
Dairy Outlook: October 2019

Strengthening milk price and weakening feed
costs have improved. The interactions of
projected production growth and strengthening
Class III price for 2020 remain to be seen.
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Cooling Feed Costs, Warming Milk Price
The cool breezes of fall are not just impacting the forests of
Pennsylvania, but the current feed costs as well.  August feed
costs for Pennsylvania were 15% lower than the twelve month
average (Table 1) thanks to reduced costs for alfalfa hay and
corn. Pennsylvania All Milk Price was up  5.9% over the
twelve month average (Table 2).  This resulted in estimated
income over feed cost (IOFC) and milk margin to be above the
3 year average breakeven for the first time since December
2017.  Projected All Milk Price for Pennsylvania based on
Class III and Class IV futures suggests a continued slow
strengthening in price for the next several months.

Increased Milk Production and Milk Price
Projections
USDA in their October World Agriculture Supply and
Demand estimates report forecast milk production to increase
in 2020 based on strengthening cow numbers and production
per cow (USDA, 2019).  The same report also forecasts
slighter higher Class III and Class IV prices from the previous
month due to stronger cheese and nonfat dry milk prices
which offset the lower butter price.  The all milk price of
$18.85 remained the same for the last two projections on this
report.  It is also worth noting the report expects a reduction in
dairy imports due to EU and reductions on exports because of
weaker cheese, skim, and nonfat dry milk exports. According
to Scott Brown from the University of Missouri, looking
forward into 2020, milk prices will move more into a sideways
pattern unless the demand for dairy products will increase
within the U.S. or in our export markets and if the U.S. milk
supply will grow well under one percent during the year.

The U.S. dairy herd has decreased to its smallest size since
early 2016 (9.318 million cows). However, because of
continuing productivity increases, the amount of milk
produced was up 2% from last year's August 2018 numbers
according to the Livestock Monitor (Livestock Monitor
Information Center, 2019). While the states with the largest
herd numbers (Wisconsin, California and Texas) did not have
a change in cow numbers, Pennsylvania stood out as the state
accounting for half of the milk cow decline in August (LMIC).
From August 2018 to August 2019, Pennsylvania's milk cow
herd decreased from 519k to 485k and milk production
decreased from 882 to 829 million pounds (NASS).

Related, cull cow prices, which have been depressed for the
past two years, are slowly increasing. Recent cutter value
(90% Lean), on a national live basis, was $55.77 per cwt
compared to 2018's $50.01 per cwt. The downward pressure
was caused by depressed milk prices, limited cow slaughter
capacity and the drought in Australia (LMIC).

Income Over Feed Cost, Margin, and All
Milk Price Trends
Table 1: 12 month Pennsylvania and U.S. All Milk Income,
Feed Cost, Income over Feed Cost ($/milk cow/day)
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¹Based on corn, alfalfa hay, and soybean meal equivalents to
produce 75 lbs. of milk (Bailey & Ishler, 2007) ²The 3 year
average actual IOFC breakeven in Pennsylvania from
2015-2017 was $9.00 ± $1.67 ($/milk cow/day) (Beck, Ishler,
Goodling, 2018).

Table 2: 12 month Pennsylvania and U.S. All Milk Price, Feed
Cost, Milk Margin ($/cwt for lactating cows)

¹Based on corn, alfalfa hay, and soybean meal equivalents to
produce 75 lbs. of milk (Bailey & Ishler, 2007) ²The 3 year
average actual Milk Margin breakeven in Pennsylvania from
2015-2017 was $12.33 ± $2.29 ($/cwt) (Beck, Ishler, Goodling,
2018).

Figure 1: 12 month PA Milk Income and Income over Feed
Cost

²The 3 year average actual IOFC breakeven in Pennsylvania
from 2015-2017 was $9.00 ± $1.67 ($/milk cow/day) (Beck,
Ishler, Goodling, 2018).

Figure 3: 24 month Actual and Predicted* Class III, Class IV,
and Pennsylvania Average Mailbox Price ($/cwt)

*Predicted values based on Class III and Class IV futures
regression (CME, 2019).

Table 3: Twenty-four month Actual and Predicted* Class III,
Class IV, and Pennsylvania All Milk Price ($/cwt)

Month
Class III
Price

Class IV
Price

PA All Milk
Price

Sep-18 $16.09 $14.81 $17.10

Oct-18 $15.53 $15.01 $18.10

Nov-18 $14.44 $15.06 $18.00

Dec-18 $13.78 $15.09 $17.60

Jan-19 $13.96 $15.48 $17.70

Feb-19 $13.89 $15.86 $17.90

Mar-19 $15.04 $15.71 $18.50

Apr-19 $15.96 $15.72 $18.30

May-19 $16.38 $16.29 $18.60

Jun-19 $16.27 $16.83 $18.80

Jul-19 $17.55 $16.90 $19.10

Aug-19 $17.60 $16.74 $19.40

Sep-19 $18.31 $16.35 $20.18

Oct-19 $18.55 $16.42 $20.88
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Nov-19 $18.42 $16.58 $20.91

Dec-19 $17.67 $16.65 $20.78

Jan-20 $16.98 $16.78 $20.40

Feb-20 $16.64 $16.95 $20.27

Mar-20 $16.63 $17.12 $20.31

Apr-20 $16.80 $17.31 $19.76

May-20 $16.91 $17.43 $19.88

Jun-20 $17.03 $17.53 $19.99

Jul-20 $17.21 $17.66 $20.18

Aug-20 $17.35 $17.71 $20.29

Sep-20 $17.44 $17.77 $20.37

*Italicized predicted values based on Class III and Class IV
futures regression (Beck, Ishler, and Goodling 2018; CME,
2019).

To look at feed costs and estimated income over
feed costs at varying production levels by zip
code, check out the Penn State Extension Dairy
Team's DairyCents   or DairyCents Pro   apps
today.
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medical advice, diagnosis, or treatment. Always seek the advice of a licensed
doctor of veterinary medicine or other licensed or certified veterinary medical
professional with any questions you may have regarding a veterinary medical
condition or symptom.
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