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MILK PRICE INCREASES
Milk Price Latest

Further to the confident milk price
expectation expressed within the
May DCD Newsletter, intense and
prolonged price discussions have
continued throughout June/early
July with Dairy  Crest to agree
increases to apply for both
Davidstow and Liquid contracts.

Davidstow
With Davidstow, we were pleased to
be able to agree an increase to
apply for July of +0.75p/litre , this
addition restoring the Davidstow
price as the leading milk for ched -
dar cheese price in the UK.

Liquid
Unfortunately with Liquid contracts,
DCD has not been as successful for
July, but we have reached an
agreement for August. 

DCD’s protracted negotiations
have again been reinforced by a
wealth of well publicised dairy ingre -
dient market evidence supporting
the case for an increase.

These were countered by DC with
contrasting commercial realities
which have resulted in a ‘discon -

nect’ between wholesale and retail
markets.

This DC position has been backed
by recent independent third party
accounts (i.e. Barry Wilson/Ian
Potter) of this disconnect; with
reports of “mayhem” in middle
ground markets, where Barry Wilson
also states in his latest DIN
Newsletter that: “ margins are being
driven to the wall” . He also cites
continued competitive pressure
from retailers with margins being
squeezed. 

DCD continues to challenge the
reality of this unpaletable situation,
particularly against such a strong
and sustained dairy market back -
ground that should provide
improved alternative returns to DCD
members.

In conclusion, DCD has accepted
an increase to apply to the base
price on non aligned Liquid con -
tracts by +0.42p/litre from August.
This being the best result achievable
at this early stage in July.

Further DCD/DC meetings are
scheduled throughout this month to
continue to review this position, as
DC has again re affirmed it’s com -

mitment where additional returns
are secured these will be shared
with suppliers.

DCD appreciates completely the
frustration that members on liquid
contracts will express at not receiv -
ing an increase for July. DCD had
remained in constant discussion
beyond the end of June in a further
attempt to secure this. 

The increase achieved so far for
August of at least +0.42p/litre is of
course welcomed, but remains very
much a ‘ first step’ to convert the
ongoing strong market signals into
further milk price increases.

Margins in The Dairy Supply Chain
Recent comments regarding the
changing margin dynamics within
dairy supply chains will ensure that
Dairy Co Datum’s forthcoming inde -
pendent report on dairy margins
later this month will be of consider -
able focus to all. 

New DC Milk Supply Agreement
The revised supply agreement
negotiated between DC/DCD dur -
ing 2009 will apply from the 1st July.

As a reminder of how this will impact
in practice for July and August -
please see the example overleaf.

NFU ‘Great Milk Robbery’
Published in June, this NFU report highlighted the
improved dairy market situation to all parties within
dairy supply chains. Thank you to all that forwarded
comments to DCD in response. 

The element that generated most comment related
to the +4.3p/l additional 'profit ' on litres sold on a
NFU May 09 vs. May 10 comparison - see red arrows
on the chart (left). This updated chart records AMPE
(after transport), auction and the DCD non aligned
liquid price over the last three year period. 

DCD agrees completely that dairy markets have
accelerated and use this important data to support
price increases with DC. But also notes that the
AMPE value in May 09 used by the NFU for compar -
ative purposes was only at 18p/litre, a deficit of
6p/litre from the DCD liquid or Davidstow prices at
the time. So even applying the +4.2p suggested
within the Report, this would still fail to deliver an
acceptable price. The graph clearly shows that the
DCD price has delivered greater stability in compar -
ison to the market  volatility of the last two years.
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Your DCD Forum Member

- contact details on page
2 of your milk statement

DCD Energy Services
0845 337 0247

Dairy Crest Help Desk
01372 472372

White Gold
0845 873 1410

Antibiotic Testing - Millwood
01225 460234

Useful contacts... DCD Office
Michael Masters
T:   01458 835060
M:  07729 788767
F:   01458 833007

E: mmasters@edgarley.fsworld.co.uk

www.dairycrestdirect.co.uk

Published by Dairy Crest Direct Ltd.

Contract Details:
Further to the details released last December, please
see the following contract details with a before/after
indicative guide for comparative purposes. 

Base Contract :
l Notice - Move from quarterly to monthly ‘notice’
dates, with no change to the current 12 month notice
period - by either party, now served at any month end. 

l Schedule 4 Notice from 6 to 12 months - Notice of any
future changes to Schedule 4 to align with the contract
notice timescales at 12 months.  

l Price Review - To continue monthly. 

l Seasonality - No changes currently proposed.

Schedule 4 Revisions :
l Butterfat - Re-base the Nil band from the existing
3.95%/4.05%, to the new 3.75%/3.85%.There are no
upper limits to the BF bandings, each incremental
+0.10%BF band providing +0.17p/litre.

l SCC - An extension of the Nil band from 200 to 250 . 
The automatic disregard of the worst
test result for SCC and bactoscan
remains. 

Please note the changes for three
month geometric averages above
300 SCC. 

(There are no changes applicable to the
existing bactoscan parameters.) 

l Profile - Remove all negative bands, the new profile
operating from Nil to +1.5p/litre. (n/a seasonality only)

l Collection/Volume - Extend existing schedule, adding
three additional bands (n/a for specialist pools.).

l Forecast Accuracy - Remove accuracy payments.
Although a full 12 months DCD forecast return will still be
a requirement to secure indemnity insurance. 

Summary:
The new Schedule will see changes applied to the base
price to take account of all revisions. Sums previously
earned by forecast accuracy will also be added back
into the base price. 

Please see example incorporating the contract revision
as applicable at July and August payment rates within
the seasonality/profile variant below. Example using
milkprices.com flagship parameters for a 1m litre supplier,
EODC, at 4%BF, 3.3% Pr. at average RPA profile.

[Note: Seasonality only option base price will change from
21.966p to 21.908p - for July - excludes profile changes.]

LIQUID - NEW AGREEMENT EFFECTIVE 1ST JULY 2010


