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CheesePrices Update

Wholesaé cheeg prices atthe Chicag Mercantile
Exchange (CME) dropped sharply dwithe first part of
January 1999. Chgrices for 40-pound block Chedda
cheese tradmat the CME bega the nev year & an all-
time record high of $1.90 ppound. By January 20, 1999
trading price had dropped to $1%2per pound.

Cash cheesmarket tradig sessions werpreviously
held once per week at the National Cheese Exchai
(NCE) ard beginning Mg 1, 1997 at the CME. Since
September 1, 1998ash cheese markets operdaily at
the CME. The 40-poutblock Cheddar cash cheese pricE
dive of $0.65 per pound over a 3-week period in Janug
1999 has never occurred before in cash market tradif
The previos 3-week record decrease sva October 1996
when prices félfrom $1.6950 to $1.3%/at the NCE.
Prices subsequegtended 196 at $1.1875a cumulative
drop of $0.508 over an 11-week period.

National Dairy BoardAppointments
Secretary of Agriculture Dan Glickman has announcg
theappantment of eightincunbenisand bur new menbers
to theNational Dairy Promotinand Research Board he
board administera coordinated progna of promotion,
research, and nutrition education funded by the mandat
15-cent pe hundredweight processor assessment.
Allappointees will serve 3-year terms beginning Janu
26. Jane M. Gillette of Turin, NY, has been reappoin
to serve region 12. Paul R. Kirsch of Varysburg, NY, alj
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December 199 8 Pool Highlights

— The December 1®uniform price equald $17.45
the fourh consecutive recdrhigh. This wa an
increase of $0.67 from last month and $3.50 hi
than las year.

- Class | and Il prices were $3.21 above last ye
Class Ill was $4.05 higher. Even though

eCIass llI-A price was higher than last year’s,
combination of the highest volume and lowest p
since April reduced thblend price by $0.14.

— Producer mk receipts totaled 978 million pounds

ry a decreasof 1.9 percent fron last year.

g Clasd usage totaled 42Dmillion poundsa decreas

“of 1.2 percent fron last year.

— Daily deliveries per produc€DDP) equaled,341)
pounds, a year-to-yeancreag of 235 pounds (7.
percent) This wasthe larges DDP increase thi§
year:

qher
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-
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dOrderNo. 2 Pricesand Ut ilization for December

represents region 12. His term expires in December 20f]
The board is composed of 36 dairy farmers representing
regions of the contiguous United States

Administ rative Assessmen tDecreases

Effective January 1, 1999, the rate of assessment for
expense of administratoof the order shalbe 3.0 cents
per hundredweighof pool milk.

Each handler pays the administrative assessment a
pro rabshare dthe expensof administratio of the New
York—New Jersey milk marketing order. The assessme
is levied on the total quangibf pool milk and other source
milk pursuanto Section 1002.85fdhe order.

Percent
1997 1998 change
Prices* dollars per cwt
Ory Uniform 13.95 17.45 25.1
Class | 15.25 18.46 21.0
y Class I 13.13 16.34 24.4
Class I 13.35 17.40 30.3
H Class llI-A 12.52 13.54 8.1
éJ.tiIization million pounds
13 Class | 425.8 420.7 1.2)
Class I 147.1 134.1 (8.9)
Class I 391.9 389.8 (0.5)
Class IlI-A 33.6 35.0 4.3
he Producer Receipts 998.4 979.6 (1.9)

*

For bulk milk testing 3.5 percent butterfat in the
201-210 mile zone.

its

U.P.Forecaste dto Decrease

nt The uniform priceforecast for January 1999 is
$16.% per hundredweight of bkilmilk testing 3.5

This change is a 0.25 cent decrease from the 3.25

ercent butterfain the 201-210 md zone. Thsis an
timate’

assessment effective during 1998.
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Rec_o_rd-high prices marked the last 4 ”?O”ths O.f 1998 5rderNo. 2 Pool Statistics, Annual 1997-98
that finished with an annual average uniform price pf
$14.73 per hundredweight. This was $0.32 higher than the 1997-98
last record-setting price, the 1996 average. Total producenal statistic 1997 1998 Change
milk receipts finished 1.1 percent above 1997, not gs million pounds percent
strong as originally forecasted. Lower productionClass I 4,714.5 4,844.7 2.8
throughout the nation resulted in less cheese productjd#ass II 1,877.6 1,781.8 (5.1)
and butter shortages that helped bolster prices through|tkéass Il 4,834.6 4,972.6 2.9
second half of 1998. The accompanying table shows @ass IlI-A 345.6 305.7 (11.5)
comparison of receipts, utilization, and prices for Ordpf otal Receipts 11,772.3  11,904.8 11
No. 2 for the 1997-98 period. pounds
DDP Growth Remains Strong DDP 3,131 3,314 5.8
' Annual averagedaily deliveries per producer (DDP) utilization percentage change
increased 183 pounds (5.8 percent) from 1997. Mostfqf .o | 400 407 0.7
the gain is attributable to the change in farm structyrg, <5 | 15.9 15.0 (0.9)
within the order. The average number of producdrgass i1 411 418 0.7
declined by 455 (4.4 percent) from last year. With artjass 111-A 2.9 26 (0.3)
increase in milk receipts of 1.1 percent and an overgll dollars/cwt bercent
decline in producers, those producers remaining hevg
increased their production by adding cows and improvi 1%lass ! 14.19 15.96 125

) ) lass 11 12.07 13.84 14.7
milk production per cow. Class Ill 12.05 1421 179
Changesin Class Utilization o | class 111-A 12.36 14.86 20.2

Milk used for Class | purposes (fluid d'rlnk.mg milk)} niform 12.76 14.73 15.4
grew 2.8 percent in 1998 increasing utilization by 0

percentage points. Class Il usage declined 5.1 percemé highest on record. Disappointing milk production in
utilization dropped 0.9 percentage points. Milk used many of the major milk-producing states, coupled with low
Class Ill increased 2.9 percent, up 0.7 percentage poiotseese inventories, drove milk prices up mid-year and kept
Class IlI-A usage dropped 11.5 percent, down OtBem suspended throughout the end of 1998.
percentage points. Low milk production resulted in decreased supplies of
Prices SetRecords butterfat. This, combined with lower inventories of butter

The Order No. 2 uniform price averaged $14.73 parrecent years, resulted in record-high butter prices. The
hundredweight, up $1.97 (15.4 percent) from last ye&utterfat differential reflected the high butter prices and set
The last 4 months finished with consecutive record-settitg own record (see related article in this issue of the
highs. Both Class Il and IlI-A annual average prices weBailletin).”

CCC SupportPrice Announced
The USDA announced that the support price for mi
with an annual average milkfat content of 3.67 percent w

Dairy Product Prices—CCC Purchase and Market

N

CCC purchase price

IIF-Lroduct Previous _Current* _Market**
be $9.90 per hundredweight during 1999. This is|a dollars per pound
reduction of $0.15 per hundredweight from the previoyisiFDm 1.0280 10100  1.0590
support level and is required by the 1996 Farm Bill. spray extra grade

In order to carry out the new support level, USDA  nonfortified, 25-kg bags
will decrease the price it pays for nonfat dry milk byCheese
1.8 cents per pound to $1.0100 and decrease the priceB'og‘rgdheedAdiro " 11150 11000 1.6275
for block Cheddar and barrel cheese by 1.5 cents per . -, ’ 10850  1.0700 15160
pound to $1.1000 and $1.0700 per pound, respectivgly.  gxira grade, 500-Ib
The purchase price for butter will remain at $0.6500 PeL tter 0.6500  0.6500 1.4300

pound.
The accompanying table shows the previous and curr
year support prices. For comparison purposes, the req

Grade A, 25-kg blocks
Nt Effective January 1, 1999.
efitNFDM: western states low/medium heat, midpoint, 1/14/99.
S Cheese: Chicago Merc. Exch., weekly averages, 1/15/99.

(January 15, 1999) wholesale market prices for thgse

Butter: Chicago Merc. Exch., weekly average, 1/15/99.

commodities are provided.
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1998 Butterfat Tests Lower than Average; Differential Higher

Marketwide average butterfat tests for producers poolpdrcent pricing standard, reached record levels in 1998 as
under Order No. 2 during 1998 were generally lower tharholesale market butter prices reached record highs. The
an average of Order No. 2 butterfat tests for the previausnthly butterfat differentials for June, July, August, and
10 years. The accompanying chart presents montllgptember set consecutive all-time record highs. The
Order No. 2 marketwide average butterfat tests for 19@&8tober differential, slightly below the September
together with an average of marketwide butterfat tests ftifferential, was the second highest differential ever.
the prior 10 years (solid lines on chart). In additioBecause of the record-high differentials during the summer
butterfat differentials for 1998 along with an average ahd fall, average butterfat differentials in 1998 were nearly
monthly butterfat differentials for the past 10 years ateice the level of average differentials during the previous
presented (dashed lines on chart). 10 years.
Butterfat TestAverage Lower Near-Record ButterfatPayments

Marketwide average butterfat tests for Order No. 2 Even though many producers had lower butterfat tests,
during 1998 were lower than the previous 10-ye#nose withtestsabove 3.5 percentreceived some substantial
average for every month except June and Novembgremiums due to the record-high differentials in 1998 that
Tests during 1998 averaged 0.018840 percentage poateraged $0.192 per hundredweight. Total butterfat
below the 10-year average, with a range of 0.009555 ab@ayments paid to producers pooled under Order No. 2 in
in November to 0.048989 below in September. TH®98 totaled nearly $30.4 million, up 43.8 percent from
April, May, and September 1998 tests were the lowest tdatst year. This was the second largest annual payment for
for those respective months for the years 1988 througitterfat under the Order. During 1989, $31.4 million was
1998. paid to producers for butterfat values exceeding 3.5
Butterfat Differential Averages Higher percent. The average differential in 1989 was only $0.147

The butterfat differential, which is used to adjust producper hundredweight, but higher tests and more pooled milk
pay prices for butterfat content above or below the Ibntributed to the record butterfat payment.

Butterfat Tests and Differentials: 1998 and Previous 10-Year Average
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Determination of Uniform Price of $17.45 for December 1998
Per hundredweight of milk testing 3.5 percent butterfat received in bulk from farms in the 201-210 mile zone

TOTAL VALUE OF POOLED MILK Value at Trans- Contribution
Milk Per- Minimum minimum portation Total per cwt
Class pounds cent price price differential value of receipts
dollars
I-A 405,522,334 41.4 18.46 74,859,422.89  139,315.31 74,998,738.20 7.657
I-B 15,133,077 15 18.46 2,793,566.00 (1,837.03) 2,791,728.97 0.285
il 134,077,029 13.7 16.34 21,908,186.59 14,454.68 21,922,641.27 2.238
11 389,825,240 39.8 17.40 67,829,591.75 34,539.36 67,864,131.11 6.927
I1-A 35,012,351 3.6 13.54 4,740.672.32 5.224.65 4,745.896.97 0.485
Reported receipts 979,570,031 100.0 172,131,439.55 191,696.97  172,323,136.52 17.592
Adjustments: Product pounds Dollars*
Sec. .60(d)(1)l1l 236,511 30,226.11
Total Sec. .60(d)(1) 236,511 236,511 30,226.11 30,226.11 0.003
Sec. .60(d)(6) | 4,590,152 117,575.59
Sec. .60(d)(6) Il 7,385,388 (41,358.19)
Total Sec. .60(d)(2) thru (6) 11,975,540 76,217.40 76,217.40 0.008
Total adjustments 12,212,051 106,443.51
Total pool milk classified 979,806,542
Handlers must pay 106,443.51 172,131,439.55 191,696.97 172,429,580.03 ** 17.603
COMPUTATION OF UNIFORM PRICE Dollars per cwt
Milk pounds Dollars of receipts
Total value of pooled milk 172,429,580.03 17.603
Less: Cooperative payments 632,606,136 253,042.45 0.026
Reserve 795,008.85 0.081
Transportation credit 979,570,031 1,469,355.05 (2,517.406.35) 0.150 (0.257)
Value of pooled milk less subtractions 169,912,173.68 17.346
Add: Freight adjustment to 201-210 mile zone 136,508.62 0.014
Unreserved cash in producer settlement fund 886.288.11 1,022,796.73 0.090 0.104
Uniform Price 979,570,031 170,934,970.41 17.450

* Includes transportation and other applicable differentials.
** |n addition handlers must pay $3,117,134.88 for butterfat in excess of 3.5 percent.
Note: The average butterfat test of milk delivered was 3.741072 percent. The butterfat differential was $.132 for each one-tenth of one percent of butterfat.

Comparative Price and Other Descriptive Statistics

DECEMBER 1997 NOVEMBER 1998 DECEMBER 1998

Order No. 2

Handlers (with producer milk) 36 31 31

Bulk Tank Units 97 92 93

Producers 10,369 9,536 9,458

Daily Deliveries Per Producer (pounds) 3,106 3,205 3,341
Price Factors, Monthly Averages (dollars)

Basic Formula Price, 3.5% butterfat, per cwt 13.29 16.84 17.34

Cheddar Cheese, 40-Ib blocks, per Ib, NASS 1.4163 1.8317 1.8707

Butter, Grade A, per |b# 1.1697 1.6547 1.3231

Nonfat dry milk, Central States, per Ib 1.0740 1.1250 1.1490
Uniform Prices (dollars per cwt, 3.5% butterfat)

Order No. 1, Zone 1 (Boston) 14.78 17.39 17.90

Order No. 2, 1-10 mile Zone* (New York City) 14.82 17.65 18.32

Order No. 4, Philadelphia¥ 14.47 17.17 17.41
Class | Utilization Percentage

Order No. 1 48.7 47.7 46.4

Order No. 2 425 44.3 429

Order No. 4 46.4 45.8 436

# CME through May 1998; Grade A equivalent price effective June 26, 1998.
* Includes 15-cent transportation credit.
1 Includes 6-cent direct-delivery differential.

The U. S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis ofaracgtimmal origin, gender, religion, age, disability,
political beliefs, sexual orientation, and marital or family status. (Not all prohibited bases apply to all programsswhitardisabilities who require alternative means for communication
of program information (Braille, large print, audiotape, etc.) should contact USDA’'s TARGET Center at 202/ 720-2600 (vidid)arikb file a complaint of discrimination, write
USDA, Director, Office of Civil Rights, Room 326W, Jamie L. Whitten Building, 14th and Independence Avenue, SW., WashiGgt?d250-9410 or call 202/ 720-5964 (voice
or TDD). USDA is an Equal Opportunity provider and employer.



