In March, total U.S. cheese production
(excluding cottage cheese) was 837 million pounds,
up 1.9% from a year ago. Of this, American types
totaled 338 million pounds, up 0.7% from a year
ago, and ltalian types were up 3.4% to 360 million
pounds. For the year to date, total cheese
production was up 3.8%, to 2.4 billion pounds.

USDA/NASS estimated natural American
cheese stocks at 589 million pounds at the
beginning of May, up 4% from April and up 1% from
a year ago. Stocks of other cheese, including Swiss,
began May at 292 million pounds, down 4% from
April and up 16% from last year.

For the three months ending March 2007,
USDA-estimated commercial disappearance of
American cheese was 970 million pounds, up 1.5%
from a year ago; other cheese was 1.48 billion
pounds, up 5.6% from last year. The total was up
4%.

CME cheddar cheese prices were up. On
May 31, 40-lb. blocks were up 32%¢ from our last
report, to $1.85% per pound, and 500-Ib. barrels
were up 36%¢, to $1.85%a. Futur es markets pro ject a
chedd ar cheese pric e averaging $1.60 in 2007, and
$1.72 in the six months ending in Dec ember. World
prices fo r cheddar ch eese are about $1.40 per po und.

The average retail price in U.S. cities in April
2007 was $4.03 per pound for cheddar cheese
(down 35¢ from last year, down 5¢ from March); and
$3.73 per pound for American processed cheese
(down 8¢ from 2006, down 4¢ from February).

U.S. production of dry whey for human
consumption was 95 million pounds in March, down
3% from a year ago, and up 10%% from February.
Manufacturers’ stocks at the start of April were 40
million pounds, down 1% from last year, and up 7%
from the beginning of March.

March  production of whey protein
concentrates (for human and animal use) with 25%
to 50% protein was 23 million pounds, down 15%
from a year ago. March production of whey protein
concentrates from 50% to 90% protein was 12
million pounds, up 12¥%2% from a year ago. March
production of whey protein isolates (over 90%
protein) was 3.1 million pounds, up 49% from a year
earlier.

The manufacturers’ price of whey was 75¢
per pound the week of May 26, according to NASS’
survey. Even as sweet whey prices moderate, WPC-
34 spot pric es continue rising, to a reported $1.5 6 per
pound, acc ording to USDA’'s Dairy Market News.
Historically, the price r elationship between WPC-34
and whey has been clos e to the r elationship be tween
their protein contents; that is, abou t 2.6 to 1. This
price ratio has been around 2 to 1 for the last 14
months, du e largely to over-capacity for WPC
produc tion and under-capacity for sweet whey.
Rising non fat dry milk prices ¢ ould boos t WPC-34
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values clos er to protein parity with s weet whey, but
capacity shifts still may be necessary to bring the
two back into line.

The new CME dry whey futures contract
projects wh ey pric es to stay above 75¢ through the
summer. The interna tional whey pr ice is about 84¢
per pound.

March 2007 U.S butter production totaled
140 million pounds, down 1% from a year earlier;
year-to-date production was down %4%.

NASS estimates that May's starting butter
stocks were 246 million pounds, up 27% from a year
ago. This is nearly th e highest M ay invento ry in a
decade.

USDA’'s Economic Research  Service
estimates that commercial disappearance of butter
in the first quarter of 2007 was 347 million pounds,
up 18% from a year ago.

The CME butter price was up 13%%¢ to
$1.54 on May 31. The future s markets expect butter
prices to av erage about $1.44 in 2007, and $1.56 in
the six mon ths ending w ith December; open inter est
totals over 90 million pounds. World butter prices
continu e rising, to about $1.05 per po und.

The average retail butter price for U.S. cities
was $2.86 per pound in April, up 6¢ from a year ago
and down 12¢ from March.

NASS’ estimate of U.S. nonfat dry milk
production was 117% million pounds in March, down
9% from a year ago. Adding 10 million pounds of
modified “skim milk powders” made in March, total
skim powder production was 128 million pounds,
down 14% from a year ago; for the year through
March, this is 357 million pounds, down 17%.

USDA’s Commodity Credit Corporation held
14 million pounds of nonfat dry milk on May 1. April
1 manufacturers’ stocks of nonfat dry milk (per se)
were 77 million pounds, down 39% from a year ago.
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The CME prices of extra grade and grade A
nonfat dry milk were $1.93 and $2.06 on May 31, up
48¢ and 41¢, respectively, from last month’s report.
According to USDA’s weekly survey, the average
U.S. manufacturers’ price was $1.67 the week of
May 19. The NASS nonfat dry milk price has
reached the “mos tly” ra nge of Western sp ot prices,
and should begin to s ettle in over th e next month or
two. Ov erseas pow der prices are approaching $2.00
per poun d in a tigh t world marke t, and U.S. exports
were keeping up with last year throug h March.
USDA-estimated commercial disappearance of
nonfat dry milk (including exports, but excluding
protein-standardized “skim milk powders”) in the
three months ending February was 329 million
pounds, down 3% from a year ago.

U.S. yoqurt production was 313 million
pounds in March, up 2% from a year ago.

U.S. ice cream production was 115 million
gallons in March, down ¥2% from a year ago. March
ice cream mix production was 45 million gallons,
down 3%. For the year through March, ice cream
and ice cream mix production is up 3%. April's
average retail ice cream price for U.S. cities was
$3.79 per %2-gallon, down 17¢ from March, and up
17¢ from a year ago.

Fluid milk sales for March were reported up
0.1% from a year ago, but down 0.5%, after
adjusting for the calendar.

U.S. Fluid Milk Sales
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Mexico (-8.4%), and Vermont (-6.3%). California
production was up 4.3%, on 3.5% higher milk per
cow from 0.7% more cows. Wisconsin production
was up 2.6%.
High prices are spurring
produc tion growth. The Cooperatives Working
Together (CWT) program of the National Milk
Producer s Federation re tired nearly 5 3,000 milk cows
by the end of April, and its full impact should be felt
in May production. However, M ay numbers will also
reflect the strong farm response to the high prices

un expected

Source: USDA/AMS, Dairy Market News
The U.S. average city retail price for whole
milk was $3.14 per gallon in April, up 6¢ from
March, and up a penny from last year.

NASS estimated total April U.S. milk
production at 15.74 billion pounds, up 1.3% from a
year ago. The herd is up very slightly, and milk per
cow is up 1.2%. USDA reports monthly production
for 23 states. Twelve of these showed year-over-
year growth in April, including Michigan (up 5.8%),
Idaho (up 5.3%), and Colorado (4.4%). Eleven had
lower production, including Missouri (-8.6%), New

March 2007 | Yearto date projected for the rest of 2007, includi ng a slow -down
Produc t Mil.lbs. | % |Mil.lbs.| % in culling reflec ted in early May cow slaughter
Whole Milk 1,383 | -3.7| 4,071]| -1.9 numbers.
Flavored Whole Milk 60| -1.2 178| -05 USDA'’s projects 20 07 growth at 1.3%. We
Organic Whole Milk 26295 75|35.3 now projec t annual prod uction gro wth of abov e 1.0%.
Reduced Fat Milk (2% ) 1,546| 0.6| 4,521 1.7
Low Fat Milk (1%) 580| 3.6| 1,674| 3.9 )
Fat-Free Milk (Skim) 712| 21| 2066| 2.5 The May Class Il price was annou_nced at
Flavored Fat-Reduced 364 -1.8| 1.063| 01 $17.60 on June 1. The April Class Il price was
Organic Fat-Reduced 87132.0 255 41.5 announced at $16.09 per hundredweight, up an
Buttermilk 46| 07 132 1.0 even dollar from March and up $5.16 from last April.
Total (includin g “Other”) 4819| 0.1| 14,071 1.4
Total (calendar adjus ted) | 4,750 -0.5| 13,956 | 0.4 Projected Milk Prices
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Class Il futures prices for the next six
months averaged $18.75 per hundredweight on May
31, and project an average of $17.43 for all of 2007.
USDA forecasts an average of $16.30. Volume and
open interest in the Class 11l milk futures and options
markets was 13.6 billion pounds.

The Class Ill price is the minimum price
processors pay for milk (with 3.5% butterfat) pooled
on a Federal order and used to produce cheese.

The May Class IV pric e was announced at
$18.48. The April Class IV price rose $2.41 to $16.12
per hundredweight, up $5.76 from last April.

Cash-settled butter futures prices and nonfat
dry milk price expectations suggest that the Class IV
price will average about $20.70 for the six months
ending December, and about $18.10 for all of 2007.
USDA forecasts the Class IV price to average
$15.90 in 2007. The Class IV price is the minimum
price processors pay for milk (also at 3.5% butterfat
test) pooled on a Federal order and used to produce
butter or milk powder.

May component prices were as follows:
$1.5706 per pound (up 10%2¢ from April) for butterfat
in Class Ill, Class IV, and producer milk; $2.5212
(up 42¢) for protein in Class Il and producer milk;
$1.4949 (up 23¢) for total nonfat solids in Class IV
milk; and $0.5791 (down 2¢) for other solids in
Class Il and producer milk.

April_component prices were as follows:
$1.4657 per pound (up 9¢ from March) for butterfat
in Class Ill, Class IV, and producer milk; $2.5212
(up 9¢) for protein in Class Ill and producer milk;
$1.2656 (up 2%:¢) for total nonfat solids in Class IV
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milk; and $0.6008 (up 7%2¢) for other solids in Class
Il and producer milk.

The May Class Il price is $16.62,The April
Class 1l price was up 91¢ to $14.51 per
hundredweight. This is the minimum price for pooled
milk used to make soft dairy products and in most
food processing.

The June Class | base price was up $1.92
from May, and up $7.09 from last year, to $17.84.
This is the first Cla ss | price base d butte r/powder
values since April 2004. The futures markets now
project tha t the Class IV (cheese price) formula will
set the Class | price in definitely fo r the rest of the
year. The Class | base price plus the Class | location
differential is the minimum price processors pay (at
the plant) for milk pooled on a Federal order and
bottled for beverage use.

The announced cooperative Class | milk
price for major cities averaged $22.21 per
hundredweight ($1.91 per gallon) in June, $1.84
(16¢) above the Federal order minimum, $7.03
(60¢) higher than a year ago, and $1.94 (17¢)
higher than May.

USDA estimates May’s all-milk price at
$17.80, up $1.20 from April's revised figure, and up
$5.80 from a year ago. We projec t the all-milk p rice
to rise to $19.60 in Jun e. Based on futures price s, the
following six months ar e projected at abou t $20.70;
for all of 2007, futures project an all-milk price of
$17.80. USDA raised its 2007 all-milk price forecast
again to $17.30.

No more payments are projected for the
USDA’s MILC program throug h FY 2007, based on
curren t futur es prices.



http://www.cme.com/dta/hist/daily_settlement_prices.html?type=com
http://www.cme.com/dta/hist/daily_settlement_prices.html?type=com
http://www.cme.com/dta/hist/daily_settlement_prices.html?type=com
http://www.ams.usda.gov/dyfmos/mib/classprcacnmt.pdf
http://www.cme.com/dta/hist/daily_settlement_prices.html?type=com
http://www.ams.usda.gov/dairy/mib/classprcacnmt.pdf
http://www.ams.usda.gov/dairy/mib/classprcacnmt.pdf
http://www.ams.usda.gov/dyfmos/mib/advanprc.pdf
http://www.ams.usda.gov/dyfmos/mib/advanprc.pdf
http://www.ams.usda.gov/dyfmos/mib/nass_fedord_prc.htm
http://www.ams.usda.gov/dairy/mncs/weekly.htm
http://www.ams.usda.gov/dairy/mncs/weekly.htm
http://www.fsa.usda.gov/pas/publications/facts/html/milc06.htm

Much of the information for this report is from the World Wide Web. To make the most
up-to-date numbers available to you, the text above contains hyperlinks to some of the following sites:

Dairy Market Report Archive:
http://www.nmpf.org/meData/dairyMarket.cfm

U.S. Dairy Markets and Outlook Archive:
www.nmpf.org/meData/outlook.cfm

USDA's National Agricultural Statistics Service:

Milk production:
usda.mannlib.cornell.edu/reports/nassr/dairy/pmp-bb/
Dairy product production:
usda.mannlib.cornell.edu/reports/nassr/dairy/pdp-bb/

Dairy product inventories:
http://usda.mannlib.cornell.edu/MannUsda/viewDocumentinfo.do?document|D=1034

Dairy product prices:
http://usda.mannlib.cornell.edu/MannUsda/viewDocumentinfo.do?document|D=1450

U.S. and Canadian cattle:
usda.mannlib.cornell.edu/reports/nassr/livestock/uscc/
U.S. livestock operations:
http://usda.mannlib.cornell.edu/reports/nassr/other/zfl-bb/
USDA's AMS Dairy Programs, Fed. Order Prices:
Class I:
http://www.ams.usda.gov/dyfmos/mib/advanprc.pdf
Others:
http://www.ams.usda.gov/dyfmos/mib/classprcacnmt.pdf
Historical Class Prices:
http://www.ams.usda.gov/dyfmos/mib/nass_fedord prc.htm
Federal order formulas:
www.ams.usda.gov/dyfmos/mib/price_form 2003.htm

AMS Dairy Market News: Fluid sales, coop. Class |
prices: www.ams.usda.gov/dairy/mncs/weekly.htm

USDA's Economic Research Service:
Commercial disappearance, price projections, etc.:
usda.mannlib.cornell.edu/reports/erssor/livestock/ldp-mbb/

USDA's Farm Service Agency:
Information on the MILC program:
http://www.fsa.usda.gov/pas/publications/facts/html/milc06.htm
Information on the price support program:

Notices to the industry:

http://www.fsa.usda.gov/daco/notices.htm
Announcements, invitations, etc.:

http://www.fsa.usda.gov/daco/dairy.htm#lnv
Inventory reports and statistics:

http://www.fsa.usda.gov/daco/reports.htm

USDA's Foreign Agricultural Service:
Agricultural trade data:
http://www.fas.usda.gov/ustrade/

Bureau of Labor Statistics:
or paste the following codes:

APU0000709112 for whole milk;
APU0000710111 for butter;
APU0000710211 for processed cheese;
APU0000710212 for cheddar cheese; and
APU0000710411 for ice cream

into this page: http://146.142.4.24/cqgi-bin/srgate

Retail prices: www.bls.gov/

Federal Register: Formal notice of regulatory actions:
http://www.gpoaccess.gov/fr/index.html

Chicago Mercantile Exchange Daily Prices:

Cash cheese & butter prices; milk & butter futures:
www.cme.com/dta/hist/daily _settlement prices.html?type=com

Daily Dairy Report: www.dailydairyreport.com/

For more information on cash-settled butter futures:
www.cme.com/trading/prd/overview CB14731.html

This report is produced for:
Dairy Management, Inc. , www.dairyinfo.com

This report is produced by:
National Milk Producers Federation
Contact: rcryan@nmpf.org

, www.nmpf.org.
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