A

°
[

All b DA A

MARCH: The unknowns surrounding COVID-19 and how rapidly it
may spread are certainly having a negative effect on milk prices. While
prices were still relatively favorable in January and the first of February,
they have fallen dramatically over the past few weeks. Those farms
that locked in the higher prices through risk management are better
prepared to weather this storm. For those that didn’t, now is the time
to think about risk management and learn more about what options
are available. Unfortunately, Dairy Revenue Protection price floors have
probably fallen below most farms’ cost of production but learning the
programs and watching the market can help you be ready when the
market rebounds.

Average Class III and IV milk futures prices have continued to de-
cline since the end of February. Class III price for the next 12 months
now averages $15.92 per hundredweight, $1.10 less than at the end of
last month. Average Class IV price for the next 12 months is $14.91, a
drop of $1.45 compared to the end of February. However, according to
sales data reported by MilkPEP, the milk processor check-off program,
dairy sales are up 55% as a result of the short-term increase in demand
caused by COVID-19 and more people eating at home compared to eat-
ing out.

February U.S. milk production was up 1.58% over last February, ad-
justed for leap year. The increase in production was driven by a 0.2% in-
crease in cow numbers and a 1.5% increase in production per cow. The
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January export value gained 29.5% compared to January 2019 to
$546.2 million. The near future of the export market is unknown as a re-
sult of COVID-19 and the uncertainty about how it is affecting countries
to which the U.S. exports dairy products. Once this pandemic is better
controlled, there is opportunity for exports to grow because of new
trade agreements and other market factors. New Zealand milk produc-
tion growth is hampered by drought and as the domestic price falls, our
price becomes more favorable in terms of exports to other countries.

Unfortunately, the 2020 dairy picture does not look as promising as
it did two months ago, but the current market underscores why risk

management is so
important. Please
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CME DAILY FUTURES & OPTIONS TRADING — MAR. 24, 2020 AT THE CLOSE

MAR-20 APR-20 MAY-20 JUN-20 JUL-20 AUG-20 SEP-20 OCT-20 NOV-20 DEC-20 JAN-21 FEB-21 REND

CLASS Il MILK FUTURES ($/CWT)

16.26  16.08 1509 1538 1583 1610 1624 1624 1610 1586 1566 1573 il
*AVG = WEEK AGO
Average
basisty  16:33 15.99 1547 1556 1591 1615 1633 1645 1642 1623 1613  16.17
North- e HIGHEST & LOWEST DAILY SETTLE PRICE OVER LIFE OF CONTRACT AND MONTH/YEAR IT OCCURRED
Eastand 1892 12/19 18.1612/19  17.7612/19 17.6201/20 17.73 01/20 17.8501/20 17.95 01/20 18.05 01/20 18.01 01/20 17.95 01/20 17.67 01/20 17.67 01/20
Mid-East ~ 14.63 11/18 14.59 1118 14.6511/18 15.1211/18  15.01 11/18 15.01 11/18 14.99 11/18 14.52 11/18 14.52 11/18 15.02 11/18 15.50 01/19 15.60 01/19
. MILK BASIS ($/CWT) — PA BASIS & 2014-16 AVG OF PA/NY/VT/OH — YOUR INDIVIDUAL BASIS WILL VARY (MAILBOX - CLASS 3)
WRSN PA 181 158 119 160 128 101 085 133 187 170 275 230

pice 'AVG 2.25 2.02 1.25 2.14 1.80 1.12 0.90 1.32 1.82 1.65 2.72 2.70

over  MPP/DMC OFFICIAL GROSS MARGINS per cwt.(USDA All-Milk, com/ alfalfa hay & lllinois soybean prices, feed for all classes of dairy cattle on the farm)

Feed MPPDEC-18 DMC JAN-19 FEB-19 MAR-19 APR-19 MAY-19 JUN-19 JUL-19 AUG-19 SEP-19 0CT-19 NOV-19 DEC-19 *JAN-20

Cost 7.85 1.7 7.91 8.66 8.82 9.00 863 927 985 1041 10.88 1221 11.95 *10.72 1l
percwt.  U.S, AVG MILK MARGIN per 100 Ibs milk based on 75-Ib herd avg & USDA’s All-Milk price, USDA-reported com & alfalfa hay & Ill. soybean prices (lactating feed only)
VELLOW " DEC-18 JAN-19 FEB-19 MAR-19 APR-19 MAY-19 JUN-19 JUL19 AUG-19 SEP-19 OCT-19 NOV-19 DEC-19 JAN-20 *FEB-20
payment 1063 1079 11.00 11.63 1161 1176 1182 1252 1294 1339 1398 1529 1494 1386 *12.82 Il
triggered 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)

129 1046 1037 1134 1139 1121 1154 152 1148 1273 1317 13.09 13.78 1310 *12.93

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

16.250.0116.00 0.24 15.00 0.55

15.50 0.83 15.750.77 16.00 0.80 16.250.91 16.250.90 16.00 0.85 15.750.83 15.75 0.90 15.75 0.86

MAR-20 JUL-20 SEP-20 DEC-20 Example APR-20 JUL-20 SEP-20  DEC-20
CORN ($/BU) OPTIONS — CALLS Daily Strike SOYMEAL ($/TON) OPTIONS — CALLS
3.502460 3.7019.20 3.901570 3.702820 Price /Premium 280 2180 285 2350 290 2220 300 20.50
: 3.9001.10 4.500230 4.800300 4.5007.70 305 0250 335 0320 360 0240 380 02.70
CORN FUTURES ($/BU)
MAY-20 JUL-20 SEP-20  DEC-20 MAR-21 MAY-21 JUL-21 SEP-21  DEC-21 JUL-21 SEP-21 DEC-21 [ERLISAY
3.484 3.534 3582 3.672 3.770 3.814 3.834 3.764 3.824 3.950 4.004 4.046 1
WEEKAGO
3.352 3416 3482 3576 3.690 3376 3.762 3.706 3.782 3.910 3.966 4.016
SOYMEAL FUTURES ($/TON)
S 1 MAY-20 JUL-20 AUG-20 SEP-20 OCT-20  DEC-20 JAN-21 MAR-21 MAY-21 JUL-21  AUG-21 SEP-21 [\
321.7 3183 3139 3110 3096 3109 3082 2985 298.0 301.0 301.2 3009 1
WEEKAGO
304.0 3006 2989 299.0 2991 3013 3004 2953 2939 2963 2969 2973

*=nEw PAMILK MARGIN & IOFC-LATEST PSU VALUES - *FEB. 2020

CME DAIRY CASH-SETTLED FUTURES (S/LB) 03/24/20 SPOTCASH TREND
MAR APR MAY JUN JUL AUG SEP 03/24/20

FEED = (;fg\?vfgﬁl) '&g:ﬁ:ﬁ,ﬁg P’*(y/'émm%m NFDM 1.125 0988 0.977 0995 1.015 1.031 1.050 1l 1.00001
$CWT  +rEB *7 1211 %969 1 %12.93 11 WHEY  0.370 0.357 0.345 0.338 0.342 0.350 0.346 MXED 0.33007T
JOFC = *PREV MO 7'19 9.82 13'09 BUTTER 1.767 1.752 1.759 1.780 1.826 1.880 1.900 { 1.7100l!
$/COW : : : CHEESE 1.713 1.701 1.610 1643 1.685 1.708 1.717 Il See Below
YRAGO 6.56 8.51 1.34 CME SPOT CHEESE: BARRELS 1.4500 / 40 LB BLOCKS 1.8150 1l / 1l

**USDA OCT. 2019**
ALL-MILK BF MAILBOX

*=NEw ANNOUNCED FEDERAL ORDER PRICES ($/cwT)

*CURRENT FEDERAL ORDER VALUES ($/LB) * = *NEW

PAuesomphony 2025 *CL 1 ADVIL CL L. CL ML CL VIl ALLMILK-US ALL-MILK-PA | WEIGHTED AVG. 4-WK FEB. 1-29, 2020 FEB. 2020
On S1a70 398 S1000 *16.64(arR) 16.84(FER) 17.00(e) 16.20FEs) 19.60uan)ll 20.20an)l | PRODUCT  VALUE MAKEALLOW NET COMPONENTS
IS $3990 399 $10.8 MONTHAGO 4.03F 3.99F CHEESE 1.7884 02003 1.5881 l.  PROT 3.0309 11
RE $300570 Stoar 17.46 17.05 1705  16.65 20.70 20.90 BUTTER 1.8076 0.1715 1.6361 | B.FAT 1.9813 1l
2 (HEDEE YEAR AGO NFDM  1.2453 0.1678 1.0775 11 N.FAT 1.0667 11
PS030 506 siass 1576 1643 1389 1586 16.60 17.70 DRYWHEY 0.3690 0.1991 0.1699 TT  OTHER 0.1750 [T
Price  CATTLE - DAIRY PURPOSES($/HD) NORTHEAST (Avg. MARCH 18, 2020 sale New Holland, PA)
averages COWS Fresh Bred  Springing HEIFERS: Bred Beefx (bred) Springing Open: 300-600 Ibs Beef X 600-900 Ibs 800-1200 Ibs BULLS (600-1800 Ib)
dort 1000 1125 850 700 NA 825 30  NA 540 N/A 700
lowerond FOUR WEEK RUNNING AVG
‘common’ 1000 1025 875 700 N/A 825 375 N/A 500 600 750
ng/i?e?gd Avg. ofprices'reported by USDA Market News for FED HOLSTEIN STEERS ($/CWT LIVEWEIGHT) CURRENT WEEKAGO YR AGO
- PA &NY Auction Markets March 19-24, 2020 Choice & Prime 1250-1550 Ibs  light test 88.50 89.00 NoTest 1t
CULL MARKET COWS ($/CWT LIVEWEIGHT) BULL CALVES: No. 1 &2, 90-130 Ibs 76.00 110.00 110.00 il
Premium White Breakers Boners Lean 70-85 Ibs No Test 92.00 75.00 11
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N/A 65.00 61.25 51.50 ]




