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FUTURES MARKETS
MarketsCourtesy of Chicago Board and Mercantile Exchange

Closing Bids: Thursday, January 24,2002
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Lean Hogs

Date

01/24/02 Feb 02 5540 5645 5535 5642 +ll5
01/24/02 Apr 02 5990 6115 59806097 +lO7
01/24/02 May 02 6510 65956497 6587 +77
01/24/02 Jim 02 6570 670065606692 +l2O
01/24/02 Jul 02 6210 630062106292 +67
01/24/02 Aug 02 6035 610060106095 +55
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01/24/02 Feb 03 5260 526052505260 unch

Composite Volume Open_lnt
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Live Cattle
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Date
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01/24/02 Aug 02 7650 766075857660
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For more information on dairy markets, see my website at
http //dairyoutlook.aers.psu edu/
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Weekly Dairy Market Outlook
Ken Bailey
Penn State head more than November 2001.

This was the second month in a
row that cow numbers grew.

Despite common wisdom, the
nation’s dairy herd is expanding
very slowly despite high replace-
ment costs. And production per
cow appears to be improving
modestly. This makes the fore-
cast of a 1-2 percent growth rate
for the U.S. milk supply in 2002
plausible. USDA is forecasting a
milk production growth rate of
2.4 percent. This appears on the
high side.

January 18,2002

Milk Production Growing

• December milk grows 1
percent.

• Butter stocks end year up
118 percent.

• Cheese stocks down 7 per-
cent.

.• Forecast for 2002.
The USDA Milk Production

and Cold Storage reports were
released this week. Let’s first
review the production numbers.

December milk production
for 20 major states was 12 billion
pounds, up 1 percent relative to
a year ago. Both production per
cow and cow numbers increased
from November levels. Produc-
tion per cow averaged 1,547
pounds, up 28 pounds over a
year ago. This is the third
straight month that production
per cow increased.

USDA’s Cold Storage report
indicates butter stocksended the
year well above year-ago levels,
but cheese ended with lower
stock levels. Butter stocks on
Dec. 31, 2001 were 52.6 million
pounds, up 118 percent relative
to a year ago. Total stocks of
cheese were 655.7 million, down
7percent relative to ayear ago.

The Chicago Mercantile Ex-
change is still predicting rela-
tively strong milk prices for
2002. The market is assuming
the milk supply will be much

«*•*••**«*•»*•••••*•*-•*

Cow numbers were 7.74 mil-
lion. in. P^ejnb^.lMOi),

tighter than what is predicted by
USDA. That said, I am gener-
ally assuming the futures
market prices are a bit too high.
Oh, don’t worry I have been
known to be wrong before. My
estimates are in the table in-
cluded here.

The biggest difference be-
tween my forecasts and the Chi-
cago Mercantile Exchange
futures markets is that my fore-
casts for cheese prices are
weaker during the spring
months. Also, I am assuming
that USDA will lower the CCC
purchase price for nonfat dry
milk from $0.90 per pound to
$O.BO per pound. Therefore 1 am
forecasting the domestic price of
nonfat dry milk will fall to $0.85
per pound. My estimate of the
Class IV price will therefore be
lower than the Class IV futures
estimate.

In comparing my 2002 num-
bers to USDA’s, my estimate of
a $12.25 per CWT average for
Class 111 is above USDA’s range
of $11.25-$12.05. However, my
estimate of a Class IV price av-
erage of $11.83 is within
USDA’s range of $11.55-$12.45
De/£WTw.._

Forecail ot Blend Prices for Northeast Federal Order I
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