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Issue No. 521

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

	Clean
	0.2ppl
	0.2ppl
	=
	0.3ppl
	1ppl
	0.70

	AMPE
	19.60
	
	-
	19.60ppl
	25.80ppl
	23.33

	MCVE
	24.63
	
	+0.11ppl
	24.52ppl
	28.06ppl
	27.21

	£ : $
	1.48
	1.47
	+0.01
	1.42
	
	

	£ : €
	1.10
	1.08
	+0.02
	1.12
	
	

	Crude Oil
	$52
	$53
	-$1
	$43
	
	

	Wheat
	£112
	£115
	-£3.00
	£115.00
	
	

	Soya meal
	£285
	£292
	-£7.00
	£272
	(Raw material sources – BOCM PAULS)
	


2.2ppl backdated price cut for Dairy Farmers of Britain members from 1st April  

1ppl price cut for Arla Milk Partnership suppliers from 1st May  An early announcement by Arla, which will be a hot topic of discussion at the member meetings which start in East Yorkshire today. Early warning is certainly preferable to last minute or backdated price movements.  The NFU quickly condemned the cut, pointing out that commodity prices have stabilised and cream prices have increased during February and March.  “It begs the question – what is going on here?” asks Gwyn Jones, especially bearing in mind 85% of Arla’s liquid milk is sold to major retailers and they have secured an extra 90 million litres of business from Tesco.  Also, remember that taking all these facts into consideration, it was the AFMP board who agreed to the 1ppl cut.

The caretaker Chairman of DFB has reneged on his word in less than 4 months 

On the 15th December in a DFB meeting at the Blue Bell near Ashbourne, which Ian attended, John Grantchester openly declared to Mr Burtonshaw, a younger more vocal member of the audience, in response to his criticism over backdated price cuts, that “I guarantee on my watch there will be no more backdated price cuts from DFB”. But on the 8th April he and his board reneged on this promise, dropping 2.2ppl, with the reduction partly due to business and market reasons.  Understandably DFB members feel let down as they fall back to the lowest milk price in Great Britain, have a chairman who appears to have gone back on his word and have just seen their investment converted to shares worth little, if anything. Let’s hope for the sake of these members and the rest of the industry the pain ends soon. Earlier this week one farmer described his feeling as a DFB member as follows: “It’s a bit like waiting for the hangman. You know its coming, you know it’s probably going to hurt, but there’s not a lot you can do about it”.  In 2004 Ian described the Royal Show as being like a terminally ill dog which needs taking down the vets to be put out of its misery. This week it was.  Perhaps the same should be said of DFB. 
DFB end up with a bloody nose in the High Court  Troubled DFB compounded their problems when they turned against four of their members and issued what is commonly known as an emergency injunction against them for breach of contract for supplying new milk buyers, with DFB presumably believing that they would be successful and this would send out a strong message to dissatisfied DFB producers wanting to leave and all competitor milk purchasers willing to take them on.  The plan has all gone horribly wrong for DFB, though, with three of the four farmers involved deciding to go to the High Court to defend their position.  Unfortunately the fourth farmer rolled over to the strong arm of DFB and decided to resume supplies and not sell to Wisemans.  But the other three, known as the North, South and Midlands three, won the case, saw their individual injunctions lifted and DFB, or rather its members, picked up significant costs for all sides.   It was clear to all involved that DFB were simply participating in what could only be described as reckless litigation, spending producers’ money without proper research into the circumstances behind each case.  You simply do not demand information immediately and issue ex-party injunctions without prior warning, as DFB did.  Ian hopes to study the transcripts, the judgement, together with the statements offered by DFB and to share any nuggets of information with readers as to the different reasons why DFB failed with each injunction.  It is almost certain that false promises made by the co-op were key to the lifting of one of the injunctions and all eyes will be on whether DFB failed because it was unable to convince the court it was able to pay any damages.  Will it stop DFB issuing similar injunctions in future?  Not according to one DFB representative at the High Court who arrogantly declared to one of the parties that "we will be back for you".

Have your say: should HSBC stop the French Invasion of DFB’s Lubborn Creamery? 

The re-structuring of DFB will move at pace next week with all interested parties having to submit their best and final offers for any of DFB’s remaining factories by today – Friday 10th April.  DFB’s Cinderella factory, as opposed to its Ugly Sister liquid creameries, is its Lubborn modern soft cheese factory near Cricket St Thomas, Somerset.  The factory has been making cheese for more than 25 years and was purchased by The Milk Group in 1999 then transferred to DFB.  It processes around 11 million litres of cow’s milk and 2 million of goat’s milk, with Milk Link carrying out its balancing.  It has a 20% share of the UK Brie/Camembert market with award winning brands like Somerset Brie, Somerset Camembert and Capricorn Goats Cheese, all with prominent presence and sales in most, if not all, major retailers and numerous other retail outlets.  The other (approximate) market shares of the £60 million UK soft cheese market are France 70% (Lactalis and Bongrain) and Cornish Larder 10%.  However, the French are after Lubborn! There are five known final bidders for Lubborn, viz three mainland GB and two French, whose offers are expected to be north of £7 million. A sale to the French would give them the opportunity to close the factory and replace our great British brands with imported cheese from their own larger factories made using cheaper French milk.

Key to the decision is HSBC. It can recommend a preferred bidder, and, in this case, for UK or Johnny Foreigner ownership.

So will the UK dairy industry and farmers sit back and allow HSBC to recommend a sale of Lubborn to the French and potentially throwing away almost 25 years of work and farmer investment? Or will it and they be proactive in lobbying the decision makers to keep the factory British?

This is about British-ness, so let’s try and ensure when Pat Tomlinson and his commercial friends in HSBC select the successful buyer they choose a British buyer who is committed to the long term development and success of Lubborn email Pat Tomlinson now at pattomlinson@hsbc.com, copied to ian@ianpotter.co.uk and let them know your thoughts, irrespective of whether you are a DFB member or not.  The factory should remain open in the hands of British entrepreneurs/farmers using British milk.  Any French bank in a similar position would have no option but to go for the National option.

A further point worthy of mention is the fact that if one of the two French processors is successful in acquiring the factory it must surely be referred to the Competition Authorities for approval. Or will they turn a blind eye?  

What about DFB’s liquid plants and the long overdue CTRG contract announcement?  What about the future of DFB's liquid plants? Thankfully Lincoln, Blaydon and Bridgend are almost certain to be acquired by a GB processor, as is Nene Valley.  There is a deathly silence from The Co-operative Group (CRTG) as to who has secured its contract -the last remaining main contract currently held by DFB.  Several good sources have been telling us for weeks that DFB have lost it, however. The announcements are without doubt linked and could be made back to back with the movement of the contract linked to the sales of the three liquid dairies, and a deal to source some milk from a brokering DFB in the short term.  The likelihood of all three surviving seems slim, and perhaps Bridgend stands the best chance of dodging the executioner, if only because it is in Wales.

What should DFB do now for its long suffering members?  It’s simple:

1. Be honest with members.

2. HSBC or DFB must confirm milk cheques will be paid in full and on time in April.

3. Produce a half year accounts to September 2008 or even better a draft set of accounts for the year ending 31st March 2009.

New Chairman at Dairy Council  Sandy Wilkie of Wisemans will be the new chairman of the Dairy Council taking over from Barry Nicholls after his three year term of office. One thing is certain - the Dairy Council will struggle to find someone with a personality bigger than Sandy! His enthusiasm for the industry and its promotion puts him up there at the very top.

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


