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W \WHAT LIES AH

}Supply Adjustment Has Not Happened
CWT Herd Retirement Gone?

22Price Outlook Depends on Demand
EDairy Policy Alternatives Debated

23Price Volatility Remains
Milk Prices
Feed Prices
Other Input Prices

¥ General Economic Outlook

What's in Store for Economic Growth
What's Going to Happen in the Rest of the World




MILK DEMAND

U.S. Commercial Exporter: 8
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" A QUICK WORD ON/D

ALTERNATI\

22 Policy alternatives attempting to reduce volatility
Large supply and demand shifts require a larger policy lever
Results in high government cost, higher base values

DI Will the Federal budget deficit limit dairy policy?
Dairy remains one of few commaodities able to obtain more
dollars — FY10 appropriations

M Current policy less effective given feed costs increase

Yes, MILC has feed price adjuster, however not all production
qualifies

Support prices remain low relative to production costs
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Australia - Milk deliveries

Source: Dairy Australia

1.200 g7 T T
w= Deliveries 2007 /2008
== Deliveries 2008,/2000
1o H™ Deliveries 2009,/2010
1.000 P N

1 NS
N\
N\
o w%

500
ClALx Jul Aug Sep Oct HNow Dec Jan Feb Mar Apr May Jun

("000) Tons




Million Metric Tons
o

10 of world dairy product trade

World Milk Production +450 MMT

Oceania responsible for 1/3 to 1/2
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OTHER THAN A
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Milk (per gallon)
-=Butter (per pound)
—+Cheese (per pound)

—Ice Cream (per half gallon)
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NET REMOVALS
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Milk Cows
(thou. head)

Milk Production
(bill. pounds)

All Milk Price 19.13 18.29 12.84 16.00 16.50
(dollars per cwt.)

Class Ill Price 18.04 17.44 11.36 13.95 14.70
(dollars per cwt.)

Class IV Price 18.36 14.65 10.89 14.80 14.75
(dollars per cwt.)

222009, the toughest year dairy producers have ever faced
Domestic demand anemic

World demand for US dairy products has been less
Increasing supplies from competitors
Slowing demand in Asian countries
Strong US dollar early in 2009, weakened through the year

Feed costs above long run averages
22010 is a better year but may not heal all the wounds of
2009
2 Supplies have become very unresponsive to economic
signals
B Will new policy surface in 20117
Depends on milk price recovery
Can the industry find compromise?
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