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	Market Indicators…
	Unit
	Most Recent
	Year Ago

	
	
	
	

	California Overbase Milk Price (January)
	Cwt
	$17.44
	$12.00

	Idaho All Milk Price (NASS Prel February)
	Cwt
	$17.30
	$13.60

	
	
	
	
	

	Milk Mailbox Prices* (December 2007)
	
	
	

	
	California
	Cwt
	$19.71
	$12.42

	
	New Mexico
	Cwt
	N/A
	$12.57

	
	
	
	
	

	Class 3 Milk Futures –CME (May 08)
	Cwt
	$16.92
	$14.55

	
	
	
	
	

	Milk Cost of Production - 
	
	
	

	
	California (CDFA) 3rd quarter 07
	Cwt
	$15.98
	$14.26

	
	New Mexico (private) Jan-Sep 07
	Cwt
	$17.02
	$13.34

	
	Idaho (private) Jan-Sep 2007
	Cwt
	$13.36
	$13.29

	
	West Texas (private) Jan-Sep 07
	Cwt
	$16.37
	N/A

	
	
	
	

	All Hay Exports From West Coast Ports 
	
	
	

	(U.S. Dept of Comm.) Jan-Dec 2007 
	
	
	

	
	California
	Short

Tons
	1,035,642
	935,850

	
	Pacific Northwest  
	
	1,697,053
	1,732,549

	
	
	
	
	

	Alfalfa Hay In-Shipments to CA by Truck
	
	
	

	
	January – December 2007
	Tons
	900,879
	768,394

	
	
	
	
	

	No. 2 Yellow Corn –FOB Iowa
	$/Ton
	$188
	$141

	
	
	
	
	

	Ethanol Price – FOB Iowa
	$/Gal
	$2.22-$2.30
	$2.04-$2.20

	
	
	
	
	

	Distillers Dried Grain – FOB Iowa
	
	
	

	
	10 percent moisture
	$/Ton
	$152-$160
	$128-$137

	
	
	
	
	

	Crude Oil – New York Futures (April 08)
	$/Barrel
	$106.00
	N/A

	
	
	
	
	

	Hay Prices – Market News**
	
	
	

	California - Delivered to Tulare Dairies
	
	
	

	
	Supreme Alfalfa 
	$/Ton
	$253-$270
	$205-$220

	
	Fair alfalfa (Dry Cow)
	$/Ton
	$207-$225 
	$178

	
	Good Bermuda Hay (Dry Cow)
	$/Ton
	$160
	N/A

	IDAHO – Alfalfa Hay, FOB 
	
	
	

	
	Few Good
	$/Ton
	$150
	N/A 

	
	Few Fair (Dry/Beef Cow)
	$/Ton
	$140
	N/A

	*Total receipts less marketing costs and assessments. (No mailbox prices available in Idaho). 

	**Next New Mexico Market News hay report will be issued in the spring of 2008. 


Welcome - The Hoyt Report 

We thank you for your subscription and we pledge to give you the latest information to help you make sound decisions. Please contact us if you have questions because we want happy subscribers. 

This report will keep you abreast of conditions in the dairy industry. The dairy industry consumes 75 percent of alfalfa hay produced in California and about 65 percent of Idaho’s production. Whatever the outlet for alfalfa hay in most areas of the West, the dairy industry influences the price. 

This Week’s Market Overview

The hay market in California and other areas of the West is holding steady to firm. Old crop supplies are dwindling rapidly. My prediction of strong prices on early 2008 new crop alfalfa hay for milk cows is already showing up in the Imperial Valley. One Imperial Valley grower indicated he was selling early first cutting Supreme quality alfalfa hay for $210.00 to $215.00 per ton fob or around $255 to $265 delivered to the central valley. These prices are $50.00 to $57.00 per ton higher than early sales in 2007. While some larger dairies in California have ample inventories to carry them through until late spring, other dairies need hay early. One contact in the Los Banos area indicated that dairies have been feeding more hay due to high corn prices and are now clamoring for alfalfa hay. 

With harsh winter conditions in Idaho the past few months, dairies were feeding more hay than normal. Consequently, old crop supplies are tight and early interest on first cutting alfalfa hay should be strong in the Gem State. 

The Long View 

All indicators point to a strong hay market in the seven western States this year. The market on certain kinds of grass hays, such as orchard grass and timothy will also be strong. The above normal snow pack should boost meadow grass and other grass hay production for beef cows in some States. 

Look for prices on new crop first and second cutting Supreme alfalfa hay in central California to be in the $220.00 to $230.00 per ton fob range. Early new crop prices on top quality alfalfa hay in the Imperial Valley were reported at $210 to $215.00 per ton fob. Summer dry cow hay prices will come under pressure in the West from the huge amount of wheat straw available for Total Mixed Rations (TMR’s). However, I still think California dry cow alfalfa hay will trade between $170.00 and $190.00 per ton fob. The orchard grass and Bermuda grass markets should range from $150.00 to $220.00 per ton fob, with higher quality timothy prices pushing into the high 200’s.

In Idaho, first cutting top quality alfalfa hay could trade between $170.00 to $180.00 per ton, fob, as dairies scramble to tie up milk cow hay.  It looks like alfalfa hay production could be down in Idaho this year and this along with depleted old crop supplies at dairies will cause a bullish new crop market.  There were a few early contacts on first cutting alfalfa hay in Idaho at $165.00 per ton, fob.   

Milk Prices Falling

The Overbase milk price in California went from $19.09 in December to $17.44 in January. It appears that the February price will slip a little further to around $17.00. With record high prices on corn and other feeds, the milk cost of production in California appears to be averaging in the low to mid $16.00 range. As you can see, milk prices are edging much closer to the cost of production. Milk prices could have slipped even further had it not been for strong cheese exports and a 10 percent drop in U.S. cheese inventories in January. However, with a slowing U.S. economy and the spring milk flush just around the corner, some California dairy producers could be in the negative by late spring.  When that occurs, dairymen will try to bear down on hay prices. But, in an environment of record high feed prices and very few lower priced alternatives for milk cows, they may not have the success they have had in the past, particularly on higher quality alfalfa hay. 

Due to the weak dollar, which is boosting dairy product exports, and with more moderate increases in U.S. milk production than we saw two years ago, it does not appear that we are headed for a total collapse in milk prices that we saw in 2006.

The preliminary NASS (National Agricultural Statistics Service) all milk price for Idaho in February was $17.30 cwt., compared to $13.60 a year ago. The most recent milk cost of production numbers from January thru September 2007 from the California CPA firm of Moore, Stephens, Wurth, Frazer, and Torbett show milk cost of production in Idaho below California and significantly below New Mexico and the Texas Panhandle. This is good news for the Idaho hay and feed industry as we move into a period of softer milk prices.

Wheat Displacing Hay Throughout the West

Record high wheat prices are changing the landscape in many areas of the West. Winter wheat acres were up significantly in California, Idaho, and Montana. Alfalfa hay is being displaced by wheat in California, Idaho and in other areas of the West. Durum wheat acres in the Imperial Valley are up 128 percent from a year ago. The most recent Durum contracts for 2008 were $21.00 to $22.00 per hundredweight or $420.00 to $440.00 per ton. Alfalfa hay acres in the Imperial Valley are down 13 percent or nearly 18,000 fewer acres than a year ago. It is unprecedented that after the very strong hay markets in 2007 that hay acres, particularly alfalfa hay acres would not make a significant upward move. But, instead it appears that total alfalfa hay acres could be down in the seven Western States. Alfalfa hay acres in California should be pretty close to last year. Because of water uncertainties, growers in some Western States planted less hay in the fall of 2007. Due to the strong prices on wheat and its lower water needs, it was an attractive alternative. States that have fewer crop planting options such as Nevada and Wyoming could still see higher alfalfa hay acres in 2008.
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Wheat is also impacting other types of hay used for horses and feed stores. Orchard grass and Timothy acres in the northern mountain area of California may be about the same as in 2007. Ryegrass acres will be down in the Sacramento Valley. We could see fewer acres of mixed orchard grass/alfalfa hay in the future as a growing number of horse owners want to feed orchard grass and alfalfa hay separate, according to the San Joaquin Valley Hay Growers Association. In the Imperial Valley and Yuma area, Bermuda grass acres are down 11 percent due to a sharp increase in Durum wheat acres. Orchard grass and timothy acres are holding about the same in Diamond Valley, Nevada. It does appear that oat hay production will be up in California in 2008 which some horse owners will probably need to consider. 

Water Outlook Much Better Than 07

Last Friday’s snow measurement by the California Dept. of Water Resources in the Sierra Nevada mountains was great news with the snow pack at 118 percent of normal. In Idaho, snow pack is around 120 to 130 percent of normal, with Colorado around 135 percent of normal. On February 27, the Bureau of Reclamation’s announcement of a 45 percent allotment for surface water for central California irrigation districts was very good news. Some had predicted a 25 percent allotment last fall, which would have barely covered water for permanent crops. In spite of a much improved irrigation water outlook, spring plantings of alfalfa hay in California do not appear to be much above normal. Many growers had decided to go with wheat last fall and may come back with alfalfa hay this fall. This sure seems to be the case in Idaho after talking to a few seed folks up there. 

Feed store/Horse Hay Markets to Remain High

There is concern by some growers who sell to the feed store market whether horse owners can continue to pay the current prices. My response to a grower at the California Farm Bureau Hay Committee meeting last week was, what is their alternative? Horse owners will go without other things in order to feed their horses. If the husband or wife loses a job, then it gets to be a problem. One Nevada grower said “we could see some horses running with the mustangs that have shoes on them.” Without a market in the U.S. for common horses, and with a slow economy, there will be an increased number of horses given away. One would think even the market on “papered” or higher quality horses would be negatively impacted by the strong feed costs and slower economy.

Checking with some feed stores around California, prices of alfalfa and various grass or alfalfa/grass mixes were ranging in price from $14.50 to $18.00 per three string bale. One feed store in southern California was selling timothy hay for $23.79 per bale. Many stores had lower supplies of old crop hay. In spite of better moisture conditions, feed stores will still find strong prices on new crop hay. With above average moisture in other Western States, there could be some grass hays that may work for the California horse/feed store market but the freight cost will still hold the delivered price pretty high.

Dairy Hay Contracting

After a flurry of contracting in California from December through mid-February in central California from $180.00 to $195.00 fob for all cuttings and February sales of $240.00 to $250.00 delivered to Tulare dairies on the first two cuttings, I’m not hearing as much recently. Although, a grower in the central valley that contracted part of his production for $195.00 fob for all cuttings back in January was offered the same price this past week for the balance of his production.  As I mentioned above, there was a little contracting of first cutting alfalfa hay in Idaho at $165.00 per ton fob.

Hay Exports Impacted by Fewer Supplies

With the prediction of fewer alfalfa, sudan, and Bermuda hay acres in the seven Western States, many exporters believe they will move less volume in 2008. 

California’s main export hay is sudan with most of it grown in the Imperial Valley. Some believe sudan hay acres in the Imperial Valley could be down 15 to 20 percent this year due to the first year of water allotments from the Imperial Irrigation District. Normally, sudan is planted after Durum wheat is harvested in May and June. However, with water allotments, growers would not have sufficient water to irrigate vegetables in the fall if they plant sudan after wheat. Bermuda grass hay grown in the Imperial Valley and Yuma is also exported. But with less acres and competition from horse and feed store buyers, there will be less Bermuda for export. Additionally, some Bermuda hay from the Imperial Valley moves to horse markets in New Mexico and Texas with some shipping as far east as Florida.

Hay exporters in the Pacific Northwest anticipate fewer supplies of alfalfa hay this year. This is a big deal in Washington State where nearly 20 percent of their alfalfa hay production normally moves to export markets. I’m waiting for a better handle on timothy acres in the Northwest and will have some information on that next week. 

Corn Silage Contracts Strong

Demand for corn silage in California has been very strong. Contracts have been reported from $39.00 to $41.00, with the most recent sales at $40.00 to $41.00 per ton, all fob standing in the field to be chopped this summer.  These are record high prices.  The undertone is firm and there has been talk of prices higher than $41.00 but nothing confirmed yet. With record high feed corn prices and the possibility that they could go higher, dairymen are trying to lock up supplies of corn silage. The 2008 prospective planting report will be released by NASS on March 31.  If the U.S. corn acre estimate comes in much below 90 million acres, such as 87 million, hold onto your hat.  I think some dairies are trying to hedge against the worst case scenario.  With very strong corn markets the past month there is a chance that the anticipated big move from corn to soybean acres in the central U.S. may be tempered.  Sources believe corn silage acres in California this year will be about the same as 2007. Acres in 2007 were 445,000, up 40,000 from 2006. Next week I will try to have a feel for corn silage acres and any contracts in Idaho. 

NEXT WEEK: I’ll discuss alfalfa hay imports from the West into California and Idaho in 2008 and how freight is becoming a bigger factor.  I will look at developments in export hay markets, share some thoughts from feed store/horse hay buyers, and discuss a few other events impacting the pocket books of California and Western State dairy producers.  I should have the fourth quarter 2007 milk cost of production number for California from CDFA. 

Best Regards,

Seth
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