Dairy Margin Watch: June @ CIH

Apart from the spot Q3 period, dairy margins strengthened over the second half of June as a sharp drop in projected feed costs more than offset
lower milk prices. USDA’s Milk Production report estimated U.S. milk output in May totaled 19.88 billion pounds, up 0.6% from last year while
also adjusting April’'s output 0.1% higher than the previous estimate as a surge in production in the central states continues to drive higher
output. South Dakota’s production was up 6.2% from last year while lowa increased 2.6%, Minnesota by 2.5% and Michigan up 2.1%. USDA
estimated the milking cow inventory at 9.43 million head which was unchanged from April but 13,000 head higher than a year ago. The larger
milk inventories are likewise increasing both cheese and butter output and inventories. USDA reported butter stocks jumped 35.2 million pounds
between April and May, marking the largest May stocks build since 1990. U.S. May butter inventories of 366.69 million pounds were also up
14% from last year. Total cheese inventories of 1.49 billion pounds were down 1.5% from last year but otherwise the highest May figure on
record. American cheese stocks of 852.5 million pounds were down 0.6% from last year but still high by historical standards and both cheese
and whey prices came under significant pressure this past week at the CME, hitting multi-year lows. Meanwhile, USDA estimated corn acreage
at 94.096 million, up 2.1 million from the March Planting Intentions and well above the range of pre-report estimates. The figure would also be
up 6% from last year and the third highest corn acreage base since 1944. Soybean acreage at 83.5 million was down 5% from last year and 4
million below the March Planting Intentions. Our clients continue to monitor forward opportunities to add new margin coverage.
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The Dairy Margin calculation assumes, using a feed price correlation model, that for a typical dairy 62.4 Ibs of corn (or equivalent) and 7.34 Ibs
of meal (or equivalent) are required to produce 100 Ibs 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.
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