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Background on Eric Meyer

« 2000 - 2005 — Downes-O’Neill LLC & eDairy, Inc.

— Vice President of Marketing & Operations

— Helped grow dairy brokerage business by spearheading educational risk management
seminar series and annual Outlook Conference

2006 - 2008 — Sara Lee Corporation

— Category Manager — Dairy & Corn Sweeteners

— Worked with over 20 different cheese and corn syrup suppliers supplying raw materials to
over 70 Sara Lee bakeries and meat plants

— Managed $100MM annual dairy spend and $45MM annual corn sweetener spend for all of
Sara Lee North America

— Active in hedging natural and process cheese, cream cheese, butter and corn using futures
and options

e 2008 — Present: Downes-O’Neill, a division of FCStone/INTL

— Working with dairy producers, processors and end-users to educate and implement price risk
management programs using futures, options and OTC swaps
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UNDERSTAND-SIMPLIFY+-SUCCEED

Today’s Agenda

= Current View of Dairy Commodity Pricing

» Fundamental Analysis

= 2011 Dairy Price Forecasts

Commodity Risk Management 800-504-5620 eric.meyer@fcstone.com
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S/l Weekly Block Cheese Prices
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Historically Low Milk & Dairy Commodity Prices -- WHY??

Global Recession led to weak domestic and international demand

Oceania milk production recovery

Government programs (MILC, DELAP) provided dairymen with direct payments

Banks kept dairies afloat longer than expected, mild Midwest weather contributed
to a seven month lag before Y/Y US milk production declined

Cheese production remained strong, butter production suffered as more milk was
available in Midwest vs. West

Historically High Butter Price — surging global butterfat demand, low inventories

Increasing cheese prices — domestic & export demand increasing, heavy domestic inventories

Rebound in Milk Production much stronger than expected

Feed costs surging, general commodity inflation?

Commodity Risk Management 800-504-5620 eric.meyer@fcstone.com
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Market Outlook — Milk Production

Oct Milk Production UP 2.9% Milk Per Cow UP 45 Ibs vs. Oct 09

YTD Milk Production UP 1.6%  Milk Cows UP 22k since Oct 09
Milk Production - United States
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Market Outlook — Milk Production

Milk Production - Wisconsin
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Cold Storage — Cheese Outlook

 American Cheese Stocks UP 10.2% vs. Oct 09
» Total Cheese UP 7% vs. Oct 09 (1.037 billion Ibs)

® Largest Oct total cheese stocks since 1984

U.S. Natural American Cheese Stocks
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Cold Storage — Butter Outlook

Butter Stocks DOWN 43.3% vs. Oct 09
Lowest October Total since 2005

U.S. Butter Stocks
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CME Weekly Butter Stocks
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Dairy Products — Cheese

 American Cheese Production UP 4.1% vs. Oct 09
» Total Cheese UP 3.5% vs. Oct 09
 YTD Total Cheese Production UP 3.0%, Am Cheese UP 1.4% YTD

U.S. American Cheese Production
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Dairy Products — Butter

» October Butter Production UP 7.5% vs. Oct 09
Butter Production DOWN 2.4% YTD vs. 2009

U.S. Butter Production
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Dairy Products — Dry Whey

 YTD Dry Whey Production UP 1.2% vs. 2009, DOWN 5.9% vs. 2008

U.S. Dry Whey Production
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Dairy Products — Dry Whey Stocks

* October Commercial Dry Whey Stocks UP 5.3%, DOWN 31.4% vs. 2008

U.S. Commercial Stocks - Dry Whey
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Dairy Products — NFDM

e YTD NFDM Production UP 1.7% vs. 2009
U.S. NFDM Production
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Commercial Disappearance — Cheese

 YTD American Cheese UP 0.7% vs. 2009, UP 4.2% vs. 5 Yr Avg
* YTD Total Cheese UP 3%, UP 3.9% vs. 5 Yr Avg
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Commercial Disappearance — Butter
e YTD Butter UP 5.2% vs. 2009, UP 6.5% vs. 5 Yr Avg
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US Dollar Index Historical Chart
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Cheese Exports
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International Cheese Prices
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International Butter Prices
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Dry Whey Exports
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Metric Tons

NFDM/SMP Exports
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CME Block Cheese Price Actuals & Forecasts

§1.90
2009 Average: $1.2961
$1.80 4 2010 Average: $1.5084
2011 Average: $1.5873
$1.70 | 0509 Average: $1.5282 /—“*\
$1.60 - //
) 51.50 -
Z
) 51.40 -
51.30 4
§1.20 -
51.10 -
$1.00 - - - -
JAN FEB | MAR | aAPR | MAY | JIN JUIL | Ave SEP o | Nov | DEC
——2009 SL.0B33 | S12171 |51.2488 [ S1.2045 [ 511394 [ 511383 [s11516 | 13471 [ s13204 | S1.4700 | s1.5788 | s1.6803
—=—2010 S1.4536 | S14526 | 512976 | S14182 | 514420 | 513961 | S1.5549 | 516367 | S1.7374 | S1.7246 | S1.4618 | s15250
2011 SL5125 | $14900 | 514200 | SL4750 | 51.5000 | S1.5300 | SL6100 | S1.6650 | S1.6950 | S1.7500 | S1.7300 | S1.6700
2012 SL6300 | S15600 | 515000 | S1.5750 | 51.6200
05-09 Ave. | 14375 [ 514504 [ 514203 | 514513 | s1.5242 [ 515758 | s1.5308 | 515405 [ 16111 [S1.5689 | 51.6263 | 51833
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CME Grade AA Butter Price Actuals & Forecasts

5235
$7 75 2009 Average: $1.2427
25 A
2010 Average: $1.7176
$2.15 4 2011 Average: $1.5925
- 05-09 Average: $1.2427
§2.05 - s
$1.95 -
51.85
P $1.75 -
= _
- 51.65
$1.55 -
§1.45 + .\./ /\
51.35 4
51.25
51.15 4
51.05 - - - -
JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC
—4—12009 $11096 | 51.1097 | 11770 | s1.2042 | s1.2526 | s12235 | s1.2349 | s12008 | s1.2199 | s12830 | s1.5008 | 513968
—a— 2010 $13950 | S1.3561 | S14641 | S1.5460 | S1.5896 | S1.6380 | SL.7787 | S1.9900 | $2.2262 | 52.1895 | 51.9280 | S1.5100
2011 $14900 | S1.4750 | S1.4500 | S1.4950 | S1.5100 | S1.5300 | S1.5800 | S1.6250 | SL6750 | S1.7500 | SL.8000 | S1.7300
2012 S16500 | S1.5750 | 15200 | 51.5800 | S1.6100
05-09 Ave. | $12947 | 512689 | S13126 | S1.3247 | SL.3580 | S1.3842 | SL4100 | S1.4529 | SL.4623 | SL4516 | S1.4388 | S13024
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Central Mostly Whey Price Actuals & Forecasts

50.40
$0.35 - e ___‘%
50.30 A
=
o5
50.25 A
> Avayr . .
$0.20 - 2009 Average: $0.2617
2010 Average: $0.3556
2011 Average: $0.3569
05-09 Average: $0.3395
50.15 . . . . mp— :
JAN FEB | MAR | APR | MAY | JUN JUL AUG SEP ocT | NOw DEC
—o— 2009 $0.1661 | S0.1578 | S0.1705 | S02053 | $0.2375 | SD.2701 | $02922 | S0.3000 | S03061 | $0.3295 | $0.3443 | 503613
—a—2010 $0.3761 | S0.3782 | S0.3707 | 503482 | 50.3450 | $0.3450 | 503427 | 50.3450 | 503439 | 503514 | 503860 | 503652
2011 $0.3450 | $0.3400 | $0.3300 | $03350 | S0.3400 | $0.3825 | S03575 | S0.3650 | S03728 | 503828 | 503850 | S0.3773
2012 $0.3600 | $0.3475 | $0.3350 | $03325 | $0.3300
05-09 Ave. | 503202 [ $0.3346 | 503467 | S03538 | 50.3510 | 50.3584 | 503525 [ 50.3348 | 03168 | 50.3229 | $0.3387 | 503432
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Western Mostly NFDM Price Actuals & Forecasts

] \ . e
NS 4

$1.3500

S $1.0500 -
50.9500 A
2009 Average: $0.9480
50.8500 - - 2010 Average: $1.1879
— " M 2011 Average: $1.1929
05-09 Average: $1.1595
50.7500 . . . - — ,
JAN FEB | MAR | APR | MAY JUN JUL ATC SEP ocT | NOW DEC
——2009 $0.8111 | $0.7963 | S0.8029 | S0.8147 | S08258 | S0.8300 | S0.8267 | S0.9289 | S0.9873 | 11496 | S12661 | S13368
—a—2010 $1.3008 | SL0739 | SLOG61 | S1.1775 | $12825 |S12922 | 512038 | S11236 | SL1732 | $11920 | S11921 | S11775
2011 $11575 | SL1500 | SL1425 | S1.1450 | §11650 |S1.1725 |SL1875 |S1192§ | SL2275 | $12825 |S12728 | S12800
2012 $12375 | SL2125 | SL1900 | $1.2080 | $12500
0509 Ave. | 10525 | SL.0215 | S1.0361 | SLI010 [ S11703 |S512276 | SL.2358 | S1.2381 | $1.2273 | §12192 | S12046 | 511797
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Class III Actuals & Forecasts

$17.00
$16.00 - \\
$15.00 - va
$14.00 -
i
£ $13.00 -
-
o5
$12.00 -
$11.00 -
2009 Average: $11.36
2010 Average: $14.44
$10.00 2011 Average: $14.88
05-09 Average: $14.55
$9.00 - . . . — .
JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOX DEC
——1009 510.78 §0.31 510.44 510.78 50,84 5987 5097 §11.20 §11.11 51152 514.08 514,98
——2010 514.50 §14.18 511.78 51192 51338 §13.62 513.74 §1%.18 §16.16 51694 §15.55 §14.15
2011 514.28 51426 513.83 51369 51393 514.12 514.67 51523 515.75 51622 516.33 516.22
2012 515,86 §15.19 514.62 51440 1501
05409 Ave, | 514.24 513,48 51372 51383 514.04 515,12 514.97 514.60 515.01 51505 515,00 515.54
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Class 4b Actuals & Forecasts

§16.00
§15.00 - /./ »
/ /
514.00 -
_ $13.00 -
=
o
512.00 -
511.00 -
2009 Average: $11.05
$10.00 4 2010 Average: $13.27
2011 Average: $14.05
0509 Average: $14.06
59.00 ¥ - - -
JAN FEB MAR | APR | MAY | JUN JL AUC SEP ocT | NOv DEC
—4—2009 $9.02 | S10.11 | S10.45 | SI1041 | S9.84 | S9.52 | S939 | SI1L29 | S1140 | SI2.69 | $13.76 | S15.04
—-—2010 $12.72 | 51295 | S11.13 | S1230 | S12.40 | S12.23 | $13.37 | S14.39 | S1548 | S1566 | S13.14 | S13.42
2011 $13.29 | 513.06 | S12.36 | S1281 | S13.17 | S13.47 | 51428 | S14.84 | S1514 | S1570 | S15.50 | S14.89
2012 s14.49 | 51378 | 51317 | 51393 | s14.38
05-09 Awe. | 513.07 | §13.18 | S13.8 [ 51343 | 51402 | 51482 | S14.40 | 51413 [ 51469 | S1442 | 51473 | S14.64
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Class IV Actuals & Forecasts

$18.00
$17.00 -
$16.00 -
515.00 -
g $14.00 -
* 513.00 S
512.00 -
$11.00 - 2009 Average: $10.89
~ 2010 Average: $15.06
$10.00 -+ Q\’__,_a——‘_’/ v — 2011 J‘tTEl'ﬂgE: $14.-.|"-.|"
05-09 Average: $13.57
$9.00 - - - -
JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC
——2009 $9.59 | $9.45 | S9.64 | S982 | s1014 | S10.22 | S1005 | S1038 | SI1L15 | S1186 | S1325 | S15.01
—w—2010 $13.85 | S12.90 | S12.92 | S13.73 | S1529 | S15.45 | 51575 | 51561 | S16.76 | S17.15 | S16.71 | 51462
2011 $14.14 | S14.00 | $13.99 | S14.00 | S1423 | S14.40 | S14.54 | S1475 | S1515 | S1576 | S1609 | 51617
2012 51576 | S15.24 | 51482 | S14.79 | s1s27
05-09 Avg | S12.63 | S12.13 | S12.17 | 512.69 | 51328 | S13.89 | 51435 | 51459 [ 51461 | 51438 | 51418 | S13.88
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Class 4a Actuals & Forecasts
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$10.00 - * 2011 Average: $14.71
W 05-09 Average: $13.16
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$9.00 JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC
——1009 59.53 3940 5967 §9.79 510.03 510.046 510,02 51011 511.08 511.54 513,16 514.76
—g—1010 513.7% 511.54 511.54 §13.49 §13.95 515.16 51562 51569 51661 516.65 516.33 514.17
2011 513.96 513.83 513.63 513.88 $14.10 514.27 51463 514.52 51533 515.88 516.33 515.85
2012 51533 514.79 514.34 §14.76 $15.26
0509 Avp, | 51237 511.51 511.95 511.16 511.58 511.91 51371 51414 1447 $14.13 §13.97 513.56
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Key Indicators to Keep in Focus for 2011

SUPPLY DEMAND
*  Recovery in butter production « Retail/Food Service Demand
* Heavy cheese inventories _ — What impact will high prices have?
e Global Milk Production — Oceania, Europe,
usS
 US Dollar Volatility
e US & World Government/Trade Policy — Can accelerate (or shut off) dairy
— US: Farm Bill, Changes in Dairy exports
Pricing?
— EU: Continue to ease government :
regulations J  Global Prices/Demand
— Export barriers (Russia, China, — Global dairy demand outlook
Mexico) positive
. — Fonterra Global Dairy Trade
e Dairy Farm Income Over Feed semi-Monthly Auction
— Will have direct impact on cow
exchanges

* Regional Production Differences

e CWT - Export Assistance ONLY

Commodity Risk Management 800-504-5620 eric.meyer@fcstone.com
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To Sum It Up...

 Market Volatility will continue and without
predictability

e Learning and using these tools to manage
margins will be imperative to operating a
successful dairy for the long haul

* Ask questions and get started!
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The Bottom Line

FC Stone/Downes-O’Neilll mission is to deliver bottom line results to our
clientele.

Eric Meyer

Downes-O’Neill, a division of FCStone
eric.meyer@fcstone.com 312-456-3611

Thank you!
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