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 2013 has been another volatile year for livestock 
and dairy markets 
◦ Weather – Wet this time 
◦ Feed Costs – Up and down … may go lower 

 Many market fundamentals remain key drivers 
◦ Export demand 
◦ U.S. demand recovery 
◦ High production expenses 

 Consumer response to high meat and dairy 
prices – Off again / On again 

 Potential consolidation into the largest pork 
company on earth will affect meat and dairy 
trade dynamics 

Current Statements 
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What Lies Ahead? 

 Price Volatility Will Continue 
◦ Milk Prices 
◦ Feed Prices 
◦ Other Input Prices 

 General Economic Outlook Important 
◦ Depends on Economic Growth 
◦ What Happens in the Rest of the World 

 Milk Supplies in the Rest of the World 
 Price Outlook Depends on Demand 
 Dairy Policy Alternatives continue to be 

Debated 
 What’s in the next Farm Bill for dairy? 
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4 What Can We Expect? Nothing is ever For Sure 
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Class III Milk April Futures  
(monthly nearest) 

6 Source: DTN 



Class III Milk Futures 3-06>9-13 

7 

 $-

 $5.00

 $10.00

 $15.00

 $20.00

 $25.00

M
a
r-

0
6

Ju
n
-0

6

S
e
p
-0

6

D
e
c
-0

6

M
a
r-

0
7

Ju
n
-0

7

S
e
p
-0

7

D
e
c
-0

7

M
a
r-

0
8

Ju
n
-0

8

S
e
p
-0

8

D
e
c
-0

8

M
a
r-

0
9

Ju
n
-0

9

S
e
p
-0

9

D
e
c
-0

9

M
a
r-

1
0

Ju
n
-1

0

S
e
p
-1

0

D
e
c
-1

0

M
a
r-

1
1

Ju
n
-1

1

S
e
p
-1

1

D
e
c
-1

1

M
a
r-

1
2

Ju
n
-1

2

S
e
p
-1

2

D
e
c
-1

2

M
a
r-

1
3

Ju
n
-1

3

S
e
p
-1

3

Class III Milk Futures

Series1

Source: DTN 



15

20

25

30

35

40

45

50

55

60

65

1989 1993 1997 2001 2005 2009 2013

D
o
lla

rs
-B

ill
io

n
s 

Purchased feed expenses (billions) Corn price (10 bushels)

What does a $1 lower corn price mean? 

8 Source: Scott Brown, USDA 

$10 Billion move in feed grain price 
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Cash U.S. Dollar Index  
(Monthly Nearest) 

10 Source: Barchart.com, Sep 2013 



U.S. Exchange Rate Versus Major 
Trading Partners 
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11 Source: ONANDA Trading Corporation, Sep 2013 



Global Economic Health 

12 Source: Dairy Australia 



Australian Milk Deliveries 

13 Source: Scott Brown 



Source: Dairy Australia 14 



Export potential 

15 Source: Dairy Australia 



Export potential 

16 Source: USDA / ERS 



French Take on Global Exports and 
Australia production 

 French Take on Global Production  

 
◦ French take on US milk powder and cheese 
exports 

 

◦ French take on Australia Production 

 

◦ French take on Australia powder and cheese 
exports 
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Dairy Slaughter as % of Total 30 
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North Carolina Dairy Cows 
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Cheese Prices 
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Butter Prices 
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Nonfat Dry Milk Prices 
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Federal Order Milk Prices 
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U.S. All Milk Price 
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Takeaways 

 U.S. herd shows increase potential ~ 1%-2% 

 Prices may be pressured lower on  
◦ Herd expansion 

◦ Expected Production improvements leading to still 
more milk/cow 

 Exports may increase amid weak dollar,  
Chinese demand, and potential for lower 
Oceania production (severe drought for past 4 years 

with temps >110) 

 Cull cow & calve prices may remain firm as: 
◦ Meat consumption remains fickle due to high beef 

and protein prices.  
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The Forecast 

200
9 

2010 2011 2012 2013 2014 

Milk Cows 9,201 9,113 9,084 9,232 9,370* 9,450** 

   (thou. head) 

Milk Production 189.3 192.7 196.0 200.3 201.5* 202.0** 

   (bill. pounds) 

All Milk Price 12.84 16.31 18.00 18.53 18.75* 17.75** 

   (dollars per 

cwt.) 

Class III Price 11.36 14.41 16.50 16.28 16.97* 16.75** 

   (dollars per 

cwt.) 

Class IV Price 10.89 15.09 16.75 16.01 17.88* 16.75** 

   (dollars per 
cwt.) 

48 *Includes estimates for rest of 2013 (USDA and others) **MTR estimates for 2014 



Outlook Always depends on 
your Perspective 
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