
N° and issue date : 1035 - 11/02/2010�
Circulation : 5000
Frequency : Weekly Page : 1
DairyMar_1035_1_301.pdf� Size : 100 %
Web Site: http://www.group.informa.com/portal/puboptions.jsp?Option=menu&pubId=ag004 �

Copyright (Dairy Markets Weekly) No reproduction without authorisation

1 / 2�

Dairy�sector'�
muststabilise�

prices to survive'
The�Europeanand�globaldairy�sectormustrein in price�volatility
in order� to

remaincompetitive� ,� industryofficials�saidlastweek.�
The�recentcycle� of extreme�price�fluctuationswas�said to be

damagingboththe�long-term�prospects� of
farmers�and�processors

and�mustbecurbed.�
The�views�emerged� at lastweek'� s� Brusselsseminar�onthe�dairy�

supplychain�
,�

hostedbythe�EuropeanDairy�Association�
(�

EDA�
)�

,�

a�

bodyrepresentingEUdairy� farmers�
,� producercooperativesand�

processors.�
The�meeting�coincided�withthe�latestget-together of the�EU'� s� High

Level�Group� (�

HLG�
)�

onthe�dairy�sector
(�

see�DM
,�

No1034
,�

04.02.10
,�

P�
).

Industrialbuyersfrustrated
DanielMorrissey� ,�

director of globalprocurement� at Abbot�Nutrition�
,�

a�

multinational�purchaser� of dairy�ingredients�for�medical�nutrition�
products ,� gave a� warning�ondairy�pricesfromthe�perspective� of an
industrialbuyer.

Morrissey�indicated�thatglobalmilkprice�fluctuationsweremaking
dairy�productsincreasinglyunattractivefor�industrialbuyers.�

Hewarnedthatthe�EUwas�alsoputting�itself at a� competitive�
disadvantage through�

"� inflexible "� and� "�

expensive�
"�

dairy�supply.�
"� Wewantcompetitive� ,� predictable�pricing�but� it has�beenvery

volatilesince�2007
,�

"�

Morrissey�said
,� warning�thatmilkwas�competing�

with a� range� of potential�substitutes�for�use� in
nutritional�and�

industrialproducts.�
Morrissey� lambasted� the�bulk of EUcountries�for�failing� to produce�

regular�price�dataon a� wideenoughrange� of dairy�products ,�

indicatingthattheycomparedpoorlywiththe�USDepartment of

Agriculture� (�

USDA
)�

ondatatransparency.�
A� delegatefromNew�Zealand�dairy�co-op�Fonterraagreedthatthe�

volatilemilkmarketriskedbeing�boycotted�bypurchasers.�

Sectorlacking�riskmanagementtools�
PaulCampbell ,� general�manager� (� strategy )�

at Fonterra
,�

toldthe�
seminar�thatthe�dairy�supplychain�needed to put�its�house� in

order�
and�re-establishpredictable�pricing.

Recalling� the�recenterosion� of publicand�commercialdairy�stocks
worldwide�

,�

heexplained� thatgloballythe�sectorhad�few�adequaterisk
management tools� at its�disposal.�

Heprofiledvarious�options�for�stabilising�prices ,� indicatingthat
price�pooling� ,� hedging�onfutures�markets�

,�

and�operating�withlower�
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working�capital�could�all�helpcontribute to a�

'�

managed�
supplychain' in the�future.�

Campbellalsorecalledthe�importance of transparent�
price�trackingtools�

to keepfarmers�closer to the�
market.�

Volatility '� choice'�
EDA�president�WernerBucktoldDairy�Markets�that
the�volatilityfelt in the�EUdairy�sectorwas� a� result of

a�

"�

political�choice "�

to scale�backsupport�and�bring�the�
sectorintolinewithunpredictable� globalmarkets.

Herefused� to blame�actorshigherup in the�supply
chain�for�depressingdairy�prices ,�

and�would�not�
support� the�idea of anEU-wide�regulatoryframework�
for�dairy�contracts�

,�

ashas�beendiscussed� at the�
monthly�meetings of the�new�HLG�onMilk.�

The�EDA�chief�indicated�nonetheless� that
longerterm fixed-price�contracts�between�farmers�and�
processorscould�help to rein in dairy�price�volatility.�
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