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

	Clean
	0.95ppl
	0.95ppl
	-
	0.80ppl
	2.80ppl
	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


Morrisons hit the headlines with 1ppl regional milk initiative

Just as we were thinking Morrisons were showing care for the environment and no care for dairy farmers, comes the news that their conscience has welded them into action with the news that Dairy Crest have agreed that an additional 1ppl will be paid to farmers without deduction and any cost recovery for Dairy Crest will be paid in addition to this 1ppl. This equals the Asda premium, and places Morrisons alongside the retailer pack but without the added cost of segregated or dedicated supplies.
The 1ppl is specifically to be shared out amongst all DC’s liquid milk suppliers, excluding Sainsburys, and is an interesting concept proving that there is more than one way supermarkets can improve the sustainability of UK dairy farmers without incurring huge dedicated producer group costs. Note the 1ppl is in addition to the 0.5ppl Morrisons agreed to with DC earlier in the week.
The same deal is assumed to apply to Arla producers, who will be eager to learn how the 1ppl will be shared/divided up amongst them. But we assume it will be the same as DC.

The deal kicks in towards the end of June and will see Morrisons own label sourced and sold regionally at no extra cost to consumers. Given the significant cost of Tesco’s local choice this will not be welcome news in the Tesco camp. Currently Tesco is discounting local choice  in an attempt to boost sales from the current levels of around only 20million litres a year. This announcement may mean more permanent discounting and removal of most of the current 3.5ppl premium charged by Tesco
Morrisons commented that “this will enable customers to see they are supporting dairy farmers in their own region when buying fresh milk at Morrisons”.

Morrisons plan to form dairy farmer producer groups to develop “closer” links with dairy farmers starting on 27th June  for DC.

Farmers should be up in arms with retailers as dairy farmers are thrown the crumbs

Ok so there is the old saying that you rarely see a satisfied farmer and yesterday one processor confessed that they were struggling to achieve anything that would satisfy their farmers, boost their confidence and encourage more milk production.

But the latest Asda driven retail price increase of 4ppl is a real smack in the mouth for dairy farmers and if both they and their representative farmer organisations take this medicine then you all deserve what you get.

On Tuesday Asda led the pack and increased its shop price by around 4ppl. 24 hours later,Tesco followed with an identical price increase closely followed by Morrisons. All are now charging £1.44p for 4 pints, up from  £1.34p.. Sainsburys still charge 134p but are expected to follow suit very soon. Bearing in mind the OFT’s recent enquiry and extensive fines for retailers this move clearly indicates retailers are waving two fingers to the OFT and believe they will get away with these price increases which they may well do.

But farmers must not focus on the recent 0.5ppl ex farmgate rises but realise that in the retailers market there was 4ppl slack and having increased prices to the consumer the farmer has only had 0.5ppl of this or a pathetic 12.5%. So 88% (3-5ppl) has been shared between the retailers and the processors. So the farmers have simply had the chaff and the crumbs but will no doubt be used by the retailers to justify why the price has increased to the consumer by 4ppl. Scandalous & outrageous, It’s time for Action!

It’s follow my leader as Arla and Dairy Crest follow Wisemans lead on milk price increases
Hot on the heels of the Wiseman price increase announced last week comes news that both Dairy Crest and Arla have followed the White Knight’s lead, although only Wisemans delivers their 0.5ppl increase for May deliveries.

Dairy Crest announced on Monday an identical 0.5ppl increase for its liquid suppliers, including Sainsburys suppliers, to be paid from 1st June.  Arla announced on Wednesday the same increase as its two buddies for all Partnership suppliers, including ASDA producers, be paid from 1st June 2008, taking its standard litre price to 26ppl.  All eyes now turn towards DFB, First Milk and Milk Link to see what price rise they can deliver from 1st June.
1ppl milk price increase for Dairy Crest Organic suppliers from 1st June. But this won’t be enough either. Already there are dire warnings being issued over the cost of winter organic feed.

1.5ppl milk price drop from Northern Ireland co-op United Dairy Farmers for April milk.

Morrisons sharpen their teeth for 1.8ppl milk price drop
We have had it confirmed that Morrisons have approached at least one of their cheese suppliers and demanded a £180/tonne drop in the price they pay for cheese.  When the price drop was resisted the person concerned simply said “you will drop the price or we will go elsewhere.”  Milk Link members scoop 21.6% return on investment
Returns on investments, particularly relating to co-ops, are a hot potato with some farmers feeling their investment will never be returned and is simply used to keep the business afloat. Undoubtedly they are correct in some instances.  However, for those founder members of Milk Link who moved over from Milk Marque and declined to have a full repayment on their capital proceed loan notes, preferring to leave the money in Milk Link they should be smiling.  Of the 1600 Milk Link members who will receive 10.6% interest on their investment (£4million) there are 350 members who will receive a mouth-watering 21.2% on the initial ex-Milk Marque investment, which they carried over in 2000!  The 10.6% interest payment is worth approximately 0.4ppl to a typical 1million litre producer multiplying upto £4,000 each and follows an earlier 2007 payment of 0.25ppl. This investment is looking very attractive.

European Milk Board (EMB) voices concern over the Commission’s quota reform proposals
The European Commission’s proposal to phase out quotas by 2015 together with five consecutive annual increases of 1% each year from April 2009 has been criticised by the EMB.  The Board’s President has highlighted that the recent 2% increase is putting massive pressure on the EU milk prices as most countries ramp up production.  The EMB is calling for flexible control of volumes and for the current quota system not simply to be discarded.  The Board’s Vice President commented “Only in a well balanced milk market is it possible for dairy farmers and retailers to work as partners on an equal footing.”

First Milk cheese bags Grocer Award
The co-op’s Extra Mature Cheddar, Afon Cleddau, which they produce for ASDA, Somerfield and Tesco has won The Grocer magazine’s Own Label Excellence Award. 

DFB secures 5 million litre liquid contract
Dairy Farmers of Britain has won a 2-year contract to supply predominantly liquid milk to 1800 Londis outlets.  Initially, the deal involves 5million litres, however, DFB claim the deal has the potential to increase this to 50million litres.  If such an increase is achieved DFB could find more aggressive opposition when the contract comes up for grabs in 2 years.

Milk Link cheeses scoop 10 awards at county show
Milk Link’s cheeses have kicked off their show season by scooping 10 awards at this week’s Devon County Show with cheeses from its local Taw Valley Creamery as well as its Scottish Creamery.

First Milk educates All Party Parliamentary Group for Dairy Farmers on costs
Daniel Kawczynski (MP for Shrewsbury) and chairman of the all party group and his 132 members including David Cameron called First Milk chairman, Richard Greenhalgh, to London to answer questions and educate members of the group as to the financial position down on the dairy farm.  The catalyst for the request is without doubt the First Milk report on the rising cost of production.  The co-op has since been requested to meet the Welsh and Scottish Parliament.

Wisemans shares crash back

During the week shares in Wisemans have continued to fall from 421p on Tuesday crashing back to 376p today wiping £33 million off the company’s value which today stood at £274million and at one stage today shares dropped to 363p. These prices represent the lowest prices seen for Wiseman shares in the last 12 months.

Dairy Crest profits weigh in at £66 million

Dairy Crest has revealed its full 07/08 results which show a 2% increase in profits having knocked off £30 million in costs for exceptionals and intangible amortisation. Included in the exceptional costs of £21.1m was £10 m in settlement of the OFT settlement and £4.4m in settlement of a strangling middle ground contract believed to be with Medina. The share price was largely unaffected and today stood at around 416p.

Milk Auction average jumps 1.63ppl  (6%) to average 24.28ppl

Seen as a transparent barometer of the real value of commodity milk, this week’s Northern Ireland milk auction saw 44 million litres average 24.28ppl, which was up 1.63ppl on last month where 52 million litres averaged 22.65ppl

Ians Diary

11th June – Dumfries and Galloway Dairy farmers, Collin (1.30pm) and Kirkcolm (7.30pm) Dumfries Dairymen: Brave Hearts or Foolish Tarts?

Two presentations by Ian Potter when he faces the Scottish Bravehearts including the famous Stewartry Group; the Arla/Asda producers and the Sorn Milk faithful and others. These promise to be lively meetings with Ian picking a deliberately controversial title.






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


