
For the past year, the dairy industry has been 
navigating the lingering effects of highly pathogenic 
avian influenza (HPAI). While California’s dairy 

sector appears to be on the mend following a severe 
outbreak of the disease, a new variant of the virus was 
recently detected in Nevada, raising concerns about 

whether HPAI could disrupt U.S. 
dairy markets again in 2025. Last 
year, the dominant strain was the 
B3.13 genotype of H5N1, but in 
early February, USDA confirmed 
the presence of the D1.1 
genotype in dairy cows for the 
first time. This strain, which has 
been previously linked to severe 
human infections in Canada and 
Louisiana, has drawn increased 
attention because of its potential 
to spread more easily between 
birds and cattle.
         Health officials, including 
the Centers for Disease Control 
and Prevention, have maintained 
that the overall risk to public 
health remains low. However, the 
presence of D1.1 in dairy herds 
raises the potential for broader 
outbreaks. Unlike the previous 
strain, this variant raises concerns 
about whether geographic 
distance between farms—an 
assumed mitigating factor—will 
be enough to slow transmission. 
States such as Wisconsin, New 
York, and Pennsylvania, which 
have so far avoided documented 
cases, could see increased 
scrutiny as spring migration 
approaches and wild birds move 
north.

        Beyond dairy, the poultry industry continues to 
bear the brunt of the virus. Layer hens—responsible 
for egg production—have been hit the hardest because 
standard HPAI response measures require culling entire 
flocks when an infection is detected. The resulting supply 
constraints have driven egg prices sharply higher, with 
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USDA forecasting another 20% increase in prices this 
year. In response, the Trump administration signaled a 
potential shift in strategy, with USDA considering using 
vaccines to manage outbreaks rather than rely solely on 
culling. Zoetis has received conditional approval for a 
poultry vaccine, and Moderna has been awarded $766 
million to develop a bird flu vaccine for humans.

Bird Flu Vaccines Raise Concerns  

Ken’s Corner

         These are unprecedented 
times for the dairy industry. 
The Trump administration on 
Monday vowed once again to 
implement broad-ranging tariffs 
on imports from U.S. trading 
partners, including Mexico and 
Canada. The current pause 
in tariffs between the three 

countries ends March 4. If the United States revives 
and follows through on the president’s tariff threat, 
dairy will be in the crosshairs of what could become 
an escalating trade war. 
        At the same time, bird flu has been making 
its way through the nation’s dairy herds. As of last 
week, 17 states had reported avian flu in at least one 
dairy herd. California, which was hit hard by HPAI 
beginning last summer, is already showing signs 
of recovery. Reports suggest that milk production 
has returned to near pre-outbreak levels on some 
farms in the Golden State. However, statewide milk 
production has fallen sharply, with November posting 
the most significant year-over-year decline of nearly 
8%. By January, though, the state’s output was down 
5.74%, reflecting steady improvement. 
        If the new strain of HPAI spreads quickly 
through dairies, especially in the key dairy states that 
have yet to be hit hard by the disease, it’s unclear 
whether the inevitable production drop would be 
enough to offset any loss of exports that result from 
an accelerating trade war. MCT



			     MCT Forecast		  		
	 Block*	 Barrel*	 Class III	 Butter*	 Class IV	 Whey**	 NFDM**
Jan	 1.8900	 1.8050	 19.61	 2.4075	 19.67	 0.6775	 1.3475
Feb	 1.7900	 1.7550	 18.50	 2.4075	 18.56	 0.6125	 1.2200
Mar	 1.7550	 1.7150	 17.95	 2.4225	 18.35	 0.5775	 1.1875
Apr	 1.6625	 1.6075	 16.72	 2.4125	 17.69	 0.5350	 1.1175
May	 1.7050	 1.6875	 16.91	 2.4975	 17.21	 0.5000	 1.1100
Jun	 1.7050	 1.6700	 16.21	 2.5500	 17.73    0.4800	 1.1450	
* CME prices. 		
**NASS prices.
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Spring Drop Could be Early 
While March dairy markets typically come in like a 
lion and go out like a lamb, February markets came 

in like a bull and appear set to be exiting like a bear. 
U.S. dairy markets are currently feeling the weight of 

recovering milk production and 
stable to lower sales. Most dairy 
markets are selling off, which 
has caused both Class III and 
IV milk prices to move to the 
mid-$18/cwt. range. But markets 
should not assume lower prices 
are a foregone conclusion—beef 
remains a profitable return for 
dairy producers should milk 
margins falter. MCT

 
... vaccine dilemma
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        However, the introduction of vaccination 
programs could have significant trade implications. 
Some U.S. trading partners do not recognize 
countries that vaccinate against HPAI as being 
free from the disease, arguing that vaccines can 
mask the presence of the virus, according to a 
letter from the Congressional Chicken Caucus. This 
is particularly concerning for poultry exports, as 
international buyers could restrict imports of products 
that come from vaccinated birds. If dairy cattle were 
to be included in future vaccination efforts, similar 
restrictions could emerge for U.S. dairy products, 
creating new export challenges at a time when the 
industry is poised for expansion. With new cheese 
processing capacity coming online, any disruption to 
global dairy trade could weigh on markets, which are 
already preparing for increased supply.
        The newly appointed Secretary of Agriculture 
faces a complex balancing act. Addressing the 
challenges in the egg market without triggering 
unintended consequences for broiler chickens or 
dairy exports will require careful policy decisions. 
Domestic consumers, for the most part, have 

accepted pasteurization as an effective safeguard 
against HPAI in dairy products, but introducing vaccines 
could prompt new concerns. The issue is whether the 
economic and public health benefits of vaccination 
would outweigh the risks of potential trade restrictions.
        Meanwhile, the impact of HPAI on household 
budgets remains a pressing concern. Since mid-
2022, the price of a dozen Grade A eggs has 
routinely exceeded the cost of milk on a per-gram-
of-protein basis, an unusual reversal in typical 
pricing relationships. Moreover, egg prices have also 
surpassed the price of Cheddar on a per-gram-of-
protein basis about 12% of the time over the past year 
and have even exceeded the price of ground beef at 
times. These shifts underscore the broader inflationary 
pressures in the food sector and suggest that consumer 
frustration over high egg prices could persist.
        As spring approaches and wild birds migrate 
north, HPAI will likely remain a focal point for dairy and 
poultry producers. The coming months will be critical in 
determining whether the virus remains a manageable 
challenge or reemerges as a disruptive force in 
agriculture. With dairy markets already adjusting to 
shifting trade policies and evolving federal milk pricing 
structures, the industry is watching closely, knowing 
that any further disruption could, once again, alter the 
supply-demand balance in unpredictable ways. MCT 


