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The KDM Dairy Report - April 29"

On the bright side:

Futures | Friday | Friday | Change | Avg Top Top
Month | 04/29 04/22 Since 3rd 5th

April futures official settlement of $14.61 is Close | Close 1995 | Price | Price

second only to last year's $19.66 and the 14th

consecutive month of over $14 milk. May-05 | $13.60 | $13.62 | ($0.02) | $12.21 | $13.60 | $14.98

Dairy cow slaughter for the week ending April | Jun-05 | $13.40 | $13.59 | ($0.19) | $12.26 | $13.38 | $14.49

16™ was 41,900 head vs. 39,500 head during | Ju1-05 | $13.91 | $13.94 | ($0.03) | $12.70 | $13.62 | $14.53

the same period a year ago, up 6%. Aug-05 | $14.32 | $14.34 | ($0.02) | $13.25 | $14.21 | $15.16

Winterkill was heavy in the eastern half of the | Sep-05 | $14.38 | $14.44 | ($0.06) | $13.72 | $14.66 | $15.58
state of Wisconsin. Producers have to reseed | oct-05 | $13.80 | $13.80 $0.00 | $13.10 | $13.91 | $14.71

their alfalfa or switch to alternative feed, which | Nov-05 | $13.43 | $13.50 | ($0.07) | $12.22 | $13.29 | $14.34

could negatively affect milk production this | Dec-05 | $13.20 | $13.25 | ($0.05) | $12.34 | $13.49 | $14.61
summer. Jan-06 | $12.90 | $12.95 | ($0.05) | $12.10 | $12.93 | $13.74

CWT announced this week they have more | Feb-06 | $12.94 | $13.10 | ($0.16) | $11.64 | $12.33 | $13.00

than $10 million available in export assistance | Mar-06 | $12.87 | $12.95 | ($0.08) | $11.88 | $12.60 | $13.30
money to help support cheese prices at $1.40 | Apr-06 | $12.77 | $12.89 | ($0.12) | $12.31 | $13.52 | $14.71

and butter at $1.30. 12-month avg | $13.52 | ($0.07)
Strong demand for dairy products was reported this week in updated commercial disappearance numbers
for February. American cheese use was up 2.3% vs. last February, while other cheese use was up 8.3%.
Nonfat dry milk disappearance was up a healthy 27.7%.

however....
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Florida exported 229 loads of

Grade A milk this week, vs. 173 last week and 162 a year ago, according to Fluid Milk & Cream Review.
Milk supplies are reported as “burdensome”.

Butter production is higher than anticipated as excess milk heads to the churn and inventories are
expected to surpass last year’s levels soon. Dairy Market News also reports that demand is weak as
buyers watch prices move lower.

Dairy Market News reports that a growing number of people in the cheese industry believe the CWT
program’s $1.40 price floor will be challenged, with cheese offerings above year ago levels for at least
another month or so due to increased milk production.




Recommendation:
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Our sentiment this week is
decidedly more negative, at
least for the front months.
Cow numbers and
production are the keys to
where dairy prices are
heading. With cool temps
and few biting bugs, cow
comfort is currently very
high.  Until the summer
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a slow-down seems normal

this time of year as we transition from holiday sales, to the grilling season and soft serve ice-cream. Sell May
and June at $13.60 or higher. May is already affected by the past two week’s cash cheese numbers so the
NASS numbers in the coming weeks may give May a limited down side. June looks to be under more pressure
as we approach that $1.40 cheese price, which is about $13 equivalent Class III. Looking at the chart above,
most prices are still very close to top-third historical pricing. With next month’s production and cold storage
reports likely to be bearish, it may not be a bad idea to get a percentage of your production sold through
March 2006.

Give us a call and we'll help you put together a risk management plan for your operation!

Trading futures and commodities involves substantial risk and may not be suitable for all investors. 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 to be reliable, it is in no way
guaranteed. 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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