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

	Clean
	0.30ppl
	0.25ppl
	+0.05ppl
	0.25ppl
	0.75ppl
	0.45ppl

	AMPE
	19.30
	
	+0.20ppl
	19.10ppl
	26.90ppl
	21.02ppl

	MCVE
	25.01
	
	+0.14ppl
	24.87ppl
	28.50ppl
	25.83ppl

	£ : $
	1.64
	1.63
	
	1.64
	
	

	£ : €
	1.15
	1.16
	
	1.16
	
	

	Crude Oil
	$66
	$61
	
	$68
	
	

	Wheat
	£104
	£114
	
	£115
	
	

	Wheat prices are once again in free fall with no serious buying or export interest to arrest the decline.

	Soya meal
	£285
	£285
	
	£308
	(Raw material sources – BOCM PAULS)
	


3.4ppl milk price drop from First Milk stuns producers  Having recruited and paid around 420 ex-DFB members a standard litre price of 22.05ppl for the past 8 weeks, since DFB was placed in to receivership, First Milk have dropped their  milk price by a whopping 3.4ppl from 1st August to a standard litre of 18.65ppl which equates to a 15% drop.
Full marks to First Milk for their transparency in declaring the ex-DFB milk is effectively for trading and not destined for any First Milk markets. They state the milk is either going in to Westbury or on to the spot market, which includes sales to liquid milk processors, e.g. Wisemans and Dairy Crest. If it lands in the liquid market it is simply assisting in the further fuelling of a price war, which numerous processors are involved in utilising both domestic and foreign milk. At least when DFB were around they held the cards to all of the cheap milk but now it appears to be spread amongst several different processors all eager to sell it at a small margin. 

Have First Milk lost almost £1.5million in 8 weeks (or overpaid by £1.5 million)?  One obvious observation is the fact that milk sent to Westbury or the spot market has not decreased in value during those 8 weeks, (see Milk Link story below) so, if as First Milk now claim “We are unable to continue paying out returns that are significantly more than we are recovering from the market place”, they must have lost a heap of money hence several are questioning why First Milk took so many ex-DFB producers on in the first place?  Producers are rightly questioning whether First Milk should have recruited so many ex-DFB producers on day 1, feeling they were seduced with the headline price. Others are even questioning the management at the co-op, wondering whether they took on the milk in the expectation of securing more profitable contracts or in anticipation that by August the market would improve and the books would show a positive return from the milk.   
Our calculation is around 420 producers supply 254 million ÷ 12 months x 2 (July & June) x 3.4ppl = almost £1.5million (lost £1.44million). The numbers are big.  First Milk claim the losses are less but have not disputed our figures.  Perhaps the difference is in whether you call it a loss or an overpayment.
Meanwhile, a number of First Milk ex-DFB producers are understandably unhappy at receiving what is called a market related price, which is less than they had hoped for.  Perhaps the only other alternative was to drop the price paid to all First Milk members, which would be a PR disaster for the co-op to handle.  
First Milk will review its ex-DFB price monthly from now on and will certainly have to work on communicating what is happening in the real market place to these producers because this price drop appears to be a bolt from no where to most, if not all involved.  The NFU were quick to criticize the drop but have yet to take action against other buyers who paid between 15 to 18p to cornered DFB producers in June.
0.5ppl milk price cut from Milk Link  Milk Link has confirmed a 0.5ppl milk price cut from 1st August, quoting intense pressure from both imported cheese and the knock on effects this brings with numerous value cheese deals currently on offer in most retail outlets.  In an ideal world further cuts would have been delayed until 1st October but the reality is the returns are simply not there and the cut was necessary. This will take the ex-DFB producers who signed to supply its Llandryrnog factory from 23.5ppl to 23ppl. Note, the 100 plus residual DFB members who signed a 3-month notice contract with Milk Link in late June will not be subject to this 0.5ppl cut because they are on a commodity/realisation price and the returns from this market have not declined.

0.6ppl cut for Muller suppliers – from 1st September.  This takes their standard litre price down to a healthy 26.2ppl.

Extra 2ppl for ex-DFB members  PWC, receivers for DFB, are to pay an additional 2ppl on all milk collected and marketed in the 2 week period between 3rd and 16th June with the possibility of a few more crumbs to come once the final margins are calculated.  Total paid to date amounts to 12ppl.
On the 19th June in this bulletin we asked the following question:  “So PWC have paid producers 10p having deducted the costs of collection, delivery and overheads. The fact is the receiver is running the business and has suppliers to pay for plastics, haulage, and staff etc, all of whom are paid at full cost with the bank via the receiver picking up those costs.  So why are supplying farmers treated differently to those other suppliers?  With 10p milk price farmers simply collect what’s left but that’s not what they signed up to.  Why are farmers not being paid a market price for their milk?” Answers please. It is a question to which we have not yet found the answer but ex-members should be asking even if they are completely fed up with the whole affair.

Milk auction results improve  United Milk’s monthly milk auction this month saw 37million litres of 1 month contract milk realise an average 19.54ppl up 0.71ppl on the June average of 18.83ppl.  Twelve months earlier saw 39 million litres auctioned to average 26.5ppl so year on year prices have dropped.

European Milk Board (EMB) criticizes Commission’s Milk Market Report

The EMB has criticized the Commission’s recent Milk Market Report (see last week’s bulletin) insisting it is essential 5% of all milk quota is immediately suspended for the current quota year.  This is simply impossible to achieve unless the Commission intends to face a raft of litigation having already provided producers across the EU with the legitimate expectation to produce up to their current quota.  So the idea is a complete non runner before 1st April 2010, if at all.   
EMB welcome the Commission’s recommendation to abolish netting, which is the current process whereby if a country is under its wholesale milk quota any farmers who exceed their quota do not pay super levy.  EMB therefore support the Commission’s proposal for on-farm quotas where any farmer who exceeds their quota pays a levy on the excess litres irrespective of whether his country is under or over quota nationally.  EMB also suggests the idea of diverting funds used for export subsidies towards a payment to farmers who agree to reduce production for loss of income.  Now think this through boys, this is a potential birthday to those who seek to circumvent the rules for personal financial gain and will open the doors to widespread abuse. 
Finally, EMB criticizes the Commission’s suggestion for the introduction of a dairy cow slaughter payment pointing out that this encourages dairy farmers to exit the industry, which is not healthy, however it may be necessary.

Belton Cheese need a van to carry the weight of medals won at Nantwich  Shropshire and Beckett family farmhouse cheese maker Belton Cheese had incredible success at this week’s Nantwich International Cheese Event Cheese Show achieving 28 medals, including 11 gold’s plus the NatWest Bank Trophy for the most points scored by a single competitor.  The achievements are more impressive when you learn that Belton were up against 2,761 competitors from 24 countries.
GB milk promotion initiative receives £2.5 million Commission Award  A little known group called The Milk Marketing Forum, chaired by Wiseman’s Sandy Wilkie, has succeeded in bagging almost £2.5 million from the Commission, which represents more than a third of the total funds available from Europe and will be spread over 3 years as part of an initiative to generically promote liquid milk.

The idea stems from the hugely successful Milk Moustache Campaign run exclusively in Scotland, which not only reversed a 20-year decline in liquid milk sales but helped increase sales by over 3% last year.  The remaining £5 million plus it is hoped will be generated from all liquid processors both large and small to give a total 3-year spend of £8 to £9 million.
Readers will not doubt recall previous efforts for England, Wales and Scotland to pull together on generic milk promotion have ended in tears and battles, mainly due to personalities with access to English funding blocking all progress.  Thankfully they are not involved this time round and all involved should be able to work together.
Coca Cola launches fizzy milk drink called Vio  US consumers can now buy a fizzy semi-skimmed UHT milk drink in several flavours, including peach, mango, citrus burst and very berry flavours.  The drinks come in classy looking aluminium bottles at a cost of £1.50.  There are not plans to bring the drink to UK shelves due the fact research confirms the drink would not be appealing to our tastes.
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


