Dairy Outlook: May 2020

March U.S. milk production was 1.3 million pounds above February, but is lower than the typical
increase due to spring flush. Current Class lll and Class IV futures appear to have stabilized for the
moment.

March Production Boils Over i ) B

Itis not surprising that March had an increase in milk production
compared to February. This occurs every spring. What doesn't
happen is an oversupply met with sudden reductions and shiftsin
demand. Despite this imbalance, both Pennsylvaniaand U.S. all
milk price were down $0.50/cwt and $0.90/cwt, respectively, from
the previous month. The reported price data hasn't caught up with
the major market changes just yet. The next few months will
indicate how severe the disruption has been and will be for the
foreseeable future. Despite awhirlwind of negativity right now,
thereis some potential good news. Class 111 and Class 1V futures
(Figure 3) summarized for this publication (April 29th to May

6th) were similar or slightly better than those reported in the last : 1% >
article (April 15th to April 21st). If this stabilization holds, the "Boiling over Milk" by Myriam Zilles. pixabay.com

average Class 11 price for 2020 would be roughly $15/cwt and

Class |V $13/cwt. There are still numerous external pressures (both positive and negative) that could have an impact. Feed costs
have also been fluctuating, resulting in lower income over feed costs (Figure 2). The projected income over feed cost for April and
May (and most likely June) indicate major stresses on monthly cash flow for the near future.

-

New Feature: Monthly U.S. Milk Production and Disappearance

For the next few months, a graph depicting monthly U.S. milk production and total disappearance will be featured (Figure 1). There
isamonthly lag in reported disappearance to total production. Figure 1 currently demonstrates the 1.3 million pound milk increase
in March over February 2020. However, examining the same two month period last year, there was a 1.8 million pound difference.
Even before the abrupt change caused by the pandemic, milk production started outpacing disappearance in January 2020. Given
the market responses and sudden shift in production consumption discussed last month, it is unknown just how wide a gap this
becomesin March and April of 2020, followed by how quickly it will correct itself.

Figure 1: Month U.S. Milk Production and Total Disappearance
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USDA Economic Research Service and USDA National Agricultural Statistics Service, 2020.

Income Over Feed Cost, Margin, and All Milk Price Trends
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Table 1. 12 month Pennsylvaniaand U.S. All Milk Income, Feed Cost, Income over Feed Cost ($/milk cow/day)

3 yravg.

PA AIlMIlk | PAFeed breakeven JUS All Milki US Feed
Income Cost’ PAIQFC 10FC? Income Cost’ i USIQFC
Apr-19)$ 1373 $ 532 $ 841§ 500|% 1328 ' $ 457 % 871
May-19] 5 1395 | 5 5305 B65 5 5005 135015 4685 8.82
Jun-19] 3 14,10 | § 54615 B8.64: 8 20005 135815 4715 B8.86
Jul-19] 8 14,33 1 § 57215 861 8 20015 14.0315 4645 9.39
Aug-19] S 14.55 | § 5005 9555 50015 141815 4475 9.71
Sep-19] 5 1470 | 5 48215 98858 50015 144815 4445 10.04
Oct-19] 5 15.08 | § 5265 9815 20015 149315 4445 1048
Nov-19] 3 1575 | 5 54315 1032 § 5005 157515 4.28 5 1147
Dec-19] § 156818 5341% 10341 8 900]% 155335 432 % 11.20
Jan-20] §  1515i% 53218 9838 200]% 1470 3% 430 $ 1040
Feb-20] ¢ 1455i% 54018 915i 8 900]% 1418 3% 429 & 9.8
Mar-20] 8 1418i% 5751 % 843 8 900]% 135035 433 & 917
ppr-20f 8 1131 § 561 $ 571 8 900]% 1036 5 438 § 598
May-200 5 1023 § 563 $ 461 S 200]% 924 % 440 § 434
1Zmo.Avg.]$ 1464 $ 534 $ 9.30 $ 1430 S5 446 $ 9.84
12 mo. change] $ 167 $ 049 $ 118 $ 193 § 010 $ 183
% change 12.9% 10.0% 14.6% 15.6% 2.3% 22.8%

1Based on corn, alfalfa hay, and soybean meal equivalents to produce 75 Ibs. 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 Pennsylvaniaand U.S. All Milk Price, Feed Cost, Milk Margin ($/cwt for lactating cows)
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3 yravg. .
PA AN Milk | PAFeed | PAMIlk | breakeven USAI_IMIIK US Feed | US Milk
Price Cost’ Margin : Milk Margin* S Cost’ Margin
Apr-19]$  18301% 7.09i 8 11,21 § 1233]% 1770 $ 609§ 1161
May-19] § 1860 S 7.06 | S 1154 § 1233]% 18.00 S 624 $ 1176
Jun-19] § 18.80 i 5 7.28 15 1152 5 1233]% 1810:5 6.28:5 1182
Jul-19] 5 19.10 : 5 7.62 5 1148 | 5 12335 18705 6.18:5 1252
Aug-19l$ 194018 667 S 1273 8 1233]% 1890 % 596§ 1294
Sep-19] 5 19.60 | S 643 5 1317 : § 1233]$ 19305 5915 13.39
Oct-19] S 2010 S 7.01:5 13.09: 8 1233]S$ 19905 592:S 1398
Nowv-19] S 2100 i S 72415 13.76 | § 1233]$ 21005 571:5 1529
Dec-19] 5 20830 i S 712 :5 13,78 § 1233]S 20705 5765 1494
Jan-20] S 20,20 i S 710:5 13,10 § 1233]% 19.60 5 574:S 13.86
Feb-20] 5 19.40 | S 7205 12,20 § 1233]$ 18905 5725 13.18
Mar-20] 5 1830 i S 7.66 15 1124 § 1233|$ 18.00:S5 5775 12.23
Apr-20l 8 1509:% 7.48:5 761 S 1222|8% 1381 ¢§ 5818 798
May-20] $§ 1364 3 750 3 6.14 3 1222|8% 1232 $§ 58 % 6.46
12mo.Avg| $ 19553 § 712 $ 1240 ¢ 19.07 § 594 ¢ 13.13
12 mo. change| $ 223 $ 065 $ 158 $ 257 § 013 § M
% change 12.9% 10.0% 14.6% 15.6% 2.3% 22.8%

1Based on corn, alfalfa hay, and soybean meal equivalents to produce 75 Ibs. 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 3: Twelve month Pennsylvania Milk Income and Income Over Feed Cost ($/milk cow/day)
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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 2: Twenty-four month Actual and Predicted* Class|lI, Class 1V, and Pennsylvania All Milk Price ($/cwt)
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*Predicted values based on Class Il and Class IV futures regression (Goodling, 2020).

Table 3: Twenty-four month Actual and Predicted* ClasslIl, Class 1V, and Pennsylvania All Milk Price ($/cwt)

Month ClasslII Price Class|V Price PA All Milk Price

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 $19.60
Oct-19 $18.72 $16.39 $20.10
Nov-19 $20.45 $16.60 $21.00
Dec-19 $19.37 $16.70 $20.90
Jan-20 $17.05 $16.65 $20.20
Feb-20 $17.00 $16.20 $19.40
Mar-20 $16.25 $14.80 $18.90
Apr-20 $13.07 $11.40 $15.09
May-20 $11.43 $10.12 $13.64
Jun-20 $12.96 $10.77 $14.74
Jul-20 $14.22 $11.25 $15.66
Aug-20 $15.13 $11.90 $16.43
Sep-20 $15.71 $12.51 $17.01
Oct-20 $16.12 $12.88 $18.19
Nov-20 $16.08 $13.06 $18.26
Dec-20 $15.91 $13.47 $18.36
Jan-21 $15.66 $13.85 $18.24
Feb-21 $15.64 $14.04 $18.32
Mar-21 $15.66 $14.27 $18.44
Apr-21 $15.55 $14.59 $17.85
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* |talicized predicted values based on Class Ill and Class IV futures regression (Beck, Ishler, and Goodling 2018; Gould, 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.

Data sources for price data
¢ All Milk Price: Pennsylvaniaand U.S. All Milk Price (USDA National Ag Statistics Service, 2020)
* Current Class 1l and Class 1V Price (USDA Ag Marketing Services, 2020)
¢ Predicted Class I, Class 1V Price (CME Group, 2020)
¢ AlfalfaHay: Pennsylvaniaand U.S. monthly AlfalfaHay Price (USDA National Ag Statistics Service, 2020)
* Corn Grain: Pennsylvania and U.S. monthly Corn Grain Price (USDA National Ag Statistics Service, 2020)

¢ Soybean Meal: Feed Price List (Ishler, 2020) and average of Decatur, Illinois Rail and Truck Soybean Meal, High Protein
prices, National Feedstuffs (USDA Ag Marketing Services, 2020)
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