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May DMC Margins and 2023 Projections: Further degradation of
the Dairy Margin Coverage (DMC) margin continued through May. On
June 30, the May DMC margin was announced as $4.83 per cwt. This
represents a record low, falling 20 cents below the previous low of $5.03
per cwt set in August of 2021. Based on June 30 DMC projections, feed
costs are expected to continue to decline while milk price is also ex-
pected to continue to decline enough to offset feed prices to keep the
DMC margin on a downward trajectory at least through July, before im-
proving through the rest of the year. Unfortunately, feed prices do not
decline enough, or milk price does not improve enough, to get the DMC
margin above the maximum $9.50 margin through the rest of the year.

For the third month in a row, total DMC feed cost declined while the
U.S. all-milk price has been declining since November 2022. Compared
to April, the May U.S. all-milk price declined $1.40 to $19.30 per cwt.
Corn and soybean meal (SBM) prices declined, and alfalfa hay increased
slightly. Corn dropped 16 cents to $6.54 per bushel. This represents a
$5.71 drop per ton to $233.57. SBM dropped $33.67 compared to April
to settle at $423.58 per ton. Superior alfalfa hay price increased a slight
$2 to settle at $317.00 per ton for the month of May. The drops in corn
and SBM prices easily offset the slight alfalfa hay price increase, drop-
ping the total DMC feed cost by 39 cents to $14.47 per cwt.

Unfortunately, the U.S. all-milk price dropped more than the DMC
feed commodities to drop the DMC margin for the sixth consecutive
month. At the maximum $9.50 margin coverage, the May $4.83 margin
triggers a $4.67 per cwt indemnity on 1/12 of established production
history. After deducting the sequestration fee (5.7%), this is a payment
of $3,670 per 1 million pounds of production history enrolled in the
program, or $18,349 for operations that maximize the Tier 1, 5-mil-
lion-pound cap. Through May, every month has triggered indemnities.
At the $9.50 margin coverage, the May indemnity adds an additional 37
cents per cwt to the net benefit through April, bringing the current net
benefit to $1.16 per cwt.

DMC projections through the rest of the year are not very encour-
aging. As of the June 30 online DMC Decision Tool, declining milk price

Prices change daily. This market information is an example for educational purposes. The
market data below are compiled weekly by Farmshine, via CME & USDA reports
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to reduce the DMC margin
further. At $4.11 and $4.07,
respectively, the margins for
June and July approach the $4.00 per cwt catastrophic coverage. After
July, the DMC feed price continues to decline while milk price reverses
and starts increasing again. The net effect is improved margins, but
they do not improve enough through the rest of the year to rise above
the maximum $9.50 margin coverage.

Current projections show that the U.S. all-milk price is expected to
average $20.04 in 2023 with the DMC feed cost averaging $13.87. This
produces an average DMC margin of $6.17 per cwt. At the $9.50 margin
coverage, an average feed cost of $13.87 per cwt provides a U.S. all-milk
trigger price of $23.37 per cwt. If current projections become reality, the
DMC program will provide enrolled dairy farmers with $29,818 per 1
million pounds of production history or a total of $149,488 for an oper-
ation that maximizes the Tier 1, 5-million-pound cap. This equates to a
theoretical net benefit for 2023 of $2.99 per cwt.

" zmyers@centerfordairy
excellence.org

Source: hitps.//dme dairymarkets org/#/price-forecasts
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*AVG = CME DAILY FUTURES & OPTIONS TRADING — JULY 5,2023 AT THE CLOSE
ﬁgg.':?o‘i JUL-23 AUG-23 SEP-23 O0CT-23 NOV-23 DEC-23 JAN-24 FEB-24 MAR-24 APR-24 MAY-24 JUN-24 Rydaiy
North-  CLASS lll MILK FUTURES ($/CWT) vs. wk ago: Jul-Dec23 down fully $0.25-0.50, Jan-Jun24 down $0.10-0.30. 12-Month Avg. 16.8311
5?5’5;5 14.01 1446 1580 16.76 1740 1749 17.59 1760 1761 17.61 1780 17.78 il
CLASS IV MILK FUTURES ($/CWT) vs. wk ago: Jul-Aug23 firm, Sep-Oct 23 dn $0.15-0.30, Nov23-Jan24 dn $0.30-0.50, Feb-Jun24 dn $0.05-0.20 12-Month Avg. 17.96!
*’:"m'" 1798 17.66 1743 1764 17.711 17.83 17.92 1810 18.23 18.35 1835 18.35 U
Price  CLASS Il MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium
f‘:’(‘a’gg 14.00 0.14 14.500.51 15.750.70 16.750.79 17.50 0.91 17.50 0.92 17.50 0.92 17.50 0.97 17.50 1.03 17.50 0.96 17.751.06 17.751.11
Cost MILK BASIS ($/CWT) — 2017-22 PA BASIS AND AVG PA/NY/VT/OH — YOUR INDIVIDUAL BASIS WILL VARY (MAILBOX - CLASS 3)
percwt.  PA 0.99 1.03 0.95 0.79 0.60 0.79 1.17 0.62 1.53 2.29 1.82 1.58
YELLOW pvG 1.25 1.31 1.15 0.67 0.74 1.38 0.85 1.67 2.55 2.15 1.66 1.45
- 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 DMC MAR-22 APR-22 MAY-22 JUN-22 JUL-22 AUG-22 SEP-22 0CT-22 NOV-22 DEC-22 JAN-23 FEB-23 MAR-23 APR-23 *MAY-23
triggered 11.55 1229 1251 1192 992 8.08 862 10.7 10.89 9.76 7.94 6.19  6.08 584 *4.83 1l

U.S. AVG PREMIUM ALFALFA & ALFALFA/GRASS HAY 20-22% CP - Source: USDA Monthly National Dairy Comprehensive Report

FEB-22 MAR-22 APR-22 MAY-22 JUN-22 JUL-22 AUG-22SEP-22 OCT-22 NOV-22 DEC-22 JAN-23 FEB-23
253.80 278.02 280.00 322.00 321.17 31250 308.17 290.70 300.10 289.50 296.50 266.60 297.25

MAR-23 APR-23 *MAY-23
277.00 290.00 *292.86 1T

U.S. AVG. BRED COWS & HEIFERS (3rd trimester) per head as reported by USDA Monthly National Dairy Comprehensive Report

1237 1253 1390 1278 1184 1350 1407 1265 1310 1290 1300 1250 1352 1342 1330 *1400 11
-, U.S. AVG. FRESH COWS per head as reported by USDA Monthly National Dairy Comprehensive Report
: 1293 1486 1468 1496 1341 1571 1417 1384 1701 1526 1531 1436 1487 1493 1544 *1469 Il
- CORN FUTURES ($/BU)

JUL-23  SEP-23 DEC-23 MAR-24 MAY-24 JUL-24 SEP-24 DEC-24 MAR-25 MAY-25 JUL-25 SEP-25 REND

5482 4.852 4934 5.052 5124 5.156 5.010 4.990 5.084 5.126 5.142 4.800 H

WEEK AGO

5900 5312 5366 5466 5466 5516 5524 5200 5140 5214 5242 5.250
| " SOYMEAL FUTURES ($/TON)

N JUL-23 AUG-23 SEP-23 0CT-23 DEC-23 JAN-24 MAR-24 MAY-24 JUL-24 AUG-24 SEP-24 0CT-24 REND
5‘) 4179 4101  402.7 3945 393.2 390.3 3827 3772 3768 3740 369.7 365.0 "
WEEK AGO
401.8 393.7 386.2 379.5 378.0 3762 370.6 368.3 366.4 363.9 360.8 361.8
*=nEyy PAMILKMARGIN & IOFC-LATEST PSUVALUES - *MAY 2023  CME DAIRY CASH-SETTLED FUTURES ($/LB) 07/05/23  SPOT CASH TREND

FEED COST IOFC ($/COW  PA MILK MARGIN JUL AUG SEP OCT NOV DEC JAN24 07/05/23
FEED = ($/CWTmilk) @ 75 Ibs milk) ($/CWTmilky ~ NFDM 1.150 1.117 1.083 1.093 1.115 1.140 1.167 L  1.11004
SCWT. *MAY (estimated) *9.6511 *8.2111 *15.45/0  WHEY 0.281 0.262 0.265 0.277 0.298 0.305 0.335 1  0.2400l]
I0Fc = PREV MO 9.28 8.87 15.86 BUTTER 2430 2400 2415 2425 2447 2400 2.348 Mixed 2.46501T
$COW  YRAGO CHEESE 1.506 1.569 1.698 1.795 1.853 1.861 1.868 Mixed See Below

9.34 13.47 20.48
Covers ONLY lactating feed, based on 75 Ib herd avg, Buff, NY soy price

CME SPOT CHEESE: BARRELS 1.3425/40 LB BLOCKS 1.3525 1l /11

**USDA MAR-23 *
ALK EF;MA’:IE%X =NEw ANNOUNCED FEDERAL ORDER PRICES ($/cwT) *CURRENT FEDERAL ORDER VALUES ($,/LB) * = *NEW
'SE ézggig? gfog CL I ADVIL *CcL il *cL il *CL IVTT *ALL-MILK-U.S *ALL-MILK-PA | WEIGHTED AVG. 4-WK JUNE 1-25, 2023 *JUNE 2023
;;‘.ENZ 5290 493 o159 17.32uun) *18.83uuN) *14.91(0un) *18.26(un) *19.30may) 1L *20.60may) L. | PRODUCT VALUE MAKEALLOW NET COMPONENTS
B o MONTHAGO 4.06F. 4.02F *CHEESE 1.5724 0.2003 1.3721 !l *PROT  1.5114l!
o1 $a190 407 $2076  18.01 1911 16.11 1810 2070412 2110407 | ‘BUTTER 24510 0.1715 22795 TT “B.FAT  2.760511
ER DAL (7 YEARAGO *NFDM  1.1674 0.1678 0.9996 1T *N.FAT  0.989611
e 25.87 26.65 24.33 25.83 27.20 400F  27.30 392F | *DRYWHEY 0.3220 0.1991 0.1229 ll *OTHER 0.1266!.
",V'v:‘ % ggﬁ% gggg CATTLE - DAIRY PURPOSES($/HD) (Avg June 28, 2023 New Holland PA) *Supply down 46% vs year ago: 30% fresh cows, 47% bred heifers, 11% open heifers.
<U.S. $21.10 419 $20.32 Compared with week ago: Prices steady to $100 lower, except springer heifers $200 higher; Compared with a year ago, prices remain $300 to $400 higher overall.
|MA0 $%A20 Tlrﬁs lgg h Bred Springing *HEIFERS: Bred Springing Beefx Open: 300-600 Ibs BeefX 600-900 Ibs BeefX 900-1100 Ibs BULLS(800-1300ibs)
Ml $20.60 411 $19.52 1725 1675 1750 1375 1600 1185um / N/A 1075 1075 1250 N/A
*%(msggg;g :.gé 13% WEEK AGO COMPARISON
'NM $18.50 3.96 $17.39 1700 1685 1985 1475 1400  950mD N/A 375 875 N/A 1360 N/A
Price QXngf prlce'a reﬁortP]d bylZJgDJAlekgto l;e3wsf0r FED HOLSTEIN STEERS ($/CWT LIVEWEIGHT) CURRENT BeefX  WEEKAGO YR AGO
averages do uction Markets June 29- July Choice & Prime 1250-1550 Ibs light test 158.10LTD 140.25 12385 11
notinclude CULL MARKET COWS ($/CWT LIVEWEIGHT : ’ ’
lowerend BT T Bre;i‘/z s Boners Lean BULLCALVES: No.1 &2, 90-130 Ibs 285.00 525.00  305.00 475 169.00 1l
‘common’
108.6011 98.2511 79.101l 70-85 Ibs 300.00 450.00 285.00 510 195.00 11
L WEEK AGO =----mrmmsmmemmemmemme brought to you by
J;’eggng N/A 10660 9475 85.25 e
ennsylvania
---------------------------- YEAR AGQ --momomemmemcmenmecmeeee @ DalryEXCELLENCE DpEPARTMENTyOF AGRICULTURE
N/A 96.85 8225 60.25




