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Disclaimer
(i.e., the fine print)

DFA does not make, and expressly disclaims, any express or implied guaranty, representation, or warranty regarding
any opinions or statements set forth herein. DFA is not acting as your consultant or advisor, or in a fiduciary capacity,
for any purpose, and is not providing advice regarding the value or advisability of trading in commodity interests,
including swaps, futures contracts and commodity options or any other activity which would cause DFA or any of its
affiliates to be considered a commodity trading advisor under the Commodity Exchange Act. None of the information
contained herein should be construed as trading or risk management advice. Before undertaking any trading strategy,
you (and your customers or members) should consult your own independent advisors.
RCIC is an equal opportunity provider. In accordance with Federal law and U.S. Department of Agriculture (USDA)
civil rights regulations and policies, the USDA, its Agencies, offices, and employees, and institutions participating in or
administering USDA programs are prohibited from discriminating on the basis of race, color, national origin, religion,
sex, gender identity (including gender expression), sexual orientation, disability, age, marital status, family/parental
status, income derived from a public assistance program, political beliefs, or reprisal or retaliation for prior civil rights
activity, in any program or activity conducted or funded by USDA (not all bases apply to all programs).
DFA cannot provide any benefit, directly or indirectly, including money, dividends, goods, or services for which
payment is usually made, rebate, discount, credit, reduction of premium, or any other valuable consideration to
members to procure insurance or in exchange for obtaining insurance, authorized under the Federal Crop Insurance
Act, after it has been procured.
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COVID-19 pandemic mitigation is
key to dairy outlook
Christmas
Thanksgiving

Memorial Day
Pandemic declared

4th of July

Labor Day

• To date, more
than 80 million
people vaccinated
at least once
• June 1
vaccination goal
set by President
Biden
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US economy expected to
rebound sharply
• 2020 growth down
3.5% - largely due to
Q2 2020 contraction
• More fiscal stimulus
expected
⎻ US savings rate
spikes with stimulus
payments

• Expectations of
inflation around 2%
in 2021
Data source: Summary of Professional Forecasters, Federal Reserve Bank of Philadelphia, February 12, 2021
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Expecting milk prices to rise as
the economy re-opens

DFA RM estimates using CME Group futures prices on February 25, 2021
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Livestock feed prices up due to
demand from China

2021 estimates based on CME Group futures prices on March 3, 2021

6

2021 DMC payouts higher due to
higher feed prices

2018 is $8.00 MPP margin payout

Data sources: USDA and CME. Estimates by DFA RM based on CME futures market prices on February 25, 2021
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All things considered; milk prices
weren’t that bad in 2020

Data Sources: USDA
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There is lots of milk …
• Milking herd grew by
95,000 head between
June and January
• Production per cow
was very strong
⎻ Now slowing
⎻ Freezing temps in
the south will slow
output growth,
modestly
• Is January’s
production correct?
• February’s production
impacted by Southern
US freezing
temperatures
Data Source: USDA
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Farmers to Families Food Boxes
Program Future
is Uncertain

Round 1

Round 2

Round 3

Round 4

36 million
food
boxes

66 million
food
boxes

17 million
food boxes

1.8 million
food boxes

• Round 5 extended in late
December with $1.5 bil.
• Runs through April 30
• Combo boxes only
• About 25% allocated to
date – about 11 mil boxes

Estimated Total Dairy in Food Boxes - $1.25 Billion
Source: NMPF

Food Box – phasing out and no
longer the price shock it once was
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Inventories show mixed signals
• Cheese inventory as a percent
of December’s demand is about
190%
⎻ High but not troubling
⎻ But inventories grew since
July when usually they
decrease
⎻ Also, more cheese
production capacity coming
online
• NFDM inventory higher in 2017
• Butter is high — highest in
more than 20 years

Data source: USDA
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• US domestic dairy demand contracted at
the beginning of the pandemic
⎻ But exports surged

• Demand rallied in Q3 and Q4 as:
⎻ restrictions reduced or lifted
⎻ people learned to live with the pandemic
⎻ USDA Food Box and other Federal
support implemented
⎻ private food donations occurred
• U.S. exports finished year +13%
⎻ Domestic demand down about 1%
• For 2021, total demand forecast to grow 2+
percent in January-June

Information based on USDA and USDEC data
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Retail continues to have
strong growth

Data source: DMI
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Restaurant traffic impacted by holiday
COVID-19 spike; uneven impact

• BlackBox Intelligence: January 2021 down 4.9% YOY, best month since March 2020
• NY, LA and Chicago, home to about 50 million people, still way down; tremendous pent-up demand
growth opportunities

Northeast production impacted by
base excess programs
60

NY
18

40

-73

-40

-66 -67

1

33
28
22
21 22 24 24
2

3
1

7
-32 -30

-51

1

-58

-11 -10 -7
-2
-2

-3

-2

21

14

12 15

13
-4

-24

-53

29 31

13 14 11 8 13
-2
-7
-12 -12 -12 -12 -12

-7

9
-1
-6

Jan-21

0

1

Dec-20

1

26 25 31

-15

-68

-15
-1

-60

Change from prior year
Nov-20

Oct-20

Sep-20

Aug-20

Jul-20

Jun-20

May-20

Apr-20

Mar-20

Feb-20

Jan-20

Dec-19

Nov-19

Oct-19

Sep-19

Aug-19

Jul-19

Jun-19

May-19

Apr-19

Mar-19

-80

Feb-19

Million Pounds

33

3
13

-20

VT

21 13

4
2
20

PA

Most regions have multiple
handlers with base-excess type
programs
US Milk Production: January 2021 vs. January 2020 (million pounds)

KEY:
Current milk production
Qty. change from prior year
% change from prior year
Select 24 state milk production was
up 1.8% from the prior year

1
Source: USDA National Agricultural Statistics Service

Global milk production –
major exporting countries
European Union
Dec +0.2%
2020 +1.5%

United States
Dec +2.7%
2020 +2.1%

Key Regions
2020 +1.9%
2021 +1-2%

Data sources: USDA, USDEC, Ornua

Argentina
Dec +6.9%
2020 +7.5%

Oceania
Nov -1.9%
2020 +1.3%
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Class I mover not performing to
IDFA and NMPF agreement
• Change from
“higher of” to
“average of”
agreed to allow
Class I better
access to hedging
tools, but at no
loss to FMMO
Class I prices
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PPDs forecast to be negative due to
stronger Class III than Class IV
prices
• Negative PPDs and
depooling go hand in
hand
• US dairy
cooperatives that
depool use the
revenue to support
their members’ milk
checks

Forecasted by DFA RM using CME Group Futures prices on Feb. 25, 2021
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Cheese price level lower
• Food Box demand not
as large, recently
• New cheese production
capacity has come online
• H2 2021 block/barrel
spread narrowing
• Industry effort to create
a more viable CME
barrel cash market

21

Questions?
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