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Issue No. 553
	
	Today
	Last Week
	Change
	4 Weeks Ago
	1 Year ago
	12 month average

	Clean
	0.45ppl
	0.45ppl
	-
	0.45ppl
	0.20ppl
	

	AMPE
	27.60
	-
	-
	26.40ppl
	21.00ppl
	

	MCVE
	28.21
	-
	-
	27.20ppl
	27.04ppl
	

	Producers in E & W
	11,632
	
	-418 in 12 months
	11,685
	12,050
	

	£ : $
	1.66
	1.64
	+0.02
	1.65
	1.46
	

	£ : €
	1.10
	1.10
	-
	1.11
	1.15
	

	Crude Oil
	$77
	$74
	+$3
	$80
	$43
	(Raw material sources – BOCM PAULS)

	Wheat
	£109
	£107
	-
	£104
	$93
	Delivery next 3 months

	Soya meal
	£286
	£297
	-£11
	£280
	£224
	Delivery Nov-April


World Auction prices up 95% in 5 months

Prices for WMP sold in the monthly Fonterra auction have almost doubled in the past five months, coming back from $1829 (July 2009) to hit $3560 this week. During the same period the tonnage offered by auction has increased by 25% from 20,000 to 25,000 tonnes. Compared to the November results the price increase was a more modest 3.6% ($123).

Arla farmers miss out on price rise 

In a joint letter from Hanne Sondergaard and Jonathan Ovens, AFMP farmers have received confirmation their partnership board have agreed there will be no Christmas increase in the Partnership’s standard litre price before 1st February 2010. This is indeed confirmation that negotiations between AFMP and Arla have not gone well in respect of farmers benefiting from some of the fruits from the huge gains seen on the world markets, and the recent chart-topping cream price.

Whilst many others in the industry feel this is the strong arm of Arla sending a signal to farmers that they will decide how much they receive and when, the astonishing fact is that since very few farmers have complained to Partnership Board Directors.
Does this mean the AFMP farmers Are all content? From Arla’s point of view zero complaints translates to no necessity to increase the milk price, especially when they claim to have a heap of First Milk members in the North of England desperate to join who would give their right arm to have Arla’s 23.56p standard litre price (milkprices.com). The unfortunate thing is that most of these farmers have no alternative option to sell to.

Arla are now off the pace of Wisemans and Dairy Crest, both of whom have passed back some of the market gains to their farmers and the Co-ops from whom they purchase liquid milk.

So, for around 600 non-retailer aligned Arla farmers the dynamics of the market place appear to be failing them. Ovens and his board, having prepared themselves for a good kicking from disgruntled members, claim to have received minimal calls from discontented members.

One thing is certain - by the time the partnership and Arla sit down in mid January the cream price will certainly have pulled back dramatically.  Do not be surprised if there is not only no talk of a 1st February price rise but perhaps Arla will be even brave enough to suggest a drop in the price it pays. What’s to stop them? 

However if a football team’s board and foreign owners ignore the grassroots fans they are sure to be heading for trouble but in this instance it would appear there are no yells from the terraces from Arla Partnership fans over their team’s apparent poor performance.

First scalp to roll at First Milk 
As the song goes “This town ain’t big enough for the both of us, there’s only Bill who’s staying in”. New Chairman Bill Mustoe and Chief Executive Peter Humphreys have agreed a deal which has resulted in the latter parting company from First Milk. Although Humphreys is scheduled to be around until March his role on a day to day basis will be minimal, and immediately covered by Mustoe who will act temporarily as Executive Chairman whilst Humphreys tidies up his garden and vegetable plot.

Some members have been waiting for a scapegoat for First Milk’s financial woes, and have been expecting heads to roll. Humphreys may be the first to leave the Co-op, but he certainly will not be the last, especially now Mustoe will be conducting a daily examination of the business and regular assessments of who is performing.

It’s no secret that one of the rumoured reasons for the failed merger between Milk Link and First Milk was Peter’s ambitions and Asda will certainly not shed a tear over his departure following their agreement in July 2008  to pay First Milk an extra £300 tonne (equivalent to 3ppl for their cheese based on increased costs). It was an increase Asda’s competitors did not cough up.

Mustoe performed alongside Ian this week at the NFU’s Northern Dairy Conference and to sum up he said every paid person and cost involved in First Milk’s business is on his radar. He has set tough 30, 60, and 90 day targets and expects them to be met.

From a member’s point of view he appears to be a man who will promise only what he thinks he can deliver and will aim to over achieve on that. This would be the complete opposite to ex DFB Chairman Garfield Knight, who promised the earth and delivered nothing but a big bank account for himself and other execs, and ruin for the members.

Mustoe is now Executive Chairman, carrying out the same role as Garfield did on his incredible salary of £409,000.  Mustoe takes to his temporary roll with a more acceptable £120,000 salary. And Mustoe’s down to earth culinary and drinking habits are at opposite end of the spectrum to Garfield Knight’s who regularly consumed several bottles of £400 + wine at a single dinner on his approved DFB expense account.

The two are very different, and cannot be compared. Mustoe’s decisive action on Humphreys will be welcomed as another step forward out of the mire for First Milk.

DEFRA average milk price down close to 3ppl

The average UK ex farmgate milk price paid in September was only 24.05ppl which is 2.97ppl (11%) down on the 27.02ppl recorded 12 months earlier.

Prices for GB faired a shade better averaging 24.57ppl however the average in Northern Ireland fell to only 20.35p

Dairy Crest contract review includes 2 year fixed price option

After a detailed analysis conducted jointly between Dairy Crest and Dairy Crest Direct, DCD suppliers have been notified of various contract changes, including how the price they are paid for their milk is calculated, and changes to its contractual terms. Two new contracts are also available from July 2010, including the first two year fixed price contract for its “milk and more” doorstep business. This will offer those not currently on retailer aligned contracts, who opt for the new contracts, a premium of between 0.25ppl to 0.3ppl above the DC standard litre price.

A second contract is to be introduced called a “Farm Business Contract” which is designed for its larger farmer suppliers, the exact production threshold for which has yet to be confirmed.

The fact DC are on another direct recruitment campaign will almost certainly impact on the litres DC will be buying from First Milk.
NFU trumpet Dairy Crest announcement but is it all sparkling or is their a hidden price cut?

The NFU have trumpeted the Dairy Crest announcement as “one that would appear to meet many of the recommendations of the NFU’s template raw milk contract”. Clearly DC have certainly listened and responded to producers contractual concerns.

The devil certainly will be in the detail which it appears has the capacity to tick a number of boxes with farmers. However, unless Morrisons intend to have their own retailer aligned contract it appears DCD have agreed that the extra 0.3ppl currently paid by Morrisons and distributed across the board to DC’s non retailer aligned liquid suppliers will be lost to be replaced by a 0.25 to 0.3ppl premium which looks as if it translates to a price cut for those who switch to a “Milk & More” contract. We shall see.
French farmers demand 36ppl

Last week Ian spoke at a conference in Paris and quickly became aware of how strongly French farmers feel about the current milk price crisis they all face. The French producer organization APLI are now demanding a milk price of 40euro cents litre (36ppl) and as a pressure point they are blockading the country’s dairy testing laboratories. This means dairies have collected all of the farmers milk but the lack of testing it blocks the distribution of the milk to retailers.

Villains of the week (or should it be the clowns?)

Dairy Crest for portraying a backward image of its farmer suppliers? 
And now a quick poll re an advertisement for Countrylife butter: click on the link http://www.enjoycountrylife.co.uk/from-farm-to-fridge.php to see whether you feel Dairy Crest’s advertising agents are portraying an accurate image of Dairy Crest Direct farmers. It shows a cow milked by hand whilst its leg is tied with the milk collected by a tractor and trailer. Click on the “5-9am” banner for the picture of the cow. Then click on the “later in the evening” banner for the picture of the tractor and trailer picking up the milk from the farm. E mail ianpotter@ipaquotas.co.uk with your views which Ian will forward to Dairy Crest anonymously.
Heroes of the Week

The Chelsea Pensioners and the Dairy Council

This year marks the 50th anniversary of the Dairy Council’s support for the Ceremony of British Christmas cheeses held at the Royal Hospital Chelsea and like other years the event makes you feel very humble, proud to be British, proud to be involved in the Dairy Industry and frankly makes the hairs stand up on the back of your neck.
This year the pensioners were joined by troops bound for Afghanistan. Ian spoke at length to 31 year old Territorial Army soldier Lane Corporal George Anderson who could not wait until March 2010 when he starts his six month spell in Afghanistan having previously served in Iraq. He talked to 94 year old WW II veteran Bill Moylon who endured the hardship of building the bridge over the River Kwai at The Japanese’s pleasure. Click on the attachment above to view the official photograph.
All of the cheesemakers who donated their vast range of cheeses did the industry proud, and if ever two individuals could be singled out as possessing incredible enthusiasm and passion for the UK dairy industry as well as being fantastic ambassadors for this great industry it has to be Sandy Wilkie, Chairman of Dairy Council and Judith Bryans, its Director. Well done them and all.
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


