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Daily Dairy Report

Cheese production +2.2% in January

Cheese prices resumed their downward trajectory today, with blocks falling 2¢ and barrels
dropping 0.75¢. Milk futures posted double-digit declines in most of the front months.

For nearly a year now, manufacturers have been directing the milk supply toward the cheese vat
rather than into butter/powder production. Cheese output remained heavy in January, pulled by
strong demand for mozzarella and a huge jump in manufacturing of cream/neufchatel. Overall
cheese production was 842.3 million 1bs., up 2.2% from the prior year, according to USDA’s
“Dairy Products” report released yesterday (see chart). Mozzarella production was +6.4% and
cream/neufchatel production was +25.6%. Otherwise, cheese output was down 2.0%, including
a 2.7% decline in cheddar.

Watch for total (and cheddar) production to rise toward their seasonal peaks over the next few
weeks before beginning a decline into summer.
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Meanwhile, butter production in January was 162.0 million lbs., down 7.2% from a year ago, and NDM/SMP production was 148.5 million Ibs., down
13.9%. For the first time, USDA added milk protein concentrate production to the report. In January, U.S. MPC production was 7.5 million 1bs., up 5.2%

from prior year. Last year U.S. manufacturers produced 92.9 million lbs. of MPC, USDA says, while MPC imports were at a 5-year low. cme group

For more information about real-time quotes, visit

Futures Volume and Open Interest

Volume Open Interest

FUTURES & OPTIONS Class III 919 30,391
[4 Pit, 915 Electronic]

VOLUME AND OPEN INTEREST>  [ReIe3Y, 0 215

NDM (cash settle) 16 910

NDM (deliverable) 0 1

Dry whey 7 2,238

Butter (cash settle) 18 3,504

Options Volume and Open Interest

Volume Open Interest
Class III 1,256 55,063
Class III midi 21 428
Dry whey 0 624
Butter (cash settle) 0 93

Futures and options volume and open interest from previous trading day.

SPOT PRICES (with change, in cents, from previous day): Block cheese $1.3200 (-2.00) - Barrel cheese $1.2825 (-0.75) * AA Butter $1.4300 (+0.50) « NDM Extra Grade $1.1200 (NC) «
NDM Grade A $1.1200 (NC) MILK PRICES (with change, in dollars, from previous month): January Class IIl milk (USDA) $14.50 (-$0.48) + January Class IV milk (USDA) $13.85 (-$1.16)

Trading Activity

Class Ill Futures Class Il Class Il Dry Whey Futures
Options Calls Options Puts
Settle chg. volume & open Settle ($) chg. Settle ($) chg. | Settle (¢)  chg.
($) (¢) interf)st from (¢) (¢) (¢)
previous day

FEB 10 14.29 +1 6 3548 14.50 @ 0.00 NC 14.25 @ 0.00 NC 39.000 NC
MAR 13.00 -14 199 3717 13.00 @ 0.12 -8 13.00 @ 0.12 +6 36.500 +0.750
APR 13.01 -17 244 4218 13.25 @ 0.19 -7 13.00 @ 0.28 +7 32.000 NC
MAY 13.13 -20 121 3553 13.25 @ 0.39 -11 13.00 @ 0.38 +7 29.500 NC
JUN 13.90 -14 102 2919 14.00 @ 0.56 7 13.75 @ 0.53 +6 29.750 NC
JUL 14.48 -8 35 2310 14.50 @ 0.69 4 14.25 @ 0.58 +3 29.250 NC
AUG 15.00 -11 47 2167 15.00 @ 0.80 -6 15.00 @ 0.80 +5 30.000 +0.500
SEP 15.18 -7 34 2088 15.25 @ 0.84 -4 15.00 @ 0.78 +3 30.000 +0.500
OCT 15.19 -6 42 1942 15.25 @ 0.81 4 15.00 @ 0.75 +3 30.000 +0.250
NOV 14.95 -5 28 1899 15.00 @ 0.86 2 14.75 @ 0.77 +2 31.750 NC
DEC 14.99 -5 48 1812 15.00 @ 0.91 3 14.75 @ 0.80 +2 30.250 NC
JAN11 14.59 NC 4 90 15.50 @ 0.64 NC 14.50 @ 0.95 NC 28.480 NC

NDM Futures Butter Futures -
Cash settle

Settle chg. (¢) Settle (¢) chg.

(®) (®)
109.500 NC 135.250 NC
106.500 NC 144.000 +0.500
106.500 +0.250 146.750 +0.250
108.000 NC 149.250 +0.250
110.500 NC 151.000 NC
113.500 +0.750 154.500 +0.500
116.750 NC 155.500 NC
117.500 NC 158.030 +1.025
118.500 +0.500 159.000 NC
119.500 +1.000 161.000 NC
117.000 NC 160.500 +0.780
111.000 NC 159.000 NC

The Daily Dairy Report is published by Alan Levitt. Please forward to others that may benefit from this
information. To subscribe visit www.dailydairyreport.com.

Disclaimer: The Daily Dairy Reportis intended solely for information purposes and is not to be construed, under any circumstances, by implication or otherwise, as an offer to sell or a solicitation to buy or trade any
commodities or securities whatsoever. Information is obtained from sources believed to be reliable, but is in no way guaranteed. No guarantee of any kind is implied or possible where projections of future conditions are
attempted. Futures trading is not suitable for all investors, and involves the risk of loss. Past results are no indication of future performance.

CME Group is the trademark of CME Group, Inc. The Globe logo, Globex® and CME® are trademarks of Chicago Mercantile Exchange, Inc. CBOT® is the trademark of the Board of Trade of the City of Chicago. NYMEX,
New York Mercantile Exchange, and ClearPort are trademarks of New York Mercantile Exchange. Inc. COMEX is a trademark of Commaodity Exchange, Inc. Copyright © 2010 CME Group. All rights reserved.



