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DAIRY MARKET NEWS

VOLUME 69, REPORT 07

NATIONAL DAIRY MARKET AT A GLANCE

CHICAGOMERCANTILEEXCHANGE (CME) CASH MARKETS(2/15):
BUTTER: GradeAA closedat $1.2875. Theweekly averagefor GradeAA
is $1.2508 (+.0341).

CHEESE: Barrelsclosed at $1.1875 and blocks at $1.2150. The weekly
average for barrelsis $1.1875 (-.0025) and blocks, $1.2140 (-.0095).
NONFAT DRY MILK: ExtraGradeclosed at $0.9900 and Grade A closed
at $1.0000. Theweekly averagefor ExtraGradeis$0.9900(N.C.) and Grade
A, $1.0000 (N.C.).

BUTTER: Butter markets are unsettled as the cash price at the CME
increases and so do butter stocks. Producers and handlers are stating that
strength in the CME cash priceis not indicative of the current production
and supply of butter. Stocks of butter continue to increase as current
production surpasses demand. Cream offerings are heavy in all regions of
the country. Often, cream is moving from one area to another to locate a
willingbuyer. Overall buyinginterest remainsslow and unaggressive. Most
orders continue to be placed for short term or immediate needs.

CHEESE The cheese market remainswesk. Current cheese offerings
areat |east adequatefor needs. Natural chunk salesareoften sluggishthough
shred salesremain steady at mostly good levels. Processsalesare steady to
slower. Someextracheddar, oftenbarrels, isbeinginventoried, for either later
use or aging programs at current prices. Cheese production remains
seasonally strong, aided by increased milk volumesavail ablefor manufacturing.
Cheese yields are trending lower seasonally.

FLUID MILK: Milk production seemsto be on therisein most areas
of the country. Mild winter weather in the Upper Midwest and Northeast
hashel pedkeepthemilk flow abovetypica winterlevels. Also, mildweather
in the West is helping stimulate milk output. Fat and protein test on the
incoming milk are generally higher, but some lower tests are noted in the
Upper Midwest. Surplus milk volumes are very heavy in the eastern two-
thirds of the country and some milk had to be shipped inter-regionally for
processing. Bottled milk sales are mixed, but overall reported as steady.
Manufacturing plants were generally very active and most are operating at
levels well above thistime last year.

DRY PRODUCTS: The NDM market islittle changed. Production
levels are generally heavy in most of the country as surplus milk volumes
are heavier than expected. Producer stocks are more than ample for the
current slow demand. Offeringsto CCC continuefromall regions. Thedry
whey market isweak and prices continueto movelower. Productionlevels
aremoderateto heavy and stocks, though not aslong aspreviousweeks, are
still ample. Someproducersaretryingto clear product by offeringdiscounts
tostimulateinterest. Other makersarein better supply/demand balanceand
not discounting prices. Spot demand is sluggish as buyerswait. The dry
buttermilk market is steady to weak and prices are often lower. Churning

activity is heavy and the volume of buttermilk to dry isincreasing. Plant
stocks are accumulating and heavier than current demand can clear. The
WPC market issteady at weak levels. Pricesareunchangedin light trading
thisweek. The lactose market tone and prices are steady.

CCC: For the week of February 11 — 15, NDM purchases total
19,631,077 pounds. Of thetotal, 384,482 pounds originated in the East,
2,037,025 pounds from the Midwest, and 17,209,570 pounds from the
West.

TENTATIVE FINAL DECISION (DAIRY PROGRAMS): On
February 14, 2002, theUnited StatesDepartment of Agricultureannounced
atentative final decision amending the current pooling provisions of the
Upper Midwest Federal milk marketing order. Thisdecision isbased on
testimony and evidence given at apublic hearing held June 26-27, 2001, in
Bloomington, Minnesota. This decision would eliminate the ability to
simultaneously pool milk ontheUpper Midwest milk order whenthesame
milk isalready pooled on a State-operated milk order that has marketwide
pooling. Thisdecision aso establishesalimit on the amount of milk that
can be diverted to nonpool plants by pool distributing plants regulated
under the order. USDA will conduct a vote on the amended order to
determine producer approval. Interested persons have 60 days to file
comments in response to the tentative decision, which appeared in the
February 14, 2002, Federal Register. For additional information about the
decision contact the Upper Midwest Market Administrator at (952) 831-
5292 or Paul.Kyburz@usda.gov.

FEBRUARY MILK SUPPLY AND DEMAND ESTIMATES
(WASDE): Forecast milk production in 2001/02 is virtually unchanged
from last month as a slower rate of declinein cow numbersis offset by a
reductionintherate of growthinmilk per cow. Tight heifer supplieshave
prevented producersfromrespondingtorel atively goodreturns. Increases
inmilk-per-cow havebeenlimited by tight suppliesof high-quality hay and
theretention of low producing cows. Theforecast 2001/02 Class1V price
isunchanged from last month but the Class 111 price forecast islowered 5
cents. Theall milk priceforecast islowered five-centsto $13.05-$13.55.

DECEMBER FLUID MILK SALES (AMS, CDFA): During
December, about 4.3 billion pounds of packaged fluid milk productswere
soldinFederal milk order (FMO) marketing areasand California. Thiswas
2.2% |lower than December 2000. On anindividual product basis, sales of
low fat (1%) milk increased from December 2000, whilesalesof wholemilk,
reduced fat (2%) milk, fat-free (skim) milk, and buttermilk decreased from
ayear earlier. Thefollowing areyear-to-date changes: total packaged fluid
milk productsweredown 0.8% from 2000; reduced fat milk, no change; low
fat milk plus 1.3%; fat free milk, down 2.2%; and buttermilk, down 3.6%.

***SPECIALSTHISISSUE***

BUTTER, NDM, AND CLASSIII & IV MILK FUTURES (PAGE 7)
INTERNATIONAL DAIRY MARKET NEWS (PAGE 8)

DECEMBER FLUID MILK SALES (PAGE 10)
1999 - 2001 TOTAL COW SLAUGHTER UNDER FEDERAL INSPECTION (PAGE

FEBRUARY MILK SUPPLY AND DEMAND ESTIMATES (PAGE 9) 11)
NOTICE: The CME will be closed on February 18, 2002, for the observance of Presidents Day.
CHICAGO MERCANTILE EXCHANGE
CASH TRADING
CHEESE: carload = 40,000-44,000 |bs., BUTTER: carlot = 40,000-43,000 |bs.
PRODUCT MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY WEEKLY WEEKLY
FEBRUARY 11 | FEBRUARY 12 | FEBRUARY 13 | FEBRUARY 14 | FEBRUARY 15 | CHANGE* [AVERAGE#
CHEESE
BARRELS $1.1875 $1.1875 $1.1875 $1.1875 $1.1875 $1.1875
(N.C) (N.C) (N.C) (N.C) (N.C) N.C. (-.0025)
40# BLOCKS $1.2200 $1.2125 $1.2075 $1.2150 $1.2150 $1.2140
(N.C) (-.0075) (-.0050) (+.0075) (N.C) -.0050 (-.0095)
BUTTER
GRADE AA $1.2000 | @ - $1.2650 | @ - $1.2875 $1.2508
(N.C) (+.0650) (+.0225) +.0875 (+.0341)

*Sum of daily changes. #Weekly averagesaresimpleaveragesof thedaily closing pricesfor thecalendar week. Computed by Dairy Market Newsfor informational purposes. Thisdataisavailable
onthelnternet at WWW.AMS.USDA.GOV/MARKETNEWS.HTM (NOTE: The NDM daily/weekly prices are reported here when changes occur. The ExtraGrade priceis$.9900 and Grade
A priceis$1.0000. NDM information remains available at the above internet address.)
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CHICAGO MERCANTILE EXCHANGE

MONDAY, FEBRUARY 11, 2002

CHEESE — SALES: NONE; BIDS UNFILLED: 1 CAR BARRELS @ $1.1875; OFFERS UNCOVERED: NONE
BUTTER — SALES: NONE; BIDS UNFILLED: 1 CAR GRADE AA @ $1.1800; OFFERS UNCOVERED: 2 CARS GRADE AA: 1 @ $1.2100, 1 @ $1.2200

TUESDAY, FEBRUARY 12, 2002

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

1 CARBARRELS @ $1.1875; 2 CARS 40#BLOCKS: 1 @ $1.2125,1 @ $1.2200

WEDNESDAY, FEBRUARY 13, 2002

CHEESE — SALES: 1 CAR BARRELS @ $1.1875; 1 CAR 40# BLOCKS @ $1.2075;

BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE

BUTTER — SALES: 13 CARS GRADE AA: 1 @ $1.2000, 2 @ $1.2100, 1 @ $1.2150, 5 @ $1.2500, 4 @ $1.2650; BIDS UNFILLED: 23 CARS GRADE AA:
2 @ $1.2400, 4 @ $1.2200, 3 @ $1.2150, 4 @ $1.2100, 2 @ $1.2000, 1 @ $1.1800, 7 @ $1.1000; OFFERS UNCOVERED: NONE

THURSDAY, FEBRUARY 14, 2002

CHEESE — SALES: 3 CARS 40# BLOCKS: 1 @ $1.2150, 1 @ $1.2100, 1 @ $1.2150; BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE

FRIDAY, FEBRUARY 15, 2002

CHEESE — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE
BUTTER — SALES: 1 CAR GRADE AA @ $1.2900; BIDS UNFILLED: 5 CARS GRADEAA: 2 @ $1.2750, 2 @ $1.2650, 1 @ $1.2400; OFFERS UNCOVERED:

1 CAR GRADE AA @ $1.2875

BUTTER MARKETS

NORTHEAST

Themarket toneremainsweak. After two, five-cent declinesearly last week, the
butter price at the CME has held at $1.2000. Some contacts feel that this may
be the bottom for a while, but with continued heavy production and growing
inventories, others feel that prices still have “room” to fall. Eastern churning
activity isheavy and some producersare not ableto takein asmuch excess cream
as they have been. Their own milk and cream supplies are increasing and are
approaching near-flush levels. Demand for butter is slow to fair and mostly for
replacement needs. Retail salesareslow tofair and food serviceordersareholding
about steady. Salesof bulk butter, f.0.b. East, arereportedinarangeof flat market
— 4 cents over the CME price/average.

CENTRAL

Butter marketsareunsettledfollowing cashtrading at the CM E at mid-week. Much
tothesurpriseof many producersand handlers, thecash priceincreased 6 1/2 cents.

Many producers report that churning activity continues to surpass demand thus
surplus butter is entering inventory. In many instances, producers and handlers
are stating that inventories are heavier than they were at this time last year.

Churning activity continues to be quite active as heavy cream offerings from
othersareasof the country continueto supplement local supplies. Butter demand
isslow and unaggressive. |n most instances, orders are being placed for fill-in or

short term needs. Producersand handlersfeel that many buyers had heavier than
desired year-end carry over stocks and until these are cleared, orderswill remain
light. Bulk butter for spot salesissellinginarange of flat - 3 centsper pound over
various pricing basis.

WEST

After the major price decline early last week, prices have generally held steady
for the past few trading sessions at the CM E and are even beginning tofirm again.
Buyers were much more comfortable taking possession of butter at $1.20 than
$1.30 or higher. Theincreasing price activity at the CME this week was based
onbuyersbidding for additional loadsof butter. Somecontactsarewonderingwhat
butter importswill look like thisyear compared to last year. Pricesfor butterin
Oceaniaare currently less than 50 cents per pound with aweak undertone. Itis
hard to put together a game plan that is able to take into account all the likely
possibilities. Cream offerings remain very heavy and prices are very low. Ice
cream plant interest remains very light at thistime. The weekly CME butter
inventory grew by 7.76 million pounds this past week and stands at 61.1 million
pounds. Stockshavegrown28.0 million poundsover the past four weekscompared
to 17.5 million pounds for the comparable period last year. Current prices for
bulk butter range from 5 cents to 1 cent under market based on the CME with
various time frames and averages involved.

NASS DAIRY PRODUCT PRICES

U.S. AVERAGE AND TOTAL POUNDS

CHEESE MILKFAT
40# BLOCKS BARRELS NDM BUTTER DRY WHEY CLASSII ALL CLASSES
WEEK 38% MOISTURE
ENDING
FEB 9 1.3135 1.2775 0.9130 1.2383 0.2369 1.6371 1.6059
7,608,698 11,990,643 21,367,644 5,135,733 10,784,006 1,341,664 2,995,845

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

Themarket toneisstill unsettled, generally weak. Pricesarefour-plus
centslower onmost processand natural itemsand Swissisunchanged.
Thisbrings price declinesto fifteen to sixteen centslower during the
past two weeks. Prices at the CME have held at current levels since
February 6 and somecontactsarewonderingif thisiswherepriceswill
hold. Cheese production inthe East is moderate to heavy as surplus
milk suppliesarehol ding at much higher than anticipatedlevels. Some
contactsstatethat it feel likeweare"intheflush." Cheesestocksare
morethan amplefor theslow tofair demand. Buyersaretaking cheese
on an as needed basis. Many feel that prices may continue to inch
downward and they don’t want too much on hand should that occur.
Retail sales are, at best, fair. Food service orders are steady, but at
slower than pre-Super Bowl levels.

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

Cheddar 10# Prints 1.2875-1.7575

WEST

Natural and process cheese prices continued to adjust lower this
week. Pricesseemto bestabilizingintheshort run. Buyersaremore
willingtotakeasmall positionfor nearby orders. Demandisstill being
called lackluster. Offerings of cheese seem to range from steady to
abit heavier. Swisscheese seemsto beinclosebalance. Mozzarella
salesaremixed. Somereport good, steady movement whileotherssee
aslow trend.

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

Process 5# L oaf 1.3450-1.6050
Cheddar 40# Block 1.3450-1.4850
Cheddar 10# Cuts 1.5250-1.7450

1.5350-1.6950
2.3600-2.5300

Monterey Jack 10#
Grade A Swiss Cuts 6 - 9#

FOREIGN

Domestic pricesmoved|ower andimported stylesarestill unchanged.
Themarket toneisseasonal. Demandforimported and/or foreigntype
cheeseisslow tofair. Suppliesrangefrom light tofully adequatefor

Cheddar Single Daisies 1.2450-1.7050
Cheddar 40# Block 1.3650-1.5750
Process 5# L oaf 1.4000-1.5850
Process 5# Sliced 1.4200-1.6975
Muenster 1.4475-1.6550
Grade A Swiss Cuts 10 - 14# 2.3500-2.5500

MIDWEST

The cheese market is weak and appears to be drifting without real
direction. Lentencheesespecial sareinfrequent, but ai ding movement
in scattered instances. Natural chunk interestisgenerally fair at best
with shredsstill holding at mostly good levels. Mozzarellamovement
hasimproved in some marketswhile othersremain sluggish. Overall,
cheese offerings have increased though producers are reluctant to
discount pricesto clear extraproduct. Processinterestismoderateto
occasionally good. Processorsareinterested in acquiring afew extra
barrels, for both current and | ater use. Cheddar isagain entering aging
programs at current prices. Current cheese production is generally
higher, wherehigher milkintakesmorethan offset lightly lower cheese
yields.

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

1.4100-1.6500
1.6300-1.7875

Process American 5# L oaf
Brick And/Or Muenster 5#

Cheddar 40# Block 1.5875-2.1150
Monterey Jack 10# 1.8200-2.1150
Blue 5# 1.9775-2.3300

1.5675-2.2150
2.0675-2.6850

Mozzarella5 - 6# (Low Moisture, Part Skim)
Grade A Swiss Cuts 6 - 9#

MIDWEST COMMODITY CHEDDAR

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

CHEDDAR STYLES FEBRUARY 11 - 15, 2002

BARRELS* $1.1875 - 1.2000 (NOMINAL)
(-.0450)
40# BLOCKS $1.2075 - 1.2525 (NOMINAL)

(-$.0050) (-.0350)
() Change from previous week. * If steel, barrel returned.

most brands and countries of origin.

WHOLESALE SELLING PRICES: FOB DISTRIBUTORS DOCK

DOLLARS PER POUND (1000 - 5000 POU

NDS, MIXED LOTS)

NEW YORK
VARIETY IMPORTED DOMESTIC
Roquefort . TFEWR -0-
Blue : 2.6400-3.1400 : 1.5900-3.0850*
Gorgonzola : 3.2400-5.9400 : 2.0900-2.4900*
Parmesan (ltaly) TFEWR : 3.0075-3.0600*
Romano (Italy) : 2.1000-2.9900 : -0-
Provolone (Italy) . 3.4400-5.5000 : 1.5975-1.8075*
Romano (Cows Milk) : -0- 1 2.7825-4.9625*
Sardo Romano (Argentine) : 2.6500-3.2900 : -0-
Reggianito (Argentine) : 2.6500-3.2900 -0-
Jarlsberg-(Brand) : 2.7500-3.5900 : -0-
Swiss Cuts Switzerland : -0 : 2.3500-2.5500
Swiss Cuts Finnish : 2.5900-2.8500 -0-
Swiss Cuts Austrian : 2.2500-2.7500 -0-
Edam :

2 Pound TFEWR -0-

4 Pound : 2.1900-2.9500 -0-
Gouda, Large : 2.3900-2.6800 -0-
Gouda, Baby ($/Dozen) : :

10 Ounce : 27.8000-31.7000 : -0-

* = Price change.

WEEKLY COLD STORAGE HOLDINGS-SELECTED STORAGE CENTERS

IN THOUSAND POUNDS - INCLUDING GOVERNMENT STOCKS

BUTTER : CHEESE

1 125,931

02/11/02 27,897

02/01/02 25,090 : 126,734
CHANGE 2,807 -803
% CHANGE 11 -1
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FLUID MILK AND CREAM

EAST
Spot shipmentsof Grade A milkinto or out of Floridaand other Southeastern states
THIS WEEK LAST WEEK LAST YEAR
IN ouT IN ouT IN ouT
FLORIDA 0 0 6 0 0 92
SOUTHEAST STATES 0 0 0 0 0 0

Regional Milk Market Administratorsannounced thefollowing, January 2002
uniformprices: Northeast $13.81, Mideast $12.88, Southeast $14.13, Florida
$15.76,andWesternNew Y ork (astateorder) $13.22 at thebasecities/counties
inthe orders. (For the Northeast, Mideast, and Western New Y ork orders,
statistical uniform pricesarereported.) Milk productionissteady to heavier
in most of the East. Milk output continues to show gainsin the Southeast,
particularly in the Gulf Coast states. Milk output in the Northeast and the
MiddleAtlanticisshowing someincreases. Most contactsattributethegains
tothemildwinter that regionhasexperienced thusfar. M ost contactscomment
that the mild weather and good supply of good quality feed iscausing amid-
winter flush. Reportsindicatethat fat and protein tests on theincoming milk
areincreasing. Fluid milk suppliesareheavy and manufacturing plantsarevery
busy. Milk normally earmarked for delivery into the Southeast is, for awhile,
staying in the region and adding to volumesto be processed. Manufacturing
plantsin the Southeast are operating as needed, mostly on weekends. Those
few operationsthat are running daily still have capacity should it be needed.
Bottled milk salearealittle slower thisweek asbottling schedul es get back to
more normal levels. There were fewer retail features reported aswell as no
storm-influenced sales thisweek. The condensed skim market is unchanged
at weak levels. Offerings are heavy and spot demand isslow at best. Prices
for wet solidsareunchanged. Thefluid cream market remainswesk. Offerings
areburdensomeandahigh percentageof theavailableloadsarecl earingto butter
plants. Class !l demand is mostly contractual. Prices are often lower asthe
CME butter average for last week dropped more than nine cents. Some
supplierssay they "seethelight at the end of thetunnel” in thismarket, "but
it's so far away it isn't worth thinking about." Ice cream production is
seasonally light to moderate, but some operations are starting to put up some
inventory for spring needs. Cream cheeseoutput i sabout steady, but few spot
purchases have been reported. Churning activity is heavy and most Eastern
producers are full. The volumes of cream being shipped to Midwest butter
makers are significant.

FLUID CREAM AND CONDENSED SKIM PRICESIN TANKLOT QUANTITIES

SPOT PRICES OF CLASS || CREAM, $ PER LB BUTTERFAT

F.O.B. PRODUCING PLANTS: N ORTHEAST 1.4235-1.5833

DELIVERED EQUIVALENT ATLANTA - 1.4357-1.5817 M 1.4600-1.4844
F.O.B. PRODUCING PLANTS: UPPER MIDWEST - 1.3870-1.5939

PRICES OF CONDENSED SKIM, $ PER LB WET SOLIDS

F.0.B. PRODUCING PLANTS:

NORTHEAST- CLASS || - INCLUDES MONTHLY FORMULA PRICES- .9700-1.0500

NORTHEAST- CLASS | - SPOT PRICES - .9200- .9900

MIDWEST

Class | demand is steady to occasionally improved, aided by retail feature
activity. A few tradecommentsindicatethat Class| salesmay belaggingjust
abitinsomeMidwesternmarketsin2002. Manufacturing milk demandranges
from still sluggish to occasionally improved to fair at best. Reported spot
manufacturing milk prices range from $.50 over class up to $1.60 over class.
M ost cheese plants seemto be operating on heavier schedul esthan ayear ago.
Cream suppliesremain heavy and churning active, but volumes for churning
seemsto benot nearly asburdensome asrecent weeks. Classl| creaminterest
hasimproved with some extraspot salesoccurring. Certainly, trade concerns
are being expressed over the cash butter price increase on February 13 at the
Chicago Mercantile Exchange with butter production heavier and inventory

larger than a year ago. Condensed skim interest remains good with prices
ranging from $.95t0 $1.0250. Plant milk intakesare steady to dlightly higher.
Fat and proteinlevelsonincoming milk volumesaredrifting lower seasonally.
A few reportsof larger numbersof recently freshened cowsmay beincreasing
milk receiptsinlocalized areas. Also, warmer temperaturesthrough much of
thewinter have allowed animalsto use less energy in maintaining their body
temperature. Also, theinsect populationmay belarger asaresult of thewarmer
temperatures. Heating bills are generally much less than recent years.

WISCONSIN LIVESTOCK AUCTIONS (PER CWT.)
FEB 7-13 PREVIOUS YEAR
SLAUGHTER COWS $40.00- 4650  $41.00- 47.00
REPLACEMENT HEIFER CALVES $480.00-640.00 $260.00-350.00

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

FEB 7-13 PREVIOUS YEAR
SLAUGHTER COWS $38.50- 46,50  $38.50- 50.50
WEST

The March 2002 Class 1 pricesin CALIFORNIA range from $13.27 in the
north to $13.54 in the south. The statewide average Class 1 price based on
productionis$13.32. Theaverageis$0.42lower than February 2002and $1.16
lower thanMarch 2001. In California, milk cowsarerespondingtofavorable,
unseasonable warm and dry conditions. Milk output is moving higher from
aweek and year ago. Loadweightsareincreasing and fat and solidsarehigher.
Fluid milk salesin the state are holding mostly steady as orders have leveled
off. Manufacturing plantsare running at moderate to heavy levelsto process
milk volumes and componentsinthe state. New crop alfalfaismovingtothe
Central Valley from the south. Buying interest is good and prices higher for
topquality alfalfa. 1deal weather conditionsand favorablefeed pricescontinue
tobodewell for milk productionin ARIZONA. Milk outputisincreasingalong
with fat and solids in the milk. In NEW MEXICO, few changes are being
reported. Conditionsremain good for milk production and levelsare above a
year agoandslightly higher onaweekly basis. Plantsarerunning asscheduled.
Milk production in the PACIFIC NORTHWEST ranges from steady to
slightly heavier. Conditions have been dryer over the past week or so which
isallowing herdsto be better managed. Herd health related issues have been
minimal so far thiswinter. Thelonger days are stimulating the beginnings of
aspring flush. Feed supplies are available at reasonable prices. Hay prices
aregenerally holding steady. Water conditions appear to be adequate at this
pointinthewinter seasonto allow for anormal upcoming cropping year. Fat
and protein tests on incoming milk receipts are about average for thistime of
year. IDAHO milk production continuesto grow, but not at therate that was
common over the past few years. A partial moratorium on dairy growth has
ended, at | east temporarily, sothat expansion planswill need to bemonitored.
Some additional plant capacity will be coming on linethis summer. Another
expansionhasbeen put onhold until upcomingmilk volumesarebetter known.
Water conditionsfor the new year are marginal at best. Much more moisture
isneededto returntonormal conditions. Toughwinter conditionsaretherule
over much of thedairy areaof NORTHERN UTAH. Deep snow remainson
thevalley floorsand temperaturesarebel ow zeroevery night. Feed consumption
isupand milk outputislagging. Slightly lower hay pricescontinueto benoted
in aportion of thisregion. The CREAM market in the West remains weak.
Despite the unexpected strength in the CME butter market, there remains a
surplusof creamintheregion. Multiplesand overagesremain depressed and
conditionsremainabuyer’ smarket. Cream continuesto clear to butter plants.
Ice cream demand islight and not yet astrong player. Warmer weather and
bargain cream pricesmay create moreice cream production. Cream multiples
are unchanged at 100 to 120, FOB. Californiacream continuesto be offered
and traded at discounts.



DAIRY MARKET NEWS, FEBRUARY 11 - 15, 2002

VOLUME 69, REPORT 07

NDM, BUTTERMILK & WHOLE MILK
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: Prices are unchanged on a mostly steady market. Productionis
steady to higher. Heavy sales to brokers during the week prior put most
producersin abalanced position. Good movement is also being reported into
cheese, ice cream and instant product facilities. However, salesinto the CCC
are being reported from the Central region, indicating adesire to clear excess
loadsat thelower support price. High heat movement issteady and production
islight for themostly contractual interest. Off gradeproduct isreadily available
for the light interest.

EAST: Pricesaresteady andthemarket toneremainsunsettied. MoreEastern
plantsarethinking about packagingingovernment“ G” bagsin casethey decide
toofferto CCC. Producer stocksaregrowing and becoming moreof aconcern.
Those operations in the national marketing agency are somewhat limited by
their published pricesand, at | east thismonth, being undercut by producers not
“in the system.” Drying schedules in the East are increasing due to the
unseasonably heavy supply of surplusmilk. Contactsreport that it seemslike
they areintheflush and really being pushed to clear all themilk. Some surplus
milk ismoving great distancestrying tofind plant capacity. Demandfor NDM
isslow to fair as buyersjust take what they need to get by. Most continue to
believethat atilt will take place and arewaiting for that occurrence. Contract
sales continue, but can’t keep pacewith output. Salesof EasternNDM to CCC
continue.

Includes EXTRA GRADE and GRADE A
F.O.B. CENTRAL/EAST:

LOW/MEDIUM HEAT:
HIGH HEAT:

.9000 - .9725
.9600 - 1.0250

MOSTLY: .9300 - .9600

NONFAT DRY MILK - WEST

Some adjustments are noted on the top end of the range and afew other prices
were lowered this week. Spot interest remains fairly light. DEIP interest
remainsfair with new salesannounced thisweek. L ower priced SMPontheworld
market continuesto make new DEIP sales challenging. Movementsof NDM
and condensed skim to cheese producers slowed when cheese prices dropped
over the past weeks and has not recovered. With increasing milk supplies, the
usagewill beslow to bereestablished. Duringtheweek of February 4—8, adjusted
support program purchases totaled 13,112,328 million pounds of NDM with
11,073,754 poundsfromthe West. Pricing levelscontinuetoweakenfor high
heat NDM. Market conditions are flat. Production levels are generally light
and being made to fill current orders. Uncommitted stocks are being held to
minimal levels.

Includes EXTRA GRADE and GRADE A
LOW/MEDIUM HEAT: .8950 - .9900 MOSTLY:

HIGH HEAT: .9325 - .9900

.9000 - .9225

CALIFORNIA MANUFACTURING PLANTS - NONFAT DRY MILK

WEEK ENDING PRICE TOTAL SALES SALESTO CCC
February 8 $.9025 13,827,251 9,371,562
February 1 $.9018 14,555,823 10,572,669

Pricesareweighted averagesfor ExtraGradeand Grade A Nonfat Dry Milk, f.o.b. California
manufacturing plants. Pricesfor both periodswereinfluenced by effectsof long-term contract
sales. Total sales(pounds) includesalesto CCC. Compiled by Dairy Marketing Branch,
Cadlifornia Department of Food and Agriculture.

DRY BUTTERMILK - CENTRAL

Pricesareunchanged onasteady toweak market. Whilesomeproducer supplies
arein balance, others are holding excess stocksto clear. Demand islight with
some buyers expecting prices to move lower. Production remains heavy yet
dryer schedules arereduced in light of increased condensed buttermilk demand
fromicecreamfacilities. Producersare expectingincreased interestin March
as February movement generally tends to be lackluster. Offering prices are
reported aslow as .8300 FOB with most sales being reported at .8500 - .9000
FOB.

BUTTERMILK: .8500 - .9500

DRY BUTTERMILK - NORTHEAST AND SOUTHEAST

Prices are steady to sharply lower and nominal in the East. The market tone
remainsweak. Eastern production of dry buttermilk ismoderateto heavy, but
the contract sales of liquid buttermilk are keeping powder stocksfrom getting
truly out of hand. Asitis, producers do have heavier than desired stocks and
more of them are getting serious about clearing some of their stocks. Demand,
however, issluggishandbuyersareresisting current market prices. Lower prices
arenot generating much new spot interest. Also, Eastern producersaremeeting
with pretty stiff price competition from Midwestern producers.

F.O.B. NORTHEAST:
DELVD SOUTHEAST:

.9000 - 1.0100
.9200 - .9800

DRY BUTTERMILK - WEST

Western dry buttermilk prices continue to be lowered in attempts to move
product and to remain competitive with powder from other regions. Buying
interest isunaggressive beyond contracted amounts. Thereismore condensed
buttermilk moving, but the total effect islimited because of the current light
call fromicecream producers. Moderateto heavy butter production continues
to place more buttermilk into dryers. Inventory levelsarevaried, but exceed
current and nearby interest.

BUTTERMILK: .9200 - 1.0100 MOSTLY: .9500 - .9800

DRY WHOLE MILK - NATIONAL

Pricesandthemarket tonearegenerally unchanged. Productionlevelsarelight
to moderate, but generally limited to filling contracts. Producer stocks are
closely balanced for the slow to fair spot demand.

F.O.B. PRODUCING PLANT: 1.2200 - 1.2800

DEIP BID ACCEPTANCE SUMMARY

JULY 1, 2001 THROUGH FEBRUARY 8, 2002
WITH CHANGES FROM PREVIOUS REPORT

NONFAT DRY MILK -
CHANGE -

28,362 MT (62,526,865 LBS)
65 MT (143,299 LBS)

CHEESE -
This program-year allocation isfilled.

3,030 MT (6,679,938 LBS)

Allocations for the DEIP year beginning July 1, 2001: Nonfat dry milk --
68,201 MT; Cheese -- 3,030 MT; Butterfat -- 21,097 MT.
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WHEY, CASEIN & EVAPORATED MILK

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

Prices are lower on aweak market. While manufacturer stocks are in better
balancethan theweek prior, product continuesto clear at adiscount. Multiple
load prices are negotiable with some suppliers competing for export demand
at the lower end of the range. Some export and domestic buyers are resisting
the current market as prices are expected to continue lower. Production is
steady to higher as seasonal milk increases are reflected in cheese production
schedules. Condensed suppliesarebeingreadily offeredinto somefeedfacilities.
Permeate suppliesarereportedly increasing and competitivewithwhey prices.
AgedsuppliesfromMay/Juneof 2001 arereadily availablefor thelight interest.
NONHY GROSCOPIC:

1800 - .2375 MOSTLY: .2100 -.2200

DRY WHEY - NORTHEAST AND SOUTHEAST

Prices continueto movelower and the market toneremainsweak. A few spot
sales are being reported, but for the most part, spot buyers have stepped back
from the market to | et prices seek their level. Thisisnot uncommon during
market conditions such aswenow have. Most Eastern producersdo have spot
loadsavailableforimmediate sale. Some makersarediscounting pricestokeep
product moving, but demandisn’t overly aggressiveand somestock accumul ation
isevident. Othersaretrying to maintain their pricing at the market average.
Exportinterest isevident, but new salesare being bid at priceslower than most
producers are willing to go at thistime. Producers who did contract a larger
percentage of their output appear to be in alittle better position than those
who arerelying more heavily on the spot market. Overall, Eastern producers
appear to be in better supply positions than some of their Midwestern
competitors. Cheese output is heavier than most had anticipated and drying
isup at most plants. Surplusmilk volumesareheavy and most cheeseoperations
have as much milk as they want offered to them.

F.0.B. NORTHEAST: EXTRA GRADE .2200 - .2350
USPH GRADE A .2450 - .2700
DELVD SOUTHEAST: .2400 - .2550

DRY WHEY —WEST

Pricesfor the Western whey powder range held steady while the mostly series
declined fractionally. Producer stocks are generally in better shape with
inventories ranging from tight to available. Light export sales activity is
occurring and it is expected to increase as the Chinese New Y ear celebrations
cometo an end. Contacts note that the domestic market has turned around
over the past few weeks. Central pricesare now generally running bel ow those
inthe West, which isjust the reverse of afew weeksago. Production levelsin
the West range from steady to slightly heavier.

NONHY GROSCOPIC:

.2150 - .2450 MOSTLY: .2150-.2300

ANIMAL FEED WHEY - CENTRAL

Prices are unchanged to lower and nominal on asteady to weak market. Milk
replacer suppliesare limited for thefair interest. Most trading is occurring at
thelower end of therange. Roller ground prices continue to adjust lower with
theExtraGrademarket. Contractual interest of roller groundisgood withlower
pricesincreasing theamount of inquiries. Many delactose producersreport that
supplies remain in balance for the good demand, yet buyers are reporting
purchases at adiscount. With lower whey and WPC prices, buyersaretalking
of removingtheproteinfromformul ation, especial ly with cheaper alternatives
availablelikeNew Zealand 80% WPC. Early weaned pigand North Central veal
prices are trending firm.

MILK REPLACER: .1900 - .2125
ROLLER GROUND: .2150 - .2300
DELACTOSE (Min. 20% protein): .3700 - .4300

WHEY PROTEIN CONCENTRATE - CENTRAL AND WEST

Pricesareunchanged and nominal on asteady toweak market. Tradingisvery
light with some contracts negotiated at both premium and discount prices for
theremainder of theyear. Spot|oad offersaregenerally at 2-3 centsunder the
average with some lower pricesreported aswell. Buyersare preoccupied with
the next CCC NDM offer and the abundance of 80% WPC available from
domestic and New Zealand sources. Bidsfor therecent 3,228,366 pound CCC
NDM offer aredueby 2/19/02. Demand for WPC 34% isbest for halal/kosher
product aswell as Grade A supplies. Seasonal increasesinicecream production
are alleviating some condensed supplies. However, offers of condensed into
some feed facilities are plentiful. Off grade supplies are readily available for
the very light interest.

EXTRA GRADE 34% PROTEIN: .5800 - .6800 MOSTLY: .6500 - .6650

LACTOSE - CENTRAL AND WEST

Pricesareunchanged onamostly steady market. Tradersand producerssuspect
that second quarter prices will be lower. Supplies are mixed with some firms
reportedly tight and othersshowingincreasing stocks. Premium offering prices
aretrending lower, especially into somebrokeragefirms. Productionissteady
to somewhat higher asis seasonally expected. Inquiries are being noted from
China, Vietnam, The Netherlands and Philippines. Some domestic inquiries
from pharmaceutical and candy companies are being reported yet demand is
no better thanfair. Off grade suppliesarereadily availableand trading at prices
below the range.

Including spot sales and up to 3 month contracts. Mesh size 30 - 100.

EDIBLE: .2000 - .2800 MOSTLY: .2075 -.2375

CASEIN —NATIONAL

Casein pricesaregenerally unchanged, although the market toneremainsweak.
For the most part, domestic buyers indicate that shipments are arriving as
scheduled. Most needs are being filled, with rennet in atighter position than
acid. Production in the Oceaniaregion is as scheduled. Milk handlersin the
region are quite surprised at the strength of milk production for this time of
the year, thus production of manufactured dairy products remains active.
European producers are looking toward the new production season which is
slowly resuming. Producershavemixed opinionsasto theupcoming production
season, although most anticipate minimal problems, if any, in meeting buyer
needs.

SPOT SALESAND UPTO 3MONTH CONTRACTS. PRICESARE FOREDIBLE
NONRESTRICTED AND VARY ACCORDING TO MESH SIZE ANDQUALITY.

RENNET:
ACID:

2.3500 - 2.5000
2.1800 - 2.3500

EVAPORATED MILK - NATIONAL

Pricesand the market tone are unchanged. Production levelsare moderateto
heavy as milk supplies, particularly in the eastern half of the country, are
heavier than expected for thistime of year. Producers are taking advantage
of this glut of milk to replenish inventories. Demand is seasonally slow to
occasionally fair. TheKansasCity Commodity officeannounced theissuance
of EVD-1, invitation 710inviting competitiveoffersto sell to CCC 5,140,800
pounds of evaporated milk for delivery April — June 2002. Offers are due by
9:00 am. CST, February 19, 2002.

DOLLARSPER48- 12 FLUID OUNCE CANSPER CASE DELIVERED MAJORU.S.
CITIES $19.00 - 33.00
Excluding promotional and other sales allowances. Including new price announcements.
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Month

01/30

01/31

02/01

CHICAGO MERCANTILE EXCHANGE FUTURES
Selected settling prices, (open interest), and volume 1/

02/04

02/05

02/06

02/07

02/08

02/11

02/12

CME - (CLASS111) MILK FUTURES-- Dollars per cwt.

JAN 02
FEB 02
MAR 02
APR 02
MAY 02
JUN 02
JUL 02
AUG 02
SEP 02
OCT 02
NOV 02
DEC 02
JAN 03
FEB 03

11.85 (1105) 2
11.85 (1269) 32
11.42 (1297) 40
11.65 (1280) 33
11.67 (1116) 9
12.24 (1115) 9
13.12 (1060) 14
13.28 (965) 13
13.36 (932) 13
12.76 (674) 12
12.34 (454) 13
12.10 (414) 11
11.84 (25) 0
11.90 (12) 0

11.86 (1013) 0
11.85 (1278) 19
11.44 (1304) 5
11.70 (1282) 12
11.70 (1118) 2
12.25 (1115) 4
13.13 (1060) 7
13.30 (965) 1
13.37 (933) 4
12.77 (676) 5
12.35 (456) 2
12.10 (416) 2
11.84 (25) 0
11.85 (12) 0

11.87
11.95 (1291) 15
11.46 (1293) 51
11.75 (1283) 25
11.75 (1138) 52
12.30 (1107) 91
13.19 (1046) 73
13.35 (946) 72
13.42 (922) 73
12.81 (695) 24
12.40 (452) 18
12.11 (406) 35
11.84 (26) 1
11.85 (12) 0

11.80 (1296) 20
11.42 (1282) 56
11.70 (1283) 17
11.72 (1176) 69
12.22 (1111) 13
13.14 (1072) 41
13.33 (976) 53
13.42 (942) 32
12.79 (710) 30
12.39 (452) 0
12.12 (406) 0
11.75 (26) 0
11.75 (12) 0

11.70 (1309) 56
11.15 (1280) 12
11.59 (1296) 35
11.60 (1177) 13
12.10 (1115) 11
13.10 (1092) 23
13.28 (1005) 31
13.38 (973) 33
12.72 (713) 3
12.39 (454) 4
12.12 (407) 3
11.75 (26) 1
11.75 (12) 0

11.72 (1309) 10
11.20 (1284) 15
11.59 (1311) 29
11.65 (1184) 21
12.11 (1120) 31
13.10 (1105) 26
13.28 (1027) 32
13.38 (990) 25
12.71 (713) 2
12.38 (454) 5
12.11 (408) 2
11.70 (26) 0
11.70 (12) 0

11.72 (1317) 50
11.35 (1296) 36
11.65 (1333) 40
11.67 (1198) 14
12.15 (1123) 4
13.08 (1142) 45
13.28 (1049) 22
13.37 (1033) 44
12.73 (718) 13
12.36 (453) 9
12.10 (409) 5
11.70 (27) 1
11.70 (12) 1

11.72 (1304) 6

11.27 (1298) 20
11.56 (1335) 10
11.65 (1201) 20

12.12 (1123) 4
13.06 (1142) 5
13.25 (1052) 6
13.37 (1036) 4
12.75 (718) 3
12.36 (459) 3
12.11 (412) 4
11.70 (28) 0
11.70 (12) 0

11.72 (1314) 138
11.25 (1303) 24
11.51 (1335) 49
11.65 (1223) 32
12.12 (1128) 23
13.06 (1174) 36
13.23 (1057) 6
13.37 (1044) 8
12.75 (725) 8
12.36 (466) 8
12.10 (415) 8
11.70 (28) 0
11.70 (12) 0

11.70 (1321) 42
11.18 (1308) 60
11.45 (1345) 38
11.60 (1243) 55
12.12 (1140) 43
13.05 (1189) 39
13.22 (1074) 37
13.35 (1073) 48
12.75 (738) 24
12.36 (485) 31
12.10 (430) 22
11.70 (28) 0
11.70 (12) 0

CME - CLASS IV MILK FUTURES - Dollars per cwt.

JAN 02
FEB 02
MAR 02
APR 02
MAY 02
JUN 02
JUL 02
AUG 02
SEP 02

12.00 (134) 0
11.95 (147) 0
11.99 (140) 2
12.12 (166) 17
12.23 (217) 25
12.35 (330) 42
12.40 (420) 17
12.39 (404) 18
12.44 (322) 28

12.00 (133) 0
11.90 (146) 1
11.90 (140) 1
12.00 (166) O
12.15 (217) 0
12.20 (340) 22
12.25 (439) 25
12.30 (407) 19
12.35 (336) 19

11.93
11.85 (146) 0
11.85 (136) 16
11.95 (166) O
12.10 (232) 15
12.10 (340) O
12.10 (439) 0
12.24 (407) 2
12.25 (339) 3

11.85 (146) 0
11.60 (137) 2
11.95 (171) 5
12.01(237) 5
12.10 (343) 5
12.10 (448) 10
12.24 (423) 28
12.25 (339) 0

11.80 (146) 0

11.61 (142) 5

11.85 (178) 12
11.85 (250) 23
11.90 (353) 27
11.92 (459) 21
12.05 (447) 29
12.20 (362) 32

11.79 (146) 0
11.61 (146) 12
11.75 (178) 0
11.80 (250) 0
11.80 (353) 0
11.86 (459) 0
12.00 (447) 0
12.00 (365) 3

11.79 (136) 0
11.60 (137) 0
11.75 (178) 0
11.80 (250) 0
11.80 (353) 0
11.86 (459) 0
12.00 (447) 0
12.00 (365) 0

11.74 (136) 0
11.60 (137) 0
11.75 (178) 0
11.80 (250) 0
11.80 (351) 2
11.86 (474) 15
12.00 (452) 7
12.00 (370) 5

11.74 (136) 0
11.60 (137) 5
11.75 (178) 1
11.80 (250) 1
11.85 (352) 1
11.90 (474) 5
12.05 (457) 5
12.05 (380) 10

11.73 (136) 0
11.50 (137) 0
11.70 (178) 0
11.70 (250) O
11.75 (352) 0
11.95 (474) 0
12.05 (457) 0
12.05 (380) 0

CME - BUTTER FUTURES -- Cents per pound

MAR 02
MAY 02
JUL 02
SEP 02
OCT 02

134.60 (148) 3
136.50 (59) 0
141.00 (117) O
143.00 (125) 2
143.75 (74) 2

134.30 (156) 19
136.75 (59) 4
141.00 (120) 7
143.00 (128) 8
143.75 (78) 5

133.50 (156) 1
136.00 (60) 2
139.00 (120) 0
142.00 (132) 4
143.00 (79) 2

130.00 (157) 11
132.00 (67) 10
139.00 (123) 6
140.50 (134) 2
142.00 (79) 2

128.00 (173) 18
130.50 (69) 2
134.25 (134) 13
137.00 (140) 9
138.50 (81) 3

126.50 (173) 0
129.00 (69) 0
133.00 (134) 0
135.75 (141) 1
137.00 (81) 0

126.50 (176) 5
129.00 (69) 0
133.00 (134) 0
135.75 (144) 6
137.00 (81) 0

127.25 (176) 4
129.50 (70) 4
133.00 (134) 0
135.75 (144) 0
137.00 (81) 0

127.25 (176) 0
129.00 (69) 1
133.50 (134) 0
135.75 (144) 0
137.00 (81) 0

127.50 (176) 2
130.50 (69) 1
133.50 (136) 5
136.00 (149) 5
137.00 (84) 3

CME - NONFAT DRY MILK FUTURES -- Cents per pound

JUL 02

91.20 (11) 0

91.20 (11) 0

91.20 (11) 0

91.17 (11) 0

91.15 (11) 0

91.12 (11) 0

88.62 (11) 0

88.62 (11) 0

88.62 (11) 0

88.62 (11) 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.
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INTERNATIONAL DAIRY MARKET NEWS

Information gathered February 4 - 15, 2002

Prices are U.S .$/MT, F.0.B. port.

Information gathered for this report
report may not always contain the same products and/or regions. Future reports may be included or withdrawn depending on availability of information.

is from trades, offers to sell, and secondary data. This bi-weekly
MT = metric ton = 2,204.6 pounds.

WESTERN AND EASTERN EUROPE

OVERVIEW: WESTERN EUROPE: Milk producers in Europe are now
looking toward the end of the milk quotayear and for some, adjustments will

need to be made. Early reportsindicate that overall productionis projected to
be within quota volumes with producers in countries such as Germany, The
Netherlands, Italy, and Spain having to make greater adjustmentsthan others.

Some milk handlers anticipate that they will have to pay a super levy due to
their strong production trends by the end of March. Milk volumes are quite
abundant in many European countries during the current winter season. Over
the year-end holiday period, much of the milk ended up in butter/powder and
cheese production. At the current time, milk continues to clear to butter/
powder as skim powder can now be produced for offering into intervention
March 1. Another factor being reported to help relieve milk placement
problemsistheincreaseinliquid milk demand. Many attributethe 1% increase
to stronger marketing efforts. Handlers and traders of manufactured dairy
products, especially butter/powder are indicating that a stabilizing, and in

instances, firmer tone to the market isdeveloping. Many feel that thistrend
is occurring as powder is being readied for intervention offering and thus, a
bottomtothemarket may have beenreached. IntheNetherlands, butter prices
have firmed enough to close intervention. Now producers are preparing for
PSA, which will open earlier than usual, March 1. Overall international buyer
interest remains slow and unaggressive. Some traders indicate that with a
possibleturnaroundinthe European skim powder market and a$610 per metric
ton DEIP bonusawarded for 5000 metrictonsof U.S. powder destined for Asia
and the Former Soviet Union at midweek, buyer interest might resume. Outside
of stableto slightly higher butter and skim milk powder prices, pricesfor other
manufactured dairy productsremain weak, although traders state that afirmer
tone for some products might turn the entire market in that direction.

BUTTER/BUTTEROIL: European butter pricesare steady to slightly higher.
Many traders and handlersindicate that the tone of the market has stabilized,
and ininstances, hasfirmed. Inthe Netherlands, prices haverecoveredto the
point that intervention has closed. Butter/powder production in many
European countries is on the rise as skim milk powder is being readied for
intervention offering March 1. Although intervention remains open in most
countries, current production is also being readied for PSA storage. Overall
butter demand for both international and domestic needsis slow.

82% BUTTERFAT: 1,100 - 1,250

99% BUTTERFAT: 1.300 - 1,450

SKIM MILK POWDER (SM P): The European skim milk powder market tone
isunsettled. Many tradersand handlersindicatethat the market has stabilized,
and often, opinions are indicating strength. Prices are unchanged to slightly
higher. Current productionisquiteactivewith most of the powder being readied
for intervention offering in March. Opinions remained mixed asto the total
volumethat will be offered to intervention, but most feel that early offerings
will be active. Producers and handlers feel that the opening of intervention
March 1isgiving stability and the strength to current markets. Domestic feed
demand is reported to be strong.

1.25% BUTTERFAT: 1,450 - 1,550
WHOLE MILK POWDER (WMP): Whole milk powder markets remain
weak at unchanged prices. Many producers, handlers, and traders feel that
stability might returnto thismarket inthevery near futureinlight of stability
returning to the butter/skim powder market. At thispoint, no significant new
buyer interestisbeing reported, but many tradersfeel that |ack of salesinrecent
weekswas due to aweakening market. Now that a more stable market toneis
at hand, buyer interest might change.

26% BUTTERFAT: 1,440 - 1,550

SWEET WHEY POWDER: Whey powder pricesareunchanged, althoughthe
market toneisunsettled. Theoverall toneremainsweak, althoughwithafirmer
market tone devel oping on some European manufactured dairy products, this
may direct strength to this market. Stocks of powder are reported to be
sufficient for both a domestic and international market, although European
prices remain higher than most international buyers are willing to pay.

NONHY GROSCOPIC: 500 - 600

OCEANIA

OVERVIEW: Milk production patternsin Australiaand New Zealand remain

quitepositiveinrelationshiptothetimeof theyear. Althoughweather patterns
in New Zealand have been wet, milk handlers are indicating that receipts at

plantsare not declining as sharply as anticipated dueto thelessthan favorable
conditions. InAustralia, especialy inVictoria, themajor milk producingregion
of the country, milk receipts are running heavier than last year and morein

linewith production of two years ago. Some reportsindicate that production
totalsduring December in Victoriawereinlow doubledigitswith January output

continuing strong. International buyer interest continuesto bereported asslow
and unaggressive. Most salesactivity thatisoccurringisfor regular and ongoing
buyer needs. Oceaniahandlersindicatethat they do not foresee buyer interest

to resume until abottom has been attained in the market. For the most part,
Oceania prices continue to edge lower to maintain a presence in a weak
international market. Many handlersfeel that abottom may be close at hand.

Stocks of manufactured dairy products are reported to be fully sufficient for
current and proj ected needswith uncommitted stocksbeing reported for whole
milk powder and buitter.

BUTTER: Oceaniabutter marketsremainweak aspricescontinueto edgelower.
L ower prices are occurring to remain competitivein an international market.
At thistime, international sales activity islimited and slow. Most sales that
areoccurring arefor regular and ongoing customer needs. Stocks of butter are
reported to be sufficient for current and projected needs with some additional
stocks being classified as uncommitted.

82% BUTTERFAT: 1,050 - 1,100

CHEDDAR CHEESE: Cheese markets are mixed as prices hold steady to
slightly lower. Cheese demand isthe most active manufactured dairy product
out of the Oceaniaregion at thistime. Not that there has been any new buyer
interest, but regular/ongoing sales activity is keeping cheese stocks moving at
asteady pace. For themost part, cheese productionison schedulewith current
and projected needs. Oceania producers and handlers feel comfortable with
cheese stocks in relationship with need.

39% MAXIMUM MOISTURE: 1,800 - 2,000

SKIM MILK POWDER (SMP): Skim powder marketsinthe Oceaniaregion
are weak with prices continuing to decline. Stocks of powder are reported to
be sufficient to meet current and projected needs. When possible, producers
are trying to direct milk away from butter/powder production toward other
manufactured dairy products. New sales activity remains limited, although
regular/ongoing sales continue to clear good volumes of Oceania powder.

1.25% BUTTERFAT: 1,400 - 1,575

WHOLE MILK POWDER (WM P): Whole milk powder markets are weak
as prices continue to edge lower. Oceania traders indicate that international
sales activity remains slow and unaggressive. Whole milk powder production
isquitestrong. Often milkisbeing directed toward wholemilk productionwhen
possible. Stocks of whole milk powder are readily available for current sales
with additional powder being earmarked as uncommitted.

26% BUTTERFAT: 1,400 - 1,550

Exchange rates for selected foreign currencies: FEBRUARY 11, 2002

.6288 Canadian Dollar
.5089 Argentina Peso
.1100 Mexican Peso
1.4220 British Pound
.2375 Polish Zloty

.0205 India Rupee

4206 New Zealand Dollar
.5127 Australian Dollar
.0075 Japanese Yen

.8765 Euro

To compare the value of 1 US Dollar to Mexican Pesos: (1/.1100)= 9.0909.
That is 1 US Dollar equals 9.0909 Mexican Pesos.

Source: “Wall Street Journal”

OVERVIEW: EASTERN EUROPE: Typical winter weather patterns have
prevailed in most Eastern European dairy regions. Recent milder conditions
havebeen reported which, according to producersand handlers, should easethe
stresson the milking herd. Opinionson overall milk production intheregion
are mixed hiit for the most nart. manv feel that conditions have heen less

CONTINUED: desireable in past winters. Many are looking forward to a
positive upcoming production season. Stocks of manufactured dairy products
are low, thus early in the new production season, inventories will once again
need to be established.
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FEBRUARY MILK SUPPLY AND DEMAND ESTIMATES*

Forecast milk production in 2001/02 is virtually unchanged from last month as slower rate of declinein cow numbersis offset by areduction
in the rate of growth in milk per cow. Tight heifer supplies have prevented producers from responding to relatively good returns and
increases in milk per cow have been limited by tight supplies of high-quality hay and the retention of low producing cows. The forecast
2001/02 Class 1V priceisunchanged from last month but the Class 111 price forecast islowered 5 cents. The all milk priceforecast islowered
to $13.05-$13.55 per cwit.

ltem 1999/00 2000/01 Egtimate I/ 2001/02 Projection I/
J January | February January | February
SUPPLY BILLION POUNDS
BEGINNING COMMERCIAL STOCKS 2/ 74 89 89 8.6 86
PRODUCTION 167.4 1653 165.3 1683 168.3
FARM USE 13 13 13 12 12
MARKETINGS 166.1 1640 164.0 167.1 167.1
IMPORTS 2/ 46 55 55 48 51
TOTAL COMMERCIAL SUPRLY 2/ 1782 1784 1784 180.5 180.8
USE
COMMERCIAL USE 2/ ¥ 1685 169.5 169.4 1721 1725
ENDING COMMERCIAL STOCKS 2/ 89 8.6 86 82 82
CCC NET REMOVALS:
MILKFAT BASIS 4/ 0.8 03 03 0.2 01
SKIM SOLIDSBASIS 4/ 85 6.3 6.3 38 46
DOLLARSPER CWT.
MILK PRICESY
BASIC FORMULA/CLASSIII PRICE & 9.99 1229 12.29 11.45-11.95 11.40-11.90
CLASSIV 7/ 1151 1388 13.88 11.60-12.30 11.60-12.30
ALL MILK & 1261 14.48 14.48 13.10-13.60 13.05-1355

MILLION POUNDS
CCC PRODUCT NET REMOVALS 4/

BUTTER 1 0 0 5 0
CHEESE 17 16 17 3 4
NONFAT DRY MILK 690 525 525 325 3%
DRY WHOLE MILK A4 3 3 0 0
QUARTERLY 9/ ANNUAL 9/
20021 | 200211 2002111 2001 2002
BILLION POUNDS
MILK PRODUCTION 421 437 417 1654 169.3
DOLLARSPER CWT.
ALL MILK PRICE 5/ 8/ 13051335 12251285  1250-1340 1493 12.85-1355
CLASSIII PRICE S/ 6/ 11301160 10751135  11.10-12.00 13.10 11.30-12.00
CLASSIV PRICE 5 7/ 11601190 11451205  11.70-12.60 1376 116512.35

NOTE: Totals may not add due to rounding. 1/ Marketing year beginning October 1. 2/ Milk equivalent, milkfat basis. 3/ Includes
commercial exports. 4/ Includes products exported under Dairy Export Incentive Program. 5/ Projectionsindicate arange of the averagefor
the quarter or year. 6/ Basic Formula Price (BFP) through December 31, 1999; Federal milk order Class |11 price beginning January 1, 2000. 7/
Federal milk order

Class 1V price. 8/ Milk of average fat test. Does not reflect any deductions from producers as authorized by legislation. 9/ Caendar year
basis projection.

* The World Agricultural Supply and Demand Estimates were approved by the Interagency Commodity Estimates Committee. The members
for Dairy are: Shayle Shagam, Chairperson, WAOB; John Mengel, AMS; Authur Coffing, FAS; James Miller, ERS; and Daniel Colacicco,
FSA.

SOURCE: "World Agricultural Supply and Demand Estimates," WA SDE-383, World Agricultural Outlook Board, USDA, Febraury 8, 2002.
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DECEMBER FLUID MILK SALES

During December, about 4.3 billion pounds of packaged fluid milk products were sold in Federal milk order (FMO) marketing areas and California
This was 2.2 percent lower than December 2000. On an individual product basis, sales of low fat (1%) milk increased from December 2000, while
sales of whole milk, reduced fat (2%) milk, fat-free (skim) milk, and buttermilk decreased from a year earlier. The data for both years have been
adjusted for calendar composition.

Editor’s Note Thisdataaso can befound a www.ams.usda.gov/dairy/mmos.htm.

PACKAGED SALESOF FLUID MILK PRODUCTSIN MARKETING AREAS DEFINED BY
FEDERAL MILK ORDERS AND CALIFORNIA, DECEMBER 2001, WITH COMPARISONS 1/

Sdes Change from: 3/
Product Name/ i
Marketing Area (Order Number) 2/ Dec Year to date Pr$/e|:rus Year to Date
Mil.lbs Percent
Whole Milk 4/ 1,548 18,146 -3.7 -1.7
Reduced Fat Milk (2%) 1,365 16,288 -3.1 0.0
Low Fat Milk (1%) 5/ 688 8,330 20 13
Fat-Free Milk (Skim) 629 7,727 -3.7 -2.2
Buttermilk 49 564 -25 -3.6
Total Fluid Milk Products 2/ 4,339 51,240 -2.2 -0.8
Northeast (001) 846 9,772 -2.0 -0.1
Appalachian (005) 283 3,463 -6.6 -3.2
Southeast (007) 404 4,925 -3.3 -04
Florida (006) 242 2,821 0.4 0.7
Mideast (033) 552 6,383 -39 -35
Upper Midwest (030) 375 4,374 -2.1 -0.3
Central (032) 395 4,640 -3.2 -0.1
Southwest (126) 345 4,169 -0.3 0.2
Arizona-Las Vegas (131) 108 1,243 5.0 25
Western (135) 73 889 -0.6 -0.1
Pacific Northwest (124) 185 2,182 -0.3 -0.1
Cdifornia(---) 531 6,380 -1.6 -0.9

1/ These figures are representative of the consumption of fluid milk products in Federal milk order marketing areas
and California, and represent approximately 93 percent of total fluid milk sales in the United States. 2/ Sales by
product are for all marketing areas combined. Individual marketing area data is for total fluid milk products. Tota
fluid milk products include the products listed plus miscellaneous products and eggnog. 3/ Percent changes have been
adjusted for calendar composition. 4/ Includes flavored whole milk. 5/ Includes flavored fat-reduced milk.

SOURCE: Monthly summaries of Federal Milk Order Market Statistics, AMS, USDA, and California Dairy Information Bulletin, California
Agricultural Statistics Service and Milk Stabilization Branch.
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TOTAL COW SLAUGHTER UNDER FEDERAL INSPECTION, UNITED STATES, 1999 TO 2001

(THOUSAND HEAD)

1999 2000 2001
Véek Dai r Véek Dai r ek Dai r
Endi ng Al Covs Oovxsy Endi ng Al Covs Oowsy Endi ng Al Covs Cowsy
Jan 2 90.6 40.9 Jan 1 89.9 44. 3 Jan 6 108.1 55.3
9 119.0 54.5 8 115.7 57.7 13 134.0 65.6
16 128.8 56.1 15 115.5 56. 8 20 117. 2 57.7
23 122.4 56. 6 22 111.1 52.9 27 115. 4 57.8
30 112. 6 54.3 29 104. 6 51.2 Feb 3 112.5 57.0
Feb 6 109. 4 54.7 Feb 5 102. 5 51.9 10 110.1 55.1
13 111.6 54.0 12 107. 2 54.0 17 110.7 54.5
20 105.1 52.5 19 103. 8 51.5 24 111.4 54.2
27 104.8 50. 4 26 102. 8 53.7 Mar 3 110. 3 55.7
Mar 6 107.4 51.2 Mar 4 101. 8 55.6 10 111.5 55.7
13 102.9 49.1 11 102. 2 55.1 17 110.8 55.3
20 103.5 49. 3 18 99.5 53.9 24 109. 7 54.6
27 113.5 52.3 25 101. 7 54. 6 31 109. 6 52.8
Apr 3 102. 3 47.7 Apr 1 100.0 52.3 Apr 7 102. 2 50.8
10 99.1 47. 6 8 97.5 48. 8 14 95.0 47.0
17 104. 3 48. 2 15 99.3 48. 8 21 102. 6 47.7
24 105. 2 47.1 22 97.9 47.8 28 110.7 49.3
May 1 103.1 47.2 29 98.1 46. 7 May 5 107.9 47.1
8 103. 2 44. 3 May 6 101.3 47.2 12 106. 4 47.2
15 108. 7 46. 2 13 103.1 46. 8 19 105. 8 44.8
22 112.5 47.3 20 104.0 46.5 26 109. 6 46. 3
29 111.8 45. 0 27 108. 3 47.7 Jun 2 95.0 41. 3
Jun 5 87.2 39.4 Jun 3 90.7 41. 3 9 107.1 46. 1
12 99.9 43. 4 10 105.0 46. 4 16 97.6 41. 8
19 99.3 43.9 17 101. 6 45.2 23 99.0 41. 8
26 99.8 44.0 24 102. 8 47. 3 30 109.7 45. 8
Jul 3 101.0 46.0 Jul 1 104.7 47. 4 Jul 7 88.6 37.5
10 84.7 38.9 8 75.4 37.0 14 104.1 47. 4
17 102. 2 45.9 15 103.7 48. 6 21 105. 6 45.6
24 101.8 47.6 22 99.1 48.1 28 100. 3 41.8
31 95.2 46. 6 29 92.0 45. 9 Aug 4 101. 2 42. 4
Aug 7 97.7 46.0 Aug 5 93.8 46. 1 11 98.2 43. 4
14 107.7 51.2 12 92.8 45. 8 18 106. 4 46. 7
21 108. 2 52.3 19 95.3 46. 2 25 110. 6 48.9
28 107.3 51.0 26 103. 4 50.4 Sep 1 107. 4 47. 4
Sep 4 108. 3 49.8 Sep 2 108. 7 52.1 8 91.5 43.3
11 92.8 44.5 9 89.6 45. 4 15 105. 3 47. 4
18 107. 3 49.5 16 106. 9 50.5 22 107.9 47.3
25 112.0 52. 6 23 107. 8 51.0 29 112.3 50. 2
Cct 2 111.5 51.3 30 107.1 54.2 Cct 6 111.7 49.3
9 114.2 51.3 Cet 7 109.5 52.1 13 112.1 48. 8
16 116.5 51.5 14 108. 5 51.5 20 116. 8 50.3
23 119.3 51.9 21 116. 8 55.4 27 125.7 52.5
30 124.9 55.4 28 118.2 54.1 Nov 3 125.3 51.2
Nov 6 125.2 54.0 Nov 4 118.6 54.9 10 126.5 53.7
13 127.2 55.8 11 117. 8 56. 4 17 124.3 53.7
20 125.3 55.3 18 120.9 57.2 24 96.9 42.0
27 100. 7 45. 3 25 99.8 47.7 Dec 1 120.0 54.9
Dec 4 122.0 55.5 Dec 2 126.9 60. 6 8 122.9 55.8
11 118.2 55.5 9 125.2 59.5 15 116. 3 53.6
18 112. 4 53.4 16 108.5 52.5 22 116.7 52.9
25 88.2 42.9 23 108. 4 53.6 29 82.0 37.9
30 88. 6 45.1

SOURCE: The saughter data are gathered and tabulated in a cooperative effort by the Agricultural Maketing Service, the Food Safety and Inspection Service and the National

Agricultural Statistics Service, al of USDA.
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CCC PURCHASES OF DAI RY PRCDUCTS ([ POUNDS)

FOR THE WEEK OF FEBRUARY 11 — 15, 2002 CUMULATI VE TOTALS UNCOWM TTED | NVENTCORI ES#
TOTAL CONTRACT ADJUSTED SI NCE SAVE PERI CD VEEK ENDI NG SAME PERI OD
PURCHASES ADJUSTMENTS PURCHASES 10/ 01/ 01 LAST YEAR 02/ 08/ 02 LAST YEAR
BUTTER
Bul k - 0- - 0- -0- -0- -0- - 0- -0-
Packaged - 0- - 0- -0- -0- -0- - 0- -0-
Unsal ted - 0- - 0- -0- -0- -0- - 0- -0-
TOTAL - 0- - 0- -0- -0- -0- - 0- -0-
CHEESE
Bl ock - 0- - 0- -0- -0- 3, 050, 083 - 0- -0-
Barrel - 0- - 0- -0- -0- 4,025, 276 - 0- -0-
Process - 0- - 0- -0- -0- 3, 762, 000 - 0- -0-
TOTAL - 0- - 0- -0- -0- 10, 837, 359 - 0- -0-
NONFAT DRY M LK
Nonfortified 20, 207, 494 576, 417 19, 631, 077 166, 193, 654 179, 202, 999 733, 389,000 407,461, 000
Fortified - 0- - 0- -0- -0- 26, 867, 069 38, 227, 000 37, 339, 000
TOTAL 20, 207, 494 576, 417 19, 631, 077 166, 193, 654 206, 070, 068 771,616,000 444, 800, 000

# Al though an uncommtted inventory of NDM has continued to exist for some tine, it has not been reported due to CCC s
efforts to utilize all NDM purchased under price support.

M LK EQUI VALENT, FAT SOLIDS BASI S, OF ADJUSTED PURCHASES (M LLI ON POUNDS)

M LKFAT* SKI M * M LKFAT* SKI M *

BASI S SOLI DS BASI S SOLI DS

WEEK OF FEBRUARY 11 — 15, 2002 = 4.3 228.5 COVPARABLE PERI CD I N 2001 = 2.8 146. 5

CUMULATI VE SI NCE OCTOBER 1, 2001 = 36.6 1,934.5 CUMULATI VE SAME PERI CD LAST YEAR = 145.4 2,505.9
CUMULATI VE JANUARY 1 — FEBRUARY 15, 2002 = 19.6 1,038.6 COVPARABLE CALENDAR YEAR 2001 = 28.8 1,023.3

* Factors used for Fat Solids Basis - Butter tinmes 21.80; Cheese tines 9.23; and Nonfat Dry MIk tines 0.22
**Factors used for SkimSolids Basis - Butter times 0.12; Cheese times 9.90; and Nonf at Dry MIk times 11. 64

CCC ADJUSTED PURCHASES FOR THE WEEK OF FEBRUARY 11 - 15, 2002 (POUNDS)

BUTTER CHEESE NONFAT DRY M LK
REG ON BULK PACKAGED UNSALTED BLOCK BARREL PROCESS NONFORTI FI ED FORTI FI ED
M DWEST -0- - 0- -0- - 0- -0- - 0- 2,037, 025 - 0-
WEST -0- - 0- -0- - 0- -0- - 0- 17, 209, 570 - 0-
EAST - 0- - 0- -0- - 0- - 0- - 0- 384, 482 - 0-
OCC ADJUSTED PURCHASES SI NCE 10/1/01 AND SAME PERICD LAST YEAR (POUNDS) AND M LK EQUI VALENT AS A PERCENT OF TOTAL
BUTTER CHEESE NONFAT DRY M LK M LK EQUI VALENT (%
REG ON 2001/02 2000/ 01 2001/02 2000/ 01 2001/02 2000/ 01 2001/ 02 2000/ 01
M DWEST -0- - 0- -0- 5, 757, 840 5, 249, 274 2,589, 324 3.1 37.0
WEST -0- - 0- -0- 5,039, 919 157, 855, 573 203, 480, 744 95.1 62.8
EAST - 0- - 0- -0- 39, 600 3, 088, 807 - 0- 1.8 0.2
TOTAL - 0- - 0- - 0- 10, 837, 359 166, 193, 654 206, 070, 068 100.0 100.0

SUPPORT PURCHASE PRI CES FOR DAl RY PRODUCTS PRODUCED ON OR AFTER MAY 31, 2001
MANUFACTURI NG M LK Average Test 3.67%- $9.90 per cwt.; 3.5%- $9.80
BUTTER Bul k 8548 per ound 1# Prints $.8848
CHEESE 40 &

60# Bl ocks 8er pound; 500# Barrels $1.1014; Process Arrerlcan 5# $1.1839; Process Am 2# $1.2239
NONFAT DRY M LK l\bnfortlfled $ 000 per pound; Fortified $.9100; Instant $1.0575

U S. Dairy & Total Cow Sl aughter under Federal I|nspection, by Regions, for Wek Ending 01/26/02 & Conparabl e Wek 2001

U S. TOTAL % DAIRY OF ALL
Regi ons* (000 HEAD) 1 2 3 4 5 6 7 8 9 10 WEEK SINCE JAN 1  WEEK SINCE JAN 1
2002-Dairy 0.2 0.7 6.2 4.1 19.3 2.9 0.5 1.0 13.6 2.7 51.2 214.2 47.7 46. 7
2001-Dairy 0.2 0.7 6.4 4.4 23.0 3.6 2.2 1.1 129 3.3 57.8 236. 4 50.1 49.8
2002-Al'l cows 0.2 0.8 86 12.1 29.2 13.5 15.4 6.0 15.1 6.4 107. 3 458. 4
2001-Al'l cows 0.3 0.8 8.7 14,1 32.2 14.6 18.7 5.2 14.2 6.7 115.4 474.7

SOURCE The sl aughter data are gathered and tabul ated in a cooperative effort by the Agricultural Mrketing Service, The
Food Safety and | nspection Service, and the National Agricultural Statistics Service, all of DA.
CLASS |11 (2000) AND BFP (1998-99) M LK PRICES, (3.5%BF, $/ CW. FOR COVPARI SON PURPCSES O\ILY)
YEAR JAN FEB MAR APR MAY JUN JUL AUG SEP OCT DEC
1998 13.25 13.32 12.81 12.01 10. 88 13.10 14. 77 14. 99 15. 10 16. 04 16. 84 17. 34
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
FEDERAL M LK ORDER CLASS PRI CES FOR 2001 - 2002 (3.5% BF)
CLASS JAN FEB MAR APR MAY JUN JUL AUG SEP CCT NOV DEC  JAN 2002 FEB 2002
I 1/ 13.99 11.94 12.65 13.44 14.21 14.99 15.34 15.40 15.56 15.93 15.76 11.98 11.96 11.95

| 12. 82 13. 43 14. 17 15. 10 15.72 16. 05 15. 96 15. 98 16. 24 13.53 12.78 12.61 12. 69
| 9.99 10. 27 11. 42 12. 06 13.83 15. 02 15. 46 15.55 15. 90 14. 60 11.31 11. 80 11. 87
V 12.13 12.70 13. 46 14. 41 15. 04 15. 33 14. 81 15. 06 15. 59 12. 77 11. 97 11.79 11.93
1/ Specific order differentials to be added to this base price are located at: ww.ans.usda. gov/dairy/ mb/class_prod_m|k_conmp_pr.htm




