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Issue No. 551
	
	Today
	Last Week
	Change
	4 Weeks Ago
	1 Year ago
	12 month average

	Clean
	0.45ppl
	0.45ppl
	-
	0.40ppl
	0.20ppl
	

	AMPE
	26.40
	-
	-
	23.00ppl
	22.30ppl
	

	MCVE
	27.20
	-
	-
	26.20ppl
	27.00ppl
	

	Producers in E & W
	11,607
	
	-443 in 12 months
	11,632
	12,050
	

	£ : $
	1.65
	1.67
	+0.01
	1.61
	
	

	£ : €
	1.10
	1.12
	-
	1.08
	
	

	Crude Oil
	$80
	$76
	+$5
	$72
	
	(Raw material sources – BOCM PAULS)

	Wheat
	£104
	£106
	+£1
	£99
	
	Delivery next 3 months

	Soya meal
	£280
	£284
	-£7
	£290
	
	Delivery Nov-April


2ppl litre increase for United Dairy Farmers – For October 2009, taking their standard litre price to 22.84ppl.

0.2ppl price increase from Dairy Crest – backdated to 1st November 

If this had been a backdated price cut Dairy Crest would have been this week’s villains.

Dairy Crest will pay this increase separately as a trading bonus and have already indicated the December bonus could be higher.

The increase of 0.2ppl to Dairy Crest’s liquid contract suppliers takes them closer to becoming heroes than Arla, who have yet to pass on any benefit to farmers from the improved cream price.

The NFU’s Gwyn Jones was quick to have another dig at Arla commenting “However this increase begs the question – will the farmers representing Arla suppliers be just as successful at getting a cream price increase passed back to farmers promptly?”  

Another eagle-eyed reader of this month’s AFMP Milk Monthly member newsletter brought to our attention the following line under the heading of Cream Prices Eases Back “Despite fluctuations in the market, the AFMP price has remained stable as the Partnership and Arla steer a course through a volatile market place.”

An alternative northern version could have read – “The cream price has rocketed up but it will fall after Christmas and the Partnership board and Arla have agreed that “what you never had you will not miss” so, unlike others, Arla will pocket the money and give producers nowt.

First Milk dispose of some precious family silver
In a surprise move troubled co-op First Milk has today sold more than 4 million of its shares in Wiseman Dairies representing 5.7% of the company and 37% of their total stake in Wisemans, which has reduced from 11.3 million shares to 7.16 million, representing a revised 10% stake in Wisemans.  Whilst the deal is undoubtedly good business having acquired the shares 5 years ago at £2.50 and selling them today at the discounted price of £4.50 it will be a worrying move for all involved with the co-op. 

Firstly, it kills dead any speculation that First Milk would look to increase their share of Wisemans (if ever they could) with a view to some future merger, takeover or venture which was definitely on some people’s minds.

Secondly, this is a “needs must” sale with the money destined to be invested in First Milk’s struggling cheese operation.  You simply do not sell 37% of your stake in Wisemans unless you have to.  Both Robert Wiseman and Peter Humphreys declared it was business as usual between the two, which is a good job because at least the milk the co-op sells to Wiseman is sold profitably.

Wisemans purchased 1 million of the 4 million shares for cancellation.  Wiseman shares opened today at a 52 week high of £4.92 and fell to £4.74.  Total volume of its shares traded today amounted to almost 10 million shares and its market value is £344 million.  All eyes now turn to what new First Milk’s Chairman Bill Mustoe can do to turn around the fortunes of the co-op’s troubled cheese business, and how, and where, the share money will be invested.  Certainly at this week’s AgriScot First Milk’s position was a key topic of conversation.

Billion litre super dairy will be largest in the world
Arla have rocketed to the front line of positive dairy industry news stories for 2009 with this week’s announcement that it intends to build a 1 billion litre liquid super dairy close to the M25 and London by 2012.

Although a site is yet to be secured Arla have decided to send an early warning alert to all retailers that once their dairy is built they will be out hunting for new business in a bid to have the new factory at maximum output at the earliest date.

If the factory were built today Ian estimates it is likely it could cost towards £250 million and process almost 20% of GB liquid milk production and almost 10% of the entire GB output.

With Arla and Wisemans today having a combined processing capacity of close to 4 billion litres the force of the deadly duo will prove very stiff competition for some to stomach.  Head scratching over this announcement by Dairy Crest (GB’s other large liquid processor) and other middle ground processors is sure to already be taking place, especially by those in the south.

In addition the building of the new dairy is sure to have implications for up to 3 of Arla’s existing processing facilities at Ashby, Oakthorpe and Hatfield Peverel, which is likely to result in significant job losses.

In summary Arla has sent a very positive confidence boosting signal to all involved in UK dairying demonstrating a long term commitment to liquid processing to match that of Wisemans.  If consolidation in this sector is not going to happen by merger and or acquisition it sure will happen when this baby is in full swing!

Arla’s 1 billion litre dairy will need to buy its own trolleys
Whilst Dairy Crest will undoubtedly be contemplating the way forward for their liquid business they can at least retrieve one of their missing milk trolleys.  The trolleys cost around £100 each and the front trolley in the photograph circulated by Arla accompanying its announcement this week was unfortunately and embarrassingly a Dairy Crest trolley.  Let’s hope the budget for the new plant includes a provision for new Arla trolleys.
Cravendale milk will soon pay for the new Arla plant
Arla’s famous Cravendale milk is without doubt the highest priced milk in the world if you buy it from Centre Parcs.  One eagle-eyed reader forwarded a photo of Cravendale Purfiltre Skimmed 2 litre priced up at £945 per litre.  At that rate the new plant will be paid for in days!!

Half year results roundup to 30th September 2009
1.
Profits at Wisemans up 62%

Wisemans’ half year results show a 62.4% increase in operating profit to £21.6m (£13.3m in 2008). There was an 11% increase in sales volumes to 851m litres and operating profit per litre stands at a healthy 2.54ppl.

In addition its net debt reduced from £50.2m in 2008 to a current £26.7m. Its share price increased from £4.60 to hit a 52 week high of £4.91.8 yesterday.

2.
Profits at Dairy Crest up 20%

Dairy Crest’s half year results were ahead of expectations showing a 20% increase in its profit (before tax) to £34m (£28.4m in 2008).

In addition its net debt reduced by £110m in the past 12 months down to £380.4m the lowest level seen since 2006. Like Milk Link (see below) Dairy Crest highlight how tough the cheese market has been during the 6 month period, particularly from an increased volume of imports and retailer promotions, discounts and bogofs. Its share price fell from £4.07 to around £3.95 today.

3.
Milk Link report a decent set of results
Milk Link should be congratulated for continuing to follow good practice in producing timely half year results aimed at members, an idea First Milk and a few others should not shy away from.

Latest results for the Co-op are described as “satisfactory” which appears to be close to an accurate description, given the tough challenges faced by the cheese market in what has been a busy 6 month period for the Co-op.

Milk Links’ key measure of profit, EBITA, was down £5m or 29% from £17.5m in 2008 to £12.5m. Group debt  increased to £101.7m but this includes the £25m acquisition of  Llandyrnog.
Once again Ian has concerns over its failure to put their member levy through its P & L account, which effectively understates the cost of sales by this figure and will reduce their profit before tax. However, this is consistent and one assumes members understand how their accounts actually work out. As Milk Link commented, members are the target audience of this interim report. One unresolved question is whether Milk Link member levy is debt or equity?

Group turnover per litre was down 14% due to a larger volume of milk handled, of which a significant proportion of the increased volume was brokered/traded in difficult conditions. Group turnover for the period was £271m (£278m in 2008). 
The business now handles 1.3billion litres/year equating to around 12% total GB milk production, with a total of 73million litres extra handled, with the end result being a dilution of the ppl price

Milk Link compares its price with the overall UK price, but given  Milk Link purchases milk in England, Scotland and Wales it would be possibly better if they compare their milk price against the more representative GB Defra average of 24.57ppl, as opposed to the 24.05ppl quoted for the UK. However making such a change could raise suspicions. The bottom line is Milk Link have turned out a decent set of half year results in an extremely difficult market, as well as paying a milk price that compares well with the plc’s. 
Hot and spicy Curry is lucky escape for Dairy UK

Former Dairy UK Chairman and Conservative MP David Curry’s resignation as Head of the Commons Standards Body after only a few weeks in the job is a lucky escape for Dairy UK, who sacked Curry a little over 12 months ago at a time when he appeared to be squeaky clean.
The resignation comes following allegations that Curry claimed almost £30,000 for a “second home” country cottage that his wife banned him from using after he spiced up his love life by sharing the cottage’s bedroom with his mistress.  Curry claims that his wife never banned him from using the cottage but that it was “more convenient for him to use the Travelodge when in the Skipton area”.  Curry has commented that he does not expect to end up in The Tower of London.
Note for those who are interested, Travelodge offer day rental rates by the hour but not by the minute!

At the time he was sacked by Dairy UK, NFU Dairy Board Chairman Gwyn Jones and President Peter Kendall protested by immediately resigning any involvement with Dairy UK in what was a very public spat.  It seems 2009 has been a vintage year for steamy encounters all of which Ian has missed out on.
M&S headhunters take Morrisons top scalp 

Only days after Morrisons Chief Executive Marc Bolland gave a fascinating paper at the EFFP ‘Routes out of Recession’ Conference comes news he is to defect to rival supermarket Marks & Spencer, where he will become CE following on from Sir Stuart Rose. During his 3 years plus reign at Morrisons, Bolland has made a big difference making Morrisons a national player and the announcement will leave a significant recruitment challenge for Morrisons.

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


