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Dairy margins start to fall 
“The latest MCi results show that the key performance indicator of MOPF (margin over purchased feed) has started to fall” says Ian Powell, Director of The Dairy Group. He goes on to say “the average margin has peaked at £1683 per cow in April 2012 and in May was down to £1669/cow. Whilst this is only a small fall, it is just the start with a combination of the difficult grazing conditions, poorer quality forage and higher feed costs all expected to reduce this critical performance measure. The May MCi results show that milk from forage was down 1.3 litres per cow per day compared with the previous year, with feed rate increasing by 12% to 0.29 kg per litre. The average milk price in May was +1.4ppl at 27.4ppl, which offset the higher feed use and feed price. Our current forecast to March 2013 is shown in the table below:
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ActualForecast

Actual Mar-12

Mar-13

Rolling yield 81327932

Rolling milk price ppl 27.927.3

Rolling feed cost £/cow 596665

Rolling feed cost p/litre 7.38.4

Rolling MOPF £/cow 16801505


The forecast is for a 2.5% fall in rolling milk yield to 7,932 litres per cow by March 2013. The Spring milk price cuts are forecast to reduce the milk price by 0.7ppl to 27.3ppl, assuming there are no further milk price changes. The purchased feed cost is expected to increase by 0.9ppl to 8.4ppl, with the purchased concentrate expected to rise from £219 per tonne in May 2012 to an average of £275 per tonne by December 2012. The effect of the forecast lower milk yield and the higher purchased feed cost is to reduce the margin per cow by £175 per cow to £1505 per cow by March 2013, equivalent to £35,000 per year for our average herd of 200 cows. UK milk production fell by 4.7% in July compared to the previous year and in the first 2 weeks of August production was down by 3.2%, with the forecast based on a 3% fall for the remainder of the year to March 2013. To maintain the margin at the same level as at March 2012 would require a milk price increase of 4.4ppl from 1st October 2012 to average 31.9ppl for the 6 months to March 2013. This price level would be needed to compensate for the lower yield, the higher feed cost and the lower milk price (up to September 2012). This forecast is probably conservative as it does not factor in additional purchased forage (e.g. whole crop cereals) which some dairy farms have already bought. There are a number of steps that dairy farmers can take to try and mitigate the forecast fall in dairy margins. Firstly, they should assess forage stocks and plan forward their forage requirement. Secondly, forage analysis is needed to determine the quality of the forage available and how this should be fed to different groups of animals. Thirdly, to look at the different sources of energy and protein and which offer the best value for money in balancing the home grown forages available. There may be scope for reducing feed cost by reducing the protein level in the diet. Whilst these steps may help offset some of the fall in forecast dairy margins, it is bound to be a challenging winter for dairy farmers.”
	
	Monthly Results

	12 MONTHS ROLLING

RESULTS

	
	MAY 2012
	MAY 2011
	MAY 2011
	MAY 2011

	Daily milk yield per cow (litres)
	26.5
	26.8
	25.8
	25.9

	
	
	
	
	

	Daily milk yield from forage per cow (litres)
	9.2
	10.5
	2144
	2150

	
	
	
	
	

	Cows in herd
	201
	195
	200
	195

	
	
	
	
	

	Milk yield per cow (litres)
	708
	721
	8075
	8112

	
	
	
	
	

	Milk price per litre (litre)
	27.4
	26.0
	28.1
	25.4

	
	
	
	
	

	Butterfat (%)
	3.99
	3.93
	4.09
	4.05

	
	
	
	
	

	Protein (%)
	3.22
	3.23
	3.28
	3.29

	
	
	
	
	

	Concentrates cost per tonne (£)
	219
	217
	219
	196

	
	
	
	
	

	Concentrates use per cow (kg)
	207
	193
	2631
	2628

	
	
	
	
	

	Concentrates use per litre (kg)
	0.29
	0.26
	0.32
	0.32

	
	
	
	
	

	Purchased feed costs per cow (£)
	48
	44
	607
	542

	
	
	
	
	

	Purchased feed costs per litre (pence)
	6.8
	6.1
	7.5
	6.7

	
	
	
	
	

	Margin over purchased feed per cow (£)
	147
	144
	1669
	1522

	
	
	
	
	

	Margin over purchased feed per litre (pence)
	20.9
	20.1
	20.7
	18.8

	Margin over all feed (£/cow)
	128
	125
	1431
	1286


Monthly average results for May 2012

The average milk price was up 1.4 pence per litre on last year to 27.4 pence per litre.  The average butterfat of 3.99% was up 0.06% on a year ago.  Milk protein of 3.22% was down 0.01% on a year ago. Daily milk yield per cow was down by 0.3 litres per cow on last year to 26.5 litres per cow.  Milk from forage was down by 1.3 litres per cow to 9.2 litres per cow. The average feed rate for the month was up 0.03 kg per litre on a year ago at 0.29 kg per litre, with the average purchased feed cost up on last year by £14 per tonne to £207 per tonne. The monthly Margin Over Purchased Feed was £147 per cow, which was £3 per cow higher than a year ago.  The margin per litre was 20.9 pence per litre, which was 0.8 pence per litre higher than a year ago.

12 Month Rolling average results to May 2012

The rolling average yield has decreased by 37 litres per cow compared with the previous year to 8075 litres per cow. The average feed rate has remained the same at 0.32 kg per litre, with an average milk price up by 2.7 pence per litre to 28.1 pence.  The rolling Margin Over Purchased Feed (MOPF) was £147 per cow higher than a year ago at £1669 per cow. The rolling average MOPF per litre was 20.7 pence per litre, which was 1.9 pence per litre higher than a year ago.

- Ends -

For further information please contact: 

Ian Powell, Director, The Dairy Group (01823 444488)

e-mail: ian.powell@thedairygroup.co.uk
Notes to editors:

· This is a press release announcing the MCi results.

· MCi is the The Dairy Group dairy management system that incorporates setting targets for a herd combined with monthly monitoring, quota management & dairy costings.

· www.dairy-mci.com 

· www.thedairygroup.co.uk



















