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What Are the Key Issues?
—

O Dairy cow numbers are finally declining
Productivity increases will keep milk output from falling much

Some states still not in contraction mode
Either supply restraint must continue, or demand must improve

0 Demand for milkfat has held up, not so much for skim solids
Butter prices continue to run well ahead of nonfat dry milk

Total fluid milk consumption declines continue

Most dairy product stocks have eased a bit, but remain heavy
0 A mixed bag on the trade side
Export quantities have struggled in 2019, but values hanging in

Other major exporters struggling to push supplies much higher
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Change in Milk Production,
Jan-Jun 2019 vs. Jan-Jun 2018
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Quarterly U.S. Milk Production
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2019 DMC Signup Underway

.
0 Tier 1 should elect $9.50 coverage in 2019

O It appears nearly one-half of production history
signed up for five years to receive the 25%
premium break

0 Signup ends 9/20/19

0 2020 signup should start soon after 2019 signup
ends

0 How does DMC affect aggregate supply response?
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Milk Less Feed Costs (DMC Margin)
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DMC Feed Components
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Historical DMC Payout Versus Premium Costs
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2018 Farm Bill: $9.50 DMC Payments
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Percentage of operations <200 Cows
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U.S. Fluid Milk Consumption
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Million Pounds vs. Year Ago

Butter Supply and Use Changes
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Cheese Supply and Use Changes
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U.S. Dairy Wholesale Prices
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Dollars per pound

Monthly Butter Prices
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Net Exports 2014 = 196.7 Mil. Lbs.

o 2015 = 89.1 Mil. Lbs.
Monthly Cheese Prices 2016= 72,9 Mil Lbs
2017 = 113.3 Mil. Lbs.
I 2018 = 136.3 Mil. Lbs.
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Milk Production Growth, Major Exporters
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Skim Milk Powder Stocks
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Quarterly U.S. All Milk Prices
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Class lll Futures, August 2020
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Summary
-

O Milk prices likely move in more of a sideways pattern
into 2020 unless:

US Milk supply growth well below 1% annual rate

Demand for dairy products strengthens either in the US or
internationally (trade barriers and general economy)

0 DMC provides greater support for smaller operations
than they have seen in some time

0 Dairy production structure has changed dramatically
over the past few years and that likely continues

0 My all milk price estimate for 2020 is $18.50
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Questions
_

Dr. Scott Brown

University of Missouri
222 Mumford Hall
Columbia, MO 65211

(573) 882 — 3861

Twitter @MUScottBrown

Weekly Livestock Update, Brownfield Ag News
https: / /brownfieldagnews.com/brownfield-livestock-market-updates/
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