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The July Class III price was $13.77, down $5.66 from $19.43 in January and $8.75 lower than $22.52 a 
year ago. But August will experience a price rally with Class III around $17.25. Milk production is 
declining with July production -0.5% below a year ago. Milk production could continue below year 
ago levels for the remainder of the year. Milk production January through July was just 0.5% higher 
than a year ago. Milk production will also decline seasonally until fall. June stocks of American 
cheese was just 1% higher than a yar ago and didn’t increase from May. June production of Cheddar 
cheese was 1.1% lower than a year ago and total cheese production was just 0.4% higher. With 
lower milk production and no increase in cheese stocks cheese buyers were more active in buying 
cheese in anticipation of possible tighter supplies ahead. This caused cheese prices to rally. In early 
July cheddar barrels were $1.3225 per pound and 40-pound blocks were $1.3525 per pound. Prices 
started to increase with rather big daily increases at times. By the end of July barrels were $1.87 per 
pound and 40-pound blocks $1.96 per pound. Barrels have weakened slightly in August to now 
$1.8050 per pound. But 40-pound blocks hit $2.015 per pound on August 15 and are now $2.0075. 
Dry whey stayed in the $0.26 to 0.27per pound price range. 
  
Unless buyers back from purchases lowering the price of cheese Class III should reach $18 by 
September through December.  This seems reasonable with milk production likely below a year ago 
for the remainder of the year, schools starting to open the end of August increasing fluid milk sales, 
and butter and cheese sales will be seasonally higher Thanksgiving through Christmas. However, 
USDA’s latest price forecast is not this optimistic. USDA forecast Class III to average $16.00 third 
quarter and $16.65 fourth quarter. 
  
July milk production 0.5% below year ago was the result of 13,000 fewer cows, a decline of 0.1% and 
milk per cow 0.4% lower. Some very hot temperatures in July put stress on milk cows. Lower milk 
prices, favorable slaughter cow prices and widespread drought that may tighten forage supplies and 
keep feed prices relatively high this winter are encouraging heavier culling of cows from the herd. 
Cow slaughter thus far this year has been 5.8% higher than a year ago. Cow numbers declined by 
3,000 June to July and by 44,000 since peaking in March. 
  
Compared to a year ago July milk production of the five leading dairy states showed three had higher 
milk production and two lower production. Milk production was higher by 0.9% for Wisconsin, 2.0% 
for Idaho and 3.7% for New York, except for Wisconsin which had 3,000 fewer cows, cow numbers 
were higher for Idaho and New York. Milk production was lower by 5.5% for California and 4.3% for 
Texas. Both states have fewer cows and lower milk per cow. Other states with relatively high 
increases in milk production were South Dakota 7.5%, Indiana 4.1%, Michigan 4.1%, Georgia 3.6%, 
Ohio 3.0%, Arizona 2.7%, and Iowa 2.2%. Two other states with rather large decreases in milk 
production were Oregon 4.8% and New Mexico 9.1%.                                         
  
While fluid (beverage) milk consumption continues to run more than 2% below a year ago the 
consumption of butter and cheese has been higher resulting in higher total use of milk. 
Last year dairy exports were a record and added strength to milk prices. This year dairy exports 
continue to be below year ago levels. The volume of June exports on a milk solids equivalent basis 
was 13% lower than a year ago, the fourth consecutive monthly decrease. Compared to June a year 
ago cheese exports were 19% lower, dry whey exports 34% lower, butter exports 60% lower but 
nonfat dry milk/skim milk power exports were 2% higher. On a milk solids equivalent basis, the 
volume of exports January through June was 5% lower than a year ago. With U.S. prices of butter 



and cheese increasing and world prices declining U.S. is less price competitive on the world market. 
Currently, except for dry whey the price of butter, cheese and nonfat dry milk/skim milk power are 
higher than world prices. Exports could remain below a year ago for the remainder of the year. 
  
In summary milk prices will improve for the remainder of the year but with feed prices still on the 
high side operating margins remain tight for dairy producers. It has been a tough year for dairy 
producers. Producers who are signed up with the Margin Protection Coverage Program or are using 
other price risk management tools have faired better. 
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