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he world’s supply of raw butterfat continues to
I expand. Through June, USDA’s Agricultural

Marketing Service (AMS) reported that the
average butterfat test, the share of raw milk that is fat,
for milk in Federal Milk Marketing Orders was 4.4%, up
0.8% from last year. While that is a good-sized increase,
given butterfat’s reduced market value, the gain is still
lower than it was between 2020
and 2025, when annual growth
averaged 1.82%. The average
test, when applied to the total
2026 U.S. milk supply through
May, means an additional 153
million pounds of butterfat
was available to processors,
according to the latest data from
USDA’s Economic Research

Obviously,
the world has

Service (ERS).
a ZOLL more Several European nations
butteﬁ[at t/ld?’l have made similar gains in
) butterfat between 2020 and
1t Sued to 2024. Denmark’s butterfat test
? rose an average of 2.1% per
and most Qf year, and Ireland’s climbed
. . 1.1%. Several other nations had
s b@l?’lg smaller gains but on a larger
. milk supply base. Germany’s
made Z?’llfO average butterfat dropped, so
more milk was needed just to
cheese. !

maintain solids output. In most
cases, however, nations made
more headway with protein than
butterfat between 2020 and 2024. New Zealand’s average
butterfat test reached 5.06% for the 2024-25 season, up
from 4.74% in 2020-21 for an average annual gain of
1.6%.

Obviously, the world has a lot more butterfat than
it used to, and most of it is being made into cheese.
New Zealand doesn’t publish production data, but with
its small domestic market, nearly all (95%) of the milk it
produces is exported as dairy products. Between 2020
and 2025, New Zealand increased cheese exports by

27%, suggesting much of the country’s additional butterfat
has been heading to cheese vats. Europe is in a similar
position, with an 8.1% increase in cheese output over the
same period. The trend is clearest in the United States,
though, where cheese production expanded by 11.8%

between 2020 and 2025.
Continued on page 2

Ken’s Corner

by Ken Meyers
President, MCT Dairies Inc.

While the world is flush
with milk, Mother Nature
appears to be trying to
change that. In the Northern
Hemisphere, a series of
summer heatwaves has already
started to take a toll on milk
production and component
levels.

Across both the United States and Europe,
temperature records have tumbled like dominos.
In the United States, the third wave of sweltering
temperatures will certainly add to cow stress in
affected areas, especially where dew points have
climbed to near-record levels. Recent research
confirms that successive heatwaves have a
cumulative impact on cow comfort, and there is still
a full month of summer to go.

In Europe, the situation is worse. An early
summer heatwave in France resulted in the deaths
of 5,700 people. Many countries have already
suffered through three consecutive heatwaves.

In the Southern Hemisphere, one of the
strongest EI Nifios on record threatens to bring
drought to much of New Zealand later this year. El
Nifio could also bring torrential rains to Argentina,
potentially disrupting milk collections there.

Just how steep Mother Nature’s global milk
production decline will be and whether it will be big
enough to offset producer resiliency and the growing
productivity of milk cows is yet to be seen. MCT




Product Comes to Chicago

Just when CME spot markets for cheese and butter
appeared poised to rise, more product showed up in
Chicago, pushing prices lower. A month ago, futures

forecasts are calling for prices below $1.65/Ib.

anticipated butter prices would climb to $1.80-1.90/
Ib. by the end of the year. A month later, futures

Similarly, tightening cheese
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... fall prices could spur demand
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Butter and concentrated milkfat (CMF) and
anhydrous milkfat (AMF), both of which are nearly pure
milkfat products used by food manufacturers, are also
absorbing their fair share of the additional butterfat.
From 2020 to 2025, the United States expanded butter
production by 11.2%. While the United States doesn't
report AMF output, the category also likely expanded.
EU-27 butter production grew by nearly 2%, and butter
production in New Zealand appears to be up about 11%,
judging from exports.

This all suggests that the world should have
plenty of cheese and butterfat this fall, even if demand
expands modestly. It also means the United States,
now a consistent butterfat exporter, could keep world
buyers well supplied and prices below those of recent
years. Last week, CME butter futures were pointing to
the $1.70/Ib. range this fall, implying that international
prices will climb above $2/Ib., given the 30-cent gap that
has separated U.S. and world prices for years. Butter
prices typically get a seasonal lift in the fall, but with the
butterfat content of milk still growing, highs this fall could
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be more modest than in years past. A drop in milk output
from sweltering summer weather could still move the
market, but less so given how much butterfat farms are
supplying.

Ample cheese supplies could be the reason
prices have been trading in a tight range. New
processing capacity has been added quickly, and
demand takes time to catch up. With hot summer
weather curbing milk production and U.S. exports setting
records, cheese prices could reasonably rise into the
fall, but just like with butter prices, the peak could be
substantially lower than in recent years. However, U.S.
traders will be cautious. Prices that climb too high could
choke off exports, and losing those sales could leave
enough surplus cheese at home to send prices tumbling.

All considered, butter and cheese could be
attractively priced this fall, which is good news for
promotions, buyers, and consumers. That could keep
milk prices below what was forecast earlier this year.
But with strong returns from cull cow and beef calf
sales, dairy producers will likely continue to expand milk
and component production well into next year. MCT
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