
September’s dairy markets are unfolding like a 
well-scripted drama, filled with uncertainty, price 
fluctuations, and intrigue. As the fourth quarter 

approaches, dairy market participants are scrambling to 
hedge their budgets well into 2025, and the twists and 
turns are sending ripples through the industry. This fall, 

one of the central narratives is 
where cheese, butter, and whey 
prices will land in late December. 
With new cheese plants rumored 
to face delays until early 2025 and 
concerns over a potential Oct. 
1 International Longshoremen’s 
Association (ILA) strike, the stage 
is set for a volatile close to 2024.
        At the end of summer, Class 
III prices surged ahead of Class 
IV, an unusual occurrence since 
Class IV prices had dominated 
since 2021. Between January 
2021 and August 2024, Class 
IV milk prices were higher than 
Class III prices 73% of the time. 
However, futures markets now 
suggest Class III prices will hold 
the lead through the end of the 
year, fueled by soaring Cheddar 
barrel prices and a softening 
butter market. This flip in milk 
price dynamics is significant and 
suggests that the butter and 
cheese markets are driving a 
price divergence that hasn’t been 
seen in years.
        The butter price, a crucial 
player in the equation, dipped 
below $3/lb. in late September 

after climbing above that level in May. European butter 
prices, however, have soared due to tight supplies 
and have surpassed $4/lb. on an 80% butterfat basis. 
European milk production has been lackluster, with 
Bluetongue disease contributing to a reduced milk supply, 
and strong demand for cheese further tightening butter 
stocks. As a result, European butter prices have soared 
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ahead of the holiday baking season.
        In the United States, the narrative is different. 
Domestic butter prices are falling as cream becomes 
more available, and anecdotal reports suggest many 
buyers contracted frozen bulk butter earlier this year, 
fearful of potential cream shortfalls this fall. This has 
made more spot market cream available, and processors 

Fall Drama Takes Several Turns

Ken’s Corner

        The Federal Reserve Board 
surprised markets Sept. 18 with 
a larger-than-expected interest 
rate cut of 50 basis points. The 
move just about guarantees 
the U.S. economy will avoid a 
recession for now, but the total 
benefits of the cut will take time 
to work their way through the 

economy. While the interest rate reduction will have 
an almost immediate impact on borrowing rates, 
consumers will continue to feel the waning effects of 
inflation.  
        Consumer confidence eroded to a three-
month low in September due to a steady rise in 
unemployment, ongoing high prices, and anxiety 
ahead of the presidential election. September’s 
decline in the consumer confidence index, from 105.6 
in August to 98.7, was the largest monthly drop since 
August 2021 and well below analysts’ expectations.
        However, because the survey was conducted 
the day before the Fed announced its first rate cut 
since March 2020, consumer confidence could get a 
boost in the fourth quarter, especially if the Fed cuts 
rates again as expected in November and December. 
Analysts anticipate two 25-basis-point cuts before 
the end of the year, which could find consumers in 
a cheerier mood by this fall’s holiday season. And 
cheerier holidays mean more parties serving snacks 
and entrees steeped in butter and cheese. MCT



			     MCT Forecast		  		
	 Block*	 Barrel*	 Class III	 Butter*	 Class IV	 Whey**	 NFDM**
Sep	 2.2575	 2.4100	 23.75	 3.1150	 22.19	 0.5300	 1.2925
Oct	 2.2250	 2.3150	 23.18	 3.0600	 22.38	 0.5450	 1.3425
Nov	 2.1275	 2.2000	 22.16	 3.1175	 22.84	 0.5425	 1.3675
Dec	 2.0550	 2.0875	 21.21 	 2.8600	 21.81	 0.5525	 1.3750
Jan	 1.9525	 1.9475	 19.99	 2.7350	 20.91	 0.5500	 1.3325
Feb	 1.8650	 1.8425	 19.01	 2.7050	 20.72	    0.5425	 1.3250	
* CME prices. 		
**NASS prices.
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Don’t Overlook NFDM and Whey 
In the final trading days of September, butter declines 
are accelerating, and cheese prices continue to retreat 

from recent highs. While all eyes are on the cheese 
and butter markets, nonfat dry milk (NFDM) and whey 

prices remain elevated. NFDM 
and whey prices lifted throughout 
September as demand improved 
and production slowed. Between 
Aug. 14 and Sept. 24, the 
November 2024 NFDM futures 
contract appreciated 11.4%. 
Whey prices remain elevated 
although there are more reports 
that U.S. exporters could face stiff 
competition in Brazil from EU-27 
exporters moving forward. MCT

 
... barrel cheese surging
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are passing on cream in favor of contracted bulk butter. 
The result has been a product mix shift that could lead 
to additional butterfat entering the market. At current 
prices, U.S. butter is competitive in the global market, 
potentially creating export opportunities to Europe and 
Canada. Softer U.S. prices could also convince retailers 
to promote butter this fall, leading to additional demand.
         While butter prices deflate, the Cheddar barrel 
market is experiencing a surge with blocks in tow. Barrel 
prices set a new high at the end of September, soaring 
to $2.6225/lb. The substantial premium barrels hold over 
blocks is nothing short of remarkable. This price disparity 
is unlikely to subside, as most new cheese production 
capacity consists of 40-pound blocks and 640-pound 
blocks rather than 500-pound barrels. With cheese 
consumption and exports on the rise and limited new 
capacity for processed cheese, tightness in the barrel 
market is expected to persist. This, in turn, could keep 
blocks at a discount to barrels for the foreseeable future.
        Delays in cheese plant start-ups add another layer 
of complexity to the market. Rumors suggest that due to 
construction delays, some plants slated to open this year 

might not be operational until early 2025. Ramping up 
cheese production typically results in greater quantities 
of undergrade cheese, but with cash-settled cheese 
futures above $2/lb. through the end of this year, the 
cost of start-up cheese could be more reasonable next 
year. This suggests that current tightness in the cheese 
market could persist near term.
        The looming threat of an ILA strike on the East 
Coast adds to the uncertainty. If the strike lasts a week, 
the market could recover before the holiday season. 
Still, a prolonged strike would likely have significant 
implications for the U.S. economy, especially in the 
lead-up to the presidential election. Trucking costs are 
already rising, and trade volumes could be impacted as 
companies rush to move goods ahead of the strike.
        Demand for dairy products remains solid 
domestically and internationally. However, looking 
toward 2025, concerns are growing over how long 
consumers will tolerate high prices. According to 
Circana, average dairy case costs were 7.5% higher in 
August than a year earlier. At some point, retailers could 
slow promotions, and consumers could curb purchases, 
leading to what many believe is an inevitable market 
correction. However, the timing of a correction remains 
the cliffhanger in today’s ongoing drama. MCT 


