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Issue No. 544
	
	Today
	Last Week
	Change
	4 Weeks Ago
	1 Year ago
	

	Clean
	0.40ppl
	0.45ppl
	-
	0.45ppl
	0.50ppl
	

	AMPE
	23.00
	
	+3.80ppl
	19.20ppl
	24.90ppl
	

	MCVE
	26.20
	
	+1.02ppl
	25.18ppl
	27.30ppl
	

	Producers in E & W
	11,709
	
	-467 (3.8%) in 12 months
	11,743
	12,176
	

	£ : $
	1.61
	1.63
	-0.02
	1.65
	
	

	£ : €
	1.09
	1.11
	- 0.02
	1.16
	
	

	Crude Oil
	$68
	$72
	=
	$72
	
	(Raw material sources – BOCM PAULS)

	Wheat
	£101
	£99
	+ £4
	£98
	
	Delivery next 3 months

	Soya meal
	£284
	£290
	+ £5
	£290
	
	Delivery Nov-April


Milk prices round up – 1st October

-1.5ppl Barbours Cheese

-1.5ppl price drop for suppliers to Joseph Heler cheese  - Taking their standard litre price down to 21.75ppl.

-0.7ppl price drop for suppliers to Meadow Foods

-0.5ppl price drop for suppliers to Wensleydale creamery - taking their standard litre price down to 23.45ppl.

-0.06ppl drop for Tesco Suppliers – takes their price to a healthy 27.37ppl

Wiseman stand on/no change

Arla stand on/no change

Dairy Crest (liquid & cheese) stand on/no change

First milk stand on/no change

Wyke Farms Stand/on/no change

Milk Link (manufacture & liquid) stand on/no change

Cheese price drops are without doubt down to the switch by retailers (and presumably by consumers) from branded cheese to low value own label, much of which is imported. Estimates suggest half of total cheese sales are currently imported. Tesco’s dairy and local food category director recently was quoted as saying “cheese is a globally traded commodity and quite frankly, British cheese manufacturers need to get more competitive”. If that’s the general view of retailers there is no wonder ex farmgate milk prices for milk destined for Cheesemakers are under extreme pressure.
So what’s the deal on the UK liquid market?  The big surprise is that liquid supplying dairy farmers, particularly Arla suppliers and,  to a certain extent Dairy Crest, are not screaming from the roof tops and a “stand on price” should have been an increase.
Instead dairy farmers seem to be satisfied.  This conclusion is drawn from the deafening silence following the stand on price declaration for 1st October.  Milkprices.com,  along with others, have highlighted that cream prices “have gone into the stratosphere” up 40% in 2 weeks, and back to 2007 levels.  Wisemans passed on 0.3ppl attributable to improved cream prices back on the 1st August and there is a good argument for more to be forthcoming.  But how come farmers and farmer organizations have sat back and allowed Arla and other liquid milk buyers to pocket the extra money?  The answer is because you let them and its easy pickings!

In addition last week’s announcement that Meadow Foods had cut prices by 0.6 and 0.7ppl on Cumbria and Cheshire contracts seems to have been accepted – Why?
Arla offer free hot water to Partnership members but members should be turning the temperature up on the hot water Arla are in.  Arla have issued a press release explaining how trials on AFMP farms show how members could benefit from free hot water, which could cut electricity bills by £1,000 per year.

On the same day as this hot water announcement, Arla announced it was not increasing producer prices as a 17 strong delegation from the Scottish NFU were wining, dining and touring Arla’s Leeds factory. There’s no evidence one of the 17 asked why Arla’s price had not increased.

The numbers on liquid clearly point to an upward movement but with up to 6 buyers almost bathing in cheap DFB milk (at least when DFB was around there was only one company having the cheap milk) unless pressure is exerted now for a 1st November rise the opportunity could be missed.  Sorry to pick on Arla, but they are 100% liquid and their exposure to commodities is limited to cream, .  Remember their 70 or so ex-DFB producers, delivering say 600,000 litres each, (42 million litres) its cheap at around 18.5p until 1st April.  Arla has the profit from this, plus the improvement they are gaining from the cream market.  Perhaps the money is being sent back to Denmark as well as subsidising its branded 1% milk in ASDA stores.

Open honest transparent pricing is all that is needed and remember spot traded milk is making 25-26p right now.
If by chance anyone feels these comments are incorrect please contact me with your view.

Middle ground milk deals need to be watched 
Whilst Tesco and the likes of Wiseman are leading the liquid milk Premiership table others are appearing on the warning radars.  This week we have seen a Medina signed supply agreement offering a 1-year fixed price of 2 litres for 65p (32.5p litre) packaged and delivered. Another invoice from Medina was for 2 litres for 60p.  Aldi are still selling 4 pints for 99p.  Meanwhile, Tesco are attempting to compete by selling Wisemans Fresh’n’Lo at 70p while ASDA sell Arla’s 1% for 72p.

Evidence has also surfaced that County Milk Products Limited from Cheshire are still importing cheap milk from Ireland. Let’s hope it ends soon.

Resignations have started  Those on the receiving end of poor milk prices who have the option to sell to the premiership of liquid milk processors, whos production profile suits, are on the move as the peasants revolt.

Rumours are Barbour’s have received several million litres in resignations, which one assumes will see this milk heading for Bridgwater and Wyke Farms farmers are claiming resignations are in, with milk heading down the same road.

There is evidence that Long Clawson Dairy could be in for an envelope of resignations as a group of their larger farmers are investigating options and courting buyers.  Their argument is that the Stilton Cheese they produce has PDO approval and should not be commanding a “run of the mill box standard commodity cheese price” as they feel it does today.  Two of the group have looked in detail at the progress of the business and have concerns as to why the company purchased Dairy Crest’s Hartington business knowing it would close if they sat back.

Chin-up, Mr Shearlaw!  

He's hoping to knock-out all the other contenders for the job of First Milk chairman in the coming weeks. But at Ayr market this week former vice chairman and new chairman wannabee Robbie Shearlaw was not so much a big hit, but on the receiving end of one. He was apparently floored by a contractor, or more probably by a man fulfilling a contract! Names of suspects on a postcard please.  Robert is reported to be rethinking his election line “Trust me to fight your corner” and is believed to be "taking it all on the chin". Which, of course, he did in the first place.  The police were called, but it is not known what action is being taken, and against whom.
First Milk elections take place next week  Three First Milk board positions will be decided next week with the position of Vice Chairman up for grabs, following Robert Shearlaw’s resignation, as well as Mansel Raymond and Mike Gorton who are up for re-election.

The conspiracy theorists are already suggesting the two re-elections will face competition and a possible coup from northern candidates, who may well be wannabe chairman Robert Shearlaw supporters.

At some point between now and the 29th October First Milk AGM a new chairman will be appointed by the board and there appears to be wide differences of opinion within First Milk with some feeling a farmer chairman has to be selected, irrespective of his ability when matched against other contenders.

Once again Ian feels this is very simple.  The process of selecting a new chairman must be transparent and the right person capable of doing the job for the whole business is the person to go for. 
That might well be First Milk’s former vice chairman but even if it isn’t some FM members still want his enthusiasm and passion to be harnessed in another position, so he can still be a vital cog in making things happen.

Whatever the outcome let’s hope it’s a clean transparent process with no dirty tactics and no accusations.

First Milk accounts – part 2 Ians analysis

Last Weeks brief analysis of First Milks financial results excluded comments from Ian and his forensic friend. 

The truth is that whilst First Milks results were not pretty and nothing to trumpet about they were honest and for the first time in a set of co-op results Ian found few juicy nuggets worthy of mention.

However he cannot resist mentioning the following

No.1
Peter Humphries (CE) remuneration was down 20% to £316k


Jim Maguire (FD) remuneration was down 12% to £211k


Robert Shearlaw (Ex Vice Chairman) remuneration package up 60% to £56k
No.2
Employee numbers down 8.5% from 801 to 732 

No.3
Pension deficit up from £2.5m to £8.8m

No.4
Once again FM shows the correct way to deal with member levy payments having correctly put them through their P & L against costs of sales. This has to be the directly the likes of Milk Link must go if they wish to be considered on a like for like basis with FM and along side the PLCs. By not putting its members levy through its P & L Milk Links 31st March 2009 results showed sales under stated by £4.74m turning its figures in to a net loss of £4.25m.

Former DFB Vice Chairman speaks out in defense of the collapse of the co-op  In an interview for the BBC, David Wilkinson, former Vice Chairman of DFB rejected claims that farmers were misled over the state of the business. However, he did admit too much may have been paid for the CTRG business but then claimed they were competitive bids.

Ian does not propose to scavenge over the bones of DFB but Mr Wilkinson’s re-collection of the facts is wrong. Here are a couple of examples of how members were misled:

04.09.08 – DFB members told they would soon receive £1.8m interest payment in capital investment.

15.10.08 – (Post a resignation date) – Its board announced no payment to be made

October 2007 – Potter analyses DFB’s accounts cutting through the spin and describes them as “in a perilous state”.

November 2007 – Stephen Yates, with the blessing of the board and some council members employ an external spin doctor who parachutes Alastair Clark claiming to be an independent corporate finance dairy specialist (who no one had even heard of before or since). He declared DFB’s accounts were great and the board and Yates sold this to members as an independent analysis by which time the lunatics really had taken over the DFB asylum.

As to claims DFB were competitively bidding for the CTRG business when they paid more than £81m, who exactly were they competing against because neither CTRG nor others at the centre know who the close competitors were.

EU Council calls short notice special dairy meeting  Although a full council meeting is scheduled for the 19th & 20th October 2009, numerous member states have succeeded in calling for an emergency dairy meeting next Monday (5th).  It appears 18 out of the 27 member states are pushing for an increase in intervention prices and refunds, together with action on quota literages.

The European milk board members will be driving tractors and protesting in Brussels on Monday in a bid to persuade delegates at the meeting to immediately intervene in quota amounts and to end what they call “blind liberalization of the milk market”.

Cheese Oscars for Belton  At the British Cheese Awards last week, the equivalent of The Cheese Oscars, Shropshire based family run Belton Cheese scooped 12 medals and the trophy for the Best British Cheese Export beating 47 other award winning cheeses.  At the awards, Milk Link took the trophy for the best Welsh cheese clocking up 25 awards.

British Cheese Week – Did you know about it?  Considering the pickle the British Cheese Industry appears to be in (see above) the declaration to Ian today that this week was officially British Cheese week left him speechless (and that’s a unique achievement).  Whoever was supporting and promoting this event certainly failed to inform most, if not all dairy farmers and the agricultural press.

Yet another missed opportunity.  No wonder France is regarded as the capital of cheese.  If they had a French cheese week the trumpeting would be heard in every corner of France and around the world.
World School Milk Day UK celebrations  In contrast to the lack of publicity for British Cheese week there was plenty of publicity for Wednesday’s World School Milk Day, which involved more than 30 countries.  Cool Milk, leading UK school milk supplier which supplies more than 10,000 schools and nurseries, held an event in Brighton involving the Minister of State for the Department of Health, local milkmen and free milk given by Dairy Crest.
Single farm payment exchange rate for 2009 claims is 1 euro = 0.9093 
The 2008 rate was €1 = 0.79030 so this is a 15% improvement

All views expressed in this bulletin are those of Ian Potter Associates and a shed load of dairy farmers. It is necessarily short and cannot deal with the various issues that arise in any detail. As a result it must not be relied on as giving sufficient advice in any specific case. Every effort has been made to ensure the accuracy of the content but neither Ian Potter Associates nor Ian Potter personally can accept liability for any errors or omissions. Professional advice must always be taken before any decision is reached


