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On the bright side:

Futures | Friday | Friday | Change | Avg Since| Top |[Top 5th

e The USDA Cold Storage Report was released | Month | 04/23 | 04/16 1995 3rd Price
on Wednesday, with supportive numbers in Price
line with expectations. March butter stocks | Apr-04|$19.61|$19.64| ($0.03) | $11.24 | $11.76 | $12.27
‘évelre dOWf(‘j 37% sto'/ af Yearhago_(see Ch?]rt May-04 [$19.80|$19.60| $0.20 | $11.27 | $11.94 | $12.59
F:tfr‘l’;’g'rya”to ohv,lvgrch°b[l°t?;rt ‘:tgg'g TJ‘;E;HY Jun-04 | $17.67 | $18.45| ($0.78) | $11.65 | $12.48 | $13.30
increase, having done so nine of the last ten |Ju1-04|$16.55|$17.06 | ($0.51) | $12.46 | $13.38 | $14.28
years. Aug-04 [ $16.33 | $16.60 | ($0.27) $13.16 $14.17 | $15.17

e In thz Samio/report/ American Chge;i S;Ofks Sep-04 | $15.70 [ $16.00 | ($0.30) | $13.61 | $14.59 | $15.56
were down 2% vs. a year ago, and 3% below
the prior month, while Total Cheese stocks oct-04 |$14.60 | $14.60| $0.00 $12.98 $13.82 | $14.65
were down 2% vs. a year ago and were 1% Nov-04 [ $13.63 [ $13.25| $0.38 $11.92 $12.97 | $14.00
below the prior month. These numbers also |Dec-04|$12.50|%$12.50| $0.00 $11.92 | $12.97 | $14.01
broklf l:he trend, V\:jhle:reb historicahl:yf ﬁheese Jan-05$12.05|$12.10| ($0.05) | $11.89 | $12.71 | $13.52
stocks have increased February to March.

e Gains were recorded in all four products Feb-05|%$12.20|$12.01| $0.19 $11.34 $11.90 | $12.45
surveyed in the weekly Dairy Products Prices Mar-05|%$12.00 [ $12.10 | ($0.10) $11.66 $12.34 | $13.01
report. The NASS average for cheddar blocks | Apr-05 [$12.05|$12.15| ($0.10) | $11.24 | $11.76 | $12.27
W?j ug 5-1|¢ from the ?r:r‘i}%r twe$§|2< ct>g/|$b2'0|?u/3"|3/’| May-05 |$12.11|$12.20 | ($0.09) | $11.27 | $11.94 | $12.59
while barrels were up 3.4¢ to $2. :
gained 0.8¢ to 82.2¢/b and dry whey Jun-05|$12.25|$12.41| ($0.16) $11.65 $12.48 | $13.30
continued its impressive climb, moving up | 2u1-05|$12.65]$12.65| $0.00 | $12.46 | $13.38 | $14.28
1.2¢ to 26.7¢/Ib. Aug-05|$12.80|$12.80| $0.00 $13.16 $14.17 | $15.17

 Since the beginning of the month, butter and | sep-05|$12.80|$12.80| $0.00 | $13.61 | $14.59 | $15.56
cheese holdings are down 5% and 2%
respectively, in selected CME-approved . ...eouge Y.5. BUTTER COLD STORAGE HOLDINGS
warehouses. 320

e Dairy Market News reports demand for bulk =0 ——
and print butter remains strong, with Mother's 250 j’J H‘“x\

Day needs the driver. o . P h\\

e NDM supplies remain tight. Producers are.., - L TN
behind on contract orders and buyers are gyl <" ™
bidding higher prices with little success, {s0
according to Dairy Market News. 160 - —

e Imports? Not likely. March milk production ™0 o —— - N =

120 — e
for Western Europe was down 2.4%, and T N e —
Australia and New Zealand continue to1gg e T ™~ i
experience ‘"lighter than desired" milk gl = " —
production, while buyer interest for butter ap ‘\-1
from U.S. importers is "going unfilled". a0 . . . . . —= |
e Exports? Milk consumption in China is JAN - FEB  MAR__APR MAY JUN JUL AUG SEP OCT NOV DEC
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increasing at an annual 20% rate, as the

growing middle class demands more protein content in their diet.
e Economy: U.S. durable goods orders were up a surprising 3.4% in March, walloping expectations of only a 0.7%

rise. In addition, February's numbers were revised higher. The number is a good indication that corporate spending

and hiring will continue to increase.



however....
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19.61
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e After a steady rise, 42000 @
cash cheese stalled ™ ,._-——-\
and was unchanged $139.00
for the week, with \

blocks settling at #18.00 \\
$2.20 and barrels at 417,00

$2.1550, coming off \—~_L\

a $2.17 high on #1E00
Monday. $15.00
e In addition, product
showed up en-masse 14.00
with nine cars of
blocks and 20 cars of * =2 1
barrels traded. +12.00 -
e NASS  prices for
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blocks or barrels has #1100 \ \\

been up double digits 417,00 &

in each of the past = = = = = = =

four  weeks, but g 7 £ = 9 & 5 &

today's numbers = - = = =

weren't up as Taop 5th Price Top 3rd Price =—te— Friday 0423

sharply. We could be
making a near-term top on the cheese price.

e For the week ending 04/10, dairy cow slaughter was off 27% vs. the prior year, according to the Weekly Slaughter
Report. The lower cull is likely a response to higher milk prices.

e Fluid Milk & Cream Review reports that demand from manufacturers has slowed due to the high price, and that
suppliers have had to discount prices to get buyers to take loads.

e Dairy Market News reports buyer resistance to the high cheese price has increased, while interest in mozzarella,
provolone and soft-style cheese is only fair, with manufacturers either switching to cheddar or selling their milk to
cheddar producers.

Recommendation:

Well, it certainly seems as if we've hit a near-term peak in cheese, and more product could be heading our way. While
we don't expect the price to head too far south, we may see blocks and barrels hover around the $2 range for a while.

If you have forward contracted or sold futures already, keep a close eye on the CALL options. Further deterioration of
the market may give you an opportunity by pick up some less expensive CALL options Jun - Aug, to protect yourself
against higher prices should we heat up this summer. If you are still open to the market, take a good hard look at the
June - Aug contracts and consider selling some milk. While we'll never be able to pick the top, we're just over a dollar off
the contract high for June, and still at a very profitable price. Congratulate yourself for not selling at $13. After selling,
be ready as well to purchase CALL options to protect your upside. Or, use our trade recommendation from last week,
selling the Jan - Mar 12.00 PUTs, but this time, use the premium to help pay for Jun - Aug PUTSs, keeping all of your
upside open.

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 commaodities 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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