
The CME nonfat dry milk (NFDM) spot market was 
sitting at a record-high $2.26/lb. as of the end of 
April. The previous high of $2.11/lb. stood for more 

than 12 years. To say that NFDM rarely trades above 
$2/lb. is an understatement. And when it does, a lack of 
supply is almost always the cause. That is unmistakably 
the case today.

	 In 2025, U.S. processors 
produced a combined 216.2 
million pounds of NFDM and 
skim milk powder (SMP), the 
lowest output since 2013. 
Annual NFDM/SMP production 
has now declined for four 
consecutive years from 2021’s 
peak of 274.5 million pounds, 
and that steady erosion is the 
essential context behind today’s 
market.
        What makes the current 
rally unusual is that the milk 
supply is growing and appears 
adequate, so a milk shortage 
is not driving the run-up. The 
United States produced 2.8% 
more milk in 2025 than in 2024, 
and 2026 is running 2.9% ahead 
of last year. After the 2024 avian 
influenza setback, U.S. milk 
production is back on trend and 
expanding rapidly. Over the 
past decade, this level of growth 

would typically have pushed CME spot NFDM prices to 
below average levels—much like where the market traded 
at the end of December 2025.
        The difference this time is where milk is being routed. 
A wave of new dairy plant investments, combined with 
surging demand for protein in nearly every form, has 
redirected milk away from dryers and toward cheese 
vats and filtration lines. Annual cheese output last 
year reached 13.5 billion pounds, up 4.2% from 2024. 
Moreover, output for the first two months of 2026 was 
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running nearly 4% ahead of the same period last year, 
suggesting that much of the additional milk supply has 
flowed straight to cheese plants. Cottage cheese is 
another major draw, with 2025 production at 1.39 billion 
pounds, 10.9% higher than 2024 output and up a further 

Shortage Ignites NFDM Prices 

Ken’s Corner

        Increased protein intake for 
muscle health, weight loss, and 
overall health continues to be the 
top dietary trend. High demand 
for protein will continue to draw 
milk away from dryers and into 
high-protein products for the 
foreseeable future.

        In the United States alone, 70% of consumers 
plan to increase their protein intake and 38% say 
they are actively prioritizing dairy, according to the 
International Dairy Foods Association. Dairy products 
are among the most preferred protein sources, with 
41% of consumers opting for yogurt, cottage cheese, 
and cheese, and 38% milk to increase their intake.
        The 2026 U.S. dietary guidelines emphasize 
eating protein at every meal while recommending 
consuming 1.2 to 1.6 grams of protein for every 
kilogram of body weight, up from 0.8 kilograms. No 
wonder “high-protein” claims on food packages have 
become nearly universal. Consumers can even find 
protein claims on potato chips, candy, and water. 
Allied Market Research projects the global protein 
supplement market will reach $50.7 billion by 2031, 
with a compound annual growth rate of 7.8%. 
        Because dairy is uniquely positioned to 
capitalize on this craze, historical price relationships 
will be tested as processors adjust to meet this major 
change in consumer demand. MCT 



			     MCT Forecast		  		
	 Block*	 Barrel*	 Class III	 Butter*	 Class IV	 Whey**	 NFDM**
Apr	 1.6225	 1.5950	 16.70	 1.7300	 22.47	 0.6625	 2.0525
May	 1.6875	 1.6425	 17.40	 1.7100	 23.01	 0.6700	 2.1250
Jun	 1.7775	 1.7350	 18.43	 1.8150	 23.42	 0.6850	 2.1200
Jul	 1.8175	 1.7150	 18.92	 1.9800	 23.82	 0.6925	 2.0850
Aug	 1.8550	 1.8200	 19.36	 2.0700	 23.91	 0.6975	 2.0525
Sep	 1.8900	 1.8700	 19.76	 2.0150	 23.05    0.7100	 1.9825	
* CME prices. 		
**NASS prices.
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Powder Supports Class IV 
Nonfat dry milk (NFDM) prices soared in April, while 
butter prices stumbled. According to USDA’s Cold 

Storage report, butter inventories between February 
and March built by the largest volume for any 

February-March period over the 
past 15 years. As of late April, 
record-high NFDM prices had 
offset declining butter prices to 
keep Class IV milk prices above 
$20/cwt. through the end of the 
year. At the end of April, however, 
the butter futures outlook for May 
and June dipped below $1.70 
again. MCT

 
... protein products draw milk from dryers
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7.6% in the first two months of 2026. Year-over-year 
yogurt production grew 8.3% in 2025 compared to 2024 
and was up 5.1% in the first two months of this year. 
The ready-to-drink beverage category also continues 
to consume substantial volumes of ultrafiltered milk. 
Together, these channels have absorbed not only the 
incremental milk expansion that has been coming 
online but also milk that would have moved into the 
powder stream in prior years.
        While this explains why the market is so tight 
today, it does not answer how long the price run-up 
will last. Relief could come if more milk is funneled 
into dryers, which appears possible given that output 
of NFDM/SMP is up 5.3% in the first two months of 
2026. Moderating export sales in the second half of the 
year could also help rebuild stocks. Anecdotal reports 
suggest U.S. shipments of powder to Southeast Asia 
are slowing as buyers shift toward lower-cost product 
from Oceania and Europe, although volumes to Mexico 
remain steady, with continued strong interest from that 
country and the overall region.

        When NFDM prices climb above cheese values—
an inversion of the typical relationship—powder 
processors can outbid cheese plants for incoming milk. 
Plants operating both dryers and cheese vats can also 
elect to slow cheese production in favor of making 
more powder. A third option is for cheese processors to 
reduce the volume of NFDM or condensed skim added 
to cheese vats, but this looks less likely given today’s 
outsized butterfat-to-protein ratios and the potential 
impact on cheese quality. Historically, cheese prices 
tend to firm as milk flows back toward dryers, but with 
protein demand still climbing, that rebalancing will be 
harder to engineer than in past cycles. Strong whey 
demand will only deepen the reluctance of cheese 
processors to scale back output.
        The most probable path forward is for record-
high NFDM prices to curb demand for powder. NFDM 
prices have clearly reached unprecedented levels, but 
whether they are now high enough to curb export sales 
and change the flow of milk remains to be seen. MCT 


