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On the bright side: 
• The jobless economic recovery in the U.S. has 

ended with a bang!  March job growth was the 
strongest in four years, adding 308,000 new jobs 
to the payrolls, handily beating expectations of a 
125,000 job gain. 

• Friday's NASS prices moved higher this week.  
Cheddar blocks averaged $1.71, up 18¢ while 
barrels came in at $1.80, up 19.9¢ for the week.  
Butter also moved higher to average $2.24, an 
increase of 10.7¢.  Finally, last week we said to 
start watching the dry whey price.  It went up 
1.7¢ to 20.3¢, the first time it's been above 20¢ 
since 12/13/02. 

• Loads of dry whey are selling at resale for 32-33¢ 
per pound in the Northeast, and many 
manufacturers across the U.S report being sold 
out or catching up on back orders, according to 
Dairy Market News.  Those with stocks are holding 
them in anticipation of higher prices. 

• On Tuesday, the CCC announced they were 
seeking to purchase up to 53 million pounds of 
mozzarella for delivery throughout the 2004/05 
school year. 

• Fluid Milk and Cream Review reports milk 
production is leveling off in Florida and expects the 
Spring flush to be light. 

• The availability of replacement 
animals continues to be tight.  Dairy 
Market News reports that at a 
major heifer sale in the Northwest 
part of the country, top animals 
were fetching near $2,500 and 
averaging $2,040.  

• Consumers don't appear to be too 
concerned about the likely prospect 
of expensive ice cream this 
summer, as heard in this audio clip 
from the Wednesday edition of 
NPR's "Talk of the Nation" radio 
program.  Jerry Dryer, editor of 
Dairy & Food Market Analyst was 
one of the guests interviewed in the 
report, titled Ice Cream Economics. 

• Cash blocks finished the week at 
$2.1050, up 6.5¢ from last week, 
and cash barrels settled at $2.0775, 
up 6.75¢.  Once again there were 
no offers or sales this week, although there were a few more "aged cheddar" trades which we discussed in our last 
report.  All this points to continued strong demand for product and short availability. 

• Official March close of $14.49 is more than $2.00/cwt above its historical top-fifth price since 1995.  

Futures 
Month 

Friday 
04/02 

Friday 
03/26 

Change Avg 
Since 
1995 

Top 
3rd 

Price 

Top 
5th 

Price 

Mar-04 $14.49 $14.30 $0.19  $11.66 $12.34 $12.47 

Apr-04 $19.04 $18.60 $0.44  $11.24 $11.76 $12.27 

May-04 $18.97 $17.97 $1.00  $11.27 $11.94 $12.59 

Jun-04 $17.80 $17.12 $0.68  $11.65 $12.48 $13.30 

Jul-04 $16.95 $15.85 $1.10  $12.46 $13.38 $14.28 

Aug-04 $16.91 $15.65 $1.26  $13.16 $14.17 $15.17 

Sep-04 $16.66 $15.80 $0.86  $13.61 $14.59 $15.56 

Oct-04 $15.22 $14.69 $0.53  $12.98 $13.82 $14.65 

Nov-04 $13.85 $13.65 $0.20  $11.92 $12.97 $14.00 

Dec-04 $13.15 $13.18 ($0.03) $11.92 $12.97 $14.01 

Jan-05 $12.28 $12.30 ($0.02) $11.89 $12.71 $13.52 

Feb-05 $12.34 $12.30 $0.04  $11.34 $11.90 $12.45 

Mar-05 $12.16 $12.25 ($0.09) $11.66 $12.34 $13.01 

Apr-05 $12.61 $12.50 $0.11  $11.24 $11.76 $12.27 

May-05 $12.69 $12.54 $0.15  $11.27 $11.94 $12.59 

Jun-05 $12.80 $12.64 $0.16  $11.65 $12.48 $13.30 

Jul-05 $12.80 $12.40 $0.40  $12.46 $13.38 $14.28 

Aug-05 $12.90 $12.55 $0.35  $13.16 $14.17 $15.17 



however.... 

• Weekly cow slaughter 
continues to lag below 
prior year levels.  For 
the week ending 
03/20/04, 48,600 head 
were removed from the 
milking herd vs. 62,900 
during the same period 
a year ago.  With the 
price of milk near the 
stratosphere and 
replacement heifers hard 
to come by, the lower 
cull rate may be the only 
way to "grow" the size 
of the U.S. dairy herd.  
Long term, it remains to 
be seen if dairymen will 
continue to milk 
marginal cows in the 
face of higher protein 
costs and a solid cull 
cow price. 

• Demand for fluid milk is 
tapering off in Florida, 
as Spring break is under way in many school districts and winter residents are heading north. 

• Hay harvest has come early in California due to the recent hot spell, and quality is reported as excellent.  Dairy plants 
anticipate this could mean additional milk supplies. 

Recommendation: 

Encouraging economic news and strong fundamentals are continuing 
to move this market higher.  April closed above the $19 mark today 
with May close behind.  Assuming fundamentals remain unchanged 
over the next 30 days, ask yourself where June, currently at $17.80, 
will be priced.  Well, it will probably look a lot like where May is 
today.  And July will look like June, and so on.  How long and how 
high are our most frequent questions, and unfortunately, we don't 
have the answer.  But we do know we won't be able to pick the top 
on this market, so our recommendation from last week remains 
unchanged.  Spend some money on a decent PUT option and leave 
your upside open.  Enter open orders for the following:  

To discuss this and more advanced strategies, give us a call!  877.695.8538 

Trading in commodities can result in substantial losses.  You should carefully consider whether the risks involved in trading in commodities is suitable for you or 
your organization in light of your financial condition.   While the information we gather and present is deemed reliable, neither the opinions expressed on this 
website nor in "The KDM Dairy Report", shall be construed as an offer to buy or sell any futures or options on futures contracts.  In addition, past performance is 
not necessarily indicative of future results. 
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May 1775 puts  30 cents 
June 1650 puts 45 cents 
July  1600 puts 60 cents 
August 1550 puts 60 cents 
September 1500 puts 55 cents 
October 1375 puts 55 cents 
November 1325 puts 70 cents 
December 1250 puts 60 cents 

 


