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NATIONAL DAIRY MARKET AT A GLANCE

CHICAGOMERCANTILEEXCHANGE (CME) CASH MARKET S(12/20):
BUTTER:GradeAA closed at $1.1250. Theweekly averagefor Grade AA is$1.1167
(+.0059).

CHEESE: Barrelsclosedat $1.1050and blocksat $1.1400. Theweekly averagefor barrels
is$1.1010 (+.0010) and blocks, $1.1330 (+.0195).

NONFAT DRY MILK: ExtraGradeclosedat $0.9100and GradeA at $0.9100. Theweekly
averagefor ExtraGradeis$0.9100 (-.0050) and Grade A, $0.9100(-.0200).

BUTTER: Butter producers and handlers indicate that orders have slowed
considerably withmost current activity centeringaround short termor replacement needs.
Creamofferingswereincreasing by midweek, thuschurning schedul esacrossthecountry
arebuildingandwill remainquiteactiveintotheNew Y ear. Inventoriedand current volumes
of butter arereadily availablefor needs. ButterimportsintotheU.S. under quotaarelagging
lastyear, whileabovequotavolumesaresharply lower. For thefirst elevenmonthsof 2002,
quotabutterimportstotaled 11.9million pounds. Thisfigure, throughtheend of November,
comparesto 14.8millionfor thesameperiodlastyear. Theannual quotavolumefor 2002
is15.4millionpounds. Abovequota(hightier) importsof 880,000 pounds, for thesame
eleven months, are considerably lower than last years' 25.8 million pounds.

CHEESE: The cheese market issteady. Current bulk cheeserequirementsare
lighter ascuttersand processorsplan to operate on reduced schedul esduring the 2 week
holiday periodand holiday ordershavebeen shipped. Buyersarealsotryingtominimize
yearendinventory levels. Althoughfor some, anincreaseinthecheesepricewouldincrease
the yearend inventory value. During the week ending December 20, CCC purchased
2,296,800 poundsof Midwestern processcheeseand 296,019 poundsof Westernbarrels,
thefirstbarrelssincemid-September. Most cheeseplantsareexpectedtooperateonextended
schedulesduring theholiday period asmilk backsup from bottlersand alternativeusers.

FLUIDMILK: Milkproductionissteady to higher withheavier output generally
reportedinthe Southern half of thenation. Class| salesaregoodinthe East yet demand
isdwindling in most other areas as schoolsbreak for the holidays. Asaresult, bottling
activity islower and surplusmilk suppliesareincreasing. Balancing plantsareadequately
handling excessmilk volumes. Condensed skimmovementisincreasing ashandlersopt
tomovecondensed skimandavoidthecost of drying. Class!| creaminterestissiowing.
Morecreamismovingintochurnsat lower multiples. Creamsuppliesaremostly inbalance
with heavier productionanticipated over theholidays.

DRY PRODUCTS: Dry product pricesaretrending steady tolower. Salesof NDM
totheCCCpersistatthe80centlevel, encouraging market pricestotrendlower. Production
isexpected heavier during thenext 2weeksinresponseto heavier milk suppliesover the
holidays. Likewise, production of buttermilk isexpectedtoincrease. Stocksareample
intheWest and mostly inbalanceel sewhere. Whey marketsareweak. Demandislight,
especially assomebuyershol d off ontheir purchasestoavoid heavy stocksat theyear end.

L actose pricesareexpected unchanged to higher inthefirst quarter. The WPC market
issteady on light trading schedules.

CCC: Duringtheweek of December 16- 20, CCC purchased 6,759,823 poundsof
NDM, 6,385,041 poundsfromthe West and 374,782 poundsfrom the Midwest. CCC
also purchased 296,019 pounds of Western barrel cheese and 2,296,800 pounds of
Midwestern processcheese.

NOVEMBERMILK PRODUCTION (NASS): Milk productioninthe20major
States during November totaled 11.7 billion pounds, up 1.8% from November 2001.
October revisedproduction, at 12.0billionpounds, wasup 2.1%from October 2001. The
October revisionrepresented adecreaseof 26 million poundsor 0.2%fromlastmonth’s
preliminary productionestimate. Production per cowinthe20major Statesaveraged 1,501
poundsfor November, 16 poundsabove (1.1%) November 2001. Thenumber of cows
onfarmsinthe20 major Stateswas7.79 million head, 54,000 head more (+0.7%) than
November 2001, and 1,000 head morethan October 2002.

NOVEMBER FEDERAL MILK ORDER PRICEAND POOL SUMMARY
(DAIRY PROGRAM S): During November, about 9.9 billion pounds of milk were
receivedfrom producers. Thisvolumeof milkis1.2%below November 2001 volume.
(Takinginto account thevolumeof milk not pooled duetointraorder disadvantageous
price relationships, the year-to-year change is +0.1%.) About 3.9 billion pounds of
producer milk wereused in Class| products, 0.4% below thepreviousyear. Caendar
composition likely had apositiveimpact on milk used in Class| in 2002 as compared
t02001. Theall-market average Classutilization percentageswere; Class| =40%, Class
11=9%, Class| |1 =45%, and Class|V = 6%. Theweighted averagestatistical uniform
pricewas$11.49 per cwt., $0.22 | ower thanlast month, and $2.70 lower thanlast year.

DAIRY SITUATION& OUTLOOK (ERS): Pricerecoveryisnotlikely tocome
quickly. Milk per cow isprojected to rise about 2% in 2003, particularly if milk-feed
rel ationshipsimproveastheyear progresses. By late2003, declinesincow numberscould
bethesharpest seeninseveral years. Demandfor dairy productsisexpectedtogrow, but
recovery may not beparticularly brisk. However, recoveringdemandand easinggrowth
inmilk productionwill hel poffset normal seasonal pricesoftness. Retail dairy pricesare
expected to be about the same.

FEDERAL MILK ORDER ADVANCE PRICESHIGHLIGHTS (DAIRY
PROGRAM S): Under theFederal milk order pricing system, thebasepricefor Class
I milkfor January 2003is$10.56. Thispriceisderivedfromtheadvanced Class|V skim
milk pricing factor of $6.67 and theadvancedbutterfat pricingfactor of $1.1784 per pound.
Class| differential sspecifictoeach county areaddedtothebasepricetodeterminetheClass
| price. TheClass!l skimmilk pricefor January is$7.37 and the Class|| nonfat solids
priceis$0.8189 per pound. Thefollowingarethetwo-week product priceaverages: butter
$1.0813, nonfat dry milk $0.8813, cheese $1.1195, and dry whey $0.2038.
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CHICAGO MERCANTILE EXCHANGE

CASH TRADING

CHEESE: carload = 40,000-44,000 Ibs., NONFAT DRY MILK: carlot = 42,000-45,000 Ibs., BUTTER: carlot = 40,000-43,000 |bs.

PRODUCT MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY WEEKLY | WEEKLY
DECEMBER 16| DECEMBER 17 | DECEMBER 18 | DECEMBER 19 | DECEMBER 20 | CHANGE* | AVERAGE#
CHEESE
BARRELS $1.1000 $1.1000 $1.1000 $1.1000 $1.1050 $1.1010
(N.C) (N.C) (N.C) (N.C.) (+.0050) (+.0050) (+.0010)
40# BLOCKS $1.1300 $1.1300 $1.1300 $1.1350 $1.1400 $1.1330
(N.C) (N.C) (N.C) (+.0050) (+.0050) (+.0100) (+.0195)
NONFAT DRY MILK
EXTRA GRADE $.9100 $.9100 $.9100 $.9100 $.9100 $.9100
(-.0050) (N.C) (N.C) (N.C) (N.C)) (-.0050) (-.0050)
GRADE A $.9100 $.9100 $.9100 $.9100 $.9100 $.9100
(-.0200) (N.C) (N.C) (N.C) (N.C)) (-.0200) (-.0200)
BUTTER
GRADE AA $1.1125 $1.1125 $1.1250 $1.1167
(N.C) (N.C) (+.0125) (+.0125) (+.0059)

*Sum of daily changes. #Weekly averagesare simpleaverages of thedaily closing pricesfor the calendar week. Computed by Dairy Market Newsfor informational purposes. Thisdataisavailable
on the Internet at WWW.AMS.USDA.GOV/MARKETNEWS.HTM NOTE: No cash trading December 24, 25 & 31 and January 1.
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MONDAY, DECEMBER 16, 2002

CHEESE — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE

NONFAT DRY MILK — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 1 CAR EXTRA GRADE @ $0.9100; 1 CAR GRADE A @ $0.9100

BUTTER — SALES: NONE; BIDS UNFILLED: 13 CARS GRADE AA:2 @ $1.1125,4 @ $1.1100,1 @ $1.1075,2 @ $1.1050, 2 @ $1.1025, 2 @ $1.1000; OFFERS UNCOVERED:
NONE

TUESDAY, DECEMBER 17, 2002

CHEESE — SALES: 1 CAR 40# BLOCKS @ $1.1100; BIDS UNFILLED: 1 CAR 40# BLOCKS @ $1.1300; OFFERS UNCOVERED: NONE
NONFAT DRY MILK — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE

WEDNESDAY, DECEMBER 18, 2002

CHEESE — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE
NONFAT DRY MILK — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE

BUTTER — SALES: NONE; BIDS UNFILLED: 12 CARS GRADE AA: 2 @ $1.1125, 2 @ $1.1100, 2 @ $1.1075, 3 @ $1.1050, 3 @ $1.1025; OFFERS UNCOVERED: NONE

THURSDAY, DECEMBER 19, 2002

CHEESE — SALES: NONE; BIDS UNFILLED: 1 CAR 40# BLOCKS @ $1.1350; OFFERS UNCOVERED: NONE
NONFAT DRY MILK — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE

FRIDAY, DECEMBER 20, 2002

CHEESE — SALES: NONE; BIDS UNFILLED: 1 CAR BARRELS @ $1.1050; 1 CAR 40# BLOCKS @ $1.1400; OFFERS UNCOVERED: NONE

NONFAT DRY MILK — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE

BUTTER — SALES: 11 CARS GRADE AA: 2 @ $1.1125, 4 @ $1.1200, 2 @ $1.1250, 1 @ $1.1225, 2 @ $1.1250; BIDS UNFILLED: 21 CARS GRADE AA: 2 @ $1.1250,
3@ $1.1225,2 @ $1.1200, 2 @ $1.1150, 2 @ $1.1125, 2 @ $1.1100, 3 @ $1.1075, 2 @ $1.1050, 3 @ $1.1025; OFFERS UNCOVERED: NONE

BUTTER MARKETS

NORTHEAST

The market tone is mostly steady and the price at the CME (through 12/16) has
traded in avery narrow range ($.0025) since December 2. Butter productionin
the East is starting to increase as cream supplies become more plentiful. Some
Class cream users will be down for the next 2-3 weeks and thisis pushing more
cream into churning facilities. Most holiday orders have been shipped and in the
stores. Sales of bulk are steady at best whileretail salesarejust improved where
featured. Food serviceordersarefairly good, but starting to ease asthe Christmas
shopping season draws to aclose. Sales of bulk butter, f.0.b. East, are reported
in arange of flat market to 4 cents over the CME price/average.

CENTRAL

The market tone is basically steady, although producers and handlers question
where will the cash price settle once the holidays are over. Some producers are
stating that they would not be surprised if the cash price would weaken to around
or dlightly under the current support price and some surplus butter stocks might
then clear to CCC. Producers indicate that cream offerings are already starting
to increase. Most anticipate that over the next two weeks, cream offering will
be quite heavy and hopefully at favorable prices. Stocks of butter are fully
sufficient for current needs. Orders thisweek are being placed for short term or
last minute fill-in needs. Retail feature activity at $.99 per pound is occurring at

some Midwestern grocery stores. Producers and handlers state that sales at this
pricelevel shouldclear largevolumesof availablebutter. Food serviceordershave
been equally strong as restaurants prepare for the year end holidays. Bulk butter
for spot salesis selling in arange of flat to 2 cents per pound over various pricing
basis.

WEST

Cash butter prices at the CME continue to move in avery narrow range on light
trading. Most market contacts are encouraged by the strong sales of butter at the
Thanksgiving holiday and what that might mean for the upcoming year end
holidays. Good featureactivity continuesto benoted. Most ordershavenow been
filled and are at retail centers. Any additional orders will be of afill in nature.
Churning levels are being called moderate currently, but they are expected to
increase as the holidays approach. Plants are planning to only take Christmas
day off and work the rest of the time through the end of the year. It remainsto
be seen what impact the first major storm of the season will have on milk supplies
over thenexttwoweeks. CM E weekly warehousestockscontinueto declinesiowly
which is normal for the end of the year. Stocks normally begin to increase the
first week of January and often build right up until Easter. Current pricesfor bulk
butter rangefrom 3 centsunder to flat market based on the CM E with varioustime
frames and averages.

NASSDAIRY PRODUCT PRICES

U.S. AVERAGE AND TOTAL POUNDS

CHEESE
40#BLOCKS BARRELS NDM
WEEK 38% MOISTURE
ENDING
DEC 14 1.1117 1.1013 0.8653
8,580,334 10,045,755 22,092,752

MILKFAT
BUTTER DRY WHEY CLASSII ALL CLASSES
1.0899 0.1989 1.4213 1.3969
3,913,760 12,892,311 2,019,059 3,484,978

Further data and revisions may be found on the internet at: http://jan.mannlib.cornell.edu/reports/nassr/price/dairy
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CHEESE MARKETS

NORTHEAST

Pricesaregenerally lower andthemarket toneisunsettled. Cheeseproduction
inthe East is showing more signs of increasing dueto an expected risein the
supply of surplusmilk during the coming weeks. Most cheese producersare
making arrangementsto takein extramilk during the holidays. Conversely,
afew operations are expecting to be down for several days. Cheese stocks
aremorethanadequatetofill thesteady toslower demand. Most holiday needs
have been shipped, distributors remain busy making last minute deliveries.
Some are very active as they get more products out to customers before the
shortened work-weeks to come. Retail and food service order are mostly
steady.

WHOLESALE SELLING PRICES: DELIVERED,
DOLLARS PER POUND (1000 - 5000 POUNDS MIXED LOTS)

Cheddar 10#Prints 1.1750-1.6700
Cheddar SingleDaisies 1.1325-1.5975
Cheddar 40#Block 1.2525-1.4975
Process5# L oaf 1.3100-1.5100
Process5#Sliced 1.3300-1.5775
Muenster 1.3375-1.5425
Grade A SwissCuts 10 - 14# 2.3500-2.5500

MIDWEST

Thecheesemarketissteady. A few tradersspecul atepricescouldtemporarily
increase for yearend inventory value consideration while others feel that
offerings are increasing and will pressure prices lower. Most buyers are
holding back on current purchases to help manage yearend inventory levels
unless something is needed immediately. Current supplies are generally
adequate though somebuyersarelooking for an occasionally elusiveload or
two of aspecialty variety. Most cutters and processors expect to operate on
abbreviated schedul es(generally down 2 days) thenext twoweekswith hopes
that orders for early 2003 will rebound for the Super Bowl in late January.
Many plant operatorshave made commitment(s) to purchasesurplusyearend
holiday milk at attractive prices. Current production is steady to slightly
heavier.

WISCONSIN WHOLESALE SELLING PRICES: DELIVERED,
DOLLARS PER POUND (1000 - 5000 POUNDS MIXED LOTS)

ProcessAmerican5# L oaf 1.2800-1.5200
Brick And/Or Muenster 5# 1.5900-1.6725
Cheddar 40#Block 1.4850-2.1150
Monterey Jack 10# 1.7375-2.1150
Blue5# 1.8650-2.2700
Mozzarella5 - 6# (Low Moisture, Part Skim) 1.4175-2.2150
Grade A SwissCuts6 - 9# 1.9000-2.6850

MIDWEST COMMODITY CHEDDAR

Dollars per pound, standard moisture basis (37.8-39.0%),
carlot/trucklot, F.O.B. plants or storage centers.

CHEDDAR STYLES DECEMBER 16 - 20, 2002

BARRELS* $1.1050 - 1.1150 (NOMINAL)
(-$.0075) (-.0075)
40# BLOCKS $1.1300 - 1.1625 (NOMINAL)

(-$.0350) (-.0275)
(') Change from previous week. * If steel, barrel returned.

Dairy Market News is proposing discontinuing the Midwest Commodity Cheese
report in January. This proposa is due to the limited real spot reports available
within the region and the price fluctuation limitations caused by the large growth
in Western cheddar production. For comments in opposition to the ending of
this report contact: George Koerner at 608.224.5083 or email
George.Koerner@USDA .gov

WEST

Natural and process pricesweakened thisweek after CM E cash pricessettled
last week under thecurrent support priceagain. Most tradesourcesarestating
that buyershave covered most of their year end needsand are only concerned
about latefill in purchases. They are stating that interest "wasn’ t too bad for
the way the economy is'. Manufacturing plants are somewhat concerned
about theamount of cheesethat will produced over thenext few weeks. Most
feel that stockswill be heavier than desired at the end of theyear. With milk
suppliesremaining heavier than necessary, many arewondering about future
price strength in the cheese markets. The first heavy winter storms of the
seasonmay putacrimpinWesternmilk productionintheshort run. Theheavy
winds and flooding will cause some problems on dairy farmsin the northern
half of Californiaand other areas of the West.

WHOLESALE SELLING PRICES: DELIVERED, DOLLARS PER POUND
(1000 - 5000 POUNDS MIXED LOTS)

Process5# L oaf 1.2500-1.5100
Cheddar 40#Block 1.2425-1.3825
Cheddar 10# Cuts 1.4225-1.6425
Monterey Jack 10# 1.4325-1.5925
Grade A SwissCuts6 - 9# 2.2600-2.4100

FOREIGN

Prices are steady to lower and the market tone is seasonally firm. Demand
forimported and/or domestically madetable cheesesisat or near its seasonal
peak. Importers are alittle slower now that most of this year’s cheese has
been imported, but they are active in getting their cheese out to distributors
or retailers. Typically, demand for foreign cheese peaks during the holiday
period. Most distributorsarequiteactiveasthey work toget last minuteorders
filled. Most expect to be down several days during the next two weeks.

WHOLESALE SELLING PRICES: FOB DISTRIBUTORS DOCK
DOLLARS PER POUND (1000 - 5000 POUNDS, MIXED LOTS)

NEW Y ORK
VARIETY IMPORTED DOMESTIC
Roquefort TFEWR : -0-
Blue 1 2.6400-3.3900 : 1.4700-2.9600*
Gorgonzola 1 3.2400-5.9400 : 1.9875-2.4900*
Parmesan (Italy) : TFEWR : 2.8800-2.9700*
Romano (Italy) 1 2.1000-3.1900 : -0-
Provolone (Italy) : 3.4400-5.5000 : 1.4775-1.7050*
Romano (Cows Milk) : -0- : 2.6675-4.8375*
Sardo Romano (Argentine) 1 2.8500-3.2900 : -0-
Reggianito (Argentine) : 2.6900-3.2900 -0-
Jarlsberg-(Brand) : 2.7500-3.6900 -0-
Swiss Cuts Switzerland : -0- 2.3500-2.5500
Swiss Cuts Finnish 1 2.6000-2.8500 -0-
Swiss Cuts Austrian : TFEWR -0-
Edam

2 Pound . TFEWR -0-

4 Pound 1 2.1900-2.9900 -0-
Gouda, Large TFEWR -0-
Gouda, Baby ($/Dozen) : :

10 Ounce 1 27.8000-31.7000 : -0-

* = Pricechange.

WEEKLY COLD STORAGEHOLDINGS-SELECTED STORAGE CENTERS

IN THOUSAND POUNDS - INCLUDING GOVERNMENT STOCKS

BUTTER : CHEESE

12/16/02 45,271 : 129,031
12/01/02 47,383 : 130,462
CHANGE -2,112 -1,431
% CHANGE -4 -1
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FLUID MILK AND CREAM

EAST
Spot shipments of Grade A milk into or out of Florida and other Southeastern states
THIS WEEK LAST WEEK LAST YEAR
IN ouT IN ouT IN ouT
FLORIDA 51 0 30 0 23 0
SOUTHEAST STATES 0 0 0 0 0 0

Regiona Milk Market Administratorsannounced thefollowing, November 2002
uniform prices: Northeast $12.31 Mideast $11.17, Southeast $12.84, Florida
$14.32, and Western New Y ork (a state order) $11.86 at the base city or county
in the orders. (For the Northeast, Mideast, and Western New York orders,
statistical uniformpricesarereported.) During November, milk productioninthe
20 major statestotaled 11.70 billion pounds, up 1.8% from November 2001. The
following are the November-to-November changes for selected states. Texas
+4.8%, New Y ork +0.1%, Pennsylvania-0.8%, Vermont -1.4%, Virginia-2.0%,
Florida-2.8%, and Kentucky -8.4%. Milk productionismixed. Thestormseach
of the last two weeks have taken their toll on milk output. Increases seen prior
to the storms have turned to slight decreases. This is particularly evident in
Virginia, North Carolina and other Mid-Atlantic states. Milk production is
increasing in other Southeastern states and about steady in the Northeast. Fluid
milk suppliescontinueto bereported astight. Thisissurprising to somecontacts
who expected to see slower salesand more surplusmilk. Sofar thisweek, thisis
not thecase. Most milk suppliersandbottlersindicatevery good Class| milk sales.
However, school lunch needswill drop to almost nothing latethisweek. Bottlers
hopethat retail sal esduring theholidayswill offset agood portion of thelost school
lunchsales. Florida sbottled milk demand hasbeen very good and milk handlers
arestill importing milk from the Mid-Atlantic area. Surplus milk volumes have
beenlight, but most plant contactsexpect to berunning heavy thistimenext week.
Contactsstatethat, fromaplant processing point of view, itisgood that Christmas
andNew Y earsfall onWednesday. Infact, many bottlersalready useWednesday
asoneof their"downdays' eachweek. Thecondensed skimmarketisabout steady.
Volumes areincreasing slightly, but producers seem to prefer selling wet solids
rather than dry them. Pricesare unchanged, but as offeringsincrease, seller may
be forced to be more competitive or have to dry it. The fluid cream market is
mixed. Demand isstill quite good for some suppliers, sharply slower for others.
There are someice cream plantsthat have already closed for the holidays, while
otherscontinueto operatethroughtheweekend. Thereismoreextracreamtrying
to clear the market and that should be the case all through the holiday period.
Cream cheese makers have been taking some extraloads. Eggnog productionis
drawingtoaclose. Someplantsexpect tomaketheir last batchlatethisweek while
other may make alittle sometime next week. Production of bottled cream, dips,
and sour cream are al holding at fairly good levels. In recent years, it is more
common for theseitemsto have good sales/consumption well into January. Spot
pricesare steady to lower thisweek. Ascream volumesincrease, multipleshave
eased, butthe CM E weekly averagedidincreasefractionally. Churningisstarting
to increase and excess cream continues to clear to local and Midwestern butter
makers.

FLUID CREAM AND CONDENSED SKIM PRICESIN TANKLOT QUANTITIES

SPOT PRICESOF CLASSII CREAM, $PERLB BUTTERFAT

F.O.B. ProbuciNGg PLANTS: NORTHEAST 1.3996-1.5107

DELIVERED EQUIVALENT ATLANTA - 1.4218-1.5329 M 1.4440-1.4774
F.O.B. PropucinG PLANTS: UPPER MIDWEST - 1.3107-1.4996

PRICES OF CONDENSED SKIM, $ PER LB WET SOLIDS

F.O.B. PRODUCING PLANTS:

NORTHEAST- CLASS I - INCLUDES MONTHLY FORMULA PRICES - .9850-1.0300
NoRTHEAST- CLASs Il] - sPOT PRICES - .8050-.8900

MIDWEST

Class | milk use is spotty, though trending lower, despite some retail feature
activity. Productionof many holiday itemshasstartedto easeasretail ordershave
beenfilled. Overall manufacturing scheduleswere heavier aready thisweek but
not tothe paceexpected during thenext two holiday weeks. Finding manufacturing
spaceishecomingabiggerissuefor milk handlersascapacity for additiona volumes
isbecoming increasingly scarce asthe yearend holiday period nears. Offersfor
surplusmilk aremostly under classduringtheholiday period. Someplant operators

are reportedly taking no more milk since they are fully committed. With the
holidays at midweek, most bottlerswill be operating on school closed (reduced)
schedul esfor about 2 full weeks. Most, if not all, icecream manufacturersareal so
taking ayear end break of about 2weeks. A few plant breakdowns/problemsthis
week have caused some milk to backup before the holidays. Cream demand is
aready lighter and larger volumes are heading to churners. Condensed skim
interest islighter and pricesrange from $.90 —1.02, depending on class. Rather
thandry skim, someadditional volumesof condensed arebeing produced and used
rather than powder in manufacturing plants. Milk intakes are generally higher
from recent weeks. Estimated November 2002 milk production in selected
Midwestern states compared with November 2001 is: Wisconsin 1.76 hillion
pounds, up 13 million pounds (0.7%); Minnesota 648 million pounds, off 35
million pounds (-5.1%); Michigan 485 million pounds, up 11 million pounds
(2.3%), andlowa306 million pounds, unchanged. Unseasonably warmtemperatures
(50's) in partsof Wisconsin and Michigan along with highwindsand tornadosin
Missouri caused someproblems.

WISCONSIN LIVESTOCK AUCTIONS (PER CWT.)
DEC12-18 PREVIOUS YEAR
SLAUGHTER COWS $33.00- 38.00  $ 33.00- 38.50
REPLACEMENT HEIFER CALVES  $200.00-430.00 $450.00-580.00

SOUTH ST. PAUL TERMINAL AUCTION MARKET (PER CWT.)

DEC 12 - 18 PREVIOUS YEAR
SLAUGHTER COWS $33.00- 39.75  $ 32.50- 44.00
WEST

Milk output in the 20 surveyed states totaled 11.7 billion pounds in November,
anincrease of 1.8% from ayear earlier. Output wasupinall five Western states
and cow numbersincreased 109,000 head from ayear earlier. Output per cow is
traillingtheU.S. averageinmost Western states. Reduced feeding programsrel ated
tovery low milk pricesare catching most of theblamefor lessproduction per cow
growth. CALIFORNIA milk production is reported as mostly steady thisweek.
Heavy rains started late last week and continued into thisweek. Amountswere
heaviest in the northern milk producing areas and around Sacramento.
Accompanying high winds also created havoc on milk cow comfort. The milk
flow isholding mostly steady in the Central Valley. Therainswere not enough
toaffect conditions, especially with many cowsbeing under the cover of freestall
facilities. The impact may be felt more in the South, where more lots are not
covered. Additional rain is forecast and expected to factor into milk output in
thenear future. Conditionsare cooling, which will amplify the affects of the wet
weather. Processors are expected to readily handle all milk over the next two
holiday interrupted weeks. Already, bottlers are cutting orders as schools begin
vacationsand demand slows. Surplusmilkisbeing sold and will sometimeshave
to move further than normal, but should remain in the state. Arizona milk
productionisholding mostly steady after showing several weeksof slight growth.
Wet and cooler weather conditions are also impacting the milking herdslocally.
Therainsareexpected to continuelater thisweek. Milk isexpectedtobehandled
over the holiday weeks with some room left to help other nearby areas. New
Mexico milk ismoving slightly higher on aweekly basis. Conditions have been
seasonally mild and rains have only been minor. Milk supplies are expected to
be handled through normal channels over the holidays. More surplus milk is
moving to balancing plants as bottling orders are lower. Western CREAM
multiplesarelower inthe 105to 127 range, FOB, and reflect increasing offerings
and lower demand. In-state, Californiacream sales are reported to be aslow as
afew centsover classpricing. Morecreamisexpected to beoffered over the next
twoweeksasmany buyers’ plantsaredown or running on abbreviated schedul es.
Churning of surpluscreamwill beactive. Thebutter priceat the CME isholding
mostly steady and stood at $1.1125 at midweek (12/18). Early winter stormshave
been common over the PACIFIC NORTHWEST since last week. Heavy rains,
high winds, and good snow falls are beginning to help aleviate current dry
conditions. Contactsare expecting that the milk flow will be adversely impacted
inthenear future. Muddy feedlotsand higher feed useto maintain body condition
will tendtoreducemilk production. Hay quality oncurrent offeringsisdeclining,
but stocksarereadily available. Averageheifer pricescontinuetomoveinanarrow
range of $1450-1550. Some producers are out looking for additional heifersto
keepstallsfull. Rainand coolingtemperaturesarenoted over UTAH and IDAHO.
Milk supplies are noted to be a bit heavier than anticipated and most plants are
expecting to be full the next two weeks.
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NDM,BUTTERMILK & WHOLEMILK

Prices represent carlot/trucklot quantities for domestic and export sales packaged in 25 kg. or 50 Ib. bags, or totes, spray process, dollars per pound.

NONFAT DRY MILK - CENTRAL AND EAST

CENTRAL: Pricesare unchanged to lower on aweak market. Salesto the
CCC are again noted in the Central region. Buying interest is nominal,
especially as more price attractive supplies are readily available from the
West. Some Central producers are adjusting current contractua prices to
compensate for the price disparity that is developing from the change in the
tilt. Production is increasing with heavier output anticipated over the
holidays. Some offering prices are reported at a discount to the market.
Contract negotiations for 2003 are progressing slowly as buyers are opting
to wait and see where prices settle before making any commitments. Sales
of CCC NDM supplies to the industry are anticipated to encourage NDM
movement after the New Year. High heat product is clearing steadily on a
contractual basis.

EAST: Pricesare steady to lower and the market toneis showing more signs
of weakness. Eastern prices are nomina as few spot sales have been
reported. Eastern producersare often quoting lower pricesfor January sales,
but so far this has not generated much new demand. Also, the national
marketing agency for NDM has altered their pricing plan for January.
Current output is only slightly higher, but most Eastern producers expect
surplus milk volumes to start increasing late this week. Eastern producers
continue to report light inventories and most welcome the prospect of
increased output. Demand for NDM is slow as buyers/ users try to use up
current supplies before the end of the year.

F.O.B. CENTRAL/EAST: Includes EXTRA GRADE and GRADE A
LOW/MEDIUM HEAT: .8000 - .9850 MOSTLY: .8900 - .9675
HIGHHEAT: .9725 - 1.0400

NONFAT DRY MILK - WEST

Western low/medium heat NDM prices are slightly lower on the top end
of the range and are trending lower within the currently, very wide mostly
range. Themostly rangeiswide because of transactionsreported for support
sales on the bottom end and spot sales on the top end and in between. Drying
schedul esare often higher intheregionwith demand for milk lower into other
avenues. Production is expected to be very heavy over the next two weeks.
Spot demand isfair for the current market as some buyers are short of NDM
and having to buy. Sales and shipments are expected to be lower through
the end of the year as trucking, holiday shutdowns and inventory control,
factor into buying decisions. Contract sales are moving for DEIP and other
commitments. Surplus NDM continues to clear to the CCC. During the
week of December 9-13, CCC net purchases totaled 6,944,834 pounds of
Western NDM. High heat NDM prices arelower on the bottom of therange
this week. Buying interest is mixed, but some additional demand is noted
from bakery accounts. Stocks are available for current trade needs.

F.O.B. WEST: Includes EXTRA GRADE and GRADE A
LOW/MEDIUM HEAT: 7950 - .9475 MOSTLY: .8000 - .9200
HIGHHEAT: .8800 - .9700

CALIFORNIA MANUFACTURING PLANTS-NDM
WEEK ENDING PRICE TOTAL SALES SALESTO CCC

$.8584
$.8942

December 13
December 6

12,401,155
10,931,025

7,653,664
4,415,902

Pricesare weighted averagesfor ExtraGrade and Grade A Nonfat Dry Milk,
f.o.b. California manufacturing plants. Prices for both periods were
influenced by effects of long-term contract sales. Tota sales (pounds)
include sales to CCC. Compiled by Dairy Marketing Branch, California
Department of Food and Agriculture.

DRY BUTTERMILK -CENTRAL

Pricesare unchanged and nominal on acautiously steady market. Production
is generally increasing in response to greater seasonal churn activity and
heavier condensed supplies from reduced ice cream production schedules.
Interestisgenerally light aswould be expected at theyear end. Some contract
negotiations are being made for January within the range as buyers want to
secure supplies for the month yet not contract out any further due to the
ambiguity of the market. Inventories are mostly in balance and building.

F.O.B. CENTRAL:
DRY BUTTERMILK - NORTHEAST AND SOUTHEAST

.8000 - .8500

Prices and the market tone are unchanged. Eastern prices remain nominal
as few spot sales are reported. Production levels are steady this week, but
butter/powder plant contacts expect heavy churning over the next two
weeks. Currently, drying islight to moderate and producer stocks are fairly
well balanced. Spot demand is slow at best.

F.0.B. NORTHEAST:
DELVD SOUTHEAST:

.7800 - .8350
.8100 - .8550

DRY BUTTERMILK -WEST

Buttermilk powder pricesare showing slight declinesinlimited trading. The
tone is more unsettled as buyers are resisting higher prices. Producers’
offerings are not moving well currently. Part of the problem is that many
buyers' plants are shutting down for at least part of the end of year holidays.
Drying of buttermilk ismoderately active and expected to be higher asmore
churning occursover the holiday weeks. Stocksareampletolong for current
needs and are expected to build in the next few weeks.

F.O.B. WEST: 7500 - .7800 MOSTLY: .7700 - .7800

DRY WHOLEMILK -NATIONAL

Prices are steady to lower within the range. The market tone is unchanged
and prices remain nominal. Production is steady, but may decrease in the
coming weeks when more skim is dried. Producer stocks are closely
balanced. Spot demand remains limited.

F.O0.B. PRODUCING PLANT:
DEIP BID ACCEPTANCE SUMMARY

1.1000 - 1.1800

JULY 1, 2001 THROUGH DECEMBER 13, 2002
WITH CHANGES FROM PREVIOUS REPORT

NONFAT DRY MILK -- 42,626 MT (93,973,279 LBS)*

CHEESE -- 1,894 MT (4,175,512 LBS)*

* The second stage of the DEIP alocationsis filled.

Allocations for the DEIP year beginning July 1, as announced September
13: Nonfat dry milk -- 68,201 MT; Cheese -- 3,030 M T; Butterfat -- 21,097
MT. However, the second stage of this year’s program was announced on
November 15 and makes available, as part of the total allocation, an
additional 25,576 MT of NDM, 7,912 MT of butterfat, and 1,137 MT of
cheese.
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WHEY,CASEIN& EVAPORATEDMILK

Prices represent carlot/trucklot quantities for domestic and export sales packaged in 25 kg. or 50 Ib. bags, or totes, spray process, dollars per pound.

DRY WHEY -CENTRAL

Pricesarelower on aweak market. Large block sales are noted at the lower
end of the range into brokerage facilities and export markets. As aresult,
some plants are in better balance. However, at other locations, stocks are
generally heavy and building. Domestic interest is improving at the lower
prices yet many buyers are resisting additional purchases in order to clear
stocks on hand before the year end. Contracts for 2003 continue to progress
slowly with some buyers opting to purchase on a spot basis instead of
contracting. Some buyers committed to contracts are requesting a
renegotiation based on current market trends. The undertone into 2003 is
uncertain.

F.O.B. CENTRAL:

.1650 - .1900 MOSTLY: .1750-.1800

DRY WHEY - NORTHEAST AND SOUTHEAST

Prices continue to ease lower and the Eastern prices remain nominal. The
market toneisweak. Thereislittle buyer interest, which may bedueto year-
end supply considerations and/or the current price trend. Spot buyers are
waiting to seehow far priceswill drop. Productionlevelsare steady to higher
and more Eastern producers have product to offer. Resellersalso report little
market activity again thisweek. Most feel that the market istypical for late
December and may continue in this pattern until early or mid-January when
spot buyers usually reenter the market.

NOTICE: The number of producers of Grade A whey in the East hasfallen
below the Dairy Market News requirements to report a price range.
Therefore, beginning with report Number 1 for 2003, the Extra Grade and
Grade A dry whey prices will be combined into one series.

F.O.B. NORTHEAST: EXTRA GRADE .1900 - .1950
USPHGRADEA 1975 -.2100
DELVD SOUTHEAST: 1950 -.2175

DRY WHEY —WEST

Some slowing of the market is noted this week for Western whey powder.
A few sellers are finding that their inventories are building and they are
reducing prices to keep product moving. Other manufacturers remain in a
balanced position. Export sales continue, but shipments will slow because
of end of the year shipping problems. Current production levels are
somewhat higher than anticipated. Output will likely increase further as
moresurplusmilk becomesavailablefor processing dueto theend of theyear
holidays. The occasional load of Central States powder is finding its way
out to the West because of the wide, inverted price spread.

NONHY GROSCOPIC:

.1800-.2400 MOSTLY: .2050 - .2275

WHEY PROTEIN CONCENTRATE - CENTRAL AND WEST

Prices are unchanged on amostly steady market. Some plants are receiving
increased inquiriesdueto anticipated shortages of 34% WPCin 2003 asmore
plants convert to 80% WPC production. However, trading is generally
occurring at the average for the fair interest. Some producers are opting to
contract less in 2003 as market trends are anticipated to be more price
advantageousfor sellers. Productionisgenerally steady with someincreases
anticipated over the holidays. Inventories are in balance to somewhat
heavier than the week prior. Availability is best in the West. Export
movement is mostly contractual. Import contracts of New Zealand 80%
are displacing 34% WPC into some feed facilities. Off grade 34% and 80%
is readily available at prices that vary with the quality.

F.O0.B. EXTRA GRADE 34% PROTEIN: .5100 - .5425 MOSTLY: .5100 - .5150

LACTOSE - CENTRAL AND WEST

Prices are unchanged on asteady market. Contracts continue to be finalized
for the first quarter at steady to higher prices. Production is unchanged to
higher as more milk is processed over the holidays. Strong interest is noted
into New Zealand for standardization. Interest is also strong from Asia as
buyers hope to obtain supplies before the Chinese New Year. However,
contracts into Japan are slow to develop. Food grade containers are
sometimes difficult to find for export shipment, discouraging movement.
Demand is best on the higher mesh sizes. Feed grade trades are nominal,
especially in light of lower whey prices which may deter future price
increases in the lactose market.

Including spot sales and up to 3 month contracts. Mesh size 30 - 100.
F.O.B.EDIBLE: 1500 - .2275 MOSTLY: .1550-.1750

CASEIN — NATIONAL

Casein prices are unchanged, although the market undertoneisfirm. Stocks
of acid casein are quite limited with rennet in better balance. Casein
production in Europe was lighter than anticipated in November and plants
are closing for the season. In the Oceania region, milk production is not
developing as positively as projected, thus casein production schedules and
available supplies are unclear. Domestic buyers are fully aware of world
supplies, thus many buyers are taking advantage of all offeringsat thistime.

SPOT SALES AND UP TO 3 MONTH CONTRACTS. PRICES ARE F.O.B., U.S.
WAREHOUSE FOR EDIBLE NONRESTRICTED AND VARY ACCORDING TO
MESH SIZE AND QUALITY.

RENNET:
ACID:

1.8500 - 2.1000
1.6500 - 1.9500

ANIMAL FEEDWHEY -CENTRAL

Prices continue lower on milk replacer and roller ground and unchanged on
delactose. Interest in milk replacer is generally good, especialy as prices
trend lower. Although supplies of roller ground are tight at some locations,
prices continue to adjust with the Extra Grade whey market. Delactose
movement isgood into the edible process cheese market and fair into thefeed
sector. Production of delactoseis generally steady. Early weaned pigs are
trading higher while veal interest is nominal.

NOTICE: The delactose report will be discontinued as of report 1 2003.

F.O.B. CENTRAL:

MILK REPLACER: .1500 - .1600
ROLLERGROUND: .1750 - .2050
DELACTOSE (Min. 20% protein): .3225 - .3500

EVAPORATED MILK -NATIONAL

Prices and the market tone are unchanged. Production levels are mostly
steady. However, producers are gearing up for the expected increase in
surplus milk volumes in the coming weeks. This time of year is good for
those producers who rely on the spot market to purchase milk. Reportedly,
some below-class-price milk has already been booked into some evaporated
milk plants. Most producers hope to partidly replenish their depleted
inventories. Shipments at the producer level have slowed.

DOLLARSPER48-12FLUID OUNCE CANSPER CASEDELIVERED MAJORU.S.
CITIES $18.00 - 30.00

Excluding promotional and other sales allowances. Included new price announcements.
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CHICAGO MERCANTILE EXCHANGE FUTURES
Selected settling prices, (open interest), and volume 1/

Month 12/04 12/05 12/06 12/09 12/10 12/11 12/12 12/13 12/16 12/17

CME - (CLASSIII) MILK FUTURES -- Dollars per cwt

DEC02  10.00(2183) 47 9.97 (2182) 17 9.88(2180) 6 9.88(2111) 94  9.83(2043) 85 9.80 (2024) 58 9.78 (1984) 49 9.79 (1939) 67 9.76 (1929) 17 9.76 (1927) 0
JAN 03 10.58 (1863) 20 10.45(1895) 66 ~ 10.35(1897) 43  10.25(1932) 126 10.12(1914) 144  10.04 (1905) 41  10.12(1910) 10  10.12(1803) 8 10.08 (1833) 64  10.00 (1850) 25
FEB 03 10.81 (1471) 19 10.70 (1469) 46  10.60 (1409) 102  10.50 (1411) 42 10.45 (1356) 97 10.40 (1386) 67  10.45(1388) 23  10.48 (1417) 44  10.44 (1435)84  10.33(1445) 72
MARO03 11.20(1431) 11 11.14 (1441) 27  11.07 (1461) 44  10.95(1431) 70 10.90 (1454) 40 10.90 (1440) 83  10.93(1433)21 10.96 (1436) 10  10.94 (1467) 106 10.75 (1472) 35
APRO3  11.48(1103) 17 11.45(1129) 62  11.43(1141)21  11.40(1144)24 11.35(1156) 29 11.40(1191) 52  11.47(1202) 20  11.45(1203) 10  11.41(1208) 143 11.18(1235) 61
MAY 03  11.78(1103) 20 11.72(1133)39  11.71(1159)46  11.70(1165)20 11.68(1173) 33 11.68(1178) 21 11.75(1182)28 11.78(1189) 37 11.75(1215) 70 11.60 (1226) 55
JUN 03 12.15(975) 9 12.12 (993) 17 12.12(1013) 28  12.11(1021) 14 12.15(1039) 48 12.15(1069) 45 12.25(1069) 14 12.30(1086) 29 12.25(1101) 63 12.18(1110) 41
JuL 03 12.74 (929) 50 12.70 (935) 22 12.67 (949) 14 12.68(951) 10  12.70(969) 31 12.70 (978) 23 12.75 (992) 19 12.79 (1003) 27  12.76 (1025) 63  12.65 (1034) 37
AUGO03 12.83(833) 26 12.80 (870) 51 12.80(887) 21 12.80 (892) 7 12.89 (903) 35 12.89 (923) 39 12.95 (938) 30 12.98 (954) 42 12.97 (984) 63 12.94 (998) 39
SEP 03 13.26 (944) 17 13.20 (963) 56 13.17 (977) 40 13.25(984) 24  13.30(1028) 56 13.31(1056) 28  13.35(1052) 24  13.38(1066) 25 13.36(1100) 78  13.31(1141) 45
OCT 03 12.78(747)6 12.72 (762) 20 12.66 (770) 21 12.66 (768) 8 12.70 (782) 35 12.69 (785) 15 12.70 (785) 12 12.70 (788) 15 12.69 (818) 64 12.65 (833) 35
NOV 03  12.48(583) 13 12.45 (592) 17 12.42 (606) 23 12.45 (606) 9 12.45 (617) 27 12.43(623) 7 12.43 (641) 34 12.43(641) 8 12.40 (650) 44 12.35 (668) 33
DEC03  11.85(440) 4 11.80 (452) 13 11.80 (460) 17 11.81(457) 9 11.85 (469) 26 11.85(473) 6 11.85 (471) 12 11.85(471) 3 11.83 (490) 40 11.80 (506) 30
JAN 04 11.60(9) 0 11.60(9) 0 11.58(9) 0 11.58 (10) 1 11.50 (10) O 11.50 (10) O 11.50 (15) 5 11.45 (15) 0 11.45(15) 0 11.45(15) 0
FEB 04 11.50(8) 0 11.47(8) 0 1147 (8)0 1147 (8) 0 11.47(8)0 1147(8)0 1147 (14) 6 11.50(14) 0 11.50 (14) 0 11.50(14) 0
MARO04 1135(2)0 11.35(2) 0 11.35(2) 0 11.35(2) 0 11.35(2)0 11.35(2)0 11.35(7) 10 11.35(7)0 11.35(7)0 11.35(7)0
APR0O4 1116(1)0 1116 (1) 0 1116 (1) 0 11.16 (1) 0 11.16 (1) 0 11.20(1)0 11.20(6) 6 11.20(6) 0 11.20(6) 0 11.20(6) 0
CME - CLASSIV MILK FUTURES - Dollars per cwt.

DEC02 10.55(132)0 10.55 (132) 0 10.55 (132) 0 10.55 (132) 0 10.55(132) 0 10.55(132) 0 10.55 (132) 0 10.55(132) 0 10.55 (132) 0 10.55(132) 0
JAN 03 10.50 (59) 0 10.50 (59) 0 10.50 (59) 0 10.50 (59) 0 10.50 (59) 0 10.50 (59) 0 10.50 (59) 0 10.50 (59) 0 10.50 (59) 0 10.50 (59) 0
FEB 03 10.55(38) 0 10.55(38) 0 10.55(38) 0 10.55(38) 0 10.55(38) 0 10.55(38) 0 10.55(38) 0 10.55(38) 0 10.55(38) 0 10.55(38) 0
MARO03 10.50(22) 0 10.50 (22) 0 10.50 (22) 0 10.50(22) 0 10.50(22) 0 10.50(22) 0 10.50 (22) 0 10.50(22) 0 10.50 (22) 0 10.50(22) 0
APRO3  10.80(12) 0 10.80(12) 0 10.80(12) 0 10.80(12) 0 10.80(12) 0 10.80(12) 0 10.80(12) 0 10.80(12) 0 10.80(12) 0 10.80(12) 0
MAY 03 10.90(7) 0 10.90(7) 0 10.90(7) 0 10.90(7) 0 10.90(7) 0 10.90(7) 0 10.90(7) 0 10.90(7) 0 10.90(7) 0 10.90(7) 0
JUN 03 11.00 (4) 0 11.00 (4) 0 11.00 (4) 0 11.00(4) 0 11.00(4) 0 11.00(4) 0 11.00 (4) 0 11.00(4) 0 11.00 (4) 0 11.00(4) 0

JUL 03 11.30(1) 0 11.30(1)0 11.30(1)0 11.30(1) 0 11.30(1)0 11.30(1)0 11.30(1) 0 11.30(1)0 11.30(1) 0 11.30(1)0
CME - BUTTER FUTURES -- Cents per pound

DECO02  111.00(279) 7 111.00 (279) 7 110.50 (275)30  111.00(89) 5 111.00 (67) 12 109.87 (45) 16 111.50(43) 0 111.50 (53) 20 112.00 (46) 4 112.00 (37) 3
MARO03  122.00(343) 8 122.75 (343) 0 12250 (345) 12 122.00(346)2  121.75(346)0 121.75 (349) 4 121.75(351) 2  121.50(352) 3 122.50(352) 0 122.50 (347) 13
MAY 03  125.00 (206) 12 125.75 (206) O 125.75 (206) O 125.75(206) 0  125.00 (206) O 125.00 (206) O 124.75(210)4 124.75(216) 10  125.00 (216) 0 125.00 (217) 1
JUL 03 128.00 (101) 10 128.50 (102) 1 128.00 (104) 13  128.00(116) 12 128.00 (120) 10 127.77 (123) 4 127.75(126) 3  128.00(126) 0 128.00 (126) 0 128.00 (129) 13
SEP 03 130.00 (48) 0 130.00 (48) 0 130.00 (48) 0 130.00 (48) 0 130.00 (48) 1 130.50 (48) 0 130.50 (49) 1 131.00 (49) 1 131.50 (49) 0 131.50 (53) 4
OCT 03  131.00(16) 0 131.00 (16) O 131.00 (16) O 131.00 (16) O 131.00 (16) 1 131.50 (16) 0 131.50 (16) O 13150 (17) 1 132.00(17) 0 132.00(17) 0

1/ At the CME open interest for milk -- 200,000 pounds per contract. For more detailed information, you may call our automated voice system at 608-224-5088.



DAIRY MARKET NEWS,DECEMBER 16- 20, 2002

VOLUME 69, REPORT 51

INTERNATIONAL DAIRY MARKET NEWS

Information gathered November 25 - December 6, 2002

Prices are U.S. $/MT, F.O.B. port. Information gathered for this report is from trades, offers to sell, and secondary data.
report may not always contain the same products and/or regions. Future reports may be included or withdrawn depending on availability of information.

This bi-weekly
MT = metric ton = 2,204.6 pounds.

WESTERN AND EASTERN EUROPE

OVERVIEW: WESTERN EUROPE: Milk productioninEuropecontinues
to edge lower seasonally. In many countries, the milk flow is reported to
betrailing last year at thistime, but in France and the UK, output is stronger.
For those countries that are running above last year, producers will need to
address their milk volumes as the end of the quota year nears. Within the
past two weeks, the EU Management Committee again reduced export
subsidies. This was the third adjustment for skim and whole milk powder
in 3 consecutive weeks. These adjustments and the suspension of license
applications are causing much unsettledness for buyers and traders. These
two conditions are adding strength to European prices, but also are causing
prices to near levelsin the U.S. without DEIP assistance. European traders
arefully aware of the supply potential in the states and are hopeful that they
will be able to maintain a competitive position in international markets if
prices do firm to those levels. At this point, European suppliers do have
stocks available for international buyers and buyers are interested, but
reluctant to enter into sales agreements with such price volatility. At this
point, traders indicate that their hands are tied and are having difficulty
proceeding forward until market conditions settle. The upcoming yearend
holidays are also adding some unsettledness to the market, but for the most
part, will have minimal impact.

BUTTER/BUTTEROIL: European butter markets are steady to firm.
Pricesare edging slightly higher. Stocks of butter are availablefor domestic
and international buyer interest. Someinternational salesare being reported
to customers that are unable to get full needs filled from regular sources.
Russia is in the market for butterfat as the winter season approaches.
European traders are unsure how active this demand will be as the winter
Season progresses.

82% BUTTERFAT: 1,200 - 1,350
99% BUTTERFAT: 1,400 - 1,450

OCEANIA

OVERVIEW: Milk production patterns in the Oceania region continue to
follow trends of recent weeks, although the outcome is not as positive. In
New Zealand, season to date production figures indicate that milk output
on the North Island is about steady with last year while on the South Island,
milk production isrunning about 15% ahead of last season. Combining both
islands, reports indicate that seasonal milk production is about 1.5% ahead
of last year. Contactsfeel that thisincrease may not be as strong by seasons
end. In Australia, a recent report by the Australian Dairy Corporation
indicated that milk output in that country is projected to be about 10.2 billion
liters, adrop of 9.5% from last season. The 10.2 billion liter figureisinline
with output during the 1998-99 production season. Much of the declineis
occurring due to an 11% drop in milk output in the major producing state
of Victoria. Thesemilk production figures have manufacturers and handlers
of dairy products closely monitoring their supply/demand situations. In
many instances, pre-season sales were reported for a significant portion of
the early season’s production. Now some manufacturers and handlers are
being very selective as they fill these orders. Contacts indicate that they
continue to receive buyer interest that they are not acknowledging at this
time, although | ater inthe season, product might beavailable. Pricesfor most
dairy products are steady to firm. A third export subsidy adjustment, in
about as many weeks, in Europe for skim and whole milk powder is
impacting Oceania prices.

BUTTER: Oceaniabutter markets and prices are steady, although afirmer
undertoneisdeveloping. Milk production intheregion is seasonally active,
although often not at projected levels. Producers and handlers indicate that
butter stocks are adequate for current needs with not significant volumes of
uncommitted stocks available at this time. Orders are being filled from
inventories and current production.

82% BUTTERFAT: 1,100 - 1,250

SKIM MILK POWDER (SMP): Skim milk powder marketsarefirmwith
prices sharply higher. The recent three export subsidy reductions have
quickly firmed European powder prices. Export refunds have been reduced
from 760 eurosto 440. Tradersare very cautious as pricesfirm to near U.S.
price levels without DEIP assistance. European skim powder stocks are
available for buyer interest. International buying interest is occurring,
although sales activity is very limited. Buyers are reluctant to purchase
when specific prices are not being quoted at the time of the deal. Some
powder has been sold back to the trade from intervention stocks.

1.25% BUTTERFAT: 1,650 - 1,785

WHOLEMILK POWDER (WM P): Europeanwholemilk powder markets
and pricesarefirm. Priceshavejumped sharply inrecent weeks. Alongwith
skim milk powder, whole milk powder export subsidy refunds have been
reduced. SinceNovember 29, wholemilk powder refundshave been reduced
from 1100 to 930 euros. This reduction is firming European prices very
quickly. These adjustments have caused much price volatility for traders
and buyers. Buyerswant to maintain low priceswhiletradersareresponding
toincreasing pricesfromtheir suppliers. Thebottomlineisthat littletrading
activity is occurring at this time, until prices and market conditions settle.

26% BUTTERFAT: 1,700 - 1,820

SWEET WHEY POWDER: Whey powder markets are generally steady
at unchanged prices. Stocks of whey are available for buyer interest.
European sourcesindicate that current prices appear to bein line with recent
sales to a Far East tender, but no significant volumes were reported sold.

NONHY GROSCOPIC: 400 - 450

OVERVIEW: EASTERN EUROPE: Milk volumesin Eastern European
countries are declining seasonally, although some countries are reporting
that overal milk volumes are heavier than last year at thistime. Stocks of
manufactured dairy products vary. In most instances, producers and
handlers are able to fill domestic or internal needs, with some countries
reporting that stocks are available for sale. Russia is in the market for
additional butter and cheese stocks as the winter season begins.

CHEDDAR CHEESE: Cheese markets are steady to firm. Most salesand
deliveries continueto center around regular/ongoing buyer needs. Stocks of
cheese are reported to be in balance with demand. Some manufacturers are
indicting that milk is being directed towards cheese production rather than
some other manufactured dairy products at this time.

39% MAXIMUM MOISTURE: 1,650 - 1,750

SKIM MILK POWDER (SMP):  Skim milk powder markets and prices
are generally steady, although the undertone is firm. Recent subsidy
reductions in Europe are giving strength to Oceania prices and improved
buyer interest for Oceania sourced stocks. In most instances, producers and
handlers are disbursing their supplies to existing customers with new buyer
interest basically going unfilled. Stocksof powder arein closebalance. Milk
production is not developing as positively as projected, thus available milk
is being directed to products of most need.

1.25% BUTTERFAT: 1,500 - 1,650

WHOLE MILK POWDER (WMP): Whole milk powder markets are steady
to firm. Stocks are reported to be in close balance for existing orders. Producers
and handlers are closely monitoring inventories and production schedules so
as to most efficiently distribute and produce stocks for customer needs.
Additional buyer interest continues to be reported, although most producers are
reluctant to commit to new buyer interest.

26% BUTTERFAT: 1,500 - 1,675
Exchange rates for selected foreign currencies. December 16, 2002
.6406 Canadian Dollar .0208 Indian Rupee
.2821 Argentina Peso .5142 New Zealand Dollar

.0980 Mexican Peso .5668 Australian Dollar
.2569 Poalish Zloty .0082 Japanese Yen
1.0229 Euro

To compare the value of 1 US Dollar to Mexican Pesos. (1/.0980)= 10.2041.
That is 1 US Dollar equals 10.2041 Mexican Pesos.
Source: “Wall Street Journal”
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NOVEMBER MILK PRODUCTION
Milk production in the 20 major States during November totaled 11.7 billion pounds, up 1.8 percent from November 2001. October revised
production, at 12.0 billion pounds, was up 2.1 percent from October 2001. The October revision represented adecrease of 26 million poundsor
0.2 percent from last month’s preliminary production estimate.
Production per cow in the 20 mgjor States averaged 1,501 pounds for November, 16 pounds above November 2001.
The number of cowson farmsin the 20 major Stateswas 7.79 million head, 54,000 head more than November 2001, and 1,000 head more than
October 2002.

NOVEMBER 2002 MILK COWSAND MILK PRODUCTION, BY STATES

MILK COWS 1/ MILK PER COW 2/ MILK PRODUCTION 2/
% CHANGE
STATE 2001 2002 2001 2002 2001 2002 EROM 2001
THOUSANDS POUNDS MILLION POUNDS PERCENT
AZ 3/ 140 150 1,660 1,795 233 269 159
CA 1,614 1,670 1,685 1,700 2,720 2,839 4.4
FL 152 147 1,170 1,175 178 173 -2.8
ID 372 390 1,730 1,690 644 659 23
IL 115 115 1,375 1,420 158 163 32
IN 155 148 1,350 1,400 209 207 -1.0
1A 206 208 1,485 1,470 306 306 ---
KY 125 120 1,050 1,000 131 120 -8.4
Ml 301 301 1,575 1,610 474 485 23
MN 500 480 1,365 1,350 683 648 -5.1
MO 141 135 1,080 1,110 152 150 -1.3
NM 280 305 1,665 1,650 466 503 7.9
NY 674 675 1,430 1,430 964 965 0.1
OH 256 264 1,370 1,370 351 362 31
PA 596 501 1,460 1,460 870 863 -0.8
TX 312 309 1,275 1,350 398 417 4.8
VT 154 153 1,405 1,395 216 213 -1.4
VA 119 119 1,285 1,260 153 150 -2.0
WA 247 247 1,780 1,800 440 445 11
Wi 1,280 1,266 1,365 1,390 1,747 1,760 0.7
20
STATE 7,739 7,793 1,485 1,501 11,492 11,697 18
TOTAL

1/ Includes dry cows. Excludes heifers not yet fresh.

2/ Excludes milk sucked by calves.

3/ Preliminary revisions for Arizona indicate milk production at 250 million pounds for November 2001. This preliminary revision in not
included in the 20-State total. Annual revisions will be published in February 2003.

SOURCE: "Milk Production,” Da 1-1 (12-02), Agricultural Statistics Board, National Agricultural Statistics Service, U.S. Department of
Agriculture.
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FEDERAL MILK ORDER PRICE AND POOL SUMMARY, NOVEMBER

HIGHLIGHTS-- Handler reports of receiptsand utilization under the Federal milk order system for November have been filed and tabulated. Combined totalsfor the 11 consolidated ordersare
being released. During November, about 9.9 billion pounds of milk were received from producers. Thisvolume of milk is1.2 percent below November 2001 volume. (Taking into account the
volume of milk not pooled dueto intraorder disadvantageous price relationships, the year-to-year changeis+0.1 percent.) About 3.9 billion pounds of producer milk wereused in Class| products,
0.4 percent below the previousyear. Calendar composition likely had apositiveimpact on milk used in Class| in 2002 as compared to 2001. The all-market average Class utilization percentages
were; Class| = 40%, Class |l = 9%, Class |11 = 45%, and Class |V = 6%. Theweighted average statistical uniform price was $11.49 per cwt., $0.22 lower than last month, and $2.70 lower than
last year.

PRICE AND POOL STATISTICS FOR FEDERAL MILK ORDER MARKETING AREAS FOR THE MONTH OF NOVEM BER 2002
RECEIPTS OF UTILIZATION OF PRODUCER UTILIZATION OF
PRODUCER MILK MILK IN CLASS| PRODUCER MILK IN
OTHER CLASSES UNIFORM
FEDERAL MILK ORDER ORDER CHANGE PRICE 2/
MARKETING NUMBER | ToTAL | CHANGE 1 ropa) FROM PERCENT | CLASS | CLASS | CLASS
AREA 1/ FROM PREV. I 1 IV
= PREV. YEAR YEAR

MIL. MIL. $PER

LS PERCENT 'Be PERCENT PERCENT L
Northeast (Boston) 001 1,9708 17 930.1 05 47 17 30 6 1231
Appaachian (Charlotte) 005 520.4 -0.1 372.7 -1.7 72 13 8 7 13.06
Southeast (Atlanta) 007 591.1 7.9 3995 2.6 68 7 21 4 12.84
Florida (Tampa) 006 211.4 6.2 1912 5.9 90 8 1 1 14.32
Mideast (Cleveland) 0333 | 13208 -8.8 568.2 -0.6 43 11 42 4 11.17
Upper Midwest (Chicago) 0303 | 1,679.1 -4.9 351.6 0.8 21 2 75 2 1043
Central (Kansas City) 0323 | 15439 76 4229 0.2 27 6 65 2 10.74
Southwest (Dallas) 126 738.2 32 343.9 14 47 13 33 7 11.97
Arizona-Las Vegas (Phoenix) 131 235.3 1.1 81.2 -05 35 3 43 19 11.14
Western (Salt Lake City) 1353 434.8 41 105.4 15.4 24 8 67 1 10.65
Pacific Northwest (Seattle) 124 608.4 13 182.3 -1.0 30 6 35 29 10.84
ALL MARKET AVERAGE OR TOTAL 3/ 9,854.1 12 3.949.1 -0.4 40 9 45 6 11.49

1/ Namesin parentheses are the mgjor city in the principal pricing point of the market. 2/ Statistical uniform price for component pricing orders (Class|I1 price plus producer price differential).
For other orders, uniform skim milk price times 0.965 plus uniform butterfat pricetimes 3.5. 3/ Dueto a disadvantageous rel ationship between intraorder class prices and the location adjusted
statistical uniform (blend) pricein these markets, handlers elected not to pool an estimated 230 million pounds of milk that normally would have been associated with these markets. In November
2001, the estimated not-pooled volume of milk was 95 million pounds. After adjusting for these not-pooled volumes, the year-to-year percent changeis +0.1.



DAIRY MARKET NEWS, DECEMBER 16 — 20, 2002 -11- VOLUME 69, REPORT 51

THE DAIRY SITUATION AND OUTLOOK

Dairy Price Recovery Distant Despite Adjustments - Fundamental adjustments to recent low dairy prices apparently have begun.
Expansion in milk production is poised to slow, as fewer producers build new units and more farmers leave dairying. Meanwhile, dairy
sales are showing some signs of recovery in response to lower prices and a little economic improvement. Most importantly, growth in
cheese use is beginning to pick up.

Price recovery is not likely to come quickly. Although both supply and demand appear to be moving toward better balance, adjustments
were slow to begin and give every indication of being quite gradual. Also, the large commercial stocks of milkfat built during 2002 will
continueto overhang marketsfor several months. Unlessthe pace of changes accel erates quickly, recovery indairy prices probably will be
quite modest even through late 2003.

Milk Production Cresting - Increases in milk production from a year earlier probably have crested. Expansion in milk per cow has
slackened compared with the recovering levels of ayear earlier. If milk cow numbers merely remain on the generally flat track they have
been on since June, increases from ayear earlier will soon start to diminish. Evenif risesin milk production start to ease, however, therises
in production are likely to stay substantial through 2003.

Growthinmilk per cow has stayed below trend, although output has shown considerable recovery from the quite weak levels of 2001. Milk
per cow during July-September rose at only a 1.8-percent annual rate from the 5-year average, similar to thefirst-half rate. Also, datafor the
20 selected Statesindicated that September-October gainswere significantly weaker than earlier. Increasesin milk per cow have continued
to be erratic in addition to somewhat small.

Lower milk prices and higher prices of concentrate feeds dropped milk-feed price ratios sharply this summer, following very high ratios
through 2001 and into early 2002. The milk-feed price ratio does not have as strong an impact on milk per cow asformerly, but producers
arelikely to be relatively conservative about the concentrate level in their rations. Although projected grain and oilseed prices are alittle
lower than earlier, concentrate feed pricesin 2003 are still expected to be the highest in 5 years. In addition, prospects for the cottonseed
crop are not good.

Variability in milk per cow probably resulted from uneven quality forage and abnormal culling in response to the shortage of replacement
heifers sincelate 2001. Recent price patternsfor replacement heifersindicate that more normal conditions are returning to heifer markets,
although some effects on milk per cow might persist for alittlelonger. Variability dueto forage quality likely will continue. Except for the
West, most dairy areas had some good and some poor hay and silage thisyear. Also, commercial hay suppliesfrom Plains producerswere
reduced considerably this year, limiting dairy farmers’ ability to replace their poorer hay with market purchases.

Milk per cow isprojected to rise about 2 percent in 2003, particularly if milk-feed relationshipsimprove as expected astheyear progresses.
Even so, growth may be somewhat uneven as farmers shift from one batch of forage to the next. In addition, output per cow might be
particularly vulnerable next spring. In some past springs, following growing seasons similar to those of 2002, supplies of acceptableforage
simply ran out before the new season forage became available, causing a sudden plunge in milk per cow.

Generally strong returns prior to 2002 have boosted milk cow numbers somewhat |onger than earlier expected. A wave of new or greatly
expanded farms came into production this summer. Meanwhile, exit from dairying has yet to accelerate in spite of sharply lower returns.
Weaker farms had more survival cushion than normal after previous years' returns and an incentive to continue milking long enough to
receive at least the transition period direct payment. However, these farms are under considerable income pressure. Returns over
concentrate costs will average lessin 2002 than at any time since 1991, and further reductions are expected in 2003.

Milk cow numbers are projected to begin slipping soon and might even be below a year earlier by late winter. However, precipitous
declines are not likely. Lower returns will slow, but not prevent, further development of new-style dairy farms. Expansions of existing
farms may even berelatively common as smaller producersjump to competitive size. Exitswill pick up. Family incomes on many smaller
dairy farmswill not be competitive with alternatives. However, exits probably will not have amajor impact until the second half of 2003.
For the year, milk cow numbers are projected to decline about 1 percent.

Increases in milk production are expected to persist throughout 2003. By late in the year, declinesin cow numbers could be the sharpest
seenin severa years. However, milk per cow could be posting significant recovery during the second half, if favorable crop devel opments
lead to lower concentrate prices and more ample supplies of good hay.

Continued on page 12
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Use Coming Back (A Bit) - Recovering cheese demand in late summer-early autumn started to pull milk into cheese and away from butter
and nonfat dry milk. By October, production of most types of cheese other than Cheddar was well above a year earlier, while output of
butter and nonfat dry milk was down considerably. Earlier in 2002, cheesemakers had restrained output to avoid building cumbersome
stocks and let the milk go to butter-powder plants. While the excess nonfat dry milk was drained away by price support sales to the
Government, the extra butter piled up in commercia stocks and probably will continue to plague milkfat markets for several months.

Datafor production of Mozzarella cheese during January-September were revised from 1 percent below to 3 percent above ayear earlier.
This revision significantly alters the story of 2002 dairy demand. Although the pizza market definitely began to weaken in mid-2001,
slowing was to the modest growth normally expected during periods of mild economic weakness--not to stagnation.

Expected continued recovery in cheese demand, still-huge butter stocks, and the lowered support purchase price for nonfat dry milk likely
will make it easy for cheese plants to draw away milk this winter. Cheese output is expected to run well above ayear earlier, with some
decline in butter-powder production likely. However, substantial correction of recent price-depressing conditionswill hinge on extended
brisk recovery in cheese demand.

Demand for dairy productsis expected to grow in 2003, but recovery may not be particularly brisk. Although the recent period of economic
slowing wasrelatively mild, anumber of struggling sectors and the effects of wealth lost because of stock market declineshaveresultedina
ragged and gradual rebound. Robust expansion in dairy demand is not expected until at least latein 2003. Even so, recent disappearance
data clearly point to ageneral pick-up in demand.

Commercial stocks of milkfat werestill very large on November 1, mostly because of huge butter holdings. Commercial inventoriesstood at
10 billion pounds, milk equivalent, milkfat basis on November 1, up amost afourth from ayear earlier. However, the November 1 stocks
had dropped substantially from the August 1 seasonal peak. On the other hand, relatively lean manufacturers’ stocks of nonfat dry milk left
commercial stocks of skim solidsfairly modest. The 8.2 hillion pounds, milk equivalent, skim solidsbasison November 1 wasonly slightly
larger than ayear earlier and smaller than 2 years earlier.

November commercial cheese stocks probably were alittle larger than needed but not badly so. Inventorieswere lessthan atenth larger
than ayear earlier and similar to 2 years earlier. Butter remained the problem. Holdings were up more than half from last year’ srecord for
the date. Retailersdid some aggressive price specialing of butter in early autumn but not enough to bring butter stocksinto line. Specials
reportedly were more common during the holiday season and may have been more effective at reducing commercial stocks.

Littlelmprovement in International Dairy M arkets - International dairy prices this autumn have shown some seasonal life after being
very weak during most of 2002. In early December, prices of butter and milk powderswere up more than $200 per ton from the spring lows.
Dry milk powders have responded mostly to diminished supply prospects as unfavorable weather has struck Oceania. Import demand has
been alittle more active than earlier in the year but remainsrelatively unaggressive. Buying might become more aggressiveif productionin
the second half of the Southern Hemisphere season proves as weak as the first.

Russian butter demand has picked abit this autumn. Some Ukrainian exports reportedly have been drawn into Central Asia, leaving Russia
to import more from Western Europe. With Oceania butter supplies relatively limited and seasonal contraction in Northern Hemisphere
export supplies, the added Russian demand has boosted prices. However, the recent price strength is not likely to persist unless Oceania
conditions turn much worse.

With international market prices off even more than domestic prices, imports of most dairy products have been considerably larger than a
year earlier. January-October cheeseimports probably were up morethan atenth fromayear earlier. Over-tariff-rate-quota(TRQ) imports
have been much larger thisyear, particularly of American types other than Cheddar. However, over-TRQ imports account for only half of
the overall increase in cheese imports. Imports within TRQ and nonguota cheese imports also have been considerably larger. Imports of
concentrated milk proteins during January-September were almost unchanged, with asizableincreasein imports of milk protein concentrate
being offset by a drop in casein imports.

Imports of milkfat fell during January-October. The much softer domestic markets stanched over-TRQ imports of butter and butteroil, a
sharp contrast with ayear earlier. Cream imports also were much smaller.

Exports of nonfat dry milk under the Dairy Export Incentive Program (DEIP) in 2002 will be larger than most recent years. New DEIP

Continued on page 13
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contracts were not accepted during the middle quarters of 2001 because subsidies were not needed to export. As aresult, most of the
DEIP exports for the 2001/02 commitment year were shipped in calendar 2002, along with a significant share of the total for the current
commitment year. Commercial exports have been mostly similar to ayear earlier, except for the collapse in unsubsidized powder exports.

Weakness Persistsin Dairy Prices- Wholesale prices of cheese and butter have been unable to sustain much real seasonal strength this
autumn. Although cheese and butter movement has picked up, current production remained relatively heavy and stocks were ample. In
addition, traderswere receiving conflicting signal s asto the soundness of the recovery in demand. In early December, cheese priceson the
Chicago Mercantile Exchange were only 5-10 cents above the summer low, while butter prices were up about 18 cents. Prices of both
products were well below those of ayear earlier.

Nonfat dry milk prices averaged a little higher this autumn, even though price support sales to the Government continued steadily.
Seasonally low production was aggravated by diversion of milk from butter-powder to cheese plants. Supplies of fresh powder weretight
enough to allow the reemergence of some price premiums, particularly outsidethe West. By early December, prices had not yet fallento the
new support purchase price.

Cheese and butter prices may remain rather confused thiswinter. Recovering demand and easing growth in milk production will help offset
normal seasonal price softness. However, these may well be gradual and irregular devel opments that fail to provide clear direction for
prices. In addition, butter stocks probably will continue to have a depressing effect on milkfat prices through most of winter.

Autumn signs of lifein nonfat dry milk pricesarelikely to betransitory, and prices arelikely to settle near the new support purchase price
for thefirst half of 2003. Evenif cheese production startsto pull away substantial amounts of milk, price support purchases are expected to
stay large. However, use should be showing some positive response to lower prices, and powder markets should be moving back towards
better balance.

Thefailure of wholesale manufactured product pricesto generate any real seasonal strength left farm milk prices quite weak in late 2002,
with farmersreceiving the lowest October-December average milk price since 1978. For theyear, all milk priceswill average almost $3 per
cwt below 2001’ s strong $15.

Milk prices are projected to stay weak during the first half of 2003, even lower than the early 2002 prices. Expansion in milk production
probably will still be substantial, and demand likely will not have recovered enough to overcome the still-swollen stocks and seasonal
weakness. Markets are projected to tighten during the second half of 2003. However, changesin production or usewould haveto accelerate
significantly from their expected firsthalf pattern to produce robust seasonal pricerises. Such accelerationisadistinct possibility for either
supply or demand but is not considered probable. Average milk prices for 2003 are projected to average slightly below 2002.

TheMilk Income Loss Contracts (MILC) will add about $1.20 to the average 2002 milk price of the smaller producerswho receive payment
on al their milk marketings. For these farmers, the MILC payments will offset more than 40 percent of the drop in market prices. The
payment rate would increase somewhat in 2003 if prices are as low as expected.

Retail prices of dairy products have drifted generally lower since the November 2001 peak and were more than 2 percent below a year
earlier by October. Retail pricesin recent years have been considerably more stablethan wholesale or farm prices, resulting in shrinking and
swelling of the farm-retail price spread. The spread will be about atenth larger thisyear, following asignificant decreasein 2001. For al of
2002, retail priceswill average fractionally higher thanin 2001 and up almost 5 percent from 2 years earlier, when farm priceswere closeto
thisyear's.

In 2003, retail dairy prices are expected to be about the same. A small decrease in farm prices is projected to be about offset by a small
increase in the farm-retail price spread. Retail prices have lessrelevance to commercial use than formerly because the retail share of total
use has fallen to only about half.

SOURCE: "Livestock, Dairy, and Poultry Outlook", LDP-M-102, December 13, 2002, Economic Research Service, USDA. For more
information, contact James J. Miller, (202) 694-5184.
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CCC PURCHASES OF DAIRY PRODUCTS (POUNDS)

FOR THE WEEK OF DECEMBER 16 — 20, 2002 CUMULATIVE TOTALS UNCOMMITTED INVENTORIES
TOTAL CONTRACT ADJUSTED SINCE SAME PERIOD WEEK ENDING  SAME PERIOD
PURCHASES ADJUSTMENTS PURCHASES 10/01/02 LAST YEAR 12/13/02 LAST YEAR
BUTTER
Bulk -0- -0- -0- -0- -0- -0- -0-
Packaged -0- -0- -0- -0- -0- -0- -0-
Unsalted -0- -0- -0- -0- -0- -0- -0-
TOTAL -0- -0- -0- -0- -0- -0- -0-
CHEESE
Block -0- -0- -0- 343,714 -0- -0- -0-
Barrel 296,019 -0- 296,019 296,019 -0- -0- -0-
Process 2,296,800 -0- 2,296,800 4,197,600 -0- -0- -0-
TOTAL 2,592,819 -0- 2,592,819 4,837,333 -0- -0- -0-
NONFAT DRY MILK
Nonfortified 8,991,128 2,231,305 6,759,823 90,666,310 58,904,593 1,049,360,000 639,046,000
Fortified -0- -0- -0- -0- -0- 46,391,000 38,227,000
TOTAL 8,991,128 2,231,305 6,759,823 90,666,310 58,904,593 1,095,751,000 677,273,000
MILK EQUIVALENT, FAT SOLIDS BASIS, OF ADJUSTED PURCHASES (MILLION POUNDS)
MILKFAT*  SKIM** MILKFAT* SKIM**
BASIS SOLIDS BASIS SOLIDS
WEEK OF DECEMBER 16 - 20, 2002 = 25.4 104.4 COMPARABLE PERIOD IN 2001 = 1.6 83.1
CUMULATIVE SINCE OCTOBER 1, 2002 = 64.6 1,103.2 CUMULATIVE SAME PERIOD LAST YEAR = 13.0 685.6
CUMULATIVE JANUARY 1 — DECEMBER 20, 2002 = 259.2 7,882.9 COMPARABLE CALENDAR YEAR 2001 = 86.4 3,955.9
* Factors used for Fat Solids Basis - Butter times 21.80; Cheese times 9.23; and Nonfat Dry Milk times 0.22
**Factors used for Skim Solids Basis - Butter times 0.12; Cheese times 9.90; and Nonfat Dry Milk times 11.64

CCC ADJUSTED PURCHASES FOR THE WEEK OF DECEMBER 16 - 20, 2002 (POUNDS)

BUTTER CHEESE NONFAT DRY MILK
REGION BULK PACKAGED UNSALTED BLOCK BARREL PROCESS NONFORTIFIED __ FORTIFIED
MIDWEST -0- -0- -0- -0- -0- 2,296,800 374,782 -0-
WEST -0- -0- -0- -0- 296,019 -0- 6,385,041 -0-
EAST -0- -0- -0- -0- -0- -0- -0- -0-

CCC ADJUSTED PURCHASES SINCE 10/1/01 AND SAME PERIOD LAST YEAR (POUNDS) AND MILK EQUIVALENT AS A PERCENT OF TOTAL

BUTTER CHEESE NONFAT DRY MILK MILK EQUIVALENT (%)
REGION 2002/03 2001/02 2002/03 2001702 2002/03 2001702 2002703 2001702
MIDWEST -0- -0- 4,197,600 -0- 1,015,166 -0- 60.3 40.5
WEST -0- -0- 639,733 -0- 89,651,144 58,904,593 39.7 59.2
EAST -0- -0- -0- -0- -0- -0- -0- 0.3
TOTAL -0- -0- 4,837,333 -0- 90,666,310 58,904,593 100.0 100.0

SUPPORT PURCHASE PRICES FOR DAIRY PRODUCTS PRODUCED ON OR AFTER NOVEMBER 15, 2002

MANUFACTURING MILK Average Test 3.67% - $9.90 per cwt.

BUTTER Bulk $1.0500 Eer pound; 1# Prints $1.0850
CHEESE 40 & 60# Blocks $1.1314 per pound; 500# Barrels $1.1014; Process American 5# $1.1889; Process Am. 2# $1.2289
NONFAT DRY MILK Nonfortified $.8000 per pound; Fortified $.8100; Instant $0.9625

U.S. Dairy & Total Cow Slaughter under Federal Inspection, by Regions, for Week Ending 11/30/02 & Comparable Week 2001

U.S. TOTAL % DAIRY OF ALL
Regions* (000 HEAD) 1 2 3 4 5 6 7 8 9 10 WEEK  SINCE JAN 1  WEEK SINCE JAN 1
2002-Dairy 0.1 0.7 6.5 4.3 18.6 2.3 0.5 0.5 11.5 1.5 46.4 2,379.2 45.9 45.9
2001-Dairy 0.2 0.8 5.3 5.1 23.4 2.5 0.6 0.7 13.5 2.7 54.9 2,374.0 45.8 45.5
2002-All cows 0.2 0.8 8.8 11.0 28.3 13.9 15.1 3.2 13.8 6.2 101.1 5,177.9
2001-All cows 0.2 1.0 7.4 13.7 33.9 16.2 16.9 6.2 16.1 8.3 120.0 5,218.8

SOURCE The slaughter data are gathered and tabulated in a cooperative effort by the Agricultural Marketing Service, The
Food Safety and Inspection Service, and the National Agricultural Statistics Service, all of USDA.

CLASS 111 (2000-2001) AND BFP (1999) MILK PRICES, (3.5% BF, $/CWT. FOR COMPARISON PURPOSES ONLY)
YEAR JAN FEB MAR APR MAY JUN JUL AUG SEP OoCT NOV DEC
1999 16.27 10.27 11.62 11.81 11.26 11.42 13.59 15.79 16.26 11.49 9.79 9.63
2000 10.05 9.54 9.54 9.41 9.37 9.46 10.66 10.13 10.76 10.02 8.57 9.37
2001 9.99 10.27 11.42 12.06 13.83 15.02 15.46 15.55 15.90 14.60 11.31 11.80
FEDERAL MILK ORDER CLASS PRICES FOR 2002 (3.5% BF)
CLASS JAN FEB MAR APR MAY JUN JUL AUG SEP OoCT NOV DEC
1 1/ 11.96 11.95 11.62 11.47 11.26 11.03 10.62 10.48 10.46 10.15 10.60 10.52
11 12.69 12.28 12.19 11.88 11.29 11.19 11.14 11.07 10.91 11.12 11.26
Il 11.87 11.63 10.65 10.85 10.82 10.09 9.33 9.54 9.92 10.72 9.84
v 11.93 11.54 11.42 11.09 10.57 10.52 10.45 10.41 10.22 10.50 10.58

1/ Specific order differentials to be added to this base price are located at www.ams.usda.gov/dyfmos/mib/cls_prod_cmp_pr.htm





