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What you need to know 

• GDT wasn’t as weak as expected, but it was 

still down 3.9%, driven by SMP and WMP 
 

• Jan. EU exports were better than expected 

thanks to cheese/butter, SMP was weak 
 

• Covid-19 is changing consumption patterns in 

the US and Europe, which will likely be net 

negative for dairy demand 
 

• Weaker global economic growth isn’t good 

news for dairy demand either 

The tricky parts is figuring out whether the 10% drop in prices today 

was the blow-off bottom or the 10% drop tomorrow will be the 

bottom. Very strong retail sales in the US are keeping physical sup-

plies in balance or a little tight, but consumers are now stocked up 

and the retail side will cool down. About 24 states have temporarily 

banned dine-in service at restaurants. So food service demand will 

be dropping swiftly and significantly in coming weeks. Black Box In-

telligence said foodservice sales were only down about 3% last 

week, but we’re headed for at least a 10% decline and probably 

more like 20-30%. Butter prices have been hit hard, and with re-

duced cream going into foodservice and more cream coming from 

bottling operations the price drop makes some sense. 

Market Summary 
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CME Class III and NZX WMP Futures Prices
(April 2020 Contracts)

CME Class III NZX WMP (RHS)Source: CME, NZX

Cheese Last (lb.) Chg. Last (MT) WMP Last (lb.) Chg. Last (MT)

CME Blocks (Wk Avg) $1.86 $0.07 $4,101 US $1.70 -$0.08 $3,748

CME Barrels (Wk Avg) $1.45 -$0.01 $3,188 Dutch $1.46 -$0.05 $3,218

EU Gouda $1.61 -$0.06 $3,558 GDT (Avg) $1.27 -$0.07 $2,797

GDT Cheddar (Avg) $1.99 $0.05 $4,398

Dry Whey

Butter Central US $0.35 -$0.01 $772

CME Spot (Wk Avg) $1.72 -$0.10 $3,784 EEX Index $0.33 -$0.03 $732

EEX Index $1.69 -$0.07 $3,715

GDT (Avg) $1.88 $0.01 $4,144 US WPC34 $1.02 $0.00 $2,238

US Lactose $0.31 $0.00 $683

SMP/NFDM

CME Spot (Wk Avg) $0.98 -$0.08 $2,169 Rennet Casein

EEX Index $1.16 -$0.08 $2,552 US $4.53 $0.03 $9,979

GDT (Avg) $1.15 -$0.10 $2,527 GDT (Avg) $4.53 $0.04 $9,987
Sources: CME, USDA, EEX, GlobalDairyTrade, Dutch Dairy Board, FRED USD/euro rate used: 1.087, -0.037

Dairy Prices (USD)

https://blackboxintelligence.com/restaurant-industry-news/the-black-box-perspective-on-coronavirus/?utm_source=email&utm_medium=email&utm_campaign=blog&utm_content=covid+19
https://blackboxintelligence.com/restaurant-industry-news/the-black-box-perspective-on-coronavirus/?utm_source=email&utm_medium=email&utm_campaign=blog&utm_content=covid+19
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Product Markets 

Cheese: Some of our customers are telling us that retail cheese sales 

were double year-ago levels over the past week. That could temporari-

ly help to keep the cheese market supported while the retail pipeline 

restocks. We think about 45% of US cheese clears through foodservice, 

with half of that being on pizza. We’ve heard anecdotally that pizza 

delivery has been very strong which could dampen the overall nega-

tive impact on cheese movement through foodservice but the CME 

block price is still expected to fall after retail refills. 
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Powders: NFDM/SMP prices have collapsed around the world. While I 

see a strong bearish story for butter (supply side), but the things driv-

ing the supply side for butter shouldn’t drive powder production high-

er. So I think the powder weakness is due to global demand with a re-

cession now expected and oil prices down 50% from the start of the 

year. Logistics issues with containers may be playing into it too, but if 

that were the case you would expect more downward pressure on 

whey prices which hasn’t shown up yet. 

Butter: I can see the bearish story for butter with cream moving out of 

foodservice and more cream coming off bottling operations short-

term. We could be looking at butter production up 10-15% or more in 

April/May. Even with that kind of production growth, the forecasted 

stocks/use still points to the possibility of a little price strength from 

current levels. Although if production is up 20-25%, the chances look 

slim. 
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In-Depth Analysis - DRAFT - Coronavirus in the USA 

The more I learn about any dataset, the less I like it. I had a mild epipha-
ny Saturday night. I remembered that the US government released data 
on food expenditures broken down by food “at home” and “away from 
home”. So I got up Sunday morning, found the data, built some statisti-
cal models that connected the food expenditure data by category back 
to total dairy consumption and then ran some different scenarios given 
the expected sharp drop in food sales “away from home” and the in-
crease in food sales at grocery stores to see what impact they would 
have on total dairy demand and prices. I did a very nice analysis and a 
write-up, then I went digging into the data a little closer and found that 
food “at home” included restaurant meals delivered to homes and burg-
ers brought home from the drive through. So I scrapped the earlier anal-
ysis and put this together. 

 

For this analysis I’ve re-organized the data and created two categories 
called grocery and foodservice. Grocery expenditures are pretty much 
what you would assume while foodservice includes food that is pur-
chased from restaurants but consumed at home. With the data broken 
down this way, foodservice accounted for an estimated 56.8% of US 
food expenditures in 2019. If we break foodservice into smaller catego-
ries, limited-service restaurants are the single biggest category, fol-
lowed by full-service and then foodservice at home and schools/
colleges. With at least 24 states closing or restricting dine-in sales at res-
taurants we are going to see a significant drop in sales for all restau-
rants, but particularly for full service. Arguably, some of the decline will 
be offset by increased drive through and to-go orders. But having sat in 
a lines of cars trying to get through the drive through mid-day on a 
weekday, it’s clear that there are capacity constraints to the drive-
through/curb-side delivery systems. 
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In-Depth Analysis - DRAFT - Coronavirus in the USA (cont.) 

I put together some models connecting expenditures on groceries/
foodservice, dairy prices and total milk equivalent consumption in 
the US. I put together a baseline forecast based on trend increases 
for grocery/foodservice, and then I started plugging in different de-
clines in foodservice/increases in grocery sales to see what would 
happen to total dairy demand and prices. I am NOT real confident in 
the models, but their output is interesting. For example, if restau-
rant sales are down 40% for 3 months, the models are saying total 
milk equivalent consumption in the US will be down 3.5% from 
trend, which would knock 23.2% off milk prices.  

 

The numbers do look half-way reasonable, but I don’t want to put 
too much faith in them. The numbers do not take into account how 
the lower prices will impact consumption or how the lower prices 
will impact milk production. Those shifts would take a few months 
to happen and there could also be some nonlinearities for larger 
sales declines so I have left some of the price impacts off the table. 

 

One benefit to dairy demand might be the lower cost of dairy at retail versus 
foodservice. A glass of milk at a restaurant often costs the same as a gallon 
of milk at retail. Adding a slice of cheese to your burger might cost 50 cents 
at a restaurant while that 50 cents will buy you 3 slices in the store. Theoreti-
cally the model accounts for this, but I’m not sure how it plays out in the real 
world. Overall I think we have to assume the closed restaurants and restrict-
ed travel are going to reduce overall dairy consumption. Retail food sellers 
are short-term winners. Restaurants setup primarily for delivery (like pizza) 
will fare better than those focused on dine-in (steak houses). At least that is 
what the stock market is suggesting (graph next page). 

-10% -20% -30% -40% -50% -60% -70%

1 -0.3% -0.6% -0.9% -1.1% -1.4% -1.7% -2.0%

2 -0.6% -1.2% -1.7% -2.3% -2.9% -3.5% -4.0%

3 -0.9% -1.7% -2.6% -3.5% -4.4% -5.2% -6.1%

4 -1.2% -2.3% -3.5% -4.7% -5.8% -7.0% -8.2%

5 -1.4% -2.9% -4.4% -5.9% -7.3% -8.8% -10.3%

6 -1.7% -3.5% -5.3% -7.1% -8.9% -10.6% -12.4%
Source: INTL FCStone Calculations, Estimates and Wild Guesses
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1 -1.9% -3.8% -5.7% -7.7% -9.6% -11.5% -13.4%

2 -3.8% -7.7% -11.5% -15.4% -19.3% -23.1% -27.0%

3 -5.7% -11.5% -17.4% -23.2% -29.0% -34.9% -40.7%

4 -7.7% -15.4% -23.3% -31.1% -38.9%

5 -9.6% -19.4% -29.3% -39.1%

6 -11.5% -23.3% -35.3%
Source: INTL FCStone Calculations, Estimates and Wild Guesses
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In-Depth Analysis - DRAFT - Coronavirus in the USA (cont.) 

I pulled stock prices for some of the larger publicly traded restaurant 
companies and sorted them into categories based on the volume of 
sales that likely happen in-restaurant. The overall decline in stock prices 
over the past month has been quite amazing, but companies focused on 
full service and dine-in service have generally been hit much harder than 
pizza and quick serve (QSR) chains.  

 

 

With a large number of schools closing down there have been a lot of 
discussion and concern about a drop in fluid milk consumption. I found 
some data on the number of school aged kids in the US and I made 
some assumptions about the percent of kids in each age group that are 
likely drinking milk at school. It looks to me like something in the range 
of 12-18% of liquid milk consumption was happening in schools. Anecdo-
tally I’ve heard as high as 20%. Many of the kids no longer going to 
school will be drinking just as much or more milk at home. The biggest 

concern is proba-
bly with low in-
come house-
holds where milk 
might not be a 
regular staple. 
We’ve heard an-
ecdotal comments that the USDA is searching out UHT milk to supply to schools who are 
planning on distributing bagged lunches to kids. Liquid milk absorbs less than 20% of total 
milk solids, which means liquid milk at school is absorbing less than 3% of total US milk. If 
none of the kids were drinking any milk at home, this would be a big deal, but I think the 
impact is going to be mild with many kids drinking just as much or more milk at home (I 
know mine are). 

Population 

(Millions)

Percent 

Drinking Milk 

at School 

(estimate)

Pounds of 

Milk/Month 

(Millions)

Ages 0-5 24.5 15% 59.3

Ages 6-11 24.3 75% 293.9

Ages 12-17 25.2 60% 243.8

Total 596.9
% of US consumption 15.6%

Source: USDA, US Census, INTL FCStone Calculations and Estimates

Estimated Fluid Milk Consumption in US Schools

Pizza Index: Dominos, Papa Johns 

QSR Index: McDonalds, Burger King, Taco Bell, KFC, Pizza Hut, Jack in the Box, Wen-

dy’s, Shake Shack 

Fast Casual Index: Chipolte, Potbelly 

Full Service Index: Outback, Chili’s, Olive Garden, Cracker Barrel, Texas Roadhouse, 

Cheesecake Factory, Denny’s, Red Robin 

Dine-in: Dave & Busters, Ruth’s Chris 
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This material should be construed as market commentary, merely observing economic, political and/or market conditions, and not intended to refer to any particular trad-

ing strategy, promotional element or quality of service provided by INTL FCStone Inc. or its subsidiaries.  

 

INTL FCStone Inc. provides financial services worldwide through its subsidiaries in accordance with applicable law in the jurisdictions where services are provided. INTL FCStone 

Markets, LLC (“IFM”), is a member of the National Futures Association (“NFA”) and provisionally registered with the U.S. Commodity Futures Trading Commission (“CFTC”) as a 

swap dealer. All references to over-the counter (“OTC”) products or swaps are made solely on behalf of IFM. IFM’s products are designed only for individuals or firms who qual-

ify under CFTC rules as an ‘Eligible Contract Participant’ (“ECP”) and who have been accepted as customers of IFM.  Any recipient of this material who wishes to express an in-

terest in trading with IFM must first prequalify as an ECP, independently determine that derivatives are suitable for them and be accepted as a customer of IFM.  INTL FCStone 

Financial Inc. (“IFCF”) is a member of the NFA and registered with the CFTC as a Futures Commission Merchant (“FCM”) and Commodity Trading Advisor (“CTA”). References to 

exchange-traded futures and options are made on behalf of the FCM Division of IFCF., and INTL FCStone Ltd. (“IFL”), registered in England and Wales, Company No. 5616586, 

authorized and regulated by the Financial Conduct Authority.  In Ireland, the activities of IFL are subject to supervision of conduct of business rules by the Central Bank of Ire-

land.  

 

The trading of derivatives such as futures, options, and OTC products or “swaps” may not be suitable for all investors. Derivatives trading involves substantial risk of loss, and 

you should fully understand those risks prior to trading. Information presented has been obtained from sources believed to be reliable, but is not guaranteed as to accuracy. 

Any examples given are strictly hypothetical and no representation is being made that any person will or is likely to achieve results similar to those examples. Neither this infor-

mation, nor any opinion expressed, constitutes a solicitation to buy or sell futures or options or futures contracts or OTC products nor does it constitute an offer of professional 

investment or financial advice 

 

© 2020 INTL FCStone Inc. All Rights Reserved. 


