
Dairy Margin Watch: November

Dairy margins continued to deteriorate over the first half of November, as milk prices declined while feed costs were mixed. Global milk
production is beginning to stabilize, and new cheese plants coming online will allow production to ramp up and stocks to build into next year.
Milk production among the world’s top five exporters increased 0.4% in September from the prior year, indicating a change in trend following a
slight gain in August after 12 consecutive months of deficits relative to the prior year. Additionally, expansion to U.S. cheese processing plants
by the middle of 2025 is expected to increase cheese output by 20 million pounds per day, which assuming steady demand would be sufficient
to lift cheese stocks to prior-year volumes with less than one week’s output. Thus far in 2024, rising demand and steady cheese production have
limited U.S. cheese inventories. Supplies in Cold Storage at the end of September were down 7.3% from 2023, a deficit of 108 million pounds,
with net YTD U.S. cheese exports up 22% from last year while domestic consumption was up just 0.6% from a year ago through September.
USDA released its final decision on updates to the FMMO which will now go to a producer vote. Only small edits were made to the initial
proposal which will update milk composition factors to more accurately reflect current components in modern milk production, remove the
Cheddar barrel price from class pricing formulas, increase make allowances, and revert to the “higher of” Class 3 and Class 4 skim milk price in
the calculation of the Class I Milk price, including special provisions for extended shelf life bottlers and updates to Class I pricing differentials.
Our clients continue to establish coverage in deferred periods with flexible strategies to take advantage of historically strong margins.

4th Qtr '24 2023  2024    Q4 2024:    HIGH $8.03    LOW $1.81    LAST $4.34    10YR PERCENTILE 92.3% 

1st Qtr '25 2024  2025    Q1 2025:    HIGH $4.98    LOW $1.63    LAST $3.89    10YR PERCENTILE 97.9% 

2nd Qtr '25 2024  2025    Q2 2025:    HIGH $3.94    LOW $2.31    LAST $3.21    10YR PERCENTILE 93.8% 

3rd Qtr '25 2024  2025    Q3 2025:    HIGH $3.99    LOW $3.04    LAST $3.23    10YR PERCENTILE 86.7% 

The Dairy Margin calculation assumes, using a feed price correlation model, that for a typical dairy 62.4 lbs of corn (or equivalent) and 7.34 lbs
of meal (or equivalent) are required to produce 100 lbs of milk (includes dry cows, excludes heifers not yet fresh). Additional assumed costs
include $0.90/cwt for other, non-correlating feeds, $1.65/cwt for corn and meal basis, and $8.00/cwt for non-feed expenses. Milk basis is
$0.00/cwt and non-milk revenue is $1.00/cwt.

The information contained in this publication is taken from sources believed to be reliable, but is not guaranteed by Commodity & Ingredient Hedging, LLC, nor
any affiliates, as to accuracy or completeness, and is intended for purposes of information and education only. Nothing therein should be considered as a
solicitation to trade commodities or a trade recommendation by Commodity & Ingredient Hedging, LLC. All references to market conditions are current as of the
date of the presentation. Futures and options trading involves the risk of loss. Past performance is not indicative of future results. Please visit
www.cihmarginwatch.com to subscribe to the CIH Margin Watch report.

Commodity & Ingredient Hedging, LLC
120 South La Salle St, Suite 2200 Chicago, IL 60603 1.866.299.9333
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https://www.cihmarginwatch.com/

