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Monthly Market Indicators through April 2008

Production Prices
Current A Month Year Current A Month Year
Month Ago Ago Month Ago Ago

Milk Prod. 23 St. (Mill. Lb.) 14,833 15,134 14,228 Milk, Class IlI ($/cwt.) 16.76 18.00 10.93
New Mexico (Mill. Lb.) 681 677 656 Milk, Class IV ($/cwt.) 14.56 14.17 10.36
Texas (Mill. Lb.) 727 733 635 Milk, Class | ($/cwt.) Dallas, #126 21.61 19.70 14.22
Arizona (Mill. Lb.) 398 407 369  Milk, Class | ($/cwt.) Phoenix, 20.96 19.05 13.57

#131

Per Cow Production — 23 St. (Lb.) 1,757 1,794 1,727 NM Repl. Cows/ Heif.(HD) (1Q) 1750 1,940 1,780
New Mexico (Lb.) 1990 1990 1,870 NM Cull Cows ($/cwt.) (May) 55.50 52.00 43.80
Texas (Lb.) 1965 1980 1,905 CME Cheese 40# ($/Lb.) 1.8826 1.8234 1.1651
Arizona (Lb.) 2140 2190 2,145 CME Butter ($/Lb.)

1.3905 1.3454 1.1632

Cows Numbers — 23 St. (Thou 8,444 8,436 8,240 NFDM. Cent. States ($/Lb.)

HD) 1.3525 1.3224 0.8603
New Mexico (Thou HD) 342 340 350 Corn #2, Omaha, NE (BU) 5.59 5.16 2.18
Texas (Thou HD) 370 370 333 NM Alfalfa Hay ($/TON) (May) 185 161 145
Arizona (Thou HD) 186 186 172  S.B.O.M., Central IL (Ton) 329.94 331.57 174.64
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Milk Prices

Milk prices are softening up: After increasing
sharply in early 2007, peaking in September at
$24.91 per cwt., prices have declined steadily into
2008, June 2008 Advance Class | milk prices for the
SW Federal Milk Marketing Order #126 at Dallas are
announced to be $21.18 per cwt., up $1.56 from the
March. The All Milk prices reported by USDA-NASS
for May 2008 were $17.50 per cwt. for New Mexico-
produced milk, $18.90 for Texas-produced milk. This
is up from year-ago levels in May 2007 of $17.10 for
New Mexico-produced milk and $18.80 for Texas-
produced milk, and preliminary June prices continue
to increase in both states. Arizona Order #131 Class |
price at Phoenix rose to $24.26 per cwt. for Septem-
ber, but is declining and projected to settle at $19.17
for May after reaching 20.96 for April. The drop in
Arizona's Class | price from September 2007's peak,
reflects generally lower prices from a year earlier as
U.S. supplies of milk continue to expand.
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Dairy Forecasts
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77 Simple avetages of monihly prices. May not match reporied annual averages.
2/ Simple averages of monthly prices calculated by the Agricultural Marksting Servics for use in class price formulas.
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Higher Milk Production in 2008 Softens Prices; Exports Bolster Demand

The value of dairy exports set a record in fiscal year (FY) 2007 and
is expected to set another in FY 2008. However, expansion is ex-
pected to be less robust, and international prices have softened.
U.S. cheese exports are forecast to climb 5 percent above 2007's
record 95,000 metric tons. Australian cheese exports are expected
to decline again in 2008. Although Australia has finally received
some rain, the amounts have been insufficient to overcome linger-
ing drought.

U.S. butter exports should also benefit from the overall tightness
in global supplies. In the European Union, butter production is
being sacrificed for increased cheese production, both to meet
domestic demand and for export, mostly to Eastern European
countries and Russia. With Australia sidelined and a weak dollar,
prospects for U.S. butter exports are favor-

2008, although there will be more milk, cheese demand could still
limit supplies of NDM.

Whey exports soared in early 2007, but then declined and prices
fell. In 2008, low prices could stimulate demand, but exportable
supplies could be affected by domestic demand for low-fat
cheeses.

Prices for U.S. dairy products should be somewhat lower in 2008.
Cheese should show the least decline from 2007, with prices aver-
aging $1.635 to $1.705 per pound. Butter prices are expected to
average $1.185 to $1.285 per pound in 2008. Sharper declines are
in store for NDM and whey, as prices for them are expected to
average $1.380 to $1.440 and 33.5 to 36.5 cents a pound, respec-
tively.

able.

The same favorable conditions hold true for
nonfat dry milk (NDM) and other dry milk
products, and export prospects remain good
for these products. High world prices for skim
milk powder have fueled U.S. exports
throughout 2007 and could continue to do
so in 2008. In 2007, limited domestic avail-
ability of the product curtailed exports. In
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What happened to New Mexico?

For the last several years growth in New Mexico seemed unstoppable,
growing at similar rates as ldaho. Both expansion states were taken
the majority of the overflow from California, combined with a phe-
nomenal internal growth. Idaho went on to become the number 4
milk producing state in the nation, while New Mexico dropped from
number 7 to number 9, and Texas filled the gap at number 8. Com-
bined, New Mexico and Texas are still the third largest dairy producing
area in the country, but unlike Texas — and | should say West-Texas,
New Mexico took a breather. What happened?

There is never one reason in particular to create a change like this, it is
always a dynamic set of circumstances working in concert, the out-
come of which determines the direction and magnitude of the change,
but I believe the scenario is as follows.

Weather; the weather during a period of time will set the stage for a
direction of the market, and in this case a combination of a tough '06
summer and '06-'07 winter made for a lot of cows leaving the herds
because “the wheels came off". Secondly the economics of low milk
and high feed prices didn't favor expansion, but added to the “herd
cleaning process”. It wasn't until July of '07 that milk prices peak over
the $20 mark. Thirdly we had round number four of the CWT bids
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which removed about 14,500 cows form Southwest herds, a large per-
centage of which came from New Mexico. Add to this equation some
large herds re-locating to south western Kansas, and a serious bout
with TB in the summer of '07 removing another estimated 6000 milk-
ing cows from the area, and voila there it is: a negative growth of
about 17,000 cows at the end of '07.

Question is what is going to happen from here into the future? Well,
heifer availability at an all-time high would indicate expansion, how-
ever diminishing milk prices and feed prices at astronomical highs will
probably put area milk producers in a “stay put” mode, and depending
on how deep and long this dip will be, and depending on how well
producers have rebuild their equity, | do not foresee any major growth
in New Mexico, especially with the Dalhart cheese plant trying to gear
up to full speed. Any expansion will most likely be in West Texas, not
on the New Mexico side of the border. Of course any major expansion
is still going to depend on a re-bounce of the housing market in Cali-
fornia with developers & builders continuing their quest for land, and
offering “real deals" to dairymen, escrows that seem secure enough
for somebody to take it and decide to relocate. Until that point, any
changes in the market will have to come from internal shifts.

For comments or questions on this newsletter contact

Dr. Terry Crawford at 575-646-2615, or crawford@nmsu.edu or
Robert Hagevoort, Dairy Extension Specialist at 575-985-2292, or dairydoc@nmsu.edu




