IV prices this
month or next
month. How-
ever, if May 16 **%
futures become ...
reality, Class IV
will average
$22.94 for the sucw
next 12 months.
This is still $7.26
per cwt more s
than the 5-year
average.
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Butter Futures and Class IV Futures Vs. Class IV 5-Yr Avg

Apr May Jun Jul Aug Sep O Nov Dec Jan Feb  Mar Apr

—e—Class IV, 4/8/22 —e—ClassIV, 5/16/22 Class IV, 5-yr Avg

Butter, 5/16/22
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CME DAILY FUTURES & OPTIONS TRADING — MAY 18, 2022 AT THE CLOSE
JUL-22 AUG-22 SEP-22 O0CT-22 NOV-22 DEC-22 JAN-23 FEB-23 MAR-23 APR-23 REND

«pyg= CLASS Il MILK FUTURES ($/CWT) vs. wk ago: May up $0.10; Rest of board $0.40-0.80 higher. 12-Month Avg. 22.7111
Average 2498 2457 2440 2404 2355 2330 23.00 2220 2132 20.70 20.37  20.08 il
b;’ﬂvjfﬂ';‘_’f CLASS IV MILK FUTURES ($/CWT) vs. wkago: May up $0.35; Rest of board $0.40-0.90 higher. 12-Month Avg. 23.0211
Eastand 2490 2437 2447 2434 2415 23.70 2350 2280 2180 2035 2111  20.80 m
Mid-East — ......... HIGHEST & LOWEST DAILY SETTLE PRICE FOR CL. lll CONTRACTS OVER LIFE OF CONTRACT & MONTH/DATE OF OCCURRENCE -------------
*MARGIN 2517 04/22 2510 04/22 24.90 04/22 24.49 04/22 24.40 04/22 23.95 04/22 23.80 03/22 23.43 03/22 23.43 03/22 22.20 03/22 22.08 03/22 22.08 03/22

= Mik 11.12 0420 11.20 0520 11.20 04/20 11.12 0520 11.20 05/20 11.12 04/20 11.31 04/20 11.20 05/20 11.20 05/20 11.20 05/20 11.72 05/20 11.72 05/20

Price  CLASS Il MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium

gggg 25.00 0.07 24.750.57 24.751.15 24.50 1.37 24.00 1.51 23.75 1.63 23.00 1.47 22.251.58 21.251.45 20.75 1.54 20.25 1.58 20.00 1.49

Cost MILK BASIS ($/CWT) — PA BASIS & 2016-19 AVG OF PA/NY/VT/OH — YOUR INDIVIDUAL BASIS WILL VARY (MAILBOX - CLASS 3)
percwt. PA 182 1.58 0.99 1.03 0.95 0.79 0.60 0.79 117 0.62 1.53 2.29
YELLOW G 1.66 1.45 1.25 1.31 1.15 0.67 0.74 1.38 0.85 1.67 2.55 215

= DMC OFFICIAL GROSS MARGINS per cwt.(USDA All-Milk, com/alfalfa & Ill. soybean, feed for all classes of dairy cattle on the farm) Updated with NEW prem. alfalfa feed cost

payment DMC JAN-21 FEB-21 MAR-21 APR-21 MAY-21 JUN-21 JUL-21 AUG-21 SEP-21 O0CT-21 NOV-21 DEC-21 JAN-22 FEB-22 *MAR-22
triggered 6.90 5.97 6.26 6.77 6.67 6.03 547 5.03 6.69 854 914 953 1154 1098 =11.55 11

U.S. AVG MILK MARGIN per 100 Ibs milk based on 75-Ib herd avg & USDA’s All-Milk price, USDA-reported comn & alfalfa hay & lll. soybean prices (lactating feed only)

DEC-20 JAN-21 FEB-21 MAR-21 APR-21 MAY-21 JUN-21 JUL-21 AUG-21 SEP-21 O0OCT-21 NOV-21 DEC-21 JAN-22 *FEB-22 *MAR-22
1251 1125 1051 10.66 1131 1163 1077 1019 979 1094 1246 1341 1417 1651 *16.61 *17.12 11
PA AVG MILK MARGIN per 100 Ibs milk based on 75-Ib herd average and USDA’s PA All-Milk price, USDA com & alfalfa hay & Buff., NY soybean prices (lactating feed only)
12.36 1053 856 924 937 976 1020 10.04 9582 11.07 1226 1348 1379 1638 *17.09 *18.35 11
CORN FUTURES ($/BU)
JUL-22 SEP-22  DEC-22 MAR-23 MAY-23 JUL-23 SEP-23 DEC-23 MAR-24 MAY-24 JUL-24 SEP-24 HAD.
7.814 7.532 7.402 7.436 7.434 7.380 6.724 6.452 6.512 6.532 6.496 5.832 MIXED
WEEK AGO
7884 7520 7.35% 7.394 7390 7.340 6.720 6.462 6.522 6.536 6.504 5.965
SOYMEAL FUTURES ($,/TON)
e JUL-22 AUG-22 SEP-22 0CT-22 DEC-22 JAN-23 MAR-23 MAY-23 JUL-23 AUG-23 SEP-23 0CT-23 REND
5\ 414.0 4094 404.6 399.2 4001 399.0 395.7 3944 394.2 389.9 384.3 3754 il
WEEK AGO
3979 3931 389.6 386.0 3838 3835 3844 3818 3782 3732 3741 369.6
*=nEy PAMILK MARGIN & IOFC-LATEST PSU VALUES - *MAR. 2022 CME DAIRY CASH-SETTLED FUTURES ($/LB) 05/18/22  SPOT CASH TREND
FEED COST I0FC ($/COW  PA MILK MARGIN MAY JUN JUL AUG SEP OCT NOV 05/18/22
FEED = ($/CWTmilk)  @75Ibsmilk)  ($/CWT milk) NFDM 1.805 1.787 1.757 1.760 1.755 1.728 1.720 11 1.745017
SCWT *MAR(estimateq) 8.5911 13.7611 18.3511 WHEY 0.657 0575 0.550 0532 0.525 0.527 0510 1  0.5025l]
$/cow YR AGO 8.66 6'93 9'24 CHEESE 2404 2399 2400 2.380 2.333 2320 2289 1T See Below

CME SPOT CHEESE: BARRELS 2.4500/40 LB BLOCKS 2.3750 11 /11

ALk B mgisox *=NEW ANNOUNCED FEDERAL ORDER PRICES (s/cwn) *CURRENT FEDERAL ORDER VALUES ($/LB) * = * NEW
ik sbs20 415 $oags *CL | ADVIT CL IITT  CLINTT  CL IV ALL-MILK-US ALL-MILK-PA | WEIGHTED AVG. 4-WK APR. 1-30,2022 APR. 2022
ior Son g 430 ot00 *25.87uuN)  25.71aPR) 24.42apR) 25.31(aPR) 25.90MAR)  26.40(maR)TT | PRODUCT ~ VALUE MAKEALLOW NET COMPONENTS
;'NLY GEp g MONTHAGO 4.13F 4.06F CHEESE 22910 0.2003 2.0907 1t PROT 3.4239 11
e Srae0 378 ags  25.45 2476 2245 2482 2470 25.70 BUTTER 27694 01715 25079 1T B.FAT 3.1461 11
e $2520 419 $2358 YEAR AGO NFDM 18314 0.1678 1.6636 1T N.FAT 1.6470 11
[PAnssa A oi7 gggg 18.29 15.56 17.67 15.42 17.40 17.90 DRYWHEY 0.7394 0.1991 0.5403 !! OTHER 0.5565 !l
05 $5450 421 42330 CATILE - DAIRY PURPOSES($/HD) NORTHEAST (Avg. May 11, 2022 sale New Holland, PA)
o a0 4 30T COWS: Fresh  Bred Springing HEIFERS: Bred  Springing Beefx Open: 300-600 Ibs BeefX 600900 Ibs BeefX 900-11001bs BULLS(300+ bs)
(Wi $2340 419 82301 1575 1450 1850 1400 1350 800 485 NA 725  NA 1025 1100
i 23.20 411 $22.32 WEEK AGO COMPARISON
[N 82240 403 $71.43 1675 1350 1835 1200 1300 1125 400 NA 875 550 950 925
Price QXngfprice';rEﬁortela byfzsli/; l\ggrzlgetNewsfor FED HOLSTEIN STEERS ($/CWT LIVEWEIGHT) CURRENT BeefX WEEKAGO YR AGO
averages do uction Markets May 12-17, Choice & Prime 1250-1550 Ibs light test 114.85 115.50 9500 Il
rages : ) .
owerend gszﬁlTnA‘:ﬁf:coxse;K S:VT:ZE‘ZEGHIBM BULL CALVES: No. 1 &2, 90-130 Ibs 10200 30000  113.00 200 14000 L
common
831011 79.8511 70.2511 70-85 Ibs 95.00 300.00 110.00 280  85.00 4l
/}gel% I WEEK AGO ------mememmmemmmmemnmen brought to you by:
N/A 82.00 7560 69.10 SR Zgr
dressing SEALE gycerer NN S ]I]NE ennsylvania
---------------------------- YEARAGO --omomremmmmemmmeoeremoes w"vg@‘j DalryEXCELLENCE F IVI A DpEPARTMENTyOFAGRICULTURE
N/A 7210 69.85 51.00 :




