WEEK OF JUNE 25 - 29, 2001

DAIRY MARKET NEWS

VOLUME 68, REPORT 26

NATIONAL DAIRY MARKET AT A GLANCE

CHICAGO MERCANTILE EXCHANGE (CME) CASH MARKETS (06/29):

BUTTER: Grade AA closed at $2.0000. The weekly average for Grade
AA is $2.0067 (+.0042).

CHEESE: Barrelsclosed at $1.6100 and blocksat $1.6575. Theweekly
average for barrelsis $1.5930 (-.0345) and blocks, $1.6675 (+.0005).

NONFAT DRY MILK: ExtraGradeclosed at $1.0300and GradeA closed
at $1.0400. Theweekly averagefor ExtraGradeis $1.0300 (N.C.) and Grade
A, $1.0400 (N.C.).

BUTTER: Butter markets remain firm. Butter stocks are building on a
weekly basis, although they continuetotrail last year’ slevel. Imported butter
continues to arrive on U.S. shores to supplement local production. Current
imports, subject to licensing requirements and high-tier (above quota) levels,
are sharply higher versus 2000. Australia and New Zealand are the major
sourcing countries. During January —May, 2001, licensed butter importstotal ed
8.4 million pounds compared to 4.5 million pounds during the comparable
periodin2000. High-tierimportstotal 2.5million poundscomparedto 33,695
pounds during the same five month period last year. Buying interest isfair at
best with most orders being places for short term or immediate needs. More
butter handl ersarespecul ating that overall butter salesareslowing dueto current
price levels.

CHEESE: The cheese market is unsettled to weak. Bulk cheese needs
and finished product deliveriesare expected to bereduced by the Independence
Day holiday next week. Process cheese movement istypically stronger than
natural. Many plantshave an uncommittedload or two availablefor salewhile
othersare hard pressed to meet orders. Cheese production is showing seasonal
declines, reflectinglower milk intakesand reduced cheeseyields. Any extramilk
generated over the holiday will bewelcomed by plants operating on diminished
schedules.

FLUID MILK: Milk production is declining through most, if not all, of
thecountry dueto summer heat, aswell ashumidity and bitinginsects. California
hascooled off and areboundinreceiptsisexpectedif conditionscontinue. Class
| sales are at average to slow summer levels. Manufacturing schedules are
generally lighter asthetotal milk volumesdecline. Dryer efficienciesare also
lower in summer and plant capacity is reduced. Florida continues to export
surplusmilk to nearby regionsthough handlersare preparing to startimporting
fairly soon. Recent rainsin the Pacific Northwest are doing little long term
to aleviate the drought but are helping current crop conditions. Plans for
handling any extraholiday surplusmilk areunderway but limited extravolumes
are expected to be generated.

DRY PRODUCTS: The NDM market isunsettled asbuyersand sellers
sort out demand and needs at various prices. Thisweek, the first offerings of
NDM weremadeat the new, lower CCC purchase priceof $.90 per pound. Also,
exportersare waiting for the new DEIP year allocations, that will start July 1.
Drying schedulesare steady to lower asmilk volumesdecline seasonally. Some
additional high heat product is being produced. The buttermilk market is
fairlysteady with offerings limited due to increased sales of condensed and
reduced churning. Thewhey market issteady to firmand productionislighter.

Morebuyersarelimiting purchasesto needs. TheWPC marketissteady. Buyers
arelimiting purchasesto current needs. Recent CCC off-condition NDM sale
activity is continuing to affect demand as buyers look for cheaper sources of
animal feed ingredients.
CCC: During the week of June 25 - 29, CCC purchased 15,923,797
pounds of Western and 359,080 pounds of Midwestern nonfortified NDM.
CLASSAND COMPONENT PRICES(DAIRY PROGRAMS): The
following arethe June2001 pricesunder the Federal Milk Order pricing system:
Class Il $16.05 (+ $.33), Class |1l $15.02 (+ $1.19); and Class IV $15.33
(+$.29). Product price averages used in computing Class prices are:  butter
$1.9263, NDM $1.0148, cheese $1.6211, and dry whey $.2764. The Classl|
butterfat priceis$2.2159 andtheClass|1/1V butterfat priceis$2.2089. Further
informationmay befoundat: www.ams.usda.gov/dairy/mib/classprcacnmt.pdf
CONSUMER PRICE INDEX (BLS): TheMay 2001 CPI for all food
i5172.5, up 3.1%from May 2000. Thedairy productsindex at 164.7,is3.2%
morethan ayear ago. Thefollowing arethe May to May changesfor selected
products: fresh whole milk up 5.8%, cheese 2.0% higher, and butter up 28.6%.
COMMERCIAL DISAPPEARANCE (ERS, AMS): Commercial
disappearance of dairy productsduring January —April 2001 totals54.6 billion
pounds, up 2.3% from the same period in 2000. Comparing disappearance
levelswithyear earlier levels: butter isdown 5.0%; American cheese, up 3.8%;
Other cheese, 3.3% higher; NDM, 42.0% more; and fluid milk product, up 0.3%
DAIRY SITUATIONAND OUTLOOK (ERS): The1%dipinMay milk
production hinted at somerecovery after declinesof morethan 2%fromayear
earlier in March and April. However, weakness in milk per cow has not
dissipated quickly, and full recovery probably will be lengthy. Milk per cow
evidently was damaged significantly by winter weather stress and very tight
suppliesof good forage. Theseindicatorsimply only gradual recovery inmilk
per cow, even though milk-feed ratios are projected to be relatively high.
Returns over concentrate costsin 2001 are projected to rise about athird and
tomatchthe 1998 record. For theyear, cow numbers are expected to average
about 1% bel ow 2000. Milk productionisprojectedto moveaboveayear earlier
this autumn. However, 2001’ stotal is expected to be about 1% below ayear
earlier, the first decline since 1996 and only the second decrease of that size
since 1984. Dairy demand stays strong, despite anumber of recent economic
uncertainties. Thedemand strength was shownintherapid increasesin prices
instead of theamount sold. May 1 commercial dairy stocksweremuch smaller
thanayear earlier and uprelatively littlefrom January 1. Rebuildingtheselean
stocks will help absorb the early portion of the expected recovery in milk
production. Wholesale butter and cheese prices are expected to hold fairly
steady during the rest of the year, possibly weakening somewhat as milk
production starts to expand towards yearend. However, the low commercial
stocks, new DEIP allocations beginning in July, and the apparent firmnessin
international powder markets suggest that any price declinesmight belimited,
at least until well into autumn. Faster-than-expected expansion in milk
production could causepricesto crumbl e sooner than projected, but second-hal f
prices should be relatively strong in any case.
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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
JUNE 25 JUNE 26 JUNE 27 JUNE 28 JUNE 29 CHANGE* | AVERAGE#
CHEESE
BARRELS $1.5850 $1.6000 $1.5800 $1.5900 $1.6100 $1.5930
(-.0325) (+.0150) (-.0200) (+.0100) (+.0200) -.0075 (-.0345)
40# BLOCKS $1.6700 $1.6700 $1.6700 $1.6700 $1.6575 $1.6675
(N.C) (N.C) (N.C) (N.C) (-.0125) -.0125 (+.0005)
BUTTER
GRADE AA $2.0100 | - $2.0100 | - $2.0000 $2.0067
(+.0100) (N.C) (-.0100) N.C. (+.0042)

*Sum of daily changes. # Weekly averagesaresimpleaveragesof thedaily closing pricesfor the calendar week. Computed by Dairy Market Newsfor informational purposes. Thisdataisavailable
onthelnternet at WWW.AMS.USDA.GOV/MARKETNEWS.HTM (NOTE: TheNDM daily/weekly pricesarereported herewhen changesoccur. The ExtraGradepriceis$1.0300 and Grade

A priceis$1.0400. NDM information remainsavailableat the aboveinternet address.)
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MONDAY, JUNE 25, 2001

CHEESE -- SALES: 1 CARBARRELS @ $1.6000; BIDS UNFILLED: NONE; OFFERSUNCOVERED: 4 CARSBARRELS:1 @ $1.5850,1 @ $1.6000,1 @ $1.6175,
1 @ $1.6200

BUTTER -- SALES: 10 CARS: 2 @ $1.9900, 1 @ $1.9925, 1 @ $1.9900, 1 @ $1.9925, 3 @ $2.0000, 1 @ $2.0050, 1 @ $2.0100; BIDS UNFILLED: 4 CARS:
2 @ $1.9950, 1 @ $1.9025, 1 @ $1.9000; OFFERS UNCOVERED: 4 CARS: 1 @ $2.0100, 1 @ $2.0200, 1 @ $2.0500, 1 @ $2.1000

TUESDAY, JUNE 26, 2001

CHEESE -- SALES: NONE; BIDS UNFILLED: 1 CAR BARRELS @ $1.6000; OFFERS UNCOVERED: NONE

WEDNESDAY, JUNE 27, 2001

CHEESE -- SALES: 3 CARS BARRELS: 1 @ $1.5825, 1 @ $1.5800, 1 @ $1.6000; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 4 CARS BARRELS:

1 @ $1.5800, 1 @ $1.5900, 1 @ $1.6000, 1 @ $1.6100

BUTTER -- SALES: 3 CARS: 1 @ $2.0100, 1 @ $2.0200, 1 @ $2.0100; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 5 CARS: 1 @ $2.0100, 1 @ $2.0200,

1 @ $2.0300, 1 @ $2.0400, 1 @ $2.0500

THURSDAY, JUNE 28, 2001

CHEESE -- SALES: 1 CAR BARRELS @ $1.5900; BIDS UNFILLED: NONE; OFFERS UNCOVERED: NONE

FRIDAY, JUNE 29, 2001

CHEESE -- SALES: 3 CARS BARRELS: 2 @ $1.6000, 1 @ $1.6100; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 2 CARS 40# BLOCKS: 1 @ $1.6575,

1 @ $1.6700

BUTTER -- SALES: 7 CARS: 1 @ $1.9975, 2 @ $2.0000, 1 @ $2.0050,1 @ $2.0000, 2 @ $2.0050; BIDS UNFILLED: NONE; OFFERS UNCOVERED: 9 CARS:
1 @ $2.0000, 1 @ $2.0025, 1 @ $2.0050, 1 @ $2.0075, 2 @ $2.0100, 1 @ $2.0200, 1 @ $2.0300, 1 @ $2.0500

Dairy Market News will report CME nonfat dry milk activity only on the sessions when trading occurs.

BUTTER MARKETS

NORTHEAST

The market toneremainsfirm. Inrecent trading, the butter price at the CME
hasbounced around the $2.00—2.01 level. Butter output in the East hasbeen

off during the past coupleweeksassomeproducerssell their creamand dosome
microfixingtofill printorders. Bulk butter isstill readily availablefromWestern
producesand, infact, bulk isregul arly being shipped to Eastern producersand

supplierstosupplement needs. Thisisatypical occurrenceduringthesummer

and fall months. Retail demand is dlow to fair. Current retail prices are a
deterrent to consumption. Food service orders are fair to good, particularly

inresort or vacation areas. Sales of bulk butter, f.0.b. East, arereportedin a
range of 3.5 —8.0 cents over the CME price/average.

CENTRAL

The market tone remainsfirm. The cash price at the CME continuesto trade
atlevels$.80abovelast year at thistime. Most producersand handlerscontinue
to take advantage of available cream offerings at thistime, although most are
not pleased with current pricesin relationship with inventorying programs.
Stocks of butter continue to lag last year at this time, although the margin
between yearsisnarrowing. Some handlersare stating that current pricesare
probably slowing butter sales, thusstocksarenot clearing asreadily asif prices
werelower. Imported butter continuestoarriveonU.S. shoresto supplement
local production. Currentimports, subject tolicensing requirementsand high-

tier (above quota) levels, are sharply higher versus 2000. Australiaand New
Zealand arethemaj or sourcing countries. Duringthefirst fivemonthsof 2001,
licensed butter imports totaled 8.4 million pounds compared to 4.5 million
pounds during 2000 with high-tier imports totaling 2.5 million pounds
compared to 33,695 pounds last year. Overall butter sales are referred to as
fair at best. Most food service and retail orders are being placed for short or
near term needs. When available, bulk butter for spot saleissellinginaprice
range of 3 — 5 cents per pound over various pricing bases, although most
producers and handlers are holding additional stocks with confidence.

WEST

Somecontactsstatethat bulk butter saleshave s owed dueto the higher prices
thisearly intheyear. Print salesseemto beholding up reasonably well. Food
serviceorderscontinueat goodlevels. Warmer temperaturesand moresummer
vacationsare stimul ating cream demand fromice cream plants. Somecontacts
arewonderingwhat impact, if any, theresumption of salesof NDM tothe CCC
program at 90 cents per pound will have on the product mix between butter/
powder and cheese. CME weekly butter stocks increased by only 880,000
poundsthisweek. Thisisthesmallest weekly increasein eight weeks. Stocks
trail lastyear at thistimeby 17.6 million pounds. Current pricesfor bulk butter
nominally range from 3 cents under to flat market based on the CME with
various time frames and averages involved.

NASS DAIRY PRODUCT PRICES
U.S. AVERAGE AND TOTAL POUNDS

CHEESE
40# BLOCKS BARRELS
WEEK ENDING 38% MOISTURE
JUNE 23 1.6339 1.6142
7,336,767 10,188,992

NDM BUTTER DRY WHEY
1.0118 1.9672 0.2879
13,857,520 2,586,223 10,175,201

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

For thefifteenth consecutive week, the CM E weekly 40# block average price
hasincreased. The market toneis quite firm, but thetrading level for barrels
at the CM E hasdecreased 5 centsinjust twotrading sessions(6/22 & 25). With
barrel pricesfalling, buyers are alittle more reluctant to place new ordersin
case prices fall further. Eastern cheese makers report reduced receipts of
surplus milk and cheese output is off accordingly. Producer stocks are more
than sufficient to meet current needs. Retail demand isslowing asJuneDairy
Month promotionsarecomingtoanendandretailersareworkingdownexisting
stocksbeforereordering. Food service ordersare steady toimproved asmore
outlets are opening for the summer season.

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

Cheddar 10# Prints 1.7125-2.1825

Cheddar Single Daisies 1.6700-2.1300
Cheddar 40# Block 1.8075-1.9900
Process 5# L oaf 1.8400-2.0000
Process 5# Sliced 1.8600-2.1175
Muenster 1.8725-2.0800
Grade A Swiss Cuts 10 - 14# 2.3500-2.5500

MIDWEST

The cheese market is steady, though with an unsettled undertone. Many
processors and packagerswill be down for an extraday or two next week for
the holiday observance and shipments will be affected. Thiswill reducethe
need for bulk cheese. Recent declines in cash barrel prices at the Chicago
Mercantile Exchange are contributing to the general uneasiness with current
prices. Many cheese producers have extracheeseininventory. Spotinterest
remainson thelight side, centered on short-term replacement needs. At least
afew intheindustry feel that consumer demand may have slowed after they
became accustomed to lower prices and/or promotional activity on cheese.
Processcheeseinterest remainsgenerally stronger than many natural varieties.
Atcurrentbarre prices,importsof cheesefor processing solidsareanattractive
dternative. Some larger, delayed increases in Swiss prices are being passed
aongto buyers. With continued weaknessin mozzarella, some production of
non-traditional mozzarella has shifted back to American types. Cheese
productionisgenerally lower, asmilk receiptswilt dueto summer temperatures,
humidity, and insects.

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

Process American 5# L oaf 1.8475-2.0200
Brick And/Or Muenster 5# 1.9900-2.2625
Cheddar 40# Block 1.9800-2.1150
Monterey Jack 10# 2.1400-2.2900
Blue 5# 2.4075-2.6100
Mozzarella5 - 6# (Low Moisture, Part Skim) 2.0000-2.2150
Grade A Swiss Cuts 6 - 9# 2.4000-2.6850

MIDWEST COMMODITY CHEDDAR

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

CHEDDAR STYLES JUNE 25 - 29, 2001

BARRELS' $1.5900 - 1.6425 (NOMINAL)
(-$.0300) (.0075)

40# BLOCKS $1.6675 - 1.6975 (NOMINAL)

($.0075) (.0075)
() Change from previous week. * If steel, barrel returned.

WEST

For the fifteenth consecutive week, natural and process cheese prices
increasedintheWesternregionfollowingthe CM E cashmarket. Salesactivity
issomewhat mixed. Somebuyersareworkingdowninventorieswiththehope
that they might see lower pricesin the near future. Manufacturers seemto
believethat prices havethe potential to go higher. Current barrelsbound for
processing seemto be moving well. Under grade cheese solidsfor processing
are not moving well. The reported problem is competition from imported
cheese being delivered at very competitive prices from Europe. Current

blocks are clearing adequately. Some interest in aged cheese is developing,

but bid prices are on the low side when the carrying costs are taken into
account. Swiss cheese sales activity islisted as good for this season of the
year. Offers of mozzarellacheese seem to beincreasing. Somereports are
noted that commercial warehouse spacefor block cheese storageislimited at

this time because of the heavy amounts currently in storage.

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

Process 5# L oaf 1.7775-2.0375
Cheddar 40# Block 1.7900-1.9525
Cheddar 10# Cuts 1.9700-2.1900
Monterey Jack 10# 1.9800-2.1400
Grade A Swiss Cuts 6 - 9# 2.3500-2.5400

FOREIGN

Domestic cheesepricesarehigher againthisweek. Themarket toneisseasonal
atbest. Most ordersarefor replacement volumes, particularly at atimewhen
U.S. cheese prices are so high. Because of the high prices at the CME and
in the U.S. market in general, demand for imported cheese used for further
processing isquitegood. Through May 2001, importsof "high-tier" (above
quota) cheeseareupinall categories. Someof thelargest gainsfromthesame
period last year were: Cheddar (+47,362 Kg), American type (+1,836,618
Kg), and Italian-type (+326,442 Kg).

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

NEW YORK
VARIETY IMPORTED DOMESTIC
Roquefort TFEWR : -0-
Blue : 2.6400-3.1400 : 2.0150-3.5100*
Gorgonzola : 3.2400-5.9400 : 2.4900-3.5825*
Parmesan (ltaly) TFEWR : 3.4300-3.4550*
Romano (Italy) : 2.1000-2.9900 : -0-
Provolone (Italy) . 3.4400-5.5000 : 2.0225-2.2425*
Romano (Cows Milk) : -0 : 3.2050-5.3825*
Sardo Romano (Argentine) : 2.6500-3.2900 : -0-
Reggianito (Argentine) : 2.6500-3.2900 -0-
Jarlsberg-(Brand) : 2.7400-3.5900 : -0-
Swiss Cuts Switzerland : -0 : 2.3500-2.5500
Swiss Cuts Finnish : 25900-2.8500 : -0-
Swiss Cuts Austrian : 2.2500-2.7500 -0-
Edam :

2 Pound . TFEWR -0-

4 Pound : 2.1900-3.0900 -0-
Gouda, Large : 2.3900-2.6800 -0-
Gouda, Baby ($/Dozen) : :

10 Ounce : 27.8000-31.7000 : -0-

* = Price change.

WEEKLY COLD STORAGE HOLDINGS-SELECTED STORAGE CENTERS

IN THOUSAND POUNDS - INCLUDING GOVERNMENT STOCKS

BUTTER : CHEESE

06/25/01 41,716 : 130,636
06/01/01 27,814 : 127,749
CHANGE 13,902 2,887

% CHANGE 50 2
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FLUID MILK AND CREAM

EAST
Spot shipmentsof Grade A milkinto or out of Floridaand other Southeastern states
THIS WEEK LAST WEEK LAST YEAR
IN ouT IN ouT IN ouT
FLORIDA 0 75 0 70 0 0
SOUTHEAST STATES 0 0 0 0 0 0

Thebasepricefor Class| milk for July 2001is$15.34 per cwt., up $0.35from
June2001. Class| differential sspecifictoeach order areaddedtothebaseprice
to determinetheClass| price. The Class|l skimmilk pricefor July is$8.58,
down two cents from June. Earlier thisweek, the Attorneys General for al
six New England statesannounced that they had reached an antitrust settlement
with the fluid milk processor who controls approximately 70% of New
England’ sbottlemilk business. According to some contactsand their "way of
thinking," afew of thedetails of the settlement appear confusing or puzzling.
This week, hot weather continues to cover most of the region. The high
temperatures and humidity aretaking more of atoll on cows. Milk outputis
falling from the Northern areasto Florida. Theratesof declinevary. Fat and
protein tests on the incoming milk are dropping along seasonal patterns.
Florida soutput continuestodrop, but milk volumesarestill excessiveof Class
| needs and shipments out of state continue. Bottled milk sales are seldom
better than fair and reported as" down right poor" in some parts of theregion.
Manufacturing plantsare operating on reduced schedules. Themost notesble
drops in scheduling seem to be in the Southeast where most plants that are
running aredoing soonly 3-4daysaweek. Somehandlersarepreparingtotake
in"outsidemilk" starting next week. They may not needit right now, but most
contracts of this nature start July 1. The condensed skim market is alittle
firmer, but pricesareunchanged. Offeringsarenot asdifficult to clear asthey
wereafew weeksago. Spot demandisstill light asmost deliveriesareto meet
contracts. Drying schedulesaregenerally lighter dueto thebetter demand and
lighter volumes of surplus milk coming into butter/powder plants. Thefluid
cream market isfirm. Demandisgood, best early intheweek. Spot pricesare
higher as both the weekly CME butter average and multiples moved higher.
Most suppliersreport animproved demand, but afew did haveloadsto clear
late in the week. Others, however, were looking for additional loads for
Thursday delivery. Some non-Grade A cream was moving to Midwestern
churning facilities. Cream cheese output isimproving and afew extraor spot
loadsof creamwerepurchased. | cecream productionisseasonally heavy. The
hot weather is giving consumption aboost, particularly soft serve. Sales of
frozennoveltiesarealsovery good. Churning activity isslower assomebutter
makers are selling their cream.

FLUID CREAM AND CONDENSED SKIM PRICESIN TANKLOT QUANTITIES

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

F.O.B. PRODUCING PLANTS: N ORTHEAST 2.6233-2.7635

DELIVERED EQUIVALENT ATLANTA - 2.5632-2.7635 M 2.6433-2.703
F.O.B. PRODUCING PLANTS: UPPER MIDWEST - 2.6233-2.7434

PRICES OF CONDENSED SKIM, $ PER LB WET SOLIDS

F.O0.B. PRODUCING PLANTS:

NORTHEAST- CLASS || - INCLUDES MONTHLY FORMULA PRICES - 1.0500-1.1500

NORTHEAST- CLASS 1] - SPOT PRICES .8000-.9600

MIDWEST

Milk production is declining in the Upper Midwest as warm seasonal
temperatures, e evated humidity, andinsectsreducecow comfort. Temperatures
inthe 90swerenoted in Minnesotaandin partsof Wisconsin. Fat and protein
tests on incoming loads are also dlipping seasonally. Reported spot
manufacturing milk pricesrange from $1.25 fob to well over $3.00 delivered,
mainly inthe $1.50—2.00 fob area. Theseare good pricesfor surplussellers
during the time of year when milk is often being discounted to find a
manufacturing home. Projectionsfor next week’ sholiday arefor anirregular
week with most users expecting to use nearly regular volumes on adjusted

schedules. However, afew plantsarereported to be closing for aweek or two
of summer shutdown, which may temporarily increase the pool of surplus
milk. Handlers/buyersfromthe South areinterestedin securing additiona milk
suppliesfor summer and fall antici pated needswith somedealsalready made.
Cream demand is good and supplies havetightened. Cream pricesare higher,
reflecting the higher cash butter average at the Chicago Mercantile Exchange
and steady to dightly higher multiples. |ce cream, whipped cream, and dip
demand and productionremainstrong. About adozenloadsof Wisconsinmilk
were shipped into the St. Louis area along with regular shipments. Class|
interest issteady toslow for summer levels. Cottage cheesedemand continues
toholdup better thanexpected. Somebottlersarefeaturingreducedfat varieties
to generate extra cream for other products. Some farmers continue to plant
cropsin finaly dry fields as well as the hay harvest, both first and second
cuttings. Crop spraying isfar behind on many fields due to wet conditions.

WISCONSIN LIVESTOCK AUCTIONS (PER CWT.)
JUNE 21 - 27 PREVIOUS YEAR
SLAUGHTER COWS $44.00- 51.00  $40.00- 45.00
REPLACEMENT HEIFER CALVES $380.00-505.00 $240.00-325.00

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

JUNE 21 - 27 PREVIOUS YEAR
SLAUGHTER COWS $50.00- 5450  $ 36.00- 49.00
WEST

Californiapool receiptsof milk for themonth of May total 2.88 billion pounds,
up 5.3%fromMay 2000. Theblend priceat afat test 03.59%is$14.64. This
isthehighest blend pricesince August of 1999. TheMay quotapriceis$15.70,
up$1.05fromApril and $3.46 higher thanlast year at thistime. Thepercentage
of receipts used in Class 1 products is 19.12%. The base/overbase priceis
$14.00. Weather conditions are improved throughout al of Cdifornia
Temperaturesare20-30 degreescool er thanlast week with somerain showers.
Thehot conditionsthat lasted morethan aweek did bring downmilk production
across much of the state. Contacts are expecting some rebound over the next

week to ten days if these less stressful conditions prevail. A further
complication for good milk production isthe amount of biting fliesnoted this
summer. The early wet conditions are getting the blame for this. No power
disruptions were noted which surprised many in theindustry. More power
wasavailablefor purchase and plantsthat had been down for repairsare now
mostly back online. Manufacturing plantsare noting very good salesactivity
for condensed skim and cream. Prices for dairy quality hay are firm and
quantitiesarelimited. Hay harvested recently hasbeen classified as" summer
hay" because of the extremely hot temperatures. Thistype of hay normally

only makeseither low-end dairy hay or high-endfeeder. Conditionsin Arizona
have improved with temperatures now only in the low 100’'s. Nights are
cooling down reasonably well. Production conditions are being called mid-
summer eventhoughitisstill June. Thereal culpritisthehighhumidity. Yields
produced by the current milk receiptsarelow and declining. Most producers
attending the New Mexico Dairy Day were upbeat and optimistic. Many are
implementing or reviewing expansionplans. Themajor limiting factor that they

seeisthe shortage of heifersand their high prices. They wonder if it paysto
expand if they cannot fill up thelot with animals. Hay ismoreexpensive, but

itisavailable. Shower activity and cool er temperatureswerecommonover the
Pacific Northwest. Therain isnot enough to ease the general drought, but it

is enough to help crops develop in the short run. Milk in the region remains
strong. Hay is available, but prices are increasing. Heifers are not readily

available. Warmer conditions are again moving into the northern Mountain
Statesregion. Milk outputishangingintherestronger than anticipated. Water
shut off notices are beginning to appear. Hay buyers are becoming more
concerned about volumesthat will beavail ablefor purchasethisfall andwinter.
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CENTRAL AND WEST DRY MILK PRODUCTS

All reports, except California manufacturing plants, were released 06/28/01 and represent FOB Central and Western production areas. Prices
represent CL/TL quantities for domestic and export sales packaged in 25 kg. or 50 1b. bags, or totes, spray process, dollars per pound.

NONFAT DRY MILK - CENTRAL

Prices are unchanged to lower on an unsettled market. Industry trade meetings
deterred market activity during the week. However, unexpected sales to the
government ensued, causing angst among speculators with respect to future
NDM and milk prices. Production is unchanged to lower on low heat as warm
summer temperatures reduce milk output. High heat production is increasing
in order to guarantee contractual agreements and thereby reducing low heat
output. Manufacturers are noting some price resistance as Western low heat
supplies can be readily delivered in the Central region underneath the current
Central market. Condensed skim sales are strong.

Includes EXTRA GRADE and GRADE A, low and medium heat

NONFAT DRY MILK: .9000 - 1.0650  MOSTLY:

DRY BUTTERMILK - CENTRAL

Prices are unchanged and nominal on a mostly steady market. Condensed
buttermilk movement continues strong into ice cream facilities, reducing
supplies available for drying. Stocks remain tight and trading interest is light.
Market changes in the NDM market are not being reflected in the buttermilk
market. Some producers speculate that buttermilk will not move in line with
changes in the NDM market as the end uses are no longer directly substitutable.
Buyers noted the change on the high side of the range from the week prior and
expressed some chagrin as the change did not seem warranted. Offers below
the average are currently slow to clear.

1.0275 - 1.0500

BUTTERMILK: 1.0550 - 1.1400

DRY WHEY - CENTRAL

Prices are unchanged on a steady to firm market. Production is unchanged to
lower due to seasonal changes in the milk supply. Summer heat and humidity
are taking atoll on some production lines, also reducing output. Trading activity
islightdueinpartto trade attendance atindustry meetings. Most manufacturers
are reporting supplies as tight or sold out. Resellers are offering aged product
as low as 1 cent under the average. With the current higher prices, buyers and
traders are reluctant to hold product and are generally buying on an as needed
basis. Manufacturers believe more price increases are to come as the milk supply
isnotanticipated to improve. Buyers feel the market has peaked and await price
declines as more milk is shifted away from the butter/powder mix and into
cheese.

NONHYGROSCOPIC: .2900 - .3075 MOSTLY:
ANIMAL FEED WHEY - CENTRAL

Prices are unchanged to higher and nominal on a generally steady market. Milk
replacer supplies are more available than the week prior. Manufacturers are
no longer trading at the Extra Grade average and are instead trading at standard
discounts compared to the Extra Grade market. Roller ground production is
mostly steady. Some plants that previously experienced equipment problems
are now up and running, increasing output. However, with lower milk supplies
compared to last year, supplies are generally tight. Delactose prices remain
unchanged for the good demand. Buyers are willing to take additional supplies
when available. Production is steady to lower due to the summer heat and
humidity. May veal production totaled 16 million pounds, 15% below May a
year ago and 1 million pounds below the previous record low. Pork production
totaled a May record 1.56 billion pounds, up 1% from the previous May record
high occurring last year. Early weaned pig markets are weak while the North
Central veal trade is steady to firm.

2925 - 2975

MILK REPLACER: .2500 - .2800
ROLLER GROUND: .2800 - .3075
DELACTOSE (Min. 20% protein): 4150 - .4300

LACTOSE - CENTRAL AND WEST

Prices are unchanged ona firmmarket. Spottradingislight. More negotiations
are being finalized for third quarter. However, some Asian markets continue
to delay in anticipation of negotiating prices more comparable to second
quarter. Production is mostly steady. Demand is best on 200 mesh and off grade
product. Feed buyers continue to seek spot loads of off grade lactose or permeate
as asubstitute to higher priced whey. Both buyers and sellers suspect the market
may be near a peak, especially as European markets become more active in the
trade. Producer stocks are tight with some manufacturers unable to satisfy
current commitments. Reseller interest is good on light offerings.

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

EDIBLE: 1675 - .2575 MOSTLY: .1925 -.2025

WHEY PROTEIN CONCENTRATE - CENTRAL AND WEST

Prices are unchanged on a steady market. The first round of the CCC NDM
sell back had no impact on the WPC market with only 93,578 pounds clearing
at$0.7050. The current offering 0f3,939,988 pounds is anticipated to heavily
encourage market decreases. Buyers are price resistant on WPC and buying only
on an as needed basis as strategies evolve regarding the next round of bidding,
closing 7/10/01 and publicly announced 7/12/01. Some buyers are planning on
bidding close to the $0.7050 acceptance in an effort to guarantee an award.
Others plan to bid lower than their previous bid because of the larger sum of
product to be cleared. Production is mostly steady to somewhat lower due to
production problems in the humid weather. Movement is best into export
markets. Off grade supplies are fair for the good demand.

EXTRA GRADE 34% PROTEIN:  .7750 - .8250 MOSTLY: .7900 - .8000

NONFAT DRY MILK —WEST

The low/medium h eat price range moved sharply lower this week as a significant
volume of powder was offered to the CCC price support program at the new,
lower support price of 90 cents per pound. Offerings occurred on Monday and
Wednesday of this week from two different producer groups. There are
indications that more organizations will be offering powder shortly. Some
contacts in the West were somewhat surprised by the timing of the offerings
and their magnitude. A very small volume of aged NDM powder was sold back
to the trade from government stocks for use in animal feed applications last
week at a price of 70.5 cents per pound. This program is likely to continue
as more offerings have been announced. Some buyers are taking a wait and see
attitude until things settle down in the market, while others are aggressively
looking for additional powder at this time. The new DEIP year program is
expected to be announced in the very near future. Volumes eligible will be the
same as last year. The industry is wondering how aggressive buyers and sellers
will be this summer and how the bonuses will shake out. High heat prices and
activity are steady at this point in time. The changing market in the low heat
end of the market is not having any short-term impact on the high heat market.
Sales activity is good, mostly on a to order basis.

Includes EXTRA GRADE and GRADE A
LOW/MEDIUM HEAT:

HIGH HEAT:

.9000 - 1.0250 MOSTLY:
1.0300 - 1.0700

9600 - 1.0175

DRY BUTTERMILK - WEST

Prices for Western buttermilk powder are holding fully steady. Demand remains
strong for any available supplies. Some order shipments are being delayed until
powder becomes available. Condensed sales are very strong which are limiting
the volumes entering the dryer. Churning activity is also light due to excellent
cream sales. Ice cream production is very heavy at this time and it is absorbing
increasing volumes of butterfat.

BUTTERMILK: 1.0400 - 1.1000  MOSTLY: 1.0500 - 1.0800

DRY WHEY —WEST

Prices had been steady for the past few weeks for Western whey powder.
Demand israted as very good and stocks at the producer level are in close balance
to tight. Export shipments are steady, but new orders are slower in developing.
Stocks of powder are very light across the country. The price spread between
the West and the rest of the country is on the wide side of normal. This is putting
some upward pressure on prices. Production is holding up reasonably well for
this time of the summer. The heat of last week over much of the West may
impact supplies more severely in the near future.

NONHYGROSCOPIC: .2500 - .2800 MOSTLY: .2650 - .2725

CALIFORNIA MANUFACTURING PLANTS - NONFAT DRY MILK

WEEK ENDING  PRICE POUNDS
June 22 $1.0025 8,340,586
June 15 $1.0039 9,807,625

Prices are weighted averages for Extra Grade and Grade A Nonfat Dry Milk,
f.0.b. California manufacturing plants. Prices for both periods were influenced
by effects of long-term contract sales. Compiled by Dairy Marketing Branch,
California Department of Food and Agriculture.
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NORTHEAST,SOUTHEAST,ANDNATIONAL MILK PRODUCTS

All reports represent carlot/trucklot quantities for domestic and export salesin 25 kg. or 50 Ib. bags, and totes, spray process,
dollars per pound, unless otherwise specified. Delivered Southeast is delivered equivalent Atlanta.

NONFAT DRY MILK -NORTHEAST AND SOUTHEAST

Themarkettoneisunsettled. Pricesaremostly steady and nominal inthe
Northeast. Somefractional declineswerenotedfor afew spotsales. This
week saw Westernand MidwesternNDM being soldto CCC at thenew,
90-cent price. Thiswasasurprisetosomeintheindustry, butitalsoraises
many questionswithregardtohow producersaregoingtopricetheir product
tocommercial buyers. Themajor offeror (to CCC) wantstoholdtheir
pricingstructure(basedonNA SSfigures) tocommercial buyers. Thismay
ormay not“fly” withbuyerssinceit appearsthat therewill beat |easta
10-cent price-gap betweensellingto CCCand commercial sales. Contacts
reportthatcommercial salesmay slowwhileuserswhohavestocksusethem
beforereordering. Also, thereareother, Westernproducerswhohavebeen
sellingNDM inthemid-90s. Productionof NDM intheEastisslowingas
surplusmilkvolumesaredecliningal ongseasonal patterns. Thesteady
demandfor condensed skimandlighter milk volumesarekeepingdrying
schedul eslighterthanexpected. Also, milk shipmentstothedeficitareas
arelikely tobeginintwotothreeweeks, whichwill further reducemilk
volumesat butter/powder plants. IntheEast, produceshavelittleor no
uncommitted stockson hand. Spotdemandisusually filledviatheresale
market.

Includes EXTRA GRADE AND GRADE A
F.0.B. NORTHEAST:

LOW/MEDIUM HEAT: 1.0300 - 1.0900 MOSTLY: 1.0375 - 1.0650

HIGH HEAT: 1.0600 - 1.1100 MOSTLY: 1.0650 - 1.1000
DELVD SOUTHEAST:
ALL HEATS: 1.0625 - 1.1500

DRY BUTTERMILK -NORTHEAST AND SOUTHEAST

Pricesremai nnominal andunchanged. Churningactivityislighterasdemand
for creamimprovesandlessismovingtolocal churns. Producer stocksare
closely balanced and most havebarely enoughonhandtomeet existing
contracts. Demandisfairtogood. Salesof condensed buttermilk are
improvingasthe"icecreamseason” isinfull swing. Dry buttermilkisstill
arather inexpensivesourceof butterfat, which makesit anattractive
ingredientinsomeapplications.

F.O.B. NORTHEAST:
DELVD SOUTHEAST:

1.0450 - 1.0600
1.0850 - 1.1550

DRY WHOLEMILK -NATIONAL

Pricesremainnominal andsteady andthemarkettonei sunchanged. Demand
isgenerally contractual withfew spot salesreported. Productionislightand
asneededtofill orders. Producer stocksremainclosely bal anced.

F.0.B. PRODUCING PLANT: 1.4400 - 1.6000

DEIPBIDACCEPTANCESUMMARY

JULY 1, 2000 THROUGH JUNE 22, 2001
WITH CHANGES FROM PREVIOUS REPORT

NONFAT DRY MILK -
This program-year alocation is filled.

68,201 MT (150,355,925 LBS)

CHEESE --
This program-year alocation is filled.

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

Allocations for the DEIP year beginning July 1, 2000: Nonfat dry milk - 68,201 MT;
Cheese - 3,030 MT; Butterfat - 21,097 MT.

Thatss and Head

6115

DRY WHEY -NORTHEAST AND SOUTHEAST

Themarkettoneisfirmand pricessteady toslightly higher. Easternprices
remainnominal asfew spot salesareoccurring. Infact, many dryersare
havingdifficultiesmeeting contract, shippingschedules. Thelighter
volumesof milk areimpactingcheeseoutputandthehotweatherisstarting
toaffectdryerefficienciesand,occasionally,quality. FewEasternproducers
haveany dry whey onhandforimmediateshipment. Demandisslowto
fairandoftenforimmediateneeds. Morebuyersareexhibitingresistance
tocurrent pricing, butwiththemilk supply expectedtotightenduringthe
summer months, it doesn’ t appear that dry whey output will increaseany
timesoon. Traderscontinueto offer product at competitiveprices. Also,
userswhofindthey havemorethanthey needaretryingtosell their excess
whilepricesarehigh. Someanimal feedersareunhappy withthecurrent
situation, particularlyif they areunder contractto purchasewhey at atime
whentheir needforitissliow.

F.O.B. NORTHEAST: EXTRA GRADE .2950 - .3000
USPH GRADE A .2900 - .3100
DELVD SOUTHEAST: 3175 - .3425

EVAPORATEDMILK-NATIONAL

Pricesandthemarkettoneareunchanged. M ost producersareanxiously
waitingfortheJuneClasslI| milk priceannouncement. Most expecta
significant (morethanadollar) jumpfromtheMay price. Thisshouldspur
additional effortstomoveevaporatedmilk priceshigher. Demandfor canned
evaporatedmilkisseasonally slowtofair.

DOLLARSPER48-12FLUID OUNCE CANSPER CASE DELIVERED MAJORU.S.
CITIES $22.00 - 33.00

Excluding promotional and other sales allowances. Included new price announcements.

CASEIN-NATIONAL

Caselnmarketsremainfirmastheendof thesecond quarter nears. Producers,
handlers, andimportersanticipatepricestobehigher for futuredeliveries.
Therecent caseinrefund (subsidy) adjustment announcementinEuropeis
expectedtoincreaseEuropeancaseinpricesonaf.o.b. basis. Shipments
fromtheOceaniaregionarebasically asschedul ed. Theirmilk production
seasonhasnow basi cally endedfor theseason, thusdeliveriesarebeingfilled
frominventoriedstocks. Caseinavail abilityfromEuroperemainsquestionable.
Europeanproducersarehopeful thatthey will beabl etofill customer needs,
althoughstrongcheeseproductionisabsorbingasignificant portionof a
decliningmilk supply.

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

RENNET: 2.4500 - 2.6500
ACID: 2.4500 - 2.6500

MILK COW NUMBERS - 20 MAJOR STATES
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CONSUMER PRICE INDEX (CPI-U) AND AVERAGE RETAIL PRICES FOR SELECTED PRODUCTS, U.S. CITY AVERAGE 1/

Month and All Food Dairy Products Fres:/l i\ll\ll(hol © Cheese Butter mz?;giggs
Y ear Pct. Pct. Pct. Pct. Pct. Pct.
CPI 2/ Chg.3/ CPI 2/ Chg.3/ CPI 2/ Chg.3/ CPI 2/ Chg.3/ P 2 Chg.3/ CPI 2/ Chg.3/
MAR 2001 171.7 31 163.2 2.6 159.8 4.4 164.0 10 152.3 135 160.1 51
APR 2001 171.9 3.2 163.4 17 162.3 4.6 162.4 -0.7 154.7 18.1 160.7 51
MAY 2001 1725 31 164.7 32 165.1 5.8 165.3 2.0 170.9 28.6 160.8 45
U.S. City Average Retail Prices
h Whole Milk 4/ Lowfat Milk 4/ Butter 5/ Process Cheese Natural Cheese Ice Cream 8/
Mont 2001 2000 2001 2000 2001 2000 2001 2000 2001 2000 2001 2000
Dollars
MARCH 2.760 2.748 2.677 2.681 2.970 2.408 3.723 3.845 3.846 3.810 3.660 3.275
APRIL 2.845 2.773 2.652 2.711 3.009 2.300 3.738 3.747 3.883 3.790 3.651 3.338
MAY 2.893 2.782 2.564 2.714 3.262 2.379 3.862 3.692 3.964 3.740 3.633 3.347

NA = Not available. 1/ "CPI Detailed Report,"” "Consumer Prices. Energy and Food," BLS, U.S. Department of Labor. According to BLS, average prices are best used to measure the price level
in a particular month. To measure price change over time, the CPl is more appropriate. 2/ The standard reference base period for these indexes is 1982-1984 = 100. 3/ Percent change over
previous year. 4/ Per gallon. 5/ Per pound. Grade AA, salted, stick butter. 6/ Per pound, any size and type of package. 7/ Per pound, cheddar cheesein any size and type of package and variety
(sharp, mild, smoked, etc.). 8/ Per 1/2 gallon, prepackaged regular.

COMMERCIAL DISAPPEARANCE: TOTAL MILK AND SELECTED DAIRY PRODUCTS-FEBRUARY-APRIL AND YEAR-TO-DATE 2000-2001 1/

Percent
Feb.-Apr. Percent Feb.-Apr. Percent Jan.-Apr. Percent Jan.-Apr. change
2000 change 2/ 2001 change 2/ 2000 change 2/ 2001 2/
Item Million Pounds
MILK
Production 42,756 4.8 41,349 -2.2 57,024 39 55,365 21
Marketings 42,433 49 41,038 -2.2 56,590 4.0 54,946 21
Beginning Commercial Stocks 8,309 20.1 7,705 -7.3 6,143 16.5 6,839 11.3
3
Imports 3/ 1,045 -21 1,184 13.3 1,310 -11.9 1,617 234
Total Supply 4/ 51,787 6.9 49,927 -2.7 64,043 4.7 63,402 -0.3
Ending Commercial Stocks3/ 9,927 111 8,769 -11.7 9,927 111 8,769 -11.7
Net Removals 3/ 263 205.8 48 -81.7 351 228.0 79 -775
Commercial Disappearance 4/ 41,597 55 41,110 -01 53,765 31 54,554 23
SELECTED PRODUCTS 5/
Butter 316.5 3.6 289.2 -7.6 397.7 -1.0 381.3 -5.0
American Cheese 880.4 4.2 878.2 0.9 1,146.3 4.1 1,199.3 3.8
Other Cheese 1,200.2 5.9 1,221.9 29 1,544.3 7.6 1,607.3 33
Nonfat Dry Milk 147.1 -275 234.7 61.3 197.2 -26.8 281.6 42.0
Fluid Milk Products 6/ 13,800.6 -1.7 13,653.1 0.0 18,554.2 -1.3 18,456.6 0.3

1/ Commerciad disappearance includes civilian and military purchases of milk and dairy products for domestic and foreign use, but excludes farm household use and USDA donations of dairy
products. Disappearance is a residua figure and therefore can be affected by any inaccuracies in estimating milk production, on-farm use, stocks, and imports. 2/ From yexr ealie onaddly aaege
basis. 3/ Milk-equivalent, milkfat basis. 4/ Totals may not add because of rounding. 5/ Commercial disappearance in product pounds. 6/ Sdes. Estimate based on actua sdesin Federal milk
order marketing areas and Caifornia. These sales figures have not been adjusted for caendar composition. SOURCE: Economic Research Service, USDA. Fluid milk products - Agicuturd
Marketing Service, USDA.
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THE DAIRY SITUATION AND OUTLOOK

Milk Output May Be Recovering-- The 1-percent dip in May milk production hinted at some recovery after declinesof
more than 2 percent from ayear earlier in March and April. However, weaknessin milk per cow has not dissipated quickly,
and full recovery probably will be lengthy. Meanwhile, exit of farmsfrom dairying remains more pronounced, and stronger
farms face some obstacles to further expansion. Milk per cow evidently was damaged significantly by winter weather
stress and very tight supplies of good forage. The early cuttings of the 2001 alfalfacrop were generally disappointing in
quality, and sometimes in quantity, and the May 1 stocks of all hay were down sharply. These indicators imply only
gradual recovery in milk per cow, even though milk-feed ratios are projected to berelatively high. Milk cow numbers have
slipped thus far in 2001, in contrast to the rising numbers of ayear ago. Returns over concentrate costs in 2001 are
projected to rise about athird and to match the 1998 record. These returns should apply the brakes to declinesin milk cow
numbers, although producer caution about over-reacting to asingle year’ sreturns probably will result in small continued
declines during the second half. For the year, cow numbers are expected to average about 1 percent below 2000. Milk
production is projected to move above ayear earlier this autumn. However, 2001’ stota is expected to be about 1 percent
below a year earlier, the first decline since 1996 and only the second decrease of that size since 1984. The size and
widespread nature of the milk production weakness meant that most manufactured products would share in the
contraction. Suppliesof milk for manufacturing are expected to recover as autumn nears. However, competition for these
supplies probably will stay brisk.

Dairy Demand Holds-- Dairy demand stays strong, despite a number of recent economic uncertainties. However, lower
milk production forestalled any increasesin commercial use of milkfat, even if seasonal increasesin commercial stocks
were held to minimal levels. The demand strength was shown in the rapid increases in pricesinstead of the amount sold.
Milk production declines were far less limiting to skim solids sales than to milkfat sales because of the continuing surplus
of skim solids. May 1 commercial dairy stocks were much smaller than ayear earlier and up relatively very littlefrom
January 1. Rebuilding these lean stockswill help to absorb the early portion of the expected recovery in milk production.

Support Purchase Prices Changed -- On May 31, 2001, the support purchase price of nonfat dry milk was reducedmare
than 10 cents per pound to 90 cents. The support purchase price for butter was raised 20 cents per pound, to 85.48 cents,
to compensate for the drop in powder price. The shift of value from nonfat dry milk to butter was prompted by the
continuing large surplus of skim solids while milkfat markets have been quite tight. Support purchases continued large
this spring until it was no longer possible to sell at the old support purchase price. Prospects for additional removals
during 2001 are unclear. Large purchases might not resume until almost yearend. Small amounts of domestic surplus
might be absorbed by commercial exports without much effect on international prices. Under such circumstances, interest
in the new DEIP allocations that become available on July 1 might be rather muted as well.

Dairy Prices Robust -- Wholesal e butter and cheese prices are expected to hold fairly steady during the rest of the year,
possibly weakening somewhat as milk production starts to expand towards yearend. Prices of nonfat dry milk arein a
most interesting position and ultimately may be the key to dairy prices during the rest of the year. Second-hdf production
will almost certainly exceed normal second-half domestic needs. However, the low commercia stocks, new DEIP
alocations beginning in July, and the apparent firmnessin international powder markets suggest that any price declines
might be limited, at least until well into autumn. Much will hinge on whether international markets can absorb the U.S.
excess without asignificant effect oninternational prices. Spring milk priceswill average more than $3 per cwt. above
those of ayear earlier and second-half prices are projected to rise asimilar anount. The annual averageis projected to be
up almost $3 and to be near the 1998 average. Faster-than-expected expansion in milk production could cause pricesto
crumble sooner than projected, but second-half prices should berelatively strongin any case. Retail dairy prices have
risen briskly in recent months. Even so, retail dairy prices have not kept pace with farm prices. Retail prices are projected
to rise an average of about 5 percent in 2001.

SOURCE: "Livestock, Dairy, and Poultry Situation and Outlook™, LDP-M-84, June 27, 2001, Economic Research Service,
USDA. For more information on the LDP report, contact James J. Miller, (202) 694-5184. Also, please note that this
summary has been condensed from the original by the Market Information Branch, Dairy Programs, AMS.
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FEDERAL MILK ORDER ADVANCE PRICES, JULY

Class | Base Price -- Under the Federal milk order pricing system, the Class | base price for July 2001 is $15.34
per cwt. Thispriceis derived from the advanced Class IV skim milk pricing factor of $7.88 and the advanced
butterfat pricing factor of $2.2104. A Class| differential for each order's principal pricing point (county) is added
to the base price to determine the Class | price. Class |1 Price Information -- The advanced Class IV skim milk
pricing factor is $7.88. Thus, the Class 1 skim milk price for July is $8.58 per cwt., and the Class |1 nonfat solids
priceis $0.9533. Product Price Averages -- The two-week product price averages for July are; butter $1.9275,
nonfat dry milk $1.0158, cheese $1.6232, and dry whey $0.2753.

FEDERAL MILK ORDER CLASS | PRICE INFORMATION 1/ 2/

July 2001
. . Class| Class|
Federal Milk Order Marketing Area 3/ Order Number Class | Price (3.5 %) Skim Milk Butterfat
Price Price
$ per cwit. $ per cwit. $ per pound

Northeast (Boston) 4/ 001 18.59 1113 2.2429
|Appalachian (Charlotte) 5/ 005 18.44 10.98 2.2414
Southeast (Atlanta) 6/ 007 18.44 10.98 2.2414
Florida (Tampa) 7/ 006 19.34 11.88 2.2504
Mideast (Cleveland) 8/ 033 17.34 9.88 2.2304
Upper Midwest (Chicago) 9/ 030 17.14 9.68 2.2284
Central (Kansas City) 10/ 032 17.34 9.88 2.2304
Southwest (Dallas) 11/ 126 18.34 10.88 2.2404
Arizona-Las Vegas (Phoenix) 12/ 131 17.69 10.23 2.2339
Western (Salt Lake City) 13/ 135 17.24 9.78 2.2294
Pacific Northwest (Seattle) 14/ 124 17.24 9.78 2.2294
All-Market Average 17.92 10.46 2.2362

1/ To convert the Class | price per 100 pounds to the Class | price per gallon, divide by 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/ Namesin

parentheses are the major city in the principal pricing point of the markets. 4/ Class| prices at other citiesare: 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 citiesare: 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 citiesare: Orlando, same; Miami, plus $0.30; and Jacksonville, minus $0.30. 8/ Class|
prices at other citiesare: Indianapolis, same; Cincinnati, plus $0.20; Pittsburgh, plus $0.10; and Detrait,

minus $0.20. 9/ Class| prices at other citiesare: Milwaukee, minus 0.05; and Minneapolis, minus, $0.10. 10/ Class|
prices at other citiesare: 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 citiesare: Houston, plus $0.60; San Antonio, plus $0.45;
Albuguerque, minus $0.65; and El Paso, minus $0.75. 12/ Class| price at Las Vegasis minus $0.35. 13/ Class|
price at Boiseis minus $0.30. 14/ Class| prices at other citiesare: Portland, same; and Spokane, same.
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CCC PURCHASES OF DAl RY PRCDUCTS ( POUNDS

FOR THE WEEK CF JUNE 25 — 29, 2001 CUMULATI VE TOTALS UNCOWM TTED | NVENTORI ES#
TOTAL CONTRACT ADJUSTED SI NCE SAME PERI GD WEEK ENDI NG SAME PERI OD
PURCHASES ADJUSTMENTS PURCHASES 10/ 01/ 00 LAST YEAR 06/ 22/ 01 LAST YEAR
BUTTER
Bul k - 0- - 0- -0- -0- -0- - 0- -0-
Packaged - 0- - 0- -0- -0- -0- - 0- -0-
Unsal t ed - 0- - 0- -0- -0- -0- - 0- -0-
TOTAL - 0- - 0- -0- -0- -0- - 0- -0-
CHEESE
Bl ock - 0- - 0- -0- 3, 050, 083 1,162,919 - 0- -0-
Barr el - 0- - 0- -0- 4,025, 276 -0- - 0- -0-
Process - 0- - 0- -0- 3, 999, 600 5, 583, 600 - 0- -0-
TOTAL - 0- - 0- -0- 11, 074, 959 6, 746,519 - 0- -0-
NONFAT DRY M LK
Nonfortified 17, 150, 392 867, 515 16, 282, 877 334, 587, 702 379, 361, 908 558, 070, 000 -0-
Fortified - 0- - 0- -0- 28,151, 091 5, 3183, 347 38, 227, 000 -0-
TOTAL 17,150, 392 867, 515 16, 282, 877 362, 738, 793 384, 675, 255 596, 297, 000 -0-

FA'Though an unconmtted rnveniory of NDV has contlnued tO exist Tor some t1ne, It has not been reported due to CCC s
efforts to utilize all NDM purchased under price support.

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

M LKFAT~* SKI' M= M LKFAT* SKI M *

BASI S SO_I DS BASI S SOLI DS

WEEK CF JUNE 25 - 29, 2001 = 3.6 COVPARABLE WEEK I N 2000 = 2.0 107. 6

CUMULATI VE SI NCE OCTOBER 1, 2000 = 182.0 4, 33 9 CUMULATI VE SAME PERI OD LAST YEAR = 146.9 4,544.4
CUMULATI VE JANUARY 1 — JUNE 29, 2001 = 65.5 2,849.3 849.3 COVPARABLE CALENDAR YEAR 2000 = 135. 7 3,951. 3

* Factors used for Fat Solids Basis Butter times 21.80; Cheese times 9.23; and Nonfat Dry MIk times 0.22
**Factors used for Skim Solids Basis Butter tinmes 0.12; Cheese tines 9.90; and Nonfat Dry MIk times 11.64

CCC ADJUSTED PURCHASES FOR THE WEEK OF JUNE 25 - 29, 2001 (POUNDS)

BUTTER CHEESE NONFAT DRY M LK
REG ON BULK PACKAGED UNSALTED BLOCK BARREL PROCESS NONFORTI FI ED____FORTI FI ED
M DVEST -0- -0- -0- -0- - 0- -0- 359, 080 - 0-
VEST -0- - 0- -0- -0- -0- -0- 15, 923, 797 -0-
EAST - 0- - 0- - 0- - 0- - 0- - 0- - 0- - 0-
COC ADJUSTED PURCHASES SINCE 10/1/00 AND SAME PERI OD LAST YEAR (POUNDS) AND M LK EQU VALENT AS A PERCENT OF TOTAL
BUTTER CHEESE NONFAT DRY M LK M LK_EQUI VALENT (%
REG ON 2000/ 01 1999/ 00 2000/ 01 1999/ 00 2000/ 01 1999/ 00 2000/ 01 1999/ 00
M DVEST -0- -0- 5, 995, 440 6, 665, 991 5,535,879 45, 049, 342 3.1 48.6
VEST -0- - 0- 5,039, 919 80,528 357,202,914 334,699, 185 68. 7 50. 6
EAST - 0- - 0- 39, 600 - 0- - 0- 4,926,728 0.2 0.8
TOTAL - 0- -0- 11,074, 959 6,746,519 362, 738, 793 384, 675, 255 100. 0 100. 0

SUPPORT PURCHASE PRI CES FOR DAl RY PRODUCTS PRODUCED ON OR AFTER MAY 31, 2001
MANUFACTURI NG M LK  Average Test 3.67%- $9.90 per cwt.; 3.5%- $9.80

BUTTER Bul k $.8548 per ound 1# Prints $.8848
CHEESE 40 & 60# Bl ocks $1. ger pound; 500# Barrels $1.1014; Process Arrerlcan 5# $1.1839; Process Am 2# $1.2239

NONFAT DRY M LK Nonfortlfled $ 000 per pound; Fortified $.9100; Instant $1.0575
U S Dairy & Total Cow Sl aughter under Federal |nspection, by Regions, for Week Ending 06/09/01 & Conparabl e Wek 2000

U S. TOTAL % DAIRY OF ALL
Regi ons* (000 HEAD) 1 2 3 4 5 6 7 8 9 10 WEEK SINCE JAN 1  WEEK SINCE JAN 1
2001-Dairy 0.2 0.7 5.2 4.6 200 2.2 1.5 0.8 89 1.9 46.1 1,198.9 43.0 47.7
2000-Dai ry 0.2 0.8 55 4.3 20.2 1.9 0.6 0.7 9.5 2.6 46. 4 1,169.2 44.2 49.3
2001-Al'l cows 0.2 0.9 6.9 14.2 28.6 14.8 17.5 5.0 12.6 6.4 107.1 2,513.6
2000-Al'l cows 0.2 1.0 7.7 13.5 29.4 15.9 13.8 4.2 13.1 6.1 105.0 2,373.6

SOURCE The sl aughter data are gathered and tabulated in a cooperative effort by the Agricultural Mrketing Service, The
Food Safety and I nspection Service, and the National Agricultural Statistics Service, all of USDA
CLASS I11 (2000) AND BFP (1998-99) MLK PRICES, (3.5% BF, $/ COW. FOR COVPARI SON PURPOSES QO\LY)
YEAR JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC
1998 13.25 13.32 12.81 12.01 10. 88 13.10 14. 77 14. 99 15. 10 16. 04 16. 84 17. 34
1999 16. 27 10. 27 11. 62 11.81 11. 26 11. 42 13.59 15.79 16. 26 11. 49 9.79 9. 63
2000 10. 05 9.54 9.54 9.41 9.37 9. 46 10. 66 10. 13 10.76 10. 02 8. 57 9. 37
FEDERAL M LK ORDER CLASS PRI CES FOR 2001 (3.5% BF)
CLASS JAN FEB MAR APR MAY JUN JUL AUG SEP oCcT NOV DEC
Y 13.99 11.94 12. 65 13. 44 14. 21 14.99 15. 34

12. 82 13. 43 14. 17 15.10 15.72

Il
(N 9.99 10.27 11.42 12. 06 13.83
Y% 12.13 12.70 13. 46 14.41 15.04

1/ Specific order differentials to be added to this base price are located at: www. ans.usda.gov/dairy/ mb/class_prod_m Ik_conmp_pr.htm




