
Friesland Campina, the Dutch Dairy giant have announced
a dramatic overhaul of their milk pricing system, effective
from this month. Gone is their A+B-C type system of paying
for Protein plus Fat, and then making a 3.2c per kilo volume
deduction. From now on they pay for Protein, plus Fat, plus
Lactose, in a constant ratio of 10:5:1, with no volume
charge, but with the existing financing and standing
charges. In addition, monthly milk price is no longer subject
to seasonality deductions or additions, instead, the existing
seasonality factors are netted out in the December milk
cheque.

As heretofore the price corresponds with the average prices
for raw milk of the benchmark companies in Germany,
Denmark, the Netherlands and Belgium.

Every month, the guaranteed price is estimated based on
the trend in the published milk prices of the benchmark
companies. In addition, farmers receive a performance
payment, roughly 35% of the net profit of the business. This

payment is paid in two tranches, with an interim payment
paid in September (reflecting 75% of the pro forma
performance payment for the first 6 months) and a
balancing payment in April of the following year. Additional
premia, such as 1c/kg for milk for the GMO-free Landliebe
brand in Germany, also apply.

The exercise of establishing a price for milk is a key function
for dairy companies, particularly co-ops. It is the main
economic signal which the co-op uses to communicate with
its suppliers in relation to milk value, quality criteria etc.
Friesland Campina have, after a number of years, decided
to radically reform their pricing system…..maybe it’s time
for the industry here to consider it too.

It would appear that the predicted steady weakening of dairy markets
due to occur over Q1 and Q2 of 2014 has been delayed somewhat by
continued strength in demand, particularly from China. While European
butter prices, quoted at €4013, are 6% below their July 2013 peak of
€4267,  the price quoted for SMP, €3292 is 8% over the average SMP
quote for 2013, and a staggering 88% over the intervention reference
price for SMP.

Meanwhile the IDB Purchase Price Index rose again in December, up
from 131.9 to 133.9, a record high. Remember, that means that dairy
markets finished 2013 almost 34% higher than in 2010, which if we
remember, wasn’t a bad year.

China's ongoing demand growth, which was key to maintaining markets
at current high levels is predicted to continue. Their WMP demand, at
over 500,000 tonnes last year is predicted by the USDA to grow by
another 25% this year. They predict SMP imports to grow by 15%, to
230,000 tonnes. Cheese imports are predicted rise by 18% to nearly
45,000 tonnes, and whey purchases by 20% to 442,000 tonnes.
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January

December €4,082 €3,238 $5,035 37.92
November €4,067 €3,055 $4,891 38.66

Eurex * Eurex * GDT

*: Eurex Futures Dairy Market Indices
** New Pricing Model
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IFCN World Milk Price
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See www.ifcndairy.org

38.05**€3,292 16%
$4,934

€0.385
€4,013 $0.527
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With an increasing link between
business success and innovation
spending, ICOS has increasing lobbied
for a bigger focus from European
agri-policy making on this area.

To this end significant innovation funding for food and agriculture has
been ring fenced under the ‘Horizon 2020’ funding programme.

On 14 January 2014 the European Commission is organising a workshop

 workshop in Brussels,
Belgium. The workshop will focus on how to apply to the 11 December
call for Horizon 2020 projects with a particular emphasis on the calls for
Multi Actor Projects and Thematic Networks.  However, there will be live
web streaming from the event and online participants will be able to ask
questions live via twitter, SMS or e-mail. To join this workshop please
follow this link.

http://ec.europa.eu/agriculture/eip/events/eip-research-workshop-
2014_en.htm

ICOS invites co-op board participation in the inaugural COGECA EU
director training course. The international dimension of cooperative
development and dealing with emerging markets is the focus of the
initiative, which will be of interest to many of our member dairy
cooperatives as they look to challenges post 2015.

Modules include: Coops in International Food Chains, Coop Leadership,
Board CEO Relations, Internationalisation as a growth Strategy, Mergers
and Restructuring in European Dairy, Organisational Innovation &
Marketing and Hybrid Ownership & Internationalisation.

The working language of the course will be in English and the price is
€2,295 (Course, Hotel & Meals Included).

Please contact your co-op secretary immediately for more info if
interested in participating.

In recent times there has been of a cross section of interests in UK dairy
talking up their plans to become a net exporter of dairy over the next
decade, and more worryingly targeting the elimination of all imports.

They are in the process of finalising a ‘Leading the Way’ document
outlining how the industry is going to achieve this ambitious target. It

aspires to 4 billion litres of extra milk, and a dairy herd increase of
500,000, along with other actions.

The UK remains a key export
market with 36% of our dairy
exports going there.

ICOS will be watching with
interest at what UK observers
are talking up as their ‘Food
Harvest 2020’ equivalent for
dairy.

It should be noted however that this document is being written in the
context of figures for dairy cows that are down overall in in 2013. And
England & Wales dairy producer numbers at 10,430 are 2.3% down on
last year.

New Zealand's dairy cattle numbers continue to grow with latest figures
putting the head count at 6.6 million.

Statistics New Zealand said that the past year's increase continues a
trend which started in 2006 and means there are now 1.5 dairy cattle
for every New Zealander.

Figures presented to ICOS by the Commission also show NZ production
almost 7% ahead of last year as they come towards peak. (See graph
attached)

In related news Tatua Co-operative Dairy Company will build a new
NZ$65 million specialised powder dryer after the project was approved
unanimously by its shareholders.

The Waikato dairy cooperative is working through the tendering process
to have the dryer built at its main milk processing site near Morrinsville
with Construction is expected to begin in March 2014 and to come on
stream a year later.

The new dryer will specialise in dry hydrolised protein. Hydrolisation is
the process where products are turned into a pre-digested form.
Hydrolised protein is used extensively in infant formula, enteral formula
for invalids and the elderly and in sports foods.

Analysts put the strong growth down to strong population growth,
continued urbanisation, higher incomes and nutritional concerns.
However, there are also supply concerns, due to  an FMD cull, drought,
and higher feed costs. The number of cows has dropped by 2 million
leading to a decline in milk production by 15%-20%. This was exacerbated
by a number of smaller producers having gotten out of the business,
possibly prompted by higher beef prices.

Rabobank say that they expect prices to hold around current highs before
easing from mid to late 2014 with continuing supply growth in response
to significantly improved margins. Any subsequent reduction in pricing
will be limited by structural constraints on suppliers, the need to
replenish depleted inventories and ongoing demand growth in line with
a slow economic recovery.



1. Advanced Confined Space
2. Advanced Merchandising
3. “You are the Difference”

– Customer Care Training
4. Communicating to Influence
5. Macra Mart Director Training

Programme
6. Mart Director Training Programme
7. Stock & Cost Control8.

For more details and dates on any training courses, please visit
www.icosskillnet.ie or contact us on 01-6131348 or on email:
breeda.flood@icos.ie or billy.goodburn@icos.ie

Spaces on all programmes are limited and will have to be allocated on a
first come first serve basis.  We attach details of the various programmes
for your information and consideration.

If you wish to make a booking, please contact either Billy Goodburn
(0871265542) or Breeda Flood.

We are pleased to announce that the ICOS Skillnet was successful in
obtaining funding for the upcoming year. As such we would be making
contact with all our members to assess their individual training needs
for Quarter 1 / 2014.

As you are aware we have come to the end of our current two year
project 2012-2013 and as such the ICOS Skillnet now has to go to tender

again for the next two year project. We have invited all our existing
trainers to tender again to work with ICOS Skillnet in 2014 / 2015,
through use of the government tendering website www.etenders.gov.ie.
The tender deadlines are both set for the close of business (17.00) on

16th January 2014.

Please note that we have two separate tenders up, as follows:
1. This tender is for 12months

only and is to get onto our panel of training providers for 2014 only.
This is a two stage tender process, the first of which is to get onto
our panel and the second stage is mini-tendering for programmes
as they run.

2. https://irl.eu-
supply.com/app/rfq/publicpurchase_frameset.asp?PID=72836&B
=&PS=1&PP=ctm/Supplier/PublicTenders

3.  This is a separate tender and last for the
full two years.
https://irl.eu-
supply.com/app/rfq/publicpurchase_frameset.asp?PID=72891&B
=&PS=1&PP=ctm/Supplier/PublicTenders

Trainers are welcome to apply for one or both tenders. PLEASE NOTE
THAT APPLICATIONS FOR TENDERS MUST GO THROUGH THE eTenders
Website and Submissions made as per the tender documents.

The ICOS Skillnet is funded by member companies and the Training
Networks Programme, an initiative of Skillnets Ltd. funded from the
National Training Fund through the Department of Education & Skills.

2014 could be a very important, and potentially turbulent, year in the
banking and financial markets. Over the coming months we’ll look at
various topics that could be relevant for your business and we will also
highlight emerging trends and identify potential actions to take.

We’ll kick off the year with the topic of bank credit.

What has emerged over the past 5 years in Ireland is a dysfunctional
banking system:
1. The market for SMEs is now down to three players and one of those,

Ulster Bank, is undergoing a strategic review
2. The market for medium to large business (borrowings from €10m

up) remained well served as the international banks were active in
this space.

So what will 2014 bring?

In two words: “tightening credit”.

Taking the medium to large group first, I have seen evidence in Q4 2013
of international banks retreating in the Irish market either voluntarily
(hitting its limits for now) or involuntarily (loan applications being
rejected by foreign Head Office). This is a serious development as these
banks had taken up the slack left by the pillar banks.

For business of all sizes, the impact of Basel III imposing higher capital
needs will be to reduce loan availability. Add in banking stress tests the
results of which probably won’t emerge until Q4 and you have a very
uncertain lending environment for 2014.

Action Points:
1. Quantify all credit needs. Tight credit applies not just to loans but

also availability of letters of credit, guarantees and hedging lines
(including foreign exchange)

2. Allow 9 months for renegotiating new credit lines.
3. Ensure you have robust cashflow forecasts that are “bankable” i.e.

you need to assess them from bank perspective BEFORE submitting
to the bank

4. Prepare your loan applications very thoroughly. You will get one
shot at the sales pitch.

5. Evaluate your banks as strategic partners from now on.

John Finn is Managing Director of Treasury Solutions Ltd.
(www.treasurysolutions.ie ), an independent treasury and corporate
finance consultancy. He has been actively involved in negotiations with
banks on behalf of corporates for over 20 years and is also a regular
contributor to media on finance and economic topics.

2.	https://irl.eu-supply.com/app/rfq/publicpurchase_frameset.asp?PID=72836&B=&PS=1&PP=ctm/Supplier/PublicTenders 


Results from the 1st Stage of the 2014/2015 Milk Quota Trading Scheme
were announced prior to Christmas.  Quota purchased from this stage

and the 2nd stage (closing date 7the February 2014) will be available to

producers from 1st April 2014.

Relevant figures from the past five Schemes are as follows:

� The weighted average traded price decreased by 28.8% on the
previous scheme reflecting the long term devaluation of quota.

� There was a 32% increase in the number of buyers reflecting the
need to invest in quota in preparation for post quota supply
arrangements, and, also as a hedge against a possible superlevy in
the final quota year.  [Superlevy penalty is 28.66 cent per litre]

� In total €2.4m was invested in quota

The second stage of the 14/15 Trading Scheme is the final opportunity
to purchase or sell milk quota.  All co-operatives, by newsletters, circulars
and milk statements should highlight this fact to all producers.

Generally, there are a number of commentators making a number of
suggestions and proposals that do nothing but cloud the overall position.
The position is clearly set out by the Commission through its various
regulations and EU policy.  The position is that all milk quota rules and

regulations continue in force to 31st March 2015 and thereafter for the
finalisation of superlevy and other issues.

Follow us on Twitter:Find us on LinkedIn: Contact us at:

For most herds 2014 is the second year of tissue tag testing within the
national BVD eradication programme, with the majority having had an
initial round of negative results in 2013. Many herds have either already,
or will shortly, begin their second round of tagging and this article
highlights some key points in relation to this.

Tag calves as soon as possible after birth, even if samples are only being
submitted once per week.

Place samples in a sealable bag within a sturdy envelope. The minimum
fee for submitting tags through the postal system (even for one tag) to
a laboratory in Ireland or Northern Ireland is €1.05.

This should be sufficient for up to 10 samples, provided they are packed
flat, rather than bulked up within the envelope. If you have more than
10 samples, it is advisable to take your package to the post office to
ensure the correct postage is paid, since underpayment will lead to
samples being detained by An Post. Write your name, address and herd
number on the top left hand corner of the envelope.

To provide or update your mobile number, contact 076 106 4590 or
helpdesk@bvdfree.ie

You may carry out a follow-up confirmatory test (blood sample or tissue
tag) 3 weeks after taking the first positive sample. If the status of the
dam of the calf is unknown, sample her as well.

PI animals are the most important source of infection, posing a particular
threat to pregnant stock in your own and neighbouring herds, with the
risk of further PI calves being born the following year.  If you have PI
calves, cull these as quickly as possible and certainly before the start of
the breeding season in 2014.

Purchased stock (including pregnant cattle that may be carrying PI calves)
and contacts at boundaries are the biggest risks for introducing infection
that may in turn lead to the birth of further PI calves.

All test results and programme letters are available to herd owners on
the ICBF database.

For further details on the national BVD eradication programme

12/13 13/14 14/15
1st 2nd 1st 2nd 1st 2nd

Total quantity offered (million litres) 29.3 28.7 27.2 30.8

Number of sellers 206 241 211 213 246

Total traded @ M.C. Price (million litres) 16.7 16.6 15.5 18.4 19.9

Total sold @ Priority Price (million litres) 7.0 8.7 8.0 6.8 9

% Traded in Total 98.9 86.3 82.03 92.6 93.6

Volume sought (million litres) 251.1 160.6 116.5 102.5 137.3

Number of Buyers 4116 2628 1831 1589 2101

Weighted average traded price (c/litre) 35.92 31.24 15.43 15.23 10.84

Highest Price (c/litre) 56 50 25 29 26

Lowest Price (c/litre) 8 8 9 5 4

Milk purchasers who traded (sold) quota 19 21 19 17 17

* December 2013 Prices

£0.83
€0.208 $0.285

$106.81$1.36 €4.54

mailto:t.flanagan@icos.ie

