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Milk Prices



Production Costs, Interest and Borrowings –
NZ$ and Ireland

NZ Southland
 Ireland
Production costs $/kg  3.46 / 3.70 3.73

Average Debt Level $kg/ms 21 24 7

Interest cost % 7 7 3.5







Self – Sufficiency EU (+ or – 100%)
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Brazil - Increase in corn yield



Brazil - Increase in soybean yield



Brazil - Food basket
real prices (Jan 1975 – Apr 2010)







Projected Prices in 2012
OECD

• Milk 22.11 cent / ltr

• Soft Wheat €106 / tonne

• Barley €100 / tonne

• Beef R3 €2.50 / kg d.wt

• Sheep €3.84 / kg d.wt

• Pigs €1.29 / kg d.wt



Irish Beef
An expanding

portfolio of high-end
retail and foodservice

businesses



Global Risks

•Health breakdown:
· Dioxin
· Melanine
· Horsemeat
· Deliberate or fraud by someone else

•Degree of sensitivity:
· Baby food
· Well off consumers

•Reputational

•Credit – abrupt withdrawal of all credit
facilities

•Financial:
· China experience – Danone / Starbucks
· US:

o Tesco, Midland / HSBC
o No cattle traceability

· Sweden – salmonella / indirect heating



Global Risks

•Technology and market shifts:
· Glanbia in US cheese market
· Tetra pack – glass bottles
· No home delivery
· EU self sufficiency in cereals – Dutch – CAP influence

•Regulatory shift:
· Below cost selling
· Size of supermarkets
· Dismantlement of milk boards
· Shift in German attitudes to oil seed rape business for bioenergy

·Quality Control Breakdown
· Input / quality assurance – brand promises:

o Bord Bia – no sludge
o AA / DNA traceback
o Diageo insistence with Boortmalt

•Differing standards:
· US hormones / GM / BST – even Angel Dust

•Tax changes:
· Argentinean export tax – so cheap, meat for poultry



Global Risks

•Subsidy Changes:
· Influencing output – suckler scheme, so sexed semen by factories

•War:
· Goodman on the brink headline
· Brand resilience

•BSE:
·Only getting back in now since 1996 – US lifting ban recently

•Supplier:
·Customer boycott – eg Little Red Tractor

•Basic price volatility with long manufacturing lead-in times:
·Irish Dairy Board – end of 2008– interview with B Smith – wrong call

•Forecasts – can be hopelessly wrong – eg, OECD

•Relative price shifts – examples: Italy and UK beef

•Trade shifts – everything but arms – triumph of politics over economics / sugar collapse



Global Risks

The final point I want to make is the risk, indeed it may not be just a risk, but is a
fact of life of the pricing power of the great input suppliers and output processors.
For example, this is a slide of the world’s phosphate reserves. There is enough
phosphate in Morocco and the West Saraha, at current usage rates to last over
2,000 years while Potash reserves in Russia and Canada, at current rates would
last for 600 years. There is not a scarcity but the reality of cartel behaviour. The
great fertilizer companies and there are only a few of them, have seen their
market capitalisation advance in multiples in recent years. They have learned
well from OPEC and this is how farmers’ purchasing power has declined in for
example, the case of wheat.



Global Potassium Reserves



Phosphate Reserves



Net Annual Income of world’s top fertilizer
companies

??



Wheat / Oil Exchange Rate 1950 - 2012

Source: IMF Statistics Online Database.
* Author’s estimates based on April wheat & oil futures price for 2004

Year Bushel of Wheat US$ Barrel of Oil US$ Bushels per
Barrel
(Ratio)

1950 1.89 1.71 1

1960 1.58 1.85 1

1970 1.49 1.79 1

1975 4.06 11.45 3

1980 4.70 35.71 8

1985 3.70 27.37 7

1990 3.69 22.99 6

1995 4.82 17.20 4

1999 3.05 17.98 6

2001 3.45 24.33 7

2003 3.98 28.89 7

2004 * 4.20 36.00 9

2010 4.60 80.00 172012 8.80 110.00 12



ICOS National Conference
Managing Risk in Co-operative Businesses

The Global Risk Environment for Food Firms
Matthew Dempsey, Chairman & Chief Executive, The Agricultural Trust

25th November 2013, Killeshin Hotel, Portlaoise


