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NATIONAL DAIRY MARKET AT A GLANCE

CME GROUP CASH MARKETS (9/19):

BUTTER: Grade AA closed at $1.7250. The weekly average for Grade AA is
$1.6920 (+.0320).

CHEESE: Barrels closed at $1.9325 and 40# blocks at $1.9550. The weekly
average for barrels is $1.9155 (+.0860) and blocks, $1.9260 (+.0635).

BUTTER HIGHLIGHTS: During the week, the CME cash butter price
increased to $1.7250, the highest thus far this year and the highest since
September 2005. Churning activity across the country is dependent on cream
availability. In Eastern and Central regions, churning is not as active as recent
weeksas creamsuppliesare lessavailable. In Western parts of the country, cream
is more available, churning is active, and cream is moving to other parts of the
U.S. Stocks of butter vary across the country, but for many, inventories are
lighter than desired for this time of the season. Butter producers and handlers
continue to micro fix inventoried bulk butter to supplement current needs.
Butter demand is seasonally steady. Some retail feature activity is being reported
which is stimulating buyer interest. Food service orders are fair. Some food
service orders are lighter as buyers indicate that traffic through their restaurants
is down, while others indicate that customer traffic is holding and butter needs
are in line with previous years.

CHEESE HIGHLIGHTS: Prices on the CME Group cash cheese markets
posted gains throughout most of the week. Cheese production is variable as
weather related power outages in the Central region caused some disruptions in
milk movement and usage. Western cheese production is somewhat heavier
than expected. Northeastern cheese production is steady to lower, as some milk
inthe Easthas moved Southto fill fluid supply gaps in thatregion. Swiss, Cheddar
and mozzarella sales are reported as strong as buyers start fall purchasing
patterns. Demand for hard Italian type cheese is also increasing seasonally.
Cheese and curd exports for the first seven months of the year, valued at $347
million, are 50% higher than exports for the same time span in 2007.

FLUID MILK: Milk production was impacted to varying degrees by
Hurricane Ike as it hit Texas and moved onwards through the Midwest and Ohio
Valley. The biggest problems were heavy rains, high winds, and the resulting
lossof electricity. Degrees of damage assessmentsare limited. Bottled milk sales
were also affected as bottlers were not taking milk ahead of the storm and then
could not take milk until after power was restored after the storm hit. Elsewhere
in the Midwest, milk production is steady to lower with rebounding fat and
protein contents. Milk shipments to the Southeast are increasing to fill in local
shortages. Milk outputisdeclining inthe Northeastand Middle Atlantic regions.
In the West, milk output is mostly steady with some variations noted.
Processors are able to handle their own supplies, but often surplus milk is not
as readily available.

DRY PRODUCTS: Nonfat dry milk prices continue to trend lower in a
weak market. Offerings are available from most sources. Prices are being
adjusted to stimulate interest and to remain competitive with world markets.
Pricing on the futures market are also trending lower and some future sales are
being made near those levels. Dry buttermilk markets and prices are trending
lower in limited trading. Buyer interest is cautious. Dry whey prices are being
moved lower to allow producers to try to keep stocks moving in the face of soft
demand. Demand is weak as buyers take a wait and see attitude. Whey protein
concentrate 34% prices continue to drift lower. Some producers are

stating they would rather hold product than sell at these prices. Others with
heavy inventories need to move some product. Lactose market prices are
moving lower. Supplies are heavy and sellers not in contracted positions are
finding spot sales difficult to make at any price. Foreign competition is also
working against current export sales.

PRICE ANNOUNCEMENT DELAY (AMS): The announcement of
“Advanced Prices and Pricing Factors” for the month of October 2008,
originally scheduled for Friday, September 19, 2008, will now be made by
Tuesday, September 23, 2008. USDA agreed to delay the announcement at
the request of the U.S. District Court for the District of Columbia in order to
provide sufficient opportunity for consideration of the motion for preliminary
injunction pending before that Court, which seeks to enjoin implementation
of the revised manufacturing allowances contained in the Interim Final Rule
published in the Federal Register July 31, 2008 (73 FR 44617). The
announcement of September Class Il and Class IV prices and the Class Il
butterfat price scheduled for October 3, 2008 will not be affected by this delay.

AUGUST MILK PRODUCTION (NASS): Milk production in the 23
major states during August totaled 14.5 billion pounds, up 1.5% from August
2007. Production per cow averaged 1,717 pounds for August, 2 pounds below
August 2007. The number of cows on farms was 8.47 million head, 137,000
head (+1.6%) more than August 2007, but 3,000 head less than July 2008.

AUGUST FEDERAL MILK ORDERPRICEANDPOOL SUMMARY
(AMS): During August, about 10.2 billion pounds of milk were received from
producers, 6.9% higher than August 2007. (In August 2007, there was a
significant volume of milk not pooled due to intraorder disadvantageous price
relationships.) About 3.7 billion pounds of producer milk were used in Class
I products, 4.0% lower than the previous year. Calendar composition likely
had a negative impact on milk used in Class | in 2008 as compared to 2007.
Theall-marketaverage Class utilization percentages were: Class | =36%, Class
11=13%, Class 11 =40% and Class IV = 11%. The weighted average statistical
uniform price was $18.94, $1.12 lower than last month and $3.34 lower than
last year.
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DAIRY GRAPHS (PAGES 10 - 12)

CME GROUP
CASH TRADING
PRODUCT MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY WEEKLY | WEEKLY
SEPTEMBER 15| SEPTEMBER 16 | SEPTEMBER 17 | SEPTEMBER 18 | SEPTEMBER 19 | CHANGE* | AVERAGE#
CHEESE
BARRELS $1.8825 $1.9000 $1.9300 $1.9325 $1.9325 $1.9155
(N.C) (+.0175) (+.0300) (+.0025) (N.C.) (+.0500) (+.0860)
40# BLOCKS $1.9100 $1.9200 $1.9225 $1.9225 $1.9550 $1.9260
(+.0075) (+.0100) (+.0025) (N.C) (+.0325) (+.0525) (+.0635)
BUTTER
GRADE AA $1.6600 $1.6750 $1.7000 $1.7000 $1.7250 $1.6920
(N.C.) (+.0150) (+.0250) (N.C.) (+.0250) (+.0650) (+.0320)

CHEESE: carload = 40,000-44,000 lbs., BUTTER: carlot = 40,000-43,000 Ibs. *Sum of daily changes. # Weekly averages are simple averages of the daily closing prices for the calendar week. Computed by Dairy Market
News for informational purposes. This data is available on the Internet at WWW.AMS.USDA.GOV/DAIRYMARKETNEWS
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CME GROUP

MONDAY, SEPTEMBER 15, 2008

CHEESE — SALES: 1 CAR 40# BLOCKS @ $1.9100; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: NONE
NONFAT DRY MILK — SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: 1 CAR EXTRA GRADE @ $1.2500; 1 CAR GRADE A @ $1.2500
BUTTER — SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: NONE

TUESDAY, SEPTEMBER 16, 2008

CHEESE — SALES: NONE; LAST BID UNFILLED: 1 CAR BARRELS @ $1.9000; 1 CAR 40# BLOCKS @ $1.9200; LAST OFFER UNCOVERED: NONE
NONFAT DRY MILK — SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: NONE
BUTTER — SALES: NONE; LAST BID UNFILLED: 1 CAR GRADE AA @ $1.6750; LAST OFFER UNCOVERED: NONE

WEDNESDAY, SEPTEMBER 17, 2008

CHEESE — SALES: NONE; LAST BID UNFILLED: 1 CAR BARRELS @ $1.9300; 1 CAR 40# BLOCKS @ $1.9225; LAST OFFER UNCOVERED: NONE
NONFAT DRY MILK — SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: NONE
BUTTER — SALES: NONE; LAST BID UNFILLED: 1 CAR GRADE AA @ $1.7000; LAST OFFER UNCOVERED: NONE

THURSDAY, SEPTEMBER 18, 2008

CHEESE — SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: 1 CAR BARRELS @ $1.9325; 1 CAR 40# BLOCKS @ $1.9225
NONFAT DRY MILK — SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: NONE
BUTTER — SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: 1 CAR GRADE AA @ $1.7000

FRIDAY, SEPTEMBER 19, 2008

CHEESE — SALES: NONE; LAST BID UNFILLED: 1 CAR 40# BLOCKS @ $1.9550; LAST OFFER UNCOVERED: NONE
NONFAT DRY MILK — SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: 1 CAR EXTRA GRADE @ $1.1300; 1 CAR GRADE A @ $1.1300
BUTTER — SALES: NONE; LAST BID UNFILLED: 1 CAR GRADE AA @ $1.7250; LAST OFFER UNCOVERED: NONE

CME GROUP CASH NONFAT DRY MILK: Extra Grade closed the week at $1.1300 and Grade A at $1.1300. The last price change for Extra Grade was on 9/19/08 and Grade A was
on 9/19/08. The weekly average for Extra Grade is $1.2260 (-.1100) and Grade A is $1.2260 (-.1100).

NORTHEAST

The CME Group butter price held steady for much of the past week, but firmed
to $1.6750 on Tuesday. Many butter producers and handlers feel that butter
prices will remain firm for much of the fall with some speculating that prices
may even firm further. Churning activity in the Eastern part of the country
is totally dependent on cream availability. This week, cream availability is
mixed as some cream handlers and suppliers indicate that cream is available
while others state that volumes are limited and competitive. Class Il demand
isinatransition period when ice cream output slows and other Class 11 product
production increases. For some ice cream producers, the need for cream
continuesas regional promotionsare stimulating ice cream sales. Butter stocks
are often lighter than desired for this time of the season, thus for many butter
producers, they are eager to take advantage of cream offerings, especially if
favorably priced. Some butter producers and handlers report that they are
starting to see some Thanksgiving buyer interest. Although thisholiday isover
two months away, suppliers indicate that year end need discussions will be
resuming in earnest soon. Current butter demand is seasonal for this time of
the year, although economic conditions are impacting consumer food purchases
of which some dairy products are experiencing lighter sales than previous
years. Allinall, retail butter is are often favorably priced. Sales of bulk butter
f.0.b. East are reported in a range from flat market to 4.0 — 6.0 cents over the
C.M.E. price average.
CENTRAL

The cash butter price at the CME increased 2 1/2 cents on Wednesday to
$1.7000, the highest cash price this year and the highest since September 2005
at which time the price reached $1.7400. Prior to that, the highest cash price
was $2.0000 in December 2004. Many butter producers and handlers indicate
that the butter market is firm and anticipate that the cash price will surpass
the $1.74 level, but will probably not reach $2.00. Butter demand for both
domestic and international needs continues. Some butter handlers projected
that international sales would slow, but it appears that this is not the case.

Many feel that as long as there is potentially export assistance available to
domestic exporters, international sales will continue and U.S. butter stocks
will clear U.S. boundaries. Domestic butter demand is seasonally fair. Some
buyers are indicating that butter needs are lighter than last year, while others
continue to place good orders. Butter producers and handlers are looking at
the calendar and stating that yearend needs will soon develop. Suppliers and
handlers are not sure how the final few months of the year will shake out.
Lighter than desired stocks by many could push prices higher, but then demand
may decline. At the present time, butter prices remain favorable with retail
pricing under $2.00 per pound being reported in the Central part of the country.
Food service orders are fair at best. Some restaurant and food service buyers
indicate that traffic flow through their operations has slowed, but often better
than projected. Spot bulk butter prices range from 3 - 5 cents per pound over
various pricing basis and averages.

WEST

Cash butter prices at the CME Group had held at $1.66 for seven trading
sessions. Prices have been above $1.60 since August 4. This week, prices
increased 4 cents to $1.70 at midweek. Prices have not been this high since
September 2005. Buyers are looking to cover their fall needs at this time.
Cream supplies are somewhat heavier and churns are very willing to take the
extracream to churn additional butter. Most contacts expect this to be agood
fall for butter sales activity. July butter output, according to NASS, was 116.6
million pounds. That is the most butter produced in July since 1962. This
week, CME butter stocks in approved warehouses were 73.5 million pounds,
moving 4.9 million pounds lower fromthe prior week. Thiscomparesto132.3
million poundsayearagoand 105.8 million pounds for the same week in 2006.
In the last 10 weeks, stocks have declined 34.6 million pounds. Last year for
the same period, stocks fell 14.9 million pounds and they fell 51.0 million
pounds in 2006. Prices for bulk butter range from 2 cents over the market to
4 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 CHEESE BARRELS

WEEK ENDING 38% MOISTURE
SEPTEMBER 13 1.7176 1.7092
11,518,185 9,347,609

Further data and revisions may be found on the internet at:

NDM BUTTER DRY WHEY
1.2130 1.6142 0.2215
17,523,565 4,668,557 9,211,433

http://usda.mannlib.cornell.edu/MannUsda/viewDocumentinfo.do?document|D=1450
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CHEESE MARKETS

NORTHEAST

Northeastwholesale cheese prices adjusted higher as weekly average Cheddar
block and barrel prices at the CME Group moved higher. Supplies of cheese
for the spot market are reportedly tighter. Production is steady to lower at
many locations as milk supplies are moving more heavily into Class I. Ordering
is steady to higher for American and Italian varieties used for shredding as
customer buying habits start to reflect cool weather menu choices suchas chili
and pizza. January - July 2008 United States exports of cheese and curd under
Schedule B code 0406 totaled about 181 million pounds, a 50% increase in
weight from the same time period of 2007 according to the latest Foreign
Agricultural Statistics report, and a 74% increase in value. Total cheese and
curdexports for the first seven months of the year were valued at $347 million.
Mexico received the greatestamount of cheese and curd during the aforemen-
tioned months, totaling 46 million pounds of product valued at about $90
million.

WHOLESALESELLINGPRICES: DELIVERED,
DOLLARS PER POUND (1000 - 5000 POUNDS MIXED LOTS)

Cheddar 10# Prints

Cheddar Single Daisies
Cheddar 40# Block

Process 5# Loaf

Process 5# Sliced

Muenster

Grade A Swiss Cuts 10 - 14#

2.0600-2.5800
2.0175-2.5025
2.1150-2.3900
1.9250-2.1650
1.9400-2.2500
2.1350-2.3325
3.3675-3.6900

MIDWEST

Weekly average cash cheese prices increased for the third week inarowat the
CME Group, with the Cheddar barrel price climbing about 14.5 cents and 40
pound block price gaining 14.25 cents. Cheddar block prices one year ago
averaged about $1.91 while barrelsaveraged $1.93. Offeringswere lightinthe
beginning ofthe week. Cheese production isunchangedtoslightly lowerwhen
compared to the last few weeks due to higher Class | demand. Some dairy
plants in the Central region experienced power outages as high winds from
hurricane Ike worked through the area. Cooperatives Working Together
announced anaccepted bid for 79,366 pounds of Cheddar cheese to be shipped
to South Korea. Domestic cheese inventories are adequate to somewhat tight
dependingonvariety. Interestinaged Cheddar isbuilding as fall cooking/eating
patternsemerge. Demand for hard Italian cheeses isalso increasing. Saleson
Swiss cheese are improving. Accordingto Foreign Agricultural Service, July
exports of cheese and curd under Schedule B code 0406 are down about 10%
compared to June exports, while January — July total exports for 2008 are up
about 50% compared to the total for the same months in 2007.

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

2.2225-2.4400
2.4325-2.5100

Process American 5# Loaf
Brick And/Or Muenster 5#

Cheddar 40# Block 2.3300-2.5650
Monterey Jack 10# 2.3800-2.5650
Blue 5# 2.7325-3.2100

Mozzarella 5 - 6# (Low Moisture, Part Skim) 2.2600-2.6650
Grade A Swiss Cuts 6 - 9# 2.8825-3.3900

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

BUTTER : CHEESE

: 110,074

09/15/08 25,339
09/01/08 27,588  : 110,212
CHANGE -2,249 -138

% CHANGE -8 : -0

WEST

Block cheese prices at the CME Group touched $1.90 again last week. Prices
have not been this high since July 30. There has not been a trading session
with lower prices since September 2. Prices gained another 3 cents this week
to stand at $1.9225. Most of the upward movement has been on bids with
few sales. The downward movement prior to that time had much more sales
activity. Buyers have stocked up heavily on this last dip in prices. Basically
barrels, blocks, and under grade cheese are all clearing very well. The normally
good fall demand season was another factor in additional purchases. Buyers
had started the fall with lower than normal stocks, but they are now building
inventory for fall needs. Sales of mozzarella are fair for some accounts and
strong for others since schoolsand colleges have started their fall classes. Swiss
stocks are in very good shape as fall approaches. They are at a lower level
than 3 out of the past 4 years. Cheese production is on the heavy side of
expectations.

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

1.9625-2.2200
1.9700-2.3225
2.1500-2.3700
2.1600-2.3200
2.9300-3.4100

Process 5# Loaf

Cheddar 40# Block
Cheddar 10# Cuts
Monterey Jack 10#

Grade A Swiss Cuts 6 - 9#

FOREIGN

Domestic foreign-type cheese prices increased as the prices of cheese on the
CME Group cash market moved higher for the second consecutive week.
Imported cheese prices are unchanged. Italian authorities are reportedly
continuing their investigation into the production and sale of cheeses that may
have contained rotten or out of date products. Individuals connected to three
cheese companies, Delia di Monticelli, Tra.De and Megal, were arrested.
January - July 2008 United States exports of cheese and curd under Schedule
B code 0406 totaled about 181 million pounds, a50% increase in weight from
the same time period of 2007 according to the latest Foreign Agricultural
Statistics report, and a 74% increase in value. Total cheese and curd exports
for the first seven months of the year were valued at $347 million. Exports
of blue cheese, totaling 298,000 pounds during those months is about 120%
higher than in 2007. Saudi Arabiareceived the greatest percentage (53%) of
blue cheese exported. Cheddar cheese exports, totaling 37.3 million pounds,
areup 147% for January —July 2008 compared to the same time period in 2007.

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

NEW YORK
VARIETY IMPORTED DOMESTIC
Blue 1 2.6400-5.7500 : 2.2750-3.7625*
Gorgonzola : 3.6900-7.7900 : 2.7775-3.0375*

Parmesan (ltaly)
Romano (Italy)
Provolone (Italy)
Romano (Cows Milk)

-0-

: 2.1000-3.6900
: 3.4400-6.8900

-0-

: 2.8500-3.6900

: 3.6825-4.1025*

-0-

: 2.3175-2.4750*
: 3.4650-5.6075*

Sardo Romano (Argentine) -0-
Reggianito (Argentine) : 2.6900-7.1900 -0-
Jarlsberg-(Brand) : 2.9500-4.6900 -0-

Swiss Cuts Switzerland : -0- 1 2.9775-3.3000
Swiss Cuts Finnish 1 2.5900-3.5900 : -0-
Gouda, Baby ($/Dozen) :

10 Ounce :27.8000-31.7000 : -0-

* =Price change.
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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 87 0 54 0 72 0
SOUTHEAST STATE 240 0 236 0 287 0

Milk production in the Northeastern part of the country is seasonally declining
and volumes are referred to as scarce by many milk handlers. Class I demand
is strong, absorbing available volumes with lighter volumes available for
manufacturingneeds. Weather conditions intheregion are nearly ideal for early
fall production, although milk volumes are often notkeeping pace with desired
needs. Inthe Middle Atlantic area, milk supplies are equally limited and milk
volumes are referred to as tight. Milk from the region continues to move into
the Southeast and Florida to supplement shortage there. This week, 240 loads
of milk entered the Southeast from other regions with 87 loads traveling to
Florida. Milk production in Florida is nearing seasonal low levels, thus imports
will continue to enter the state to supplement shortages. Milk handlers feel
that next weeks’ supplemental needs will probably be lower, but then will
increase as bottlers prepare for first of the month sales the following week.
Milk handlers indicate that milk logistics continue to be disrupted by tropical
storms. Although a direct hit did not occur in Eastern or Southeastern parts
ofthe region this week, residue from Ike was felt in many areas from Texas up
through the Tennessee and Ohio valleys. Power outages due to high winds were
reported in these regions which caused milk processing and distribution
logistics to be scrambled. Often at this time of the year, milk moves into the
Southeast from Texas, but this week, these loads were greatly reduced. Some
truckers stated the trucking costs eased somewhat this week, but remain firm.
Some Florida milk handlers stated that backhaul inquiries were more active this
week than in recent weeks. Juice backhauls are slowing, thus truckers were
looking for other possible products to transport. Condensed skim demand has
slowed and basically is limited to contractual commitments. Cream markets
are mixed, although most indications are that cream supplies have tightened.
Cream volumes in the Northeast are slightly more available as ice cream
operations reduce production schedules or cease operations for short periods
oftime. Inthe Middle Atlantic region, cream supplies are tight as milk moves
to the Southeast and cream does not return. In most Eastern regions, cream
traders and suppliers are seeing a seasonal switching of gears as cream moves
from one Class II item to another.

FLUID CREAM AND CONDENSED SKIM PRICES IN TANKLOT QUANTITIES

SPOT PRICES OF CLASS II CREAM, $ PER LB BUTTERFAT
F.O.B. PRODUCING PLANTS: NORTHEAST -
F.O.B. PRODUCING PLANTS: UPPER MIDWEST -

2.1463-2.3293
2.2244-2.2743

PRICES OF CONDENSED SKIM, DOLLARS PER LB. SOLIDS,
F.0.B. PRODUCING PLANTS:

NORTHEAST - CLASS II - INCLUDES MONTHLY FORMULA PRICES -
NORTHEAST - Crass III - SPOT PRICES -

MIDWEST

1.44 -1.48
1.38-1.48

Milk production in the Central part of the country is holding seasonally steady,
although overall volumes are trending lower. Butterfat and protein level of
incoming milk are onthe rebound from typically lower levels during the summer
months. Demand for milk this week is strong. Class I demand remains
surprisingly strong for mid month, but some bottlers continue to fill bottling
pipelines. Shipments into the Southeast are heavier this week which is also
pulling more milk out of the Central part of the country. Manufacturers
continued to look for additional milk volumes but found them to be quite
limited. Dueto the limited volume of manufacturing milk, a premium structure
was not well established this week. Over the past weekend, Hurricane Ike
greatly impacted milk logistics, processing, and distribution in Texas and many
parts of the Midwest. Power outages were reported as far inland as the
Tennessee and Ohio Valleys due to high winds from the storm which

impacted dairy plant operations. Insome instances, milk processing schedules
were disrupted for extended periods of time with some milk lost and volumes
of milk needed to be re-distributed to other operations. Cream markets are
generally firm. Demand for cream is gaining momentum for some Class I needs
as seasonal yearend cream based product production gains momentum. In
some areas, ice cream production remains seasonally stronger than expected.
For Central cream needs, some buyers had to reach to Western areas of the
country to satisfy their needs.

WISCONSIN LIVESTOCK AUCTIONS (PER CWT.)

SEP 11 - 17 PREVIOUS YEAR
$ 52.00- 57.50 $ 47.00- 53.50
$350.00-600.00 $500.00-800.00

SLAUGHTER COWS
REPLACEMENT HEIFER CALVES

WEST

CALIFORNIA milk output is mostly steady to occasionally higher. Weather
conditions have been moderate and allowing for better comfort levels, but milk
levels are not changing. Currently, processors are running on somewhat
reduced schedules and planning down days to take care of maintenance issues.
There are reports that more cows will be freshening in October, as well as more
heifers calving. This could impart more milk onto processors. Media reports
indicate that several producers are soon to be without a processing outlet, as
their current processor is not renewing their contracts. As other processors
have base plans and production limits on their current producers, finding
another processing home could be challenging at this time. Milk production
in ARIZONA is holding flat at the seasonal low level. Fat and protein levels
arealsoremaining onthe low side. Temperature and humidity have been lower,
but there has been limited response from the milking herds. Processing plants
are running abbreviated schedules because of the local milk situation and due
to little available milk being offered from nearby states. Bottlers are pulling
steady milk volumes. NEW MEXICO milk flow from farms is steady to
trending higher. Generally, conditions are improving seasonally. Milk
handling was challenging over the past week because of the hurricane hitting
Texas. Bottlers in the path were often without power and had limited needs
because of either storm or power issues. Transportation issues for milk
shipments to the Southeast states were also more complicated through the
storm. CREAM markets are mainly steady. Supplies are in fair to good shape
with surplus loads readily balanced. Multiples have moved lower as butter
prices and averages have increased. Demand for cream is good from butter
churners, but at seasonal, limited levels from higher class product accounts.
The CME Grade AA butter price closed at $1.70 on Wednesday, September
17, up 4 cents from a week earlier. Multiples range from 108-128 and vary
depending on class usage and basing points. Conditions have finally warmed
up in September in the PACIFIC NORTHWEST. The crops need the heat
to try and still reach maturity. Corn for silage is still quite immature in much
of the region after a very cool August. Ifthe fall weather is good, there is still
the possibility that the corn silage crop will produce a good feed supply. If
the fall weather does not cooperate, it will mean lower feed quality and either
less milk or more cost to do supplemental feeding. A number of contacts also
mentioned that cannery waste supplies seem to be down 20-30% from last
year. Thiswill further stress dairies financially. Some are looking at doing more
with grass hay. Regular alfalfa hay remains expensive and in tight supply.
Plants in the region are operating efficiently with current supplies of milk. Farm
level milk supplies are declining and tests are lower because of very expensive
feed supplements, especially cottonseed. Milk supplies in UTAH and
IDAHO are at expected fall levels. Some plants are bringing in some outside
milk to supplement their own supplies to more closely balance out their
production needs. Cheese plants in the region are noting good demand on this
latest price run up cycle. Buyers need cheese for fall programs and the recent
lower prices were a good stimulus to move more cheese. Heifer prices at a
weekly sale in the region rebounded again last week with the top at $2380 and
the average at $2140.
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NDM, BUTTERMILK & WHOLE MILK

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

NONFAT DRY MILK - CENTRAL AND EAST

CENTRAL: Prices on Central nonfat dry milk are lower on a weak market.
Production of NDM is scaled back at many locations in the region as milk
is being reallocated to fulfill Class | needs in the South/Southeast. A few
Class | plants report power outages have kept them from operating
normally, which is having the consequence of pulling more milk from the
North Central area to replace milk that was unable to be processed timely.
Sales on low and medium heat NDM are below the expectations of many
sellers, and buyersare recognizing the signs of adeveloping favorable buying
opportunity. Buying patterns are reflecting purchasers covering near term
needs and holding off on larger purchases until prices adjust lower.
Inventories are steady to building. Foreign Agricultural Service reports that
January — July 2008 exports of nonfat dry milk under Schedule B code
0402100000 total 265 kilotons (kt) (585 million pounds). This is a 79%
increase over total 2007 exports during the same seven months. July 2008
nonfat dry milk exports fell about 33% compared to June 2008 exports and
total 31 kilotons and is the lowest monthly level of NDM exported for 2008.
Mexico (80 kt), Philippines (30 kt) and Indonesia (27 kt) account for about
52% (137 kt) of all NDM exports this year, and about 54% (17 kt) of exports
for the month of July.

EAST: Nonfat dry milk prices in the East are lower. The market tone is
weakening. Milk supplies have tightened in the region as milk production
decreases seasonally. The milk supply situation has been worsened by
recentincreased Class | demand from the South and Southeast, which usually
receives some milk from Texas during this time of year. The recenthurricane
and high winds in Texas have upset usual processing and shipping routines
thisweek. Asaresult of thishigher Class | demand on Eastern milk supplies,
nonfat dry milk production is mostly lower. Inventories are building as sales
interest has been slow to materialize for volumes beyond close up needs.
According to the Foreign Agricultural Service, January - July 2008 nonfat
dry milk exports increased 79% compared to the same time period in 2007
to 585 million pounds. The leading regional destinations for nonfat dry milk
exports through July 2008, total quantities shipped, and year to year
percentage changes are: Southeast Asia, 204 million pounds (+39%), North
America, 181 million pounds (+89%) and North Africa, 58 million pounds
(+86%).

F.0.B. CENTRAL/EAST: Includes EXTRA GRADE and GRADE A
LOW/MEDIUMHEAT: 1.2500 - 1.4100 MOSTLY: 1.3300 - 1.4000
HIGHHEAT: 1.3800 - 1.4500

NONFAT DRY MILK - WEST

Western low/medium heat nonfat dry milk prices moved sharply lower this
week, and represent further weakness in the market tone. Buyers are very
cautious and they often await pricing concessions before closing a deal.
There are end users and resellers attempting to clear positions in anticipation
of market price slippage. Also, several producers are making adjustments
on contract pricing to appease buyers. Several comments are noted that
prices need to be moved lower to move stocks. Futures market pricing is
trending lower, leading to some current deals being negotiated around those
levels. Exports continue to move product currently on the books, but new
orders are slow to be negotiated. High heat NDM prices are trending lower
and reflect the weakness in the low heat market. Supply and demand are
in decent balance with needs being met as producers are making product to
meet projections. From January to July 2008, FAS reports exports of
NDM/SMP totaled 265,132 MT (584.5 million pounds), compared to
148,171 MT (326.7 million pounds) in the same period in 2007, an increase
of 79%. The top 5 countries for exports are: Mexico, 79,521 MT,;
Philippines, 30,472 MT; Indonesia, 27,275 MT; Algeria 16,277 MT; and
Malaysia, 15,582 MT. During July 2008, U.S. exports totaled 30,879 MT
(68.1 million pounds).

F.0.B. WEST: Includes EXTRA GRADE and GRADE A
LOW/MEDIUMHEAT: 1.1500 - 1.3500 MOSTLY: 1.2000 - 1.2950
HIGHHEAT: 1.3150 - 1.5050

DRY BUTTERMILK - CENTRAL AND EAST

CENTRAL.: Dry buttermilk prices in the Central region are lower on a weak
market. Intakes at some balancing plants are lower this week, caused by
some handlers having to supply milk to the South/Southeast fluid milk
market after power outages at a few bottling plants in those areas caused milk
to be stored beyond holding times. Butter making is less frequent now as
milk supplies in the Central region are generally tighter and current cream
prices are encouraging most churn operations to decline offers of cream for
speculative churning. Those two factors are leading to lower dry buttermilk
production. Central dry buttermilk inventories are uneven, ranging from
tight to long.

EAST: Eastern dry buttermilk prices adjusted lower and the market tone
isweak. With higher fluid milk demand from the South and Southeast, butter
and dry buttermilk production are lower at many Eastern balancing plants.
Dry buttermilk inventories are adequate to meet current demand levels,
which are uncharacteristically slow for this time of year. With recent price
adjustments occurring in the nonfat dry milk market, some buyers are
purchasing dry buttermilk on a hand-to-mouth basis, waiting for prices to
weaken enough to warrant rebuilding inventories. Contract loads are
shipping as planned.

F.0.B. CENTRAL/EAST: .9500 - 1.1700
DRY BUTTERMILK - WEST

The Western dry buttermilk market tone remains weak in light spot trading.
Pricing levels are lower, but the market remains untested. The influence of
lower protein markets continues to affect decision making of buyers. Whey
and NDM prices are trending lower and competing for sales. Buying interest
is limited. Stock levels are wide ranging from light to heavy and producers’

strategies are often based on their levels.
F.0.B. WEST: 1.0500 - 1.1200 MOSTLY: 1.0500 - 1.0900

DRY WHOLE MILK-NATIONAL

Prices on dry whole milk are unchanged but the market tone is mixed. Recent
price decreases in nonfat solids are exerting some downward price pressure
while butterfat prices are helping prop up dry whole milk prices. Following
annual patterns, farm milk production is lower and balancing plant intakes
are declining, leaving little milk for dry whole milk production. Oceania
production is reportedly clearing into this country at a discount to the
market. According to the Foreign Agricultural Service, January - July 2008
dry whole milk and cream exports under Schedule B code 0402210000
increased more than three hundredfold to 18.8 kilotons (kt)(41 million
pounds) compared to the same time period in 2007. July 2008 exports of
dry whole milk and cream reached 4.0 kt., which is the highest level of
exporting done on a monthly basis for 2008, and is a 72% increase over June
exports. Exports to Mexico (5.0 kt), Russian Federation (2.5 kt) and
Dominican Republic (1.5 kt) account for 48% of the total dry whole milk
and cream shipped out during January — July 2008.

F.0.B.PRODUCING PLANT: 1.6000 - 1.7500
CALIFORNIA MANUFACTURING PLANTS - NDM

WEEK ENDING PRICE TOTAL SALES SALESTO CCC
September 12 $1.2575 13,245,838 0
September 5 $1.3312 10,485,614 0

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. Total sales (pounds) include salesto CCC.
Compiled by Dairy Marketing Branch, California Department of Food and
Agriculture.
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WHEY, CASEIN & EVAPORATED MILK

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

DRY WHEY -CENTRAL

Central dry whey prices are unchanged to lower on a mixed market. Milk
supplies in the region are seasonally tighter. Class | demand is steady to
higher, which is lessening milk supplies into some Class I1 facilities. Dry
whey inventories range from tight to building. Contracts are shipping with
little to no push back from buyers being reported. Some manufacturers are
offering to renegotiate prices with buyers on remaining loads of 2008
contracts to modify premiums that were based on market conditions at the
beginning of the year. At the same time, several manufacturers report they
are refraining from selling below the current market, choosing to hold
inventories. Foreign Agricultural Service reports that January — July 2008
dried whey exports under Schedule B code 0404104000 totaled 113.8
kilotons (kt), 251 million pounds. This export total is a decrease of 28%
compared to exports during the same time span in 2007. Dried whey exports
during July 2008 total 25.3 kt, a 67% increase from the previous month.
The top three dried whey export destinations for the first seven months of
2008 and 2007/2008 percent changes in exports are China (17.9 kt, -26%),
Canada (13.3 kt, -53%) and Japan (12.2 kt, -35%).

F.O0.B. CENTRAL: 1750 - .2175 MOSTLY:
F.O0.B. CENTRAL: ANIMAL FEED MILK REPLACER:

DRY WHEY - NORTHEAST

.1800 - .2100
.1325 -.2000

Dry whey prices in the Northeast are unchanged on a steadier market. Dry
whey production is steady and at or near capacity levels for many plants
in the region, though milk supplies are dropping seasonally. Dry whey
inventories are tightening at a few plants due to some increased sales into
international markets and regular movement of existing contract loads.
Offerings of full loads on the spot market are infrequent. The latest Foreign
Agricultural Statistics report shows 251 million pounds of dry whey were
exported from the United States during the January - July 2008 time span,
a 28% decrease over the same time span of 2007. Leading world regional
destinations, amounts shipped, and year to year percentage changes in
amounts shipped are as follows: East Asia, 94 million pounds (-27%);
Southeast Asia, 72 million pounds (-3%) and North America, 37 million
pounds (-63%).

F.0.B. NORTHEAST: EXTRA GRADE AND GRADE A: .2150 - .2500

DRY WHEY - WEST

Prices continue to move sharply lower for Western whey powder. Sellers,
for the most part, are being aggressive with pricing to keep powder moving
and not letting stocks grow. Productionis declining seasonally. Competition
from other exporting countries around the world is growing and prices are
reflecting that. According to FAS, exports of whey for the first seven
months of the year total 250.8 million pounds, down 27.6% from the same
period in 2007. These exports account for 38% of the total dry whey
production for the period. (Exports in July totaled 55.9 million pounds,
up 5.8% from July 2007.) The top five export destinations with their total
shipments and change from last year are as follows: China 39.4 million
pounds, -25.5%; Canada 29.3 million pounds, -52.5%; Japan 26.9 million
pounds, -34.8%, Korea 19.7 million pounds, -37.4%; and Thailand 16.6
million pounds, +34.4%. These top five countries accounted for 53% of
the total exports for the January-July period in 2008.

NONHYGROSCOPIC: .1200 -.2475 MOSTLY: .1900 - .2300

CASEIN - NATIONAL

Casein markets are weak with prices generally lower. Stocks of casein are
reported to be available to domestic buyers from most sources. European
volumes are readily available as their production season comes to a close.
Milk production in Europe has been positive all season, thus casein output
has been equally strong. In New Zealand, the new milk production season

---CASEIN - NATIONAL is continued in the next column---

WHEY PROTEIN CONCENTRATE - CENTRAL AND WEST

Whey protein concentrate 34% prices are unchanged to lower on a mixed
market. Some disruptions in production have occurred in a few Central plants
in areas where power outages occurred because of high winds related to
Hurricane lke. One or two drying facilities noted receiving numerous offers
of condensed WPC as cheese plants work through intakes between power
outages. In addition, some livestock operations have received offers of out
of date milk as various plants in the area were unable to clear holdings on a
timely basis due to those power outages. Domestic inventories are still
uneven from location to location but fewer manufacturers are describing their
holdings as burdensome. Inquiries from some off shore buyers are picking
up, especially from Asian and Central American buyers. Off grade product
isreportedly more readily available to feed manufacturers. Foreign Agricultural
Service reports that during January - July 2008, exports of WPC 34% under
Schedule B code 0404100500 totaled 44.7 kilotons (kt) or 98.4 million
pounds, a decrease of 5% compared to January - July 2007. Exports just
for the month of July 2008 totaled 5.9 kt, a 31% increase compared to June
2008. Exports to Mexico (14.0 kt), China (10.2 kt) and Canada (4.7 kt)
accounted for 65% of all the WPC 34% exported in 2008. January — July
2008 exports of WPC 80% totaled 6.4 kt (14.2 million pounds), a decrease
of 22% compared to the same time span in 2007. Exports to Canada (1.4
kt), China (0.6 kt) and Mexico (0.6 kt) accounted for 41% of all the WPC
80% exported in 2008. July 2008 exports of WPC 80% totaled 1.2 kt, a 52%
increase compared to June 2008, and the highest monthly export of this
product for 2008.

F.0.B. EXTRA GRADE 34% PROTEIN: .3500 -.4900 MOSTLY: .3700 - .4300
LACTOSE - CENTRAL AND WEST

Lactose prices are unchanged to lower and the market tone remains weak.
Some producers report a few regular buyers are letting contract loads sit
because of slowing orders on their food-type products. A few bids below
the bottom of the range are being reported as buyers try to entice sellers to
lighten inventories. Offers of off grade product to animal feed manufacturers
are reportedly occurring more frequently. Higher interest is reported from
Asia/Pacific Rim buyers, but sales finalizations are slow. Various resellers
carrying heavier than desired inventories are offering lactose to the spot
market, but overall spot market interest is light. Some in the industry report
lactose from Germany is clearing at prices competitive with domestic
product. U.S. inventoriesare variable, ranging fromtightto building. Foreign
Agricultural Service reports that January - July 2008 lactose exports under
Schedule B code 1702110000 totaled 57.5 kilotons (kt) (127 million pounds).
Thisisan increase in exports of 3% compared to January - July 2007. Lactose
exports during July 2008 total 7 kt, a 14% decrease from the previous month.
The top three lactose export destinations for the first seven months of 2008
and 2007/2008 percent changes in exports amounts are China (11.3 kt,
+26%), Japan (10.6 kt, -29%) and Mexico (4.0 kt, -36%).

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

F.O.B. EDIBLE: .1000 - .3100 MOSTLY: .1500 - .2700
CASEIN - NATIONAL, CONTINUED

is underway and casein output is increasing. At this point, output is
following early season projections. Lower priced offerings remain in the
marketplace, although buyers remain cautious due to source and makeup.
More reports are surfacing on lower priced offerings for fourth quarter.
Many domestic buyers are hesitating to commit to significant volumes in a
declining market situation.

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

RENNET:
ACID:

5.0500 - 5.5000
5.3500 - 5.6000
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CCC PURCHASES OF DAIRY PRODUCTS (POUNDS)

FOR THE WEEK OF SEPTEMBER 15 - 19, 2008 CUMULATIVE TOTALS UNCOMMITTED INVENTORIES
TOTAL CONTRACT ADJUSTED SINCE SAME PERIOD WEEK ENDING SAME PERIOD
PURCHASES ADJUSTMENTS PURCHASES 10/01/07 LAST YEAR 09/12/08 LAST YEAR
BUTTER
TOTAL -0- -0- -0- -0- -0- -0- -0-
CHEESE
TOTAL -0- -0- -0- -0- -0- -0- -0-
NONFAT DRY MILK
TOTAL -0- -0- -0- -0- -0- -0- -0-

The Kansas City Commodity Office (FSA)
October 1.

has made no dairy price support purchases
Therefore, detailed breakdowns have been discontinued until activity

in over one fiscal year starting
resumes.

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

BUTTER Bulk $1.0500 per pound; 1# Prints $1.0850
CHEESE
NONFAT DRY MILK Nonfortified $.8000 per pound; Fortified $.8100;

40# Blocks $1.1314 per pound; 500# Barrels $1.1014; Process American 5# $1.1889; Process Am. 2# $1.2289
Instant $0.9625

U.S. Dairy & Total Cow Slaughter under Federal

Regions* (000 HEAD) 1 2 3 4 5
2008-Dairy N.A. 0.5 9.4 2.8 17.1
2007-Dairy N.A. 0.4 6.8 2.3 20.3
2008-All cows N.A. 0.6 11.8 16.5 33.8
2007-All cows N. 0.5 8.7 15.1 33.

SOURCE: The slaughter data are gathered and
The Food Safety and Inspection Service, and

Inspection, by Regions, for Week Ending 08/30/08 & Comparable Week 2007

8 9

16.8
14.0
. 19.1

zz=
> > >

N.A.

10

~N DN W
oW

16.3 5.

U.S. TOTAL % DAIRY OF ALL
WEEK SINCE JAN 1 WEEK  SINCE JAN 1
55.9 1,701.3 44.0 42.2
51.0 1,634.1 45.8 44 .2

127.1 4,035.1
111.4 3,698.3

tabulated in a cooperative effort by
the National Agricultural Statistics

the Agricultural Marketing Service,
Service, all of USDA.

CANADIAN DAIRY BREEDING FEMALE

IMPORTS

WEEK ENDING WEEKLY TOTAL 2008 CUMULATIVE TOTAL
SEPTEMBER 13, 2008 424 39,784 SOURCE: USDA, APHIS
CLASS 111 MILK PRICES, (3.5% BF)
YEAR JAN FEB MAR APR MAY JUN JuL AUG SEP OoCT NOV DEC
2003 9.78 9.66 9.11 9.41 9.71 9.75 11.78 13.80 14.30 14.39 13.47 11.87
2004 11.61 11.89 14 .49 19.66 20.58 17.68 14.85 14.04 14.72 14.16 14.89 16.14
2005 14.14 14.70 14.08 14.61 13.77 13.92 14.35 13.60 14.30 14.35 13.35 13.37
2006 13.39 12.20 11.11 10.93 10.83 11.29 10.92 11.06 12.29 12.32 12.84 13.47
2007 13.56 14.18 15.09 16.09 17.60 20.17% 21.38 19.83 20.07 18.70 19.22 20.60
$ Revised
FEDERAL MILK ORDER CLASS PRICES FOR 2008 (3.5% BF)
CLASS JAN FEB MAR APR MAY JUN JUL AUG SEP oCT NOV DEC
11/ 20.97 19.68 16.70 18.61 16.62 18.18 20.78 18.47 17.65 _2/
11 19.75 18.46 15.63 15.29 15.51 16.19 16.81 17.45
11 19.32 17.03 18.00 16.76 18.18 20.25 18.24 17.32
v 16.29 14.67 14.17 14.56 15.26 15.92 16.60 16.64
1/Specific order differentials to be added to this base price are located at: www.ams.usda.gov/dairy 2/ See page 1, Dairy Market At A
Glance.
Per Cwr. CA 4B MANUFACTURING MILK PRICES VS. CLASS Il
$22.00 -
$21.00 A
$20.00
$19.00
$18.00 ¥ ®
$17.00 ¥ \
$16.00 L 3 Jd
$15.00 \
: 4/
$14.00
$13.00 \ ¥ ’JZ
$12.00 ‘l “ i
$11.00 - { g'y./\i “—
$10.00 A A
$9.00
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Graph/Source USDA, DMN
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AUGUST MILK PRODUCTION
Milk production in the 23 major States during August totaled 14.5 billion pounds, up 1.5 percent from August 2007. July revised production at
14.8 billion pounds, was up 1.8 percent from July 2007. The July revision represented an increase of 12 million pounds or 0.1 percent from last
month’s preliminary production estimate.

Production per cow in the 23 major States averaged 1,717 pounds for August, 2 pounds below August 2007.

The number of cows on farms in the 23 major States was 8.47 million head, 137,000 head more than August 2007, but 3,000 head less than July
2008.

AUGUST 2008 MILK COWS AND MILK PRODUCTION, BY STATES

MILK COWS 1/ MILK PER COW 2/ MILK PRODUCTION 2/
% CHANGE
STATE 2007 2008 2007 2008 2007 2008 FROM 2007
THOUSANDS POUNDS MILLION POUNDS PERCENT
AZ 181 184 1,760 1,765 319 325 1.9
CA 1,819 1,843 1,900 1,840 3,456 3,391 -1.9
CcO 119 130 1,975 1,930 235 251 6.8
FL 126 120 1,215 1,265 153 152 -0.7
ID 520 555 1,970 1,960 1,024 1,088 6.3
IL 103 102 1,480 1,455 152 148 -2.6
IN 166 166 1,670 1,605 277 266 -4.0
IA 215 215 1,640 1,660 353 357 1.1
KS 108 113 1,600 1,770 173 200 15.6
KY 88 88 1,035 1,000 91 88 -33
MI 338 348 1,915 1,840 647 640 -1.1
MN 463 465 1,555 1,560 720 725 0.7
MO 109 112 1,170 1,110 128 124 -3.1
NM 335 337 1,855 1,935 621 652 5.0
NY 625 626 1,640 1,690 1,025 1,058 32
OH 276 282 1,470 1,500 406 423 4.2
OR 114 114 1,665 1,685 190 192 1.1
PA 550 548 1,610 1,590 886 871 -1.7
X 348 385 1,670 1,770 581 681 17.2
VT 139 140 1,540 1,535 214 215 0.5
VA 100 97 1,390 1,380 139 134 -3.6
WA 240 245 2,000 1,985 480 486 1.3
WI 1,248 1,252 1,645 1,655 2,053 2,072 0.9
23
STATE 8,330 8,467 1,719 1,717 14,323 14,539 1.5
TOTAL

1/ Includes dry cows. Excludes heifers not yet fresh.
2/ Excludes milk sucked by calves.

SOURCE: "Milk Production," Da 1-1 (9-08), Agricultural Statistics Board, National Agricultural Statistics Service, U.S. Department of
Agriculture.
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FEDERAL MILK ORDER PRICE AND POOL SUMMARY, AUGUST

HIGHLIGHTS. Handler reports of receipts and utilization under the Federal milk order system for August have been filed and tabulated. Combined totals for the 10 consolidated orders are being released.
During August, about 10.2 billion pounds of milk were received from producers. This volume of milk is 6.9 percent higher than the August 2007 volume. In August 2007, there was a significant volume of
milk not pooled due to intraorder disadvantageous price relationships. About 3.7 billion pounds of producer milk were used in Class | products, 4.0 percent lower than the previous year. Calendar composition
likely had a negative impact on milk used in Class | in 2008 as compared to 2007. The all-market average Class utilization percentages were: Class | = 36%, Class Il = 13%, Class 111 = 40% and Class IV =
11%. The weighted average statistical uniform price was $18.94 per cwt., $1.12 lower than last month and $3.34 lower than last year.

PRICE AND POOL STATISTICS FOR FEDERAL MILK ORDER MARKETING AREAS FOR THE MONTH OF AUGUST 2008

RECEIPTS OF UTILIZATION OF PRODUCER UTILIZATION OF PRODUCER
PRODUCER MILK MILK IN CLASS | MILK IN OTHER CLASSES UNIFORM
CHANGE CHANGE PRICE 2/
FEDERAL MILK ORDER MARKETING N%R,V[.)SERR TOTAL FROM PREV. TOTAL FROM PREV. PERCENT CLﬁSS CLI'IA;SS CLICSS
AREA 1/ YEAR YEAR
MIL. $ PER
LBS. PERCENT MIL. LBS. PERCENT PERCENT CWT.
Northeast (Boston) 001 1,981.7 -0.9 835.1 -4.7 42 22 23 13 19.50
Appalachian (Charlotte) 005 489.3 25 339.9 -2.8 69 20 4 7 20.72
Southeast (Atlanta) 007 553.4 -4.8 398.9 -2.7 72 11 9 8 21.25
Florida (Tampa) 006 248.7 0.9 211.1 -1.2 85 9 3/ 6 23.01
Mideast (Cleveland) 033 1,329.1 6.6 538.4 -3.2 41 20 31 8 18.70
Upper Midwest (Chicago) 030 2,626.9 11.7 352.4 -9.5 13 5 80 2 17.81
Central (Kansas City) 032 1,035.5 9.7 347.7 -5.6 33 15 37 15 18.32
Southwest (Dallas) 126 926.6 18.4 343.2 -1.8 37 11 40 12 19.32
Avrizona (Phoenix) 131 318.6 9.9 116.9 -1.6 37 6 32 25 18.50
Pacific Northwest (Seattle) 124 658.9 10.4 184.9 -1.7 28 7 32 33 18.03
ALL MARKET AVERAGE OR TOTAL 4/ 10,168.6 6.9 3,668.6 -4.0 36 13 40 11 18.94

1/ Names in parentheses are the major city in the principal pricing point of the market.
2/ Statistical uniform price for component pricing orders (Class 111 price plus producer price differential). For other orders, uniform skim milk price times 0.965 plus uniform butterfat price

times 3.5.
3/ Less than 0.5 percent.

4/ In August 2007, due to a disadvantageous relationship between intraorder class prices and the location adjusted statistical uniform (blend) price in Order Nos. 033, 030, 032, and 126,
handlers elected not to pool an estimated 500 million pounds of milk that normally would have been associated with these markets. After adjusting for not-pooled milk, the year-to-year

percent change is +1.3%.
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OI(\)/IiIIion Pounds Average Daily Milk Production 23 Selected States
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MONTHLY WPC 25.0-49.9% MANUFACTURERS'END OF MONTH STOCKS AND DMN

AVERAGE OF THE RANGE PRICES
1,000's of Lbs. $Lb.
30,000 2.0000
28,000
26,000 -
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MONTHLY LACTOSE HUMAN & ANIMAL MANUFACTURERS' END OF MONTH STOCKS AND DMN
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