
2026 Wisconsin Agricultural Outlook Forum

Dairy Situation and Outlook
January 27, 2026

Leonard Polzin

Dairy Markets and Policy Outreach Specialist
University of Wisconsin-Madison, Division of Extension

lpolzin@wisc.edu



Market Drivers Impacting the Dairy Industry
New Processing 
Demand for Milk

High Beef Prices: 
Revenue Stream, 
Culling Decisions

Policy: Tariffs, 
Labor, ?’s

More Supply 
Domestically and 

Globally

Phantom Supply: 
Production of Milk 

Solids

Mixed Market 
Signals
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What “Normal” Looks Like

Time Period
Ave Annual 
Processing 

Investment ($) (Capex)

Ave Annual Output 
Growth (%)

Last 20-50 Years $1-2 billion 0.8-1.0% 

Current Wave 
(2024-2028)

● $11B over 3-4 years
● ($2.8-3.7B per year)

(2X-3X normal)

+4-6% of U.S. Milk 
Supply

Sources: Census ASM NAICS 3115, Federal Reserve IP Index, USDA NASS



Estimated more than
$11 Billion investment 
in processing.

WalMart (2026)
Robinson, TX (Fluid)

$350 Million

Fairlife, New 
York (Fluid)
$650 Million

Source: Ever.Ag
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Milk Cows, Year on Year (Dec 2025)



Key Takeaways on U.S. Dairy Processing Growth

• >$11B announced, 50+ projects, 19 States, 2024-2028
• ~40% to ~70% of the $11B is likely online or commissioned
• Corresponds to ~5% to ~15% of U.S. milk supply.
• So far milk has arrived from ~70% herd growth, ~30% 

productivity growth

• Categories are (IDFA):
• Cheese: ~$3.2B
• Milk/cream: ~$3.0 - 3.9B
• Yogurt/cultured: ~$2.8B
• Butter/powders: ~1.6B
• Ice cream: ~$0.5B



2025 YTD = 2.26% (as of Nov)
Change in Milk Production

2025 YTD = 4.07%  (as of Nov)
Change in Solids Production

Source: USDA National Agricultural Statistics Service (NASS), Milk Production Report© : L. Polzin, UW-Madison



Source: USDA NASS, UDM-Bozic Milk Production © : L. Polzin, UW-Madison
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Source: CLAL, © : L. Polzin, UW-Madison
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U.S Total Dairy Exports YTD (Oct 2025) 

Source: https://www.usdec.org/economics-and-data/usdec-data-hub © : L. Polzin, UW-Madison
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Beef Market Contribution to Milk Revenues
($/cwt of milk)

Year Cull Cows 
($/cwt milk)

DBX Bull 
Calves 

($/cwt milk)

Total
($/cwt milk)

% of Gross Revenue 
(GR=Milk Rev + Beef Rev)

2018 0.93 0.75 1.69 10.37

2019 0.86 0.69 1.55 8.34

2020 0.87 0.71 1.58 8.61

2021 0.92 0.74 1.66 9.03

2022 1.06 0.86 1.92 7.96

2023 1.25 1.01 2.26 11.86

2024 1.61 1.31 2.92 13.58

2025 1.85 1.50 3.35 16.03
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AVG Class III Price=$16.70

AVG Class IV Price=$15.33

AVG Butter= $1.80

AVG Block Cheese=$1.66
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NDM
Inventories

Cheese 
Inventories

Butter 
Inventories

Dry Whey 
Inventories

Butterfat 
Price

Protein 
Price

Other Solids 
Price

Nonfat 
Solids Price

NASS 
Wholesale 

Butter Price

NASS Wholesale 
Block and Barrel 

Cheese Price

NASS 
Wholesale 
Whey Price

NASS 
Nonfat Dry 
Milk Price

Butter Make 
Allowance

Cheese Make 
Allowance

Dry Whey Make 
Allowance

NDM Make 
Allowance

Advanced 
Butterfat Pricing

Advanced Class III 
Skim Pricing

Advanced Class IV 
Skim Pricing

Class I 
Differential

Class II 
Differential

CME Butter 
Spot Market 

Price
Butter 
Sales

CME Cheese Spot 
Market Prices

Cheese 
Sales

Dry Whey 
Sales

CME Dry 
Whey Spot 

Market Price

CME NDM 
Spot Market 

Price

NDM 
Sales

Class IV Price

Class I Price

Class III Price

Class II Price

Class I 
Utilization

Blend 
Price

Portion of milk 
pooled

Farm Milk Price

Over-order 
premiums

Discount or 
premium for 

non-pooled milk

Market Supply 
Demand Balance

Farm Milk Supply

Dry Whey 
Production

Cheese 
Production

Butter Production

NDM Production

Class II 
Utilization

Class IV 
Utilization Class III 

Utilization

Farm Profitability 
(Margin)

Feed Costs Other CostsSource: L. Polzin, UW-Madison



Key Takeaways: Dairy Outlook

$18/cwt 
Milk Price

Mixed 
Market 
Signals

Price Pressure 
in the 2nd half 

of the year.



For more Information:https://go.wisc.edu/dairymarkets

https://go.wisc.edu/dairymarkets



