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Welcome to this first edition of the Dairy Markets and
Management Update. This cooperative effort between
Farmshine Newspaper, the Center for Dairy Excellence,
the USDA Risk Management Agency, and the Pennsyl-
vania Department of Agriculture, will provide futures and
options market data on a weekly basis from the Chicago
Mercantile Exchange (CME), as well as other market indi-
cators important to your dairy business.

The purpose of this weekly update is not only to help
dairy producers keep up with changes in market conditions,
but also to provide some ideas to deal with the volatility in
these markets using risk management tools. Whether or not
you choose to manage risk with forward pricing through your
cooperative, Dairy Livestock Gross Margin insurance, or
futures and options contracts through a broker, producers in
today’s world need to become familiar with these concepts.

In 2009, the reality is that events such as droughts, cur-
rency exchange rate fluctuations, and other events on other
continents affect commodity futures prices. The futures mar-
kets directly or indirectly set the local price of the commodi-
ties you buy and sell.

Prices change daily. This market information is compiled as an ex-
ample for educational purposes. Using CME and USDA reports and
the Center for Dairy Excellence ScoreCard, Farmshine organizes and
compiles the data below for this exclusive weekly feature.

This weekly column brings togeth-
er in one place some important market
information, right at your fingertips.
We will also work on breaking down
the terminology and concepts into one
bite-sized topic each week to help you
better understand them. As a result,
when you see an opportunity to pro-
tect a profit, you can take action.

This is not a new subject. Futures
markets were established 150 years
ago. For various reasons, we have not
used them as much in dairy as some
other commodity areas.

Readers are welcome to suggest a
topic or ask a question you wish to see
addressed in this weekly column. I am
also available to help individual pro-
ducers sort through the maze of tools
available for managing market risk.

The Center’s website (www.centerfordairyexcellence.org)
will soon feature these reports along with a comprehensive
definition page, providing easy to understand information re-
lating to each section of this weekly Update.

Alan Zepp

Risk Management
Program Coordinator
717-420-7448
azepp@centerfor
dairyexcellence.org
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CME DAILY FUTURES & OPTIONS TRADING — JUNE 2, 2009 CLOSE

MAY-09 JUN-09 JUL-09 AUG-09 SEP-09 O0CT-09 NOV-09 DEC-09 JAN-10 FEB-10 MAR-10 APR-10
CLASS 11l MILK FUTURES ($/CWT)
9.84 10.12 11.10 12.35 13.73 14.40 14.83 15.05 15.16 15.04 15.55 15.79
WEEKAGO
9.83 10.18 11.09 12.40 13.62 14.26 14.65 14.78 14.88 14.68 15.10 15.39
CONTRACT HIGH / LOW & DATE

18.73 6/08 18.754/08 18.40 8/08 16.90 9/08 17.00 9/08 18.62 8/08 16.10 3/09 20.30 7/08 15.21 6/09 18.158/08 19.30 7/08 19.20 7/08
9.80 509 10.13 5/09 11.055/09 12.34 5/09 13.37 1/09 13.17 1/09 14.24 2/09 14.28 2/09 14.65 1/09 15.06 6/09 13.72 1/09 13.98 1/09

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

PA 2.23 2.63 2.61 2.38 2.37 2.87 3.19 3.01 3.40 3.19 3.32 1.94
mic= NY 143 157 1.61 1.44 1.39 1.79 217 1.97 2.32 2.1 2.32 1.04
Milk VT 1.39 1.69 1.71 1.44 1.53 1.99 227 1.99 2.38 2.15 242 1.10
Income  NJ 1.03 143 1.41 1.18 1.17 1.67 1.99 1.81 2.20 1.99 212 0.74
Loss  DE 165 205 2.03 1.80 1.79 2.29 2.61 243 2.82 2.61 2.74 1.36
gggﬁ“ MD 161  2.01 1.99 1.76 1.75 2.25 2.57 2.39 2.78 2.57 2.70 1.32
MILC OH 1.25 1.51 1.63 1.26 1.33 1.91 2.31 2.23 2.32 2.15 2.34 0.98
forApri WV 1.05 145 143 1.20 1.19 1.69 2.01 1.83 2.22 2.01 2.14 0.76
’,‘;132}9 MILC PAYMENT ($/CWT) PROJECTIONS Based on Futures as of June 1, 2009 (Actual MILC for Apr. 2009 was announced at $1.59)
$1.59 152  2.05 1.79 1.66 1.07 0.55 0.20 0.00 0.00 0.00 0.00 0.00

CLASS III MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium
9.75 0.00 10.00 0.10 11.00 0.37 12.25 0.58 13.50 0.69 14.250.86 14.751.03 15.00 1.13 15.00 1.08 15.00 1.19 15.00 1.29 15.25 1.12

JUL-09 SEP-09 DEC-09 MAR-10 JUL-09 SEP-09 0CT-09 DEC-09
CORN ($/BU) OPTIONS — CALLS Example SOYMEAL ($/TON) OPTIONS — CALLS
3451046 3.601.035 3.80 1.076 N/A PPallv Strike 360 3175 3303750 3203555 3203515
4000512 4300512 4.800507  N/A rice / Premium 390 1375 3901430 3801480 400 1280
4300266 4.90025  5.800.241 N/A 420 495 450 595 450 460 490 4.90
4.600.112  5.60 0.111 6.80 0.117 N/A 460 115 520 190 520 1.20 580 1.50
CORN FUTURES ($/BU)
JUL-09 SEP-09 DEC-09 MAR-10 MAY-10 JUL-10 SEP-10 DEC-10 MAR-11 JUL-11 DEC-11
4494  4.596 4.726 4.830 4.902 4970 4.840  4.700 4.800 4900 4.784
WEEK AGO
4.286 4.390 4522 4.634 4.706 4772 4652 4500 4.610 4720 4576
SOYMEAL FUTURES ($/TON)
JUL-09 AUG-09 SEP-09 OCT-09 DEC-09 JAN-10 MAR-10 MAY-10 JUL-10 AUG-10 SEP-10 OCT-10
387.5 367.8 350.3 334.1 325.8 321.6 317.0 309.0 3055 300.5 295.5 286.5
WEEK AGO
383.8 346.7 346.6 330.8 321.8 316.8 310.8 3018 298.8 294.3 289.8 282.8
MILK MARGIN — LATEST PSU VALUES — APR 2009 CME DAIRY CASH-SETTLED FUTURES ($/LB) SPOT CASH
10FC = FEED COST I0FC ($/COW  MILK MARGIN JUN JUL AUG SEP OCT NOV DEC 05/29/09
Income ($/COW @65 Ibs milk) @65 Ibsmilk)  (as $/CWT)  NFDM  0.845 0.867 0.885 0.925 0.950 0.955 0.965 0.902
Over  CURRENT 418 4.53 6.97 WHEY 0255 0.262 0290 0.300 0.290 0.310 0.307 N/A
Feed  prev MO 422 423 6.51 BUTTER 1.260 1.290 1.320 1.340 1.350 1.362 1.385 1.265
Cost  YRAGO 5.75 7.19 11.06 CME SPOT CHEESE: 40 LB BLOCKS 1.1525 | BARRELS 1.1025
* New ANNOUNCED FEDERAL ORDER PRICES ($/cwm) CURRENT FED. ORDER COMPONENTS ($/LB)
price CL1ADV CLASS Il CLASS Il CLASS IV  ALL-MILK U.S. ALL-MILK PA WK ENDING 5/15/09
Change 10.08 (JuN)* 10.49 (APR)  10.78 (APR) 9.82 (APR)  11.70 (mAY)*  13.40 (MAY)* ITEM VALUE MAKEALLOWANCE  NET
MONTHAGO NDFM  0.8314 0.1678 0.6636
10.97 10.36 10.44 9.64 11.90 13.40 WHEY  0.2323 0.1991 0.0332
YEARAGO BUTTER 1.2051 0.1715 1.0336
18.18 15.29 16.76 14.56 18.30 19.30 CHEESE 1.1562 0.2003 0.9559
Price  CATTLE FOR DAIRY PURPOSES ($/HEAD) NORTHEAST (Average prices of USDA-Reported sales — New Holland, PA — May 27, 2009)
averages COWS: Fresh Short-Bred Springing HEIFERS: Bred Springing Open: 300-600 Ilbs  600-900 Ibs  900-1200 lbs  BULLS
igglggé 1365 N/A 1175 N/A 1310 730 850 1060 865
lower-end FOUR-WEEK AVG
common’ 1426 665 1120 1220 1340 730 970 1060 785
cosand - Avg. of prices reported by USDA Market News for  Fgp HOLSTEIN STEERS (/CWTLIVEWEIGHT)  CURRENT ~ WKAGO  YRAGO
' ?:/:Jﬁc:\:)/:x:ge:o“ﬁézs-mnez2009 Choice & Prime 1250-1550 Ibs 73.85 7525  79.35
- : ($/CWT LIVEWEIGHT) BULL CALVES: No. 1 & 2, 85-130 Ibs 75.60 85.00 98.00
Premium White Breakers Boners Lean
56.00 53.00 51.50 48.25 brought to you by:
---------------------- 1,0 Ve o P r—
60.00 56.75 53.75  46.00 gt
""""""""""" YEARAGO --rmmemmmemmoooennoenoes W_ pennsylvania FMWJS.HDNE
65.50 61.50 58.75 55.25 =




