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Feed and Milk Production and Prices:
What My Crystal Ball Says!

Normand St-Pierre
Professor, Dairy Extension Specialist, The Ohio State University
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The “new” U.S. Dairy Industry

» From domestic to World markets

» Increased concentration of domestic supply
» Lactoencephaly (i.e., brain fixation on Class I)

» Making the wrong products

» World transportation vs. domestic transportation
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Where have we been?
Where are we going?
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Average Daily U.S. Milk Production

Pounds Milk

U.S. MIIK per Cow per bay
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Month to month percent change in U.S. milk per cow with trend

Year to year % change in U.S. milk production 6.0%
(adjusted for leap years, 2013 is Jan-Nov vs. prior year)
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USDA January milk production forecasts and actual =
rate of output adjusted for Leap Years
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U.S. All Milk Price

Class Ill Milk Price
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The Feed Side
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NASS Price of Corn
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NASS Price of Alfalfa Hay

NASS Value of the Dairy Ration
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U.5. milk-feed ratio and income over feed in $/cwt.

s Incomne ves frmd e AR fnach

51400 | E“ -
$10,00 I N };r\ﬁh o
g T L u]* AT
I 1 A
oy |H|| (A
so.00 .J;;L.\ l'h I‘., g u .,'.;;[.":“ L u';J'N';; ..“n W 00

£3337323:8353823:82335835:8328:8323

oHIO

SIATE o

The future...

The World...

The World
Yankee view!
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Milk surplus and deficit world-wide

@ Deficitin mill tons
@ Surplus in mill tons

Milk surplus and deficit world-wide

@ Deficitin mill tons 135
@ Surplus in mill tons
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) Exports of Lactose Exports of Milk Powders
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cks of American Cheese

1vwws o1 Founas

Monthly Ending Stocks of Butter

1uwUs of Founas

5 p
o Jan Feb  Mar Apr May i il Mg Sep oot Nov  Dec Jan Feb  Mar s may  din il alg  se ot mev  Dac
r —201 —20m 012 =201 [~ AP — 2010 = 2011 2012 9=2013
@ s waroiey  Updated 1/23/14 - QMM mifoley  Updated /2314
OHIO OHIO
SIATE SIATE
Monthly Ending Stocks of Dry Whey ... _Monthly Ending Stocks of Nonfat Dry Milk
/——6\ . sl
4 4
H 5
14 14
5 s
& &
45050 —————
F;.k‘ Mlar .i\IDr M‘av .l\.‘m .I:II ALIQ Sén D":t N-;f Dec Jan F;.k‘ Mlﬂr .-’-I[‘r H‘ay‘ JL‘IH .I:l\ -’-LIQ SIE{- D:J N":‘V Dec
—2010 = 2011 012 9= 2013 [~ ? —2010 w2011 012 9= 2013
Dilry Markels and poley  Updated 1/23/14 - QNM aaroley  Updated 1/23/14
OHIO OHIO
SIATE SIATE

St-Pierre | Ohio State

11



2014 Virginia State Feed Association & Nutritional Management "Cow" College

2/20/2014

CME Spot Butter Prices

CME Spot Cheddar Cheese Prices
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NASS & Oceania Butter Prices

The U.S.is now exporting a greater proportion of
its milk production (15.6%) than of its corn
production (11%)!

Jan-2008  Jan-2009  Jan2010  Jan-2041 Jan2012  Jan-2013  Jan-2014
[ OceaniaHigh-LowRange  =@m NASS Prices

Dairy Markets and oy Updated 2/3/14

NASS & Oceania Cheese Prices NASS & Oceania NFDM & SMP Prices

Dollars per Pound
Dollars per Pound

$t
51
51
1
1
1
5t
51
$1

Jan-2010 Jan-2011 Jan-2012 Jan-2013  Jan-2014

n-2007  Jan-2008  Jan2009  Jan-2010  Jan-2011 Jan-2012  Jan-2013  Jan-2014 Jan-2007  Jan-2008  Jan-2009

ks

[ Cceania High-lLow Range  =em NASS Prices ﬂ 7l p [ Oceania High-Low Range
oa.n,wm;s..}aje.;y Updated 2/3/14 QPM ey Updated 2/3/14
CHIO CHIO
SIATE SIATE

St-Pierre | Ohio State

13



2014 Virginia State Feed Association & Nutritional Management "Cow" College

2/20/2014

Making the right product!
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Combined year to year percent change in milk production for
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Chinese share of global import market for whole milk powder
Chinese whole milk powder market —
—+—Total imports (1900 MT) ——Total Com. Consumption (1000 MT)
2,000
1800 50.0% 1
L1600 |
el 20.0% +
L2200
Lo00 30.0%
w00
A 0.0
ana |
P - | i I
o : : -
FEPELFEPFEFFPLESPESEFE PP ESS S 00k Lxxrmee e 8 llu SRNNNuNes
BE AR RRRRURARER R RAEREARRARRERR
OHIO OHIO
S‘D\TE Source: Joel Karin, 2014, S‘D\TE Source:Joel Kariin, 2014

Milk surplus and deficit world-wide

# Deficitin mill tons 135
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What would happen if we were making
the right products!

Domestic Fluid Milk ???

_U.S. Fluid Milk Sales—Rolling Daily Average
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Class I (fluid milk)... a loosing proposition...

Like selling desktop PCs...
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Externalities

Conference Board index of consumer confidence
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Forward curve of Class Il futures as of January 1stin $/ewt.
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Where?

Where are the Perfect Locations?

Location Factors

» Five factors consistently determined MoOst
important
Availability of adequate fresh water supplies
Availability of land on which to incorporate animal waste
Average mailbox price of milk
Quality of fresh water supply

Complexity of state and local laws governing waste
handling and odor management.

St-Pierre | Ohio State

19



2014 Virginia State Feed Association & Nutritional Management "Cow" College 2/20/20 14

Location Factors Future of Dairying

I Increased dependency on exports

» Five factors consistently determined least 2 Increased need for just-in-time production

3. Sufficient production density in a given geography to

important
achieve transportation and processing efficiency

» Number of hoof trimmers in the local area

» Presence of established niche markets in the local area

» Proximity of an airport with commercial, scheduled service
» Proximity to cultural centers

» Proximity to recreational areas
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Future of Dairying

4. Declining importance of Class | market

P B

5. Economies of scale at farm level are (mostly) gone; the .—v-;.. T ST e

next ‘savings’ will be through integration A LT A s |

e o e b1 @ovey

6. Heat stress will progressively put pressure towards p-—
moving production in the northern, cooler states ) B
Thank Youl!
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