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Dairy Margin Coverage Program for 2024

On February 23 USDA’s Farm Service Agency (FSA)
announced the details for dairy producers to enroll in
the Dairy Margin Coverage (DMC) program for 2024.
DMC is a voluntary risk management program that
offers protection to dairy producers when the difference
between the all-milk price and the average feed price
(the margin) falls below a certain dollar amount
selected by the producer. Tier 1 coverage is available
for up to 95% of a
dairy’s historical

dairy operations to make a one-time adjustment to
established production history. This adjustment will
be accomplished by combining previously established
supplemental production history with DMC production
history for those dairy operations that participated in
Supplemental Dairy Margin Coverage during a prior
coverage year.

During its five-year history DMC has provided a very
effective safety net for
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and ends April 29, 2024. For those who sign up for
2024 DMC coverage, payments may begin as soon
as March 4, 2024, for any payments that triggered in
January 2024. Producers who wait until the end of
the enrollment period will be eligible for January and
February indemnity payments, if warranted by DMC
price data. However, the sooner a producer enrolls, the
sooner any earned indemnity payments will be made.

A revision to the 2024 program allows eligible

of dairies last year.
However, the program provided a positive return each
year for participating herds.

With the sign-up period for 2024 now open, producers
will be making enrollment decisions. The FSA web site
includes a Decision Tool to provide guidance.
https://dmc.dairymarkets.org/

Based on FSA’s current feed costs and milk price
projections, shown in the table below, DMC will only
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provide an indemnity payment for $9.50 coverage
for January and February production. However, the
simulator forecasts corn prices to be between $4.07 and
$4.27 per bushel from March through December and to
average $4.22 for the year. The simulator also projects
the all-milk price to range between $21.24 and $23.37
per hundredweight during the same nine months and to
average $21.89 for the year. Those would be the lowest
corn prices since 2019 and 2020 which averaged $3.75
and $3.50 per bushel, respectively. Those same two
years the all-milk price averaged $18.60 and $18.32,
respectively. A time-worn dairy industry adage is that
it’s tough to have high milk prices concurrent with low
corn prices.

Producers should also view DMC in terms of what it
is designed to be, an insurance program. “Dairy Margin
Coverage is proven to be a program to reduce risk for
our dairy producers,” said FSA Administrator Zach
Ducheneaux. “If 2023 taught us anything, it’s that we
honestly have no idea what will happen in the market in
any given year. Producers who took advantage of this
affordable risk management tool for the 2023 program
year, were able to mitigate some financial impacts
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on their operations. At $0.15 per hundredweight for
$9.50 coverage, risk protection through Dairy Margin
Coverage is a relatively inexpensive investment in a
true sense of security and peace of mind.”

USDA also offers other risk management tools for
annual production in excess of five million pounds.
The Dairy Revenue Protection (DRP) plan protects
against a decline in milk revenue (yield and price).
The Livestock Gross Margin (LGM) plan provides
protection against the loss of the market value of milk
minus the feed costs. Both DRP and LGM livestock
insurance policies are offered through the Risk
Management Agency. Producers should contact their
local crop insurance agent for more information.

This year producers have the luxury of delaying their
DMC enrollment decision until after prices are known
for the first two months and price projections for the
remainder of the year are more in focus. However,
based on the previous five years of the program, the
smart move looks to be to enroll up to five million
pounds of production for the $9.50 coverage.

Coverage Choice Covered Prod Total Premium

Seléet Year Annual Historic Production @ Covarign Peicantage é Level History (Ibg) siout
$9.50 4750,000  $7,125.00
2024 ~ 5,000,000 9% v Tier 2 Coverage Level s8.00 et ‘ .
_— 4750000  $7,125.00
MONTH FORECAST (5/CWT) FORECAST(S/BU) | EORECAST (5/7ON) “ToRecasT (s710M  FoRseasT /cwh FORECAST (5/CW)
Jan $19.86 $4.80 $253 §378.40 $11.40 $8 46
Feb $20.40 $4.51 $253 §374.88 $11.06 $9.34
Mar $21.44 $4.27 $237 $349.76 $10.40 $11.04
Apr $2163 $4.14 $229 $341.31 $10.09 $11.54
May $21.72 $4.08 $231 $337.73 $10.03 $11.69
Jun $2179 $4.07 $229 $337.84 $9 98 $11.81
Jul $21.90 $4.07 $229 $339.46 $9.99 $11.01
Aug $2223 $4.09 $230 $341.46 $10.05 $12.18
Sep $22.65 $412 $231 $342.45 $10.10 $12.55
Oct $23.13 $4.14 $232 $34278 $10.14 $12.99
Nov §23.37 $418 $243 $344 .00 $10.34 $13.03
Dec $22.95 $4.21 $240 §34567 $10.34 $12.61
2024 $2192 $4.22 $236.48 $347.98 $10.33 $11.59
*Price and margin estimate date: February 26, 2024
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