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Alan Levitt, in his “Daily Dairy Report,” said, “Commercial American cheese
stocks at the end of 2005 climbed to 517.3 million lbs.—the second highest level
ever for the end of the year, according to USDA’s ‘Cold Storage’ report released
this afternoon.

However, the average monthly “Cold Storage” numbers for 2005 were only
up 1.57% over 2004. And 2004’s numbers only rose 3.23% above 2003’s data.
As cheese demands grows, inventories must rise generally.

“Big boys” using inventory data to justify price drop???

One thing for sure:  the cheese business in concentrated in fewer, larger
hands.  The most recent “Economic Census” data (from 2002) shows that only
500 total establishments manufacture cheese.

Cheese production, and therefore, “Cold Storage” (inventory) data have
also come to be dominated by a few, big players.  What’s unknown:  Can a few of
those big players skew their numbers reported to USDA to their own advantage,
and try to justify the resulting crash in cash Cheddar markets at CME???

Other federal agencies reporting higher dairy demand

How far off is USDA data?  At the same time USDA is reporting lower
dairy sales, we find:
• The Bureau of Economic Analysis reports substantially higher, a 7.9% increase
in “processed dairy product” sales.
• The Census Bureau shows “Retail Sales” for all groceries grew in December
2005 and January 2006.  If grocery sales were trending higher, it is logical to
assume that dairy products did not share that same positive sales trend?
• The Census Bureau data shows inventories dropped for grocery stores and the
inventory/sales ratio went from .81 in November 2005 to .70 in December 2005.
• Finally, the Census Bureau shows “Food services and drinking places” sales for
January 2006 were up 10.2% above January 2005.  Somebody’s having a good time!

USDA’s monthly milk production numbers are suspicious

By a similar token, NASS numbers for U.S. milk production should be
looked at critically, also.  As noted, USDA reports a 3.5%, a 6.1 billion pound
gain for U.S. milk output in 2005.  Did the nation really make that much more
milk?  USDA numbers show an increase of only 3.87% from 2003 production in
2005.

Milk cow numbers don’t add up.  Nearly half of the milk produced last year
came from farms with more than 500 cows. As everyone knows, large dairy
farms need to repeatedly buy replacement cows and heifers.  Prices for springing
heifers over the past year confirm that fact. However, NASS reports MORE cows
in the U.S. milking herd at the end of 2005 than at the end of 2003!

For that statistic to be accurate, some incredible luck would have to oc-
curred with:  getting cows bred, reducing the calving interval (which has been
lengthening for years), improving mortality and last, but not least, higher than
normal heifer numbers.

Increased dairy cow numbers suggest that, in the face of other events, dairy
farmers are retaining poorer-quality animals in the herd.  That fact should trans-
late into lower milk per cow totals.  Not so, says NASS.  USDA reports an in-
crease of 827 pounds of milk per cow in 2005, compared to 2003.  And that gain
occurred during a decrease in the supply of Monsanto’s milk-inducing synthetic

hormone, Posilac.
Thus, skeptics can discount some of USDA’s milk production data, along

with the dairy product and inventory totals.

Are USDA’s numbers just bad, or what?

Some discrepancies between data showing good gains in dairy product sales
and consumption, as opposed to output of cheese, for example, can probably by
the massive use of MPCs in processed dairy products. Of course, if USDA’s ERS
would list MPC imports in its analyses of supply/demand, that would help clarify
the confusing, overall picture.

USDA dairy numbers are rarely, if ever, analyzed in any detail. Their pur-
pose seems to be to spin, for effect, to sustain other agenda.  Undoubtedly, the
big players in dairy have the motivation and opportunity to fudge their reports on
production and inventories.  Doesn’t anyone at USDA ever intellectually try to
put the pieces together in some semblance of order?

Winter of discontent: sub-world market Cheddar prices”

Not that many years ago, the “Free Traders” and their Farm Bureau cousins
would herald the day when U.S. farmers could enjoy, “World markets and world
market prices.”  Trouble is, in the “Free Trade” mania that afflicted so many farm
policy makers and farm leaders, they failed to realize that the arrival of “world
markets and world market prices” would result in a massive influx of dairy prod-
ucts/commodities entering the United States.  And “world prices” for dairy prod-
ucts would inevitably pull down prices for U.S. dairy farmers, nearly to the point
of ruin.

The U.S. is the world dairy market, and, ruinously, the world’s prices are
killers (to domestic dairy farmers).

“High-tier” dairy imports for January 2006, as reported by USDA’s For-
eign Agricultural Service, increased by 17.9% for 2006 vs. January 2005 for
“cheese and other dairy products.” Therein lies the whole story. According to
USDA’s informative weekly publication, “Dairy Market News”, Oceania (world)
price for Cheddar was $1.18-$1.31 per pound.  The CME block Cheddar price on
January 3, 2006 was $1.3675/lb. But by January, 31, 2006, the CME block Ched-
dar price was down to $1.24—at the world market price.

Strangely, the U.S. cheese market prices have tumbled dramatically since
late January 2006. On Friday, March 3, 2006, the CME block Cheddar price had
eroded all the way down to $1.1250/lb.—nearly 12 cents per pound below the
so-called “world market price”.  (Oceania) cited by Dairy Market News.

As U.S. dairy farmers await spring 2006, their farm milk prices will fall
about four dollars per cwt. below spring 2005 prices.  Their milk prices are based
upon CME block Cheddar prices that are more than a dime below world market
prices, as the imports keep pouring into this country.

Of course, U.S. consumers will see little of the declining prices at retail that
dairy processors are paying for milk and dairy commodities/ingredients. What
the big, concentrated processors like Dean Foods and Kraft Foods don’t grab, the
concentrated food retailing sector will maintain as easy profits.  Large food inter-
ests—processors and retailers—seem bent upon driving down prices paid to
American dairy farmer without fear of reprisals.  At these price levels, a lot more
food production capacity will be destroyed in this country than can ever be readily
be replaced.

USDA’s Suspicious Dairy Numbers

Imagine a line of milk tank trucks full of skim milk
that stretches from Los Angeles to Boston, with an “ex-
tra” 86 miles left over.  That’s how long a line of milk
tank trucks would be, if all the Milk Protein Concen-
trates (MPCs) and casein powders imported into the U.S.
last year were listed as skim milk.

Los Angeles to Boston … with 86 more miles on
top!  Hard to miss, right?  Wrong, at least if you’re Jim
Miller, who is the top dairy analyst at USDA’s Economic
Research Service.  Miller does not include MPC or casein
in his annual summary of dairy exports.  Thus, when
USDA reports that dairy imports declined 7.7% in 2005,
that number is hogwash, because it doesn’t include MPCs
and casein.

In 2005, some 44,211 metric tons of MPCs entered the
U.S. (97,438.84 lbs., +28.6% over 2004’s total).

And last year, casein imports totaled 108,200 met-
ric tons (238,472,800 lbs., -2.7% below 2004’s total).

Combined, MPC and casein imports in 2005
equaled 11.6 billion lbs., when converted back to skim
milk.

To make a long calculation shorter, conversion of
these imported dairy protein powders to skim milk cal-
culated MPC’s protein content at 70%, while casein’s

USDA “Missed” 2005 MPC & Casein Imports

protein content was conservatively estimated at 90%.  We’ll use a 70-foot length for a milk tank rig, with
a capacity of 50,000 lbs. of milk.

Crunch all that data in your computer and the result is powdered dairy proteins equal, in terms of
skim milk, to a line of milk tank trucks that would stretch 3101 miles—from Los Angeles to Boston, plus
another 86 miles coming back west.

Hard to imagine how USDA’s ERS dairy “experts” can fail to include that large a volume of dairy
imports year, when enumerating dairy imports.  The Milkweed cites this statistic as the “worst of the
worst” example of failed presentation of relevant dairy data by USDA.  We deserve better.
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