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Cheese Catching Foodservice Cold

ach year, U.S. cheese moves through three
Epredictable major distribution channels. The

majority moves into foodservice, followed by retail
and the remainder, about 9—10%, into export markets.
Driven by America’s appetite for pizza, burgers, and
burritos, expanding foodservice demand has helped
power sustained growth in cheese production for more
than two decades. Since the pandemic, however, that
once-reliable engine has sputtered. While foodservice
demand has recovered from its 2020 trough—when
restaurants were shuttered for
months and 16,000 permanently
closed—growth in subsequent
years has been tepid. The pace
of growth since the pandemic has
fallen well short of gains made in
previous decades that spurred
heavy cheese-plant investment.

In this
industry,

w/wn The sector now faces new
. headwinds. Persistently high
ﬁodsgyrvz(;g menu prices, shifting dietary
preferences, and the rise of
Southern cuisine—with its hot
sneezes,

chicken and barbecue—have
taken some share away from

ULS. cheese @
pizza and burger sales. As a
mar/felfs l‘end result, foodservice has caught

the sniffles. In this industry, when
foodservice sneezes, U.S. cheese
markets tend to catch a cold.

Recent macro-developments
have only compounded the
problem. The 44-day government
shutdown left more than 700,000
federal employees without pay for
more than a month. November Supplemental Nutrition
Assistance Program (SNAP) payments were delayed.
And a week of forced flight reductions and the threat of
airspace closures—affecting up to 10% of flights at 40
airports—snarled travel ahead of the busiest travel week
of the year. Each of these factors slowed foodservice
sales, further chilling demand. Expectations that

to catch a

cold.

foodservice sales will improve this holiday season could
simply be unrealistic.

With the foodservice channel softening, the burden
shifts to retail, but even retail sales could struggle to
absorb excess supply. The 12% of Americans who rely
on SNAP benefits had to tighten household budgets
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Americans are stressed.
According to an August poll by
the Associated Press-NORC
Center for Public Affairs, 53%
of Americans said grocery
prices were a “major” stress and
another 33% said they were a
“minor” stress. While the rate
of inflation has slowed significantly since its 40-year
peak in 2022, prices have continued to rise each year.

Despite ongoing inflation, discounters including
Aldi, Lidl, Target, and Walmart, are offering the
ingredients to make a holiday feast at steep
discounts, with one as low as $3.60/person. To
accomplish this, one of the four bundles has fewer
ingredients and several contain fewer branded items.
Three of the four also include macaroni and cheese.

Social media influencers this year have fueled
a newfound enthusiasm for mac and cheese to be
served as a Thanksgiving side, which could give a
boost to retail cheese sales over the holidays. In
addition, these influencers are touting the versatility of
mac and cheese by combining it with everything from
meat and seafood to veggies and fruit.

The impact of these influencers cannot be
underestimated. A few years ago, they started singing
the praises of cottage cheese. And sales of this high-
protein, once-forgotten, weight-loss staple soared
20% between June 2024 and June 2025. MCT




Not Much to Cheer About

milk supply, the gravity of low global prices appears

to be pulling U.S. prices even lower. Whey is the lone
bright spot in the industry as
more consumers adopt GLP-1

U.S. dairy markets are going nowhere fast. While the
domestic market has been challenging amid a swelling |
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... retail prices to sink
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in November due to delayed allocations, leaving
inflation-weary middle- and upper-income consumers
to shoulder more of the load, when they are already
responsible for an outsized share of spending.

At the wholesale level, CME cheese futures
have been suggesting that 2026 prices could average
15 cents below the five-year mean of $1.83/lb.,
with current spot prices trading even lower. In early
November, USDA reported that the average retalil
promotion for a one-pound block of cheese was
$3.43, down sharply from the prior week’s $3.97 and
the previous year’s $4.20. The wide gap between
wholesale and retail prices gives grocers room to run
promotions, especially under private-label programs.
While more advertising does not necessarily translate
into greater cheese sales, retailers will again test the
theory as they decide how deeply to discount cheese
amid widespread inflation fatigue.

Exports, meanwhile, have been performing the
yeoman'’s work by offsetting lackluster foodservice
demand while helping absorb new cheese from
recently added capacity. U.S. cheese has maintained

a competitive position globally for much of the year, but
2026 could bring a tougher reality. CME cheese futures
are currently priced 10—15 cents above values in Europe
and New Zealand, eroding the U.S. price advantage that
supported this year’s shipments.

Adding to the pressure, milk production has been
expanding across major exporters. In September, U.S.
milk output rose nearly 4% from a year earlier, with
producers adding 226,000 cows, the largest year-over-
year gain since the 1960s. Similar trends are unfolding
in Europe, New Zealand, and China, which will increase
competition for global cheese trade. While U.S. cheese
exporters are expected to retain a strong foothold in
Latin America, they could face tougher competition in
Southeast Asia and Australia, regions that rank among
the top-five destinations for U.S. cheese exports.

This holiday season will serve as a litmus test
for the domestic market. Will U.S. cheese demand
merely sniffle, or will it catch a full-blown cold? To
stay healthy, cheese markets need strong domestic
sales and continued export momentum. For U.S.
exports to remain competitive with cheese from
Europe and Oceania, more price adjustments could
be coming—an unwelcome but perhaps necessary
prescription to keep U.S. cheese markets healthy. MCT
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