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Production; QuotajTransfters,WAlfalfa

October Milk Production

USDA estimates U.S. milk production for October 2008
in the 23 major dairy states at 14.4 billion pounds, up 1.5
percent from October 2007. Production per cow in the
23 major states averaged 1,700 pounds for September, 3
pounds above October 2007.

Minimum Class Prices

California Hundredweight Prices

Class October November December
1 No. Calif. $18.23 $18.72 $16.57
So. Calif $18.50 $19.00 $16.84
2 No. Calif. $16.57 $16.57 N/A
So. Calif. $16.80 $16.80 N/A
3 No. Calif. $16.52 $16.52 N/A
So. Calif. $16.53 $16.53 N/A
4a $13.54 N/A N/A
4b $16.63 N/A N/A

Federal Order and California
Minimum Class 1 Prices

Hundredweight Prices

Regions October November December
Phoenix, Arizona $17.88 $19.68 $17.78
Southern California ~ $18.50 $19.00 $16.84
Portland, Oregon $17.43 $19.23 $17.33
Northern California  $18.23 $18.72 $16.57
Boston (Northeast) $18.78 $20.58 $18.68

Quota Transfer Summary
Quota Transfers Sept. Oct. Nov.
Number of Sellers 4 2 7
Pounds of SNF Quota

Transferred 3,727 727 12,592
Average Price Per

Pound of SNF Quota  $545 $538 $545

Commodity Prices Used in the Calculation
of California Class 1 Milk Prices

California Dairy Market
Chicago Mercantile Exchange | Manufacturing y
News
Month Plants
Grade AA Block Cheddar Nonfat Western Dry
Butter Cheese Dry Milk Whey
Dollars per Pound
Jan. $1.2390 $2.0308 $1.7009 $0.4275
Feb. $1.2223 $1.8348 $1.4868 $0.2750
Mar. $1.2803 $1.9605 $1.2482 $0.2350
Apr. $1.3679 $1.8242 $1.2498 $0.2650
May $1.4425 $1.9595 $1.2614 $0.2825
June | $1.4820 $2.1905 $1.3421 $0.2800
July $1.5418 $1.9140 $1.3528 $0.2800
Aug. $1.5993 $1.8553 $1.3585 $0.2800
Sept. | $1.6427 $1.7489 $1.3301 $0.2488
Oct. $1.7298 $1.8559 $1.1214 $0.1850
Nov. $1.6791 $1.6457 $0.9174 $0.1700
Dec.

October Milk Production in the Top 23 States

For the U.S. overall,
comparing October 2008 to
October 2007:

* U.S. Milk production during October was
up 1.2%

* The number of cows on farms was 9.269
million head, up 88,000 head

* Production per cow averaged 1,679
pounds, 5 pounds more than
October 2007

* Eight of the top twenty-three milk
producing states showed a decrease in
milk production

As reported by USDA and CDFA (for California)

(% Change from 2007)

+3.1%
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Supreme Alfalfa Hay Prices / Alfalfa Sales - Reported Weekly

Alfalfa Hay Update:

Dairies reporting sufficient hay stored in their barns and no immediate need to
purchase hay. Sales have been very slow to non-existent, dairy producers not
interested in the lower quality hay.

Statewide Average Prices Per Ton / Total Tons Sold or Delivered

Monthly
Area Oct.31 Nov.7 Nov. 14 Nov.21  Average/Range
Petaluma $255 N/A $265 N/A $260
North Valley' $250-277 $235-255 $235-268 $220-230 $235-258
South Valley? $270 $235-280 $230-250 $220-250 $239-263
Chino Valley N/A N/A N/A N/A N/A
Tons Sold? 19,522 22,854 15,669 15,010 18,264
Tons Delivered* 7,785 9,195 8,201 9,925 8,777

"North Valley is Escalon, Modesto and Turlock areas.
2South Valley is Tulare, Visalia and Hanford areas.
3For current or future delivery.

“Contracted or current sales.

Source: USDA Market News, Moses Lake, Washington, (509) 765-3611, www.ams.usda.gov/LSMarketNews

California Weekly Feed Commodity Spot Prices, Delivered to the Dairy

AREA Almond Canola Distillers Rolled Soybean Whole
Tulare/Pixley Hulls Dried Grains Corn Meal Cottonseed
Oct. 28 $149.00 $254.00 $197.00 $197.50 $328.00 $341.00
Nov. 4 $147.00 $260.00 $201.00 $200.00 $339.00 $356.00
Nov. 12 $140.00 $253.00 $185.00 $184.50 $322.00 $336.00
Nov. 18 $140.00 $258.00 $185.00 $188.50 $321.00 $341.00
Nov. 25 $137.00 $265.00 $180.00 $179.50 $319.00 $331.00
Monthly Average $389.20 $258.00 $189.60 $190.00 $325.80 $341.00
Almond Canola Distillers Rolled Soybean Whole
North Valley Hulls Dried Grains Corn Meal Cottonseed
Oct. 28 $140.00 $254.00 $195.00 $206.50 $328.00 $341.00
Nov. 4 $140.00 $260.00 $199.00 $209.00 $339.00 $356.00
Nov. 12 $130.00 $253.00 $185.00 $193.50 $322.00 $336.00
Nov. 18 $130.00 $258.00 $185.00 $197.50 $321.00 $341.00
Nov. 25 $127.00 $265.00 $180.00 $188.50 $319.00 $331.00
Monthly Average $133.40 $258.00 $188.80 $199.00 $325.80 $341.00
Almond Canola Distillers Rolled Soybean Whole
Los Banos/Chowchilla  Hulls Dried Grains Corn Meal Cottonseed
Oct. 28 $142.00 $256.00 $197.00 $202.50 $330.00 $342.00
Nov. 4 $141.00 $262.00 $201.00 $205.00 $341.00 $357.00
Nov.12 $132.00 $255.00 $185.00 $189.50 $324.00 $337.00
Nov. 18 $132.00 $260.00 $185.00 $193.50 $323.00 $342.00
Nov. 25 $130.00 $267.00 $180.00 $184.50 $321.00 $332.00
Monthly Average $135.40 $260.00 $189.60 $195.00 $327.80 $342.00
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Milk Production Cost Comparison Summary for California”

By Quarter, 2007-2008
North North South Southern Statewide
Coast Valley Valley California Weighted Average
Quarter 2007 | 2008 2007 | 2008 2007 | 2008 2007 | 2008 2007 | 2008
Dollars per Hundredweight
1st Quarter
Total Costs 17.52 19.74 13.33 15.14 13.16 15.31 13.17 15.44 13.31 15.34
Total Costs & Allowances* 19.27 21.97 14.86 16.98 14.76 17.17 14.55 17.07 14.87 17.31
2nd Quarter
Total Costs 16.23 18.49 13.41 15.86 13.51 16.26 13.00 16.06 13.49 16.14
Total Costs & Allowances* 18.15 20.62 15.13 17.76 15.29 18.16 14.53 17.69 15.25 18.04
3rd Quarter
Total Costs 17.12 13.62 14.20 13.76 14.01
Total Costs & Allowances* 19.24 15.51 16.24 15.52 15.98
4th Quarter
Total Costs 19.01 14.93 15.04 14.46 15.03
Total Costs & Allowances* 21.21 16.84 17.05 16.23 14.97

* Includes an allowance for management and a return on investment

Total Feed Costs (Percent of Total Cost of Production)
Based on California Production Cost Survey, January 2003 through June 2008
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California Cost of Production, Total Feed Cost, by Quarter
Based on California Production Cost Survey, January 2003 through June 2008
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ls-i-co®s Diesel, Gas, and Milk Hauling Costs, Per Hundredweight of Mik
Based on California Production Cost Survey, January 2003 through June 2008
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USDA Milk-Feed Ratio Higher

The milk-feed price ratio was higher in October than the

previous month. According to the USDA, the ratio is 2.12.

That is 0.23 points higher than September. However, the
ratio is still nearly a point less than a year ago when it
was 3.10.

The USDA used an all-milk price of $17.60 to calculate
the October ratio. That price is 60 cents less than the
price used to calculate the September ratio and $3.80
less than a year ago.

Feed prices retracted substantially in October. The USDA
used a corn price of $3.99 per bushel to calculate the
October ratio. That is $1.03 less than the September
price, but still 70 cents higher than a year ago. The price
of soybeans fell $2.04 to $8.66 per bushel, 30 cents
higher than a year ago. Baled alfalfa hay declined $4 to
$172 per ton, still higher than last year’s $136 per ton.

A ratio of 2.12 means that a dairy producer can buy 2.12
pounds of feed for every pound of milk sold. Whenever
the ratio meets or exceeds 3.0, it is considered profitable
to buy feed and produce milk.
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USDA Proposed Rule on
Organic Standards

A proposed rule filed in the Federal Register would
amend pasture requirements in the federal organic
standards program. The proposed amendments would
affect organic dairy producers.

The proposed changes are intended to prevent practices
that are not in compliance with the pasture requirements
of ruminants raised in organic production systems. The
rules would also would clarify the replacement animal
provision for dairy animals.

Comments on the proposed rule must be received by
December, 23, 2008.

The Agricultural Marketing Service administers the
National Organic Program. For more details go to: http://
www.ams.usda.gov/AMSv1.0/getfile?dDocName=STELP
RDC5073426&acct=noprulemaking
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DMI: Researching Low-Fat Cheese

“Today, consumers perceive that low-fat cheese is rubbery,
sticky, lacks in flavor and does not melt well,” said Raj
Narasimmon, vice president of product research at Dairy
Management Inc.“Our research goal is to develop cheeses
that taste good, function well and also carry a low-fat

label according to U.S. Food and Drug Administration
regulations.”

According to a consumer research study, 15 percent

of adults age 20 to 54 are “cheese restrictors,” which is
defined as people who restrict their cheese consumption
in order to reduce fat intake. However, if low-fat cheeses
are available that taste good, have comparable texture and
melt as well as full-fat cheeses, research suggests that 29
percent of cheese restrictors would increase their cheese
consumption. The ultimate volume potential from cheese
innovation in this area (including natural Cheddar, heart-
healthy Cheddar and high-protein Cheddar) could top 400
million pounds per year at retail.

The goal of the dairy checkoff program low-fat cheese
research program is to seize that growth opportunity

by finding ways to develop low-fat natural and process
cheeses with consumer-acceptable flavor, texture and
functionality. As a result of the program’s progress to date,
researchers seek to develop a consumer-acceptable low-fat
Cheddar within one to two years, and low-fat mozzarella
with desired pizza performance and low-fat slice-on-slice
process cheese within one year.

For more information about checkoff-funded product
research, go to: http://www.dairycheckoff.com/
DairyCheckoff/

Cornell University Looking At
Milk Fat and Protein

Why do some cows produce more milk fat?

Researchers at Cornell University are looking at ration
differences among New York farms to find out why
some cows produce more milk fat and milk protein
than others. So far, they've discovered that the
factors of larger corn silage particle size and higher
neutral detergent fiber for digestibility correlate with
higher levels of milk fat, and higher ration starch level
correlates with higher milk protein levels.

For more details, go to: http://
www.watertowndailytimes.com/
article/20081022/NEWS03/310229963/
Study+seeking+reasons+for+milk-fat+difference
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California State Water
Project Allocation

The California Department of Water Resources (DWR)
announced an initial allocation of 15 percent for water
delivery to the State Water Project (SWP) contractors in
2009, the second lowest initial allocation in history.

“This further dramatizes the urgent need for additional
investments in water storage and conveyance
infrastructure to assure an adequate and reliable water
supply,” said DWR Director Lester Snow. “The uncertainly
of precipitation patterns due to global warming and
deteriorating conditions in the Delta, California’s main
water hub, demand immediate action to enhance our
ecosystem and keep our economy productive in the 21st
century. The governor has sounded the wakeup call, and
the clock is ticking.”

The low allocation is a result of the low carryover storage
levels in the state’s major reservoirs, ongoing drought
conditions, and court ordered restrictions on water
deliveries from the Delta. Last year, the initial figure was
25 percent and it was later increased to 35 percent. Actual
delivery amounts can increase from the initial allocation
depending on the year’s hydrologic and water supply
conditions.

The 2009 announcement comes slightly early to help
local water agencies better prepare for the upcoming
growing season, which is expected to be another dry year.
The announcement is part of the Department’s effort to
implement Gov. Schwarzenegger’s Drought Executive
Order (S-06-08) directing DWR to help local water districts
and agencies proactively address these conditions.

SWP contractors deliver water to more than 25 million
California residents and more than 750,000 acres of
farmland. This year, SWP contractors requested 4,166,376
million acre-feet of water for the 2009 calendar year, the
maximum contractual amount allowed.

USDA Announces
Forward-Pricing Program

USDA has announced a final rule establishing the Dairy
Forward-Pricing Program as directed by the Food,
Conservation and Energy Act of 2008. This final rule
was published in the October 31, 2008 Federal Register.
This program will allow milk producers and cooperative
associations to voluntarily enter into forward-price
contracts with milk handlers for milk used for non-fluid
purposes. The program exempts handlers regulated
under the federal milk order program from paying
producers and cooperative associations the minimum
federal order price for milk under forward contract.



National Dairy Situation and
Outlook - USDA Estimates

Milk Production and Cow Numbers

Monthly: Compared to 2007, USDA estimates that
overall milk production across the U.S. was up

1.2% in October, led by Texas' 14.1% growth in milk
production (on 38,000 more cows and 50 more
pounds per cow). USDA reports that California milk
production was down 0.9% on 13,000 more cows, but
30 less pounds per cow compared to October 2007.
Among the western states, Arizona was up 0.3%; New
Mexico up 3.1%; and Washington was up 1.3%. Three
of the top 10 states reported a production decrease.

Quarterly: For the third quarter of 2008 compared to
the second quarter of 2008, U.S. milk cow numbers
increased to 9.277 million, production per cow
decreased 201 pounds per cow; the net effect was
decreased milk production to 46.8 billion pounds.
USDA projects that for the fourth quarter of 2008
compared to the third quarter of 2008, U.S. milk
cow numbers will decrease to 9.265 million cows,
production per cow will decrease slightly to 5,040;
the net effect would be slightly decreased milk
production to 46.7 billion pounds.

Milk Prices

Comparing the third quarter of 2008 to the second
quarter of 2008, U.S. average milk prices were up to
$18.67/cwt. USDA projects that for the fourth quarter
of 2008, U.S. average all-milk prices will be $16.80-
17.70/cwt.; Class 4b prices will be $15.53-15.83/cwt.;
and Class 4a prices will be $12.74-13.14/cwt.

Utility Cow Prices

Comparing the third quarter of 2008 to the second
quarter of 2008, average U.S. utility cow prices were
up $4.48/cwt. to a national average of $61.78/cwt.
USDA projects that utility cow prices will average $52-
56 in the fourth quarter of 2008.

Information from the USDA-NASS publication “Milk
Production” and the USDA-ERS publication: “Livestock,
Dairy, and Poultry Outlook.”

Possible Veterinarian Shortage

There is a concern for the future when today’s aging
veterinarians retire, as the shortage of large animal-
veterinarians is becoming a growing problem.
Approximately 77 percent of veterinary-school graduates
choose to work with companion animals only. This is a
flip-flop from the profession’s beginning, when most of
the animals people kept were food animals, not pets.

One reason most veterinary students aren’t choosing
food-animal medicine could be because they're not
exposed to farm animals in their youth. The lack of large
animal veterinarians is already affecting some employers,
such as the USDA. The USDA employs more than 1,100
veterinarians, but needs to hire a hundred more. The
agency's Food Safety and Inspection Service offers
student loan repayments up to $20,000 to all newly hired
veterinarians.

In some areas of the country, there is one veterinarian for
5,855 food animals. In other parts of the country, there is
one veterinarian for 47,943 animals.

Kansas State University has predicted that the demand
for food-animal veterinarians will grow by 12 percent
annually, while the supply of veterinarians will shrink by
4 percent per year.

Canada Reports Another BSE Case

In late November, Canada recorded its sixteenth case of
bovine spongiform encephalopathy (BSE) in five years.
The Canadian Food Inspection Agency confirmed BSE in a
seven-year-old cow from British Columbia.

The Food Inspection Agency reported that no part of the
animal’s carcass entered the human food or animal-feed
systems. The animal’s birth farm has been identified,

and an investigation is under way. The Food Inspection
Agency is tracing the animal’s herdmates at the time of
birth and examining possible sources of infection. The
age of the infected animal is consistent with previous
cases detected in Canada.

According to the World Organization for Animal Health,
16 native-born cases have been detected in Canada: two
in 2003; one each in 2004 and 2005, five cases in 2006,
three in 2007 and four in 2008 (including the latest case
reported here).
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Month
May ‘07
June

July
August
September
October
November
December
January ‘08
February
March
April

May

June

July
August
September
October
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Quota
$18.29
$20.70
$21.60
$21.74
$21.69
$21.16
$21.93
$20.79
$19.14
$18.42
$17.71
$17.56
$18.47
$19.12
$19.05
$18.01
$17.92
$17.14

Overbase
$16.59
$19.00
$19.90
$20.04
$19.99
$19.46
$20.23
$19.09
$17.44
$16.72
$16.01
$15.86
$16.77
$17.42
$17.35
$16.31
$16.22
$15.44

MillkdMailbox{Rrices

Milk Mailbox Prices in Dollars per Hundredweight

February March April May June July August
California ! $17.05 $16.04 $15.88 $16.79 $17.35 $17.19 $16.25
USDA’ $19.03 $18.01 $18.19 $18.09 $19.11 $19.43  $18.58

1 california mailbox price calculated by CDFA.
2 All federal milk market order weighted average, as calculated by USDA.

Northwest
States
Idal

Milk Mailbox Prices for August 2008

 New Mexico
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In August 2008, mailbox milk prices for selected reporting areas in Federal milk orders averaged $18.58 per cwt., down $0.85 from the previous month average,
and down $2.89 from August 2007. The component tests of producer milk in August 2008 were: butterfat, 3.58%; protein, 2.98%; and other solids, 5.71%. On an
individual reporting area basis, mailbox prices decreased in all Federal milk order reporting areas and ranged from $24.33 in Florida to $16.71 in New Mexico.
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