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NATIONAL DAIRY MARKET AT A GLANCE

CHICAGOMERCANTILEEXCHANGE (CME) CASH MARKETS(01/16):
BUTTER: Grade AA closed at $1.4000. The weekly average for Grade AA
is $1.3967 (+.0042).

CHEESE: Barrels closed at $1.2550 and blocks at $1.3050. The weekly
average for barrels is $1.2550 (+.0040) and blocks, $1.3050 (+.0020).

BUTTER: The cash butter price at the CME held basically steady in recent
trading sessions adjusting lower and higher within a narrow range. Many
producers and handlers remain quite surprised at the strength of the cash butter
market. The current cash price of $1.4000, compares to $1.0700 last year
at this time and $1.3825 for mid January 2002. Churning activity across the
country remains seasonally active, although lighter than recent weeks. Surplus
cream supplies have tightened and, in most instances, are more expensive than
during the holidays. Although production is lighter, current churning activity
is outpacing demand thus surplus butter stocks are clearing to inventory. Some
producers and handlers are questioning if they should be storing butter at current
higher than desired cash levels. Overal, demand for butter istypical for a post-
holiday period. Retailers are getting back into the market now that pre-holiday
inventories have cleared. Food service orders have slowed. Many buyers
remain hopeful that prices will weaken, thus they are also limiting their current
order volumes.

CHEESE: The cheese market is steady. Cheese interest remains best for
natural varieties and mostly fair on process. Some concern continues over how
BSE may affect process cheese demand. Generally good January Class| demand
is reducing the milk volume available for cheese production. However, stocks
produced during the year-end holiday period still need to work through the
system. Cheese yields are good.

FLUID MILK: Milk production isgenerally steady throughout the nation.
Movement continues to be hampered in the northern sections of the nation
as storms and severely cold temperatures reach the East Coast. Bottling
demand is good due in part to higher consumer demand that typically precedes
inclement weather. Fluid milk volumes into Florida resumed for the current
week. Milk intakes into Florida ceased in late November. Heavier milk flows
into Class | are reducing milk intakes at balancing plants. Condensed skim
volumes are increasing for the light interest. Fluid cream supplies are tight.
Multiples are mixed, depending on class usage and basing point. Due to the
higher CME AA butter average, cream prices are generally higher with
competitive interest from Class Il and IV users.

DRY PRODUCTS: Dry products markets are generally trending steady
to weak. NDM supplies are heavier, encouraging offers to the CCC from all
3regionsof the country. Productionisreduced in responseto increased bottling
demand. Buttermilk production is steady to higher with stocks most readily
available in the West. Demand is light with some spot prices reported higher
inthe Central region dueto limited availability. Whey marketsareweak. Block
loads of whey are being offered at a discount for the light domestic and export
interest. Whey and WPC buyers are generally waiting for pricesto settle before

making additional purchases. WPC prices are lower and stocks are increasing.
The lactose market is unchanged. Supplies are often short of interest with most
movement occurring on a contractual basis.

CCC: During the week of January 12 -16, non-fortified NDM CCC
purchases included 23,464,042 pounds from the West, 1,756,058 pounds from
the Central and 2,299,268 pounds from the East for a net total of 27,519,368
pounds. Thisisthe largest weekly purchase of NDM since the summer of 1985.

WORLD DAIRY SITUATION AND OUTLOOK (FAS): Economic
recovery in Asia, reduced Australian exports and a lower U.S. Dollar value
against major currencies are expected to encourage higher global pricesin 2004.
Cheese exports from Oceaniain 2004 are expected to be reduced dueto the lower
relative returns of cheese and lackluster milk output in Australia. EU cheese
exports are forecast to expand by only 1% compared to an annual average
growth rate of 6.6% from 1999 through 2003. Russian cheese imports are
expected to grow 3% in 2004 whereas butter imports are anticipated slightly
lower compared to 2003. Oceania exports of butterfat are expected 5% and
2.3% higher from Australia and New Zealand in 2004 respectively. New
Zealand’'s NDM exports for 2004 are expected to jump by 11% whereas
Australian exports are anticipated to languish in response to poor fluid milk
production. The EU NDM export figure for 2003 has been sharply revised-up
by nearly 40% to 240,000 tons. The forecast for next year calls for continued
expansion. World imports of NDM are expected to rise 8% in 2004 with the
fastest paced growth anticipated in Asian countries such as Chinaand Thailand.
The resumption of delivery contracts to Iraq and the exceptional expansion
of the Chinese market are encouraging WMP trade with imports to these
regions anticipated to grow by 36%. New Zealand has been the main beneficiary
of the expanding world market for WMP since the EU is constrained by the
Uruguay Round limits on subsidized exportsand Australian production struggles
to overcome the effects of a severe drought.

JANUARY MILK SUPPLY AND DEMAND ESTIMATES (WAOB):
Milk production forecasts for 2003/04 are lowered 400 million pounds from
last month as forecasts of both cow numbers and milk per cow are reduced.
Forecast commercial use is lowered slightly from last month but continues to
reflect improved demand from 2002/2003. As a result, forecast milkfat-basis
CCC net removals are lowered from last month. Milk price forecasts are raised
with the Class |11 price range expected at $11.20-$11.70 and the Class IV price
at $10.00-$10.70. The higher Class IV price reflects expectations of continued
strength in butter prices. The all milk price is narrowed to $12.40-$12.90.

OCTOBER MAILBOX MILK PRICES (DAIRY PROGRAMS): In
October 2003, mailbox milk prices for selected reporting areas in Federal milk
orders averaged $14.88, $.60 more than the figure for the previous month. The
component tests of producer milk in October 2003 were: butterfat, 3.71%;
protein, 3.10%; and other solids, 5.67%. On an individual reporting area basis,
mailbox prices increased in al reporting areas, and ranged from $17.73 in
Florida to $13.03 in the Northwest States. In October 2002, the Federal milk
order al-area average mailbox price was $11.99, $2.89 lower.

****SPECIAL THIS ISSUE****

WORLD DAIRY SITUATION AND OUTLOOK (PAGES7-8)
ANNOUNCED COOPERATIVE CLASSI PRICES, ANNUAL AVERAGES,
2000-2003(PAGE9)

JANUARY MILK SUPPLY AND DEMAND ESTIMATES(PAGE 10)
2003MONTHLY AVERAGES(PAGES11-12)
OCTOBERMAILBOX MILK PRICES(PAGE 13)

CHICAGO MERCANTILE EXCHANGE

CASH TRADING

CHEESE: carload = 40,000-44,000 Ibs., BUTTER: carlot = 40,000-43,000 lbs.

PRODUCT MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY WEEKLY | WEEKLY
JANUARY 12 | JANUARY 13 | JANUARY 14 | JANUARY 15 | JANUARY 16 | CHANGE* | AVERAGE#
CHEESE
BARRELS $1.2550 $1.2550 $1.2550 $1.2550 $1.2550 $1.2550
(N.C) (N.C) (N.C) (N.C) (N.C) (N.C.) (+.0040)
40# BLOCKS $1.3050 $1.3050 $1.3050 $1.3050 $1.3050 $1.3050
(+.0050) (N.C) (N.C) (N.C) (N.C.) (+.0050) (+.0020)
BUTTER
GRADE AA $1.3900 $1.4000 $1.4000 $1.3967
(-.0025) (+.0100) (N.C) (+.0075) (+.0042)

*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 12, 2004

CHEESE — SALES: 10 CARS 40# BLOCKS: 7 @ $1.3000, 1 @ $1.3025, 2 @ $1.3000; BIDS UNFILLED: 3 CARS 40# BLOCKS: 1 @ $1.3050, 2 @ $1.3025;

OFFERS UNCOVERED: 2 CARS BARRELS @ $1.2550

BUTTER — SALES: 10 CARS: 1 @ $1.3875, 7 @ $1.3900, 1 @ $1.3850, 1 @ $1.3900; BIDS UNFILLED: 8 CARS: 4 @ $1.3900, 2 @ $1.3875, 1 @ $1.3850,

1 @ $1.3800; OFFERS UNCOVERED: 2 CARS @ $1.4025

TUESDAY, JANUARY 13, 2004

CHEESE — SALES: 10 CARS 40# BLOCKS: 8 @ $1.3050, 1 @ $1.3000, 1 @ $1.3050; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 2 CARS BARRELS

@ $1.2550; 1 CAR 40# BLOCKS @ $1.3075

WEDNESDAY, JANUARY 14, 2004

CHEESE — SALES: 11 CARS 40# BLOCKS: 5 @ $1.3050, 1 @ $1.3025, 1 @ $1.3050, 3 @ $1.3000, 1 @ $1.3050; BIDS UNFILLED: NONE; OFFERS’

UNCOVERED: 2 CARS BARRELS @ $1.2550

BUTTER — SALES: 2 CARS @ $1.4000; BIDS UNFILLED: 13 CARS: 2 @ $1.3950, 5 @ $1.3925, 4 @ $1.3900, 1 @ $1.3850, 1 @ $1.3800; OFFERS

UNCOVERED: NONE

THURSDAY, JANUARY 15, 2004

CHEESE — SALES: 3 CARS 40# BLOCKS @ $1.3050; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 2 CARS BARRELS @ $1.2550; 2 CARS 40# BLOCKS:

1 @ $1.3050, 1 @ $1.3150

FRIDAY, JANUARY 16, 2004

CHEESE — SALES: NONE; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 2 CARS BARRELS @ $1.2550; 1 CAR 40# BLOCKS @ $1.3050
BUTTER — SALES: 24 CARS: 1 @ $1.4100, 1 @ $1.4075, 1 @ $1.4050, 1 @ $1.4025, 2 @ $1.4000, 1 @ $1.3950, 2 @ $1.4000, 1 @ $1.3975, 3 @ $1.4000,
1 @ $1.3925, 1 @ $1.4000, 4 @ $1.3950, 2 @ $1.3975, 1 @ $1.3950, 1 @ $1.4000, 1 @ $1.3950; BIDS UNFILLED: 12 CARS: 1 @ $1.4000, 1 @ $1.3975,

4 @ $1.3950, 2 @ $1.3925, 2 @ $1.3900, 2 @ $1.3800; OFFERS UNCOVERED:

1 CAR @ $1.4100

BUTTER MARKETS

NORTHEAST

The market toneis alittle more settled now that the CME cash price for butter
has held at or near the $1.39 level for four sessions (through 1/12). This high
price seemsto have been quickly passed on at retail, which is expected to slow
consumption. Overall, demand istypical for a post-holiday period. Retailers
are getting back into the market now that pre-holiday inventories are clearing.
Food service orders are steady to lighter. Churning activity isstill quite heavy
in those plants that are churning, but most balancing plants that made butter
over the holidays have idled their churns. Sales of bulk butter f.0.b. East, are
reported in arange of flat market to 7.5 cents over the CME price/average.

CENTRAL

The butter price at the CME held basically steady in recent trading sessions,
adjusting higher and lower within narrow range. Many producersand handlers
remain quite surprised at the strength of the cash butter market. At mid-week,
the cash price of $1.4000 compares to $1.0800 last year at this time, but
comparable to mid January 2002. Cream supplies are less availabl e this week,
especially from sourcesoutsideof local suppliers. Churning activity isbasically
limited to local or nearby cream supplies. In most instances, current churning
schedules are surpassing immediate need, thus butter is clearing to inventory.
Many producers question if they should be building inventories at current cash
values. Most are aware of projections for 2004 that indicate milk/cream

supplieswill betighter, butter stocks will be less available, and butter prices
will befirmer than 2003. Current demand remainsfair at best. Some buyers
are now returning to the market to secure near or short term needs. Many
buyers remain hopeful that prices will weaken, thus aso limiting their order
volumes. Bulk butter for spot sale is available and is being reported in the
flat - 2 cents per pound range over various pricing basis.

WEST

Cash CME butter priceshave held about steady sincethe major increase noted
onJanuary 5. Someselling at themarket istaking place, but pricesareholding
steady. Producersreport decent sales activity for thistime of year. Very few
retail featuresarenoted at thistime. Food servicerestaurant ordersare slower
than before the holidays. Cream supplies are available, but not as readily as
two weeksago. Contactsarewondering what impact thissort of apricelevel
in January will have on storage strategies for butter needs later in the year.
The generaly cold weather in the West is improving the fat tests on milk
receipts. CME weekly warehouse stocks increased by 7.3 million pounds
this past week. They now stand at 68.3 million pounds, adecrease of almost
35 million pounds from last year. Stock levels have grown by 12.4 million
pounds over the last three weeks compared to 16.8 million pounds last year.
Current prices for bulk butter range from flat market to 3 1/2 cents under the
market based on the CME with various time frames and averages.

NASS DAIRY PRODUCT PRICES

U.S. AVERAGES AND TOTAL POUNDS

CHEESE
40# BLOCKS BARRELS
WEEK ENDING 38% MOISTURE
JANUARY 10 1.3097 1.2736
6,500,037 11,231,619

NDM BUTTER DRY WHEY
0.8075 1.3445 0.1846
16,098,186 3,088,614 9,664,995

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 generally higher on both natural and process items, but
Swissisunchanged. Themarket toneisalittlelessunsettled now that
the cash, CME pricefor blocks and barrelshas held relatively stable
sinceChristmasEve. Cheeseoutput inthe Eastissettlinginto normal
patterns. Last week, some plantsran heavy and took alot of milk, but
othersare running on steady to lower schedules. Demand for cheese
isfair togood, mostly fair. Retail salesare slowing, but food service
ordersare holding up nicely.

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

Cheddar 10#Prints 1.3700-1.8750
Cheddar SingleDaisies 1.3275-1.7925
Cheddar 40#Block 1.4425-1.6925
Process5# L oaf 1.4600-1.6600
Process5#Sliced 1.4800-1.7150
Muenster 1.5425-1.7350
Grade A SwissCuts 10 - 14# 2.3500-2.5500

MIDWEST

The cheese market is about steady. While plant inventories grew
because of the additional cheese production at year-end, generally
strong January Class | sales have reduced cheese output in 2004.
Current cheddar demand issteady to slightly improved where buyers
arerebuilding aging programsand for packaging needs. Mozzarella
isoftenbeing discounted further to stimul atesal es. Processmovement
isabout steady. A few processors have added trim and undergrades
totheir raw product inventory for later use. Buyerswerefairly active
searching through the limited supplies of aged cheddar to help fill
orders. Late 2003 cold pack salesand production were often stronger
than expected. Cheese yields remain good seasonally.

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

ProcessAmerican 5#L oaf 1.4300-1.7600
Brick And/Or Muenster 5# 1.7700-1.9575
Cheddar 40#Block 1.6550-2.1150
Monterey Jack 10# 1.8400-2.1150
Blue5# 2.0525-2.4800
Mozzarella5 - 6# (Low Moisture, Part Skim) 1.6000-2.2150
Grade A SwissCuts6 - 9# 2.0000-2.6850

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

BUTTER : CHEESE

: 132,886

01/12/04 36,963

01/01/04 36,157 : 128,833
CHANGE 806 : 4,053
% CHANGE 2 3

WEST

Aftertradinglast week at the CM E cash cheesemarket, processcheese
pricesincreased whilenatural and Swisspricesheld steady. Contacts
have somedifferent opinionsabout how well cheesedemandisdoing
at the start of the new year. Some note that buyer interest is slower
than anticipated and stock levels are somewhat heavier. Others see
themarket asstronger with buyerspurchasing somewhat ahead. Most
contactsdon’ t sseemuch chanceof themarket weakening substantially
inthenear futureand aremaking purchasedecisionswiththatinmind.
Warehouse stocks did build over the holidays and that cheese will
need to be worked through over the coming weeks. Production
patterns are seasonally normal. With current price relationships
between cheese and butter/powder, milk and constituent productsare
goingtotraditional facilitiesfor processing. Commentsarenoted that
the process cheese side of the market isdoing better than anticipated
after the December BSE announcement. Many had assumed that
hamburger saleswould gointhetank and not recover for quiteawhile,
but that isnot the case. Swiss producersindicatethat they had avery
good holiday season.

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

Process5# L oaf 1.3975-1.6575
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 are mostly steady, but some fractional increases are noted on
domestic styles. Themarket toneistypical for thistimeof year. The
weaker Dollar agai nst the Euro continuesto cause somebuyingissues
forimporters. Stocksof foreigntypecheeseareadequatefor theslow
tofair demand.

WHOLESALE SELLING PRICES: FOB DISTRIBUTORS DOCK

DOLLARS PER POUND (1000 - 5000 PO

UNDS, MIXED LOTS)

NEW Y ORK
VARIETY IMPORTED DOMESTIC
Roquefort TFEWR -0-
Blue 1 2.6400-3.7200 : 1.6650-3.1550*
Gorgonzola : 3.6900-5.9400 : 2.1825-2.4900*
Parmesan (Italy) ;. TFEWR : 3.0750-3.1650*
Romano (Italy) 1 2.1000-3.1500 -0-
Provolone (Italy) : 3.4400-5.5000 : 1.6725-1.9000*

Romano (Cows Milk) : -0- : 2.8625-5.0350*
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 : 2.5900-2.8500 -0-

Swiss Cuts Austrian TFEWR -0-

Edam

2 Pound TFEWR -0-

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

10 Ounce : 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 12 0 0 63 15 0
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.
Regional Milk Market Administrators announced the following, December
2003 uniform prices. Northeast $14.39, Mideast $13.26, Southeast $15.33,
Florida$17.16, and Western New Y ork (astate order) $14.40 at the base city
or county intheorders. (For the Northeast, Mideast, and Western New Y ork
orders, statistical uniform prices are reported.) Milk production is holding
relatively steady throughout the region. Thisweek’s severely cold weather
and snow are hampering milking operations and transportation schedulesin
New Y ork, Pennsylvania, and New England. Snow and cold are expected to
reach well into the Southeast. Demand for milk is better than many contacts
expected. There were reports of users/buyers adding loads to their regular
orders. Thisisacontinuation of the same pattern seen last week. The cold
and snow arecreating somepanic buying at retail and bottlersarebusy keeping
the milk on the shelves. Florida sneed for milk isup and their in-state milk
productionislevel. This caused handlersto import milk thisweek, the first
timesincelate November. Inthe other Southeastern states, milk wasbrought
in from other regions, but this milk was all intra-company shipments. Most
manufacturing plants are operating on reduced levels because of all the milk
clearingto Class| operationsand steady milk productionlevels. Southeastern
plantsthat were operating during the holidays are now down until more milk
isagainavailable. Thecondensed skimmarketislittlechanged. Offeringsare
heavy and spot demandislackluster. Few spot salesarenotedfor either Class
Il or111. Thefluid cream market appearsto bein better balance, but offerings
arestill long. Spot pricesaresharply higher duetolast week’ s11.75centjump
in the CME butter price. For the most part, multiples have held steady.
Demandismaostly contractual , but somespot salesarenoted and generally near
thelower part of theranges. Somecreamisclearingto Midwest butter makers,
but the larger percentage of the local cream isstaying inthe East. Ice cream
production is not back up to pre-holiday levels and most producers are just
taking contract loads. Cream cheese makers also seem to be sticking with
contact volumesnow that spot pricesareso high. Churningislighter, but still
moderate to heavy, mostly moderate.

FLUID CREAM AND CONDENSED SKIM PRICESIN TANKLOT QUANTITIES

SPOT PRICESOF CLASSII CREAM, $PERLB BUTTERFAT

F.O.B. ProbuciNGg PLANTS: NORTHEAST 1.6014-1.8799

DELIVERED EQUIVALENT ATLANTA - 1.6710-1.8938 M 1.7267-1.7824
F.O.B. PropucinG PLANTS: UPPER MIDWEST - 1.6710-1.9495

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 - .9200-1.0400

MIDWEST

Class| demand isstrong. During the past week, bottlers continued tofill the
pipelinesfor school and retail needs. At this point, most schedules are back
towherethey wereprior totheyearend holidays. Milk volumesareoften short
of full needs. Milk production is holding steady to up slightly, but strong
demand from bottlers and manufacturers is limiting spot availability.
Manufacturersthat wereactive over theyearend holiday period have cut their
production schedules due to lighter milk volumes. In many instances,
manufacturersareactively lookingfor additional milk volumes. Reported spot
manufacturing milk premiumsrange from $1.00 — 1.50 over classdelivered,
athough little milk was available for sale. Cream marketsare firm. Pricing
multiplesweremixed, both higher andlower, withthebasepricesharply higher,

thusoverall cream pricesare higher. Demand for creamisquite competitive.
Many butter operations are trying to acquire additional cream volumes to
generatebutter stocksfor futureuse, although cream pricesareoftenhindering
salesnegotiations. Ininstances, somebutter producersareselling their cream
volumes in hopes of lower prices during upcoming weeks. Many butter
producers and handlers feel that milk and cream supplieswill betighter this
year, thus most are trying to accumulate additional butter stocks at thistime.
| cecream productionisgainingmomentum now that theholidaysareover. Ice
cream producersareal socommenting onthefutureof milk and creamvolumes
and arealsotryingto guard against possiblehigher pricesand limited supplies
as the spring approaches.

WISCONSIN LIVESTOCK AUCTIONS(PERCWT.)
JAN 08 - 14 PREVIOUS YEAR
SLAUGHTER COWS $ 45.00- 51.25 $ 34.50- 41.00
REPLACEMENT HEIFER CALVES $300.00-380.00 $270.00-380.00
SOUTH ST. PAUL TERMINAL AUCTION MARKET (PER CWT.)

JAN 08 - 14 PREVIOUS YEAR
SLAUGHTER COWS $ 46.00- 53.00 $ 33.00- 42.25
WEST

The February 2004 Class 1 pricesin CALIFORNIA rangefrom $13.34 inthe
north to $13.62 in the south. The statewide average Class 1 price based on
productionis$13.39. Theaverageis$0.541ower than January 2004 but $1.34
higher than February 2003. Milk production patterns are holding mostly
steady to slightly higher across CALIFORNIA. Thereisavery good call for
bottled milk acrossthestatewhichispulling milk out of manufacturing. Several
contactswerevery surprised at thelevel sof orders. Schoolsand collegeshave
mostly restarted sessionsandretail movementsarefairly goodtoo. Very warm
temperaturesarereportedinthesouth and milk output isbeginningtorespond.
Processing plants have returned to more normal schedules and several would
like more milk. Milk production is steady to trending higher in the Central
Valley. Some processorsare seeing milk as steady to higher when compared
toayear ago. Arizonamilk productionisfluctuating, but istrending slightly
higher. Fat and proteinlevel sarenotedtobelower inincomingmilk. Conditions
havebeenwarmer and generally favorablefor milk cows. Bottlersinthestate
arealsonotingincreased demandfor Classl milk. CREAM marketsintheWest
aremixed. The price of butter at the CME continuesto hold at a higher than
expected mark of $1.4000 at midweek. The expectation that the price would
fall and producers could buy low cost cream to make and inventory low cost
butter havenot beenrealized. CreamismovingtoicecreamplantsinCalifornia
asbuyer ordersincreaseahead of anexpectedjumpin Classpricesfor February/
March. Multiplesaremostly steady to lower onthetop of therange and trade
from112to 125, FOB, depending on classusageand basing point. Hay stocks
as surveyed by USDA for December 1 for the U.S. are 110.8 million tons,
+6.8%fromayear earlier. Stocksfor selected Western statescomparedtolast
year areasfollows: Arizona280,000tons, +37.9%; California2,048,000tons,
-8.4%; Colorado 1,841,000 tons, +18.0%; |daho 2,772,000tons, -6.7%; New
Mexico525,000tons, -15.3%; Oregon 2,395,000tons, -6.1%; Utah 1,495,000
tons, +24.6%; and Washington 1,620,000 tons, no change. Milk production
inthePACIFICNORTHWEST rangesfromsteady tolighter than anticipated.
Conditions are returning to normal after last week’ sstorms. Some milk was
lost at the farm level and some was moved long distances to different
manufacturing plantsto find an accessible home during the storms. Finished
product shipments were often delayed because of impassible roads. Some
areas experienced the worst conditionsthey have seenin morethan 40 years.
Milkintakemanagersindicatethat testsonincoming milk receiptsaregood and
often improving. The continued run up in feed prices has some producers
concerned about profitability in the upcoming months. Heifer prices are
holding about steady and steady culling rates continue to be noted. Cold
conditions are prevalent in UTAH and IDAHO. Some valley areas are
experiencing inversions with fog and icing common. Delivery and pick up
schedulesaresometimeshardtomaintain. Littleimpact hasbeennoted onmilk
production. Hay movementsin portions of the region are being hampered by
cold and deep snow. Little new hay sales activity is noted.
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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 to lower on a mostly steady market.
Productionismixed. Someplantsaremoving moremilk into Class| facilities,
decreasing milk intakesinto NDM dryers. At other locations, milk supply
is seasonally higher, encouraging NDM production and supply movement
into the CCC. Condensed skim movement into Class |1 facilitiesis steady.
Excess condensed skim supplies are being shipped to custom dryers at some
locations with spot trades occurring at a discount. Resale supplies of NDM
fromthe CCC exchangeprogramsarereadily availableat or below thebottom
of the range. High heat trade is mostly contractual.

EAST: Pricesaresteady to occasionally lower withintherange. The market
tone is steady to weaker. Continued offerings to CCC from Eastern
producers are a sign of too much powder for current needs. However,
contacts state that the offerings to CCC are more often for economic/
accounting purposes rather than supply/demand factors. The Northeast has
been short of NDM for several months and suppliers had to bring powder
infrom the West or buy back from CCC to meet needs. Now, injust amatter
of amonth or so, Eastern producersare offering NDM to CCC. Surplusmilk
volumes are significantly lighter this week as orders for Class | milk have
stayed heavier than expected. Producer stocks are heavier than pre-holiday
levels, but still not very heavy by historical standards. Now that milk
supplies have eased, some producers expect to make a little more high heat
NDM to have on hand. The severe cold weather continuesin the Northeast
and some plants continue to have their natural gas supply interrupted to
meet residential needs. Demand for NDM is mostly steady.

F.O.B. CENTRAL/EAST: IncludesEXTRA GRADE and GRADE A
LOW/MEDIUM HEAT: .8000 - .8700 MOSTLY: .8150 - .8550
HIGHHEAT: .8500 - .9450

NONFAT DRY MILK - WEST

Western low/medium heat NDM prices range from steady to lower. The
mostly seriesislower and reflects reduced sales prices as producers manage
stocks. Spot salesaremoving totheMidwest. Productionlevelsaretrending
lower following heavy volumes dried over the holidays. Also, agood call
for bottling milk this week is keeping milk out of balancing plants. Last
week’s DEIP announcement to export 100.1 million pounds of NDM
through September did not impact the market perception. Trade statements
are that the DEIP shipments will only reduce CCC offerings over the
shipping period. During the period of January 5-9, CCC net purchases
totaled 16.2 million pounds from the West. High heat nonfat dry milk prices
aredightly lower on the bottom end of the range. The market toneismostly
steady. Many high heat sales continue on an as-ordered basiswith producers
reluctant to make high heat to inventory.

F.O.B. WEST: IncludesEXTRA GRADE and GRADE A
LOW/MEDIUM HEAT: 7950 - .8825 MOSTLY: .7950 - .8100
HIGHHEAT: .8325 - .8500

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

January 9
January 2

$.8028 12,993,068
$.8044 12,089,227

7,785,789
6,406,283

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

DRY BUTTERMILK -CENTRAL

Pricesarehigher onamixed market. Churnactivity at somelocationsislight,
limiting supplies of dry buttermilk and encouraging producers to trade at
higher prices. At other locations, producers are less aggressive, especially
as buyer interest is reduced compared to the pre-holiday season demand.
Production isgenerally higher but less than anticipated for thistime of year.
Movement of condensed buttermilk into ice cream is higher than seasonally
expected. Some traders are miffed by higher central prices when supplies
could be shipped from the West and delivered at prices below the Central
market.

F.O.B. CENTRAL: .9500 - 1.0125
DRY BUTTERMILK - NORTHEAST AND SOUTHEAST

Pricesare unchanged to higher as some producers have adjusted their pricing
structure. The Northeastern prices remain nominal. The market tone is
steady. Production continues to ease as churning activity slows in the
Northeast. Spot trading activity remains limited. Demand is slow to fair
at best. Most spot sales are LTL volumes.

F.0.B. NORTHEAST:
DELVD SOUTHEAST:

.8450 - .8600
.8800 - .9000

DRY BUTTERMILK - WEST

Dry buttermilk prices in the West are holding mostly steady in trading that
istrending slightly higher fromrecent weeks. Morebuttermilk isbeing dried,
while buying interest isonly fair, which combine for more buttermilk on the
market than in recent months. Contract orders are moving steadily. Stocks
at the producer level are building modestly at typical patternsfor thisseason.

F.O.B. WEST: .8500 - .8800 MOSTLY: .8500 - .8700

DRY WHOLEMILK -NATIONAL

Pricesare unchanged to higher and remain nominal. The market toneislittle
changed. Production levels are moderate. Producer stocks are closely
balanced, but reports of competitively priced, imported dry whole milk
continue to be noted. Demand is steady.

F.O0.B. PRODUCING PLANT: 1.0925 - 1.2200

DEIP BID ACCEPTANCE SUMMARY

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

NONFAT DRY MILK --
CHANGE --

68,201 MT (150,355,925LBYS)
45,468 MT (100,238,752LBS)

NOTE: Jan. 12,2004 —Foreign Agricultural Serviceprogramannouncements
for the purchase of mozzarellaand Monterey Jack cheese for the Caribbean,
Central and South Americaissued Jan. 7, 2004, have been withdrawn. The
global DEIP balance for cheese is 3,030 MT, which will be available for
bidding on Jan. 15, 2004.  For further information, call (202) 720-3224.
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 allocations are again being announced in stages. Stage
one allocations 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

Pricesareunchangedtolower onaweak market. Tradeactivity remainslight
yet improved compared to the week prior. Offerings to resellers are
increasing. Endusersaregenerally optingtowait and seewherepricessettle
before making additional purchases. Dry whey production is higher and
inventories are building. Heavier supplies of permeate are also noted and
offered asasubstitutetowhey into somemarkets. Someresellersareselling
at adiscount tothecurrent market. Condensed whey isavailablefor thelight
to fair interest.

F.O.B. CENTRAL:

1700 - .1900 MOSTLY: .1775-.1875

DRY WHEY - NORTHEAST AND SOUTHEAST

Prices are unchanged to lower within the range. The Northeastern prices
remain nominal. The market tone is steady to weaker. Most Eastern
producers have loads to offer for immediate sale. Some are offering
incentives (lower prices) for block or multi-load sales. Buying interest is
slow to fair. Buyersappear to be waiting to seeif therewill be any further
declinein pricesbeforemakingany largepurchases. Most arebuyingenough
to meet immediate needs. Cheese production is down again this week as
surplus milk volumes remain tight in the East.

F.O0.B. NORTHEAST: EXTRA GRADE AND GRADE A: .1875-.2100
DELVD SOUTHEAST: .2000 - .2225

DRY WHEY - WEST

The market continues to weaken for Western whey powder. Prices range
from steady to asmuch asonecent lower. New export salesactivity isoften
slow to develop, partially due to the upcoming Chinese New Y ear issues.
Somebuyersareal sousingtheBSE issueasabargaining chip. Somedomestic
buyers have become more interested in whey purchases as prices have
continued to declineover the past few weeks. Othersarewaitingfor signals
that abottom has been established. A number of contacts, both buyersand
sellers, believe that the market is aways off the low point yet. Production
has declined from holiday levels, but it remains heavy seasonaly.

NONHY GROSCOPIC:

1500 - .2100 MOSTLY: .1650-.1750

ANIMAL FEEDWHEY -CENTRAL

Pricesareunchangedtolower onaweak market. Milk replacer suppliesare
light yet pricesaretrending lower in responseto changesin the ExtraGrade
market. Spot interest is mostly for immediate needs as buyerstend to wait
and seewhere prices settle beforemaking additional purchases. Veal prices
are holding steady while early weaned pig prices are unchanged to higher.

F.O.B. CENTRAL:

MILK REPLACER: .1650 - .1700

WHEY PROTEIN CONCENTRATE - CENTRAL AND WEST

Pricesareunchangedtolower onaweak market. Tradeactivity remainslight
with interest predominantly noted into domestic feed and edible export
accounts. | ncreased offeringsarenoted into somebrokeragefirms. Most end
users are opting to wait and see where the market settles before making
additional purchases. While supplies of WPC 80% appear to be in better
balance, some stocks remain competitive with WPC 34%. Production is
steady. Inventories are in balance to higher. Brand specific and Grade A
suppliesare garnering apremium at somelocations. Off grade suppliesare
available for the light feed interest.

F.O0.B. EXTRA GRADE 34% PROTEIN: .5200 - .5500 MOSTLY: .5350 - .5450
LACTOSE - CENTRAL AND WEST

Lactose prices remain unchanged on afirm market. Production is mostly
steady. Inventories are in balance to sometimes short of buyer interest.
Inquiriesarenoted from domestic and Asian buyers. Somecontractual users
are requesting additional loads. Producers are generally unable to satisfy
requestsfor additional loadsintheshort-term. Spotload activity isvery light.
Although a firm undertone persists, producers are hesitant to push prices
much higher in an effort to retain current buyers. Officia statements
regarding the US BSE status continue to be requested by some importers.
Off grade supplies are limited with permeate supplies available as a
substitute into some feed operations.

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

CASEIN — NATIONAL

Caseinpricesand marketsremainfirm. Thesupply situation hasnot changed
much during recent weekswith most suppliersindicating stockstobeinclose
balance to tight. For the most part, domestic buyers are getting their
contracted volumes, but have difficulty in sourcing additional or spot needs.
Both buyers and sellers feel that this situation will probably not improve
much in the short term. Many are hopeful for agood European production
seasonwhichissoontobegin. Oceaniaoutputisoccurring, butwindingdown
seasonally and may not be as strong as hoped. Under Invitation #013, the
Commodity Credit Corporation invites competitive offers to purchase an
undetermined quantity of CCC owned nonfat dry milk for the production
of casein/caseinates. Bids are due January 26 with the results publicly
announced January 29. Since June 2002, nearly 8 million pounds of
government powder have been sold for this purpose with recent awards
priced at $0.2200 per pound.

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

RENNET:
ACID:

2.1500 - 2.2500
2.1500 - 2.3000

EVAPORATEDMILK -NATIONAL

Prices and the market tone are unchanged. Production levels are easing
dlightly assurplus milk volumes are decreasing. Class| milk need are good
inall section of thecountry and surplusmilk volumeshavetightenedinmany
regions. Demandisslow tofair andtypical for thistimeof year. The market
remains highly competitive. Many buyerg/retailers are now in the process
of taking bids for this year’'s contracts.

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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WORLD DAIRY SITUATION AND OUTLOOK

Summary - The situation for world dairy markets brightened considerably in the second half of 2003 asinternational dairy
pricesresumed their upward swing in responseto three main factors. First, the economic recovery inthe United States gathered
momentum and rippled-out to the Asian economies thus improving prospects for higher import demand. Second, although
Australian milk production for the current season has recovered modestly from last year’s (2002/03 July-June) drought
impacted shortfall, production continuesto lag well below 2001/02 levels. This has lowered Australian export volumes and
reduced the inventory of exportable dairy products available to world markets. Lastly, the U.S. Dollar value against major
currencies, particularly the Euro, has tumbled significantly accelerating the increase in global prices.

The dairy outlook for 2004 is positive as the stream of economic news continues to paint a picture of economic gainsin the
United States and in such critical regional markets as Asia. For 2004 and 2005, the OECD projects a likely scenario of
“sustained growth in the United States and progressive recovery in Europe and Japan” with member real GDP forecast to grow
by 3 percent and 3.1 percent in 2004 and 2005, respectively. For Asia, the U.S. economic recovery has led to an upturnin
exports, and economic growth in the region for 2004 isforecast to hit 6.3 percent — up from 5.6 percent in 2003. Against this
positive economic backdrop, demand for dairy productsis likely to strengthen and world dairy prices seem set to remain at
their present relatively high levels. Thisis particularly true for nonfat dry milk (NDM) since the United States, with it s vast
stocks of NDM, remains poised to supply world markets should prices climb much further above the internal CCC NDM
support price ($1,764/MT). Infact, USDA’ s Agricultural Marketing Servicereportsthat U.S. NDM isalready being exported
without any subsidies.

Dairy Trade - Cheese exports from Oceania are expected to be reduced due to the lower relative returns of cheese and
lackluster milk output in Australia. If the present strength of cheese prices persists, then production in the 2004/05 season will
likely grow. EU cheese exports areforecast to expand by only 1 percent since thiswould represent aslowdown from an annual
average growth rate of 6.6 percent from 1999 through 2003. Although the EU is limited by Uruguay Round limits to
subsidizing exports of only 321,300 tons of cheese, thereisagrowing portion of premium-quality cheeses exported without
any aid.

On the cheese import side there are no significant changes among major importing countries. Import demand remainsfairly
strong in such key markets as Japan and Russia. Russian imports of cheese have expanded at aimpressive pace since 2000 and
are often cited as one of the factors for the current strength of international cheese prices. Russian milk production is
anticipated to rebound weakly by only 1 percent in 2004 following a 3 percent declinein 2003. Thisfactor coupled with the
growth in disposable incomeis likely to fuel more imports of cheesein 2004 currently slated to grow by 3 percent.

In terms of butterfat markets among selected importers, Russian imports continue to set the pace as one of the top butter
marketsin theworld. Although Russian imports of butter areforecast tofall in 2004 relative to 2003, importsare still expected
to exceed levelsattained in 2002. Continuing its steady growth, New Zealand exports of butter are expected toincreaseby 2.3
percent to reach 395,000 tons.

Since 2000 through 2003, exports of butterfat from New Zealand have been climbing at an average rate of nearly 5
percent/annually. Australian exports of butterfat are al so anticipated to increase by closeto 5 percent. However, in contrast to
New Zealand, Australian butterfat exports have exhibited virtually no growth since 2000 when export levelshit 139,000 tons.

NDM exports among major suppliers has been growing consistently since 2001 and isforecast to expand by afurther 5 percent
in 2004. The most notabl e change has been the EU NDM export figure for 2003 that has been sharply revised-up by nearly 40
percent to 240,000 tons. The forecast for next year callsfor continued expansion athough since NDM exportsarefor the most
part subsidized they are subject to the Uruguay Round limitation of 272,500 tons. In Oceania, Australian exports of NDM for
2004 continueto languish asaresult of poor fluid milk production prospects constraining supply. In contrast, New Zealand’s
NDM exports for the current season are expected to jump by 11 percent. For next season, if high cheese prices continue to
persist, it islikely that domestic production and thus exports will be re-balanced to favor increased cheese exports.

Continued on page 8
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World imports of NDM are expected to rise in 2004 with the fastest paced growth anticipated in Asian countrieswhere NDM
imports in some of the key markets are set to increase by 8 percent to 468,000 tons. Although the levels are well below the
Indonesian and Philippine markets, the growth of the NDM market in Chinaand Thailand areforecast to post impressive gains
of 30 percent and 15 percent, respectively. The continuing economic recovery currently underway in Asiaand the accel erated
economic expansion predicted for next year will play apivotal role in fulfilling the forecast expectations.

Confounding trade expectations, particularly since Iraq is a key importer, whole milk powder (WMP) trade has been
exceptionally strong thisyear. Thisisdueto the resumption of delivery contractsto Irag and the exceptional expansion of the
Chinese market. Chineseimports of WMP haveleapt by nearly 70,000 tonsin two yearsto reach an estimated 110,000 tonsin
2003. For 2004, these fast paced gains are expected to continue with imports anticipated to grow by 36 percent. In Iraq,
athough there are no forecast statistics, imports of WMP are likely to remain substantial. In terms of other major markets,
Algeriaisforecast to reach 120,000 tons in 2004 while Brazilian import demand is contracting as the reliance on domestic
supplies grows. Venezuelais estimated to have reduced import volumes during 2003 due to a severe economic slump, the
imposition of currency controls, and the difficulty by importersin obtaining import licenses. Although imports may recoverin
2004, the situation remains unstable.

New Zealand has been the main beneficiary of the expanding world market for WMP since the EU is constrained by the
Uruguay Round limits on subsidized exports and Australian production strugglesto overcomethe effects of aseveredrought.
Argentina, which at one point was agrowing contender in the WMP market, has experienced asharp fall inthe avail ability of
domestic fluid supplies. It is estimated that between 1999 and 2003, some 25-30 percent of dairy operations were closed and
the Argentinean dairy herd dropped by 15-20 percent. Although dairying has become profitable and milk production isforecast
torisein 2004, it is competing for resources with the increasingly profitable production of soybeans.

World Dairy Prices - Dairy prices for major dairy commaodities have been climbing since mid-2002 due primarily to the
accelerating weakness of the U.S. Dallar, the Australian drought, and arebound of major economies. Theinitial stagesinthis
price recovery were precipitated by the emerging weakness of the U.S. Dallar versus the Euro that in early 2002 had been
trading in the range of $0.95/€ -$1.00/€. By year-end 2002, however, the U.S. Dollar had nearly reached $1.05/€ and more
importantly expectations of further dollar weaknesswere building. Early in 2003, prices got afurther boost astheimpact of the
Australian drought began to be felt as Australian exportersfacing fluid milk shortfals, rapidly depleted stocksto cover export
sales. The outlook for the U.S. Dollar remained dismal as rates surpassed the $1.10/€ mark placing upward pressure on the
benchmark EU export prices. In late 2003, not only were the weak U.S. Dollar and prospects for arelatively flat rebound in
Australian milk production conspiring to keep dairy pricesfirm, but positive economic datawas now providing evidence of a
recovery of GDP growth, and hence dairy product demand, in major economies.

The price outlook for the next six months points to continued strength although further price increases will probably be
subdued particularly for milk powder. Global demand is improving and exportable supplies are limited as Oceania milk
production for this season iswinding-down. Inthe EU, reportsindicate that the pace of subsidized export pre-fixationsfor al
dairy products are exceeding the monthly profilefor the July 2003 through November 2003 period. In effect, if thisrate of pre-
fixations continues then the EU will be required to scale back exports asit approachesits Uruguay Round limits (based on a
July/Juneyear). Infact, despitethe sharp risein global pricesthe EU has shown no inclination to increase export subsidy rates
for any of the mgjor dairy products.

Therecent price surges, however, have been principally dueto exchange rate factors rather than supply/demand imbalances.
Consequently, it appearslikely that there will be some price resistance particularly for such products as cheese and butterfat
should prices continue to firm solely as a result of a weakening U.S. Dollar. In the case of NDM, prices have exceeded
$1,800/MT FOB N. Europe; a level that is very nearly the break-even point at which U.S. supplies of NDM become
commercially competitive without the aid of subsidies. Thisis particularly truefor such destinations as Mexico and to alesser
extent Asian countries. Consequently, pricesfor NDM are unlikely to rise much further above $1,850/MT. Thismay also serve
torestrain the price of WMP. Further, asthe 2004 spring flush approaches, the EU may step-up export subsidy ratesin order to
avoid surplus accumulation of butter and NDM.

SOURCE: “Dairy: World Markets and Trade”, Circular Series, FD 1-03, December 2003, Foreign Agricultural Service,
USDA. For moreinformation contact Authur Coffing at (202) 720-3761. Thissummary has been condensed by the Market
Information Branch, Dairy Programs, AMS.
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ANNOUNCED COOPERATIVE CLASS| PRICESIN SELECTED CITIES, ANNUAL AVERAGES, 2000-2003 1/

2000 2001 2002 2003
City Announced Federal Difference Announced Federal Difference Announced Federal Difference Announced Federal Difference
Coop. Order Coop. Order Coop. Order Coop. Order
Doallars per Hundredweight

Atlanta, GA 16.11 14.65 1.46 18.31 17.37 0.94 15.86 14.11 1.75 16.36 14.49 1.87
Baltimore, MD 16.01 14.55 1.46 18.92 17.27 1.65 15.76 14.01 1.75 16.16 14.39 1.77
Boise, ID 2/ 13.29 12.99 0.30
Boston, MA 3/ 15.28 14.80 0.48 18.53 17.52 1.01 15.78 14.26 152 16.19 14.64 155
Carbondale, IL 4/ 15.47 13.75 1.72 18.18 16.47 171

Charlotte, NC 16.11 14.65 1.46 18.31 17.37 0.94 15.86 14.11 1.75 16.36 14.49 1.87
Chicago, IL 15.18 13.35 1.83 17.85 16.07 1.78 14.80 12.81 1.99 15.30 13.19 211
Cincinnati, OH 15.56 13.75 181 18.24 16.47 1.77 14.81 13.21 1.60 15.34 13.59 1.75
Cleveland, OH 15.25 13.55 170 18.04 16.27 1.77 14.61 13.01 1.60 15.14 13.39 1.75
Ddlas, TX 15.50 14.55 0.95 17.61 17.27 0.34 15.34 14.01 1.33 15.54 14.39 1.15
Denver, CO 14.76 14.10 0.66 17.53 16.82 0.71 14.41 13.56 0.85 14.79 13.94 0.85
DesMoines, 1A 14.55 13.35 1.20 17.26 16.07 1.19 14.11 12.81 1.30 14.57 13.19 1.38
Detroit, M1 14.54 13.35 1.19 17.11 16.07 1.04 14.05 12.81 124 14.62 13.19 1.43
Hartford, CT 3/ 15.18 14.70 0.48 18.43 17.42 1.01 15.68 14.16 152 16.09 14.54 155
Houston, TX 16.10 15.15 0.95 18.21 17.87 0.34 15.94 14.61 1.33 16.14 14.99 1.15
Indianapalis, IN 15.35 13.55 1.80 18.04 16.27 1.77 14.61 13.01 1.60 15.14 13.39 1.75
Kansas City, MO 14.89 13.55 134 17.33 16.27 1.06 14.62 13.01 161 15.00 13.39 161
Little Rock, AR 14.94 13.75 1.19 17.49 16.47 1.02 14.28 13.21 1.07 15.11 13.59 152
Louisville, KY 15.50 14.35 1.15 17.76 17.07 0.69 15.36 13.81 155 15.86 14.19 1.67
Miami, FL 18.62 15.85 277 20.81 18.57 224 18.36 15.31 3.05 18.58 15.69 2.89
Milwaukee, WI 15.13 13.30 1.83 17.95 16.02 1.93 14.90 12.76 214 15.40 13.14 2.26
Minneapolis, MN 14.43 13.25 1.18 17.30 15.97 1.33 14.32 12.71 161 14.75 13.09 1.66
New Orleans, LA 16.26 15.15 111 18.44 17.87 0.57 16.01 14.61 1.40 16.51 14.99 152
Oklahoma City, OK 15.33 14.15 1.18 17.71 16.87 0.84 15.11 13.61 150 15.39 13.99 1.40
Omaha, NE 14.57 13.40 1.17 17.31 16.12 1.19 14.16 12.86 1.30 14.62 13.24 1.38
Philadelphia, PA 16.15 14.60 1.55 19.09 17.32 1.77 15.93 14.06 1.87 16.22 14.44 1.78
Phoenix, AZ 14.32 13.90 0.42 16.77 16.62 0.15 1351 13.36 0.15 13.89 13.74 0.15
Pittsburgh, PA 15.10 13.65 1.45 18.47 16.37 2.10 15.10 13.11 1.99 15.39 13.49 1.90
St. Louis, MO 15.26 13.55 171 17.98 16.27 171 14.26 13.01 1.25 14.64 13.39 1.25
Salt Lake City, UT 13.70 13.45 0.25 16.43 16.17 0.26 13.21 1291 0.30 13.59 13.29 0.30
Seattle, WA 14.54 13.45 1.09 16.61 16.17 0.44 13.43 1291 0.52 13.71 13.29 0.42
Spokane, WA 4/ 14.54 13.45 1.09 16.61 16.17 0.44 13.43 1291 0.52

Springfield, MO 14.95 13.75 1.20 17.29 16.47 0.82 14.67 13.21 1.46 14.99 13.59 1.40
\Washington, DC 16.01 14.55 1.46 18.92 17.27 1.65 15.76 14.01 1.75 16.16 14.39 177
Simple Average 15.31 14.03 1.28 17.90 16.75 1.15 14.94 13.50 1.44 15.34 13.87 1.47

1/ These figures are simple averages of the monthly prices. The cooperative prices are over-order Class | prices announced for the beginning of the month by coopeartive associations in various ci
markets. The information relates to the major cooperative in each of the city markets and may not apply to al the Class | sales in these markets. These data are common market knowledge in the
sense that the information are obtained from the basic Class | price announcements sent by the cooperative to al handlers who buy milk from them. These announced over-order pricesinclude
charges for various services performed by the cooperative. Announced prices may not include handling or service charges applicable to milk from supply plants. In someinstances, the announced
over-order prices are not uniform in that competitive credits may be allowed. These prices have not been verified as having been actually paid by handlers. 2/ The price series for this city started in
Jan. 2003. 3/ Data do not include the impact of the Northeast Dairy Compact which ceased operation on 9/30/01. 4/ The price series for this city has been discontinued.
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JANUARY MILK SUPPLY AND DEMAND ESTIMATES*

Milk production forecasts for 2003/04 are lowered 400 million pounds from last month as forecasts of both cow numbers and milk per
cow are reduced. Forecast commercial use is lowered dightly from last month but continues to reflect improved demand from
2002/2003. As aresult, forecast milkfat-basis CCC net removals are lowered from last month. Milk price forecasts are raised with
the Class Il price range expected at $11.20-$11.70 per cwt. and the Class IV price at $10.00-$10.70 per cwt. The higher Class IV
price reflects expectations of continued strength in butter prices. The all milk price is narrowed to $12.40-$12.90 per cwt.

ltem 2001/02 2002/03 Estimated 1/ 2003/04 Projection 1/
v December | January December |  January
SUPPLY BILLION POUNDS
BEGINNING COMMERCIAL STOCKS 2/ 8.8 11.2 11.2 11.0 11.0
PRODUCTION 169.2 169.9 169.9 171.0 170.6
FARM USE 1.2 11 11 1.0 1.0
MARKETINGS 168.0 168.8 168.8 170.0 169.6
IMPORTS 2/ 5.2 4.9 4.9 4.9 5.0
TOTAL COMMERCIAL SUPPLY 2/ 182.0 185.0 185.0 185.9 185.6
USE
COMMERCIAL USE 2/ 3/ 1705 172.7 172.7 176.7 176.6
ENDING COMMERCIAL STOCKS 2/ 11.2 11.0 11.0 8.8 8.8
CCC NET REMOVALS:
MILKFAT BASIS 4/ 0.3 12 1.2 0.4 0.2
SKIM SOLIDS BASIS 4/ 9.6 9.2 9.2 5.9 6.2
DOLLARSPER CWT.
MILK PRICES 5/
CLASSII1 6/ 11.03 10.63 10.63 11.10-11.70  11.20-11.70
CLASSIV 6/ 11.22 10.05 10.05 9.80-1060  10.00-10.70
ALL MILK 7/ 12.74 11.90 11.90 12351295  12.40-12.90
MILLION POUNDS
CCC PRODUCT NET REMOVALS 4/
BUTTER 0 29 29 10 1
CHEESE 9 47 47 10 10
NONFAT DRY MILK 817 751 751 500 525
DRY WHOLE MILK 0 0 0 0 0
QUARTERLY 8/ ANNUAL 8/
20041 | 200411 | 2004lll 2003 | 2004
BILLION POUNDS
MILK PRODUCTION 432 44.1 41.9 169.8 171.2
DOLLARSPER CWT.
ALL MILK PRICE5/ 7/ 12.40-12.80 11151185 1150-12.50 12.51 11.95-12.75
CLASSIII PRICE 5/ 6/ 10.75-11.15  10.15-10.85  10.60-11.60 11.42 10.65-11.45
CLASS IV PRICE 5/ 6/ 1010-10.60 9751055  9.9511.15 10.00 9.95-10.95

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/ Projections indicate arange of the average for the quarter or year.
6/ Federal milk order minimum prices. 7/ Milk of average fat test. Does not reflect any deductions from producers as authorized by legislation. 8/
Calendar year basis projection.

* The World Agricultural Supply and Demand Estimates were approved by the Interagency Commaodity 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," WASDE-406, World Agricultural Outlook Board, USDA, January 12, 2004.
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MAILBOX MILK PRICESFOR SELECTED REPORTING AREASIN FEDERAL MILK ORDERS
AND CALIFORNIA, OCTOBER 2003

In October 2003, mailbox milk pricesfor selected reporting areasin Federal milk ordersaveraged $14.88 per cwt., $.60 more than thefigure
for the previous month. The component tests of producer milk in October 2003 were: butterfat, 3.71%; protein, 3.10%; and other solids,
5.67%. Onanindividual reporting areabasis, mailbox pricesincreased in all reporting areas, and ranged from $17.73 in Floridato $13.03
in the Northwest States. In October 2002, the Federal milk order all-area average mailbox price was $11.99, $2.89 lower.

Note: The mailbox price data seriesincludes producer milk marketings that were not pooled under the Federal milk order system due to
disadvantageous price relationships.

Mailbox Milk Price 2/
Reporting Area October September October
2002 2003 2003
Dollars per hundredweight

Northeast Federal Milk Order 11.74 14.49 15.23
Appalachian States 3/ 12.42 14.67 15.22
Southeast States 4/ 13.24 1551 15.97
Southern Missouri 5/ 11.92 14.22 14.71
Florida 15.50 17.25 17.73
Ohio 11.86 14.13 15.05
Michigan 11.68 13.90 14.60
Wisconsin 12.38 14.95 15.57
Minnesota 12.18 15.10 15.59
lowa 12.13 14.68 15.31
Illinois 12.15 14.54 15.35
Corn Belt States 6/ 11.81* 13.45 13.75
Western Texas 7/ 12.14 13.95 14.36
New Mexico 11.10 13.13 13.39
Idaho 10.97 13.47 13.83
Utah 10.87 13.17 13.70
Northwest States 8/ 11.56 12.36 13.03
All Federal Order Areas 9/ 11.99 14.28 14.88
Cdifornia 10/ 10.94 13.24 NA
*= Revised.

NA= Not available.

1 Information is shown for those areas for which prices are reported for at least 75% of the milk marketed under Federal milk orders. The price shownis
theweighted average of the pricesreported for al ordersthat received milk fromthearea. 2/ Net pay pricereceived by dairy farmersfor milk. Includes
all paymentsreceived for milk sold and all costs associated with marketing themilk. Priceisaweighted average for the reporting areaand isreported at
the average butterfat test. Mailbox price does not include any Milk Income Loss Contract (MILC) payments. 3/ Includes Kentucky, North Carolina,
South Carolina, Tennessee, and Virginia. 4/ Includes Alabama, Arkansas, Georgia, Louisiana, and Mississippi. 5/ The countiesof Vernon, Cedar, Polk,
Ddllas, Laclede, Texas, Dent, Crawford, Washington, St. Francois, and Perry and all those to the south of these. 6/ Includes Kansas, Nebraska and the
Missouri counties to the north of those listed in 5/. 7/ All counties to the west of Fanin, Hunt, Van Zandt, Henderson, Anderson, Houston, Cherokee,
Nacogdoches, and Shelby. 8/ Includes Oregon and Washington. 9/ Weighted average of theinformation for all selected reporting areasin Federal milk
orders. 10/ Calculated by California Department of Food and Agriculture, and published in “ California Dairy Information Bulletin.”
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CCC PURCHASES OF DAl RY PRODUCTS (POUNDS)

FOR THE WEEK OF JANUARY 12 — 16, 2004 CUMULATI VE TOTALS UNCOWM TTED | NVENTORI ES

TOTAL CONTRACT ADJUSTED S| NCE SAME PERI OD WEEK ENDI NG  SAME PERI D
PURCHASES ADJUSTMENTS PURCHASES 10/ 01/ 03 LAST YEAR 01/ 09/ 04 LAST YEAR

BUTTER

Bul k - 0- - 0- - 0- - 0- - 0- - 0- - 0-

Packaged - 0- - 0- - 0- - 0- - 0- - 0- - 0-
TOTAL - 0- - 0- - 0- - 0- - 0- - 0- - 0-
CHEESE

Bl ock - 0- - 0- - 0- - 0- 343,714 - 0- -0-

Barrel - 0- -0- -0- -0- 337, 555 -0- -0-

Process -0- -0- - 0- - 0- 5, 623, 200 - 0- - 0-
TOTAL - 0- - 0- - 0- - 0- 6, 304, 469 - 0- - 0-
NONFAT DRY M LK

Nonf or t 28, 116, 943 597,575 27,519, 368 160, 049, 199 138, 194, 019 861, 234, 000 1, 020, 675, 000

Fortified - 0- - 0- - 0- -119, 048 - 0- 46, 391, 000 46, 391, 000
TOTAL 28,116, 943 597,575 27,519, 368 159, 930, 151 138,194, 019 907, 625, 000 1, 067, 066, 000

M LK EQUI VALENT, FAT SOLIDS BASIS, 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 JANUARY 12 - 16, 2004 = 6.1 320.3 COVPARABLE PERI OD | N 2003 = 9.9 163.2
CUMULATI VE SI NCE OCTOBER 1, 2003 = 35.2 1,861.6 CUMULATI VE SAME PERI OD LAST YEAR = 88.6 1,671.0
CUMULATI VE JANUARY 1 — 16, 2004 = 9.7 502. 2 COVPARABLE CALENDAR YEAR 2003 = 14.5 405. 14
* Factors used for Fat Solids Basis - Butter tines 21.80; Cheese tines 9.23; and Nonfat Dry MIk tinmes 0.22
**Factors used for Skim Solids Basis - Butter times 0.12; Cheese tinmes 9.90; and Nonfat Dry MIk tinmes 11.64
CCC ADJUSTED PURCHASES FOR THE WEEK OF JANUARY 12 - 16, 2004 (POUNDS)
BUTTER CHEESE NONFAT DRY M LK
REG ON BULK PACKAGED UNSALTED BLOCK BARREL PROCESS NONFORTI FI ED FORTI FI ED
CENTRAL - 0- - 0- - 0- - 0- - 0- - 0- 1, 756, 058 - 0-
VEST - 0- - 0- - 0- - 0- - 0- - 0- 23, 464, 042 - 0-
EAST - 0- - 0- - 0- - 0- - 0- - 0- 2, 299, 268 - 0-

CCC ADJUSTED PURCHASES SI NCE 10/1/03 AND SAME PERI CD 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 2003/ 04 2002/ 03 2003/ 04 2002/ 03 2003/ 04 2002/ 03 2003/ 04 2002/ 03
CENTRAL -0- -0- -0- 5, 623, 200 2,606, 034 2,749, 365 1.7 59.3
VEST -0- -0- -0- 681, 269 154,762, 518 135, 444, 654 96. 6 40.7
EAST - 0- - 0- - 0- - 0- 2,561, 599 - 0- 1.7 0.0
TOTAL -0- -0- - 0- 6, 304, 469 159, 930, 151 138, 194, 019 100.0 100.0

SUPPORT PURCHASE PRI CES FOR DAl RY PRODUCTS PRODUCED ON OR AFTER NOVEMBER 15, 2002

MANUFACTURI NG M LK Average Test 3.67% - $9.90 per cwt.

BUTTER Bul k $1. 0500 Eer pound; 1# Prints $1.0850
CHEESE 40 & 60# Bl ocks $1.1314 per pound; 500# Barrels $1.1014; Process American 5# $1.1889; Process Am 2# $1.2289
NONFAT DRY M LK Nonfortified $.8000 per pound; Fortified $.8100; Instant $0.9625

U.S. Dairy & Total Cow Sl aughter under Federal |nspection, by Regions, for Wek Ending 12/27/03 & Conparabl e Wek 2002
U. S. TOTAL % DAI RY OF ALL
Regi ons* (000 HEAD) 1 2 3 4 5 6 7 8 9 10 VEEK SINCE JAN 1 WEEK SI NCE JAN 1
2003-Dairy 0.2 0.6 51 3.0 13.8 1.4 0.3 0.7 1:0.9 1.7 37.5 2,849.9 46. 9 47.8
2002-Dai ry 0.1 0.6 4.4 2.7 16.2 1.4 0.3 0.7 1:1.2 1.4 38.9 2,593.2 46. 5 46.0
2003-All cows 0.2 0.7 6.7 7.8 21.9 10.6 13.2 3.0 12.1 3.7 80.0 5,961.9
2002- Al cows 0.1 0.7 5. 8.1 25.3 10.9 11.2 3.3 12.4 5.7 83.6 5,631.9

SOURCE The sl aughter data are gathered and tabulated in a cooperative effort by the Agricultural Mrketing Service, The

Food Safety and | nspection Service, and the National Agricultural Statistics Service, all of USDA
CLASS |11 M LK PRI CES, (3. 5% BF)
YEAR JAN FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC
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 M LK ORDER CLASS PRI CES FOR 2003 - 2004 (3.5% BF)
CLASS  JAN FEB MAR APR VAY JUN JUL AUG SEP ocT NOV DEC  JAN 2004
[ 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
I 11.29  10.66 10.54  10.44  10.43  10.46 10.63  10.81  10.76  10.84  10.99 11.30
K 9.78 9.66  9.11 9.41 9.71 9.75 11.78  13.80  14.30  14.39  13.47 11.87
IV 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 ww. ans. usda. gov/dyfros/ m b/cls_prod_cnp_pr.htm






