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As we round out 2021 and head into 2022, let’s take a high-level look at the drivers behind the 

record volatility we have seen in milk prices and what dairy producers need to prepare for as we 

move forward.  

 

Setting the Stage 

Since the end of 2020, milk prices have been testing and, in some cases, breaking wide and 

long-held ranges. For instance, second month Class III milk price (which is generally used to 

express milk price trading ranges) has been moving largely between 16.00 and 19.50. While 

Class IV milk was stuck in a trading range between about 13.00 and 14.50 for the second half of 

2020, it broke out to the topside of that range in March 2021. Presently, the Class IV market is 

between 13.00 and 17.35, testing the top end of a larger trading range dating back to late 2014.  

In spite of the economic retraction caused by COVID, the dairy industry in aggregate responded 

to the demand stabilization of Farmers to Families Food Box (the government cheese-buying 

program) and direct payment programs by expanding their footprint. Cow numbers grew by 

67,000 head from the end of 2020 to May 2021 with a resulting increase in milk production. (For 

more, see: Cheese Action in 2020 vs. 2021). This growth led Class III milk prices to weaken 

substantially from an April high of 20.05 to an August low of 15.89. This 80% decline in price was 

followed by the recent rebound of 62% to the current price levels. Volatility! 

Looking at Q4 and Q1  

We have positive price momentum heading into Q4. Cow numbers look to have topped out and 

perhaps are on the start of a downtrend, which could be supportive. The Class IV price is right 

up at the 17.30 resistance. A breakout over this top end of a nearly 7-year range could open the 

door for a stronger upside move into 2022, assuming we maintain steady or higher feed prices 

and a sideways or lower U.S. dollar.  

 

Preparing for Opportunity and Risk Management 

Outside of major changes in global demand and preferences or some major outside disruption 

to the current supply/demand picture, feed prices and the U.S. dollar are likely the two biggest 

drivers to milk price trends and volatility as we head into 2022. With regards to feed, prices 

remain relatively high as we progress with harvest, putting strain on the cost of producing milk 

while tending to strengthen and support milk prices. We anticipate an imminent change to the 

U.S. Dollar Index, although the fundamentals are competing as to the direction. Keep an eye on 

the U.S. dollar, as the direction and magnitude of the breakout is likely to have a major impact 

on milk prices and all commodity price trends. (For more, see: Unsettled Times Ahead for the 

U.S. Dollar) 

https://www.totalfarmmarketing.com/cheese-action-in-2020-vs-2021/
https://www.totalfarmmarketing.com/unsettled-times-ahead-for-the-u-s-dollar-and-the-potential-impact-on-commodity-prices/
https://www.totalfarmmarketing.com/unsettled-times-ahead-for-the-u-s-dollar-and-the-potential-impact-on-commodity-prices/


Let me end with this: Trying to outguess what will ultimately influence milk price is a losing 

proposition over the long run while putting much undue stress on dairy producers. This is 

especially true on the heels of the record volatility we have experienced since early 2020. We are 

in a global marketplace with many potential trend-drivers that will influence market price for our 

commodities. Developing a strategic, consistent, and analytical approach to prepare your 

response to the changing market dynamics and manage your revenue decisions is a better 

approach. This requires time and attention and a well-stocked toolbox. If you are not at that 

stage, I encourage you to work on it now or find a professional to assist you. 
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