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July Milk Production Up 3.9 Per cent

Milk productionin the23 major Satesduring July totaled 145
billion pounds, up 3.9 pecentfrom July 2006. Junerevised producion
at 14.2 billion pounds, wasup 1.2 percent fran June2006. T heune
revison represented an increase of 6.0 million pounds fran last
month’spreliminary production etimate.

Production percow in the 23 major Statesaveraged 1,743 pounds
for July, 55 pounds above July 2006.

T henumber of milk cowson farms in the23 mgjor Stateswas8.31
million head, 50,000 head more than July 2006, and 14,000 head more
than June2007.

TheMideag Marketing Area has four statesrepresented in the
23 major statesused above. T hey are Indiana, Michigan, Ohio, and
Penngylvania. Milk production in these Midead states during July
totaled 2.2 billion pounds, up 64 million poundsor2.9 percentfrom
July 2006.

Production percow inthe Midead statesaveraged 1,693 pounds
for July,34 poundsabove July 2006.

T he number of cows on farms in the Midead states was 1.3
million head, 11,000 head morethan July 2006.

Global Demand for Dairy ProductsCould K eep Prices
Highin 2008 Despitel ncreased Production

Milk production for 2007 is projected at 184.3 hillion pounds
unchanged fran duly. Granthincow numbersis expected to continue
forthe remainder of 2007 and into 2008. July sCattlereportshowed
3 percent more replacement heiferson farms. T he2007/08 season-
average com price isforecastio average $280 b $340 abusheland
thesoybean meal priceisforecast toaverage$200to $230aton. Alfalfa
hay prices could remain high, as alffalfa producing-regions of the
country are experiencing dryness. Higher milk and product prices
haveovercomethehigher feed pricesthis year. T hemilk-feed-price
ratiowill likey dimbto nearly 3.5by theend of the summerand could
average about 3.0 for theyear. T he higher expected feed-price ratio
indicaesachangein themilk production outlook i n the second half
of 2007. Higher feed pricesand low &-than-expected rB ST usecould
keep output per cow belaw trend this yesr.

In 2008, themilk-feed priceratio should ill signal expanson a
over30. Producton isforecastto reach 1886 bilion poundsascow
numbersareexpectedtoincreaseeach quarterand average9.15million
head fortheyearcompared with9.13millionhead in 2007. T heoutl ook
forhighermilk pricesshould encourage someadditiond retention.

T hegreater avail ability of milk, both forthhebalanceof 2007 and
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into 2008, i sexpected tom odaate prices,butprecipitousdeclinesfrom
2007 price levels are unlikdy next year. Robug demand, both
domedtically and, epecially, internationaly, will keep priceshigh.
Sdesof fluidmilk through April have been about 2 percentabove
previousyear’'slevelsin Federal Market Orderareasand California.
Thisrepresentsachangein thedownward trend of recent years. Low
fat and kim milk product consumption hasgrow n faserthan whole
milk. Organic milk saleshaveclimbed a double-digitrates, albatfran
asmall base. Higher pricesatretail could limit gainsfor theba anceof
theyear, making more milk avail ablefor manufacturing.
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Cammercial disappearance through May for butter, American
stylecheese, and nonfat drymilk (NDM) areahead of 2006 totals for
thesameperiod, with butter leading theway atanearly 9-percenty ear-
over-year rise. Strong demand for cheese and butter will keep prices
high. T heaveragecheesepriceisexpecied 0 be $1.690t0 $1.710 per
pound this year. World supplies of butter are ight and the United
Statesmay commercially export butter thisyear. B uter priceis expected
toaverage$1.385t0$1.425 per pound. Next year,increased production
could low er pricesdighty. T he cheese price isexpected 1 average
$1.565t0$1.665 perpound and butter$1.310 and $1.440 per pound.

Cammercialdisappearance of NDM and whey dipped bdow yesr-
earlier levesearlierthisspring,mainly becausshighdomegticprices
driven by high international prices, raioned supply.How ever,itis
global demand forNDM andother drymilk productsand whey thatare
upporting U.S. pricesand congraining disappearance. Exports of
NDM and whey have soared since 2005, and exportsare expected to
continueat least through 2008 asworld demand conti nuesto outstrip
upply. TheNDM priceisexpecied o average $1.675to $1.695 per

(Continued on Page 3)

August 2007 - Pool Summary
Classification of Producer Milk
Pounds Percent
Class | 556,449,207 44.6
Class I 197,240,547 15.8
Class IlI 423,777,046 34.0
Class IV 69,361,685 5.6
Total 1,246828,485 100.0
Producer Prices
Producer Price Differential $2.36 /cwt
Butterfat Price 15872 /1b
Protein Price 3.9412 /1b
Other Solids Price 0.4368 /b
Somatic Cdl Adjustment Rate 0.00096 /cwt
Statistical Uniform Price 22.19 /cwt
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AUGUST 2007
COMPUTATION OF PRODUCER PRICE DIFFERENTIAL
XKIM / NONFAT OTHER
POUNDS BUTTERFAT PROTEIN OLIDS OLIDS PRICE VALUE
Class | Skim Value 546,280,087 $ 18.74 /cwt$102,372,888.32
Class | Butterfat 10,169,120 16210/ Ib 16,484,143.53
Class | Location Differential 556,449,207 (27749769)
Class Il NF Value 16,412,587 1.9378 / Ib 31,804,311.11
Class Il Butterfat 14,970,411 1.5942 / b 23,865,829.23
Class Il Protein V due 12,593,136 39412 / b 49,632,067.60
Class Il Other Solids Value 24,289,116  0.4368 / Ib 10,609,485.88
Class Il Butterfat 14,764,894 15872/ Ib 23,434,839.76
Class IV SNFVaue 5854166 1.8785/ Ib 10,997,050.82
Class IV Butterfat 4386916 15872 / Ib 6,962,913.07
Somatic Cdl Value Il /111 / 1V 262099.77
TOTAL PRODUCER MILK VALUE 1,246828485 44,291,341 36,951,181 71,373,738 $276,148,131.40
Overages $ 29,74360
Beginning Inventory and OS Charges (154460.74)
TOTAL ADJUSTMENTS $ (124,71714)
TOTAL HANDLER OBLIGATIONS $ 276,023,41426
Total Protein Value 36,951,181lbs @ $39412 $(145,631,994.58)
Total Other Solids Value 71,373,738lbs @ 04368 (31,176,048.76)
Butterfat Value 44,291,341lbs @ 15872 (70,299,216.43)
Total Somatic Cdl Vaues (409,99501)
TOTALS $ 28506,15948
Net Producer L ocation Adjustments $ 885322.17
1/2 Unobligated Balance Producer Settlem et Fund 557000.00
Total - Divided by Total Pounds 1,246,828,485 |bs 2.4019728 $ 29948,48165
Rate of Cash Reserve (0.0419728) (523,32883)
PRODUCER PRICE DIFFERENTIAL at Cuyahoga County, OH* 1,246828485 $ 236 /owt $ 29425,15282
COMPONENT PRICES COMPUTATION OF UNIFORM PRICE
August August
2007 2006 2007 2006
Butterfat Price $15872 /b $13008 /b Class Ill Price - 3.5% BF $19383 $1106
Protein Price 39412 /b 19050 /1b Producer Price Differential* 2.36 0.92
Other Solids Price 04368 /1b 01416 /1b Statistical Uniform Price $22.19 $1198
Somatic Cdl Adjusment Rate 0.00096 / cwt 0.00059 / cwt
Nonfat Solids Price 18785 /1b 07013 /1b
CLASS PRICES CLASSIFICATION OF PRODUCER MILK
August August
2007 2006 2007 2006
Class I* $23.76 $1297 Product Ibs. Product Ibs.
Class Il 22.41 11.16 Class | 556,449,207 557,217,052
Class Il 19.83 11.06 Class Il 197,240,547 276,427,167
Class IV 21.87 10.64 Class Il 423,777,046 461,556,647
Class IV 69,361,685 64,984,090
* Subject to Locgion Adjustment. Total 1,246828485 1,360,184 956

ORDER 33 MARKET SUMMARY

The Producer Price Differential for the Mideast Marketing Area for
August 2007 was $2.36 per cwt. and the Statistical Uniform Rrice was
$22.19 per cwt. for the month. The Statistical Uniform Rrice is $0.22
higher than last month, and is $10.21 higher than A ugust 2006.

The Producer Butterfat Price of $1.5872 per pound decreased 2.38
cents fran July 2007 and is up 28.64 cents from ayearago. TheProtein
Price of $3.9412 perpound is down 26.56 cents fran last month and is
up 2.0362 dollars from A ugust 2006. T he Other Solids Price in August
was $0.4368 per pound, a decrease fran last month’s price of $0.5534
per pound and an increase of 29.52 cents fran last August. The
Somatic Cdl Adjustment rate for August was $0.00096 per cwit.

August producer receipts of 1.25 billion pounds were 15.0 percent
low e than July 2007,and 8.3 percent low erhan August 2006 production
of 1.36 billion pounds. Producer milk alocated toClass | accounted for
44.6 percent of the total producer milk in A ugug 2007, more than the
34.0 percentin July 2007 and more than the41.0 percent in A ugust 2006.
A total of 8,006 producers were pooled on the Mideast Order, compared
to 8,048 producers pooled in A ugug 2006.

The market average content of producer milk w as as follows:
B uterfat 355%; Protein 296%; Other Solids5.72% and Nonfat Solids
8.68%.
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poundin 2007, with only adight dropto $1.605 to $1.675 perpound
anticipated in 2008. Whey priceis projecied 0 average 65.5t0 67.5
cents perpoundin 2007 and drop in 2008 to average59.5t062.5 cents
per pound.

Demandforproductswill keep milk priceshighboth thisyesrand
next. Class|V priceisprojected 0 average $18.30t0 $18.60 per cwi.
in 2007 and decline dightly to $17.45 to $18.55 per cwt. in 2008.
Likewise,ClassllI priceisexpeced b average$18.00t0$18.20 per cwit.
thisyearand softent0 $16.40t0 $17.40 per cwit. next year. T hed| milk
pricewill average $19.15 to $19.345 per cwt. in 2007. A declineto
between$18.25 and $19.25 per cwi. i sexpected in 2008.

Source: Livestock, Dairy, & Poultry Outlook/LDP-M-158/Augug 20, 2007
Economic Research Sewvice, UDA

I nvitation to Submit Proposalsfor aPublicHearingto
Expand thePacific Northwest M arketing Area

Nathw esD ary A socigion and Dairy Farmersof Americahave
requesed thatthe Department of Agriculture (USA) hold apublic
hearing to consider a propos to expand he boundaiesof thePacific
Northw esm arkeing areaand modify certain provisonsof the order.
T he proposal would amend the pooling dandards of the order and
expand themarketing area to include all of the countiesin the states
of Washington, Oregon, I daho, Utah and Lincoln and Uintacounties
in Wyoming. Copies of the proposal may beobtained from theDairy
Programswebdte at www.ams.usda.gov/dairy.

Profits, Costs, and the Changing Structure
of Dairy Farming

Dairyfarming in the United Statesisundergoing dramaticchanges
driven by both supply and demand factors. C onaumption is shifting
fran fluid milk, generally produced for local markets, tow ad
manufactured products, such ascheese,and dairy -based ingredients
produced for nationdand globalmarkets. I nnovetionsinbreeding and
feeding sysemshaveled to largeincreasesin the amount of milk that
acow produces Milk productionis shiftingtow ad Western Stateslik e
Califomia,ldaho,and New M exico, and to m uch larger farms. T he
number of dairy farmswith fewer than 200 cowsisshrinking,whilethe

number of very large operations, with 2,000 or more cowsdoubled
between 2000 and 2006.

LargedaryfarmsfirstemergedintheWesem States,butare now
appearing in traditional dairy states aswell. This report documents
shiftsinthe location and size of dairy farms, and alsotakesalook at
what those changes may mean. If the shift in farm size reflects
economies of scalein dairy production—thatis,low ercosson larger
farms—thenincreasing farmsizeaso enablesmilk tobeproduced with
fewer resources, thereby reducing pricesto consumers.

Largedairy enterprises generate returnsthat,on average, well
exceed their full cogs. At the sametime, smaller dairy farms mostly
incureconomiclosses—thevaueof their production doesnot exceed
full cods, including the cods of capital and time committed by their
ow nas. Largefarmsincur muchlow e cosison average, than smaller
farms,and these advantages accrue across a wide range of sizes.

Dairy invesment decisions are consistent with the financial
evidence. Farms with fewer than 200 cowsaccounted for over two-
thirdsof thenationwideinventory of cow 9n1992. By2006, their share
of the nationwideinventory had dropped to 38 percent. Meanwhile,
farmswith atleast 1,000 heed of dairy cowsare growing more prev aent.
T hey accounted forlessthan 10 percentofinventory in 1992 butmore
than athird by 2006. Structural shifts are evidentamong the larg est
farms, too. Duringthe1990s,farmswith 1,000-3,000 head wereadding
the mog capacity, but capacity additionshave snce shifted to even
larger farms, with 3,000-10,000 head. Some small dairy farms are
profitable, and others continueto eam enough toremainin operation.
Asaresultstucturalchangeislik ely forthe foreseeable future,with
acontinuing decline, rather than asudden disappearance, of small and
midszedairy operations T heongoing structuralchangeswill continue
to place downw ard pressure on milk prices.

This study focuseson conventiona dairy production,and does
not assess cods and farm sizes among organic dairy operations, a
rapidly growing but still small ssgment of the industry. T he 2005
Agricultural Resource Management Survey dary version contains
comprehensve information on asampl e of organic producers, and
other research projectsare analy zing thatdata.

Prepared by the Economic Research Sewice. The full report is available at
www .ersusdagov/publicaonslerr47.

Weighted Averages - Butterfat, Protein, Other Solids, Somatic Cell Count by State
Federal Order No. 33
July 2007 July 2006

----- Weighted Averages——- -----Weighted Averages--—

Num ber of  Pounds of Other C Pounds of Other SCC

State Producers  Milk (000) Butterfat Protein Solids  (000) Milk (000) Butterfat Protein  Solids (000)
Michigan 1997 567866 3.48 2.95 5.74 276 540578 3.52 294 5.72 273
Ohio 2362 357861 357 2.99 5.69 315 346021 3.60 2.96 5.67 342
Newv Y ok 423 182597 3.53 2.95 5.74 251 147815 3.53 291 5.70 249
Indiana 1120 156,105 354 2.96 5.70 335 154320 3.58 293 5.70 335
Penngylvania 1143 115014 3.60 2.98 5.69 357 119280 3.63 2.96 5.67 392
Wisconsn 355 67386 3.52 292 5.79 285 164953 3.56 2.90 5.74 283
West Virginia 63 5755 3.69 3.06 5.67 384 5647 3.66 3.05 5.66 421
Other 183 14886 347 2.99 5.80 246 23293 3.52 293 5.75 323
Taal/Average * 7646 1467469 3.53 2.96 5.72 296 1501907 3.56 294 5.70 305

* Totals may not add due to rounding. Data provided on a one month deay bass.
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FEDERAL ORDER DATA
AUGUST 2007

Producer Milk Class | Producer Statistical
Marketing Area ¥ Taal Class | Percent Price Differentia Uniform Price

(000) (000) % (per cwt.) (per cwt.)
FO 1 Northeast - (Boston) 1,998,835 876,169 43.9 $3.31 $23.14
FO 5 Appdachian - (Charlotte) 477,233 349,660 73.3 2l 24.16
FO 6 Forida - (Tampa) 246,333 213,617 86.7 2l 25.24
FO 7 Southeast - (Atlanta) 581,050 409,987 70.6 2l 23.87
FO 30 Upper Midwest - (Chicago) 2,351,953 389,559 16.6 0.78 20.61
FO 32 Centrd - (Kansas City) 944,144 368,419 39.0 2.10 21.93
FO 33 Mideast - (Cleveland) 1,246,828 556,449 44.6 2.36 22.19
FO 124 Pacific N orhw es- (Seattle) 596,875 188,027 315 201 21.84
FO 126 Southwest - (Dallas) 782,915 349,538 447 2.93 22.76
FO 131 Arizona - (Phoenix) 289,832 118,866 41.0 2l 22.22

Y Names in parentheses are principa points of markets.
? Producers in these markets are paid on the bass of a uniform skim and butterfat price.

MINIMUM PARTIAL PAYMENT PRICE FOR SEPTEMBER 2007 ........c.ccocovviieiieciieee $19.83/cwt.
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