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NATIONAL DAIRY MARKET NEWS AT A GLANCE

CME GROUP CASH MARKETS (10/26):

BUTTER: Grade AA closed at $1.8900. The weekly average for
Grade AA is $1.8925 (+.0045).

CHEESE: Barrels closed at $2.0800 and 40# blocks at $2.1200. The
weekly average for barrels is $2.0290 (+.0705) and blocks, $2.0640
(+.0400).

BUTTER HIGHLIGHTS: The CME cash butter price increased
and decreased early in the week and concluded the week at $1.8900.
This cash price compares to $1.8800 a week ago, $1.9400 a month
ago, and $1.8700 last year at this time. Churning schedules across the
country remain generally active and are fully dependent on cream
availability and price. In most instances, butter producers are
producing for current or very near term needs with inventory
enhancement being closely monitored. Many butter producers and
handlers are aligning production schedules with inventoried stock
levels as good holiday orders continue to be placed. In some instances,
active butter production might be starting to ease as a better supply/
demand picture develops for the balance of the calendar year.
Producers and handlers are indicating that good butter orders have
been placed and continue to be placed for upcoming holiday needs.
Retail buyers are indicating that feature activity will be occurring at
varying times during the balance of the year. Exports continue.
Cooperatives working Together (CWT) have recently accepted
requests for export assistance totaling 330,693 pounds (150 MT). This
butter will be exported now through March 2013. Thus far in 2012,
the CWT program has assisted with exports of 58.7 million pounds of
butter and nearly 128,000 pounds of anhydrous milk fat. According to
the NASS Cold Storage report, stocks of butter as of September 30,
2012, totaled 195.4 million pounds, +29% or 44.4 million pounds
more than September of last year. Stocks were 3% lower or 5.7
million pounds less than end of August 2012.

CHEESE HIGHLIGHTS: Cheese prices continue to fluctuate as
the CME Group spot market struggles to find equilibrium. This week
saw the market advance significantly on light sales and higher bids.
Cheese supplies are tighter than both last month and a year ago. The
NASS Cold Storage report showed stocks of natural cheese down 1%
from last month and 5% less than last year. Tighter milk supplies and
good seasonal demand are combining to move the market higher this
week. Cheese plants are often desiring to increase production, but are

wary of paying premiums for additional milk. Following last week’s
lower prices, this week the CME Group prices for barrels and blocks,
gained back all of that loss and added some more. Barrels closed the
week at $2.0800 and blocks closed at $2.1200. The weekly average
price this week is $.0400 higher for blocks and $.0705 higher for
barrels compared to last week’s average.

FLUID MILK: Milk production nationally is increasing along the
seasonal trend, but below year ago levels in most areas. Production
increases in the Northeast and Mid-Atlantic region have been slowed
by previous culling of the dairy herd. California production is
basically flat. Improved weather conditions have improved cow
comfort levels in Arizona, Florida and the Pacific Northwest.
Handlers indicate aflatoxin contamination will remain a concern as
dairy producers in drought stricken areas feed out corn/silage that may
have been affected by Aspergillus fungi. Cream prices are steady to
lower with a generally weaker market tone. Manufacturers indicate it
is late in the season for ice cream interest and a little too early for
strong production of holiday items. The percentage of butterfat in off
farm milk is above year ago levels and contributing to the current
available cream supply.

DRY PRODUCTS: Nonfat dry milk prices are mixed in
narrowing price ranges. Product movement is primarily through
contracts as spot and resale activity turned light. Some comments are
being heard about world export contracts being filled with non-US
powders, yet taking some pressure off total supplies. Dry buttermilk
prices were steady to higher as price ranges narrowed. Production
trends are steady at seasonally active levels. Dry whey prices are
unchanged to slightly higher.  Central dry whey loads from
manufacturers above contracted volumes are described as readily
available. Western whey producers are comfortable with product
movement and are able to resist discounting.  Export demand is
steady. Prices for whey protein concentrate 34% are unchanged.
Production is steady at most plants. Lactose prices are unchanged on
the mostly price series. Offers on spot loads continue to be available,
particularly for lower mesh size product.

— CONTINUED ON PAGE 1A —
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CME GROUP CASH TRADING

COMMODITY MONDAY TUESDAY  WEDNESDAY  THURSDAY FRIDAY WEEKLY 11 WEEKLY
OCT 22 OCT 23 OCT 24 OCT 25 OCT 26 CHANGE*  -: AVERAGE#
CHEESE
BARRELS $1.9700 $2.0100 $2.0250 2.0600 $2.0800 :: 11 $2.0290
(+.0525)  (+.0400) (+.0150) +.0350)  (+.0200) :: (+.1625) :: (+.0705)
40# BLOCKS  $2.0100 $2.0450 $2.0550 2.0900 $2.1200 :: 11 $2.0640
(+.0100)  (+.0350)  (+.0100) +.0350)  (+.0300) :: (+.1200) :: (+.0400)
NONFAT DRY MILK
EXTRA GRADE $1. 5600 $1 5600 $1 /5600 $1.5600 $1. 5600 :: 11 $1.5600
(N.C.) (N.C.) (N.C)) (N.C.) (N.C.) (N.C.) 11 (-.0450)
GRADE A $1.5600 $1.5600 $1.5600 $1.5600 $1.5600 :: 11 $1.5600
(N.C.) (N-C.) (N-C.) (N.C.) (N.C.) (N.C.) i (-.0160)
BUTTER
GRADE AA $1.9025 $1.8900 $1.8900 $1.8900 $1.8900 :: 11 $1.8925
(+.0225)  (-.0125) (N-C.) (N.C)) (N.C) (+.0100) :: (+.0045)

CHEESE: carload = 40,000 Ibs., 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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INTERNATIONAL DAIRY MARKET OVERVIEW (DMN):
Milk production trends continue to seasonally decline for most all
European regions. In most instances, the production season is over and
late season milk volumes are being directed to production of products of
best return or most need. In many instances and when possible, this milk
is clearing to cheese production. Fall weather conditions are
contributing to less feed quality and quantity for pasture based
production and cows are starting to be housed for the upcoming winter
season. Winter feed stocks are often being referred to as not the best
from a quality and quantity bases which will challenge many producers.
In recent days, reports of over quota milk volumes were released and 6
countries (Austria, Ireland, The Netherlands, Germany, Cyprus, and
Luxembourg) were identified as exceeding their 2011 - 2012 quota
levels. These quota overages will trigger super levy penalties in the
range of 79 million Euros. Austrian producers surpassed their quota
levels by 5%. Some Irish producers were not surprised at the overage as
many are starting to position themselves to a positive post quota (2015)
production level, thus overages might prevail for the remaining years of
the quota system. A recent international milk powder tender was
finalized in recent days and it appears that Europe might be a significant
source of skim milk powder for that tender. Whole milk powder is also
a part of tender and much of this need is being sourced outside of
Europe. Total volumes of either skim or whole milk are not known.
The delivery period for this powder is through March 2013 with
shipments needing to occur by mid-February. As the milk production
season winds down, milk and cream availability is tightening for many
products. Holiday cream based items are some of the products that are
seeking additional volumes. PSA butter continues to be removed from
the program. As of October 18, about 25,000 MT of butter have re-
entered the marketplace leaving about 82,800 MT in the program.
Traders and handlers are indicating that these volumes are readily being
absorbed into the marketplace without any significant negative impact.
Milk production in Eastern Europe is also nearing seasonally low levels.
Most producers in this region have had a positive production season and
this trend continues to flow into the fall, thus for many, the season is
concluding on a positive note. Manufacturing facilities are being
shuttered for the season as the milk flow declines. Stocks of
manufactured dairy products are not overly available, but adequate to
meet domestic and internal buyer interest. Offering prices on available
stocks are often the limiting factor in international sales.

The milk production season is at or very near peak levels in both
Australia and New Zealand. In New Zealand, milk producers and
handlers are reporting that peak levels were attained a few weeks ago in
most regions. Manufacturers and handlers are hopeful that high levels
will be maintained for an extended period of time. Manufacturing
facilities are all working at or near plant capacities, with minimal
problems being reported in processing the milk flow. Casein output, a
product that resumes production near peak milk production levels, is
occurring at most all casein operations. Continuance of this production
is fully dependent on milk availability at peak levels. Casein
manufacturers are hopeful that high levels of milk will continue, as
stocks are needed for commitments. In Australia, milk volumes
generally continue to build towards seasonal peak levels. In some
regions, milk handlers are reporting that milk is probably at peak levels,
while other regions still have growth potential. Thus far this season,
milk volumes are running as much as 7% stronger in Northern Victoria
with overall milk volumes running 2.1% ahead of last year at this time
for the first three months of the production year. Milk production
projections for the 2012 - 2013 year are pretty much unchanged from
previous estimates. New Zealand producers continue to look at a 3 -

growth trend. Both of these production increases are over two years ago,
versus last years' very favorable season. Traders and handlers are
indicating that a significant portion of current production has been
committed, although as milk volumes remain at seasonally high levels,
there are some uncommitted volumes of product being generated. Many
manufacturers and handlers are cautious with disposition of these
uncommitted volumes. Most sales activity continues to center around
regular and ongoing customer needs. Average prices at the last g/DT
auction on October 16 were mixed. Milk protein concentrate,
buttermilk, and skim milk powder prices were firmer with all other
traded product prices easing. Although overall product prices for skim
milk powder were higher, U.S. sourced skim milk powder, for
November delivery, was 11.3% lower and averaged $3,318 per MT
which is very comparable to the near term Oceania skim milk powder
average.

SEPTEMBER COLD STORAGE (NASS): On September 30,
U.S. cold storage holdings of butter totaled 195.4 million pounds, down
3% from August, but up 29% more than September 2011. Natural
American cheese holdings total 608.4 million pounds, 1% less than
August, and 5% less than a September 2011. Total cheese stocks were
994.3 million pounds, 1% less than last month, and 5% less than
September 2011.

SEPTEMBER MILK PRODUCTION (NASS): Milk production
in the 23 major states during September totaled 14.7 billion pounds,
down 0.5% from September 2011. August revised production at 15.3
billion pounds, was down slightly from August 2011. The August
revision represented an increase of 26 million pounds or 0.2% from last
month’s preliminary production estimate. Production per cow in the 23
States averaged 1,732 pounds for September, 10 pounds below
September 2011. The number of milk cows on farms in the 23 States
was 8.47 million head, 5,000 head more than September 2011, but
25,000 head less than August 2012. Milk production in the U.S. during
the July-September quarter totaled 48.7 billion pounds, up 0.1 percent
from the July-September quarter last year. The average number of milk
cows in the U.S. during the quarter was 9.22 million head, 15,000 head
more than the same period last year.

OCTOBER CROP REPORT (NASS): According to the NASS
October Crop Report, the U.S. corn crop will total 10.7 billion bushels,
down 13.4% from last year based on average yield being down 17.1%.
Looking at the yields in the top five production states: lowa is at 140
bushels, down 18.6%; Minnesota at 168 bushels, up 7.7%; Nebraska at
142 bushels, down 11.3%; Illinois at 98 bushels, down 37.6%; and
Indiana at 100 bushels, down 31.5%. Likewise for soybeans, the total
production was hard hit by the drought. Total output for 2012 is
estimated to be 2.86 billion bushels, down 7.5% from last year based on
a yield reduction of 9.8%. Looking at the yields in the top five
production states: lowa is at 43 bushels, down 16.5%; Illinois at 39
bushels, down 17.9%; Minnesota at 43 bushels up 10.3%; Indiana at 41
bushels is down 9.9%; and Nebraska at 41 bushels is down 24.1%.

4% increase while Australian producers are anticipating a 1 - 2% -1A-
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CME GROUP

MONDAY, OCTOBER 22, 2012

CHEESE -- SALES: NONE; LAST BID UNFILLED: 1 CAR BARRELS @ $1.9700; 1 CAR 40# BLOCKS @ $2.0100; LAST OFFER UNCOVERED: NONE
NONFAT DRY MILK —- SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: NONE
BUTTER —- SALES: 7 CARS GRADE AA: 1 @ $1.8800, 2 @ $1.8900, 1 @ $1.8950, 2 @ $1.9000, 1 @ $1.9025; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED:

1 CAR GRADE AA @ $1.9050

TUESDAY, OCTOBER 23, 2012

CHEESE —- SALES: NONE; LAST BID UNFILLED: 1 CAR BARRELS @ $2.0100; 1 CAR 40# BLOCKS @ $2.0450; LAST OFFER UNCOVERED: NONE
NONFAT DRY MILK -- SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: NONE
BUTTER —— SALES: 4 CARS GRADE AA @ $1.8900; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: 1 CAR GRADE AA @ $1.8950

WEDNESDAY, OCTOBER 24, 2012

CHEESE —- SALES: NONE; LAST BID UNFILLED: 1 CAR BARRELS @ $2.0250; 1 CAR 40# BLOCKS @ $2.0550; LAST OFFER UNCOVERED: NONE
NONFAT DRY MILK —- SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: NONE
BUTTER -- SALES: 4 CARS GRADE AA: 1 @ $1.8800, 1 @ $1.8700, 1 @ $1.8800, 1 @ $1.8900; LAST BID UNFILLED: 1 CAR GRADE AA @ $1.8850; LAST OFFER

UNCOVERED: 1 CAR GRADE AA @ $1.8900

THURSDAY, OCTOBER 25, 2012

CHEESE —- SALES: 1 CAR 40# BLOCKS @ $2.0900; LAST BID UNFILLED: 1 CAR BARRELS @ $2.0600; LAST OFFER UNCOVERED: NONE
NONFAT DRY MILK -- SALES: NONE; LAST BID UNFILLED: NONE; LAST OFFER UNCOVERED: NONE

BUTTER -- SALES: 3 CARS GRADE AA @ $1.8900; LAST BID UNFILLED: NONE; LAST
OFFER UNCOVERED: 1 CAR GRADE AA @ $1.8900

FRIDAY, OCTOBER 26, 2012

CHEESE —- SALES: 2 CARS BARRELS: 1 @ $2.0600, 1 @ $2.0700; 5 CARS 40# BLOCKS: 1 @ $2.0900, 1 @ $2.1000, 2 @ $2.1100, 1 @ $2.1200; LAST BID UNFILLED:
1 CAR BARRELS @ $2.0800; 1 CAR 40# BLOCKS @ $2.1150; LAST OFFER UNCOVERED: 1 CAR BARRELS @ $2.0925; 1 CAR 40# BLOCKS @ $2.1300
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 @ $1.8900

BUTTER MARKETS

NORTHEAST

The CME Group butter price declined $0.0125 Tuesday to close at
$1.89, continuing the up down trend in butter prices. Following last
Tuesday’s $0.0550 decline, butter prices have netted a $0.0150
increase in 5 trading sessions. Butter production has increased as
available cream supplies have combined with lower multiples and a
lower weekly average butter price to make it advantageous for
butter makers to increase churning schedules. Butter demand is
good with strong private label orders. Some inventories are
beginning to be worked lower. Current bulk butter prices range
from 4-8 cents over the market based on the CME Group with
various time frames and averages used. Cooperatives Working
Together (CWT) has accepted requests for export assistance to sell
330,693 pounds (150 metric tons) of butter. The product will be
delivered October 2012 through March 2013. During 2012, CWT
has assisted member cooperatives in making export sales of butter
totaling 58.7 million pounds (adjusted for reductions) and
anhydrous milk fat totaling 127,868 pounds. According to the latest
NASS Cold Storage report, butter in storage on September 30,
totaled 195.4 million pounds, 5.7 million pounds less (-3%) than the
prior month stocks, but 44.4 million pounds more (+29%) than
September 2011 stocks.

CENTRAL

The CME cash AA butter prices has been mixed during the past
week with strength and then weakness to settle at $1.8900 at mid-
week, 1 1/2 cents higher than mid-week last week. Churning
schedules remain active, although trending lower as cream supplies
ease. Some butter producers that had been actively churning for
potential customers are finding that this need is not as strong as
projected and are now holding uncommitted stocks. It is still early,
thus they are hopeful that they will be able to clear these stocks
before the end of the year. Holiday orders continue to be placed and
for the most part, upcoming Thanksgiving orders have generally

been placed. Shipments for this holiday are well underway and it
appears that strong retail feature activity will be occurring prior to
the holiday. Yearend orders are being placed and also appear to be
good. Food service orders for the next 8 - 10 weeks are also strong.
Restaurants and food service outlets are preparing for the upcoming
shopping and holiday season. Butter exports continue out of the
United States.  Cooperatives working Together (CWT) have
recently accepted requests for export assistance totaling 330,693
pounds (150 MT). This butter will be exported now through March
2013. Thus far in 2012, the CWT program has assisted with exports
of 58.7 million pounds of butter and nearly 128,000 pounds of
anhydrous milk fat. Bulk butter prices range from flat to 3 cents
over various pricing bases and averages per pound.

WEST

Western butter prices are unsettled, with a generally steady
undertone. Butter demand is good to very good as holiday buyers
look to fill needs. Retail and club sales are described as very good.
Food service needs are also better than year ago volumes. Cream is
readily available and moving at weaker price multiples. Churns are
using the excess cream to fill immediate needs in addition to using
stored inventories. Manufacturers are keeping a watchful eye on
their warehouses so as not to build stocks at this time. Prices for
bulk butter range from 2 cents under to 4 1/2 cents under the
market, based on the CME with various time frames and averages
used. Wednesday’s close on the CME Group exchange for butter is
unchanged at $1.8900. The market is unsettled this week with both
advances and declines. Buyers continue to purchase offered product
and as of Wednesday, 15 loads were sold. According to the NASS
Cold Storage report, stocks of butter as of September 30, 2012, total
195.4 million pounds, +29% or 44.4 million pounds more than
September of last year. Stocks were 3% lower or 5.7 million
pounds less than end of August 2012.

NATIONAL DAIRY PRODUCTS SALES REPORT

U.S. AVERAGES AND TOTAL POUNDS

BUTTER CHEESE 40# BLOCKS
WEEK ENDING
October 20, 2012
1.9305 2.0889
3,416,273 10,887,776

CHEESE BARRELS DRY WHEY NDM
38% MOISTURE

2.0645 0.6257 1.4718

9,563,748 8,842,367 11,927,835

Further data and revisions may be found on the internet at: http://www.ams.usda.gov/AMSv1.0/DairyProductMandatoryReporting
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CHEESE MARKETS

NORTHEAST

Cheese prices on the CME Group moved higher Tuesday with bar-
rels advancing $0.0400 to close at $2.0100 and blocks increasing
$0.0350 to close at $2.0450. Cheese price increases for the past
two days have recovered over half of the losses last week with bar-
rels showing a 2 day increase of $0.0925 and blocks an increase of
$0.450. Cheese production in the Northeast has increased margin-
ally as some plants are seeing slight increases in milk volumes.
Some plants are comfortable with their current production levels,
while others would like to increase production. Cheese orders re-
main good with most inventories being worked lower. Some
cheese makers are attempting to increase cheese going into aging
programs, because of lower input costs compared to previous years.
Cooperatives Working Together (CWT) has accepted requests for
export assistance to sell 2.262 million pounds (1,026 metric tons)
of Cheddar and Monterey Jack cheese. The product will be deliv-
ered October 2012 through March 2013. During 2012, CWT has
assisted member cooperatives in making export sales of Cheddar,
Monterey Jack and Gouda cheese totaling 102 million pounds. The
latest NASS Cold Storage report shows stocks of natural cheese in
cold storage as of September 30, 2012 totaled 994.3 million
pounds, down 1% compared to one month ago and down 5% from
one year ago. A majority of the holdings are in the form of Ameri-
can cheese (61.2%) totaling 608.4 million pounds, 1% less than the
amount one month ago and 5% less than one year ago. The next
highest natural cheese holdings in cold storage are in the form of
Other Natural Cheese, (35.9%) totaling 357.0 million pounds, 1%
less than one month ago and 5% less from one year ago. Swiss
cheese accounts for 2.9% of holdings at 28.9 million pounds, un-
changed from one month ago, but 8% less than one year ago.

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

Cheddar 40# Block

Process 5# Sliced

Muenster

Grade A Swiss Cuts 10 - 14#

2.4275-2.7125
2.1750-2.2950
2.4475-2.8075
3.4850-3.8075

MIDWEST

Few explanations for the latest increase in CME cheese prices are
forthcoming from manufacturers, at least explanations based on
manufacturing volume and retail ordering. Through Wednesday,
blocks have increased for the week $.0550, reaching $2.0550, and
barrels by $.1075, reaching $2.0250. A number of manufacturers
presently have cheese backing up, attributed to softer retail de-
mand. Thus, with a number of manufacturers holding cheese they
hope to sell, cheese that is available to sell, the reasons for CME
prices increasing as they have leaves a number of manufacturers
perplexed. For cheese to reach retail stores in time for the begin-
ning of the Christmas to Super Bowl season, the cheese generally
must leave manufacturing plants by early November. That date is
getting closer. The recent gyrations of CME prices have been
viewed as impeding the smooth flow of retail ordering. With CME
price movements up and down in a repeating cycle over recent
weeks, and with most pricing to retailers based off CME prices,
“retailers see price uncertainty” and slow buying, according to a
manufacturer. This factor is what most manufacturers believe is a
big contributor to cheese backing up at plants this week more than
had been anticipated. These events cause some concern over

potential for a period of prices and production gyrating and over-
shooting signals from each other with each reaction, before a more
normal equilibrium is reached. Meanwhile, in reaction to less buy-
er ordering during this week, some plants in the region have slowed
manufacturing, at least of non-Mozzarella varieties, even as CME
prices increase. The Kansas City Farm Service Agency Commaodi-
ty Office on Monday announced contract awards to purchase a
maximum of 76.4 million pounds of process cheese for delivery
between January 1, 2013 and December 31, 2013. Purchase prices
will be determined by a stated differential price per pound varying
from -$0.0595 to +$0.2649 per pound, plus the previous month’s
average of the CME cash price, for barrel cheese trading as reported
in Dairy Market News. In the East North Central States,
(Wisconsin, Illinois, Indiana, Michigan and Ohio), American
Cheese stocks in September were down 1% from August the same
as the national percentage, but up 3% from September last year,
quite different from the national 5% decline. As for “Other”
cheese, the North Central states were down 2% from August com-
pared with 1% nationally, but up 1% from September last year in
contrast with being down 5% nationally. Total September natural
cheese stocks were down 1% from August and down 5% from Sep-
tember last year. Total cheese stocks are also below the September
level two years ago, but are above 2009. Swiss cheese stocks for
September were even with August, but 92% of September last year.
Cooperatives Working Together (CWT) has accepted nine requests
for export assistance to sell 2.262 million pounds (1,026 metric
tons) of Cheddar, Gouda and Monterey Jack cheese to customers in
Asia, the Middle East, North Africa and the South Pacific. The
product will be delivered October 2012 through March 2013. Dur-
ing 2012, CWT has assisted member cooperatives in making export
sales of Cheddar, Monterey Jack and Gouda cheese totaling 102
million pounds.

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

2.1475-2.8525
2.4150-2.9750
2.4150-3.4000
2.3850-3.4000
2.6800-3.6650
2.2600-3.5000
3.0050-3.1225

Process American 5# Loaf

Brick And/Or Muenster 5#

Cheddar 40# Block

Monterey Jack 10#

Blue 5#

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

WEST

Wholesale Western cheese prices are lower this week. The market
tone is steady as buyers are looking to increase purchases above
contracted needs in some cases. Cheese production in the West is
running behind desired levels as milk supplies are tight. Cheese
plants are filling contracted orders, but are offering little to the spot
market. Export demand is light unless augmented by assistance
from the CWT program. Another 2.3 million pounds of cheese
were accepted this week to the program. Prices at the CME Group
are higher again on Wednesday. Barrels closed up $.0150 at
$2.0250. Block cheese was $.0100 higher on Wednesday to close

CONTINUED ON PAGE 3A
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CHEESE MARKETS
CONTINUED FROM PAGE 3

at $2.0550. Prices have been bid higher each day this week as
sellers are reluctant to bring product to the market at current prices.
According to NASS, Cold Storage stocks of cheese (total) at the
end of September 2012 are 994.3 million pounds, down 5% or 51.7
million pounds less than September 2011. American stocks were
5% lower, and Other Natural stocks were also 5% lower than last
year. Swiss stocks at the end of September total 28.9 million
pounds, down 8% or 2.4 million pounds less than September 2011.
September Swiss stocks in storage are slightly above the previous
month.

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

Process 5# Loaf

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

Grade A Swiss Cuts 6 - 9#

2.0825-2.3400
2.1500-2.5025
2.3300-2.5500
2.3400-2.5000
3.0625-3.4925

FOREIGN

The CME weekly average block price declined significantly and
reduced domestic wholesale foreign type cheese prices by $0.0750
this week. Swiss cuts and imported variety cheese prices were un-
changed. Demand for imported and domestic foreign type cheese
varieties remains good as wholesalers have seen increased orders
coming from specialty cheese shops and supermarkets.

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

NEW YORK
VARIETY IMPORTED DOMESTIC

Blue - 26400-52200  : 2.5675-4.0550*
Gorgonzola - 3.6900-6.1900  : 3.0700-3.5250*

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

-0-

© 3.4400-5.5800

-0-

- 2.8500-3.9800

: 3.9575-6.0475*
: 2.6100-2.7675*
. 3.7575-5.9075*

Sardo Romano (Argentine) -0-
Reggianito (Argentine) : 3.2900-4.2900 -0-
Jarlsberg-(Brand) : 2.9500-5.2900 -0-

Swiss Cuts Switzerland
Swiss Cuts Finnish
* = Price change.

-0-

- 2.5900-2.8500

. 3.5825-3.9050

-0-

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

BUTTER : CHEESE

10/22/12 10,973 117,523
10/01/12 10,968 119,894
CHANGE 5 : -2,371

% CHANGE 0 : -2
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EAST

SPOT SHIPMENTS OF GRADE A MILK INTO OR OUT OF FLORIDA & SOUTHEASTERN STATES

THIS WEEK LAST WEEK LAST YEAR

IN OUT IN ouT IN ouT

FLORIDA 117 0 111 0 130 0
SOUTHEAST STATES 0 0 15 0 0 0

The typical seasonal increases in milk production have been stymied
by herd reductions in the Northeast and Mid-Atlantic regions as
producers struggle with feed supplies and financial concerns. Milk
volumes are adequate to meet fluid demand with manufacturing
milk supplies remaining fairly tight. Pasture conditions in both
regions are declining seasonally as limited daylight and cooler
temperatures restrict regrowth.  Milk production in Florida is
showing signs of increasing in some areas as cooler, dryer weather
is covering much of the state and improving cow comfort levels.
Class | demand remains good, but not as strong as the last couple of
weeks. A number of industry contacts have indicated they feel this
year’s flush will be sub-par compared to previous years. The
limited milk production increases and good Class | demand
prompted 117 spot loads to be imported this week. The milk
production in the Southeast region has increased to the point where
no spot loads of imported milk were required this week. This is the
first week since late August, 8 weeks ago, that import loads were not
needed to cover bottling demand. Manufacturing milk supplies
remain tight with most manufacturers being held to their contract
minimums. Load rejections due to high aflatoxin levels increased
this week. According to NASS, the percentage of butterfat in the off
farm milk supplies is above year ago levels and contributing to the
readily available cream supply. Demand for cream is increasing as
production of cream cheese, whipping cream, dips, sour cream,
bottled cream and butter are increasing along the seasonal trend.
Spot cream sales are below contract levels as cream multiples
marginally declined this week and ranged from 120-130.
Condensed skim milk supplies are also more readily available this
week, but continue to be fairly tight. Balancing plants have
adequate supplies to cover their fluid contracts, but Class IV
production continues to be limited. Premiums paid in previous
weeks for spot loads of condensed skim are all but gone as supplies
have improved.  According to NASS, milk production for
September 2012 in the 23 reported states totaled 14.7 billion pounds,
down 0.5% from September 2011. Milk production increased in 3 of
the 5 listed states in the Eastern region. Eastern region production
increased 0.3% over the same month last year to 2,390 million
pounds. The 5 states showed the following percentage changes in
milk production from September 2011 to September 2012 and total
milk production this September: Florida, +3.2%, 160 million
pounds; New York, +2.3%, 1,061 million pounds; Pennsylvania, -
2.7%, 831 million pounds; Vermont, +1.5%, 206 million pounds;
and Virginia, -2.2% at 132 million pounds. The Eastern region saw
cow numbers decline 3,000 head (-0.2%) less compared to the same
period last year. Individual state cow numbers compared to
September 2011 and cows remaining as of this September are:
Florida, 3,000 increase, 122,000 remaining; New York, unchanged,
610,000 remaining; Pennsylvania, 4,000 decrease, 533,000
remaining; Vermont, 1,000 decrease, 133,000 remaining; and
Virginia, 1,000 decrease, 95,000 remaining.

FLUID CREAM AND CONDENSED SKIM PRICES IN TANKLOT QUANTITIES

SPOT PRICES OF CLASS Il CREAM, DOLLARS PER LB. BUTTERFAT:
F.O.B. producing plants: Northeast - 2.2656-2.4544
F.O.B. producing plants: Upper Midwest - 2.2656-2.3789

PRICES OF CONDENSED SKIM, DOLLARS PER LB. SOLIDS,
F.0.B. PRODUCING PLANTS:
Northeast - Class Il - includes monthly formula prices -
Northeast - Class 11 - spot prices -

1.41-1.47
1.52 - 1.57

MIDWEST

Farm milk solid components are steady to somewhat higher in the
Central region, according to various milk handlers. This is boosting
cheese yields throughout the region. A few cheese manufacturers
indicate, though, demand for cheese is volatile. Some plants are
dealing with numerous order changes throughout the week. A few
plant managers noted they have decreased production days in the
week to accommaodate recent changes in orders, especially linked to
Italian type cheeses. Cream spot loads are readily available this
week. Manufacturers indicate it is late in the season for ice cream
interest and a little too early for strong production of holiday items.
Cream multiples are mostly unchanged for the week. Churning is
active at many locations. Milk handlers indicate spot load sales are
steady to slightly more active for the week. Intraregional sales
dominate sales activity, with spot prices ranging from $1.00 - $1.50
over market. A few operations are offering numerous spot loads of
milk per week for an extended duration. Some milk handlers note
this is an earlier and larger than usual spot milk availability than
seasonal offers that generally occur around holidays to
accommodate long weekends. Some milk handlers report a few
loads of farm milk were disposed of this week due to the presence of
aflatoxin. Handlers indicate aflatoxin contamination will remain a
concern as dairy producers in drought stricken areas feed out corn/
silage that may have been affected by Aspergillus fungi. Some
Central states are requiring screening or testing of all milk being
processed. September 2012 milk production was unchanged or
increased compared to September 2011 in seven of the ten Central
region states included in the NASS 23 Selected States Milk
Production report.  Central region monthly milk production
increases ranged from 0.4% in Indiana to 4.3% in Kansas. On a
regional basis, Central September 2012 milk production showed a
6.5% increase over one year ago. Regional cow numbers grew by
18,000 animals compared to one year ago. Michigan and Wisconsin
each gained 7,000 dairy cows, compared to one year ago.

WEST

Milk production trends are basically flat in CALIFORNIA.
Temperatures have moderated and conditions are conducive for
limited herd stress, but wet conditions are being watched to see if
they could affect output. Early snowfall is being seen as a positive
for future water supplies. The most recent milk report continues to
reveal what people know - that total output remains below a year
ago level. The trend is proving hard to reverse as producers work
with current milk prices against the high input costs. Indications are
that fat and protein levels in the milk are increasing. Processors are
able to handle the current milk supplies with limited issues noted.
ARIZONA milk output continues to move higher and build on a
week-to-week basis as weather conditions are more conducive to

CONTINUED ON PAGE 4A
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milk cows in the milk producing areas of the state. Higher milk
prices are working through to the farm level and producers are
seeing improving returns. Cost of production remains high and
challenging in the current environment. Processing plants are
having limited issues at the current intake levels. Retail milk orders
are good and thought to be indicative of feature activity for fluid
milk. Western CREAM prices are steady to lower and the market
tone is generally weaker than in recent weeks. The downturn in the
butter market price late last week created a slow cream marketing
weekend with butter producers getting some low cream multiples
and overages during the weekend. The trade is not taking much
additional cream volumes into higher class items as of yet.
Expectations are for increased production ahead of the holidays, yet
the slow upstart should change soon. Butter production is active
ahead of holiday needs. The CME Group, Grade AA butter price
closed at $1.8900 on Wednesday, October 24, up 1.5 cents from a
week ago. Cream multiples are steady to lower and range from 115
to 125 range, and vary depending on basing points and averages.
Weather conditions in the PACIFIC NORTHWEST are conducive
to increased cow comfort and milk production is beginning to show
some incre