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MARKET SUMMARY:  
The spread of the pandemic and the shift in food consumption behavior over the past few months has caused some of the 
highest dairy market volatility in history. There was a $2.00 range for cheddar block on the CME - it was at its low of 
$1.01/lb in April and its high of $3.00/lb in mid-July. The move lower in April signaled an immediate cut in milk production 
as farmers prepared for lower milk checks well below their breakeven.  Then we moved to record highs in June and July 
while producers were trying to pivot and produce more milk which was a bit more difficult due to the summer heat.   

This range is certainly unprecedented, and with the abundance of government purchases, strong exports, and stabilized 
food service demand, price reacted accordingly.  Total cheese disappearance surged after low prices in April and was 
supported by strong exports in May, June, and into July while domestic demand and milk production was still down versus 
last year. 

As we look forward, exports in August and probably into September will likely be reduced as futures were never at a point 
where they were competitive globally.  However, starting is September government purchases of dairy will also slow to 
roughly half of what they were the previous four months. This is net price negative and helps to explain why we have 
come off our highs of late. 

That being said, it is possible that government assistance will persist throughout the Presidential election in November 
and there is money earmarked for Agricultural purchases in both versions of the next Coronavirus relief bill. The Farmers 
to Families Food Box program was extended into at least October, with additional money in the budget to extend the 
program further if USDA decides. Several Section 32 direct food purchases have also been issued in recent weeks with the 
possibility of more to come. The current government induced demand will keep dairy product demand, especially cheese, 
stronger than expected in the upcoming months, but as prices have increased, export demand has suffered. A saying on 
Wall Street is to “never fight the Fed.”  With dairy, never fight or underestimate the impact USDA purchases can have on 
dairy markets. 
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MARKET ACTIVITY: 

CME spot block cheese – prices closed at an all-time high of $3.00/lb. on July 13th and the block-barrel spread reached 
$0.5975 that same session. The market has been extremely volatile since the pandemic began; block cheddar has risen by 
$2.00/lb. (Up 200%) from a low of $1.00 on April 15th to a high of $3.00 in just over 12 weeks. We have come off the highs 
of late, and are currently trading at $1.815 with a narrower gap of $0.1725 vs. the current barrel price of $1.6425.  The 
sell side has come out with a vengeance to move the market lower since the buyers have stepped aside for the time being. 

 
CME Butter spot prices also saw volatility with a continuous decline throughout the month of July; with a starting price of 
$1.83 to $1.60s by mid-month and finally closing July at $1.55. Retail demand for butter remains strong and averaged a 
24.2% gain over prior year during June. However, foodservice orders have recently pulled back as select states begin to 
report a rise in COVID-19 cases and restaurants either close once again or get stricter about dining rules. The question will 
be whether retail demand remains strong enough to counterbalance another loss in foodservice if lockdowns return or 
when the dining-out spike returns to normal. 
 

 
Milk Production  

 
 After May production plunged as cooperatives implemented supply restrictions, farmers tried push their cows to 

produce more and drive profitability as milk futures surged (though not necessarily in their milk-checks). While 
production declined versus May and marked the third consecutive month of seasonally lower output, volumes 
were higher versus prior year levels and were spurred by both a larger YoY herd size and better milk per cow. 

Value YoY Change MoM Change 
Feb '20

Revision 
Unit 

Total U.S. Production 18,308    0.5% -0.2% 115 MM lbs. California 1.0%

24 State Milk Production 17,427    0.5% -0.2% 93 MM lbs. Midwest -0.7%

U.S Milk Cows 9,350      +23 -10% -10 1,000 head Mideast +0.1%

24 State Milk Cows 8,827      +43 -9% -4 1,000 head Northeast +0.2%

U.S Production per Cow 1,958      0.2% -0.1% 14 lbs. Pacific Northwest +1.9%

24 State Production per Cow 1,974      0.0% -0.2% 12 lbs. Southwest +0.7%

U.S. Milk Production June 2020

Regional Milk Production
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 Production was slightly stronger than expectations regardless of a questionable herd size decline in the month. 
The report leaned bearish as milk volumes were healthy in June, predicting higher volumes into the summer 
months as well. 

Cheese & Butter Production 
 
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                       
 
 
   
 
 
 
 
Cold Storage  
 
 
 
 
 
 
 
 

 
 

Million lbs. YoY % Change MoM %Change 
May '20

Revision

Total Cheese  1,416.4      2.6% -2.6% -0.11

American Type Cheese 793.3          1.1% -3.3% -0.18

Other than 

American Cheese 
623.0          4.5% -1.8% 0.07

Butter 361.6          10.8% -3.8% -4.44

U.S. Cold Storage June 2020

Million lbs. YoY % Change MoM %Change YTD vs. Last Yr.

Total Cheese  1,104.7       3.5% 3.7% 0.0%

American Type Cheese 438.2          1.0% 1.0% 0.7%

Cheddar Cheese 310.6          6.20% 5.9% 0.7%

Mozzarella Cheese 384.8          3.9% 5.1% -0.5%

Parmesan Cheese 29.7             -9.0% -12.7% -4.1%

Butter 150.0          -3.10% -12.9% 6.4%

U.S. Cheese & Butter Production June 2020
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BEARISH & BULLISH SENTIMENT 

 
 

DAIRY FORECASTS 
Cheddar prices – Government purchases are the one 
constant in this volatile and unpredictable market that is 
holding prices up. With more states going back into 
different levels of lockdown, we could continue to see 
supply and demand shocks as demonstrated by the record 
prices in mid-July and the sell-off of late. So far the market 
still looks less bullish than a few weeks ago, but with more 
government purchases or exports, we could see the 
market going bullish again.  The avg. forecasts are as 
follows: Q3 ‘20 ($2.28), Q4 ’20 ($1.78). 
 
Class III Futures markets are struggling to plot the 
market’s path forward. Class III closing price for July was 
close to a record high at $24.54/cwt.  The avg. forecasts 
are as follows: Q3 ‘20 ($21.79), Q4 ’20 ($16.97).  
 

Metric YTD Change

Domestic Cheese Demand -0.8%

Milk Production 0.5%

U.S. Cow Herd 0.2%

Milk Per Cow 1.5%

Dairy Cow Slaughter -4.4%

Total Cheese Stocks 2.5%

American Cheese Stocks 1.0%

Total Cheese Production -0.5%

American Cheese Production 0.0%

Mozzarella Production 2.1%

Cheese Exports 10.5%

Cheese Imports -22.6%

Days on Hand -Inc/(Dec) in Days 15.16

Year to Date Changes -  May '20 vs. April '20

Month

Milk 

Production 

(YOY)

U.S. Cow 

Herd vs. 

Prior Yr

Milk Per Cow

(YOY)

Dairy Cow 

Slaughter 

(YOY)

Total 

Cheese 

Stocks 

(YOY)

American 

Cheese 

Stocks

(YOY)

Total 

Cheese 

Production 

(YOY)

Cheddar 

Cheese 

Production 

(YOY)

Mozzarella 

Production 

(YOY)

Cheese 

Exports 

(YOY)

Cheese 

Imports 

(YOY)

Days on 

Hand

Jan-19 0.9% (84,000)    5.34% 1.2% 7.1% 8.6% 0.4% 1.4% 3.4% 3.5% -4.7% 40.83              

Feb-19 0.0% (84,000)    4.28% 5.0% 3.8% 3.0% 0.6% -4.3% 6.3% 15.5% -0.3% 44.38              

Mar-19 -0.8% (97,000)    3.70% 9.2% 4.5% 2.0% 0.0% -1.6% 1.7% 9.9% 8.8% 41.22              

Apr-19 0.1% (86,000)    4.47% 13.3% 3.9% 0.1% 1.2% -3.0% 6.2% -1.3% 4.5% 42.17              

May-19 -0.4% (89,000)    4.04% 3.6% 0.2% -2.5% 1.1% 0.6% 4.0% 10.7% -3.2% 40.23              

Jun-19 -0.3% (87,000)    4.01% 4.3% -0.7% -2.3% 0.8% -2.3% 6.0% -12.2% 0.1% 42.23              

Jul-19 0.3% (77,000)    4.52% 0.9% -3.7% -5.9% 0.1% -5.8% 1.5% 0.3% 5.5% 40.83              

Aug-19 0.1% (71,000)    4.32% -2.5% 0.2% -4.5% 3.3% 5.8% 1.0% -5.6% 13.9% 41.24              

Sep-19 1.1% (35,000)    4.96% -2.0% 0.2% -5.2% 2.3% -1.6% 4.9% 11.7% 34.9% 43.19              

Oct-19 1.5% (20,000)    5.13% 0.0% -2.2% -3.8% 1.0% 2.0% 3.6% 5.5% 3.8% 38.58              

Nov-19 0.9% (13,000)    4.47% 2.5% -2.1% -3.8% 1.8% 1.9% 4.0% 7.4% -0.8% 40.70              

Dec-19 1.2% (10,000)    4.74% 0.4% -2.1% -7.0% 2.0% 8.3% -2.1% -9.4% -14.1% 40.14              

Jan-20 1.3% 7,000        4.70% 0.8% -1.2% -3.3% 0.2% -1.6% 0.2% 0.4% 2.1% 42.69              

Feb-20 5.4% 23,000     8.63% -4.0% -0.6% -0.9% 21.9% 7.5% -13.4% -8.2% 24.8% 50.82              

Mar-20 2.8% 52,000     5.73% -8.1% -0.8% -1.2% 2.2% 2.8% 3.0% -10.3% -14.0% 47.23              

Apr-20 1.2% 43,000     4.31% -5.1% 6.0% 6.8% -1.3% 7.1% -5.4% -17.6% -21.1% 57.85              

May-20 -1.1% 27,000     2.62% -2.6% 4.8% 4.5% -0.5% 0.0% 2.1% 10.5% -22.6% 50.12              

Jun-20 0.5% 2.5% 1.0% -0.5% 10.5% -22.6% 52.59              

*Unpublished 
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Butter prices will remain choppy in the near-to-medium term, supported by strong demand at retail and tight cream 
availability.  As the summer draws to a close, heavy Ice Cream season will wind down and cream will become more 
available.  The avg. forecasts are as follows: Q3 ‘20 ($1.79), Q4 ’20 ($1.80). These forecasts are also at a significant premium 
to the current spot prices of $1.55 although the average price for July is around $1.70. 

 

DAIRY TRADE TRENDS                     
U.S. Total Dairy Exports – U.S. export volume was the most in more than two 
years, paced by record sales of nonfat dry milk/skim milk powder (NDM/SMP), 
strong shipments of cheese, strong exports of lactose and steady volume of 
whey products. U.S. suppliers shipped 210,429 tons of milk powders, cheese, 
whey products, lactose and butterfat, 18% more than the year before. This was 
the highest figure since April 2018. On a solids basis, exports were also up 18%. 
May US cheese exports bumped to 79 million pounds, an 8% increase from 
2019 to the highest monthly volume since March 2019. Sales to South Korea 
nearly doubled from April, rocketing to 21 million pounds, up 39% year-over-year. Volume to Mexico slipped to 16 million 
pounds, down 9% from 2019. Cheese exports year-to-date through May totaled 341 million pounds, down 5% from the 
year before. 
 

U.S. Total Dairy Imports – May US butter imports skyrocketed to 12 million 
pounds, up 28% from the year before and the most on record for any month 
going back to at least 1996. Volume from Ireland boosted to 10 million pounds, 
up from 7 million pounds last year—a 48% gain. That took total year-to-date 
butter imports up to 35 million pounds, yet volume was still running 14% 
behind the year before. 

in 1,000 Kg. MOM YOY

Cheese 970          -2.7% -22.6%

Butter 5,850       21.9% 9%

U.S. Imports - May 2020 - Volume

in 1,000 Kg. MOM YOY

Whey 43,850        6.7% 17.0%

Cheese 35,605        0.0% 0.0%

Butter 2,220           45.6% -6.8%

NFDM/SMP 79,163        16.5% 24.5%

U.S. Exports - May 2020 - Volume
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The Net Cheese Trade gap (exports-imports) increased in 
May by +20.3 mm lbs. to 53.9 mm lbs. – A high trade gap 
number indicates higher exports compared to imports – 
The trade gap at 202.6 mm lbs. for May YTD indicates a 
weaker 2020 so far for exports when compared to the past 
two years (2019 was 210.6 mm lbs. YTD and 2018 was 187.0 
mm lbs YTD). 
 
 
 
 
 
 

EUROPEAN DAIRY HIGHLIGHTS         
The strong exchange rate is preventing EU dairy prices from 
trending higher on good demand, particularly on butter as 
the retail business remains seasonally high and will likely 
strengthen further into the end of summer. Fresh butter 
supplies have been tight as cream values are still strong, 
making selling cream more desirable as individuals go on 
holiday and consume more ice cream. At approximately 
$1.80 per pound or $3,980/MT, EU butter prices are 
officially the highest on the world market this week for the 
first time since Q4 2018 (against Global Dairy Trade and 
CME Spot values), which will start to impact the EU’s record 
export volumes recorded through May. 
 
Skim milk powder exports are down 18% year-to-date due to the fact that Public Intervention stocks are not full and being 
pushed into the market like they were last year, but the region is also losing market share to the U.S., who has been 
competitively priced for the past year (CME spot weekly averages). The weaker U.S. dollar will continue to push business 
toward the U.S., but with Mexico, the largest skim milk powder importer in the world, experiencing so much economic 
uncertainty, SMP prices are limited in the Northern Hemisphere. 
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CHINESE DAIRY HIGHLIGHTS  
China's June dairy imports were impressive of late, 
driven by large gains on fluid milk & cream, as well as 
whey demand. There were three consecutive months 
of weaker fluid milk & cream imports leading into 
June, but imports improved last month and were up 
17,505MT from prior year to 82,437MT with Germany 
(28,078MT, +57% YoY) and New Zealand (22,428MT, 
+26% YoY) the primary contributors. Whey imports 
jumped 84% from prior year to 55,721MT with the US accounting for 37% market share (20,819MT, +119% YoY). Milk 
powder imports fell slightly with other notable gains recorded on lactose and WPC80. 

 
 
NEW ZEALAND DAIRY HIGHLIGHTS  
Strong June export figures to Africa as well as the 
Middle East were anticipated given the weaker 
prices out of New Zealand earlier this year that 
prompted buyers from these regions to lock in 
product for Q2 delivery and build inventories. Buyer 
participation lessened during the last two GDT 
auctions after the move higher on commodity prices 
to begin the month.  This has the potential to limit 
further price gains on the Global Dairy Trade 
platform in the near term.  It is possible that major 
importers bought heavily in April & May and are 
awaiting the Oceania milk production season to begin with strong milk production driving ample supply and lower prices 

 
ECONOMIC CONDITIONS 
Consumer Confidence tumbled in July to a reading of 92.6 as coronavirus infections spread in many parts of the country. 
Consumers have grown less optimistic about the short-term outlook for the economy and labor market. Such uncertainty 
about the short term does not bode well for the economic recovery, nor for consumer spending.   
 
Jobless claims decreased this past week to the lowest 
level of the coronavirus era, however, it is the 20th 
consecutive week that claims have run above 1mm.  
The extra $600 in weekly jobless benefits expired at 
the end of July and Congress is battling with the 
Trump Administration on the next relief bill which 
creates more uncertainty.  
 

GDP – A record 32.9% plunge in second-
quarter GDP is an historically poor showing and the 
biggest single-quarter decline in GDP since 1947 
when the government first starting tracking the 
figure using modern methods. The scale and 
unprecedented nature of the Covid-19-driven 
downturn will leave lingering scars during the 
recovery. Bloomberg Economics expects a long and 
bumpy road ahead. 
 

Metric tons 

( '000)

% Change 

2019/18

Metric tons 

( '000)

% Change 

2019/18

Metric tons 

( '000)

% Change 

2019/18

Metric tons 

( '000)

% Change 

2019/18

China 57 43% 50 3% 134 -13% 379 3%

United Kingdom 29 -17% 156 -25% 13 70% 11 -17%

Russia 45 11% 90 2% 19 -47% 11 -47%

Japan 8 -5% 118 -9% 19 -8% 1 163%

EU* 21 -39% 79 -5% 16 -15% 12 -40%

Philippines 10 -36% 11 -15% 38 -45% 10 -16%

Source: Eurostat

Butter (oil) Cheese SMP WMP

Main Importing Countries of EU Dairy

Jan-May 2020 Compared to 2019

Commodity MT Million lbs. YoY MoM

WMP 109,685          241.8 21.6% 5.4%
SMP 28,059            61.9 14.0% -9.2%

Combined WMP/SMP 137,744          303.7 -11.8% -9.7%

Infant Formula 8,609              19.0 -7.3% -22.5%

Butter 14,469            31.9 -8.0% -3.3%

Cheese 24,611            54.3 -11.3% -7.3%

Lactose 3,340              7.4 37.3% 76.6%

Source: GTIS

NZ Dairy Export Volumes - June 2020
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All major components (except for the federal government) contributed to 
the historic pace of contraction amid the initial spike in coronavirus cases 
in the spring, disastrous job losses, plunging consumer sentiment and 
broad-based business shutdowns. 
 
Lockdowns enforced in March through April led to a plunge in consumer 
spending. Once restrictions were lifted, the initial recovery was rapid, but 
will remain limited amid a resurgence of virus cases and orders to pause or 
reverse reopening plans. 
 
Business-fixed investment deteriorated sharply and the outlook remains 
weak; corporate profits are plunging, demand remains weak and 
uncertainty high. 
 
Trade has been severely affected. An uneven and protracted recovery in 
demand, along with supply chain bottlenecks, will restrain trade flows for 
an extended period. 
 
 
 
Retail Sales in June ‘20 increased by +0.8% compared 
to last year and were up +4.18% from May ‘20. Grocery 
retail sales were up +9.59% from last year and 
decreased -5.74% vs. the prior month. Restaurant 
sales were down -54.4% from last year and decreased 
+28.9% from June ‘20.  
 
 
 
                                                                                                                                                                                                                                                                                                                                                             
 

 
 
 
  

Nation Latest Qtr 2019 2020 est

Chg from 

Prior 

Month

2020 vs 

2019

US 0.3% 2.3% -5.5% tu p

Japan -1.7% 1.3% -8.9% q p

China 3.2% 6.1% 2.0% q p

UK -1.7% 1.3% -8.9% q p

Canada -17.1% 1.6% -7.0% q p

Euro Zone -3.1% 1.2% -8.1% q p

France -5.0% 1.2% -10.0% q p

Germany -2.3% 0.6% -6.1% q p

Italy -5.4% 0.2% -10.4% q p

Russia 1.3% 2.0% -0.7% p p

Ukraine -1.3% 3.5% -5.9% p p

Australia 1.4% 1.8% -3.6% q p

NZ -0.2% 2.3% -5.1% q p

India 5.3% 5.0% 0.0% q p

S Korea -2.9% 2.0% -0.7% q p

Argentina -5.4% -2.5% -9.4% q p

Brazil -0.3% 1.1% -6.5% p p

Mexico -1.4% 0.0% -8.3% q p

Eastern Block 2.7% 3.7% -6.5% q p

GDP Comparison
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CURRENCY - 1.179 EUR/USD  
During the month of July, the average rate for 
EUR/USD has been close to 1.15. This compares with 
1.10 the prior 3 months. The euro is up by 4.3% against 
the dollar this year, and is at its strongest since 2014 
versus a basket of currencies of the bloc’s 19 biggest 
trading partners. The euro may well continue to gain 
while the pandemic persists, though mostly as a result 
of dollar weakness.  Dollar weakness does make U.S. 
dairy exports more affordable compared to European 
product, however, the U.S. is still priced at a premium 
to the world in cheese. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
FUTURES AND COMMODITIES TRADING INVOLVES SIGNIFICANT RISK AND IS NOT SUITABLE FOR EVERY INVESTOR. INFORMATION CONTAINED HEREIN 
IS STRICTLY THE OPINION OF ITS AUTHOR AND IS INTENDED FOR INFORMATIONAL PURPOSES AND IS NOT TO BE CONSTRUED AS AN OFFER TO SELL 
OR A SOLICITATION TO BUY OR TRADE IN ANY COMMODITY OR SECURITY MENTIONED HEREIN. INFORMATION IS OBTAINED FROM SOURCES 
BELIEVED RELIABLE, BUT IS IN NO WAY GUARANTEED. OPINIONS, MARKET DATA AND RECOMMENDATIONS ARE SUBJECT TO CHANGE AT ANY TIME.  

Euro/US$ Q3 20 Q4 20 Q1 21 Q2 21

Low 1.07$ 1.06$ 1.06$ 1.04$ 

Mean 1.12$ 1.13$ 1.13$ 1.14$ 

High 1.18$ 1.20$ 1.18$ 1.21$ 

Euro/US$ Q3 20 Q4 20 Q1 21 Q2 21

Low 1.08$ 1.08$ 1.09$ 1.08$ 

Mean 1.14$ 1.14$ 1.15$ 1.16$ 

High 1.18$ 1.20$ 1.21$ 1.23$ 

July Consensus Forecast
2020

June Consensus Forecast
2020
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