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US DAIRY COW SLAUGHTER, Y/Y % CHANGE FROM A YEAR AGO

Market Comments 35.0%

30.0%

More dairy cows will be going to slaughter in the next few months following the 25.0%
official announcement of a new dairy cow herd retirement program. As has been the case in 200%
previous such initiatives, it is organized as part of the Cooperatives Working Together (CWT) pro- 15.0%

gram, a producer-funded national program developed by National Milk Producers Federation that
currently claims its participants account for more than 67% of all US milk production. The purpose is
to reduce the number of diary cows in production in order to limit the available supply of milk and

10.0%

5.0%

bring producer margins more in line with current production costs. According to CWT (December 00% e Wood Joe T
Year End Review), cash production costs by the end of 2008 were $2+ over the all milk price, an un- 50%
tenable situation for dairy producers. While grain feed prices have eased somewhat in the last couple 100%

of months, they still are at relatively high levels. On the other hand, milk prices collapsed in January
and February, causing plenty of anxiety among dairy producers and leading to a surge in dairy cow
slaughter. As milk futures currently indicate, the market believes that milk prices will return to o
around $15 per cwt by the end of the year but that may still not be enough to give producers enough of é@"‘ @\w“ @ﬁ’\ Q\oﬁ’\ q\w\
a margin to operate. As if the current economic situation was not difficult enough, dairy producers in
California and Wisconsin also have to content with severe drought conditions, which have limited sup-
plies of high quality feed and have widened the gap between what producers pay for feed and what
they are paid for their milk. Grain prices may be down from year ago levels but the price of alfalfa in s/oWT MILK CLASS IIl FUTURES: CLOSE ON APRIL 1, 2009
Q1 was up 3% compared to a year ago and 28% higher than the five year average. The industry also

has also been negatively impacted by the global financial crisis and the sudden strength in the US 2300
dollar. Unfortunately US dairy products do not command a premium in the global marketplace, they 21.00 1
generally compete on price. The shift in exchange rates has given a significant competitive advantage
to producers in other countries, such as New Zealand. 19.00 4
The implication of this new round of dairy cow herd retirement is that we should see more
cow meat available in the marketplace. No one really knows how many more cows will come to mar- 17.00 -
ket over the summer but recent retirement programs have removed some 50-60,0000 head. Given the
depth of the current crisis, we will likely see even more dairy cows got to slaughter, maybe as many as 15.00 +
150,000 - 200,000 head, implying an additional 12 - 15,000 dairy cows per week this summer.
13.00
Please feel free to forward the Daily Livestock Report to others who you think will benefit from having this information. The DLR is published
daily by Steve Meyer and Steiner Consulting Group, and distributed courtesy of Chicago Mercantile Exchange, Inc. You can subscribe 11.00 1
for free by going to www.dailylivestockreport.com/subscribe.asp. To submit a comment or suggestion, please send an e-mail to: feed-
back@dailylivestockreport.com. To unsubscribe from the DLR newsletter, go to www.dailylivestockreport.com/unsubscribe.asp. 9.00 . . . . . . . . . . .
Disclaimer: The Daily Livestock Report is intended solely for information purposes and is not to be construed, under any circumstances, by implication or otherwise, as an offer to sell or a solicitation Jan Feb Mar Apr May Jun Jul AUg Sep Oct Nov Dec

to buy or trade any commodities or securities whatsoever. Information is obtained from sources believed to be reliable, but is in no way guaranteed. No guarantee of any kind is implied or possible
where projections of future conditions are attempted. Futures trading is not suitable for all investors, and involves the risk of loss. Past results are no indication of future performance. Futures are a
leveraged investment, and because only a percentage of a contract's value is require to trade, it is possible to lose more than the amount of money initially deposited for a futures position. Therefore, —©- 2007 —K-2008 —@— 2009 —— 2010
traders should only use funds that they can afford to lose without affecting their lifestyle. And only a portion of those funds should be devoted to any one trade because a trader cannot expect to
profit on every trade.

The Globe Logo and CME are trademarks of Chicago Mercantile Exchange Inc. Copyright © 2007 CME. All rights reserved.




