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The T.C. Jacoby Weekly Market Report

WEEK ENDING OCTOBER 14TH, 2022

By Monica Ganley, Market Analyst for the Daily Dairy Report
monica.ganley@quarterraglobal.com
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Another sizzling inflation report from the Bureau of Labor Statistics suggests that U.S. consumers are
feeling pinched from all sides. Annualized inflation was up 8.2% in September. Although this was down
modestly from the August figure, after stripping out food and energy prices, inflation was up by the
highest rate since 1982. Compared to prior month, prices of all items were up by 0.4%. The category of
Dairy and Related Products saw an increase

Annual Change in Consumer Price Index . .
8 of 0.3% in September versus prior month.
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its global GDP forecast for 2023 to 2.7% and
warned that the upcoming year is likely to be a challenging one the world over.

The economic headwinds will paint a challenging backdrop for the dairy markets at home and abroad in
the coming months. Some of these dynamics were foreshadowed by declines at last week’s Global Dairy
Trade auction where the index fell by 3.5%, after increasing during both the previous two events. Every
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product lost ground at the auction, though
the biggest declines were seen by butter, 6%
buttermilk powder, and whole milk powder,

Global Dairy Trade Price Index

which saw prices fall by 7%, 4.4%, and 4%, 5 ::
respectively. :Ej o /\
It was a challenging week for butter at the £
CME. After reaching a record high earlier this g %
month and notching a small increase on & %
Monday, spot butter prices descended on -8%
Tuesday and Friday to finish the week at -10%
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last Friday. The rate of buying was also '»é\@ A A P
slower, particularly during the final three
days of the week, when no product traded hands.
CME Spot Butter Opinions are mixed regarding future
movements in the butter market. Market
53.50 participants generally express that demand
$3.00 has remained robust, but there is significant
B speculation that retail buyers have filled
S $250 their holiday needs or will do so in the very
;-'- near future, thus reducing demand. Export
S s200 demand, which has also helped to keep
S 4160 stocks in check is likely to dissipate as the
' U.S. loses its competitive advantage abroad,
$1.00 both due to a strengthening dollar and
J F M A M J J A S O N D falling  prices among  competitors.

Meanwhile cream availability is increasing
but utilization by Class Il products is also on
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the rise, keeping the availability for churns in check.

Nonfat dry milk (NDM) markets have been relatively muted as both international and domestic demand
remains soft. Spot prices fell at the CME every day this week with the exception of Tuesday, when prices
were unchanged. Ultimately, spot NDM

_ CME Spot Chedd
finished the week at $1.49/Ib., 5¢ lower pot theddar
than last week. International buyers, and $3.00
especially those from Mexico, have not yet $2.70
o
returned to the market in a substantive way g 240
and appear to still be waiting to see how % $2.10
much lower prices will fall before stepping §$1_so
back in to fill their needs. 2 s150
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Movements were more varied in the cheese

) . $0.90
market this week. Spot block Cheddar prices 8888983389333y RYS
found some traction, rising on Monday, ESF3 28853 358883 ¢8

Wednesday, and Thursday. Despite a half
cent dip in Friday’s session, prices finished
the week at $2.05/Ib. up 2.75¢ compared to last Friday. After moving to and fro early in the week, barrel
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prices crumbled on Friday, falling by 9¢. When the dust settled, barrels finished the week at $2.125/Ib.,
down 10¢ compared to last week. The block-barrel spread remains inverted but narrowed to 8¢ following
the movements on Friday.

Cheese production remains active, and cheesemakers express that despite the occasional maintenance
or labor issue, throughput has been strong. Until now demand has kept pace with production, but cracks
are beginning to appear. Processors indicate that demand has remained strong from foodservice channels
but that retail buyers are beginning to trade down to smaller pack sizes or private label product as
persistent high prices discourage demand. U.S. cheese remains competitively priced compared to global
competitors and export sales have stayed strong as a result.

On the other side of the Class Ill complex, whey prices seem to have bottomed out, sinking as low as 41¢
per pound on Tuesday before bouncing
back. Ultimately, spot dry whey finished the
week at 44.25¢ per pound, an increase of 2¢
o . compared to last Friday. Export demand for

\ dry whey has remained perky while

Milk Prices
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‘. domestic demand has been mixed. In any
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2 8 case, supply has been healthy as robust
= a6 cheese production is throwing off a plentiful
e whey stream for dryers.
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¢10 Cooler temperatures are helping to restore
Jan20 Jul-20 Jan-21 Jul21 Jan22 Jul22 Jan-23  Jul-23 milk volumes and component levels in most
e Class 11 Class IV = = «Class lll Futures Class IV Futures areas of the country. Class | sales have been

steady but there is still plenty of milk
available for manufacturing uses. Milk futures lost value over the course of the week. Class IV contracts
through the first half of 2023 remain just above $21/cwt. while the DEC22 through MAR23 Class llI
contracts settled below $20/cwt. on Friday.

USDA released its World Agricultural Supply and Demand Estimates report on Wednesday, trimming yield
expectations for both corn and soybeans. As a result, the forecast for corn production fell to 13.895 billion
bushels, a 7.8% decline compared to last year’s figure. Lower production and other trade headwinds,
namely unfavorable currency dynamics and logistical challenges on the Mississippi River, led USDA to
reduce its export forecast. Some of the shortfall is expected to be made up by increased exports from
Ukraine. The trade was largely unimpressed with USDA’s edits and futures settled with only minor
adjustments on the report’s release. Larger losses on Friday pulled the MAR23 and MAY23 contracts
below $7/bu.

Lower soybean yields resulted in a production forecast of 4.313 billion bushels, a 3.4% decline compared
to prior year. Similar trade complications are expected to curtail U.S. exports though larger than expected
volumes from South America will make up some of the difference. Soybean futures moved up on the news
with nearby contracts adding between 10¢ and 20¢ the day the report was released.
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