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Butter Surplus Proves Challenging

arly this year, few would have predicted U.S.
Ebutter prices would fall below $2/Ib., let alone slip

below $1.70. The prevailing question was whether
prices could sustain levels above $3/Ib. and for how long.
While the early months of 2025 proved unremarkable,
butter prices turned sharply lower
this summer as milk production
gained momentum and butterfat
supplies expanded. The additional
butterfat has come from two key
sources: higher milk output and
the elevated butterfat content in
milk. While overall commercial
disappearance remains positive
and demand continues to be
broadly balanced, this surge in
butterfat has created a pocket of
imbalance that is now weighing
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pT&SSZH’e) heavily on the market.
Through August, butterfat
some on- pooled in Federal Milk Marketing
Orders this year was up 5.7%
ﬁ?’?’ﬂ compared to the same months
. last year, putting an additional
ZﬂZ)BSleW’lIfS 286 million pounds of butterfat on
the market. Of that increase, 38%
COUZd can be attributed to the higher
. butterfat content in milk while
ZOSe ﬂl@l?” 62% stemmed from greater milk
66‘07207727:6 production. The growth equates

to roughly 357.6 million more
pounds of butter compared to last
year. Cheesemakers, ice cream
processors, and bottlers of whole
milk have absorbed some of the
extra butterfat, but the sheer scale
of the growth has exceeded the system’s ability to absorb
it and has switched the United States from a deficit to a
surplus market.

For more than five years, butterfat has accounted for
over half the value of the milk check, prompting producers
to purchase feed additives, make ration adjustments, and
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even invest in genetics to improve butterfat tests. But
with butter prices under pressure this fall, some on-farm
investments could lose their economic justification. Feed
supplements and ration strategies designed to boost
butterfat look far less lucrative when butterfat values are
down, as they have been throughout September. In late
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Demand for butter and
butterfat has been growing
rapidly based on new science
and consumer preference
for whole and natural foods.
Consumers have been gravitating
toward “clean foods,” those
without added ingredients,
including butter. Health is also playing a role in
butter’s ongoing comeback as a more nutritionists
embrace the benefits of milkfat.

In 2023, U.S. per capita consumption of butter
was 6.5 Ibs., the highest level in at least 50 years,
according to USDA. Since 2000, U.S. consumption
of butter has increased almost 45%, by about 1.5-to
2-Ibs. per person. While butter use has been trending
higher for nearly three decades, Americans ate three
times as much butter in the 1940s than they do today,
leaving plenty of room for growth.

Expansion in the global bakery, pastry, and
foodservice industries, all major consumers of butter
and butterfat, is contributing to a rise in international
butter demand, especially in developing markets.
Ongoing growth in global cheese consumption also
adds to the draw on butterfat. Because demand for
butterfat is unlikely to wane long term, the length
of the current U.S. downturn will depend primarily
on how long it takes both U.S. and international

consumers to eat through the surplus. MCT




New Cheese Heads to CME

As September draws to a close, CME spot cheese |
prices are starting to recover from recent sell-side

pressure. Where prices head next could hinge on

whether new plants have committed more of their
production in recent weeks to
stem the flow of cheese to the
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Block* Barrel* Classlll Butter Class |V Whey* NFDM** | CME. Whatis different with this
Sep 1.6750 1.6800 16.25 1.8350 15.68 0.5800 1.2575 | downturnis that futures are
Oct 1.7475 1.7575 17.00 1.8700 1525 0.5875 1.1925 | also moving lower. That could
Nov 1.6875 1.7000 16.50 1.9100 15.17 0.5975 1.1625 be related to the expectation
Dec 1.7125 1.7050 16.83 1.9550 15.29 0.6100 1.1550 that dairy producers will provide
Jan 1.6950 1.7125 17.11 19525 15.52 0.6025 1.1525 much-needed sell-side liquidity,
* CME prices. premium from the markets. MCT
**NASS prices.

... export demand surges

continued from page 1

September, CME spot butter prices were at their
lowest level since October 2021, before recovering.

Yet demand is not faltering. Retail butter sales
rose 0.9% by volume in the 52 weeks ending Aug.
24, according to Circana. And year-over-year 2025
U.S. butterfat exports surged 153% through August.
At the current pace, exports could surpass the 2013
record of nearly 199 million pounds. Even with such
strong demand, the weight of supply has proved
challenging to balance.

This year’s plentiful butterfat has translated into
abundant cream that has pushed cream multipliers
unseasonably low as the holiday build begins. In
a typical fall, cream tightens as it flows into cream
cheese, ice cream, and fluid products. Butter
manufacturers often lean on frozen inventories and
“micro-fixing” to meet orders this fall. But with cream
readily available and inexpensive, the need for
frozen butter has diminished, leaving warehouses
holding more carryover stock than usual.

The problem for these inventories is timing.
Frozen butter requires tempering—20 to 30 days—

MCT

before it can be used, meaning September sales will
not be ready to fill until mid-October. With fresh cream
fulfilling near-term needs, frozen stocks have been
relegated to CME sales, often at a discount, to clear
space in the warehouse. This has accelerated the
decline in prices. Between July 1 and Sept. 22, CME
spot butter lost 90.25 cents per pound, a sharper drop
than the 69.75 cents lost last fall.
World butter prices are also trending lower, but

not on quickly as U.S. prices. That should make U.S.
exports competitive throughout 2026. In August, New
Zealand’s butterfat exports were 31% higher than
last year, and prices were over $3/Ib. (at an 80% fat
equivalent). CME butter futures averaged just over
$2.23/Ib. as of Sept. 22, compared to NZX butter
futures near $2.98/Ib. and EEX at $3.05. Lower prices
would boost demand well into next year.

While plenty of butter and cream remains
available, a slowdown in the butterfat content
in milk, growing exports, and strong retail
promotions could work to whittle back stocks as
well as expectations for next year’s inventory
build. But most in the industry believe cream and
butterfat will remain plentiful well into 2026. MCT

The information contained in this newsletter is for general guidance only. It is not intended to constitute or substitute investment,
consulting or other professional advice or services. The information presented is not an offer to buy or sell commodities. Compass
accumulates then distributes opinions, comments and information from and based upon other public and reliable sources, but it
cannot warrant or guarantee the accuracy of any of the data included in the newsletter. From time to time, MCT Dairies, Inc. may
hold futures positions in commodities discussed in the newsletter. Always contact a registered financial advisor before making any

decisions. MCT Dairies, Inc. shall not be held liable for any improper or incorrect use of the information contained in the Compass or for any decision
made or action taken in reliance on the information in this newsletter. Reproduction with permission only. MCT Dairies, Inc., 97 Main St., Chatham, NJ
07928 (973) 258-9600 fax: (973) 258-9222 www.mctdairies.com. For more information, email info@mctdairies.com.



