
Dairy Margin Watch: October

Dairy margins deteriorated over the second half of October as Class III Milk futures sank to new contract lows in nearby expirations following a
surge in price earlier in the month while feed trends were mixed with corn weakening while soybean meal continued its sharp advance. USDA
revised milk production lower for the past several months in their latest monthly report following adjustments to the milking cow herd which
better align now with recent slaughter trends. September Milk Production was estimated at 18.21 billion pounds, down 0.2% from a year ago
with revisions to prior months lowering milk production by at least 0.1% in each of the five previous months. August milk production was revised
to reflect a decline of 0.8% from last year compared to the initial estimate of 0.2% below 2022. USDA revised cow numbers down in July and
August by 11,000 and 14,000 head, respectively, from previous estimates with the September milking herd at 9.37 million head down 6,000 from
August and 36,000 below last year. Through the first eight months of 2023, U.S. dairies sent 121,700 more cows to slaughter than during the
same period in 2022, although the culling pace has slowed recently as feed costs have retreated. September dairy cow slaughter was 20,000
head lower than last year and the lowest September figure since 2014. USDA reported September 30 butter stocks in Cold Storage at 275.4
million pounds, down 16.3 million from August but 3% above last year. Cheese inventories of 1.47 billion pounds were down 23 million from last
month but 0.2% above a year ago and the highest September inventory on record. Our clients continue monitoring targets to extend margin
coverage in deferred marketing periods with flexible strategies that will allow for further margin improvement.

4th Qtr '23 2022 2023    Q4 2023:    HIGH $2.72    LOW $0.20    LAST $0.59    10YR PERCENTILE 9.8% 

1st Qtr '24 2023 2024    Q1 2024:    HIGH $2.09    LOW -$0.09    LAST $1.19    10YR PERCENTILE 47.7% 

2nd Qtr '24 2023 2024    Q2 2024:    HIGH $2.09    LOW -$0.11    LAST $1.73    10YR PERCENTILE 73.9% 

3rd Qtr '24 2023 2024    Q3 2024:    HIGH $2.35    LOW $1.87    LAST $2.07    10YR PERCENTILE 65.9% 

The Dairy Margin calculation assumes, using a feed price correlation model, that for a typical dairy 62.4 lbs of corn (or equivalent) and 7.34 lbs
of meal (or equivalent) are required to produce 100 lbs 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.

Commodity & Ingredient Hedging, LLC
120 South La Salle St, Suite 2200 Chicago, IL 60603 1.866.299.9333
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https://www.cihmarginwatch.com/

