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

	Clean
	0.3ppl
	0.3ppl
	-
	0.3ppl
	1.10ppl
	0.70

	AMPE
	19.60
	
	-1.10ppl
	20.70ppl
	26.60ppl
	23.84

	MCVE
	24.52
	
	-0.03pl
	24.55ppl
	28.23
	27.50

	£ : $
	1.42
	1.45
	-0.03
	1.43
	
	

	£ : €
	1.12
	1.11
	+0.01
	1.11
	
	

	Crude Oil
	$43
	$35
	-$8
	$43
	
	

	Wheat
	£115
	£123
	-£8.00
	£119.00
	
	

	Soya meal
	£272
	£314
	-£42
	£303
	(Raw material sources – BOCM PAULS)
	


Further 1.8ppl milk price cut from Lactalis from 1st March 2009  Lactalis have now confirmed a price cut of 1.8ppl, which we speculated was on the cards in last Friday’s bulletin.  This takes the total cut to 2.35ppl in the space of a month.  However, Lactalis have come in for criticism for what is seen as a complete U-turn in communications.  In the words of one of their loyal suppliers, they were considered to have a very straight forward contract, paid us well and were good to work with.  Now there has been a take it or leave it attitude towards the farmers.  Scottish Farmer has picked up on this commenting that Lactalis would not confirm its latest price cut.  Lactalis has also introduced what has been called a !super quality bonus! of 1ppl for achieving 3.3% protein, 50 Bactoscan and 200,000 SCC which some farmers, including the farmer committee, feeling this is unfair due to the fact around only 30% of Lactalis suppliers hit these targets. They believe this is not a fair reflection of Lactalis’ milk prices when this bonus is accounted for in the milk price league tables.

£70m debt for equity swap at DFB is latest move  

Current and former DFB members are being asked to support the board in a proposal to exchange £70m of debt for equity as the DFB Board continue to explore all avenues in order to stay alive. The value of this equity in DFB is of particular concern to its members and former members.  The loan stock holders currently receive interest at 2% above bank base on the debt but if it is swapped for equity they may receive a dividend and the shares “could” be tradeable.  However, should the worst happen by opting for the swap they will have surrendered any hope of a few crumbs in the form of a few pence in the pound.

This is an idea DFB tabled a year ago, and is a reversal of an earlier DFB transaction where shares in The Milk Group’s Nene Valley and Lubborn were exchanged in an equity for debt swap.

Ian understands there are more than 3,000 loan stock holders involving £18m and each year of stock holding has its own vote and it is possible some years will support the board whilst others may reach the required votes to carry the proposal. The meeting of DFB ex-members holding loan stock near Stoke On Trent on the 26th March is likely to be attended by some of the more vocal loan stock holders. There will be a separate meeting for each year of loan stock so 7 meetings on one day for  2012 to 2018 loan stock holders! And then, the following day, DFB’s council will vote on the proposal on behalf of its 1,500 or so current members who account for £52m of member investment.  However, realistically most have already mentally written off any hope of recovering any of their investment.

So, what to make of the move? 

Well, if voted through, it certainly strengthens DFB’s balance sheet. But it also clearly gives those involved non-voting shares, which leaves the DFB board with a free hand post 26th March. 
The move has instantly attracted the attention of a number of loan stock holders and ex-DFB suppliers as the DFB proposal has given all involved the minimum amount of time to do any research on it. Several are questioning whether there is a hidden agenda, and we think it may prove a challenge to get approval from some of the loan stock holders who have been quick to consult legal eagles at Burges Salmon, NFU, CLA and others. There is also a slight complication in so far as an Industrial and Provident Society there is a maximum of £20,000 in shares that can be held by an individual member, unless you elect two classes of shares. A solution is yet to be worked out. Note, it is believed the move does not affect those who still have the 5p guarantee liability.

Fair do’s to John Granchester and his small DFB board, though - they are trying their best and the expectation is that with luck and a good wind Granchester will complete his roll as caretaker Chairman by 1st April and step down when, one way or another, the crisis should be over. By that time everyone hopes DFB’s members and its business “will be in a better place.”

Seamy News of the World headlines at NFU HQ  In a shock move Paul Temple announced he is to step down from the role of NFU’s Vice President. In a short press release no doubt vetted with keen interest by Head of Communications Liz Falkingham, he said: “Due to a combination of personal and business circumstances I require a period of time at home.  Because of this I feel I cannot give the time and commitment necessary to carry out the role.”  His period at home will be somewhat unusual and short lived, not least due to him spending more than a few nights enjoying the personal hospitality of none other than . . . the Head of NFU Communications herself.  President Peter Kendall said: “I am extremely sorry to lose Paul from the officeholder team but understand and respect his decision and would like to thank him profusely for the work he has carried out.”   The press release concludes by stating that “The NFU is the voice of British farming and provides professional representation and services to its farmer and grower members.”   Full marks to the communications boss for taking the latter so literally!

Arla Denmark reduce farm gate price by 2.4ppl (-20 Danish Krone)  Danish milk producers supplying Arla have been notified of a 1st March backdated price cut equivalent to 2.4ppl due to “global over production, market pressures and significant commodity stocks”. This takes the Danish standard litre price to 212.4 Krone, equivalent to 25.3ppl including expected end of year bonus.  Arla’s price drop is not alone with the news that Campina Friesland of Holland have reduced their price down to 25.25 Euro cents (22.7ppl) partly due to the fact their price is based on a basket of prices including Arla’s Danish price.  Spot milk in Germany ex-farm this week has hit a miserable 13 Euro cents litre (11.6ppl)
Fair trade for Cadbury Dairy Milk but does it extend to UK milk suppliers?  This week branded chocolate maker Cadburys has declared its plan to achieve Fair Trade Certification for Cadbury Dairy Milk and hot chocolate by the autumn.  This is achieved by buying Fair Trade cocoa from farmers in Ghana.  We hope the Advertising Standards Authority will keep a watchful eye on this labelling to ensure fair trade for the dairy farmers who supply the milk to Cadburys!

Irish claim huge release of cheese stocks  This week’s Irish Farmers Journal’s editorial comment will stick in the throat of some readers.  It reads: “Meanwhile, the cheese market in Britain has been devastated by the huge release of stocks by the financially troubled Dairy Farmers of Britain. That has pushed ‘spot’ prices for bulk cheese below the returns for milk powder.”  We have not found evidence of such a huge release of stocks.  The article also questions whether large volumes of butter and SMP coming out of Westbury meets intervention standards, which, if true, will push further product onto an already weak market.

Rock a bye baby  And finally . . .  the big question in First Milk circles today. If the wife of communications director Paul Flanagan gives birth at 16:59 today, will he still log on to the Potter website, as per usual, at precisely 17:00?  We look forward to bringing you news of the arrival of Ian Richard Peter Roger Robbie Mansel Flanagan (assuming he’s a boy) next week.
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


