February 2001 milk production
for 20 select dairy states was
11.2 billion pounds, down 0.9
percent.

January revised milk produc-
tion, at 12.1 billion pounds, was
down 1.6 percent. Production
per cow in February for 20 select
states averaged 1,440 pounds,
down 66 pounds from a year
ago. And, cow numbers for these
states in February was 7.77 mil-
lion head, 10,000 head less than
January 2001.

The market is reflecting a
tight milk supply. Buyers, com-
modity traders, and speculators
are all betting that the milk

These price increases represent
significant changes relative to a
year ago.

The outlook is for cow num-
bers to decline slightly the first
two quarters of the year and
then level out by the fourth
quarter at 9.165 million cows.
Total cow numbers are expected
to decline just 0.4 percent (see
Table 1). Milk per cow is ex-
pected to decline the first quar-
ter of 2001, even with a year ago
the second quarter, and then re-
bound the third and fourth
quarters.

For the year, milk per cow
will be up 0.9 percent. This im-
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Table 1. Milk Supply and Demand for 2000 and 2001 (milkfat basis)

plies that the milk supply will be
down sharply the first quarter
and then stage a rebound by the
third and fourth quarter. For the
year the milk supply will grow
just 0.5 percent for 2001. That
compares with a growth rate of
3.0 percent in 2000 relative to
the previous year.

Demand And

Ending Stocks
Demand for dairy products is
expected to be impacted by a

slowing U.S. economy. USDA
has forecasted that the Gross
Domestic Product (GDP), a
measure of the strength of the
U.S. economy, will grow just 2.2
percent in 2001. That compares
with a growth rate of just over 5
percent in 2000. That will be
offset by a slightly lower infla-
tion rate and lower interest
rates. The question is, how will
this outlook affect demand for
milk and dairy products?

Commercial disappearance of

dairy products (milkfat basis) in
2000 grew at an annual rate of
2.6 percent. With a slowing
economy it is expected that
growth in demand for dairy
products will be just 2.1 percent
in 2001. This represents a con-
servative estimate based on an
uncertain economic outlook and
a gloomy stock market.

The impact of a dramatic
slowdown in the growth of the
U.S. milk supply coupled with

(Turn to Page A44)



