AHIGHGRQUND DRP Results: Q3 2025

Dairy 11 November 2025

At the time of publishing, Q3 2025 indemnities have 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 Q3 2025 averaged $0.68/cwt. After factoring in producer premiums, which
averaged $0.35/cwt, the estimated net return to producers was +$0.33/cwt.

e Just under 14.3 billion pounds of milk were covered under DRP during Q3 2025, representing 25%
of the US milk supply. While indemnity payments increased from the previous quarter, total covered
milk volumes fell by over 13% (-2.2 billion pounds).

e If ignoring yield adjustment factors (YAF), indemnities for Q3 2025 would have triggered for both
Class Ill and Class IV class pricing endorsements. Class Il prices settled below the 95% coverage
level on 200 out of 263 days (76% of the time), while Class IV prices settled below the 95% coverage
level on 194 out of 242 days (80% of the time).

e With strong milk yields across most dairy regions, actual production outperformed earlier
expectations, especially those closer to the coverage closing date. While most states experienced
only modest impacts, California’s yield adjustment factors (YAFs) were particularly detrimental to
DRP settlements. Following the bird flu outbreak in late 2024, the DRP yield model was skewed
toward reduced production expectations for California, leading to a negative adjustment to expected
yields. Contrary to the model, milk output rebounded and increased through Q3 2025, with actual
yields coming in 1.2% to 6.8% higher than expected yields. This resulted in a boost to actual
revenue, substantially reducing projected losses in that state.

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

14.3 billion Ibs $49.5 million $96.7 million $47.3 million
Share of U.S. Milk Average Producer Estimated Average Estimated Average
Supply Covered: Premium: Indemnity Paid: Net to Producers:

25% $0.35/cwt $0.68/cwt $0.33/cwt

Source: USDA-RMA
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Q3 2025 Coverage Specs

= Class lll = Class IV = Class = Component

11.3%
31%

Source: USDA-RMA

Coverage Performance by Horizon

Q3 2025 DRP Coverage by Horizon
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Note: Class IV coverage was not offered for Q3 2025 until April 23, 2024 (about a month into 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 0.204 1% 18.07 18.62 18.32 19.00 19.75 19.39
4 0.623 4% 18.35 19.46 18.92 19.83 21.43 20.74
3 3.581 25% 18.54 19.54 19.14 20.51 21.56 21.18
2 4.302 30% 18.10 19.15 18.78 18.53 20.77 19.80
1 5.574 39% 17.78 19.86 18.85 18.16 19.83 18.84

Source: USDA-RMA
Nearby Sales Effective Date
Index Range
5 03/16/24 - 06/15/24
4 06/16/24 - 09/15/24
3 09/16/24 - 12/15/24
2 12/16/24 - 03/15/25
1 03/16/25 - 06/15/25
Class lll and IV Futures Prices for Q3 2025 DRP Coverage
Class Il Price Class IV Price
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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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Q3 2025 Expected and Actual Yields (Pounds)

State Expected Yield Releases Actual Yield
1 2 3 4 5 6 7 Yield
California 5,934 5,883 5,883 5,863 5,805 5,577 5,680 5,956

Wisconsin 6,561 6,556 6,556 6,552 6,476 6,501 6,454 6,478

ldaho 6,575 6,563 6,563 6,543 6,510 6,525 6,533 6,577
Texas 6,606 6,563 6,563 6,516 6,525 6,506 6,464 6,522
New York 6,569 6,566 6,566 6,560 6,493 6,508 6,520 6,553

Michigan 7,047 7,050 7,050 7,073 6,997 7,020 6,949 6,949

Minnesota 6,178 6,189 6,189 6,151 5,879 5,934 5,933 5,982
Pennsylvania 5,359 5,374 5,374 5,390 5,164 5,195 5,232 5,215
lowa 6,230 6,228 6,228 6,260 6,153 6,171 6,109 6,180

Washington 6,125 6,093 6,093 6,107 6,091 6,097 6,083 6,110

Lororcd el

Source: USDA-RMA

Q3 2025 Yield Adjustment Factors by Release Period
Expected Yield Releases Yield
1 2 3 4 5 6 7

California 1.0037 1.0124 1.0124 1.0159 1.0260 1.0680 1.0486

State

Wisconsin 0.9873 0.9881 0.9881 0.9887 1.0003 0.9965 1.0037
Idaho 1.0003 1.0021 1.0021 1.0052 1.0103 1.0080 1.0067
Texas 0.9873 0.9938 0.9938 1.0009 0.9995 1.0025 1.0090
New York 0.9976 0.9980 0.9980 0.9989 1.0092 1.0069 1.0051
Michigan 0.9861 0.9857 0.9857 0.9825 0.9931 0.9899 1.0000
Minnesota 0.9683 0.9666 0.9666 0.9725 1.0175 1.0081 1.0083
Pennsylvania  0.9731 0.9704 0.9704 0.9675 1.0099 1.0038 0.9968
lowa 0.9920 0.9923 0.9923 0.9872 1.0044 1.0015 1.0116

Washington 0.9976 1.0028 1.0028 1.0005 1.0031 1.0021 1.0044

LN

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.

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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