The T.C. Jacoby Weekly Market Report

WEEK ENDING SEPTEMBER 6™, 2019

By Sarina Sharp, Market Analyst for the Daily Dairy Report
Sarina@DailyDairyReport.com
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CME spot Cheddar blocks just keep marching down the field, with the relentless energy of running back
Ezekiel Elliot. Barrels are more reminiscent of Barry Sanders, feinting this way and that, losing yards and
then gaining them back with a flourish. Both markets rushed higher this week, but blocks were the
standout. They settled at $1.9975 per pound, just shy of the $2 mark and 6.75¢ higher than last Friday.

Such gains are especially CME Spot Cheddar Blocks

impressive at  these $2.10
already lofty values.
Industry insiders had $2.00

previously told USDA’s
Dairy Market News that
prices north of $1.80 s1.80
“would hinder buying,”
as they have in the past.
But, for now at least,
blocks cannot be
stopped. They stand at
the highest price since
November 2014. Barrels §1.40
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Football season has arrived, schools are
back in session, and cheese demand is
excellent. Qutput is not keeping pace.
Processors made 1.1 billion pounds of
cheese in July, up just 0.5% from July
2018. Tighter milk supplies in the
Midwest and a shift toward Italian
cheese production in California and
Idaho reduced national Cheddar output
to just 307.4 million pounds, down 5.5%
year over year. That has helped to fuel
the spot market, but traders remain
concerned that fresh cheese will
become more plentiful this fall.
September Class Il futures jumped 33¢
! FomM A M ! ! A s o N o this week to nearly $18 per cwt., but
TS Tanls most other contracts settled in the red.
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While Cheddar blocks score fresh multi-year highs, spot butter reached a milestone of a very different
sort. It slumped 1.75¢ this week to $2.1725, a one-year low. Butterfat products also fared poorly at
Tuesday’s Global Dairy Trade (GDT) auction. Whole milk powder prices fell 0.8% from the previous
event, anhydrous milkfat dropped 1.5%, and butter held steady at the equivalent of $1.78 per pound
(adjusted to 80% butterfat, the U.S. standard). Cheap imported fat boosted U.S. butter output in July to
142.7 million pounds, 6%

more than in July 2018.

With plentiful stocks, s270
rising production, and
abundant imports, the

CME Spot Butter
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butter market is on its
heels. s2.50
The milk powder market &, o
is on firmer footing. Spot &
nonfat dry milk (NDM) 34,5, \

climbed 0.75¢ this week 'J

to $1.0475, its highest s220 7 | '\ L\\’\‘A‘J
price since June. At the J

GDT, skim milk powder s2.10
(SMP) ralled 0.7% to the
equivalent of NDM at $2.00
$1.21 per pound. Milk ) Fom A ™ ! ) A s o N D
powder makers dried a ——2017 ——2018 —2019

lot of NDM — and comparatively little SMP — in July, but they kept it moving. Combined production of
NDM and SMP totaled 205.6 million pounds, up 4% from July 2018. But manufacturers’ stocks of NDM
climbed just 2.3 million pounds from June to July. At 291.2 million pounds, inventories were 8.3% lower
than the prior year.

U.S. NDM/SMP exports in July fell 8.9% short of year-ago volumes despite higher shipments to Mexico.
Weak demand from Asia reduced shipments of all varieties of dairy products in July. The U.S. sent 10.9%
less cream, 38.9% less butter and milkfat, and 28.2% less dry whey abroad than it did in July 2018. U.S.
cheese and curd exports topped the prior year by 0.3%, but the modest gain was the result of lower
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shipments to Mexico in July 2018,
when higher tariffs began to take
effect, rather than an indication of
160 strengthening foreign demand for
e U.S. cheese. Shipments to South
Korea fell 39.2% from a year ago,
while exports to Japan dropped
16.4%. South Korea and Japan are
America’s second and third largest
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and punitive tariffs have created
major headwinds for dairy exports.
An economic slowdown in
southeast Asia is an unwelcome
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec .
2015 2018 2017 development in an already
tempestuous export environment.
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Fortunately for U.S. dairy producers, slow growth in milk output and firm domestic demand is
compensating for diminished export prospects in the cheese and milk powder markets. U.S. milk output
seems likely to hold near year-ago levels, which would continue to undergird milk prices. Slaughter
volumes remain high, suggesting that

the dairy herd is still shrinking. Springer Springer Values - Selected Auctions

values have perked up. While this $1,800
signals that some producers are looking $1,700
to keep their barns full, it has also $1,600
ushered in a new wave of dairy - 51,500
dispersals. Some dairy producers have E $1,400
weathered the downturn but have & $1,300
soured on the industry. Now that their $1,200
facilities and livestock will command $1,100
more than firesale prices, they are $1,000
looking to sell. A big boom in U.S. milk 2017 2018 2019

production is unlikely in the near term.

The feed markets fell. December corn futures settled today at a life-of-contract low of $3.555 per
bushel, down 14.25¢ from last Friday. Finishing at $8.5775, November soybeans lost 11.25¢. Crop
analysts are slowly raising their assessment of the national corn and soybean yields. There are no sub-
freezing temperatures in the forecast, easing concerns that a killing frost will damage the stunted crops.
Still, it’s been a very unusual growing season, so the market will not feel confident in harvest prospects
until the combines are rolling. Stockpiles are expected to remain ample despite some areas with very
poor crops, as export volumes have disappointed, leaving more feed for U.S. end users.

We don’t make cheese, JACOBY
we bring cheese solutions to the table.

You want fo run your cheese plant at 100% capacity, AND sell 100% of the cheese you produce. Gall Beianne:Bised
How do you fill the gaps? Call Jacoby. We manage all grades of cheese for processors, converters, exporters, brianne@jacoby.com
industrial users, foodservice distributors and restaurant chains. We're the experts you can count on to deliver solutions. 314-822-5956

Doing business with the right company affects everything. DﬂgPHODUCT

CHEESE WWW.JACOBY.COM
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