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MPC FRIDAY MARKET UPDATE

CHICAGO CHEDDAR CHEESE CHICAGO AA BUTTER NON-FAT DRY MILK
Blocks +$.1775 $1.8275 WEEKLY CHANGE - $.0675 $1.4475 WEEK ENDING 08/22/20
Barrels +$.1000 $1.4300 WEEKLY AVERAGE -$.0300 $1.4900 | NAT'L PLANTS $0.9694 23,393,551
WEEKLY AVERAGE CHEDDAR CHEESE DRY WHEY

PRIOR WEEK ENDING 08/15/20

Blocks +$.0985 $1.8250 DAIRY MARKET NEws W/E 08/28/20  $.3400 NATL PLANTS $0.9612 109,338,169

Barrels +$.0485 $1.4145 NATIONAL PLANTS w/E 08/22/20  $.3283

CALIFORNIA FEDERAL MILK MARKETING ORDER PRICE PROJECTIONS

PRICE CLASS | ACTUAL Crassl Crass I CLASS IV
PROJECTIONS (RANGE BASED ON LOCATION) PROJECTED PROJECTED PROJECTED
AUG 28 EsT $21.38 - $21.88 $13.34 $19.76 $12.73
LAST WEEK $21.38 - $21.88 $13.52 $19.60 $12.85

Milk, dairy and grain market commentary
By Sarina Sharp, Daily Dairy Report
Sarina@DailuDairyR

Milk & Dairy Markets
There is only one Butter Stocks
thing you can count on
in the dairy markets these days: volatility. 350
Class III futures were sharply higher to
start the week, with limit-up settlements in

«» 300
most 2020 Class III and cheese contracts 2
on Tuesday. Steep losses at mid-week and ] 250
a Friday rebound added up to net gains <
across the board. September Class III 2 200
settled at $15.69 per cwt, much lower than S
the euphoric values promised in June and 150
July, but up 56¢ from last Friday. October
Class III fared best, adding $1.31 this week 100

to reach $17.64, its highest weekly close
since July. Most deferred contracts closed
20¢ to 30¢ higher than last Friday. Nearby 2020 ====2019 ==—=2018
Class IV futures remain in the doldrums.
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September Class IV lost 30¢ and
slumped to $12.96. Deferred Class IV
futures move a little higher this week,
but they remain well below dairy
producers’ cost of production, at around
$14 or $15 per cwt.

- Spot butter continues to melt down. It
closed today at $1.4475 per pound, 6.75¢

lower than last Friday. Demand is
uninspiring, and stocks are heavy. There
were 373 million pounds of butter in
cold storage on July 31, 13% more than
a year ago and the highest July total
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since the early 90’s. Butter stocks

A S OND typically tighten from June to July, but

2018

this year they grew by more than 10
million pounds, the largest July increase

in four decades.

The cheese market bulls have been struggling to recover from a taxing three-month run and a month of
demoralizing collapse. But President Trump gave the bulls a shot in the rump Monday evening, when
he announced that USDA would spend another $1 billion on the Farmers to Families Food Box
program. While some look back at this summer’s meteoric rally with fondness, and others with dismay,
every dairy trader is acutely aware of the impact that government spending can have on the cheese
market. A buying spree ensued. Cheddar blocks rallied an impressive 17.75¢ to $1.8275. Barrels added

a dime and reached $1.43.

After an initial burst of speed, the bulls have slowed their gait. Details on how USDA will spend the
latest $1 billion are lacking, but it’s likely to resemble Round 2, which allocated a smaller share of federal

funds to dairy than Round 1. And

the environment is decidedly less
friendly to cheese than it was a
few months ago. With school
milk sales off to a slow start, spot
milk is moving at a discount to
cheesemakers in the Upper
Midwest. There is likely not a
huge lineup of cheese cargoes
destined for export. Restaurants
are not rushing to restock their
shelves. Processors tell USDA’s
Dairy Market News that barrels
supplies are growing and demand
is light. On the other hand, cheese
is well south of $2, at values that
may look attractive to end users
who have not forgotten the speed
at which blocks sprinted to $3
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Cheese is plentiful, but
Global NDM/SMP Values stocks are waning. There
were 1.39 billion pounds of

1.6 cheese in cold storage at the
1.5 end of July. That's 2.4%
1.4 greater than the prior year
T 1.3 but more than 23 million
312 pounds — or 1.6% — lighter
211 than on June 30. Cheese
g8 1 inventories typically grow in
0.9 f\/\\ -,«/ I“ May, June, and July, but this
08 I~_I year they declined in each of
0.7 those months as stocks
0.6 moved out of processors’

hands and onto end users’
books. Still, it seems unlikely
that cheese consumption was
sharply higher than normal
this year, which suggests that
there will be plenty of cheese
to last through what may be a disappointing season for football and holiday entertaining.
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CME spot dry whey gained a half-cent this week and closed at 34¢. Other indications of domestic prices
are steady at best. Domestic demand is steady, and export prospects are good. The weaker dollar is
helping to keep U.S. whey competitive abroad, and China is looking to buy. USDA’s livestock analyst in
China expects a 56% increase in piglet feed consumption this year, as China’s hog industry modernizes
and recovers from African swine fever. Many of these large, up-to-date facilities include whey in piglet
rations, and they’re sourcing more from abroad. Chinese dry whey imports reached a record-high 140
million pounds in July, up 64% from a year ago. The U.S. sent more whey to China in July than in any
month since the trade war began two years ago.

Global milk powder prices are on the rise, and U.S. product is increasingly competitive. This week, CME
spot nonfat dry milk (NDM) climbed 2.25¢ to $1.02, well below the European and Oceanian
benchmarks for skim milk powder (SMP), which range from $1.20 to $1.40. China imported more SMP
in July than during any other July on record. However, China’s year-to-date SMP imports are still 10.5%
below year-ago levels. The U.S. ranks well behind New Zealand and Australia in competition for China’s
SMP market, but it made a strong showing in both June and July. Chinese whole milk powder imports
fell 11.3% short of year-ago volumes, dragging year-to-date imports slightly below 2019, after adjusting
for Leap Day.

Heat continues to stifle milk yields in parts of the West, but temperatures have faded from the extreme
highs. Milder weather is on the way in the Midwest, and milk output continues to recover from the
summer low. Slaughter volumes are light, and the dairy herd is likely growing. There will be plenty of
milk this fall.

Grain Markets

The grain markets took off this week. December corn settled at $3.5925 per bushel, up 18.75¢ for last
Friday. November soybeans closed at $9.505, up 45.75¢ to a seven-month high. Across the Corn Belt,
fields are drying out, and yield potential is fading. The United States Drought Monitor shows nearly the



whole state of Iowa in drought, with severely dry | Map released: August 27, 2020
conditions in the central and western portions of
the nation’s most important corn state. There
are rains in the forecast over the next two weeks,
but farmers in the driest areas — in Nebraska,
Iowa, and northern Illinois — will likely see
much less rain than they’d like. On the whole,
the national corn and soybean crops will still be
large, but projections are moving lower.
Meanwhile, China is rapidly buying U.S. crops. |ensity and impacts |~
Given China’s growing feed needs and a wide | comom

margin between Chinese and U.S. prices, these m oz
sales are expected to continue apace. -

Producer Review Board recommends a Hearing
By Geoff Vanden Heuvel, Director of Regulatory and Economic Affairs

In a virtual meeting held Thursday August 27, all 15 members of the Producer Review
Board (PRB) gathered online to go through an agenda covering a number of topics.
What follows in this article is a more detailed review of yesterday s PRB meeting
compared to others I have done in the past because this is a pivotal moment in the life of the California
dairy industry. While the PRB meeting was on Zoom and accessible by anyone, the most participants I
saw was 79. So, a lot of folks who are impacted by this issue were not able to witness the meeting. Here’s
my best effort to accurately communicate what happened.

Before getting into the agenda there was a question of the California Department of Food and
Agriculture (CDFA) from PRB member Craig Gordon, who asked about the Quota ownership of the
individual PRB members. CDFA attorney Michelle Dias said that the Department was not prepared to
get into the issue of Quota ownership of individual PRB members, but that later in the agenda there
would be a general report on Conflict of Interest rules. This was followed by an enforcement report from
Donald Shippelhoute, the manager of the Quota Implementation Plan (QIP) program. For the most
part, the assessments for the QIP are being collected in full and on time. There is a small amount of
money that is in dispute and CDFA, with assistance from the State Attorney General’s office, is seeking
collection of these funds. Mr. Shippelhoute also reviewed the monthly balances of the QIP fund. Since
the May increase in the assessment to $0.365, the fund has stabilized and now appears to be able to
cover the Quota payments with the assessments collected.

Next came the legal report from the CDFA attorney. Ms. Dias reported on the STOP QIP lawsuit in
which the Superior Court Judge ruled that the Legislature did not intend to require that a hearing be
held to establish the QIP. There was quite a bit of back and forth between PRB member Craig Gordon
and the CDFA attorney regarding CDFA’s position on this issue. CDFA’s lawyer said that CDFA’s
position was outlined in detail in the court briefing papers. The court issued the final order on August
17 and STOP QIP has until October 17 to appeal the decision if they would like.

The CDFA lawyer then reported on the results of the hearing on STOP QIP’s petition to hold a
referendum to suspend Chapter 3.5 of the Food and Agriculture code. The Administrative Hearings
Judge who presided in this case, Judge Timothy Aspinwall, issued his findings on July 24, which found
that the petition itself was legally deficient since it sought to terminate the QIP program through a



voting process in Chapter 3.5 that was not designed to be a termination vehicle. The Judge stated in
his opinion that there was a lot of compelling testimony from all sides on the underlying issue of Quota,
but that none of that testimony was considered in his decision because he found that the petition itself
was legally deficient. Attorney Dias reported that STOP QIP had filed a motion to reconsider the
decision on August 5, CDFA responded on August 11 that there is no opportunity for a Motion to
Reconsider in the CDFA hearing process. On August 14 Secretary Ross signed the recommended
decision and made it her official decision on the STOP QIP chapter 3.5 petition. STOP QIP has 30 days
to seek a judicial review of the Secretary’s decision. Again, there was a significant back and forth
between Mr. Gordon of the PRB and the Department regarding the procedure that led to this outcome.

Next Ms. Dias reviewed Conflict of Interest laws as they pertain to the Producer Review Board. The
Political Reform Act spells out the rules for a board that is essentially made up of stakeholders such as
PRB. There is not a conflict of interest if the benefit of a particular action is not for the specific individual
board member. If the impact or benefits are applicable to everyone then there is no conflict of interest.
Mr. Gordon again raised questions about the potential for conflict of interest by members of the PRB.
He said that he had been in communication with the Fair Political Practices Commission (FPPC) and
had received some information from them. Ms. Dias suggested that anyone can file a complaint with
the FPPC and offered to review the communication Mr. Gordon had with FPPC. She also stated that if
anyone thought they had a conflict of interest, then they should recuse themselves from the discussion
and vote on any issue they thought they had a conflict on.

The next issue was the discussion on the United Dairy Families of California (UDFC) petition for a
referendum on a plan to adjust the Regional Quota Adjusters (RQAs) right away and terminate the QIP
on March 1, 2025. Mr. Gordon informed the PRB that he felt he had a conflict of interest on this issue
and would not be participating in the discussion or any votes. Mr. Shippelhoute presented a table which
showed that adjusting the RQAs statewide to achieve an effective $1.43 quota differential would have
the effect of lowering the QIP assessment by about $0.025 per cwt. [Authors note: At a $1.43
differential, each individual pound of Quota SNF generates $5 per month of Quota revenue. If you count
the months to March 1, 2025, you could calculate the amount of residual value generated by each pound
of Quota SNF should that become the QIP termination date.]

The PRB members then started to ask questions. PRB member Art Van Beek asked if a petition could
address two different issues, in this case, both a change to the RQAs and a termination date. The answer
was yes it can. There was a question about the process of getting to a decision on a referendum. The
answer was that a discussion by the PRB was the first step, and CDFA intended to hold a public hearing
on the petition soon. PRB member Arie De Jong asked about the signatures on the UDFC petition and
if they were notarized. The answer was that notarization of signatures was not required, but the CDFA
staff in reviewing the signatures did compare signatures with those signatures of the same producers
on other documents CDFA had in their possession, such as Quota transfer documents etc. CDFA
officials verified they were satisfied that the signatures on the petition were valid and they had no reason
to believe there was any fraud. PRB member Will Dyt asked about the timeframe for a decision from
the Secretary and it was clarified by the Department that the Secretary had 30 days to respond to any
recommendation from the PRB on an issue involving the QIP. Ms. Dias also indicated that the UDFC
petition was being acknowledged by the CDFA as a Chapter 3.0 petition which requires a hearing. She
reported that CDFA had already lined up Judge Timothy Aspinwall, who presided at the June Chapter
3.5 STOP QIP hearing to preside at a hearing on the UDFC petition. Ms. Dias explained that while the
Judge would be expected to make a recommendation, the Secretary retains full discretion on what
course of action to take. The meeting was opened to public comment and a question was asked by dairy
farmer Richard Wagner whether the termination date in the petition could be changed. The answer was



that the Secretary could consider any testimony on that, but that the petition was specific about the
date.

PRB member Fred Fagundes then made a motion to have the PRB recommend that the Secretary deny
the UDFC petition. Arie De Jong supported the motion. PRB member John Moons expressed his
opinion that with the change to a Federal Milk Marketing Order, producers now see the impact of the
Quota program in their milk checks and that they deserve a chance to be heard on the Quota issue. PRB
member Joey Fernandes said that UDFC had developed their proposal over an extended period of time
with lots of input from the producer community and that denying the petition was not something he
could support. PRB member Chuck Ahlem said that the PRB should recommend moving the petition
forward to a hearing. There was some discussion about trying to amend the motion to deny, but it was
decided to proceed with a vote on the motion to deny. A roll call vote was taken and voting in favor of
the motion to deny the UDFC petition were PRB members Bordessa, De Jong, Fagundes, Van Beek and
Van Steyn. Voting against the motion to deny were PRB members Ahlem, De Groot, Douma, Dyt,
Fernandes, Moons, Nunes, Vander Poel and Van Groningen. Abstaining was PRB member Gordon. The
vote was 5 yes, 9 no and 1 abstain. The motion failed.

Next, a motion was made by PRB member Fernandes to recommend to the Secretary that a hearing on
the petition be held. Will Dyt supported the motion. There was more discussion about what the hearing
would allow for any changes to the proposal. Ms. Dias said that the purpose of the hearing was to have
an unbiased and experienced Judge gather all of the information anyone would want to submit on the
issue and prepare a recommendation based on the information and the law for the Secretary to
consider. Ms. Dias reiterated that the Secretary would consider all the information gathered before
making her decision. There was then a roll call vote on the motion which stated that the PRB considered
the petition valid and recommend a hearing on the petition. Voting in favor of the motion were PRB
members Ahlem, De Groot, Douma, Dyt, Fernandes, Moons, Vander Poel, Van Beek, Van Groningen
and Van Steyn. Voting no were PRB members Bordessa, De Jong, Fagundes and Nunes. Abstaining was
PRB member Gordon. The vote was 10 yes, 4 no and 1 abstain. The motion passed.

The next item on the agenda was Public Comment. There was no public comment, but PRB member
Craig Gordon attempted to bring up his tabled motion from the last PRB meeting that sought to suspend
the QIP assessment for one year. The CDFA attorney said the tabled motion was not on the agenda and
could not be considered. There were no other PRB members who spoke up to bring the issue forward
and there being no other business, Chairman Fred Douma adjourned the meeting.

Coronavirus Food Assistance Program (CFAP) applications due on Sept. 11
Courtesy of the U.S. Department of Agriculture (USDA)

The deadline to apply for the Coronavirus Food Assistance Program (CFAP) is Sept. 11, 2020. This
program provides direct relief to dairy producers who faced price declines due to COVID-19.

Producers have a few options when applying for the CFAP:

e Using the online portal at farmers.gov/cfap
e Completing the application form using the CFAP Application Generator and Payment Calculator

found at farmers.gov/cfap. This Excel workbook allows customers to input information specific
to their operation to determine estimated payments and populate the application form, which
can be printed, then signed and submitted to their local USDA Service Center


https://www.farmers.gov/cfap
https://www.farmers.gov/cfap

e Downloading the AD-3114 application form from farmers.gov/cfap and manually completing
the form to submit to the local USDA Service Center by mail, electronically, or by hand delivery
to an office drop box

Your local USDA Service Center is also offering assistance in completing CFAP applications. For more
information about applying for the CFAP before the Sept. 11 deadline, please visit this link.

CDFA announces public hearing to consider continuation of the
California Milk Advisory Board
Courtesy of the California Department of Food and Agriculture

The California Department of Food and Agriculture (Department) has scheduled a public hearing to
receive comments from the California milk industry and the general public on whether the Marketing
Order for Research, Education and Promotion of Milk and Dairy Products in California (California Milk
Advisory board or CMAB) should be continued. The Department is required to conduct such a hearing
every five years to determine if the CMAB is fulfilling the purposes of the California Marketing Act
(Chapter 1 of Part 2, Division 21 of the Food and Agricultural Code), under which the CMAB was
created. The last public hearing held to consider the continuation of the CMAB was conducted in 2015.

Date and Time:
Wednesday, September 16, 2020 at 10 a.m.

Webinar/Teleconference Info:
Join Zoom Meeting: https://uso2web.zoom.us/j/89081843815
Passcode: 742385
Telephone: 1-669-900-6833
Meeting ID: 890 8184 3815
Passcode: 742385

Read the complete Notice of Public Hearing here, which includes instructions for providing oral or
written testimony and relevant questions to consider for preparing testimony.
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