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MILK PRICE OUTLOOK

summary

-+ Monthly milk production growth picked up pace

-+ Cow numbers reverse downward trend in major states
- Milk prices higher, and should be better in 2020

-+ With lower feed costs, income margins improve

Milk production

September 2019 U.S. milk production grew by about 1.3% compared
to the same month a year earlier, ending an 11-month streak in which
monthly year-over-year growth was less than 1%. While much of
September’s growth can be attributed to stronger milk output per cow,
areversal in the decline in cow numbers in some major dairy states also
played a role.

The September estimates capped a third quarter of 2019 that saw U.S.
milk production increase just 0.5% from the same period a year earlier.

Cow numbers

Compared to a year earlier, September’s cow numbers were down
53,000 nationally and down 11,000 in the 24 major dairy states. However,
those estimates fail to show the contraction in the U.S. dairy herd has
slowed or stopped.

Compared to August 2019, September’s U.S. dairy cow numbers
declined just 2,000 head nationally. And, among the 24 major dairy states,
September 2019 cow numbers were up 7,000 and are now the highest since
February.

Milk prices
The August 2019 U.S. average milk price rose 20 cents per cwt from
July, to $18.90 per cwt. The average was $3 higher than August 2018 and
ties January 2017 as the highest monthly price since December 2014.
Through August, the average 2019 U.S. all-milk price stands at $17.79
per cwt, $1.94 more than the same period a year ago, and the highest
average for that seven-month period since 2014.

Feed costs

U.S. average feed costs moved lower in August, with prices dropping
for alfalfa hay, soybean meal and corn. The small improvement in the
monthly average milk price combined with lower feed costs improved
income margins in August, and they should remain stronger through the
end of the year.

Price forecast

The 2019 all-milk price was forecast at $18.40 per hundredweight
(cwt), up 5 cents from last month and up $2.14 per cwt from 2018; it
would be the highest annual average since the record high of $23.97 per
cwt set in 2014.

Prices should move higher in 2020 and are forecast to average $18.85

I’'m not too surprised (at the
September milk production
increase). We have improved milk
prices, and | think producers are
going to try to get as much milk as
they can .. to try to get some cash
flowing on their farms.

— Mark Stephenson, director of dairy policy
analysis, University of Wisconsin-Madison

TOP GROWTH STATES, SEPTEMBER 2018-19
(ranked by total milk increase)

Increase Increase
Increase

in cow in milk I
State numbers per cow n m|II§

(1,000 (Pounds p;ggr”c?,';;)"

head) per month)
1 Texas 30 70 9.3
2 Idaho 17 15 3.6
3 Colorado 10 -5 5.6
4 Michigan 6 50 3.8
5 New York 6 15 1.7
6 South Dakota 5 25 5.4
7 Washington 4 10 1.8
8 Oregon 3 15 3.4
9 Kansas 2 25 2.7
10 New Mexico 0 40 2

What ifs ...

* Trade agreements including
ratification of the U.S.-Mexico-
Canada Agreement (expanding export
opportunities) and progress with China
(which could raise dairy product exports,
but also raise corn, soybean and hay
prices).

* Interest rates. The Fed cut rates
0.25% in September.

* Other major dairy regions. January-
August milk production in the EU is also
slow, up 0.3% from a year earlier.
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How to read the milk price outlook

Watch for a + or -

next to comments

in this section.

A + means this
component of the
milk price outlook
is positive for milk
prices. A - means
it contributesina
way that lowers
the outlook for
milk prices.

More detail
about each of
the points from
the summary are
contained here.

We have talked to
three producers
about how milk
prices are making
margins look on
their farms. We
don’t cherry-

pick responses.
The first three
producers willing
to be quoted are
included here.
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Here you will
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on prices from
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industry.
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to the same month a year earlier, ending an 11-month streak in which
monthly year-over-year growth was less than 1%. While much of

ptember’s growth can be attributed to stronger milk output per cow,
a reversal in the decline in cow numbers in some major dairy states also
played a role.

The September estimates capped a third quarter of 2019 that saw U.S.
milk production increase just 0.5% from the same period a year earlier.

Cow numbers

Compared to a year carlier, September’s cow numbers were down
53,000 nationally and down 11,000 in the 24 major dairy states. However,
those estimates fail to show the contraction in the U.S. dairy herd has
or stopped.
ared to August 2019, September's U.S. dairy cow numbers
st 2,000 head nationally. And, among the 24 major dairy states,
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Milk prices
The August 2019 U.S. average milk price rose 20 cents per cwt from

July, to $18.90 per cwt. The average was $3 higher than August 2018 and

ties January 2017 as the highest monthly price since December 2014.

Through August, the average 2019 U.S. all-milk price stands at $17.79
per cwt, $1.94 more than the same period a year ago, and the highest
average for that seven-month period since 2014.

Feed costs

U.S. average feed costs moved lower in August, with prices dropping
for alfalfa hay, soybean meal and corn. The small improvement in the
monthly average milk price combined with lower feed costs improved
income margins in August, and they should remain stronger through the
end of the year.

Price forecast

The 2019 all-milk price was forecast at $18.40 per hundredweight
(cwt), up 5 cents from last month and up $2.14 per cwt from 2018; it
would be the highest annual average since the record high of $23.97 per
cwt set in 2014,

Prices should move higher in 2020 and are forecast to average $18.85
per cwt.

analysis, University of Wisconsin-Madison
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* Other major dairy regions. January-
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slow, up 0.3% from a year carlier.

Other wild-card
factors that could
impact milk prices

in the future are
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