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	Today
	Last Week
	Change
	4 Weeks Ago
	Same Week 2008
	12 month average

	Clean
	0.25ppl
	0.25ppl
	-
	0.20pl
	0.95ppl
	0.45

	AMPE
	19.10
	
	-0.50ppl
	19.60ppl
	24.90ppl
	22.84

	MCVE
	24.65
	
	+0.20ppl
	24.63ppl
	28.67ppl
	26.88

	£ : $
	1.59
	1.51
	
	1.48
	
	

	£ : €
	1.14
	1.13
	
	1.10
	
	

	Crude Oil
	$62
	$58
	
	$52
	
	

	Wheat
	122
	£116
	
	£112
	
	

	Soya meal
	320
	£318
	
	£285
	(Raw material sources – BOCM PAULS)
	


Northern Irelands Milk Auction Prices rise slightly

This month’s milk auction saw 47 million litres of milk for delivery in June averaging 19.22ppl, up slightly on the previous month’s average of 19.15ppl. In May 2008 it averaged 24.28ppl, which is a year on year reduction of 5.06ppl (-21%).
Dairy Farmers of Britain sell Nene Valley with more sales in the pipeline.  Meadow Foods have acquired DFB’s Nene Valley processing site with a real expectation that sales of Lubborn and Llandyrnog will be confirmed to two separate processors within a matter of days. In poll position for Lubborn stands Lactalis, and with Llandyrnog it is currently Milk Link.
Emails have been circulating showing the DFB sign in the Nene Valley skip, with one proudly attached to the side of one skip. One employee has contacted us claiming the news of Meadow’s acquisition is a combination of relief and celebrations that they no longer work for DFB. Two staff at Nene claim that within hours of the ink drying on Wednesday every reference to DFB was binned by staff as they celebrated the move.
However just as members are offended at the appalling communication which DFB have circulated on the sale, existing loyal staff employed at Nene were “highly offended” by the email notice which was circulated by John Grantchester advising that the site had been “disposed of”. One employee thought they must be some form of toxic waste!

Meadow took immediate control on Wednesday and are processing Meadow farmers’ milk through Nene with no obligation to use any DFB milk. It is great news for Meadow, but as DFB haemorrhage customers, farmers and staff so confidence is dropping like a stone. The sooner Sandy Birnie’s job is done and he is out of there the better. The likelihood of remaining producers going to some “promised land” looks remote and any producers waiting to be transferred to a better milk buyer could be left waiting indefinitely.
Once deals on Lubborn and Llandyrnog are concluded Mr Birnie will be left with the huge challenge of finding a willing buyer for the Lincoln, Blaydon and Bridgend liquid plants, which are generally viewed as being uneconomic and in desperate need of millions of pounds of investment to bring them even close to the standards that have been set by Droitwich, Bridgwater and Stourton, if it is possible to mention them in the same breath. With serious over capacity in the UK liquid processing will one or more of them be closed or will a buyer emerge who can raise the necessary funds? Once the Co-op contract ends in August things will get even tougher and although Birnie is a turnaround expert he is not a Harry Potter magician.
Dairy Farmers of Britain producer meeting

Frustrated DFB suppliers to its Lincoln plant have organised a member meeting for the 8th July at 9.30am in the aptly named Epic Centre at the Lincolnshire Showground to discuss the epic mess the firm is in. They have requested a “well informed” representative from DFB attends. Finding the Holy Grail will prove easier, however, as DFB’s communication is such that there is no such thing as a “well informed” representative. The meeting is not only designed solely for suppliers of the Lincoln plant and is open to all DFB suppliers.

DFB Llandyrnog producers “had enough” too

A group of 20 or more DFB Llandyrnog producers have met to discuss the options open to them with a view to “making things happen for themselves” rather than sit back and wait.

Although we have not seen the letter one supplier claims DFB have written to its farmers claiming the April 2.2ppl reduction was not communicated to its accounts department (really – big surprise!) therefore they were all paid 2.2p more than they should have been in April. This will evidently be corrected in the May milk cheque. Words and phrases like “amateurs who “couldn’t run a bath” spring to mind. 

Price wars in North of England

This week has seen claims of very aggressive price wars in the North West of England involving DFB and Medina in the middle ground. DFB are evidently selling two litres for 80p and their sales staff are defending the prices by referring to the need to recoup 130 million litres of Co-op liquid business lost to Wisemans.

Meanwhile Medina are aggressively pricing milk in the North East offering two litres for between 69p to 75p depending on how hard the sales person is nailed. Middle ground people who are experiencing the DFB and Medina prices claim they are wrecking good markets and good relationships but in doing so are not selling an extra litre of milk and someone will end up footing the bill.
Dairy Crest results are a mixed bag
The headline on Dairy Crest’s year-end results has been its decision to cut this year’s and future dividends by 25%. This is undoubtedly in an attempt to fund its huge pension deficit which has increased from £31.6m to £63.3m. From October 2009. Dairy Crest will resume funding the pension deficit payments to the tune of £20 million/year.

Behind this headline adjusted profit before tax was down 8% to £79.5m, revenue up 5% to £1,648m and net debt down £59m to £415.8m. Within the report it states (cue Ian’s eyes welling-up) that DC’s Executive Directors pay has been frozen with no bonuses. Hard cheese Uncle Arthur.
When you split Dairy Crest Group’s report into added value and dairying it is clear its added value section is the backbone of the profits with its dairy business margin contributing very little. Its share price stood at 288.5p today, down 30p on 318.5p recorded on Tuesday before the results were announced.

Wisemans profits hit in end of year results

The end of year results show Wisemans profits down £35.1million (-8.6%) having processed a record 1.62 billion litres up 7% on the previous year and growing.

Profit per litre is a useful barometer, which most others shy away from stating, and last year was 2.17ppl down 14% from the 07/08 level of 2.53ppl Net debt was £25.8million.

With a declared dividend of 15p/share its share price is up 23p to £3.78 today heading towards its 12 month high of £4.18 compared to a 12 month low of £2.94.
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


