EDA Dublin 16 November 2018

Discussed about a green future fort he EU dairy sector (from left): Edmond Scanlon (Kerry Group), Robert Brzusczak
(Savencia), • Jorge Boucas (SODIAAL), Rose O’Donovan (AgraFacts), Phil Hogan (EU Commission), Hein Schumacher
(Royal FrieslandCampina) and Michel Nalet (President EDA, Lactalis)

A Green Future for European Dairy
EDA discusses sustainability questions with EU Farm Commissioner Phil Hogan
The „European Dairy Platform“ forum organised on 16 Nov by European Dairy Association (EDA) in
Dublin focused on virtually all the different aspects of sustainability. A special highligh of the event
was the attendance by EU Farm Commissinier Phil Hogan who explained to the more than 250
attendees, representing a good third of the EU milk market, the dairy sustainability plans and actions
of the EU. IDM International Dairy Magazine was in Dublin for summary of the discussion.

In his opening speech, EDA President Michel Nalet stressed that
sustainability has long since been in the DNA of the dairy sector. The aim
of the sustainability conference was, according to Nalet, to provide an
overview on developments in times of never-seen political volatility,
profound changes in the setup of the EU, international trade instability
and increased price fluctuation.

Phil Hogan pointed out that putting sustainability to the core of the
industry is a must given consumer expectations (translating into
safeguarding sale and export of European dairy products) as well as the
Climate Change has hit virtually every farmer in the Community. The EU’s
view is not to supply a single solution, which is not possible anyway due
to large differences in faming across the Block, but rather have Member
States address sustainability on a local scale. However, the States need to
have their measures and efforts confirmed by the Commission in order to receive funds from
Brussels. Hogan said that good farming practice based on scientific facts would supply the best
solutions to tackle sustainability matters adding that the EU-27 must firmly hold together also in
aspects of sustainability.
Concluding his statement Hogan said that the EU needs to defend its leading position in quality and
food safety and be a forefront runner in sustainability as well as it has to secure the market position
of its agricultural sector.

Top industry speakers
The EDA forum was not only made up by Hogan but also by several of managers of top European
dairy companies. Hein Schumacher, CEO of FrieslandCampina, said that sustainability poses an
opportunity and not a threat. But the European dairy industry should by no means compete on

sustainability standards and focus much more on the value side of
sustainabilty than on its economic side. This is easier with B2B customers,
Schumacher added, as there are common objectives for suppliers and
buyers alike. Consumers are, however, also prepared, said Schumacher,
to pay a little extra for sustainable production such as for GMO-free dairy
in Germany and (hopefully) for F/C’s new „Planet Proof“ line of especially
sustainable dairy products that will be introduced at the start of 2019.

Sodiaal boss Jorge Boucas, seconded by Robert Brzusczak, CEO of Savencia (who spoke of hypersegmenation of the dairy market), told the conference that he was aware of a growing
renationalisation of CAP that may lead to growing distortions in inner-Community trade. Hogan was a
bit weak in objecting saying that he didn’t like France’s „trial“ of origin labelling from the start. This
national measure has already become subject to a European Court procedure and the 2-year „trial“
has to phase out soon anyway. Hogan criticised not only France but also Italy in that respect.
Maintaining the Single Market was a major objective for the next EU Commission term, Hogan
added.

About 250 reps of the dairy sector form 36 countries made up the audience of the 2018 EDA Dairy Platform in Dublin

The issue of unfair trading practices that the EU is currently tackling will be fully addressed until yearend, Hogan announced. It has become evident that the farmers‘ share of added value has decreased
over the past 20 years while that of retailers has gone up. That is also why the Commission has put
farmers and small enterprises to the core of ruling out unfairness in the market.

Brzusczak brought the issue of risk management on the table asking Hogan about plans of the
Commission in that respective. Hogan said that there is still no common sense between Member
States in the definiton of a crisis situation. But Brussels must find better ways to make use of the

Crisis Reserve. Hogan called upon EDA to provide tips to the Commission about which risk
management tools may best be applied on a Community level.

The Republic of Ireland‘s Prime Minister Leo Varadkar greeted the EDA Dairy Platform in a video message

The EDA Dairy Platform 2018 also focused on environmental impacts of milk production and cow welfare. Tara McCarthy
(standing), Bord Bia, explained the concept behind „Origin Green“. Also in the photo (from left): Caroline Emond, IDF, Dr.
Olivier Espeisse, CEVA, and Richard Laxton, Arla Foods

Managing environmental dairy impact & dairy cow welfare

EDA Dairy Platform 2018
Session 2 of the „A Green Future for European Dairy“ forum organised by European Dairy Association
on 16 Nov in Dublin centered on managing environmental dairy impact & dairy cow welfare. Four
prominent speakers provided the audience with an overview on what is developing in the area of
milk cows‘ welfare and the environmental impact of milk production these days.

Moderator Richard Laxton, Arla Foods, stressed that the dairy sector needs to maintain its right to
manufacture dairy products. This requires communicationg the value of dairy and the positive
benefits of dairy in the context oft he Climate Change, he said.

Branding a whole country
Ireland has managed to brand the country itself as a source of high quality foods and ingredients in
one single label named „Origin Green“. Tara McCarthy, Bord Bia, described how that was done and
the targets of this initiative for the future. Currently, 345 food companies take part in Origin Green
whereby 95.5% of Irish dairy farmers voluntarily have become members. Ireland, McCarthy said,
aims at becoming a world thought leader in food sustainability.

The importance of the international collaboration
Caroline Emond, IDF, highligted the contribution of IDF in developing dairy cow welfare standards
which is expressed in a great number of publications. Emond explained the importance of the2016
Rotterdam Dairy Declaration, which has been signed by 26 countries so far, for setting international
standards for animal welfare and sector sustainability. Next year, IDF will publish a new edition of the
Dairy Sustainability Outlook.

Get more pro-active
Dr. Olivier Espeisse, CEVA, said that the use of animals for human purpose is generally disputed
today. The World Animal Health Organisation OIE has developed an anima welfare standard that is
recognised by the UN. The recent DG Agri report on anumal welfare reflects the current discussion
and came tot he result that some consumer demands are distractions from fundamental welfare
issues. „How can we balance public expectations against animal welfare? Should we get more proactive?“, were Espeisse’s final questions.

True figures
Dr. Jeremy Hill, Chief Science Officer at Fonterra,
explained the so-called DELTA model for an approach how
another 1.1 billion consumers can be fed in 2030. This
model delivers a complete picture and can be set against
inholistic „findings“ that are circulating in the community.
DELTA for instance looks at food waste incl. the parts that
are re-utilised and it also looks at the bioavailability of
nutrients. Instead of 15,000 liters of water that are
allegedly used to produce 1 kg of beef, the DELTA model
delivers 44 liters as real resource consumption.

The Carbon Footprint of one liter of milk varies from region to region. According to Hill, it is < 0.9 kg
in New Zealand while the world average is 1.4 to 2.4 kg of CO2 emission/l. This can be set against
substitutes like soya or almond which have a higher „real“ Carbon Footprint than milk. On a nutrient
basis, the CF story gets even worse for the alternatives. „We are missing the mark in
communication“, was one of the core statements of Hill.

A Green Future for European Dairy – Ingredients
EDA Dairy Platform 2018

Talking in Dublin about the future potential of dairy ingredients (from left):
James Neville, Volac, Claire McGee, Ibec, Bill Morrissey, Glanbia, and Dr. Miriam
Ryan, Dairy Industry Ireland
Session 3 of the „A Green Future for European Dairy“ forum organised by
European Dairy Association on 16 Nov in Dublin centered on the future potential
of dairy ingredients. Moderated by Dr. Miriam Ryan, Dairy Industry Ireland, the
forum highlighted the importance of public and privately founded R&D for the
dairy business.

James Neville, Volac, davocated for using different, specific streams of raw
material, in his case whey, tob e able to manufacture exactly the right ingredients
for the specific case uf use. Claire McGee, Ibec, explained how Ireland will
become a global leader in R&D by 2020 in a movement very much fueled by the
importance that milk has for the country. Bill Morrissey, Glanbia Ireland,
explained the AgriChemWhey Program which uses disruptive biotechnology to
overcome the fact that whey permeate ist he bottleneck in whey processing.
AgriChemWhey focuses on polylactid acid that can be used in a wide variety of
products. There is now a pilot plant installation in Lisheen and the project
partners hope to get to a commercial scale by 2023.

„The future EU – UK Dairy Framework“
EDA discusses the Brexit and possible consequences
On the backgrund of the almost chaotic discussion about the Brexit that takes place these days, the
breakout sesssion of this year’s annual gathering of the EDA (European Dairy Association) entitled
„The future EU – UK Dairy Framework“ focused on the consequences of the split of Britain from the

EU. Session moderator Wim Kloosterboer (FrieslandCampina) told the audience on 15 November in
Dublin that the industry must prepare for any outcome, be it a close neighbourhood of the EU and
the UK or be it a no-deal scenario.
The dimensions of the risks
As a start, Glanbia Cheese CEO Paul Vernon (also president of
UK Dairy UK) described the dimensions of the risks at stake
both for the EU and the UK industry. Great Britain exports
1.2m tons of milk equivalent to the EU and buys roughly 1.4m
tons from there. The mass balance seems OK but there is a
huge imbalance when looking to single product categories.
Cheese makes 34% of the British dairy imports from the EU
(470,000 tons), yogurt contributes another 24%. The UK dairy
exports are dominated by raw milk (60% of the total volume)
which are shipped to Ireland for processing. One cannot
compare the Brexit with the Russian embargo that made 250,000 tons of cheese „customer-less“ in a
day. Eckhard Heuser, CEO of the German Dairy Industry Association MIV, added in the discussion that
given the UK’s huge raw milk exports it is more or less a matter of building processing capacities – of
which the UK does not have enough at the moment.
Vernon’s forecast is that the situation won’t change until the end of the transition period in
December 2020 („if there is one“) but that it is open what will be decided until then. Anyway, he said,
the industry needs time to prepare and adapt to any new situation. Dairy managers, he said, are no
politicians who may switch their course at any given time.

Mike Petersen, New Zealand Special Agricultural Trade
Envoy, told the EDA forum in Dublin that a hard Brexit
would seriously affect the world dairy trade as the UK
ist he world’s 3rd largest importer and 5th largest
exporter of dairy products. The mutual trade volume
between the UK and the EU is about €9bn, Petersen
added. NZ hopes, Petersen said, to keep the existing
close network with the UK and the EU and aims at new
trade agreements with both sides

UK retail prices may increase significantly
Arla Foods has prepared for any outcome of the Brexit process, said
Kasper Thormod Nielsen. But the co-op which has 4,000 employees
in the UK and collects the milk from a quarter of the British dairy
farms, still hopes for the best. Nielsen pointed out that Arla, although
generating 80% of their sales in the UK from local production, might
have to pay €220m in tarrifs and woud have to complete 100 million
of customs declarations if there was a no-deal Brexit. He as well as

Vernon fear that consumer prices in the UK would significantly increase after a hard Brexit, Vernon
even spoke of the possibility that consumption could get killed.

Each deal is better than no deal

To sum it up: the EDA session on the Brexit produced one important message: each agreement is
better the no-deal Brexit. The best possible outcome oft he Brexit is that the UK stays as close as
possible tot he EU and that there won’t be any disturbing of the trade flows. By the way, EDA has
produced masterplan for a trade agreement with the UK that was adopted by the EU right at the
conference day.
When opening the EDA annual assembly, Irish Farm Minister Michael
Creed demanded that the Irish dairy industry should develop an
appropriate scale as small co-ops might not nessecarily be able to
withstand shocks to the system. The industry, Creed said, should be more
pro-active when it comes to sustainability and animal welfare matters.

Dairy markets & hedging volatility
EDA session on risk management in the dairy industry

The second breakout session oft he EDA annual gathering in Dublin on 15 November focused on
„Dairy Markets & Hedging Volatility“. The dairy industry operates in an environment with a multitude
of risks, volatility being just one of them. Weather, policy, currency, markets, finance or livestock
disease are major risk factors as well.
„Imagine your salary would change by 30%
within a three months period without you
knowing about it before“, said Prof. Declan
O’Connor from Cork Institute of
Technology, and caught the audience’s
immediate attention for the risk that is
imposed by extreme price volatility. While
normal price volatility is desirable out of an
economic perspective, extreme volatilty
has serious negative impacts on cash flow,
planning, contracting, investment and R&D
as well as it promotes substitution,
O’Connor said. As policy-led solutions for

risk management for the dairy sector are unlikely, the industry must develop private initiatives for
hedging risks. Any future CAP will most probably focus on crisis and risk management rather than just
buying product out oft he market, hinted O’Connor.
One of the most favoured ways to manage risks these days are fixed price contracts as they provide
certainty and flexibility and allow for sharing of risks, said O’Connor. But fixed price contracts are no
„silver bullet“ as there is no single solution for individual risk management requirements.
Sascha Siegel, EEX, reported that 2017 saw a dairy futures trade colume of 137,000 tons underlining
that the market has reached liquidity at a now signficant level that can`t be ignored anymore. Most
of the trading is in butter and SMP futures while, admittedly, whey and liquid milk futures still have
to develop.
Mary Ledman, Rabobank, added the US
perspective where dairy futures have been
around since 1996. Today, most of the futures
trading centers around Class III milk (destined for
cheese making), Ledman reported. 75% of the
trading, however, is not in futures but in options.
The success of the American dairy futures is due
to transparency and credibility provided by
weekly market data issued by USDA, large
farmers who take high risks and need to protect
their margins, the support by co-operative
programs and by fast food chains who want to protect the price of their menus.
In the discussion, Siegel hinted that EEX has been increasing its dairy futures portfolio for years and
might introduce a cheese future one time even if there is a big variety of cheeses around in Europe.
Siegel also said he was satisfied with the market data provided by the EU Commission’s MMO
eventhough reporting shoud be improved especially in Ireland.

Sascha Siegel, EEX, told the EDA forum that EEX and
Global Dairy Trade are currently in talkst o establish a
trade platform for European dairy products, similar
tot he NZ-based GDT internet auction.
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250 representatives of the dairy industry from 36 countries attended the EDA Dairy Platform on 15/16 Nov in Dublin and listened
intently to the high-class presentations (photo: IDM)

A Green Future
for European Dairy
EDA discussed sustainability questions at the agm in Dublin

T

he "European Dairy Platform" forum, truly the highlight of a
2-day conference venue, organised on 16 Nov by European Dairy
Association (EDA) in Dublin focused on virtually all the different
aspects of sustainability. The event was attended by EU Farm
Commissinier Phil Hogan who explained to the more than 250 attendees from 36 countries, representing a good third of the EU milk market, the dairy sustainability plans and actions of the EU.
In his opening speech, EDA President Michel Nalet stressed that sustainability has long since been in the DNA of the dairy sector. The aim
of the sustainability conference was, according to Nalet, to provide
an overview on developments in times of never-seen political volatility, profound changes in the setup of the EU, international trade
instability and increased price fluctuation.
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Sustainability is a must
Commissioner Hogan pointed out that putting sustainability to the core
of the industry is a must given consumer expectations (translating into
safeguarding sale and export of European dairy products) as well as
the Climate Change has hit virtually every farmer in the Community.
The EU’s view is not to supply a single solution, which is not possible
anyway due to large differences in faming across the Block, but rather
have Member States address sustainability on a local scale. However,
the States need to have their measures and efforts confirmed by the
Commission in order to receive funds from Brussels. Hogan said that
good farming practice based on scientific facts would supply the best
solutions to tackle sustainability matters adding that the EU-27 must
firmly hold together also in aspects of sustainability.
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Prof. Declan O’Connor from
Cork Institute of Technology:
Fixed- price contracts are no
„silver bullet“ (photo: IDM)

Sascha Siegel, EEX: The European dairy futures market
can’t be ignored anymore
(photo: IDM)

Talked about the implactions of Brexit (from left): Mike Petersen
(NZ Special Agricultural Trade Envoy), Glanbia Cheese CEO Paul
Vernon, Wim Kloosterboer (FrieslandCampina) and Kasper Thormod Nielsen (Arla Foods)

Concluding his statement Hogan said that the EU needs to defend
its leading position in quality and food safety and be a forefront runner in sustainability as well as it has to secure the market position of
its agricultural sector.

would change by 30% within a three months period without you
knowing about it before", said Prof. Declan O’Connor from Cork Institute of Technology, and caught the audience’s immediate attention for the risk that is imposed by extreme price volatility. While
normal price volatility is desirable out of an economic perspective,
extreme volatilty has serious negative impacts on cash flow, planning, contracting, investment and R&D as well as it promotes substitution, O’Connor said. As policy-led solutions for risk management
for the dairy sector are unlikely, the industry must develop private
initiatives for hedging risks. Any future CAP will most probably focus on crisis and risk management rather than just buying product
out oft he market, hinted O’Connor.

Industry heavyweights
The EDA forum was not only made up by Hogan but also by several
of managers of top European dairy companies. Hein Schumacher,
CEO of FrieslandCampina, said that sustainability poses an opportunity and not a threat. But the European dairy industry should
by no means compete on sustainability standards and focus much
more on the value side of sustainabilty than on its economic side.
This is easier with B2B customers, Schumacher added, as there are
common objectives for suppliers and buyers alike. Consumers are,
however, also prepared, said Schumacher, to pay a little extra for
sustainable production.
Sodiaal boss Jorge Boucas, seconded by Robert Brzusczak, CEO
of Savencia, told the conference that he was aware of a growing
renationalisation of CAP that may lead to growing distortions in
inner-Community trade. Hogan objected saying that he didn’t like
France’s "trial" of origin labelling from the start. This national measure has already become subject to a European Court procedure
and the 2-year "trial" has to phase out soon anyway. Hogan criticised not only France but also Italy in that respect. Maintaining the
Single Market was a major objective for the next EU Commission
term, Hogan added.
Brzusczak brought the issue of risk management on the table asking Hogan about plans of the Commission in that respective. Hogan
said that there is still no common sense between Member States
in the definiton of a crisis situation. But Brussels must find better
ways to make use of the Crisis Reserve. Hogan called upon EDA to
provide tips to the Commission about which risk management tools
may best be applied on a Community level.

Dairy markets & hedging volatility
Another session at the EDA annual gathering on 15 November focused on "Dairy Markets & Hedging Volatility". "Imagine your salary

Fixed-price contracts
One of the most favoured ways to manage risks these days are fixed
price contracts as they provide certainty and flexibility and allow for

Discussed about a green future fort he EU dairy sector (from
left): Edmond Scanlon (Kerry Group), Robert Brzusczak (Savencia), Jorge Boucas (SODIAAL), Rose O’Donovan (AgraFacts), Phil
Hogan (EU Commission), Hein Schumacher (Royal FrieslandCampina) and Michel Nalet (President EDA, Lactalis) (photo: IDM)
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sharing of risks, said O’Connor. But fixed price contracts are no "silver
bullet" as there is no single solution for individual risk management
requirements.

European dairy futures
can’t be ignored anymore
Sascha Siegel, EEX, reported that 2017 saw a dairy futures trade colume of 137,000 tons underlining that the market has reached liquidity
at a now signficant level that can`t be ignored anymore. Most of the
trading is in butter and SMP futures while, admittedly, whey and liquid
milk futures still have to develop.
Siegel hinted that EEX has been increasing its dairy futures portfolio for years and might introduce a cheese future one time
even if there is a big variety of cheeses around in Europe. Siegel
also said he was satisfied with the market data provided by the
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EU Commission’s MMO eventhough reporting shoud be improved
especially in Ireland.

Brexit and possible consequences
On the backgrund of the almost chaotic discussion about the Brexit
that takes place these days, the breakout sesssion of this year’s annual gathering of the EDA (European Dairy Association) entitled "The
future EU – UK Dairy Framework" focused on the consequences of
the split of Britain from the EU. Session moderator Wim Kloosterboer (FrieslandCampina) told the audience on 15 November in Dublin
that the industry must prepare for any outcome, be it a close neighbourhood of the EU and the UK or be it a no-deal scenario. IDM has
reported right at the day of the event at internationa-dairy.com. As
things are in a speedy process, we won’t produce a summary here
but rather refer to our website.

