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Issue No. 513
	
	Today
	Last Week
	Change
	4 Weeks Ago
	Same Week 2008
	12 month average

	Clean
	0.3ppl
	0.30ppl
	-
	0.20ppl
	1.10ppl
	0.70

	AMPE
	20.70
	
	-0.30ppl
	20.40ppl
	27.00ppl
	24.44

	MCVE
	24.55
	
	-2.64ppl
	27.19ppl
	28.85
	27.81

	£ : $
	1.42
	1.45
	-0.03
	1.46
	
	

	£ : €
	1.11
	1.13
	-0.02
	1.11
	
	

	Crude Oil
	$35
	$40
	-$5
	$37
	
	

	Wheat
	£123
	£121
	+£2.00
	£113.00
	
	

	Soya meal
	£314
	£300
	+£14
	£268
	(Raw material sources – BOCM PAULS)
	


The For Sale board at Dairy Farmers of Britain is now public - This week has seen Price Waterhouse Coopers (PWC) corporate finance team in London officially put the for sale board up at Dairy Farmers of Britain following the sudden collapse of an agreed deal in January for its liquid business, which was to automatically roll in to a back to back deal for its cheese business, which is more attractive and has been the subject of keen interest from a number of potential purchasers from far and wide.  PWC have conducted a strategic review of the business and have been advising both the board of DFB and the bank since the sudden departure of Philip Moody and the axing of his consultancy firm, Smith Williamson by DFB. With spot and commodity milk values sliding south it is the liquid portion of DFB’s business which will prove the most challenging to sell.  PWC have identified a number of businesses who they believe could be interested and have written to their senior people seeking confirmation of their “appetite for acquisitions” and the “timeframe” they could move and where funds would come from.  PWC’s efforts will focus primarily on the liquid business and their task is not made easy by a credit crunch, which has resulted in banks cautiously loaning money, even to gold plated projects and the crucial fact that any balancing milk is set to lose 4ppl+ even on DFB’s market trailing price. Selling that milk in to intervention cripples your cash flow.  One processor commented “you may as well blow your brains out when looking at balancing any surplus milk purchased on contract”. Let’s hope a buyer for the liquid business steps forward quickly to ensure DFB members have a market for their milk through the flush.  The sooner a deal is done and DFB members are passed to “safer hands” the better and it needs to be within the month.  DFB have subsequently issued a press release claiming it has received an unsolicited third party approach.

Average farm gate milk price 26.38ppl - The December average farm gate milk price was 26.38ppl, which was 0.72ppl down on the November average (27.10ppl) and 0.23ppl down on the December 2007 average (26.61ppl).  The 2008 average price was 25.93ppl the highest ever recorded and in second place comes 1996 at 25.02ppl.
Dairy UK supports The Dairy Council as DairyCo concentrates on farm issues – It is certainly a very confusing situation when you have DairyCo, Dairy UK and The Dairy Council, especially when it comes to understanding who does what.  However, the move by DairyCo to pull back from its funding of The Dairy Council perhaps draws a clearer line in the road.  DairyCo will, in future, concentrate its producer levy money into areas before the tanker leaves the farm gate and crosses the cattle grid onto the highway.  No longer will farmers be funding around £365,000 currently going from DairyCo to Dairy Council with the core future funding for The Dairy Council resting in the hands of Dairy UK.  From 1st April The Dairy Council will become a wholly owned subsidiary of Dairy UK and will eventually move into Dairy UK’s offices off Baker Street, which will help cut costs.  The Dairy Council’s role will continue to focus on areas like defending attacks on dairy products, nutritional values as well as dealing with proposed changes to regulations.  DairyCo’s role will be to fund and defend dairy farming issues and to be fully prepared to defend issues such as cattle welfare, lameness, all year round housing, longevity and dairy farming’s general image.  To the outside world little will change other than the way DairyCo functions.  It certainly has the potential to be a popular move for Dairy UK as they climb the dairy ladder and overcome any 2008 political hiccups as they fly the flag as the organisation which is working for the whole of the UK dairy industry.

Cumberland Cheese factory closes – In 2004 three Cumbrian dairy farmers set up their own processing company producing four types of local cheese, adding between 75p to £1.20 per litre of milk over and above the cost of production.  The venture stemmed from the FMD crisis but has now decided to cease trading following declining sales as consumers turn to cheaper low value dairy products.  Full marks to all three farmers for having a go.

Plans to sell cow pi-s – If it was April 1st you think this was a wind-up but thanks to an eagle-eyed budding communications reader we are delighted to bring you confirmation that a group of Hindu’s in India plan to launch a fizzy soft drink made from cow’s urine.  They claim the drink helps fight around 80 diseases, including cancer.  Cow urine is already drunk at religious festivals.  Perhaps, those who struggle to sell milk might have more success selling this wee drink.

US dairy co-operatives agree to remove future over supply – The famous CWT programme in the USA has confirmed that it will fund the self-help programme which pays producers to leave the industry and for their cows to be slaughtered for the next 2 years until the end of 2010.  In its press statement it confirms US production costs “far exceed the price dairy farmers receive for their milk.”  The aim is to cut US milk supply to help bring a better supply and demand balance.
US farm gate milk prices to hit a 30-year low – The forward projected average ex-farm gate milk price for US dairy farmers is expected to hit a 30-year low at under 17ppl (16.8ppl).

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


