
Dairy markets were off to a bumpy start in January, 
after relatively strong retail and export demand 
in 2024. Last year—a year marked by massive 

supply disruptions caused by highly pathogenic avian 
influenza (HPAI)—has given way to a new reality of added 
cheese plant capacity, potential tariffs, and uncertain 

demand. Futures markets 
remain upbeat about 2025’s 
prospects, but several issues 
could challenge or bolster dairy 
markets. While the path dairy 
prices will take is uncertain, 
traders seem to be weighing pros 
and cons of each possibility.
        By all accounts, U.S. dairy 
had a remarkable year last year. 
Strong retail sales and slack 
supply sent milk and dairy product 
prices higher without curbing 
demand—a noteworthy feat. 
According to Circana, unit sales 
in the dairy case increased 2.8% 
for the 52 weeks ending Dec. 
29, 2024, despite year-over-year 
retail prices that were 5-10% 
higher in the last six months of the 
year. Butter, cheese, and cultured 
products all bettered the previous 
year’s sales in both volume and 
value. 
        As high-protein diets 
become mainstream, consumers 
can’t seem to get enough of 
the macronutrient. Dairy offers 
complete proteins that pack a 
punch for consumers looking 
to increase their daily intake. 

Bottled milk sales showed one of the most significant 
improvements of all products last year. In November, unit 
sales increased 0.5%, and year-to-date 2024 milk sales 
were up 0.6%, the first increase since the pandemic. 
Consumers appear to have stepped back from plant-
based alternative beverages and instead are gravitating 
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toward high-protein and lactose-free milks. Volume sales 
of cottage cheese and yogurt in 2024 increased 12.6% 
and 5.6%, respectively. Social media is abuzz with recipes 
that call for the use of high-protein milks, cottage cheese, 
and yogurts, and that is lifting demand for dairy products. 
        Increases in retail dairy sales last year were key to 

Strong 2024 Leads to Uncertainty

Ken’s Corner

        Producers and processors 
will need to monitor a number 
of market issues hovering over 
dairy markets. The potential 
impacts from these could 
provide both opportunities 
and threats to operations. In 
the first few days of the new 
administration, President Donald 

Trump said he intended to implement 25% tariffs on 
all products from Mexico and Canada beginning Feb. 
1. Similar actions by Trump in 2018 caused Mexico to 
retaliate with 25% tariffs on U.S. cheese. 
        In late January, Mexico and the EU-27 said they 
would ratify a free trade agreement negotiated and 
tabled in 2018. Under the agreement, EU cheese 
exported to Mexico could receive reduced tariffs, and 
that, too, could have a huge impact on U.S. cheese 
exports to Mexico. 	
        With new U.S. cheese capacity expected this 
year, possible tariffs and pending ratification of the 
EU-Mexico trade agreement sent shock waves 
through CME spot cheese and futures markets. Block 
cheese prices peaked at $1.94/lb. on Jan. 6, then 
dropped to $1.775 on Jan. 22, losing 8.5% of their 
value, before rebounding to $1.93 on Jan. 29. While 
that may or may not be indicative of what’s to come 
in 2025, several black swans are now circling the 
dairy markets. MCT



			     MCT Forecast		  		
	 Block*	 Barrel*	 Class III	 Butter*	 Class IV	 Whey**	 NFDM**
Jan	 1.8650	 1.8450	 20.01	 2.5600	 20.67	 0.7225	 1.3900
Feb	 1.7725	 1.7550	 19.17	 2.5400	 20.40	 0.7300	 1.3675
Mar	 1.7375	 1.7075	 18.69	 2.5825	 20.41	 0.7125	 1.3475
Apr	 1.6950	 1.7175	 18.46	 2.6350	 20.48	 0.7000	 1.3325
May	 1.6400	 1.7600	 18.38	 2.6625	 20.52	 0.6900	 1.3225
Jun	 1.6325	 1.7350	 16.45	 2.7000	 19.92    0.6300	 1.3250	
* CME prices. 		
**NASS prices.
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Volatility Kicks Off  2025 
Volatility reigned over January dairy markets. Most 
dairy product prices have pulled back from their highs 

established earlier in the month. In the final weeks 
of January, whey prices came under tremendous 

pressure despite rising National 
Dairy Products Sales Report 
(NDPSR) prices. U.S. cheese 
and butter prices are carrying 
a discount to their global 
counterparts, but whey and nonfat 
dry milk prices are higher. Traders 
seem to be sorting through all 
the data, but prices that are 
moving up, down, and sideways 
are creating an atmosphere of 
unpredictability. MCT

 
... foodservice struggles
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the overall gain in commercial disappearance. While 
foodservice struggled early in the year as inflation-
weary consumers dined out less often, by the end 
of last year, the cost to eat at home and to dine out 
began to increase at similar rates. The restaurant 
industry is hopeful that improvement late last year 
in same-store sales and foot traffic will bode well for 
future sales. Reports this year suggest that while 
Starbucks’ and McDonald’s sales are on the mend, 
they still have a way to go before they match year-
earlier levels. 
        Following December’s Milk Production and Cold 
Storage reports, market adjustments became more 
apparent. USDA revised California’s November 2024 
milk output from a 9.3% year-over-year decline to a 
7.95% drop. The state’s production improved again 
in December, with output down 6.76% vs. 2023. 
Anecdotal reports suggest that California production 
continues to improve, with most expecting year-over-
year gaps to narrow significantly by the end of March. 
While California’s losses have been momentous, milk 
production gains in cheese-producing states such 

as Idaho, Texas, Kansas, South Dakota, and Michigan 
have been equally noteworthy. Combined, these states 
nearly offset losses from western states, implying that 
U.S. milk production could leapfrog ahead of last year 
as the Golden State recovers. 
        The Cold Storage report caused a new wave of 
volatility. It confirmed a build in butter stocks in 2024 
as steeply discounted cream resulted in heavier churn 
rates. December carryout stocks of 222 million pounds 
of butter were the highest since 2020. With that news, 
CME butter futures erased the gains they had made 
from mid-December and have continued to trend lower. 
While December 2024 cheese stocks were 6% less 
than the prior year, new capacity and the possibility of 
retaliatory tariffs could negatively impact U.S. cheese 
exports later this year. 
        Calendar-year transitions are always challenging, 
and 2025 is no exception. While the dairy industry 
had a spectacular 2024 for retail and export sales, 
foodservice was sluggish, especially for cheese. With 
Federal Milk Marketing Order changes rolling out in 
June and trade policy up in the air, CME options and 
current price volatility suggest uncertainty regarding 
2025 price direction—a sentiment most analysts share 
as the first month of 2025 comes to an end. MCT 


