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

	Clean
	0.7ppl
	1.00ppl
	-0.3ppl
	1.00ppl
	1.50ppl
	2.05

	Lease
	0.10ppl
	0.10ppl
	-
	0.10ppl
	0.10ppl
	0.15

	AMPE
	25.80ppl
	
	
	26.60ppl
	19.90ppl
	28.84

	MCVE
	28.06ppl
	
	
	28.23ppl
	21.31ppl
	28.09

	Producers in E & W
	12,465
	-
	-611 in 12 months
	12,514
	13,125
	12,739


Tesco price increases by 0.5ppl to 28ppl  
Tesco has confirmed that its Wiseman and Arla assigned producers will see an increase of 0.5ppl in their milk price from 1st April lasting for the next 6 months, taking its price to 28ppl, which Tesco are trumpeting as “the highest price paid by any major supermarket for liquid milk.” Arla producers received letters on Thursday, whereas Wisemans appear to be a day or so behind in notifying its producers. Producers opinions seem divided on whether this is enough based on cost increases but it is an increase and is based on Tesco’s cost tracker on which Promar gather the figures. Following this announcement others are expected to fall in to line and no-one but a suicidal fool would dare to drop prices at this stage.  The only sting in the tale for Tesco’s producers, who are not signed up to the Promar deal, is the clear indication that if they do not join the Promar scheme they are highly likely to be penalised in future.  In fact, it is clear that any farmers who are not signed up to the Promar costings run the risk of having this 0.5ppl increase withdrawn on 1st October.  However, we assume those with legitimate reasons for not signing e.g. they have a contract with a similar costing consultant, will not be penalised.  It’s a dangerous path, but one Tesco may ultimately decide to flex its muscles on.  The focus now turns to the non-Tesco Arla and Wiseman producers and what increase, if any, they will receive for April because there is no doubt behind the scenes several top brass were steering towards softening up producers for a fall in price. On that point Tesco have put the brakes on any producer price decreases and created some upward momentum and focus.  It is a certainty that the First Milk/Promar report released two weeks ago has helped focus the minds of producers and processors and certainly set a mould, which milk buyers ignore at their peril.

Wiseman to increase producer prices  
Wiseman made a statement to the city on Thursday, which contained some welcome comments from Billy Keane, its Finance Director.  Of key interest is the fact Wisemans have declared to city analysts that during February and March it has increased selling prices to cover both its increased costs and to allow it to pay a higher milk price to its milk suppliers, presumably including First Milk.  The statement actually states that Wisemans have planned a milk price rise to producers so within hours or a day or so of this bulletin one should be confirmed.  In addition Wisemans confirmed sales of its 1% milk – The one have increased by 34%.
Dairy Crests trading update lacks the Wiseman beef on producer price increases  
In contrast to the Wiseman pre-end of year trading update the Dairy Crest version simply talks about Dairy Crest being supportive of its farmer suppliers increasing costs but says nothing about increasing producer prices but “surprisingly” talks about Dairy Crest continuing “to pursue further cost related price increases as necessary” but only in relation to Dairy Crest’s inflationary costs nothing for its producers.  The reason?  See below.
Dairy Crest shares drop more than 50p in 8 hours on the back of the pre-close trading statement  
City analysts were very concerned to learn that one of Dairy Crest’s contracts with a middle ground customer has become onerous, resulting in a shock exceptional charge of £4.5million for the year ending 31st March 2008.  Clearly, this is almost certain to be a fixed price contract which Dairy Crest has and the big question is, when does it end, with the word on the street it is a 30-month contract?  The City reacted by marking down Dairy Crest shares, which lost 51.25p in 8 hours of trading, representing almost a 10% fall in the value of the company, down from 523.5p to 478.75p.  This may be the explanation why Dairy Crest’s producer prices have lagged and will not help push prices in April.  Pressure on Dairy Crest seems to be coming from its shareholders and supplying farmers.

Fall out at Dairy Crest continues as second office-holder resigns in the space of 3 months  
Dairy Crest suppliers continue to hand in their resignations, the latest being current Dairy Crest Direct (DCD) Vice Chairman, Andy Hemmings, who follows hot on the heels of Ian Sharman, who resigned in December as Chairman, to move to selling to Longclawson co-op.  Both are unhappy at being the poor relation, not having a Sainsburys liquid contract and no sign of a Morrisons contract.  Hemmings has stood down as Vice Chairman of DCD and was originally one of the Birmingham co-op suppliers, which Dairy Crest inherited.  This leaves DCD in need of serious re-organisation, especially with two of the remaining office holders no longer producing milk.  More resignations are forecast before 31st March from producers who have decided to move to another purchaser and from others who simply want to protect their position and widen their options.  The main predator signing up in the Midlands are Freshways.

Its stand on for the seriously strong cheese boys  
Lactalis will hold its producer milk price at 27ppl from 1st April as it continues to recruit producers for its expanding cheese production.

AMPE drops (0.8ppl) to 25.80ppl and MCVE (0.17ppl) a slight fall to 28.06ppl
Northern Ireland’s co-op cuts February milk price by 1.5ppl 
 United Dairy Farmers in Northern Ireland have cut their producer milk price by a further 1.5ppl, taking the milkprices.com standard litre price to 24.24ppl and makes their total price cuts since November, total 6.52ppl.  This is reported on milkprices.com as “reversing the price from one of the top performing in the UK before Christmas, to the lowest paying price in our league today.”

Arla buy time on two counts  
Arla and the Partnership sent two letters to producers this week, one concerning its April milk price and one on investment in Arla Foods UK.  The milk pricing letter talks about any change in milk price not being confirmed until into April since “negotiations are at a delicate stage”.  Given the fact Tesco confirmed their price and ASDA pay a premium over the Arla standard litre price the belief is any delicacy in negotiations once again rests with Morrisons who seem to be free loading.  The letter concerning negotiations over a possible investment by Partnership members seems to be simply a holding letter and the more sceptical suppliers are suspicious as to why it was posted, especially when it was dated on Good Friday!

Gwyn Jones re-elected as NFU Dairy Board Chairman for a further 2 years 






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


