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Dairy 24 July 2026

At the time of publishing, Q2 2026 indemnities had not yet been released by USDA-RMA. As such, the most recent
quarter’s indemnity payments in this report are estimated using announced class and component prices and milk yields.

Overview & Key Points

e Estimated indemnities for Q2 2026 averaged $0.10/cwt, down $1.01/cwt from last quarter. After
factoring in producer premium costs, which averaged $0.34/cwt, the estimated net to producers was
a loss of $0.24/cwt.

e Just under 19.9 billion pounds of milk were covered under DRP during Q2 2026, the second-largest
total for the program, behind Q3 2020. 33% of the US milk supply was covered during the quarter.

e Setting aside yield adjustment factors (YAFs) and looking at class pricing alone, only Class Il
endorsements would have triggered indemnities in Q2 2026. The Class Il price settled below the
95% coverage level on 165 of 267 days (62% of the time), whereas Class IV never dropped below
the 95% level.

Total Effective Total Producer Estimated Total Estimated Total Net
Pounds Covered: Premium: Indemnities Paid: to Producers:

19.9 billion Ibs $68.6 million $20.1 million -$48.5 million

Share of U.S. Milk Average Producer Estimated Average Estimated Average

Supply Covered: Premium: Indemnity Paid: Net to Producers:
33% $0.34/cwt $0.10/cwt -$0.24/cwt

Source: USDA-RMA
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Q2 2026 Coverage Specs

= Class lll = Class IV = Class = Component

19%

Source: USDA-RMA

Coverage Performance by Horizon

Q2 2026 DRP Coverage by Horizon
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Note: Q2 2026 Class IV coverage was not offered until March 13, 2025 (the final days of nearby index 5).
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Effective Covered

Nearby Index Production Class lll Price ($/cwt) Class IV Price ($/cwt)
Number of Billion Share . .

Quarters Out Lbs (%) Min Max Avg Min Max Avg
5 0.087 0% 17.72 17.95 17.80 18.23 18.23 18.23
4 1.363 7% 17.65 18.39 18.07 18.19 19.90 19.38
3 6.407 32% 17.05 18.24 17.65 16.74 19.79 18.63
2 5.833 29% 16.31 17.20 16.90 14.52 17.42 15.93
1 6.186 31% 16.03 18.10 17.31 14.67 19.85 18.28

Source: USDA-RMA
Nearby Sales Effective Date
Index Range
5 12/16/24 - 03/15/25
4 03/16/25 - 06/15/25
3 06/16/25 - 09/15/25
2 09/16/25 - 12/15/25
1 12/16/25 - 03/15/26
Class lll and IV Futures Prices for Q2 2026 DRP Coverage
Class Il Price Class IV Price
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Source: CME
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Participation and Performance

Quarterly DRP Indemnities, Last Five Years

Actual Avg Indemnity Est Avg Indemnity % of All U.S. Milk Covered by DRP
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Sources: USDA-RMA, USDA-NASS

Impact of Yield Adjustments

The Yield Adjustment Factor (YAF) is calculated as the state or pooled production region’s actual yield
released in USDA's Milk Production report divided by the expected yield at the time of coverage. The
YAF can have a positive or negative impact on indemnity payments:

e YAF > 1: When the actual yield is greater than the expected yield, the potential indemnity is
reduced.

e YAF < 1: When the actual yield is less than the expected yield, the potential indemnity is
enhanced.
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Q2 2026 Expected and Actual Yields (Pounds)

State Expected Yield Releases Actual Yield
1 2 3 4 5 6 7 Yield Trend
California 6,141 5,894 6,010 6,010 6,093 6,211 6,273 6,174 \/_//\
Wisconsin 6,576 6,607 6,546 6,546 6,587 6,577 6,574 6,495 /\J‘\
ldaho 6,481 6,500 6,515 6,515 6,507 6,530 6,526 6,501 /“ﬁ\
Texas 6,667 6,643 6,577 6,577 6,649 6,648 6,635 6,639 \/“‘
New York 6,630 6,650 6665 6665 6604 6683 6,629 6,530 /_\/\
Michigan 7,186 7,211 7,127 7,127 7,115 7,117 7,130 7,004 L\
Minnesota 5,925 6,002 6,000 6,000 6,055 6,056 6,048 6,071 /—/4
Pennsylvania 5,400 5,435 5,484 5,484 5,389 5,442 5,415 5,411 / \/\_
lowa 6,284 6,310 6,219 6,219 6,314 6,311 6,306 6,331 ’\fJ
New Mexico 6,312 6,327 6,346 6,346 6,323 6,328 6,309 6,336 / \,\/
Source: USDA-RMA
Q2 2026 Yield Adjustment Factors by Release Period
State Expected Yield Releases Yield
1 2 3 4 5 6 7 Trend

California 1.0054 1.0475 1.0273 1.0273 1.0133 0.9940 0.9842
Wisconsin 0.9877 0.9830 0.9922 0.9922 0.9860 0.9875 0.9880
Idaho 1.0031 1.0002 0.9979 0.9979 0.9991 0.9956 0.9962
Texas 0.9958 0.9994 1.0094 1.0094 0.9985 0.9986 1.0006
New York 0.9849 0.9820 0.9797 0.9797 0.9888 0.9771 0.9851
Michigan 0.9747 0.9713 0.9827 0.9827 0.9844 0.9841 0.9823
Minnesota 1.0246 1.0115 1.0118 1.0118 1.0026 1.0025 1.0038
Pennsylvania 1.0020 0.9956 0.9867 0.9867 1.0041 0.9943 0.9993
lowa 1.0075 1.0033 1.0180 1.0180 1.0027 1.0032 1.0040

New Mexico 1.0038 1.0014 0.9984 0.9984 1.0021 1.0013 1.0043

CPSINGR 2/

Source: USDA-RMA
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Net to producers is equal to the indemnity paid minus the producer premium. Effective covered milk production is equal to the declared
production times the protection factor. Class Il versus IV coverage is calculated as the effective covered milk production times the class
price weighting factor or the component price weighting factor.

Disclaimer: HighGround Insurance Group (HGIG) is an agency affiliated with HighGround Dairy (HGD). HGIG is a licensed insurance
agency in many US states. HighGround Dairy is a division of HighGround Trading (HGT), an Introducing Broker (IB) registered under
United States Laws. Nothing contained herein shall be construed as a recommendation to buy or sell commodity futures or options on
futures. This communication is intended for the sole use of the intended recipient. Futures and options trading involves substantial
risk and is not suitable for all investors. Past performance is not necessarily indicative of future results.

About HighGround Dairy
HighGround Dairy launched in 2012 by industry veteran, Eric Meyer. Affiliated with HighGround Trading LLC, HighGround Dairy services
all those interested in trading dairy futures and options markets. Through the brokerage division and its related consulting company,

HighGround Advisory Group, it specializes in dairy hedging, risk management and market analysis services for farmers & cooperatives,
processors, manufacturers, distributors, traders and end-users. HighGround Dairy is a division of HighGround Trading LLC ("HGT").
HGT is a registered Introducing Broker (IB) with the CFTC and Member of the National Futures Association. HTG makes no
representations or warranties regarding the correctness of any information contained herein, or the appropriateness of any transaction
for any person. All information, communications, publications, and reports, including this specific material, used and distributed by
HGT shall be construed as a solicitation for entering into a derivatives transaction. HTG does not distribute research reports, employ
research analysts, or maintain a research department as defined in CFTC Regulation 1.71. Copying, reproduction, modification,
distribution, display or transmission of any of the contents in this document for any purpose without the prior written consent of
HighGround Dairy is strictly prohibited.

HighGround Dairy — 5157 Main St. Suite 200 — Downers Grove, IL 60605 USA — Direct: +1 312 604 3080 — Mobile: +1 312 953 3078
Main Toll Free: (877) 206-4250 - Email: info@highgrounddairy.com - www.highgrounddairy.com
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