
The United States, Mexico, and Canada will sit down 
on July 1 for their first joint review of the United States-
Mexico-Canada Agreement (USMCA), where the Trump 
Administration is expected to tender notice to exit the 
multi-decade trade deal. USMCA currently governs 
roughly $2.7 trillion in commerce across North America 
each year. The United States and Mexico have had 

formal negotiations without 
Canada, signaling the current 
administration’s irritation with 
the neighbor to the north. While 
allowing the deadline to pass 
could trigger the sunset clause 
in the current agreement, the 
exit process would occur over 
16 years, and more negotiations 
are already scheduled among 
the three nations. 
        So far, the details of 
the recent U.S.-Mexico talks 
are sparse surrounding 
agriculture. The focus remains 
on automobiles and U.S. 
access to Mexico’s energy 
markets. However, Republicans 
in Congress and the U.S. 
agriculture sector have been 
firm that USMCA needs to 
continue without interruption. 
Furthermore, industry groups 
have voiced the need for 
USMCA to continue, given the 

impact its absence would have on U.S. farmers and dairy 
producers. The 16-year wind-down process would allow 
ample time for renegotiations; however, the annual review 
could lead to less investment and greater uncertainty 
moving forward. 
        Trade is a big deal for agriculture and dairy. In 
2024, agriculture and seafood exports under USMCA 
added $149 billion to the U.S. economy, supporting 
close to 500,000 jobs, according to Legis1.com. Dairy’s 
dependence on USMCA is even greater. Mexico and 
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Canada consistently rank as the top two destinations for 
U.S. dairy exports. Together, they account for 40% of all 
U.S. dairy exports by value. Each year, roughly 15–17% of 
U.S. milk solids are sent abroad, and these two neighbors 
are the leading buyers. Losing that access would hit both 
producers and processors hard. 

U.S. Dairy Depends on USMCA 

Ken’s Corner

	 Dairy was not given time in 
the pre-USMCA talks between 
the United States and Mexico, 
but that could change when 
Canada becomes involved. 
Despite Trump’s apparent 
strategy, USMCA will likely be 
extended, but expect plenty of 
market volatility before then.

        According to a recent analysis by the Center 
for Strategic and International Studies, six scenarios 
could play out. First, the agreement could be 
extended with some updates but without changing its 
structure. That appears unlikely. Second, Mexico and 
Canada could offer major and painful concessions, 
a scenario that would reduce uncertainly but raise 
inflation and unemployment across North America. 
One of the countries could also withdraw after giving 
the other two parties a six-month notice. While this is 
possible, it’s more likely to be used as a bargaining 
chip, and it would trigger immediate trade disruptions. 
If talks fail completely, the parties could begin to 
negotiate bilateral trade agreements, which would 
likely raise costs and undermine supply chains.
        The most likely scenario, however, is that one 
of the three governments, likely the United States, 
fails to reach agreement, triggering a series of annual 
reviews. If that happens, investors would most likely 
lose confidence, leading to multi-year reductions in 
investments across industries, including the highly 
export-dependent dairy industry. MCT



			     MCT Forecast		  		
	 Block*	 Barrel*	 Class III	 Butter*	 Class IV	 Whey**	 NFDM**
Jun	 1.4725	 1.4625	 15.04	 1.1625	 21.00	 0.6450	 1.9325
Jul	 1.5975	 1.5825	 16.36	 1.7100	 20.25	 0.6500	 1.8125
Aug	 1.7225	 1.7300	 17.79	 1.7775	 20.08	 0.6550	 1.7625
Sep	 1.7600	 1.7775	 18.13	 1.7975	 19.62	 0.6625	 1.7000
Oct	 1.7125	 1.7875	 17.74	 1.8175	 19.60	 0.6800	 1.6900
Nov	 1.7300	 1.7150	 17.97	 1.7525	 19.39    0.6900	 1.6975	
* CME prices. 		
**NASS prices.
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Market Sentiment Flips 
Just when it seemed the bears circling Chicago would 
be difficult to chase away, heat waves in Europe and 

the United States shifted market sentiment from one 
of surplus to one more concerned about scarcity. 

In the final days of trading, 
CME butter and NFDM futures 
rocketed higher as markets 
recovered ground lost earlier 
in the month. Cheese prices 
also stabilized as reports of 
improving demand in Europe 
surfaced. Prices in late June 
were still off this year’s highs, 
but those looking for lower 
prices may have to wait until the 
dog days of summer pass. MCT

 
... stakes incredibly high for U.S. dairy
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        Dairy, a major sticking point in the last round, 
looks less contentious this time around, although 
U.S. producers are still pushing for better access to 
Canada’s tightly protected market. If the United States 
exercises the sunset clause, the U.S. dairy industry 
could pivot toward maintaining access to Mexico and 
later determine what its relationship with Canada 
would look like in the future under two bilateral 
agreements.
        Even so, a few key products show why USMCA 
has been so critical to the success of the U.S. dairy 
industry. Nonfat dry milk (NFDM) is one of the U.S. 
dairy industry’s most export-dependent products. 
Since 2020, annual NFDM exports have averaged 
near 362,000 metric tons (MT), or 798 million pounds. 
They peaked at 417,000 MT in 2023, and roughly 
46% of all U.S. NFDM moved to Mexico over that 
period. Even though Americans are eating more 
protein and producers are making somewhat less 
NFDM and skim milk powder, exports still absorb 
more than two-thirds of what U.S. dryers produce. 
This heavy reliance on exports is why anything that 

slows shipments to Mexico worries the U.S. dairy 
industry. 
        Recent price moves show how quickly this market 
can change. CME spot NFDM just posted one of its 
largest one-month declines on record, dropping 57 
cents between June 1 and June 25. Measured from its 
recent peak, NFDM lost 71.5 cents, about a third of its 
value. A disruption with Mexico would only add to that 
kind of volatility. Earlier this spring, the Food and Drug 
Administration’s Class I recall, its most serious recall 
category, tightened supplies and pushed prices higher. 
As price pressure eased, more milk flowed to dryers and 
export sales slowed, pulling prices lower. 
         The stakes are high for both the U.S. economy and 
the U.S. dairy industry. Regardless of whether Trump 
is posturing ahead of the talks or truly plans to pull out 
of USMCA, the possibility that two bilateral agreements 
could replace USMCA looks more likely today than 
it did even a week ago. But the numbers make the 
stakes clear—even when dairy isn’t the headline 
issue, the health of the U.S. dairy market is closely tied 
to keeping North American trade doors open. MCT 


