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Outlook/Summary       
 

 
 

The cheese market made another strong move this morning with barrels playing a bit of catch up on 
unfilled bids 

Cheese:  
 Bids were quick to make their way into the spot market this morning with multiple players again seen in the 
block market.  After rallying up to $2.1100 in blocks we did see some sell side shake loose with four blocks trading 
all day up to that price.  On the flip side barrels continue to see a lack of sell side participation with that market 
rallying 9 cents on an unfilled bid.  On average cheese prices broke into a new high for the year this morning.  
When talking with folks block prices up in these levels is attracting a bit of sell side, one reason being we aren’t a 
sizeable discount to the world market.  Something that continues to come up though is the lack of availability of 
barrels off the exchange.  While we are starting to see some selling come into the market, cheese at these prices 
still feels strong.   Some folks have been calling for cheese prices north of $2.20, something I believe is a very 
good possibility given the momentum we’re seeing.  As we progress through the week I would look for cheese 
prices to keep moving higher with the barrel finding the steam to narrow the spread between blocks and barrels 
down to the three cents we normally trade at.    
Class III:  
 June:  Coming off the strong show out of the spot market our pricing month met with more support today.  
We’re through $19.00 with today marking the 1st day of the 3rd week.  At the moment I don’t really see much in 
terms of news for the June contract.  The cash market at this point feels strong which in turn should lend support 
to our pricing month.   
 July – December:  We’re starting to see a widening of the spread between the 3rd and 4th quarter with now 
averaging at a $1.50 wide with Q3 trading over Q4.  With the cheese market really taking off over the past couple 
of sessions I’m of the opinion we’re seeing downside hedging take place in Q4.  Talking with folks I believe there is 
some concern that we’re going to overextend ourselves to the upside now to a price that won’t be sustainable. 
With that in mind I feel like we’re seeing downside hedging come to the market in anticipation of a sizeable 
correction over time.  After today’s close in the 4th quarter these months are pricing out about $1.7500 cheese or 
roughly a 36 cent discount to the current spot market.  Given the momentum we continue to carry in the spot 
market I would not be aggressively getting downside coverage on right now.  If anything I would look for the 
spread between Q3 and Q4 Class III to continue to widen as August pricing out at $1.9000 cheese seems cheap.  
The market right now feels a bit sensitive to sell side liquidity in the cash market; today when a bid in the block got 
hit sellers were quick to tap bids in July and August futures down to nearly UNCH.  Essentially I would look for a 
choppy trade this week with the general uptrend remaining in Q3.   
Butter / Powder:   
 Weakness was seen in the spot butter market this morning with an unfilled offer taking the market down 1 
¾ cents.  Futures responded with weakness up front, July – September down nearly three cents on light volume.  
Nonfat met with a bit of downside as well with a couple of our front months trading slightly lower.  Over the past 
couple of weeks the spread between Class III and Class IV has managed to narrow significantly with today’s close 
on a spot basis now showing Class III trading at a 6 cent premium to Class IV.  Offers did start to trickle into the 
Class IV futures market with July – December on average settling about 10 lower with nothing trading (all lower on 
unfilled offers).   
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Weekly CME Cheese Average  

 
July – Sept vs Oct – Dec Class III Spread 

 
 

Charts       
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Class III, CB,NFDM and Whey       
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2011 Put Premium Per Cwt.  
Month Vol Settled 1400 1425 1450 1475 1500 1525 1550 1575 1600 1625 1650 1675 1700 1725 1750 1775 1800 1825 1850 1875 1900 

Jun 9 1901 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1 2 7 16 

                                                

2011 Put Premium Per Cwt.  
Month Vol Settled 1500 1525 1550 1575 1600 1625 1650 1675 1700 1725 1750 1775 1800 1825 1850 1875 1900 1925 1950 1975 2000 

Jul 19 2017 0 0 0 0 0 0 0 0 1 1 2 3 5 7 10 14 19 25 33 43 53 
Aug 24 1939 1 1 2 3 4 6 8 10 13 17 22 27 34 41 50 59 70 82 95 109 124 
Sep 24 1884 5 6 8 10 13 16 21 25 31 38 45 53 63 73 84 97 110 124 140 156 173 

Total 6 7 10 13 17 22 29 35 45 56 69 83 102 121 144 170 199 231 268 308 350 

Avg 3rd Quarter 2 2 3 4 6 7 10 12 15 19 23 28 34 40 48 57 66 77 89 103 117 

Oct 25 1823 14 18 22 27 32 38 45 53 62 71 81 93 105 117 131 146 161 178 195 211 230 
Nov 25 1785 23 27 33 39 46 53 62 71 81 92 104 116 130 144 159 175 191 208 225 244 263 
Dec 24 1760 30 36 42 49 57 66 75 85 96 108 121 134 149 164 179 196 212 230 248 267 287 

Total 67 81 97 115 135 157 182 209 239 271 306 343 384 425 469 517 564 616 668 722 780 

Avg 4th Quarter 22 27 32 38 45 52 61 70 80 90 102 114 128 142 156 172 188 205 223 241 260 

Avg 2nd Half 12 15 18 21 25 30 35 41 47 55 63 71 81 91 102 115 127 141 156 172 188 

Jul-Dec 73 88 107 128 152 179 211 244 284 327 375 426 486 546 613 687 763 847 936 1030 1130 

2011 Call Premium Per Cwt.  
Month Vol Settled 1600 1625 1650 1675 1700 1725 1750 1775 1800 1825 1850 1875 1900 1925 1950 1975 2000 2025 2050 2075 2100 

Jun 9 1901 301 276 251 226 201 176 151 126 101 77 53 33 17 7 3 1 0 0 0 0 0 

2011 Call Premium Per Cwt.  
Month Vol Settled 1800 1825 1850 1875 1900 1925 1950 1975 2000 2025 2050 2075 2100 2125 2150 2175 2200 2225 2250 2275 2300 

Jul 19 2017 222 199 177 156 136 117 100 85 70 58 47 38 30 21 16 13 11 7 5 4 3 
Aug 24 1939 173 155 139 123 109 96 84 73 63 54 47 40 34 25 21 20 16 12 10 8 7 
Sep 24 1884 147 132 118 106 94 83 74 65 57 49 43 37 32 28 23 20 17 14 12 10 8 

Total 542 486 434 385 339 296 258 223 190 161 137 115 96 74 60 53 44 33 27 22 18 

Avg 3rd Quarter 181 162 145 128 113 99 86 74 63 54 46 38 32 25 20 18 15 11 9 7 6 

Oct 25 1823 128 115 104 94 84 76 68 60 54 47 42 37 33 28 25 21 18 16 14 12 10 
Nov 25 1785 115 104 94 85 76 69 61 55 49 44 39 34 30 27 24 21 18 16 14 12 10 
Dec 24 1760 109 99 89 81 73 66 59 53 48 42 38 34 30 24 21 19 16 14 12 11 9 

Total 352 318 287 260 233 211 188 168 151 133 119 105 93 79 70 61 52 46 40 35 29 

Avg 4th Quarter 117 106 96 87 78 70 63 56 50 44 40 35 31 26 23 20 17 15 13 12 10 

Avg 2nd Half 149 134 120 108 95 85 74 65 57 49 43 37 32 26 22 19 16 13 11 10 8 

Jul-Dec 894 804 721 645 572 507 446 391 341 294 256 220 189 153 130 114 96 79 67 57 47 
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Options      
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  Whey, NFDM, Class IV, Cash Butter Packs and Other Markets  
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FUTURES AND COMMODITIES TRADING INVOLVES SIGNIFICANT RISK AND IS NOT SUITABLE FOR EVERY INVESTOR. INFORMATION CONTAINED HEREIN IS STRICTLY 
THE OPINION OF ITS AUTHOR AND IS INTENDED FOR INFORMATIONAL PURPOSES AND IS NOT TO BE CONSTRUED AS AN OFFER TO SELL OR A SOLICITATION TO BUY 
OR TRADE IN ANY COMMODITY OR SECURITY MENTIONED HEREIN. INFORMATION IS OBTAINED FROM SOURCES BELIEVED RELIABLE, BUT IS IN NO WAY 
GUARANTEED. OPINIONS, MARKET DATA AND RECOMMENDATIONS ARE SUBJECT TO CHANGE AT ANY TIME. PAST RESULTS ARE NOT INDICATIVE OF FUTURE 
RESULTS.    

  Cheese Futures / Cheese Packs / Dairy Profitability 


