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Issue No. 517
	
	Today
	Last Week
	Change
	4 Weeks Ago
	Same Week 2008
	12 month average

	Clean
	0.3ppl
	0.3ppl
	-
	0.3ppl
	1ppl
	0.70

	AMPE
	19.60
	
	-1.10ppl
	20.70ppl
	26.60ppl
	23.84

	MCVE
	24.52
	
	-0.03pl
	24.55ppl
	28.23ppl
	27.50

	£ : $
	1.40
	1.42
	-0.02
	1.42
	
	

	£ : €
	1.08
	1.12
	-0.04
	1.11
	
	

	Crude Oil
	$47
	$43
	+$4
	$35
	
	

	Wheat
	£113
	£115
	-£2.00
	£123.00
	
	

	Soya meal
	£288
	£272
	+£16
	£314
	(Raw material sources – BOCM PAULS)
	


2ppl milk price cut for Blackmore Vale suppliers – from 1st April.  Its standard litre price reduces to 25.25ppl(milkprices.com)
1ppl milk price cut for Parkham Farms suppliers – backdated to 1st March – (that’s Parkham Farms firmly placed on the naughty step).  Its standard litre price reduces to 25.06ppl (milkprices.com)
1ppl milk price cut for South Caernarfon Creameries – backdated to 1st March (that’s South Caernarfon Creameries sitting alongside Parkham Farms on the naughty step!)  Its standard litre price reduces to 23ppl (milkprices.com)
DEFRA January farm gate milk price falls to 25.58ppl 

The average price paid, including bonus payments, was 25.58ppl which was 0.24ppl less than the January 2008 average.

1ppl guaranteed price reduction from Freshways following the loss of a major contract 

Freshways have completed 4 regional meetings where producers holding one of its 25p minimum price guarantee contracts have been asked to voluntarily accept a reduction of 1ppl to a 24ppl minimum price following the loss of the Whitbred contract to Milk Direct.  Most, if not all, Freshways suppliers have appreciated the openness and honesty displayed at the meeting and at the end of the day they are one of the few farmers with a minimum price contract and extremely favourable milk supply payment terms.  Currently Freshways farmers are on 9 months notice contract both ways and it is understood that the termination notice required from any dissatisfied farmers will be reduced from 9 to 6 months.

Tesco flex their muscles by taking milk off Wisemans to give to Arla 

Tesco has reduced the volume of milk it requires from Wisemans in favour of Arla in a move which will result in the 60%:40% Wiseman:Arla split balancing out at 50:50 from May 2009.  The suspicion is that the retailers move is price based.  With Tesco’s total own label requirements standing at around 900million we calculate the move translates to Wiseman Tesco contracted farmers surrendering around 90million litres, which we assume will be a hit the Tesco balancers who will have to absorb the drop as opposed to the Wiseman Tesco core contract producers.  The flip side is Arla will have to convert some of its existing Tesco balancers to core contracts or even recruit additional balancers.  In Wisemans latest trading statement reference is made to a net reduction of 40million litres impacting on profits by around £2million (5ppl).  This figure presumably means the Tesco 50;50 split excludes Wiseman’s own brands it is supplying to the retailer like Fresh & Lo, The One, Pure etc. but this is not clear.
Will it be Mission Impossible for DFB on loanstock vote? 
During the week numerous accountants, lawyers and loanstock holders have copied Ian in on their opinions of DFB’s latest move which, to a man, do not support the co-ops Board. If loanstock holders are getting the same information then DFB’s task of getting them to approve the conversion of their loanstock for equity must now be approaching "Mission Impossible".

The main two points that all of the various legal and accounting experts make are these:

1) If loanstock holders vote yes to the swap they surrender their 2% over base income for what are non voting right shares, which are likely to yield minimal, if any, income. In addition, today loan stock ranks ahead of everything else after the bank, if this proposal gets the yes vote this ranking evaporates.
2) The ability for the board of DFB to cancel the shares by giving only 10 days notice and at the Board’s discretion is considered the sting in the tail and has annoyed most of those who have studied the paperwork.

This week we see another development. Enter stage right former Milk Group Chairman David Stern, who has been so inundated with calls he has confirmed to DFB that he will personally attend each of the loan stock meetings on the 26th of this month with a box of proxy votes he has already received, which number more than 30 and are likely to increase. The sad thing is that Stern has been forced into handling the proxy votes, with loanstock holders declaring they no longer trust DFB. Stern is still clearly trusted by some, and this will have been reinforced by his refusal to divulge the names of the proxy votes he holds, despite a move by DFB to get him to do so.

DFB always knew this move would be a very difficult proposal to get through with loanstock holders, which is the reason it was ditched 12 months ago. There are those who understand how important and serious the issues are, and at the opposite end there are those who don't understand and have simply put the paperwork behind the clock on the mantle piece. The former will vote as they see is right, the latter how they are told to vote or not vote at all.
Meanwhile at member level there is little doubt DFB’s Council will be encouraged by the Board to support the motion, believing the move will help sort DFB out. The co-op and its remaining members are almost clinging to the last glimmer of hope, with this one last throw of the dice.  One argument is that the Council will take the view that mentally members have written off their member investment and that today it is worth very little, if anything, so converting it all to equity is no big deal if it helps DFB.  In a nutshell, it all boils down to whether those with hard earned money invested will put the interests of DFB above their own personal interests. All need to think carefully before they take action.

David Stern and the loan stock holders are very aware, as Ian is, that DFB could easily use the blackmail card and blame those who vote against for all of the future consequences which the Co- op encounters. DO NOT ACCEPT THIS. This card has always been around and has been flashed at Ian by DFB top brass (bottom brass) on several occasions. DFB will be only too keen to find a scapegoat for its downfall rather than accept it was all down to bad business management.
Co-op liquid milk contract adds further pressure to DFB 

The tender award for the co-ops (CTRG) remaining liquid milk contract, currently held by DFB, is now firmly on the radar and will be a contract DFB will try hard to cling onto despite all the odds being stacked against them.

Back in August, Wisemans picked up 50million litres of DFB’s CTRG South East liquid business for its Bridgwater plant.  Following that change we calculated that DFB would be supplying 160million litres and Wisemans 120million litres but when added to the combined Somerfield/co-op groups milk requirements it resulted in Wisemans 220million (42%), DFB 160million (30%) and Arla 150million (28%).  The word on the street is that these three suppliers are almost certain to be reduced to two within the month.

Swedish milk producers threaten to withdraw co-operation with Arla 

Swedish dairy farmers are flexing their muscles by refusing to co-operate with Arla Denmark due to what they call a lack of respect.  They intend to withdraw all co-operation unless Arla adjusts the milk price to ensure both Danish & Swedish suppliers to the co-op receive the same milk price.  Today Danish farmers receive around 26.3ppl compared to the Swedish producers who receive around 22ppl.
Rock-A-Bye Baby (Part 2) 
First Milk’s communications director, Paul Flanagan, only just missed the announcement of the birth of his son, Sean Michael, in last week’s bulletin with a 4pm birth.  The proud father reads him the First Milk press releases he’s written to get him off to sleep and Potter’s weekly bulletin to perk him up and keep him awake.
Grazing/Heifer rearing available 
250 acres of grazing available fenced for cattle and sheep available as grazing or on a per head per week contract farmed basis.  Location Ashbourne, Derbyshire (DE6), if interested other than being nosey email Ian at the office.
Wanted 
Top quality feeding barley straw within 100 miles of Derby.

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


