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Milk gushed in the Midwest in May. Compared to the year before, output grew 6.2% in South 
Dakota, 2.6% in Iowa, 2.5% in Minnesota, 2.1% in Michigan, 1.6% in Indiana, and 1.3% in 

Wisconsin. The region has been 
overwhelmed with excess since 
December, and producers are 
paying for it in the form of steep 
discounts on spot milk, bigger 
freight deductions, and – in the 
worst instances – dumped milk. A 
couple other major dairy states 
also reported strong growth in 
milk output last month, including 
Idaho and New York, up 3.1% and 
2.1% respectively. Notably, Texas 
milk output inched up just 0.8%, 

its lightest year-over-year increase since January 2016, when winter storm Goliath pummeled 
milk production in the Lone Star State. 
 
Milk output was lower than the prior year in the rest of the West. But strong growth in the heart 
of the country pushed national milk production to 19.9 billion pounds, which was higher than the 
market expected and up 0.6% from the year before. Dairy producers milked 9.43 million cows 
last month, 13,000 head more than in May 2022. Cow numbers held steady from April to May.  

Avg Price Qty Traded 4 wk Trend
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Over the past few weeks dairy producers 
cashed paltry May milk checks while feed 
costs and beef cow prices surged. Many of 
the same Midwestern dairy producers who 
faced another month of revenue deductions 
are struggling through a discouragingly dry 
start to the farming season. The auction 
docket is full of herds from the southwest, 
and sales are ramping up in the Midwest too. 
For months, many cows sold at the auction 
simply moved to new homes, but now it 
seems that more are going to the packer. In 
the week ending June 10, dairy cow slaughter 
volumes jumped 31% year over year in Region 5, which includes most of the Midwestern dairy 
states, and they leapt 47% in Region 6, home to Texas and New Mexico. We didn’t lose any cows 
in May, but the table is set for sustained contraction in the U.S. dairy herd going forward. 
 

Across the pond, growth in milk output 
slowed to a crawl. European milk collections 
topped those of April 2022 by just 0.2%, 
barely clearing the very low bar set in April 
2022, when output dropped 1.3% from the 
year before. Germany, the Netherlands, and 
Poland put in a strong performance, but milk 
output faltered in France, Italy, and Ireland. 
Dairy product values are starting to perk up 
in Europe, which could make room for U.S. 
exports to regain some marketshare. 
 

On the other side of the world, New 
Zealand managed to eke out a gain for the 
2022-23 season, thanks to record-breaking 
output in April and May. New Zealand milk 
solids collections for 2022-23 were 0.2% 
greater than the previous season, but still 
well off the peak set two years before.  
 
Slowing growth in global milk production 
could lead to better prices, especially if 
demand improves. And there are some 
fledgling signs of hope on that front. 
Chinese skim milk powder (SMP) and whey imports continue to run at the second-best pace on 
record. Chinese whole milk powder (WMP) imports finally topped year-ago volumes in May. That 
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won’t be enough to make up for the January to April deficit – not by a long shot – but it’s nice to 
see a move toward growth, albeit a small one. On the other hand, Chinese milk powder buyers 
were conspicuously quiet at Tuesday’s Global Dairy Trade (GDT) auction. SMP dropped 2.3% at 
the GDT. In Chicago, nonfat dry milk (NDM) also faltered. CME spot NDM slipped 2.5ȼ this week 
to $1.1325. Whey powder dropped a penny to 26.5ȼ. 
 
Cheese prices diverged. Spot Cheddar blocks bounced back from last week’s three-year low, 
climbing 3ȼ to $1.405. Barrels fell 2.5ȼ to $1.50. Cheese stocks grew seasonally from April to May, 
but they failed to keep pace with the unusually large increase of May 2022. Total cheese stocks 
rose to 1.49 billion pounds. That was 1.5% lower than the prior year but otherwise the largest 
May cheese stockpile on record. Inventories of American-style cheeses, including Cheddar, 
swelled to 852.5 million pounds. American cheese stocks were 0.6% lighter than the year before 
but still abundant by historic standards. 

 
Butter stocks jumped 35.2 million pounds 
last month, logging the largest April-to-May 
stock build since 1990. At 366.69 million 
pounds, butter inventories were up 14% 
from a year ago. It seems increasingly 
unlikely that butter buyers will suffer a 
repeat of last fall, when product was scarce 
throughout the holiday baking season. But 
they aren’t taking that chance. Butter values 
remain resilient. Buyers are happy to secure 
product at prices that seem a bit rich for such 
a well-supplied market because they’re a 

bargain compared to a year ago. CME spot butter climbed 5.5ȼ this week to $2.42. 
 
After several weeks in decline, the milk markets took a breather and simply rested. Class III 
futures finished within a few cents of last Friday’s settlements. Nearby Class IV futures moved a 
little higher while fourth quarter contracts dropped slightly.  
 
Drought intensified across the Corn Belt this week. The young crops have depleted soil moisture 
reserves on many farms and 27% of U.S. corn production is on ground that is struggling with 
severe, extreme, or exceptional drought. Rains are expected this weekend and they will be 
crucial. The futures have whipsawed with every new forecast. On Wednesday, when it looked 
like weekend rains would be inadequate, December corn futures climbed to an eight-month high 
at $6.2975 per bushel. But the latest outlook looks wetter, so the futures took a huge step back. 
The December contract closed at $5.88, down nearly a dime for the week. July corn futures fell 
back at a similar rate and settled at $6.3075. If this weekend’s rains disappoint, prices will go right 
back up on Monday. 
 
The soybean meal market struggled through all the same weather drama as corn with some 
political excitement to boot. The soy industry is ramping up crushing capacity hoping to cash in 
on tax credits from the bioenergy boom. This week the EPA once again trimmed its mandate for 
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soybean-based biodiesel in 2024 and 2025. The changes were slight, but they were a real 
disappointment for an industry with big ambitions. Soybean oil values plummeted, and soybean 
meal prices soared in the wake of the news, because if processors are not incentivized to crush 
soybeans for oil, they’ll make less soybean meal. But by Friday the weather won out and soybean 
meal prices followed corn and beans lower. The July contract closed at $410.70 per ton, down 
$5.70 on the week. 
 


