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Executive Summary 

Drivers for the dairy industry include increasing inputs, strong production and exports. 

• Drought conditions across much of the U.S. has caused increased input costs – primarily hay and corn.  

• Higher than expected cow inventory and surging milk production led to more milk on the market.  

• Weakness in the dollar and declines in U.S. dairy prices will keep exports active. 

 

Northwest Farm Credit’s 12-month dairy outlook anticipates slightly 

profitable returns. Increased feed costs will compress producer 

profitability. Risk management strategies will be increasingly important 

as government assistance reserves from 2020 dry up.

 

Northwest Situation 

Producers in the Northwest are well positioned following profitable conditions in 2020. Concerns over new labor 

laws in Washington have eased as producers have found ways to make payroll changes and manage overtime for 

workers.  

Northwest dairy producers tend to fair well in a rising feed cost environment. A large portion of feed is grown on 

farms in the Northwest and most producers have already established contracts. However, drought is providing 

headwinds to on farm production. Extremely dry conditions across much of the United States has pushed corn and 

hay prices up as producers look to source feed in a competitive environment. This makes additional feed harder to 

source this year. Additionally, some producers are looking to capitalize on high grain prices and have switched to 

producing grain corn over silage for the year, further limiting non-captive local supply of corn silage. 

Northwest Production 

May milk production in the Northwest increased by 1.6% with Idaho leading the way. As a whole, the Northwest 

added and additional 9,000 head. The number of milk cows on farms in the United States is 9.51 million,152,000 

more than in May 2020.

 

12-Month Profitability Outlook 
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National Situation 

Milk production for 2021 increased from last month with higher expected cow numbers. Price forecasts for butter, 

nonfat dry milk (NDM) and whey also increased from the previous month on recent price strength and stronger 

anticipated demand. The cheese price forecast decreased from last month on relatively large stocks and current 

prices. The lower forecast cheese price results in a lower Class III price, but the higher NDM and butter prices 

support result in a higher Class IV price. The all milk price forecast is lowered to $18.85 per cwt for 2021. 

The 2022 milk production forecast is raised from last month as higher forecast cow numbers for 2021 carry into 

2022. Import forecasts are unchanged. The fat basis export forecast is unchanged, but the skim-solids export 

forecast is increased on expected strength in whey exports. For 2022, butter, NDM and whey price forecasts are 

raised from the previous month, while the cheese price is unchanged. Thus, Class III and Class IV price forecasts are 

raised from last month.  

U.S. dairy products continued to spill across the border in April, sopping up abundant milk production and 

preventing excess inventory accumulation. A tremendous 547.7 million pounds of U.S. dairy products, valued at 

$681.3 million, were exported in April, setting a new record for the month and boasting a 26.5% increase compared 

to April of 2020 when uncertainty gripped the market in the early days of the pandemic. April’s robust numbers 

came on the back of March’s strong performance and indicate that U.S. dairy products have been holding a 

competitive edge in global markets. Cumulatively, U.S. dairy exports for the first four months of 2021 were 14.9% 

higher than the same period in 2020, after accounting for leap day. 

Cheese exports set a new record in April with 89.1 million pounds moving offshore. The previous record set in June 

of last year was shattered by 4.4 million pounds. Year-over-year cheese exports to Mexico in April rose 46.2%, 

exceeding 21 million pounds for the second consecutive month. Exports of nonfat dry milk (NDM) in April also 

impressed. Although they retreated modestly from March’s record-setting figure, NDM exports increased 15.5% 

year over year and set a new record for April at 173.1 million pounds. 

With milk production surging in the United States, exports have been key in clearing the market of excess product. 

Continued weakness in the dollar and recent declines in U.S. dairy commodity prices should keep U.S. products 

attractive and exports moving over the next few months. 

  

  Milk Cows (head) Milk per Cow** Change from 2020 Trend 

Idaho +10,000 +25 lbs. 2.7% 
 

Washington -2000 -5 lbs. -0.9% 
 

Oregon +1000 No change 0.9% 
 

Northwest Total +9,000 +14lbs 1.6%  

24 States Total +152,000 63 lbs. 4.9% 
 

Milk Cows and Production: May 2021 Compared to May 2020* 

Source: USDA NASS, Milk Production. March 2021. *Leap year adjusted. **Weighted average by head count. 

http://usda.mannlib.cornell.edu/MannUsda/viewDocumentInfo.do?documentID=1103
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International Situation 

The U.S. remains competitive with the EU and Australia/New Zealand in export markets. However, the price of 

butter in New Zealand and Australia has decreased 7% in the last two weeks. This will narrow the price spread 

making U.S. butter exports less competitive in the coming months.  

International Dairy Product Prices ($/Metric Ton) 

 

 

 

 

 

Source: European milk market observatory. June 13, 2021. 

Milk production in Australia in 2021 is forecast for a further increase to 9.2 million metric tons (MMT) on the back 

of a dramatic turnaround in 2020, resulting from drought-breaking rains and an excellent pasture and crop growing 

season in eastern Australia. These rains have improved pasture conditions as well as increased hay and silage 

reserves that were previously short. Milk production conditions continue to be favorable in 2021, including 

strengthening milk prices. At a mere 1%, the year-to-year increase in milk production from 2020 is smaller than 

previously estimated as some dairy producers continue to exit the industry and some dairy farms shift to beef 

production due to high prices in that sector. FAS/Canberra has revised downward the USDA official forecast of 9.4 

MMT for 2021, down to 9.2 MMT. The positive attributes for dairy farmers in 2021 outlined above would typically 

be expected to support the previously forecast production increase to 9.4 MMT, however a combination of 

previously unexpected factors has crept in to influence the forecast.  

These influences are: 

• Increased dairy farm property prices. 

• Labor shortages caused by the ongoing Australian border closure due to COVID-19. 

• High beef cattle prices. 

Additional milk production in Australia will add to global supplies providing headwinds to gains in export markets.  

Additional Information 

Northwest FCS Business Management Center 
www.northwestfcs.com/Resources/Industry-Insights 

AgDairy 
www.agdairy.com 

CME Group 
www.cmegroup.com 

Milk Producers Council 
www.milkproducerscouncil.org 

Commodity EU Australia/New 
Zealand 

U.S. 

Butter $5,002 $4,725 $3,931 

Skim Milk Powder $3,146 $3,513 $2,859 

Whole Milk 
Powder 

$3,908 $4,075 $3,996 

Cheddar $3,796 $4,363 $3,264  

http://www.northwestfcs.com/Resources/Industry-Insights
http://www.agdairy.com/
http://www.cmegroup.com/
http://www.milkproducerscouncil.org/
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Hoard’s Dairyman 
https://hoards.com/ 

Daily Dairy Report 
www.dailydairyreport.com  

Progressive Dairy 
www.progressivedairy.com  

Learn More 

For more information or to share your thoughts and opinions, contact the Business Management Center at 

866.552.9193 or bmc@northwestfcs.com.  

To receive email notifications about Northwest and global agricultural and economic perspectives, trends, 

programs, events, webinars and articles, visit www.northwestfcs.com/subscribe or contact the Business 

Management Center. 

https://hoards.com/
http://www.dailydairyreport.com/
http://www.progressivedairy.com/
mailto:bmc@northwestfcs.com
https://www.northwestfcs.com/Resources/Subscribe

