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

	Clean
	0.30ppl
	0.30ppl
	-
	0.50ppl
	3.00ppl
	1.07

	AMPE
	24.80ppl
	
	
	26.70ppl
	36.30ppl
	27.54

	MCVE
	27.30ppl
	
	
	28.45ppl
	33.15ppl
	29.12

	Producers in E & W
	12,103
	-
	-636 in 12 months
	12,176
	12,739
	12,428


0.75ppl Tesco increase to a 28.75ppl base price is a result others need to aspire to.  Tesco has announced that its base price will increase by 0.75ppl from 1st October until 31st March, to 28.75ppl for its Tesco sustainable dairy group.  This new base is only payable to producers who have signed up to the Promar FBA costings and those who have not signed will receive a 0.25ppl rise, taking their base price to 28.25ppl, leaving a differential between the two groups of 0.5ppl going forward.  The doubters have been given until the end of October to sign after which the book will be closed with no opportunity to sign up at a later date.  The move raises several questions: 

1. Will Tesco raise retail prices on the back of the increase? 

2. What extra have Arla and Wiseman as contract processors been paid? This links to question 1 above because with almost 1 billion litres of milk contracted to Tesco the 0.75ppl increase could amount to £7.5 million and, if by chance Arla and Wiseman have negotiated a similar increase on their costs, the total Tesco invoice could be heading for £15million and it’s unlikely Tesco will take this amount off its bottom line.  However, note, Tesco has declared that its 6 month pre-tax profits are up 10.3% to £1.45billion so a top figure of £15million could be considered loose change to Tesco.
3. Are Promar tooled up to do the training and work they claim is required with each farmer if a large number of them suddenly sign up?  

 4. Do other liquid milk buyers have any option but to follow Tesco?

Cue more milk coming from Northern Ireland, Belgium, France and Holland, even if it is not farm assured to our specification.  One thing is certain the liquid premium is now back on the table and as we tip into 2009 the gap between liquid and cheese farm gate prices is likely to increase.  This price move will be difficult for the cheese processors to match or even consider in the current market.  The reality is that only 0.5ppl was on the table for the Promar costings people a week ago and by negotiation this has been increased to 0.75ppl, which says something for those involved and for Tesco being willing to sit down and listen.  But Wisemans Pete Nicholson, commented at this weeks Dairy Show, for some the 0.75ppl will not be enough but it never would have been!
Some key points before farmers sign up to Promar costings  As well as the question as to whether Promar have the resources to deliver what Tesco require, farmers seem unclear as to what they will be signing up to and the terms.  According to our information, farmers need only sign up to the Promar costings on a monthly basis, which means if you agree to sign up today it’s up to Promar to get a physical signature from you.  In addition you don't have to track back in time with your costings to a point earlier in the year or do costings from your last year end. The costings do not have to be synchronised with your year end therefore, as we understand, the deal if you sign up today can run until your year end, e.g. April 2009, and then inform Promar they can synchronise with your year end from then on. So don't allow Promar to persuade you to go back through your costings before you sign up because that's not the deal it has with Tesco and is unnecessary and adds cost. Lots of work for Promar and all for the all inclusive price of £760 or so for a typical producer.
13.4% increase in SPS exchange rate as 2008 rate comes in at almost 80p to the Euro.  The 2008 single payment rate conversion was set on the 30th September by the European Central Bank at 0.79030 to the Euro or 79.03p to a Euro.  This compares to a 2007 rate of only 0.6968 and represents a welcome 13.4% increase and translates to higher payments to help combat increased rates in modulation.

1ppl price increase from Milk Link but extra 0.8ppl will not be easy to scoop   Milk Link’s 1ppl increase is from 1st October taking its standard litre price to 26.7ppl.  The increase will not be paid to organic suppliers or those on south east manufacturing contracts.  Note, the price actually includes a 0.8ppl bonus which is only achievable if a farmers supplies at least the same amount of milk they supplied in 2007 calculated on a month by month basis.  Achieving this could prove a huge challenge given the summer we have just experienced and the knock on production consequences which are being seen across the UK.

Next week’s October price announcements  There is more than an air of expectation and anticipation that Wiseman, Arla, Dairy Crest and some have even suggest Dairy Farmers of Britain will announce a 1st October price increase.  Our expectations are perhaps a little more realistic in that we expect 2 of those to make announcements perhaps a third to those involved in its liquid contracts but all 4 would be nothing short of a miracle.  
Wisemans have dipped into their piggy bank again to purchase a further 100,000 shares at a cost of £3.20 each = £320,000.  On today’s share price of £3.33 the company is valued at £242million.
Dairy Crest almost certain to close Nottingham facilities  Having only owned its liquid bottling facility for 2 years, following its acquisition from Express, Dairy Crest has commenced redundancy consultations with more than 200 employees at its Nottingham plant, which handles around 88million litres/year.  The end result is almost certain to be closure of the plant and the lack of milk supplies is equally likely to be a major factor. It would appear Dairy Crest have a team of human resources experts on tour having almost completed their job of closing its Hartington factory, involving 170 jobs, they have now moved to Nottingham.  Where will they call next?  Note, Dairy Crest has announced its performance for the past 6 months is in line with expectations with full half year results due out on 13th November.

First Milk to axe jobs at Aspatria and Haverfordwest  More job losses totalling 18 are on the agenda for two of First Milk’s processing plants.  

Former Milk Link CE receives the 2008 Dairy Industry Award  At Tuesday evening’s Dairy Industry Show, former Milk Link Chief Executive, Barry Nicholls received the award for outstanding contribution towards the dairy industry.

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


