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The graph (below, right) shows the U.S. all milk prices and
the number of cows on U.S. farms since 1988. This graph clearly
shows the relationship between cow numbers and milk price.
When the milk price drops, dairymen cull cows until the milk
prices rebounds. The dairy cow herd during this period varied
from a low of 8,986,000 head in January of 2004 to a high of
9,335,000 head in July of 2008. This increase of 349,000 cows
translates to a 3.9% change in the dairy cow inventory.

The lowest US all milk price for this period was $11.00/cwt
from March through June of 2003. The highest price was $21.90/
cwt in November 2007, a change of 199%. This shows how the
size of the US dairy herd influences the total milk supply. The
total milk supply then affects the milk price.

As [ write this, projected 2010 milk margins have fallen since
mid-December. The February Class III milk contract dropped
$.80, the September contract $.10, and each contract month in
between is trading lower than before Christmas. In most 2010
corn contract months, corn futures prices have increased around
$.40. Soybean meal futures have dropped around $10 for 2010
futures contract months.

Joe Dairyman looks at this and other information to create
his own price outlook for 2010. Joe’s outlook will change each
day as he considers many questions. Will the dairy herd in the

Prices change daily. This market information is an example for
educational purposes. The market data below are compiled weekly by
Farmshine, using CME and USDA reports and the CDE Scorecard.
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United States continue to decrease? Will the
U.S. economy continue to improve? Will oil
prices continue to increase? Will he maintain
his herd’s pregnancy rate? Will next spring’s
forage increase milk production? As markets
create profitable pricing opportunities, Joe
will project his outlook to decide which of the
various price risk management tools are best
suited to protect these potential profits.

The next Dairy Gross Margin sales period
is January 29 & 30.

January 31 is the deadline for the AGR/
AGRLite Farm and Inventory report. Ques-
tions and comments are welcomed.

w\ ALAN ZEPP
J Risk
/"r Management
Program
Coordinator
717-420-7448
azepp@centerfor
dairyexcellence.org
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Cows on Farms in U.S. vs. U.S. All-Milk Price since 1988
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JAN-10 FEB-10 MAR-10 APR-10 MAY-10 JUN-
CLASS 11l MILK FUTURES ($/CWT)

NOV
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CME DAILY FUTURES & OPTIONS TRADING — JANUARY 12, 2010 CLOSE

10 JUL-10  AUG-10 SEP-10 OCT-10 NOV-10 DEC-10

miic OH 232 215 2.34 0.98 1.25 1.51 1.63 1.26 1.33 1.91
(not Wv222 201 2.14 0.76 1.05 1.45 1.43 1.20 1.19 1.69

shown)  MILC PAYMENT ($/CWT) FORECASTS Based on Futures as of Fri., Jan. 8, 2010
meted 0.00  0.00 0.00 0.00 000 000 0.0 0.00 000 0.0
at$0.37  GLASS Il MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium

14.250.06 13.50 0.22 13.750.36 14.00 0.45 14.50 0.59 15.00 0.65 15.50 0.82 15.75 0.96 16.00 1.04 15.75 0.99 15.75 1.13 15.75 1.18

r’l 1432 13.65 13.99 1424 14.67 15.23 15.65 15.78 16.01 15.99 15.78 15.78
WEEK AGO
1424  13.66 14.22 14.62 14.97 15.49 15.88 15.91 16.09 16.05 15.85 15.36

------------------------ HIGHEST & LOWEST DAILY SETTLE PRICE OVER LIFE OF CONTRACT AND MONTH/YEAR IT OCCURRED  --srr-srereeeme
2030608 19.89 6/08 19.75 6/08 19.60 608 19.50 608 19.20 7/08 1920 708 18.00 9108 17.20 10/08 16.12 1209 16.03 1209 16.05 12009
13.231/09  13.318/09 13.418/09 1358 8/09 13.828/09 14.49 8/09 14.711/09 14.90 1/09 14.90 1/09 15.05 1/09 1530 209 15.22 2/09

MILK BASIS ($/CWT) — SELECTED NORTHEAST & MID-ATLANTIC STATES (2008 Historical Reference)

PA 340 3.9 3.32 194 223 263 261 238 237 287
mc= NY 232 211 232 1.04 143 157 161 1.44 1.39 1.79
Mk~ VT 238 215 242 1.10 139 1.69 1.71 144 1.53 1.99
Income  NJ 220 1.9 212 0.74 103 143 1.41 118 117 1.67
Loss  DE 282 261 2.74 1.36 165 205 203 1.80 179 229
Confract yp 278 257 270 1.32 1.61 201 1.99 1.76 1.75 2.25

3.19 3.01
217 1.97
2.27 1.99
1.99 1.81
2.61 243
2.57 2.39
2.31 2.23
2.01 1.83
0.00 0.00

MAR-10  MAY-10 JUL-10 SEP-10
CORN (S/BU) OPTIONS — CALLS
3.201.025 3.301.044 3.401.066 3.50 1.055

3.900384 4.000473 4.800261 5.200.254
4450110 5.000101 5.600.107 6.200.107
CORN FUTURES ($/BU)

SOYMEAL FUTURES ($/TON)
JAN-10  MAR-10 MAY-10 JUL-10 AUG-10 SE

4186  4.290 4.374 4.416 4.452 4.

MAR-10 MAY-10  JUL-10

Example SOYMEAL ($/TON) OPTIONS —

Daily Strike 260 37.15 2603585 270 31.95

3450784 3.600775 4100556 4100655 TICe/Premium 570 o6 2802155 280 25.90

290 1385 3001200 31013.20
330 190 360 1.80 400 1.85

262 4322 4370 4.294 4.324

AUG-10
CALLS

270 33.55
280 27.70
310 1540
400 1.90

MAR-10 MAY-10 JUL-10 SEP-10  DEC-10 MAR-11 MAY-11 JUL-11  SEP-11 DEC-11 MAR-12 MAY-12

3.924  4.030 4.112 4.150 4.174 4.
WEEKAGO

4.404  4.474

544 4602  4.660 4.572 4.512

P-10 OCT-10 DEC-10 JAN-11 MAR-11

2954 285.8 280.9 281.8 280.8 278.6 272.8 27116 2728 274.8
WEEKAGO

4592  4.662

MAY-11  JUL-11
276.8 277.8

319.4 311.4 306.5 306.5 304.5 299.5 290.4 2884 2894 291.4

289.4 289.4

*=NEW MILK MARGIN — LATEST PSU VALUES — NOV 2009

CME DAIRY CASH-SETTLED FUTURES ($/LB) 01/12/10  SPOT CASH

JOFC = FEED COST I0FC ($/COW  PA MILK MARGIN JAN FEB MAR APR MAY JUN JUuL 01/12/10
Income  (Nowbased on $/CWTmilk) @65Ibsmilk) ($/CWTmily ~NFOM 1280 1.260 1.240 1240 1.240 1240 1.250 1.3700
Over CURRENT 593 6.81 10.47 WHEY  0.385 0.380 0.380 0.370 0.360 0.374 0.382 N/A
Feed PREVMO 5.82 6.49 9.98 BUTTER 1.335 1.382 1.450 1455 1.477 1.490 1530 1.3500
Cost YRAGO 6.87 8.02 12.31 CME SPOT CHEESE: 40 LB BLOCKS 1.4100 / BARRELS 1.4350
* =New ANNOUNCED FEDERAL ORDER PRICES ($/cwT) CURRENT FEDERAL ORDER VALUES ($/LB)
S SN cLiADV cL Il cL CLIV  ALLMILK U.S. ALL-MILK PA WKENDING 12/31/09 DEC. 2009
DA lowe 15.03 uan) 14.25 pec) 14.98 pec) 15.01(pEc) 16.30(Ec) 17.90 (pEC) PRODUCT VALUE MAKEALLOW NET  COMPONENTS
010 foreca MONTHAGO CHEESE 15969 0.2003 1.3966 PROT 2.8751
or Cla 13.99 13.24 14.08 13.25 15.30 16.80 BUTTER 1.4459 0.1715 1.2744 B.FAT 1.5433
$14 YEARAGO NFDM 1.2858 0.1678 1.1180 N.FAT 1.1068

15.74 11.21 15.28 10.35 15.50 17.10 DRY WHEY 0.3668 0.1991 0.1677 OTHER 0.1727

Pricc  CATTLE FOR DAIRY PURPOSES ($/HEAD) NORTHEAST (Average of USDA-Reported sales — New Holland, PA — (Jan. 6, 2010)
averages COWS: Fresh Bred Springing HEIFERS: Bred Springing Open: 300-600 Ibs  600-900 Ibs  900-1200 Ibs BULLS (600-1200 Ib)

ﬁ?ﬂgé 1325 1085 1175 1135 1300 495 695 N/A N/A
lower-end FOUR WEEK AVG
‘common’ 1335 950 1220 1115 1270 540 775 965 715

cows and Avg. of prices reported by USDA Market News for
heifers.  PA Auction Markets Jan. 7-12, 2010

FED HOLSTEIN STEERS ($/CWT LIVEWEIGHT)  CURRENT WKAGO YR AGO

Choice & Prime 1250-1550 Ibs 72.85 N/A 74.75
CULL MARKET COWS ($/CWT LIVEWEIGH
- ARK 8/ " BULL CALVES: No. 1 & 2, 85-130 Ibs 52.00 5800  55.00
Premium White Breakers Boners Lean
51.75 48.85 46.50 43.00 brought to vou by:
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