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	Today
	Last Week
	Change
	4 Weeks Ago
	Same Week 2007
	12 month average

	Clean
	0.80ppl
	0.80ppl
	-
	1.00ppl
	2.30ppl
	1.88

	Lease
	0.10ppl
	0.10ppl
	-
	0.10ppl
	0.25ppl
	0.13

	AMPE
	24.90ppl
	
	
	25.80ppl
	22.40ppl
	29.05

	MCVE
	28.67ppl
	
	
	28.06ppl
	21.08ppl
	28.72

	Producers in E & W
	12,365
	-
	-616 in 12 months
	12,403
	12,981
	12,637


Dairy farmer numbers will drop below 10,000 this summer  The latest dairy farmer numbers covering England and Wales show numbers in April fell to 12,365, a drop of 5% (616) in 12 months.  Further evidence that producer confidence is very fragile.

There now seems to be nothing which will prevent producer numbers in England falling below the psychological 10,000 barrier by July 2008.  In Dairy Co’s latest survey (see below) their research shows the number of farmers intending to exit the industry in the next 2 years has fallen from 17% to 7%, however, there is no doubt in our mind that if ex-farm gate prices tremble with a small reduction in milk prices the previous 17% exit rate could look small fry as producers hang the clusters up.  Throw in some costly NVZ compliance regulations and you could see the green light glowing and the exit sign flashing!

So as the calendar clicked into May those buying milk are watching each other as to who moves on farm gate prices and only a suicidal fool would dare to reduce milk prices.
Dairy Farmers of Britain exit from Westbury  The discussions with HBOS bank over the future of Westbury have resulted in DFB leaving the 3 co-op consortium at the earliest opportunity having already cancelled their shares.  DFB will no longer be involved in Westbury Dairies Limited, and their representatives have stood down from the board and DFB have already cancelled their shares.
Although the cancellation of the DFB shares is “commercially sensitive information” we have received confirmation that as soon as the legal formalities are sorted DFB will walk away without any termination payment from the other two co-op shareholders.  Part of the deal also involves DFB paying to access the Westbury processing facility during the next 5 years.

The exit of DFB is part of the current negotiations connected to the 5-year break clause for the lease of Westbury negotiated in 2003.  The outcome is that Milk Link (33%) and First Milk (67%) have agreed to continue to lease the plant until 2013 and hold the new share allocations indicated.  Both co-ops believe the agreement to continue with the plant for a further 5-years is important for the whole of the UK dairy industry as well as their members.  Both First Milk and Milk Link have plans for Westbury, which do not simply involve balancing supply and involve investment to turn milk into added value products.  With milk having recently gone into Westbury at 23p delivered from one relatively new volume milk purchaser who completely ignored the spring flush, useful revenue can still be achieved by the business from processing other buyers milk.  If only someone had a magic wand to move Westbury 200 miles northwest.
Minimal confidence as survey points to continuing decline in UK milk production  In its 5th annual Dairy Farmer Intentions Survey, Dairy Co (ex-MDC) points to more positive energy coming from dairy farmers across GB in terms of how they see the future of dairying, however, there can be no doubt that this is at best only cautious optimism.

Of interest to processors, who are rallying round to secure supplies, is the fact that more than a third (37%) of those surveyed intend to increase production compared to only 20% 12 months ago.  However, the planned increases will not balance out those leaving, nett result the UK produces even less milk (estimated to be a mere 13 billion litres in 2009/2010 based on the survey results).

Levels of investment in dairy units have been woefully inadequate during the past decade and the survey indicates 50% of dairy farmers intend to invest £25,000 or less, which includes those intending to invest nothing and only 1 in 10 planning to invest £100,000 plus.

Farmers have certainly sent a very clear message, to those who bother to read and listen, with statistics that 30% will exit if milk prices fall from their current levels by 2ppl and if that multiplies to a 4ppl drop the exit rate increases to 65%.  This would take GB production to 8.1 billion litres or 5.2 billion respectively.  Compared to April 2007 numbers quitting the industry this year are up 22%.






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


