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2020 Milk Income Wasn’t Bad

Net Milk Income
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Domestic Demand Was
Surprisingly Good

2020 retail sales of dairy were remarkable

Early collapse of out-of-home eating, but recuperated in
second half of the year.

Farm-to-Family Food Boxes were a surprising stimulant.

Now we have a lot of milk and it’s a good thing that
exports are holding up.



Millions of Pounds
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COVID panic

Base - Excess plans

Oh wait...
We're short of milk!
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Cows in Thousands

U.S. Dairy Cows

U.S. Dairy Cow Numbers
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Pounds Milk
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Percent Change in Milk
JanJun, 2020 vs 2021




Percemt Change from Year Earlier
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Concerns

O We have some pretty big milk production.

O That can only be sustained if:

Domestic sales remain strong
O Retail

0O Restaurant & Institutional sales

Export sales remain strong
O Competitors

O Economies

O Trade treaties

0O Strength of U.S. dollar



The Pandemic Hit

Unemployment Rate
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Consumer Confidence
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Restaurant Performance
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We Count on Exports

Percent of Milk Production
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We Are Contributing a Lot of Milk

Percent Change in Milk Production from Year Earlier
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The World is Feeling Well Supplied

Global Dairy Trade Price Index
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Recently Strengthened U.S. Dollar

FREDN@ — Trade Weighted U.S. Dollar Index: Advanced Foreign Economies, Goods and Services
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We Are Price Competitive

Skim Milk Powder Prices
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The Canary in the Coal Mine

1000s Pounds
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The Canary in the Coal Mine

1000s Pounds
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Forecast Factors

[ think we are walking a fine line.

Heavy milk production, but good domestic sales and exports have
been surprisingly good. But, there’s no room for error.

Drought is a factor.
High feed prices are a factor.

Recent spot loads of milk have been selling at, or just under, Class.

They had been selling at $5-6 under Class.



Drought is a Factor

Valid 8 a.m. EDT

U' S' D r o ug ht Monitor (Reltgsl:dg :::fr:d:jgi\io 13,12021)

¥ Drought Impact Types:
r~ Delineates dominant impacts

S = Short-Term, typically less than
6 months (e.g. agriculture, grasslands)

L = Long-Term, typically greater than
6 months (e.g. hydrology, ecology)

Intensity:

[ ] None

[ ] DO Abnormally Dry

[ ] D1 Moderate Drought
[ D2 Severe Drought
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Dollars per 100 Pounds Ration

High Feed Costs are a Factor

NASS Value of the Dairy Ration
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Margin

Margins Have Been Thin

Actual and Forecast Dairy Margin
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Negative PPDs are Gone for a While

Mideast Ordeq\,ﬁc
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Questions!
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