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Who cares about milk prices?

Milk

1 gallon, fat free

Retail: $3.79
_ Farmer: $1.52
October FaceBook post about milk prices National Farmers Union, derived from NASS

“Agricultural Prices” 2021.
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Presentation Notes
Farmer share about 40%
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Milk Marketing & Other Mysteries

Market Side
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The 6-8 of you planning to take part in the Value-Added Dairy session later today, you’ll see two parts of this milk marketing animation.  We’re just going to look at Part 2 for this session, but know that both of these animations are now available on the NCSU Extension YouTube channel.  Part 1 focuses more on the farm side of the check.  

https://youtu.be/jrQjUYegr_A
https://youtu.be/Mp2AXLDxCQ0
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What’s your appetite for dairy?

Milk consumption per capita continues to increase year over year. How
many lbs of milk equivalent do Americans consume per capita, per year?
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Despite COVID interruptions, we increased our consumption in 2020 (yet again!) by 3lbs over 2019.  Most of that additional consumption is credited to ice cream, butter and yoghurt.  Since USDA began tracking dairy consumption in 1975, per capita consumption has grown 22% overall.  

Significant differences in how we consume our dairy, however, which impacts our state and region: today, we eat more dairy than we drink, and we include it in all meals and occasions, as well as for fitness and recovery.  
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Red Line = Rollercoasters!
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A Look Back at 2020

Food Service Closures

USDA Food Box Purchases
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Food service and institutional sales account for about 50% of dairy market.  Not easy for processing to pivot from bulk to retail-ready packaging.  Cheese included in food boxes, which bumped Class III price and contributed to FMMO “norms” being anything but normal.  Class III over Class I
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2021 and Post-Pandemic

Macro-Level Trends, 2021

COVID-19 Ramifications Still Here for 3-5 More Years
> Supply Chain Still Recovering

> Confused Signals in Market

> |nflation

> Labor Shortages

US Milk & Herd Size Up
> 9.48M in national herd (+106K YoY)
> Projected 3% growth in milk! (Avg ~ 1%)

Net Farm Income & Other $ Factors
> Gov't Payments ~40% of 2020 NFI
> Expected to fall for 2021
> Net Cash Farm Income Lower in 2021
> Cash Receipts Up over 2020
> Feed — Eating up more than it’s share!
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Inflation – think fuel/diesel, especially.  Labor an issue, especially for trucking/hauling.

August #s for US Dairy Herd.  Projected 2021 annual production based on historical production, so projected growth.  2019-2020 was 2% growth.  

Govt Payments highest for 2020 since 2001 (41%), with the highest ever in 1983 (65%).  

Net cash farm income lower for dairy in Southeast and some areas.  Higher production expenses (particularly feed and labor) are offsetting increased cash receipts.  
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Take it Home to NC

Potential for Growth!

> Economic Factors Could be
Beneficial to NC Dairy Farmers
> Commercial/Grade A Fluid
Shipping Model
> On-Farm Processing Model

> Growth must be strategic
> Location, Location, Location!
> Mitigation of Seasonal Variance
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Switching gears, but keeping some of those economic factors in mind, NC dairy could be poised for internal growth in short to mid-term.  Less attractive to backhaul milk to SE/NC year-round with diesel prices high and truck drivers few.  Depending on assembly costs, dairies in NC could see opportunity for growth.  

NC Dairy Producer Association commissioned a study on impacts of COVID on milk movement and processing innovation that will wrap up in December.  Funded by GA.  Will report next spring.  

Also an opportunity for farmstead/on-farm processing enterprises, depending on location and market saturation.  Current opportunity supporting growth in that area is the Dairy Business Innovation Initiative Grant, in which NC State Extension a partner with University of TN and KY Dairy Development Council.  First round of producer subawards currently in review.  NC had 50% of applicants for the $3M pool of funds to assist with on-farm processing and/or planning.  
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Snapshot of Dairy in NC

135 ade “A” Dairy Farms ~
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()) On-Farm Processors "=~
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Production per Cow Growth 2%
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NC Dairy Impacts

2020

According to the International Dairy Foods

Association, the total economic impact of dairy $

products produced and sold in NC in 2020 was... 1 2 -258
> $3.5B in wages

> $3B in direct economic impact 80 k

Direct & Indirect Jobs
supported through suppliers
and industry expenditures

> $634.1M federal tax revenues

> 2% of NC GDP
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Didn’t take time to include a slide on exports this year because I focused on the milk marketing and pricing from a FMMO perspective.  Glad to follow up if questions about that.  
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