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Dairy product prices.  The January CME butter price was $2.7203/lb. a record high for the month of 

January.  Compared to a year ago, the butter price is more than double.  After reaching $2.93/lb. during 

the middle of the month, butter closed at $2.50/lb. on February 4.  Dairy Market News reports food 

service sales are softening and retail sales are slowing.  In addition, cream multiples are lower, cream is 

available, and the spread between the domestic and world price is shrinking, all signs of a weakening 

price.  However, low production and inventories and above average exports should keep the butter price 

well above a year ago.  January saw block and barrel cheese prices mixed.  CME block cheddar started 

the New Year around $2.00/lb., but closed at $1.90/lb. on February 4.   On the other hand barrel cheddar 

started at $1.8650/lb. and closed at $1.8950/lb. on February 4.  Cheese plants continue to struggle with 

supply chain and labor issues which can lead to more movement in CME daily prices.  Turning to dry 

products, the January Dairy Products Sales Report (DPSR) price for nonfat dry milk powder (NDM) is 

$1.6488/lb., the highest NDM price since 2014 when the price was over $2.00/lb.  Strong exports are the 

main driver behind higher NDM prices.  Plus, 2021 ended with the NDM inventory 15% below a year 

earlier.  A higher NDM price, relative to cheese, will eventually move milk from cheese to powder.  If 

exports continue strong, there is more potential upward movement in the NDM price until production 

expands.  The January DPSR dry whey price was a record high $0.7087/lb., surpassing the previous 

record of $0.6890/lb. in July 2014.   Dry whey production in 2021 was almost 3% lower than 2020.  More 

whey was shifted from dry whey to higher value whey products such as whey protein concentrate.   

  

Milk production.  2021 milk production was 226.3 billion lbs. up 1.4% from 2020.  During the first 

quarter of 2021 production increased 1.1%, was up a strong 3.7% during the second quarter (remember 

comparing to the pandemic shutdown).  Production eased during the third quarter, only up 0.9% and then 

declined 0.1% in the fourth quarter.  Dairy cow inventory at the end of December was 9.375 million head 

which is 67,000 head below a year earlier.  Milk per cow in 2021 was 0.7% higher than 2021, about one-

half the historical increase.  Of the 24 monthly milk reporting states, sixteen states increased or showed 

no change in 2021 production compared to 2020.  South Dakota led the increase +15.6% followed by 

Texas +5.0%.  California was +1.6% and Wisconsin +3.2%.   Florida led the decliners -5.1% followed by 

Washington -4.6%.  In the ten Southeast States, 2021 production fell to 8.2 billion lbs., 3.0% lower than 

2020.   In the past four years, Southeast production has declined over 1 billion lbs.  Only two states, 

Georgia and North Carolina, produced more milk in 2021 than 2020. 

 

Southeast States Milk Production 2019-2021 

 

State 

 

2019 

 

2020 

 

2021 

 

2021 vs. 2020 

Percent of 

Total 

 (million lbs.) (%) (%) 

Florida 2,346 2,289 2,172 -5.1 26.5 

Georgia 1,771 1,772 1,799 1.5 21.9 

Virginia 1,490 1,522 1,474 -3.2 18.0 

North Carolina 902 895 917 2.5 11.2 

Kentucky 942 938 907 -3.3 11.1 

Tennessee 551 542 508 -6.3 6.2 

South Carolina 206 189 160 -15.3 1.9 

Louisiana 135 134 125 -6.7 1.5 

Mississippi 126 131 106 -19.1 1.3 

Alabama 60 45 39 -13.3 0.5 

TOTAL 8,529 8,457 8,207 -3.0  



USDA’s most recent projection has 2022 milk production only 0.6% higher than 2021.  Higher costs to 

produce milk and crops will temper expansion.  This along with improving cull cow prices will send more 

dairy cows to slaughter.  In addition, USDA’s January cattle inventory report shows the number of dairy 

cows expected to calve in 2022 is 79,700 fewer head than in 2021.  And, there are 157,900 less total dairy 

replacements than a year ago.  In other words, the cows are not here currently, to significantly expand 

milk production, even if costs were more favorable.    

 

Class I sales.  The average daily number of loads of Class I producer milk dropped to 529 loads in the 

Southeast during 2021.  As shown below, this is 21 loads less than 2020.   In the past ten years, Class I 

sales have declined more than 120 loads per day. 

 

SOUTHEAST CLASS I PRODUCER MILK - AVERAGE TANKER LOADS* per DAY 

Order 2000 2010 2015 2019 2020 2021 

Appalachian 240 229 214 207 217 207 

Florida 139 139 128 116 114 111 

Southeast 269 259 214 190 179 171 

Va. Milk Commission 49 46 44 40 41 39*** 

Total** 697 674 602 553 550 529 

*49,500 lbs. per load   **Totals may not add due to rounding.  ***Estimate 

 

Class I Mover.  In 2020, the Class III price was much higher than the Class IV price for several months.  

Now in 2022, the reverse is happening, Class IV is much higher than Class III.  The January Class IV 

price was $23.09/cwt. versus Class III at $20.28/cwt.  Two things happen when there is a wide price 

spread between III and IV:  1) The Class I Mover is lower compared to the previous “higher of” formula.  

For February, the Mover is $0.51/cwt. lower. 2) Less milk of the higher milk price class (III or IV) is 

pooled on federal orders.  This results in not all dairy farmers sharing in the additional dollars generated 

by the higher milk class. 

 

Blend prices.  As shown below, January blend prices are projected significantly higher than December, 

and the highest blend prices since 2014.  Blend prices are projected higher yet in February and March, 

before declining in April.  Again, my projections are lower than other forecasters and current futures 

markets indicate.  As stated earlier, I do not see much increase in milk production in the coming months.  

The main challenge I see impacting milk prices is demand.  Higher prices will lead to buyer resistance.  

On-going transportation and labor issues will challenge keeping the dairy case fully stocked, and export 

levels are unpredictable and can be impacted by geopolitical issues.  Thus, the reason for my caution. 

 

PROJECTED* BLEND PRICES – Base Zones – SOUTHEASTERN FEDERAL ORDERS 

Month Appalachian Florida Southeast 

 ($/cwt. at 3.5% butterfat – base zone) 

November 2021 $21.13 $22.93 $21.22 

December $22.08 $23.97 $22.28 

January 2022 $23.85 $25.38 $23.83 

February $24.47 $26.35 $24.44 

March  $24.64 $26.72 $24.43 

April $24.59 $26.46 $24.36 

*Projections in bold 

 

 
Calvin Covington, ccovington5@cs.com, 352-266-7576 
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