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U.S. Cooperative Rankings
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Dairy Markeﬁng Services
A Cooperative Milk Marketing
Joint Venture in the Northeast




Operating Structure

DMS Focus / Priorities
DMSF;— *Milk Marketing Functions
- *Transportation & Milk Assembly

Diziey Morkesing Services *Field Services

Member Coops Participating Coops

Mount Jo Lowville
y United Ag Services
Conesus

Cortland
Oneida-Madison

Schoharie
Mass Fed Independent
Jeff Bulk
Konhokton Producers
South New Berlin
Finger Lakes
Producers Coop
Farmer Friendly
Others

DMS>

Dy Marketing Scrvices

8,000 farms

16 billion Ibs of milk/year
900+ loads/day

120 plants to which we
deliver

186 contract haulers in 13
states

1,000 drivers

860 rejected loads/year
or .28% of total




December 2007
Northeast Market Share
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Dairy Farmers of America

Dairylea is a
Member Cooperative of DFA

DFA Business Units

Area Councils

American Cheese American Dairy Brands
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Italian Cheese Formulated Dairy Foods




Dairy Plants

DFA Marketing Network s farmers ot america

DFA Marketing Network

@Dean Foods

©DFA Branded

©DFA Cheese

ODFA Formulated

ODFA Manufacturing
OFluid v

@Leprino Foods Co
@Manufacturing JV (15)

Member Demographics

12,183 Members

500 Largest Farms Make
50% of total milk marketed




Economics

What Affects Milk Prices?

International markets

National milk
production

Economy

Dairy product
consumption

CWT
Weather
rbST use




$7 Corn and $120 Qil
Do not work with
$18 Milk

Prices Will Continue to Cycle

but at a Higher Level

$ per hundredweight

Central NY Annual Average Gross Milk Price 1996-2008

$21.00
$19.00
$17.00
$15.00
$13.00
$11.00
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U.S. Milk Production Growth
Year-over-year, 2005-2008

3.9%

2005 2006 2007

U.S. Dairy Exports as a Percent of U.S. Milk

Production, 2001-2007
Data Source: US Dairy Export Council

8.3

7.5

% of milk production




Costs Up

Substantially

U.S. Average Purchased Feed Cost,
2002-2008
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Trends &
Background
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Size of Average U.S. Dairy Farm
1992 - 2007
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Farm Size Trends...

% of Milk in U.S. by Farm Size

200499 500999 1,000-1999 2000+ Tota
200%  050% 0% 0%  260%
5 13%  130%  150% 99.4%
16w 3% U3 B8  75.0%

U.S. Annual Milk Production
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Production Per Cow
1997-2007

22,000

HU.S.
20,000 B Northeast
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The 3,000 biggest farms in the
U.S. produce more milk than
any single country in the EU!
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Regional Changes
10-Year Milk Shed Shift
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Pct Change in Annual Milk Production ¢
3-Year Average: 1995-1997 / 2005-2007

M Increase greater than 25%  (10)
B Increase from 10 to 25% @
O Increase from 0 to 10% ©)
[[] Decrease from 0 to 10% 6)
Il Decrease from 10 to 25% (6)
M Decrease greater than 25%  (13)

-41%

Why the Shift West?

Land availability &
price

California Real
Estate $$

State incentives

Environmental
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Opportunities and
Challenges

World Milk Production Growth
Selected Countries, 2000 vs 2006

Data Source: FAPRI

billion pounds

China US. AgBraz India ~ NZ  Ukraine Mexico Russia  Aus EU




Reduced World Inventories

Global Year-end Dairy Product Investories
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Low World Stocks =
Upward Price Pressure

& More Volatility




RNB Per Person

China's GDP Per Person, RNB, 1953-2005
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RNB = Renminbi, official currency of Chir?/—\;
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* China GDP has almost doubled since 2000
« RNB 14,000 =$ 1,866
» U.S. GDP per person = $ 44,000

U.S. History of Exports

e 1950 — 1995
“Anyhow Exporter”

« 1995 - 2000
Farm Leadership
Interest in Exports

e 2000 — Present
Industry Very
Focused on Exports

17



US Attitude on Dairy Exports

* Previous
— Sell what we make
— Price takers
— Other countries lead world sales
e Current
— Listen to customer needs
— Want to be price makers
— Desire to represent ourselves on sales

Slumping Value
of the U.S. Dollar

On Purpose?
How Much Did it Help Exports?
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Ethanol Boom or Bust...

Ethanol’s story: fuel, feed and folly

Which biofuel will emerge as king of the market?
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Biofuel ...
Is It Good U.S. Policy?
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IS Sustamab|llty a Passmg Fad?

If Carbon Footprint
IS Important
How Do We Rank?
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Carbon Footprint
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Technology
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Industry Consolidation

Processors
Cooperatives
Dairy Farms

Federal Orders
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Cooperatives
Working
Together

Will rbST RIP?
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Starbucks: Hold the Hormones
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Immigration
Reform

Can the U.S. Dairy
Industry Continue
To Grow?
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New Technology

e Remove Water

» Genetics

» Robotics

e Fractionalization

Will U.S. Farms
Invest Qutside the
U.S.?
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Thank You
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