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International Dairy Foods Association
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IDFA represents dairy manufacturing, processing and
marketing companies and their suppliers, with a
membership of 550 companies representing 85% of all
dairy products produced in the U.S.
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IDFA members employ over 120,000 people —

in 1,109 manufacturing plants nationwide @6\7
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Total U.S. milk production has seen a 35-year &
upward trend after decades of no growth @6’3
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The percentage of farm milk used in fluid
milk products has declined for over 30 years
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Percentage of farm milk: decades of cheese growth Eﬁ%
and recent export growth for butter and dry milks @5\7
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In 2009, dairy exports are at nearly 2007 R%
levels while imports are the lowest since 2002 QC—:“Q
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What would US look like today if we had
supply/growth management for 30 years?
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Total Milk Production in U.S. and Canada Rgﬂ
1960-2008 e
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U.S. and Canadian Total Per Capita Dairy
Consumption Index (1981=100)

Per-Capita Dairy Consumption Index
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Canadian Dairy Industry Today
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A Farm milk production lower today than pre-supply mgt

A Higher prices, yet a lower total production in 2007
compared to 1970 levels (-500 million pounds)

A Lower consumption and no potential new markets

A Domestic per capita decline (-5.2% between 1981 and
2008)

A Total value of exports down 2.8% between 2006 and
2008, to only $254.3 million

A Industry consolidation

A Three Canadian multi-nationals control 85% of the
total market
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Canadian Dairy Industry Today
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A Milk quota cost in many provinces tops $27,000/cow

A Where does a new 60-cow dairy come up with
$1.6 million to buy quota?

A Canadian companies looking for market growth and
exports must invest in the US

A Saputo, Agropour in recent years
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What is important for the future of the US EE.—E
dairy industry? =

)y

A Should farm safety net policy focus on price?

A 2008 was a good example of high milk prices but
also very high input costs

A Maybe the real issue is margin, not price

A Do Federal and State Orders help?

N

A Highest price for the product category suffering the
most - fluid milk products

N

A Marketing and investment decision based on
regulations, not customer needs
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Price volatility is actually higher for other
agricultural commodities than for dairy

COMMODITY MARKET VOLATILITY
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Managing dairy price volatility choice 1 =

A Manage volatility on a macro- or market-wide level
A Production quotas/supply management
A Trade barriers
A Regulated pricing schemes

Goal is to limit price movement for all market
participants

A Examples
A Dairy in Canada
A Sugar in the United States
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What is the goal of choice 1?
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A Equal outcomes for all

A Relies on centralized decision making (USDA?
Congress? Selected industry representatives?)

A Rules, and those who set the rules, determine
where milk moves and what products are made

A Reduced risk, but reduced rewards

2010 Southern Dairy Conference Slide 16



=

£
C

—

Managing dairy price volatility choice 2 =

A Manage volatility on a micro or individual level
A Forward contracts
A Futures and options contracts

Goal is to limit the impact of price movement on a
firm-by-firm or farm-by-farm basis

A Examples
A Most agricultural commodities in the US

A Energy products worldwide
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What is the goal of choice 2?

)y

A Equal opportunity for all market participants

A Permits, indeed requires, that individual firms and
farms decide where and what to market when

Presumes that the industry is best served by the
Individual decisions of all market participants

A Market needs determine where milk moves and
what products are made

A Higher risks, but higher rewards
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IDFA member companies are committed to REE
facilitating the growth of the US dalry industry -t C\J

I~-’ranklin Foods

Ga. @lmlkeﬂ

Foremost OARTORI

FARMS-USA

2010 Southern Dairy Conference Slide 19


http://www.driftwooddairy.com/
http://www.aedairy.com/index.cfm
http://images.google.com/imgres?imgurl=http://walkmn.alsa.org/images/content/pagebuilder/206674.jpg&imgrefurl=http://walkmn.alsa.org/site/PageServer?pagename=WLK_MN_2009Sponsorships&usg=__N3JACLt-WeY1I-F-UgbqytJKnso=&h=230&w=363&sz=27&hl=en&start=2&um=1&tbnid=eD9EcTu_qdCvIM:&tbnh=77&tbnw=121&prev=/images?q=crystal+farms&hl=en&rls=com.microsoft:en-us&sa=N&um=1
http://www.blissdairy.com/index.htm
http://en.wikipedia.org/wiki/File:Tillamook_county_creamery_association.triddle.jpg
http://profile.ak.fbcdn.net/object3/100/70/n114774283205_8043.jpg
http://www.gallikers.com/
http://www.supercow.com/
http://www.jacksondairyfarm.com/default.htm
http://www.shamrockfarms.net/
http://images.google.com/imgres?imgurl=http://www.urmfoodservice.com/upload_content/Marketing%20Partners/Darigold.gif&imgrefurl=http://www.urmfoodservice.com/content.php?id=225&usg=__27LFdzZeTWmxGB9JQXV7GDB3gvc=&h=249&w=448&sz=59&hl=en&start=1&um=1&tbnid=dFxoOO4yXGuvPM:&tbnh=71&tbnw=127&prev=/images?q=darigold&hl=en&rls=com.microsoft:en-us&sa=N&um=1
http://www.hudsonvilleicecream.com/
http://www.hudsonvilleicecream.com/
http://www.hudsonvilleicecream.com/
http://images.google.com/imgres?imgurl=http://www.snact.org/Business&Industry/logos/UpstateFarms.jpg&imgrefurl=http://www.snact.org/Business&Industry/Business&Industry.html&usg=__DrEPhWPBQIwFFZUAEj3ysAz2tlg=&h=990&w=1218&sz=181&hl=en&start=3&um=1&tbnid=qX2plJOqxydVZM:&tbnh=122&tbnw=150&prev=/images?q=upstate+niagra+coop&hl=en&rls=com.microsoft:en-us&sa=N&um=1
http://images.google.com/imgres?imgurl=http://www.cumberlanddairy.com/images/logo2.jpg&imgrefurl=http://www.cumberlanddairy.com/&usg=__yE62C6FdmJ0nG6gXBhKkTkvJWm0=&h=135&w=548&sz=13&hl=en&start=3&um=1&tbnid=Ch6EySVSuAcSgM:&tbnh=33&tbnw=133&prev=/images?q=cumberland+dairy&hl=en&rls=com.microsoft:en-us&sa=N&um=1
http://images.google.com/imgres?imgurl=http://orlandotouchatruck.com/userfiles//TG_Lee_1.gif&imgrefurl=http://orlandotouchatruck.com/Companies.html&usg=__SnoGktsGAyB3C8S2jT_NNExIHeI=&h=223&w=382&sz=14&hl=en&start=1&um=1&tbnid=GEMQ9dH4hbBd_M:&tbnh=72&tbnw=123&prev=/images?q=t.g.+lee&hl=en&rls=com.microsoft:en-us&sa=N&um=1

