
In a year when global butter prices remain stubbornly 
north of $3/lb. for 80% fat equivalent, U.S. butter 
markets might have been expected to ride the same 

high tide. Instead, U.S. prices have drifted back toward the 
five-year average. Why? The answer lies not in collapsing 

demand or an avalanche of supply 
but in a quiet revolution inside 
every hundredweight of milk—
more butterfat and protein.
        Through the first quarter 
of 2025, the average butterfat 
content in U.S. milk deliveries 
in Federal Milk Marketing 
Orders was 4.38 lbs. in every 
hundredweight of milk—up from 
4.28 lbs. last year. That’s a 2.3% 
year-over-year increase. The 
average protein level was up, too, 
by 1.7%. These were not small, 
one-off gains. They were structural 
changes that are fundamentally 
rewriting the U.S. dairy production 
playbook.
        These changes have 
resulted in more dairy products 
being made from essentially 
the same volume of milk. Every 
hundredweight of milk, which 
yielded almost 5.34 lbs. of butter 
last year, now produces closer 
to 5.46 lbs. Scale that across 
the entire U.S. milk supply, and 
suddenly there’s a surge of cream, 
butter, cheese, and whey flowing 
into the market. It’s no surprise 
then that U.S. dairy product output 

is rising and the much-feared shortfall of milk for new plant 
expansions hasn’t materialized. Instead, milk itself is doing 
part of the heavy lifting because the higher solids content 
has effectively been expanding plant throughput without 
the addition of cows.
        Science and selection have driven this quiet but 
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profound shift. Over the past decade, U.S. dairy producers 
have relentlessly pursued advances in genetics, 
genomics, nutrition, and cow comfort. But producers today 
will tell you that this is only the starting line. Over the next 
five years, the gains will be even faster. Producers are 
deploying artificial intelligence—the other AI—to optimize 

Butterfat Redefines Dairy’s Future  

Ken’s Corner

        Stakeholders in the U.S. 
dairy industry have worked 
diligently for decades to expand 
export markets as producers 
added cows to obtain economies 
of scale. While the race to get 
larger has abated, producers—
through adopting the newest 

technologies—continue to increase the components 
in milk, expanding the volume of dairy products that 
can be made without growing the national herd.
        At the same time this efficiency takes hold, 
export markets are more uncertain. While the Trump 
administration’s tariffs have yet to take a significant 
toll on U.S. milk and dairy product prices, the taxes 
are still in their infancy, and no one, probably not 
even the president, knows how long the measures 
will be in place. Sales, at least into the Canadian and 
Chinese markets, could decline.
        Profit levels on U.S. dairy farms are forecast 
to remain high enough for the foreseeable future to 
maintain or grow the milk supply. This will continue 
to generate an ever-increasing volume of dairy 
products, a large share of which will need to be 
moved through the global market if the industry is to 
thrive. Relationships in existing export markets must 
continue to be nourished and new markets opened 
through expedient negotiations. MCT



			     MCT Forecast		  		
	 Block*	 Barrel*	 Class III	 Butter*	 Class IV	 Whey**	 NFDM**
Apr	 1.7200	 1.7425	 17.44	 2.3200	 17.89	 0.5000	 1.1850
May	 1.6675	 1.6500	 16.65	 2.2875	 17.68	 0.4925	 1.1775
Jun	 1.6100	 1.5900	 15.45	 2.3600	 18.19	 0.4775	 1.2000
Jul	 1.6775	 1.6625	 16.17	 2.4575	 18.28	 0.4875	 1.1875
Aug	 1.7125	 1.7050	 16.13	 2.4650	 17.80	 0.4625	 1.2000
Sep	 1.7350	 1.7050	 16.24	 2.6500	 18.03    0.4400	 1.1975	
* CME prices. 		
**NASS prices.
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Markets Quiet After Tariffs 
Following a volatile “Liberation Day” and the massive 
swing in U.S. trade policy, dairy markets vacillated 
in April but wound up close to where they began the 

month. Butter markets retreated to the $2.20s as 
March stocks built to 324 million pounds, up 4% year 
over year. Rising butterfat levels in milk have continued 

to propel cream availability 
and butter production. After 
racing above $1.80/lb., cheese 
prices retreated to the low $1.70s, 
higher than where they began the 
month. While worries abound over 
a potential demand slowdown, 
exports have kept markets 
balanced. Nonfat dry milk pushed 
higher as currency adjustments 
made U.S. powder competitive in 
global markets. MCT

 
... math quickly changes with both AIs
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nutrition, movement, and production patterns one cow 
at a time. More granular data allows dairy producers 
to adjust diets, predict illness, and fine-tune breeding 
strategies in ways that were unthinkable just a few 
years ago.
         At the same time, today’s high beef prices offer 
another opportunity for dairies. With crossbreeding 
programs and strategic culling, producers can 
select the highest-producing, most reproductively 
efficient cows for their milking herds, while less 
productive animals head to the beef market. Artificial 
insemination—the original AI—accelerates this 
process, allowing farms to create a future generation 
of cows bred specifically for higher butterfat, protein, 
and efficiency.
        When both AIs are combined, the math changes 
quickly. A Journal of Dairy Science article once 
suggested that U.S. Holsteins could eventually 
reach an annual production level of 50,000 lbs.—
nearly double today’s national average. When rising 
component levels are factored in, the calculus on 
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how many cows will be needed to satisfy growing plant 
capacity looks very different than it once did. While 
meeting this growing demand for milk would once have 
required the sheer addition of cows, now it is being met 
primarily with more efficient cows producing more milk 
with richer solids.
         Milk production growth by volume alone 
is quickly becoming a secondary story. The real 
headline is what’s referred to as energy-corrected 
milk—milk that delivers more protein and butterfat per 
pound—and that story is just getting started. MCT 


