MCT

March 31, 2025

£ MCTCOMPASS

Could Tanfls Hel

March, a move that had been anticipated for weeks.

The real surprise, according to many in the industry,
wasn't that prices declined but that they managed to hold
up for so long. Afterall, sluggish foodservice demand has
echoed last year’s trends. Inflationary pressures and
broader economic uncertainty
have continued to weigh on
consumers and restaurants
alike, muting sales growth. Yet,
while demand at foodservice has
been stumbling, retail sales have
quietly helped keep dairy demand
afloat. IRI data showed that 2025
year-over-year retail sales of
natural cheese rose 2.6% through
February, reflecting steady
household consumption despite
higher prices.

However, exports have been
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. U.S. cheese exports in January
uncertainty  topped 100 million pounds,

. marking the strongest start to
/lcwg camfmued any year on record. Moreover,
record-high January exports
occurred when trade tensions
were flaring and conventional
wisdom would suggest that such a
tense trading environment would
hinder exports. Instead, a paradox
appears to be playing out; U.S.
tariffs and retaliatory threats could
be helping dairy exports, at least
in the short term.

Global buyers looking to get
ahead of potential tariff changes
have been driving much of the recent momentum. With the
Trump administration recalibrating existing trade policies,
several international partners have sped up purchases
to either avoid looming cost increases or to capitalize on
favorable U.S. prices while they last. While the window
of opportunity could be short, U.S. suppliers have been
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reaping the benefits, nonetheless.

In contrast, Europe’s retaliatory response to U.S.
tariffs on steel and aluminum has complicated matters
for its agriculture sector. In March, the European Union
announced it would move forward with 25% tariffs on U.S.
corn and soybeans—an action that’s set to take effect
next month following a temporary delay. These crops may

Continued on page 2
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by Ken Meyers
President, MCT Dairies Inc.

This year is shaping up to
be unprecedented. The United
States is on better terms with
Mexico than Canada, one of
our most trusted allies. Adding
to this year’s intrigue is that
after the Trump administration
levied tariffs on some imports
from Mexico, the country did not retaliate with duties
on U.S. dairy products. In the last trade dispute,
Mexico quickly responded with tariffs on cheese. The
Mexican market remains open, preserving what has
long been one of the most important destinations for
U.S. dairy. Canada, on the other hand, did respond
with 25% duties on most U.S. dairy products after
announced tariffs on some Canadian goods.

The United States and China are also
enmeshed in a trade war. China countered U.S.
measures with 15% tariffs on most U.S. dairy
products. China’s year-over-year imports of U.S. skim
milk powder (SMP) plunged 60% in January, and
in February, China’s U.S. SMP imports fell to zero,
according to data from Trade Data Monitor. The last
time China did not import any U.S. SMP was in May
2019, near the end of the last trade war between the
two countries.

While the current trade battles have yet to play
out, the U.S. dairy industry needs to do everything it
can to ensure products keep flowing to Mexico. MCT




U.S. cheese markets could be forming a bottom.
After a short stint in the $1.50s, CME spot block

Bottom Forming on Cheese

cheese prices have traded consistently in the $1.60s.

Spot barrel prices have traded in the $1.50s and
$1.60s over the same period.
Still, cheese futures forecast a
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... feed costs shifting
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not dominate U.S. exports to Europe, but last year, the
United States shipped 5.6 million metric tons (MMT)
of soybeans and 1.9 MMT of corn to EU markets. The
impact of these tariffs will be most felt by Europe’s
livestock industries, particularly beef and dairy, where
concentrated feed is a major input cost.

Despite relatively strong EU milk prices, feed
costs have eroded margins on dairy farms, which are
already feeling financial pressure. Some European
farms are pulling back on feed purchases and that has
started to slow milk production. If the trend continues,
global milk supplies could remain in balance even if
the United States expands milk production. U.S. output
was up 0.4% year to date through February, a modest
increase that could gain momentum.

In theory, European dairy producers could
turn to alternative suppliers, such as Ukraine and
South America, for corn and soybeans to buffer cost
increases. Apparently, that potential shift is already
influencing U.S. grain markets, with corn futures for
September 2025 hovering near $4.50/bu., a level
not seen in five years. Soybean meal futures for the
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same month are near $300/ton, well below the five-year
average of $366/ton. For U.S. dairy producers, the result
is cheaper feed, which could help offset lower milk prices
and support profitability at home.

According to current projections using the Dairy
Margin Coverage (DMC) formula and assuming $225/
ton alfalfa, U.S. margins this year are forecast to
average near $9.90/cwt., about $2/cwt. below last year’s
lofty levels but still high by historical standards. These
margins are likely strong enough to spur additional
production later this year.

Price competitiveness is also working in America’s
favor. While global butter prices in Europe and New
Zealand are nearing $3.30/Ib. (for 80% butterfat), U.S.
prices are close to $2.30/Ib. Even with a 25% tariff, U.S.
butter prices would sell for roughly $2.88/Ib., still cheaper
than competing suppliers. Likewise, with tariffs, U.S.
cheese is priced near $2.03/Ib., compared to roughly
$2.20 globally. Thus, even amid trade uncertainty, today’s
price dynamics make U.S. dairy products appealing.

Today’s mix of tariffs, price advantages, and feed
costs has created opportunity for U.S. dairy. Already,
2025 is shaping up to be a strong year for dairy exports,
fueled ironically by the very trade tensions that might, in a
different time, have spawned powerful headwinds. MCT
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