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NATIONAL DAIRY MARKET AT A GLANCE

CHICAGOMERCANTILEEXCHANGE (CME) CASH MARKET S(1/09):
BUTTER: GradeAA closedat $1.3925. Theweekly averagefor GradeAA is$1.3925
(+.1175).

CHEESE: Barrelsclosedat $1.2550and blocksat $1.3000. Theweekly averagefor barrels
is$1.2510(+.0160) and blocks, $1.3030 (+.0013).

BUTTER: Thecashbutter pricefirmedsharply early intheweek, muchtothesurprise
of many producersandhandlers. Butter production over thetwo holiday weekswasvery
activeand creamwasreadily availablefrom coast to coast. Inmostinstances, churning
activity surpassed demandthussurplusholiday productionenteredwarehouses. Churning
activity thisweek islighter. Overall demandisfair at best asmany buyerscontinueto
assesstheir holiday carry over inventory beforere-enteringthemarket. Ordersthat arebeing
placed, arefor short termor immediateneeds. Somebuyersaredelaying placing orders
inhopesof lower prices. Latelast week, theK ansas City Commodity officeannounced
thesaleof 6,171,478 pounds of government owned butter at $1.3000 per pound.

CHEESE: Thecheesemarketisunsettledtowesk. Contractsforthefull DEIPcheese
export volumeof 3,030 metrictons(MT) (6,679,000 pounds) werefilled on January 7.
For thefirsttimeunder theC.W.T. (farmer financed) export program, acontract toexport
18MT (40,000 pounds) of cheddar, of the30million pound goa wasannounced. Demand
isuneven, goodfor somenatura packagersthoughjustfairfor others. Extracheeseproduced
duringtheholiday periodisavailable. Early January productionislighter. Cumulative
January —November 2003 U.S. cheddar cheeseproductiontotal s2.527 billion pounds,
down 73.4 million pounds (-2.8%) from the same period in 2002. Total cheese output
during 2003 total s 7.883 billion pounds, up 30.9 million pounds (0.4%) from the same
periodin 2002.

FLUIDMILK: Milk production patternsacrossthecountry arebasically following
trendsof recent weeks. Inthe Southeast, milk output isshowing signsof increases, but
isholding steady inthe Northeast. IntheCentral part of the county, mild temperatures
latelast weeksweredispelled quickly early thisweek astemperaturesfell below zeroin
many northern partsof theregion. Inmany areas, thefirst measurablesnowfall occurred
over thepast week. At thispoint, themilking herd appearsto not beadversely affected
and milk volumesareincreasing slightly. Inthe Southwest, milk volumesareholding
steady at seasonal levels. IntheNorthwest, adverseweather conditionsareimpactingmilk
productionandtransportationlogistics. InthePacific Northwest, moisturecontinuesto
fall withtemperaturesbeing thedecidingfactor onhow badthingsare. Inldahoand Utah,
snow and cold temperaturesarevery common, with producersand handl ersattributing
dlight declinesinoutput tothecoldtemperatures. Milk volumesover therecent holiday
periodwereheavy, thusdivers onsto manufacturing acrossthecountry wereheavy. Last
week end, bottlersfrom coast to coast resumed school bottling schedulesthus greatly
reducing the volume of milk looking for manufacturing capacity. Cream marketsare
returning to morenormal buying patternsfollowing theyear end. Churning activity is
lower, althoughmany producersindicatethat surpluscream offeringscontinue.

DRY PRODUCTS: Inmany manufacturing plantsacrossthecountry, plant managers
continueto make production adjustmentsfollowing theholidaysof thepast twoweeks.
Milk volumesto manufacturing were heavy, but now are easing as school bottling and
Classl| product production resumes. During theholidays, nonfat dry milk production
wasvery activewithmany driersoperating at near capacity levels. Heavy stockswere

generatedwhichdidnot clear commercia marketsthuspowder wasofferedto CCCfrom
Eastern and Western producers. Thiswas the first Eastern offering since July 2003.
Buttermilk powder marketsaregenerally steady. Production of condensed buttermilkis
higher duetoincreased churning activity at somelocations. Whey powder marketsare
steady toweak with pricesunchangedtoslightly lower. Tradeactivity islight asbuyers
and sellersadjust to market and inventory conditionsafter theholidays. Whey protein
marketsareweak with pricesunchangedtolower. Tradeactivity islight, althoughmore
activethanrecent weeks. Offeringsarenoted from both Central and Westernsuppliers.

CCC: Duringtheperiod of January 1- 9, the CCC net purchasestotal 16,495,347
poundsof nonfortified NDM. Western offeringstotal ed 16,233,016 poundswhileEastern
producersoffered 262,331 pounds.

DECEMBERDAIRY PRODUCTSHIGHLIGHTS(NASS): Butter production
was88.1 million poundsduring November, 15.2% lessthan November 2002 and 9.2%
bel ow October 2003. Americantypecheeseproductiontotaled 293.6 million pounds, 0.3%
bel ow last November and 3.6%| ower than October 2003. Total cheeseoutput (excluding
cottagecheese) was718.2million pounds, 1.0% bel ow November 2002 and 3.1%bel ow
last month. Current monthly dry dairy product output and thecompari sonto November
2002areasfollows: Humanfood NDM, 102.4 million pounds, up 3.3%; dry wholemilk
4.8 million pounds, 40.7% higher; dry buttermilk 3.3 million pounds, down 7.3%; and
human food quality dry whey 76.9 million pounds, down 10.5%.

DECEMBERAGRICUTURAL PRICESHIGHLIGHTS(NASS): Theindex
of pricespaidby farmersfor commoditiesand services, interest, taxes, and wageratesin
December 2003 wasunchanged at 130. Compared with December 2002, theindex was
up5points(4.0%). Theindex of pricesreceived by farmersfor dairy productsdeclined
6 point duringthemonth of December 2003to 105. Compared with December 2002, the
index wasup 14 points(15.4%). Pricesreceived by farmersin December with changes
fromNovember were: for All Milk, $13.70, down $.80; Fluid GradeMilk, $13.70, down
$.80; and for Manufacturing Grade Milk, $12.70, down $1.10.

NOVEMBERFLUIDMILK SALES(DAIRY PROGRAMS): DuringNovember,
about 4.5billion poundsof packaged fluid milk productsisestimated to havebeen sold
intheUnited States. Thiswas5.1%lower thanNovember 2002. After adjustingfor calendar
composition, salesin November 2003 were 1.6% lower than November 2002. On an
individual product basis, after adjustingfor calendar composition, salesof flavoredfat-
reduced milk increased from November 2002, whilesalesof wholemilk, flavoredwhole
milk, reducedfat (2%) milk, lowfat (1%6) milk, fat-free(skim) milk, andbuttermilk decreased
fromayear earlier.

DIEPINVITATIONSISSUEDANDFILLED (FAS): OnMonday January 5,FAS
issuedinvitationsfor 45,468 M T (100,238,752 pounds) of nonfat dry milk and 3,030MT
(6,679,938 pounds) of cheese. By January 7, invitationsfor both productswerefilled. For
thenonfat milk, bonusesranged $38.21- $40.00per M T with destinationsbeing Caribbean,
Central and South Americaand Asiaand Former Soviet Union. Thecheesebonuswas
$395.00 per M T with product destined for Caribbean, Central and South America. The
stagetwo powder and cheeseallocationsfill theprogram-year alocationsfor theseproducts.
Theadlocationfor butterfat announcedin stageoneremainsin placeandleavesabalance
forfuture, possibleall ocations.
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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
JANUARY 5 JANUARY 6 JANUARY 7 JANUARY 8 JANUARY CHANGE* | AVERAGE#
CHEESE
BARRELS $1.2350 $1.2550 $1.2550 $1.2550 $1.2550 $1.2510
(N.C.) (+.0200) (N.C.) (N.C.) (N.C.) (+.0200) (+.0160)
40# BLOCKS $1.3050 $1.3050 $1.3025 $1.3025 $1.3000 $1.3030
(N.C.) (N.C.) (-.0025) (N.C.) (-.0025) (-.0050) (+.0013)
BUTTER
GRADE AA $1.3900 | -eee- $1.3950 |  ---e- $1.3925 $1.3925
(+.1150) (+.0050) (-.0025) (+.1175) (+.1175)

*Sum of daily changes. #Weekly averagesare simpleaverages of thedaily closing pricesfor the calendar week. Computed by Dairy Market Newsfor informational purposes. Thisdataisavailable
onthelnternetat WWW.AMS.USDA.GOV/MARKETNEWSHTM (NOTE: TheNDM daily/weekly pricesar er epor ted herewhen changesoccur. TheExtraGradepriceis$.8400and Grade
A priceis$.8400. NDM information remainsavailableat theaboveinternet address.)) The CME will beclosed on Monday, January 19th, in observanceof Martin Luther King, Jr. Day.
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CHICAGO MERCANTILE EXCHANGE

MONDAY, JANUARY 5, 2004

CHEESE — SALES: 1 CAR BARRELS @ $1.2350; 3 CARS 40# BLOCKS @ $1.3050; BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE

BUTTER — SALES: 28 CARS GRADE AA: 1 @ $1.2850, 1 @ $1.2825, 2 @ $1.2875, 2 @ $1.3750, 2 @ $1.3850, 1 @ $1.3875, 1 @ $1.3900, 2 @ $1.3950,
3 @ $1.4000, 1 @ $1.3775, 1 @ $1.3800, 1 @ $1.3850, 1 @ $1.3950, 1 @ $1.3850, 1 @ $1.3750, 1 @ $1.3850, 1 @ $1.3900, 1 @ $1.3800, 1 @ $1.3900, 1
@ $1.3700, 1 @ $1.3800, 1 @ $1.3900; BIDS UNFILLED: 15 CARS GRADE AA: 2 @ $1.3500, 2 @ $1.3175,2 @ $1.2900, 5 @ $1.2850, 1 @ $1.2825, 1 @ $1.2800,
1 @ $1.2775, 1 @ $1.2750; OFFERS UNCOVERED: 1 CAR GRADE AA @ $1.3900

TUESDAY, JANUARY 6, 2004

CHEESE — SALES: 3 CARS 40# BLOCKS @ $1.3050; BIDS UNFILLED: 1 CAR BARRELS @ $1.2550; OFFERS UNCOVERED: 3 CARS 40# BLOCKS @ $1.3050

WEDNESDAY, JANUARY 7, 2004

CHEESE — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 3 CARS 40# BLOCKS: 1 @ $1.3025, 2 @ $1.3050 :
BUTTER — SALES: 7 CARS GRADE AA: 1 @ $1.3850, 2 @ $1.3900, 1 @ $1.3925, 1 @ $1.3900, 1 @ $1.3925, 1 @ $1.3950; BIDS UNFILLED: 2 CARS GRADE

AA @ $1.3500; OFFERS UNCOVERED: 1 CAR GRADE AA @ $1.4000

THURSDAY, JANUARY 8, 2004

CHEESE — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 2 CARS BARRELS: 1 @ $1.2550, 1 @ $1.2600; 3 CARS 40# BLOCKS @ $1.3025

FRIDAY, JANUARY 9, 2004

CHEESE — SALES: 2 CARS 40# BLOCKS @ $1.3000; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 2 CARS BARRELS @ $1.2550; 3 CARS 40# BLOCKS

@ $1.3025

BUTTER — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 8 CARS GRADE AA: 1 @ $1.3925, 2 @ $1.3950, 2 @ $1.4000, 3 @ $1.4050

BUTTER MARKETS

NOVEMBERBUTTER PRODUCTION

During November 2003, butter production in the United States totaled 88.1
million pounds, 15.2% less than November 2002 and 9.2% less than October
2003. The following are November to November changes for various states:
CA+6.2%, NY -5.5%, PA -35.4%, and WI -26.6%.

NORTHEAST

Themarket toneisunsettled. After the Christmasweek when pricesat the CME
fell and the sharply heavier production last week, the cash price for butter
jumped 11.5 cents during the first trading session of 2004. To say the least,
many were surprised by this sudden up-turn in the price. Churning activity
has eased from last week’ slevel, but cream volumes are still long. Demand for
butter appearsto befollowing typical seasonal patterns. Usersand retail outlets
are clearing their stocks before re-entering the market. Food service ordersare
also slower. However, during the January 5 trading, nearly two-thirds of the
28 sales were based on bids. Sales of bulk butter f.0.b. East, are reported in a
range of flat market to 7.5 cents over the CME price/average.
CENTRAL

The butter market is firm price wise, although many producers and handlers
question the firmness. Churning activity over the past holiday period was
reported asheavy asvolumes of surplus cream became availablefrom local and
out of areasources. Inmostinstances, butter producerswel comed the additional
cream offerings with butter stocks not needed for immediate demand entering
warehouses. Overall butter suppliesarereadily availablefor current, fair at best,

buyer interest. Butter demand during thisfirst week of the year isnot overly
aggressive. Most buyers were still reviewing their carryover inventories
before re-entering the market. Some buyers are also delaying placing new
ordersin hopes of lower prices. Retail ordersare basically for fill-in or short
term needs. Food service orders are fair at best. Bulk butter for spot saleis
availableandisbeingreportedintheflat - 2 centsper pound rangeover various
pricing basis.

WEST

Contacts are surprised and some are upset with the major price move (+11.5
cents) noted on January 5. They felt the price move that occurred before
Christmas was justified based on the market situation, but they don’t see any
reason for thismove. Butter production over the two holiday weekswasvery
heavy and cream was readily available. Churning has slowed this week, but
so hasdemand. CME weekly storage stocksincreased by 4.9 million pounds,
which is afaster rate than noted last year. Stocks now stand at 61.0 million
pounds, 32.9 million pounds less than last year. U.S. butter production in
November totaled 88.1 million pounds, down 15.2% from last year and down
9.2% from last month. Cumulative output for the first 11 months of the year
totals 1.13 billion pounds, down 8.3% or 102.2 million poundsfrom last year.
That averages out to 2.1 million pounds less butter produced every week this
year compared to last year. November output in the Western region was42.0
million pounds, up 0.5% from ayear earlier. The West produced 48% of U.S.
butter in November. Current pricesfor bulk butter range from flat market to
3 1/2 cents under the market based on the CM E with varioustime frames and
averages.

NASS DAIRY PRODUCT PRICES

U.S. AVERAGES AND TOTAL POUNDS

CHEESE
40# BLOCKS BARRELS
WEEK ENDING 38% MOISTURE
JANUARY 3 1.3244 1.2798
7,984,677 9,301,563

NDM BUTTER DRY WHEY
0.8073 1.2867 0.1852
20,582,640 2,527,165 7,960,825

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

Prices are lower for process and most natural items. The market tone
isweak, Cheeseproductionislighter inthe East asClass| facilitiestake
more milk and surplus milk volumes are lighter. During the holidays,
producers did step up output to clear al the milk that was available in
the East. Cheese offerings are more than adequate for current needs.
Retail salesare slowing after the holidays and many storesare working
off their stocks before re-entering the market. Food service orders are
holding up fairly well.

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

Cheddar 10#Prints 1.3675-1.8725
Cheddar SingleDaisies 1.3250-1.7900
Cheddar 40#Block 1.4425-1.6900
Process5# L oaf 1.4450-1.6450
Process5#Sliced 1.4650-1.7000
Muenster 1.5400-1.7225
Grade A SwissCuts 10 - 14# 2.3500-2.5500

MIDWEST

The cheese market is unsettled. Concern continues to be expressed
over BSE and its possible affect on overall cheese (dairy) demand and
beef (cheeseburger) sales. Demand is uneven early in 2004. Buyers
that held back orders until January are making fill-in purchases.
Processdemand issteady tojust slightly improved. Someimprovement
is noted for processing solids for some sellers, though still sluggish
for others. Natural demand is spotty, packaged movement ranges from
fair to good, best where promotional activities are in the works for
January or Super Bowl events. Mozzarellainterest is steady to lighter.
Buyer comments continue that plant operators are not willing to
speculate by making cheese without a committed order. Cheese
production was heavier during the year-end holiday period and extra
volumes of cheese are available from some plants. Plant schedules
have returned to near pre-holiday levels as schools reopen in the New
Year.

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

ProcessAmerican5# L oaf 1.4150-1.7600
Brick And/Or Muenster 5# 1.7700-1.9600
Cheddar 40#Block 1.6575-2.1150
Monterey Jack 10# 1.8400-2.1150
Blue5# 2.0550-2.4800
Mozzarella5 - 6# (Low Moisture, Part Skim) 1.6025-2.2150
Grade A SwissCuts6 - 9# 2.0000-2.6850

WEEKLY COLD STORAGEHOLDINGS-SELECTED STORAGE CENTERS
IN THOUSAND POUNDS - INCLUDING GOVERNMENT STOCKS

BUTTER : CHEESE

131,140

01/05/04 36,397

12/01/03 41,424 : 123,592
CHANGE -5,027 7,548
% CHANGE -12 6

WEST

Weekly average prices for both barrels and blocks fell last week at the
CME. The market seems to be more stable with even some additional
support noted. Good orders are noted this first full week in the new
year. Buyersare interested in natural cheese as well as many types of
processing solidsif the pricesareright. Firmsarelining up the cheese
that they need to cover Super Bow! orders and to replace cheese that
cleared out over the end of the year holidays. Cheese production was
heavier these past two weeks as was expected to be the case.
Generdly, it was not heavy enough to cause inventory concerns.
November U.S. American type cheese production was slightly below
last year and Italian type cheese output was 2.0% less than in 2002.
Total cheese output was 718.2 million pounds, down 1.0% from last
year. Cumulative total cheese output for the first eleven months of the
year was 7.88 hillion pounds, up 0.4% from the same period last year.
That is an increase of 30.9 million pounds. Output in the Western
region in November totals 292.9 million pounds up 5.4% from a year
earlier. The Western region produced 41% of total U.S. cheese in
November. U.S. Swiss output was 22.3 million pounds in November,
up 2.6% from November 2002.

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

Process5#L oaf 1.3825-1.6425
Cheddar 40#Block 1.4325-1.7825
Cheddar 10# Cuts 1.6125-1.8325
Monterey Jack 10# 1.6225-1.7825
Grade A SwissCuts6 - 9# 2.2500-2.4600

FOREIGN

Prices range from steady to fractionally lower. The market tone is
mostly steady. However, with the U.S. Dollar continuing to weaken
against the Euro, importers are, in essence, loosing buying power and
prices for imported cheeses may increase. Stocks of most types of
cheese are adequate for the slow to fair demand.

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 2.6400-3.7200 : 1.6625-3.1525*
Gorgonzola : 3.6900-5.9400 : 2.1800-2.4900*
Parmesan (Italy) : TFEWR : 3.0725-3.1625*
Romano (Italy) 1 2.1000-3.1500 : -0-
Provolone (Italy) : 3.4400-5.5000 : 1.6700-1.8975*
Romano (Cows Milk) : -0- : 2.8600-5.0325*
Sardo Romano (Argentine) 1 2.8500-3.2900 : -0-
Reggianito (Argentine) : 2.6900-3.2900 -0-
Jarlsberg-(Brand) : 2.7500-3.7900 -0-
Swiss Cuts Switzerland : -0- 2.3500-2.5500
Swiss Cuts Finnish 1 2.5900-2.8500 -0-
Swiss Cuts Austrian : TFEWR -0-
Edam

2 Pound . TFEWR -0-

4 Pound 1 2.1900-3.2500 -0-
Gouda, Large TFEWR -0-
Gouda, Baby ($/Dozen) : :

10 Ounce 1 27.8000-31.7000 : -0-

* = Pricechange.
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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 0 63 0 0 0 27
SOUTHEAST STATES 0 0 0 0 0 0

EDITOR’'SNOTE: Dueto changesin milk supply agreements, milk import/export totals
are not directly comparable to year ago figures and to shipments prior to April 1, 2003.

The following are the December 2003 Class and component prices under the
Federal Milk Order pricing system: Class |1 $11.30 (up $0.31 from November),
Class |11 $11.87 (down $1.60); and Class IV $10.52 (up $0.22). Thefollowing
are the product price averages used in computing Class prices: butter $1.2557,
NDM $0.8070, cheese $1.3260, and dry whey $0.1941. The Class Il butterfat
priceis$1.3758 and the Class I 11/IV butterfat priceis $1.3688. Milk production
isshowingdefinitesignsof increasinginthe Southeast, butitisholdingfairly steady
inthe Northeast. Contacts in the Southeast report that some farm-milk haulers
areaddingtruckstotheir routesto handletheincreasingvolumes. TheNortheast's
extremely cold temperatures thisweek are causing some problems, but handled
easily. Fluid milk suppliesremainlong, but they are getting back to moretypical
levelsnow that school sareback in session. Milk suppliersreport typical patterns
of bottlers adding loads to their orders while they refill the pipelines with these
"add on" loads. Bottlersdon’t want to taketoo much milk. However, they don’'t
want to be caught short. So, every time schools reopen, bottlers place awave of
heavy ordersfollowed shortly by alarge number of cancellations. Florida sneed
for milk isbouncing back, but handlers still shipped surplus milk out of state for
manufacturing. Surplus milk volumesare easing from the holiday period. Most
manufacturing plantswere caught up with their holiday milk early thisweek and
productionschedul esarebeing adjusted accordingly. Thecondensed skimmarket
ismostly steady and pricesareunchanged tolower. Demandisfair and offerings
have decreased now that the holiday periodispast. Thefluid cream marketisnot
as weak, but has only partially recovered to pre-holiday levels. Offerings are
lighter now that many Class || users are back on line, but suppliesaresstill long.
Althoughfewer loadsarereported, creamisstill movingto butter producersinthe
East and Midwest. The spot cream prices are mixed. The CME butter average
didloose?2 centslast week, but multiplesarebeing " bumped" up now that demand
isrebounding. Somebuyers, particularly butter makers, arebuying withtheprice
based on the CME price, date-of-shipment or date-of-delivery. However, with
the CME’ sJanuary 5, butter pricejumping 11.5 cents, some cream buyersarere-
thinking these particular methods. More ice cream plants are back on line this
week and their intakes of cream and condensed skim arewel comed by suppliers.
The aforementioned jump in the butter price may impact ice cream producers
spot cream purchases until that market settlesdown. Churning activity islighter
at most plants, but several operations continue to run their churns daily.

FLUID CREAM AND CONDENSED SKIM PRICESIN TANKLOT QUANTITIES

SPOT PRICESOF CLASSII CREAM, $PERLB BUTTERFAT

F.O.B. ProbuciNGg PLANTS: NORTHEAST 1.5045-1.7213

DELIVERED EQUIVALENT ATLANTA - 1.5428-1.7595 M 1.6320-1.7085
F.O.B. PropucinG PLANTS: UPPER MIDWEST - 1.6320-1.8765

PRICES OF CONDENSED SKIM, $ PER LB WET SOLIDS

F.O.B. PRODUCING PLANTS:

NORTHEAST- CLASS Il - INCLUDES MONTHLY FORMULA PRICES - .8700- .9300

NoRTHEAST- CLASs |1 - sPOT PRICES - .9500-1.0400

MIDWEST

Class| demand rebounded from holiday reduced level sthefirst few daysof 2004
with bottlers pulling heavy from suppliers in preparation for the reopening of
schools. Some difficulty was reported by a couple suppliers trying to find last
minute trucks/truckers for weekend deliveries. Retail feature activity was also
stimulating fluid movement in some areas. Also, an early week winter storm
stimulated retail sales as consumers stocked up on food staples such as milk.
Manufacturing scheduleswereheavy duringtheholidaysandreturnedtonear pre-
holiday levelsearly intheweek. Some plant manufacturing problems, including
theboiler explosion at oneWisconsin plant, seemed to cause schedulestogo awry

morethan usual and cause problemsfor somemilk handlersindisposing of holiday
surplusvolumes. Reported holiday manufacturing milk pricesrangefrom $10.50
or $1.50 net under classover the holiday period to $0.75to $1.00 over class after
the holiday weekend. Cream demand has improved with ice cream operations
starting upin 2004. A few sellers bumped prices by using the daily cash market
butter close at the Chicago Mercantile Exchange rather than using the weekly
average. Condensed skiminterest hasal soimprovedinJanuary. Loadsof surplus
creamand condensed skimwereshi pped greater distancesthanusual over theyear-
end holiday seasonincluding several loadsof condensed fromthewestern side of
theregion shippedtoldahofor processing. Milkintakesaresteady tojust slightly
higher seasonally. Temperaturesvaried frominthe 50’ slate last week to below
zero at midweek.

WISCONSIN LIVESTOCK AUCTIONS (PER CWT.)
DEC 30-JAN 7 PREVIOUS YEAR
SLAUGHTER COWS $ 42.00- 49.00 N.A.
REPLACEMENT HEIFER CALVES $270.00-500.00 N.A.

SOUTH ST. PAUL TERMINAL AUCTION MARKET (PER CWT.)
DEC 30-JAN 7 PREVIOUS YEAR

SLAUGHTER COWS $45.00- 51.00  $ 35.00- 41.00

WEST

The December 4a price (butter/powder) in CALIFORNIA is $10.45, up $0.37
from both November 2003 and December 2002. This compares to the Federal
Order Class 1V price for December at $10.52. The December 4b price (cheese)
is $11.61, down $0.89 from November but $2.18 higher than last year. This
compares to the Federal Order Class Il price for December at $11.87.
CALIFORNIA processing plantsweremostly full last week asmilk suppliesbacked
up. Theextended holiday "4 day" weekends, smaller plantstaking downdays, and
lower bottled milk needs, pushed moremilk on processorsinthestate. Generaly,
plants were running well throughout the state. At least one plant was down
unexpectedly for awhile. Thereturn of bottling milk ordersas school needsand
home buying pattern resumed is helping milk handling return to normal. Milk
production is holding mostly steady at the farm level across most of the state.
Production per cow issaidtobelaggingayear ago. Northernmilk producingareas
areseeing milk volumeslower thanayear ago and continuetobebel ow projections.
Therecent winter storms have made somelocal areaswet and muddy. Volumes
are steady to sightly higher inthe Central Valley with solidsincreasing. Milkis
steady inthe South. ARIZONA milk suppliesareholding mostly steady. Weather
conditionsarecool er and not affecting milk production. Processingwasdeclining
thisweek asbottlingincreased and milk that wasbeing handled for othersdeclined.
Western CREAM markets were returning to more normal buying patterns
following theyear end. Contactsnoted that cream wasnever distress priced over
the holidays. Butter churning was heavy to process cream. The CME butter
market pushed unexpectedly higher this week and stood at $1.3950. Multiples
and overages returned to pre holiday levels and traded around the range of 112
t0 128, FOB, depending on class usage and basing point. Continued stormsover
the PACIFICNORTHWEST arehaving animpact onmilk production at thefarm
level andtransportationissues. Moisturecontinuestofall withtemperaturesbeing
thedecidingfactor onhow badthingsare. Someadded stressisnoted onthemilking
herdandthatisbringing down output slightly. Trucksarehaving problemsbecause
of iceand closed passesdueto snow. Probably no milk hasbeenlost, but milk has
to take longer routes or go to different processing facilities. The milk flow at
processing plantshasdeclined fromtheholiday period. The December hay price
survey indicates that prices for the U.S. are down about $12/ton from last year
and stand at $87.90. The majority of Western States surveyed report prices as
being lower, sometimesby asmuch asalmost $30. Demand for hay ispicking up
aswinter conditionsworsen, but stocksavailable should be sufficient tolast until
new crop hay isavailable. INUTAH and IDAHO the problemsare snow and cold
temperatures. Some contacts are reporting that patron milk is off somewhat due
tothecold temperatures. Somemilk procurement problems have been noted, but
they havegenerally had aminimal impact. Milk suppliesseemtobeinrelatively
close balance for this time of the year. Heifer and cattle salesin the region in
January arealittlesofter than notedin December, but not by that much considering
the uncertainty caused by the BSE cow in Washington state.
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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: Prices are unchanged on a mostly steady market. Spot trade
activity is light as buyers and sellers familiarize themselves with current
inventories after the holiday season. Most movement is occurring on a
contractual basis without delay. Demand for instantized NDM is reportedly
good. Production is seasonally higher but less than anticipated. As school
sessions resume during the course of the next few weeks, NDM production is
expected to decrease. However, increased supplies of NDM from CCC cheese
and pudding exchanges are anticipated to encourage steady NDM prices.
Condensed skim production is steady to higher for the good interest.

EAST: Prices and the market tone are mostly steady. Surplus milk volumes
remain relatively heavy and some dryers continue to operate on moderate to
heavy schedules. However, this week’s cold weather in the Northeast has caused
some plants to experience natural gas supply interruptions. Demand for
condensed skim is improved now that users are back on line after the holidays.
Producer stocks are increasing, not much of the new production is spoken for.
Demand for NDM ranges from steady to improved. For the first time since
July 2003, Eastern NDM was offered to CCC. This marks a sharp departure
from the tight supplies of NDM seen in the East during the later third of 2003.
As of January 7, the second stage of the DEIP allocations has been filled. (See
summary at bottom of page)

DAIRY PRODUCTS: Production of human food, nonfat dry milk during
November 2003 totaled 102.4 million pounds, up 3.3% from November 2002
and 3.4% above October 2003. Month ending stocks, at 74.1 million pounds,
are 0.3% above a year ago and 6.9% higher than last month.

F.O.B. CENTRAL/EAST: IncludesEXTRA GRADE and GRADE A
LOW/MEDIUM HEAT: .8000 - .8700 MOSTLY: .8300 - .8550
HIGHHEAT: .8500 - .9450

NONFAT DRY MILK - WEST

Low/medium heat prices are lower in light trading. Some pricing adjustments
were made at the start of the month. The market tone tends to be weak. Heavy
production occurred over the year end as surplus milk was handled at balancing
plants and dryers were running near capacity. Drying levelswere lower thisweek
as milk returned to normal channels. Heavy offers are clearing to the CCC to
move stocks. The USDA’s CCC announced on January 7 that the bids totaling
45,468 MT (100.1 million pounds) of NDM were accepted under DEIP.
Delivery periods extend through September 30. These bids fill the remaining
DIEP balance for NDM. During the period of December 24-31, CCC net
purchases totaled 18.2 million pounds from the West. During calendar year
2003, CCC nonfat dry milk purchases totaled 635.5 million pounds from al
regions. High heat NDM prices in the region are lower, reflecting some slight
changes. The market tone is steady and product is moving as expected through
normal channels. Demand is light to fair seasonally with accounts taking
expected contracted volumes. Spot interest is limited. Stocks are mostly light.
U.S. NDM production in November totaled 102.4 million pounds, up 3.3% from
last year and 3.4% higher than October. Year through November cumulative
U.S. production is 5.4% lower than last year. November production in the
Western region totaled 84.8 million pounds, up 3.3% from last year, and
represents 83% of the U.S. production. Western states' production levels with
comparisons to last year are: Cdlifornia, 59.2 million pounds, +5.4%; and |daho,
4.0 million pounds, -16.4%. U.S. manufacturers stocks at the end of November
were reported at 74.1 million pounds, up 0.3% from last year and 6.9% more
than last month.

F.O.B. WEST: IncludesEXTRA GRADE and GRADE A
LOW/MEDIUM HEAT: 7950 - .8825 MOSTLY: .8000 - .8100

HIGHHEAT: .8350 - .8500

CALIFORNIA MANUFACTURING PLANTS-NDM
WEEK ENDING PRICE TOTAL SALES SALES TO CCC
January 2 $.8044 12,089,227 6,406,283
December 26 $.8020 11,115,071 7,446,543

Prices are weighted averages for Extra Grade and Grade A Nonfat Dry Milk,
f.o.b. Cdifornia manufacturing plants. Prices for both periods were influenced
by effects of long-term contract sales. Total sales (pounds) include salesto CCC.
Compiled by Dairy Marketing Branch, California Department of Food and
Agriculture.

DRY BUTTERMILK -CENTRAL

Prices are unchanged to lower and nominal on a steady to weak market. Spot
activity is mixed. At some locations, supplies are tight and movement is limited
to less than trucklot loads. At other locations, producers report building
inventories and lackluster interest despite the strong demand reported prior to
the holidays. Production of condensed buttermilk is higher due to increased
churn activity at some locations. Some plants are drying buttermilk whereas
others are selling condensed buttermilk to resellers that are drying buttermilk
for possible sale later in the year. Production of dry buttermilk during November
2003 totaled 3.3 million pounds, 7.3% less than November 2002 and 7.0%
below October 2003. Month ending stocks, at 2.3 million pounds, are 59.3%
below a year ago but 9.5% more than October 2003.

F.O.B. CENTRAL: .9350 - .9700

DRY BUTTERMILK - NORTHEAST AND SOUTHEAST

Prices are unchanged and the Northeastern prices remain nominal. Production
has eased this week as cream volumes are not as excessive as they were during
the holidays. Spot trading activity is limited as most producers are clearing their
powder and liquid buttermilk under contracts. Demand is slow to fair. Dry
buttermilk production during November 2003 totaled 3.3 million pounds, down
7.3% from last November and 7.0% less than October 2003. Month ending
stocks, at 2.3 million pounds, are 59.3% less than last year but 9.5% more than
a month ago.

F.0.B. NORTHEAST:
DELVD SOUTHEAST:

.8400 - .8500
.8800 - .9000

DRY BUTTERMILK -WEST

Western dry buttermilk prices are unchanged. The market tone is slightly
unsettled as more powder is available from producers than has been for quite
some time. The increased spot offerings follow heavier butter production over
the last few weeks. Buttermilk production is again slowing as butter plants
produce less. Buying interest is generally light and some seasonal interest has
ceased. Overal, stock levels are limited. U.S. dry buttermilk production in
November totaled 3.3 million pounds, down 7.3% from last year and 7.0% lower
than October. Stocks at the end of November were reported at 2.3 million
pounds, 59.3% less than last year.

F.O.B. WEST: .8500 - .8800 MOSTLY: .8500 - .8700
DRY WHOLEMILK - NATIONAL

Prices are mostly unchanged and nomina. The market tone is little changed
from past weeks. Production levels are light to moderate. Demand is fair and
mostly contractual. Producer stocks are closely balanced. Dry whole milk
production during November 2003 totaled 4.8 million pounds, up 40.7% from
last November and 68.7% more than October 2003. Month ending stocks are
not reported for this product.

F.O0.B. PRODUCING PLANT:

1.0750 - 1.2200

DEIP BID ACCEPTANCE SUMMARY

JULY 1, 2003 TO JANUARY 9, 2004
WITH CHANGES FROM PREVIOUS REPORT

NONFAT DRY MILK —- 68,201 MT (150,355,925 LBYS)
CHANGE —- 45,468 MT(100,238,752 LBS)
CHEESE — 3,030 MT (6,679,938 LBS)
CHANGE —- 3,030 MT (6,679,938 LBS)

Allocations for the DEIP year beginning July 1, 2003, were announced on
August 15 and total 68,201 MT of NDM, 3,030 MT of cheese, and 21,097 MT
of butterfat. (These totals are unchanged from last year's program.) This
program-year’s alocations are again being announced in stages. Stage one
alocations are:

NDM -- 22,733 MT, butterfat — 7,032 MT, and cheese — 1,010 MT.
Stage two alocations are: NDM -- 45,468 MT and cheese — 2,020 MT. These
fill the program-year allocations for these products. The allocation for
butterfat announced in stage one remains in place and leaves a balance for future,
possible allocations.
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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

Prices are unchanged on aweak market. Trade activity is light as buyers and
sellers adjust to market and inventory conditions after the holidays. Offerings
are generally noted at the average into feed and food facilities. Someresellers
aretrading at adiscount to the market. Production issteady. Producer stocks
arereported asin balanceto somewhat long. Permeateisan attractive substitute
to whey into edible and feed markets. Production of human food, dry whey
during November 2003 totaled 76.9 million pounds, 10.5% lessthan November
2002 and 7.2% below October 2003. Month ending stocks, at 39.9 million
pounds, are 8.8% above a year ago and 8.4% more than October 2003.

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

.1800 - .1900 MOSTLY: .1850-.1900

Prices are mostly unchanged, but afew fractional adjustmentswere noted. The
Northeastern prices remain nominal. The market toneis steady. Pricesinthe
East seem to be following market trend and few discounts are being reported.
Producer stocksarequitewell balanced, but afew producersdo haveafew loads
to offer on the spot market, but they are being held with some confidence. Some
producers have contracted for a larger percentage of the anticipated 2004
production, while others re maintaining their contract levels at 2003 volumes.
Cheeseproductionisdownthisweek and surplusmilk volumestight. Also, some
cheese producers are cutting back on production levels to more closely match
projected sales. Thereisalight test of the spot whey market. Demand ismostly
steady. Production of human food, dry whey during November 2003 totaled
76.9 million pounds, 10.5% less than November 2002 and 7.2% less than
October 2003. Month ending stocks, at 39.9 million pounds, are 8.8% above
|ast year and 8.4% more than amonth ago. Production of animal feed, dry whey
during November totaled 7.2 million pounds, 27.7% more than ayear ago and
22.9% above October 2003.

F.O0.B. NORTHEAST: EXTRA GRADE AND GRADEA: .1875-.2100
DELVD SOUTHEAST: .2100 - .2225

DRY WHEY - WEST

Prices for Western whey powder range from steady to fractionally lower.
Trading activity isrelatively light, but it has picked up from thelast two holiday
weeks. Buyersarewaiting for anindication that abottom has been put in before
they order heavier volumes. Most of them are working off stocks that were
acquired before pricesincreased last fall. Producer stocksareaconcern at some
locations and they are reducing prices to spur sales activity. Production was
heavier over the holiday weeks, but has now dropped back to more seasonal
levels. November Western region whey output total s21.6 million pounds (28%
of U.S. production), down 14.9%fromayear earlier. U.S. output wasonly down
10.5%.

NONHY GROSCOPIC:

.1600 - .2100 MOSTLY: .1675-.1750

ANIMAL FEEDWHEY -CENTRAL

Prices are unchanged and nominal on a steady to weak market. Spot trade
activity continues light with most movement occurring on a contractual basis.
Most feed operations are stating that the BSE discovery is not currently
affectingend product demand. Veal pricesaretrendinglower whileearly weaned
pigsaretrading higher. Production of animal, dry whey during November 2003
totaled 7.2 million pounds, 27.7% more than November 2002 and 22.9% above
October 2003. Month ending stocks, at 4.6 million pounds, are 45.6% above
ayear ago and 48.9% more than October 2003.

F.O.B. CENTRAL:

MILK REPLACER: .1700 - .1800

WHEY PROTEIN CONCENTRATE - CENTRAL AND WEST

Prices are unchanged to lower on a weak market. Trade activity is light yet
improved compared to the week prior. Lower prices are reportedly due to
heavier producer supplies realized at the end of the year. Offerings are noted
from both Central and Western suppliers with some feed buyersreceiving calls
from 2-4 different suppliers. Feed contacts are mentioning the availability of
CCC drought relief NDM. Edible movement is mostly contractual with some
spot export activity into Mexico. Production of HUMAN FOOD WPC during
November 2003 totaled 21.3 million pounds, down 8.1% from November 2002
and 5.3% below October 2003. Manufacturers' end-of-month stocks totaled
21.9 million pounds, 0.9% lower than a year ago and 4.0% below last month.
Production of ANIMAL FEED WPC during November 2003 totaled 3.7 million
pounds, up 15.2% from November 2002 and 2.1% above October 2003.
Manufacturers' end-of-month stocks totaled 2.6 million pounds, 85.2% above
last year and 16.5% higher than last month.

F.O0.B. EXTRA GRADE 34% PROTEIN: .5200 - .5500 MOSTLY: .5400 - .5500

LACTOSE - CENTRAL AND WEST

Prices are unchanged on afirm market. Some producers were surprised by the
price change at the commencement of the first quarter, indicating that the
increase was higher than anticipated. Other suppliers noted that the change was
appropriate and contend that the market will continue firmin light of increased
supply requestsfrom contract and spot users. Exportinquiriesare predominantly
noted from Asia. Spot trade activity islight. Reseller and producer stocks are
tight. Lactose production during November 2003 totaled 51.5 million pounds,
up 11.5% from November 2002 but 1.8% lower than October 2003. Month
ending stocks, at 43.6 million pounds, are 11.0% higher than ayear ago and 2.9%
above last month.

Including spot sales and up to 3 month contracts. Mesh size 30 - 100.
F.O.B. EDIBLE: .2100-.2700 MOSTLY: .2200 - .2300

CASEIN — NATIONAL

Casein marketsarefirm and priceshaveincreased. Most suppliersand handlers
havebeenindicatingthat first quarter priceswill behigher, thusmost buyerswere
not surprised at theincrease. Stocks remain tight from most suppliers. Casein
production continues in Oceania, although milk volumes may be directed to
other manufactured dairy products versus casein to maintain sufficient product
mix. European deliveries continue to be filled from inventoried stocks with
producers optimistic about the upcoming production season.

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

2.1500 - 2.2500
2.1500 - 2.3000

RENNET:
ACID:

EVAPORATEDMILK -NATIONAL

Prices and the market tone are unchanged. Surplus milk volumes during the
holidays were not as heavy as some producers had expected. Accordingly,
evaporated milk production levelswere not as heavy ashoped. Someinventory
replenishing was noted. Thereisconcern about thisyear’ smilk availability and
price. Contacts feel that milk prices will significantly higher than last year.
Demandisslow, whichistypical for the post-holiday period when most retailers
still have sufficient stocks. Canned evaporated milk production during
November totaled 46.7 million pounds, 5.5% more than November 2002 but
1.2% less than October 2003. Month ending stocks, at 40.7 million pounds,
are 25.6% less than a year ago and 24.8% below last month.

DOLLARSPER48-12FLUID OUNCE CANSPER CASE DELIVERED MAJORU.S.
CITIES $19.00 - 30.00

Excluding promotional and other sales allowances. Included new price announcements.
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Month  12/29 12/30 12/31 01/01 01/02 01/05 01/06
CME - (CLASSI11) MILK FUTURES -- Dollars per cwt

DECO03  11.83(3920) 462 11.83(3905) 17 11.86 (3787) 0 NO TRADING 11.87

JAN 04 11.52 (3344) 149 11.52 (3393) 177 11.54(3388) 5 11.54 (3388) 128 11.62 (3371) 18 11.62 (3352) 20
FEB 04 11.40 (2099) 123 11.42 (2105) 43 11.45 (2105) 1 11.45 (2125) 66 11.50 (2116) 22 11.56 (2110) 68
MARO04  11.42(1867) 112 11.48 (1896) 40 11.45 (1896) 0 11.45 (1915) 45 11.54 (1932) 45 11.58 (1928) 51
APR 04 11.65 (1385) 94 11.65 (1410) 46 11.64 (1410) 0 11.64 (1415) 40 11.70 (1465) 64 11.74 (1474) 105
MAY 04  11.54(1437) 86 11.60 (1469) 41 11.60 (1469) 5 11.60 (1484) 37 11.70 (1498) 22 11.73(1501) 74
JUN 04 12.23 (1209) 98 12.24 (1243) 65 12.24 (1243) 0 12.24 (1303) 87 12.34 (1323) 75 12.38 (1322) 58
JUL 04 12.69 (1080) 100 12.72 (1113) 67 12.71 (1113) 0 12.71 (1172) 71 12.80 (1178) 58 12.93 (1177) 43
AUGO04  12.99(1041) 89 13.08 (1072) 78 13.05(1072) 0 13.05 (1128) 71 13.20 (1145) 61 13.34 (1144) 47
SEP 04 13.47 (1144) 89 13.55(1180) 78 13.56 (1180) 2 13.56 (1234) 67 13.70 (1248) 49 13.88 (1255) 57
OCT 04  13.00(853) 80 13.00 (893) 52 12.99 (893) 0 12.99 (948) 60 13.04 (963) 59 13.08 (978) 43
NOV 04  12.10(685) 76 12.10 (693) 31 12.10 (693) 0 12.10 (713) 50 12.15 (724) 17 12.25(751) 38
DEC04  11.62(602) 39 11.60 (611) 20 11.60 (610) O 11.60 (630) 29 11.73 (634) 19 11.78 (639) 28
CME - (CLASSIV) MILK FUTURES- Dollars per cwt.

DEC03 10.35(1)0 10.35(1) 0 1035(1) 0 NOTRADING  10.52

JAN 04 10.90 (5) 0 10.90(5) 0 10.90(5) 0 1090 (5) 0 10.90(5) 0 10.90(5) 0
FEB 04 11.01(5) 0 11.01(5) 0 11.01(5) 0 11.01(5) 0 11.01(5) 0 11.01(5) 0
CME - BUTTER FUTURES -- Cents per pound

MARO04 135.00(176) 4 135.50 (178) 2 135.50 (178) 0 NO TRADING  135.50(178) 0 140.50 (182) 12 140.50 (187) 9
MAY 04 138.25(104) 4 138.75 (104) 2 139.00 (104) O 139.00 (107) 5 144.00 (108) 12 143.50 (109) 5
JUL 04 141.50 (127) 4 142.00 (128) 2 142.00 (128) 0 142.00 (127) 2 147.00 (132) 11 146.00 (132) 5
SEP 04 146.25 (8) 5 147.00 (9) 1 146.50 (9) 0 146.50 (9) 0 147.00 (9) 1 149.00 (9) 0
OCT 04  149.00 (15) 2 149.00 (15) 1 149.00 (15) 0 149.00 (15) 2 149.00 (15) 0 149.00 (15) 0
DEC04 152.00(8) 0 152.00 (8) 0 152.00 (8) 0 152.00 (8) 1 154.00 (10) 5 154.00 (12) 2

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 December 22, 2003 - January 9, 2004

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.

WESTERNAND EASTERN EUROPE

OVERVIEW: WESTERN EUROPE: At thispoint, trading activity out of
Europe remains quiet now that the year end holidays are past. Handlers and
traders indicate that the strong Euro against the U.S. dollars continues to put
pressure on sales negotiations. For businessthat is occurring, more buyersare
often switching to Euro pricing versus dollars. Tradersindicate that they are
seeing more negotiations occurring in Euros versus dollars since the inception
of theEuro currency. Buyersstatethat Euro pricingismoreattractive, although
continued strength in the Euro continues to hamper new sales negotiations.
Many traders and handlers are hoping that the EU Management Committee
will makeadjustmentsto refundsin the near future, whichwill help pricing and
sales negotiations. European traders are stating that potential buyers are
starting to look to European sources for product needs. International supplies
are not as plentiful asin years past, thus it appears that more buyers are not
able to source their full needs from regular suppliers. More milk production
trendsacross Europe are starting to show seasonal gains. Oftentheseincreases
arenot significant, but milk handlersindicate that if they continueto increase,
quota year volumes could be greatly challenged by the end of March. Milk
volumes over the holiday period often ended up in the cheese vat. Cheese
demand has and continuesto be strong. Butter buying interest continues from
Russia, although handlersand traders state that they are seeing more new buyer
interest from other customers that are not able to get their full needs from
regular sources. Stocks of European produced dairy products are not overly
plentiful, but traders and handlers state that they will have product for future
deliveries. In instances, immediate shipment inquiries are going unfilled.

BUTTER/BUTTEROIL: Europeanbutter marketsaresteady tofirm. Strength
inthe Euro continuesto push priceshigher. Butter handlersandtradersindicate
that demand continues from Russian buyers, but also indicate that new buyers
are entering the European market. Most of this new buyer interest is from
buyersthat arenot ableto fully sourcetheir needsfromregular suppliersoutside
of Europe. Many tradersfeel that Europewill beinthedrivers seat asthe milk
production season builds, especialy if world supplies remain limited.

82% BUTTERFAT: 1,550 - 1,700

99% BUTTERFAT: 1,750 - 2,000

SKIM MILK POWDER (SMP): Skimmilk powder marketsaresteady tofirm.
Firm prices, due to the strength of the Euro, are not helping with sales
negotiations. In many instances, traders report that they are seeing more
negotiationsoccurringin Eurosthan U.S. dollars. Stocksof powder areinclose
balance, especially for near term shipments. Many handlers and traders feel
that during upcoming months, salesactivity out of Europewill be substantially
more active than in recent years.

1.25% BUTTERFAT: 1,775 - 1,900

WHOLEMILK POWDER (WMP): Wholemilk powder marketsare steady
tofirm. Stocksarereportedtobeavailable, but stocksarenot significant. Most
traders and handlers are negotiating salesfor future deliveries with large short
term or immediate shipment ordersbasically going unfilled. Most handlersare
looking forward to the upcoming milk production season with optimism. Many
feel that Europe will bethe major source for powder during upcoming months.

26% BUTTERFAT: 1,900 - 2,050

SWEET WHEY POWDER: Whey powder markets are steady to firm with
pricestrength occurring dueto thefirm Euro. Stock of whey powder arereadily
available. Cheeseproductionover theyear end holiday period washeavier, thus
additional whey volumesweregenerated. Overall buying interest continuesto
center around domestic or internal needs.

NONHY GROSCOPIC: 525 - 650

OVERVIEW: EASTERN EUROPE: Milk production trends in Eastern
Europe remain at low seasonal levels, although some milk producing regions
areindicating slightincreases. Stocksof manufactured dairy productsarelight.
In many instances, Eastern European manufacturers and handlersindicate that
they havelittle product available for buyer interest. Most arelooking forward
to the upcoming production season to once again build inventories. Many feel
that Europe will be the source for many buyers during coming months due to
the tight supply situation elsewhere in the world.

OCEANIA

OCEANIA OVERVIEW: Milk productionin Oceaniaison the down side of
the season. In Australia, hot temperatures are being reported in the Victoria
region of the country. Temperaturesin the 35 —40 degrees Celsius (mid 90's
to over 100 degrees Fahrenheit) are common over much of the major milk
producing region of the country. Milk producers and handlers state that these
temperatures will not help the aready lower milk production trends in
comparison to last year. Through November, milk output in Austraia is
reported to betrailing last year by 6.8%. Thisisanimprovement over previous
monthsand producersremain optimisticthat the season asawholewill continue
to improve. In New Zealand, production trends continue to follow those of
recent weeks. Milk output isdeclining seasonally, but isreported to be running
3 —4% ahead of last year. Stocks of manufactured dairy products remain in
close balance with demand. Some handlersin Oceaniaindicate that they have
no additional butter or cheese available for spot or additional buyer interest.
The overall tone to Oceania dairy markets is firm with prices unchanged to
slightly higher. Most market activity out of Australiaand New Zealand at this
time is shipment of pre negotiated sales earlier in the season. No new buyer
interest isbeing reported from the region, athough most handlersindicate that
they would probably not be ableto acknowledge much, if any at all, new buyer

interest due to their tight supply situation.

BUTTER: Oceaniabutter markets are generally steady at unchanged prices.
Stocks of butter are reported to be in close balance for known needs, with
minimal volumes available for spot interest. Most market activity continues
to center around shipments of previously negotiated sales. Producers and
handlersindicate that milk production is on the down side of the season, thus
overal production of all manufactured dairy products is declining.

82% BUTTERFAT: 1,450 - 1,600
CHEDDAR CHEESE: Oceaniacheese marketsarefirm. Pricesare steady to
firm within the reported range. Cheese production is seasonally active,
although overall milk productionisdeclining. Stocksof cheesearelimited but
aresufficient for regular and ongoing customer needs. Producersand handlers
indicate that they have no additional inventory available for new or spot buyer
interest at this time.

39% MAXIMUM MOISTURE: 2,100 - 2,250

SKIM MILK POWDER (SMP): Skim milk powder markets are generally
steady at unchanged prices, although the market undertoneisunsettled. Stocks
of powder in Australiaand New Zealand arein close balance and often referred
to astight. Many Oceania handlers and traders are closely monitoring what
the results will be for the balance of USDA’s DEIP allocations which were
announced. A total of 45,468 metric tons of nonfat dry milk were made
available on December 24. Theinvitationswereissued the week of January 5,
2004. Many feel that the invitations will be quickly filled.

1.25% BUTTERFAT: 1,775 - 1,875

WHOLE MILK POWDER (WMP): Whole milk powder markets are
generally steady at unchanged prices. Oceaniastocksarein close balance and
oftenreferredtoastight. Buyinginterestisquiet asmost activity centersaround
shipments to regular and ongoing customers.

26% BUTTERFAT: 1,775 - 1,875

Exchange rates for selected foreign currencies: JANUARY 5, 2004

.7798 Canadian Dollar
.3475 Argentina Peso
.0908 Mexican Peso
.2713 Polish Zloty

.0219 Indian Rupee

.6704 New Zealand Dollar

7676 Australian Dollar

.0094 Japanese Yen
1.2657 Euro

To compare the value of 1 US Dollar to Mexican Pesos: (1/.0908)= 11.0132.
That is1 US Dollar equals 11.0132 Mexican Pesos.
Source: “Wall Street Journal”
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FEDERAL MILK ORDER CLASSAND COMPONENT PRICES, DECEMBER

Component Price Information: Under the Federal milk order pricing system, the butterfat price for December 2003 is $1.3688 per pound. Thus, the Class |1

butterfat price is $1.3758. The protein and other solids prices for December are $2.2997 and $0.0362 per pound, respectively. These component prices set the
of 0.6603 per pound.

Class 111 skim milk price at $7.34 per cwt. The December Class IV skim milk price is $5.94 which is derived from the nonfat solids price

Product Price Averages: The product price averages for December are; butter $1.2557, nonfat dry milk $0.8070, cheese $1.3260, and dry whey $0.1941.

FEDERAL MILK ORDER MINIMUM CLASSPRICESFOR MILK OF 3.5 PERCENT BUTTERFAT 1/ 2/

FEDERAL MILK ORDER ORDER DECEMBER 2003 JANUARY 2004
MARKETING AREAS 3/ NUMBER CLASSI | CLASSII | CLASSIII | CLASSIV CLASSI
= DOLLARS PER 100 POUNDS

Northeast (Boston) 4/ 001 17.09 11.30 11.87 10.52 15.10
Appalachian (Charlotte) 5/ 005 16.94 11.30 11.87 10.52 14.95
Southeast (Atlanta) 6/ 007 16.94 11.30 11.87 10.52 14.95
Florida (Tampa) 7/ 006 17.84 11.30 11.87 10.52 15.85
Mideast (Cleveland) 8/ 033 15.84 11.30 11.87 10.52 13.85
Upper Midwest (Chicago) 9/ 030 15.64 11.30 11.87 10.52 13.65
Central (Kansas City) 10/ 032 15.84 11.30 11.87 10.52 13.85
Southwest (Dallas) 11/ 126 16.84 11.30 11.87 10.52 14.85
Arizona-Las Vegas (Phoenix) 12/ 131 16.19 11.30 11.87 10.52 14.20
Western (Sdlt Lake City) 13/ 135 15.74 11.30 11.87 10.52 13.75
Pacific Northwest (Seattle) 14/ 124 15.74 11.30 11.87 10.52 13.75
All-Market Average 16.42 11.30 11.87 10.52 14.43

1/ To convert the Class | price per 100 pounds to the Class | price per gallon, divide 11.63--the approximate number of gallonsin 100 pounds of milk.

2/ Note: The mandatory $0.20 per cwt. processor assessment under the Fluid Milk Promotion Order is not included in the Class | prices shown on thistable.

3/ Names in parentheses are the major city in the principa pricing point of the market.
4/ Class | prices at other cities are: New Y ork City, minus $0.10; Philadel phia, minus $0.20; Baltimore, minus $0.25; and Washington, DC, minus $0.25.
5/ Class| prices at other cities are: Knoxville, minus $0.30 and Louisville, minus $0.90.
6/ Class | prices at other cities are: New Orleans; plus $0.50; Memphis, minus $0.30; Nashville, minus $0.50; and Springfield, Mo., minus $0.90.
7/ Class| prices at other cities are: Orlando, same; Miami, plus $0.30; and Jacksonville, minus $0.30.
8/ Class| prices at other cities are: Indianapolis, same; Cincinnati, plus $0.20; Pittsburgh, plus $0.10; and Detroit, minus $0.20.
9/ Class| prices at other cities are: Milwaukee, minus $0.05; and Minneapolis, minus $0.10.
10/ Class | prices at other cities are: Des Moines, minus $0.20; Omaha, minus $0.15; Oklahoma City, plus $0.60; St. Louis, same; and Denver, plus $0.55.
11/ Class| prices at other cities are: Houston, plus $0.60; San Antonio, plus $0.45; Albuquerque, minus $0.65; and El Paso, minus $0.75.
12/ Class| price at Las Vegasis minus $0.35.
13/ Class| price at Boise is minus $0.30.
14/ Class | prices at other cities are: Portland, same; and Spokane, same.
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DECEMBER AGRICULTURAL PRICESHIGHLIGHTS
The index of prices paid by farmers for commodities and services, interest, taxes, and wage rates in December 2003 was unchanged at 130. Compared with
December 2002, the index was up 5 points (4.0 percent). The index of prices received by farmers for dairy products declined 6 point during the month of
December 2003 to 105. Compared with December 2002, the index was up 14 points (15.4 percent).

Pricesreceived by farmersin December with changesfrom November were: for All Milk, $13.70 per hundredweight (cwt.), down $.80; Fluid Grade Milk, $13.70
per cwt., down $.80; and for Manufacturing Grade Milk, $12.70 per cwt., down $1.10.

SELECTED MILK PRICES, COWSAND DAIRY FEED PRICES, SELECTED STATESAND U.S,, DECEMBER 2003 WITH COMPARISONS

All-milk price 1/ 3/ Milk cows 5/ Cows 6/ All hay baled 7/
STATE Dollars per cwt. Dollars per cwt. Dollars per head Dollars per cwt. Dollars per ton
NOVEMBER DECEMBER DECEMBER DECEMBER DECEMBER
20032/ | 20022/ 2003 4/ [ 20022/ 2003 | 2002 20037/ | 20028 2003 | 2002
CA 12.90 10.53 12.10 10.60 47.00 3450 91.00 95.00
ID 13.10 11.10 12.00 11.20 47.80 33.00 91.00 94.00
MI 14.70 11.90 13.90 11.80 PRICES 50.00 3450 99.00 99.00
MN 14.90 11.80 13.60 11.80 PUBLISHED 54.50 37.10 70.00 70.00
NM 14.00 12.20 13.60 11.90 JANUARY, 50.70 35.70 135.00 140.00
NY 15.1 12.7 14. 12. 109. 110.
5.10 0 80 50 APRIL, 09.00 0.00
PA 16.30 13.90 15.60 13.80 JULY AND 48.00 35.70 141.00 137.00
X 15.10 12.80 14.80 12.80 45.90 33.80 68.00 68.00
OCTOBER
WA 14.30 11.80 13.30 11.70 94.00 111.00
wi 15.10 12.00 14.00 11.90 52.70 34.00 97.00 74.00
us. 14.50 11.90 13.70 11.90 49.90 34.60 81.30 92.60

1/ Prices are shown at reported butterfat test. 2/ Partially revised. 3/ Before deductions for hauling. Includes quality, quantity, and other premiums. Excludes
hauling subsidies. 4/ Preliminary. 5/ Animalssold for dairy herd replacement only. 6/ Beef cowsand cull dairy cowssold for slaughter. 7/ Mid-month price. 8/
Entire month.

MILK AND OTHER GENERAL PRICE MEASURES, U.S,, DECEMBER 2003 WITH COMPARISON

ITEM DECEMBER | NOVEMBER | DECEMBER
2002 2003 1/ 2003 2/

PRICESRECEIVED BY FARMERS, dol. per cwt., at reported butterfat test:

All milk 11.90 14.50 13.70
Fluid grade milk 11.90 14.50 13.70
Manufacturing grade milk 10.70 13.80 12.70
INDEX NUMBERS (1990-92=100):

Prices received by farmersfor all farm products 100 117 115
Prices received by farmers for dairy products 91 111 105
Prices paid by farmers for commodities and services, interest taxes, and wage rates 125 130 130
Prices paid by farmers for production items 121 127 128
Prices paid by farmers for feed 114 121 129
lgfl Ir_n+i<|kF5ED PRICE RATIO: Pounds of 16% Mixed Dairy Feed equal in value to one pound 044 305 280

1 Partidly revised. 2/ Preliminary. 3/ For thisdata series, the price of the commercial prepared feed isbased on current U.S. pricesreceived for corn, soybeans,
and alfalfahay and all wheat.

SOURCE: "Agricultural Prices," Pr 1 (12/03), Agricultural Statistics Board, National Agricultural Statistics Service, USDA.
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NOVEMBER 2003 DAIRY PRODUCTSHIGHLIGHTS
BUTTER production was 88.1 million poundsin November, 15.2 percent below November 2002 and 9.2 percent bel ow October 2003. AMERICAN TYPE CHEESE production totaled 293.5 million pounds, 0.3
percent below November 2002 and 3.6 percent below October 2003. TOTAL CHEESE output (excluding cottage cheese) was 718.2 million pounds, 1.0 percent below November 2002 and 3.1 percent below
October 2003. NONFAT DRY MILK production, for human food, totaled 102.4 million pounds, 3.3 percent above November 2002 and 3.4 percent above October 2003. DRY WHEY production, for human
food, was 76.9 million pounds, 10.5 percent below November 2002 and 7.2 percent below October 2003. 1CE CREAM (hard) production totaled 58.1 million gallons, 1.3 percent above November 2002 but
15.4 percent below October 2003.

PRODUCTION OF DAIRY PRODUCTS
NOV 2003 PERCENT CHANGE FROM: NOV 2003 PERCENT CHANGE FROM:
YEAR YEAR
PRODUCT 1,000 LBS. ’;'(%\é zoc%g TO PRODUCT 1,000 LBS. ’;'(%\é 20(% TO
DATE 1/ DATE 1/
BUTTER 88,120 -15.2 92 | -83 SOUR CREAM 87,951 8.9
CHEESE YOGURT (PLAIN AND FLAVORED) 175,306 16.0 -9.0
AMERICAN TYPES 2/ 293,545 -0.3 36 | -10 CONDENSED WHEY, SOLIDS CONTENT 6/
CHEDDAR 215,304 -2.0 26 | -28 SWEET-TYPE, HUMAN FOOD 9,015 6.8 -16.6
SWISS 22,306 26 55 DRY WHEY PRODUCTS
BRICK & MUENSTER 7,252 0.7 -11.8 DRY WHEY, HUMAN FOOD 76,910 -105 7.2
CREAM & NEUFCHATEL 75,102 -3.9 0.3 DRY WHEY, ANIMAL FEED 7,212 27.7 229
HISPANIC 9,983 04 6.7 DRY WHEY, TOTAL 84,122 -8.2 52 0.9
MOZZARELLA 232,788 -0.8 -0.4 11 REDUCED LACTOSE AND MINERALS
OTHER ITALIAN TYPES 58,806 6.1 9.4 29 HUMAN FOOD 3,160 -11.2 -14.2
TOTAL ITALIAN TYPES 291,594 2.0 23 15 ANIMAL FEED 3,154 -1.4 -85
ALL OTHER TYPES 18,444 11.4 9.7 LACTOSE, HUMAN FOOD & ANIMAL FEED 51,496 115 -1.8
TOTAL 718,226 -1.0 31 0.4 WHEY PROTEIN CONCENTRATE
COTTAGE CHEESE, CURD 3/ 35,632 9.0 29 HUMAN FOOD 21,252 81 53
COTTAGE CHEESE, CREAM 4/ 27,966 07 -11.9 22 ANIMAL FEED 3,669 15.2 2.1
COTTAGE CHEESE, LOWFAT 5/ 28,920 6.0 -12.2 11 FROZEN PRODUCTS 1,000 GALLONS | PERCENT CHANGE FROM:
CANNED EVAPORATED & CONDENSED ICE CREAM (HARD) 58,131 13 -154 02
WHOLE MILK 46,702 55 -1.2 ICE CREAM, LOWFAT (HARD) 6,299 -1.8 -19.6
DRY WHOLE MILK 4,831 407 68.7 ICE CREAM, LOWFAT (SOFT) 18,436 15.1 -19.0
NONFAT DRY MILK, HUMAN FOOD 102,352 33 34| -54 ICE CREAM, LOWFAT (TOTAL) 24,735 103 -19.1 11.1
DRY SKIM MILK, ANIMAL FEED 336 -4.8 -29.3 SHERBET (HARD) 3,443 17.3 -15.6 5.9
DRY BUTTERMILK 3341 7.3 -7.0 YOGURT (TOTAL) 4,287 -13.2 -12.1 -10.7
_———————————————————————————————————————————————————————— |
MANUFACTURERS STOCKS, END OF MONTH 7/
';‘(%\é PERCENT OF: ';‘(%é PERCENT OF:
PRODUCT 1,000 NOV ocT PRODUCT 1,000 NOV ocT
LBS. 2002 2003 LBS. 2002 2003
DRY WHEY PRODUCTS WHEY PROTEIN CONCENTRATE
DRY WHEY, HUMAN FOOD 39,861 8.8 8.4 HUMAN FOOD 21,942 -0.9 -4.0
DRY WHEY, ANIMAL FEED 4552 456 489 ANIMAL FEED 2,646 85.2 16.5
REDUCED LACTOSE & MINERALS—HUMAN & ANIMAL &/ 7,701 -155 -3.2 CANNED EVAPORATED & CONDENSED WHOLE MILK 40,699 -25.6 -24.8
LACTOSE, HUMAN FOOD & ANIMAL FEED 43,602 11.0 2.9 NONFAT DRY MILK FOR HUMAN FOOD 74,127 03 6.9
DRY BUTTERMILK, TOTAL 2,348 -59.3 95

1/ 2003 cumulative as percent change of 2002 cumulative. 2/ Whole milk cheese, including Cheddar, colby, monterey and jack. 3/ Mostly used for processing into cream or lowfat cottage cheese. 4/ Fat
content 4 percent or more. 5/ Fat content lessthan 4 percent. 6/ Final marketable product only. Does not include quantity used or shipped to another plant for further processing into dry whey or modified
whey products. 7/ Stocks held by manufacturers at all points and in transit. 8/ Reduced lactose and minerals stocks combined to avoid disclosure of individual operations.

SOURCE: "Dairy Products," Da 2-6 (1-04), Agricultural Statistics Board, National Agricultural Statistics Service, USDA.
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During November, about 4.5 billion pounds of packaged fluid milk productsis estimated to have been sold in the United States. Thiswas 5.1 percent lower than November 2002.
After adjusting for calendar composition, sales in November 2003 were 1.6 percent lower than November 2002. On an individual product basis, after adjusting for calendar
composition, sales of flavored fat-reduced milk increased from November 2002, while sales of whole milk, flavored whole milk, reduced fat (2%) milk, low fat (1%) milk, fat-free
(skim) milk, and buttermilk decreased from ayear earlier.

NOVEMBER FLUID MILK SALES

Editor’s Note: Additional data can be found at http://www.ams.usda.gov/dyfmos/mib/in-ar easales.htm

ESTIMATED TOTAL U.S. SALESOF FLUID MILK PRODUCTS,

NOVEMBER 2003, WITH COMPARISONS I/

Sales Change from: 2/
Product Name )
November Year to Date Previous Year Year to Date
Mil. Lbs. Percent
Whole Milk 1,477 16,675 -5.0 -1.2
Flavored Whole Milk 87 944 -4.5 -0.5
Reduced Fat Milk (2%) 1,426 16,028 -4.1 -0.2
Low Fat Milk (1%) 493 5,708 -9.5 -1.9
Fat-Free Milk (Skim) 630 7,199 -6.7 -3.2
Flavored Fat-Reduced Milk 277 2,951 -1.4 5.6
Buttermilk 50 512 -5.4 -4.4
Tota Fluid Milk Products 3/ 4,502 50,198 -5.1 -0.8
Total Fluid Milk Products Adjusted 3/ 4/ 4,603 50,256 -1.6 -0.5

1/ These figures are representative of the consumption of fluid milk productsin Federal milk order marketing areas and California, which accounts
for approximately 93 percent of total fluid milk salesin the United States. An estimate of total U.S. fluid milk salesis derived by interpolating the
remaining 7 percent of sales from the Federal milk order and Californiadata. 2/ Percent changes, as well as sales volumes, unless otherwise noted,
are shown on an unadjusted basis; see 4/. 3/ Total fluid milk products include the products listed plus miscellaneous products and eggnog. 4/ Sales

volumes and percent changes have been adjusted for calendar composition; see http://www.ams.usda.gov/dyfmos/mib/cindr_comp_rpt.pdf

PACKAGED SALESOF TOTAL FLUID MILK PRODUCTSIN FEDERAL MILK ORDERS
AND CALIFORNIA, NOVEMBER 2003, WITH COMPARISONS 1/

Sales Change from: 2/
Area (Order Number) November Year to Date Previous Year Y ear to Date
Mil. Lbs. Percent
Northeast (001) 791 8,750 55 1.7
Appalachian (005) 266 3,153 -84 0.0
Southeast (007) 391 4,397 -6.2 -20
Florida (006) 237 2,635 -3.6 0.4
Mideast (033) 522 5,767 -5.8 -1.6
Upper Midwest (030) 366 3,986 -4.9 -0.8
Central (032) 386 4,255 -4.0 0.3
Southwest (126) 340 3,830 -4.8 -0.2
Arizona-Las Vegas (131) 107 1,189 -3.0 2.2
Western (135) 76 812 -0.1 -1.0
Pacific Northwest (124) 180 1,974 -4.9 -0.8
California (---) 526 5,934 -3.7 -0.1

1/ These figures are representative of the consumption of total fluid milk products in the respective area; see 3/ above for the productsincluded. 2/

Percent changes, aswell as sales volumes, are shown on an unadjusted basis; see 4/ above.

SOURCE: Monthly reports filed by milk processors subject to the provisions of the applicable Federal milk order, AMS, USDA, and California Dairy Information Bulletin,

California Agricultural Statistics Service and Milk Stabilization Branch.
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U.S. EXPORTS OF DAIRY PRODUCTS

2001 2002 Jan.-Sep. 2003 2001 2002 Jan.-Sep. 2003
. % change % change
Commodity Quantity Quantity | from prev. Value Value from prev.
year 3/ year 3/
1,000 Metric Tons Percent $ Million Percent

Milk Powder

Non-Fat Dry Milk 96,081 74,375 81,827 81 180.3 1151 129.0 88

Dry Whole Milk & Cream 46,070 37,826 16,169 43 38.7 314 284 37

Total Milk Powder 142,151 112,201 97,996 68 2280 1465 1574 76
Condensed & Evap. Milk 10,672 11,823 12,511 73 9.8 11.8 14.4 115
Fluid Milk & Cream 1/ 25,767 22,970 19,583 18 217 204 17.0 13
Yogurt & Other Ferm. Milk 2/ --- --- --- 10.3 12.3 7.0 -33
Butter & Milkfat 3,816 3,866 6,716 127 5.3 5.8 9.5 121
Ice Cream 40,004 36,855 24,552 -21 83.3 74.0 45.8 -26
Cheese & Curd

Cheese, All Kinds 21,038 23,882 11,721 -38 62.8 69.3 35.8 -35

Cheesg, Inc. Mixt. 14,072 12,220 9,879 8 444 371 289 3

Cheese Processed 8,770 9,896 6,392 -10 274 311 189 -15

Other 8,486 7,911 9,219 61 27.0 229 2138 31

Total Cheese 52,366 53,909 37,211 -9 1616 160.4 1054 -14
Casein 3,339 2,419 1,970 10 191 10.1 9.0 17
Whey

Whey Protein Conc. 21,721 22,951 15,422 -17 385 40.6 29.1 -10

Dried Whey 142,979 150,676 105,373 -12 914 84.2 62.4 -8

Other 2/ - - --- 14.7 134 5.0 2

Total Whey 2/ - - 1446 138.2 102.6 -7
Other Dairy Products

Lactose 126,835 118,224 106,871 19 73.9 69.5 60.6 13

Infant Formula 27,199 26,981 20,465 -3 99.7 87.8 69.6 0

Food Preps. 53,111 50,198 37,245 8 108.0 84.0 59.1 -5

Other 2/ --- --- 103.1 1112 74.1 -8

Total Other Dairy Prods. 2/ --- --- 384.7 3525 263.4 -1
TOTAL 2/ --- --- $1,086.8 $945.5 $731.6 5

1/ Quantity isshown in million liters. 2/ Quantity not shown as data are reported in mixed units. 3/ Changein quantity for Jan.-
Sep. 2003 from quantity for Jan.-Sep. 2002.

SOURCE: "Dairy: World Markets and Trade", FD 1-03, December 2003, U.S. Department of Agriculture, Foreign Agricultural
Service, Washington, DC. For further information, contact Arthur Coffing at (202) 720-3761.
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CCC PURCHASES OF DAIRY PRODUCTS (POUNDS)

FOR THE PERIOD OF JANUARY 1 — 9, 2004 CUMULATIVE TOTALS UNCOMMITTED INVENTORIES
TOTAL CONTRACT ADJUSTED SINCE SAME PERIOD WEEK ENDING SAME PERIOD
PURCHASES ADJUSTMENTS PURCHASES 10/01/03 LAST YEAR 01/02/04 LAST YEAR
BUTTER
Bulk -0- -0- -0- -0- -0- -0- -0-
Packaged -0- -0- -0- -0- -0- -0- -0-
TOTAL -0- -0- -0- -0- -0- -0- -0-
CHEESE
Block -0- -0- -0- -0- 343,714 -0- -0-
Barrel -0- -0- -0- -0- 296,019 -0- -0-
Process -0- -0- -0- -0- 4,910,400 -0- -0-
TOTAL -0- -0- -0- -0- 5,550,133 -0- -0-
NONFAT DRY MILK
Nonfortified 16,733,386 238,039 16,495,347 132,529,831 124,814,613 856,250,000 1,013,971,000
Fortified -0- -0- -0- -119,048 -0- 46,391,000 46,391,000
TOTAL 16,733,386 238,039 16,495,347 132,410,783 124,814,613 902,641,000 1,060,362,000

MILK EQUIVALENT, FAT SOLIDS BASIS, OF ADJUSTED PURCHASES (MILLION POUNDS)

MILKFAT*  SKIM** MILKFAT* SKIM**

BASIS SOLIDS BASIS SOLIDS
PERIOD OF JANUARY 1 - 9, 2004 = 3.6 192.0 COMPARABLE PERIOD IN 2003 = 4.6 242.2
CUMULATIVE SINCE OCTOBER 1, 2003 = 29.1 1,541.3 CUMULATIVE SAME PERIOD LAST YEAR = 78.7 1,507.8
CUMULATIVE JANUARY 1 — 9, 2004 = 3.6 192.0 COMPARABLE CALENDAR YEAR 2003 = 4.6 242.2

* 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 PERIOD OF JANUARY 1 - 9, 2004 (POUNDS)

BUTTER CHEESE NONFAT DRY MILK
REGION BULK PACKAGED UNSALTED BLOCK BARREL PROCESS NONFORTIFIED FORTIFIED
CENTRAL -0- -0- -0- -0- -0- -0- -0- -0-
WEST -0- -0- -0- -0- -0- -0- 16,233,016 -0-
EAST -0- -0- -0- -0- -0- -0- 262,331 -0-
CCC ADJUSTED PURCHASES SINCE 10/1/03 AND SAME PERIOD LAST YEAR (POUNDS) AND MILK EQUIVALENT AS A PERCENT OF TOTAL
BUTTER CHEESE NONFAT DRY MILK MILK EQUIVALENT (%)
REGION 2003704 2002703 2003704 2002703 2003/04 2002/03 2003/04 2002/03
CENTRAL -0- -0- -0- 4,910,400 849,976 2,749,365 0.6 58.4
WEST -0- -0- -0- 639,733 131,298,476 122,065,248 99.2 41.6
EAST -0- -0- -0- -0- 262,331 -0- 0.2 -0-
TOTAL -0- -0- -0- 5,550,133 132,410,783 124,814,613 100.0 100.0

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 12/20/03 & Comparable Week 2002

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
2003-Dairy 0.2 0.7 8.8 5.3 21.4 2.6 0.5 1.1 15.2 2.7 58.4 2,812.3 48.2 47.8
2002-Dairy 0.2 0.8 7.7 5.5 22.9 2.7 0.4 0.8 14.6 2.3 58.0 2,554.3 47.1 46.0
2003-All cows 0.2 0.9 11.9 12.3 33.0 17.2 18.8 3.3 16.8 6.9 121.2 5,881.9
2002-All cows 0.2 1.0 10.5 15.4 35.2 16.9 15.5 3. 16.8 7.7 123.1 5,548.3

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 MILK PRICES, (3.5% BF)
YEAR JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC
2000 10.05 9.54 9.54 9.41 9.37 9.46 10.66 1013 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
2002 11.87 11.63 10.65 10.85 10.82 10.09 9.33 9.54 9.92 10.72 9.84 9.74
FEDERAL MILK ORDER CLASS PRICES FOR 2003 - 2004 (3.5% BF)
CLASS JAN FEB MAR APR MAY JUN JUL AUG SEP OoCT NOV DEC  JAN 2004
1 1/ 10.56 10.23 9.81 9.64 9.71 9.74 9.77 10.97 13.71 14.27 14.37 13.84 11.85
11 11.29 10.66 10.54 10.44 10.43 10.46 10.63 10.81 10.76 10.84 10.99 11.30
Il 9.78 9.66 9.11 9.41 9.71 9.75 11.78 13.80 14.30 14.39 13.47 11.87
v 10.07 9.81 9.79 9.73 9.74 9.76 9.95 10.14 10.05 10.16 10.30 10.52

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






