
I recently attended a conference run by 
the NFU on Milk Futures which looked 
at the opportunities available to the UK 
dairy industry.  Since the price crash in 
2009,  the use of futures to trade milk in 
the US has grown dramatically to allow 
farmers to manage their exposure to 
risk in the market. The US now operates 
a sophisticated system which effectively 
reduces the impact of milk price volatility 
and has contributed to the sustainability of 
many dairy businesses. 

Here in the UK, there is much work to do to 
get to this stage - the industry is only just 
beginning to find its feet in a de-regulated 
marketplace detached from milk quotas 
and there are many obstacles to overcome. 
One significant hurdle that the UK needs 
to address is the complexity of its pricing 
system and specification requirements. To 
operate a successful futures market, the one 
thing that needs to be very clear is the price, 
meaning that commodities such as bulk 
butter, 40% cream, mild cheddar cheese and 
liquid milk would need highly standardised 
product specifications including quality and 
constituent requirements. 

The industry would also need to facilitate 
mechanisms to report weekly on the previous 
week’s price and volume data, which 
would need to be independently audited 
and segmented by region.  This would be 
most likely achieved through Mandatory 
Price reports produced by the government 
(DEFRA) as the USDA does in the US.

In order to ensure sufficient market 
liquidity, the NFU are suggesting at this 
stage that a futures market designed solely 
for the UK dairy industry would probably 
not be feasible. A dairy futures market 
would therefore have to operate on an 
EU scale, where the market price indices 
would need to be denominated in Euros. 
This then exposes UK producers to currency 
risk, introducing a new element of volatility. 
The NFU concludes that the relevance of 
a dairy futures market as a price hedging 
mechanism for the UK industry would 
therefore be dependent on the ability of 
processors, manufacturers, wholesalers and 
retailers to manage this currency risk.

The UK industry is, however, moving in 
the right direction. The recent reports that 
Muller producers outside retailer aligned 
contracts will soon be able to sell forward 
25% of their milk on a new contract 
linked to UK Milk Futures Equivalent 
(UKMFE), certainly signifies the start of 
a more sophisticated way of trading. 
Here producers will be able to guard 
themselves from market volatility by fixing 
the price of some of their milk on back 
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Have you completed your end-of-year 
accounts yet?

Progressive Dairy Operators  
Conference Update
October 9 & 10, 2017      Park Royal Hotel, Warrington

to back contracts with customers, 
something arable farmers have been 
doing for many years. In regards to 
market participation, direct farmer 
involvement in a futures market 
would likely be limited to liquid milk, 
whilst processed products would 
limit participation to processors and 
manufacturers. 

While some might perceive futures as 
a risky business, Brian Rice (a Dairy Risk 

Management Specialist from the US) 
took a more practical approach. He 
noted that whether we like it or not, 
a UK dairy farmer’s milk price is now 
directly linked to global prices. 

For a business whose financial health is 
impacted directly by price volatility, it 
makes total sense to manage exposure 
to pre-existing risk by hedging. He 
stressed that hedging in a futures 
market is  a defensive action – and an 

action that is the opposite of gambling. 
Whatever shape these changes may 
take, what we do know is that the 
markets are less likely to be linked 
to politics than ever before and 
more aligned to the dynamics of 
the world marketplace. We know 
that managing volatility will be key 
to moving the industry forward. 
Hedging prices via a futures market 
may well provide part of the solution 
to this issue.

Continued from front page...

With the majority of farm 
businesses working towards 
a financial year end in March, 
getting accounts in order as 
quickly as possible will allow you 
to see where your business is at the 
end of this challenging year. 

What’s more, when completed, your 
consultant can then run anonymised 
benchmarking and BPI analyses to 
compare your figures with all the 
others entered into the Kite database, 

giving you valuable insight into 
where savings could be made for the 
next year. The earlier you have the 
information at your fingertips, the 
quicker you can make these changes. 
Many of our clients are seeing 
considerable value from carrying out 
benchmarking exercises and those 
who have spent time analysing their 
position in the last few tough years 
have certainly come out stronger as 
a result.

We are delighted to have engaged 
a fantastic range of speakers 
for this event, which promises 
to be two very valuable days of 
information and discussion. 

One example of this is our section 
on “The Markets Post-Brexit” which 
will bring together expertise on 
this subject from an international, 
national and farmer perspective. 
Here, Torsten Hemme from the 
International Farm Comparison 
Network, who has published many 
scientific papers and led many 

international research projects on 
the dairy industry, will offer his 
thoughts on the future markets, 
alongside Kite’s John Allen who 
will provide a UK viewpoint to this 
topic. We will also be hearing from 
David Christensen, an Arla dairy 
farmer and Board Member from the 

Thames Valley, who is involved with 
Arla’s post-Brexit strategy and is also 
Regional Advisory Board Chairman 
for the NFU Mutual.
 
Look out for information on further 
confirmed speakers and ticket 
information in the next newsletter.

John 
Allen

Torsten  
Hemme

David  
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Winning the Gold Cup is certainly 
one of the greatest achievements 
for a UK dairy farmer, but what is it 
that sets these farmers apart from 
the rest? Mike Bray, consultant to 
this year’s winner, Simon Bugler, 
explores the common themes 
between Gold Cup winners past 
and present… 

I always take a great interest in the 
annual Gold Cup competition. As a 
consultant, it’s great to see what the 
best of the best recorded herds are 
doing to drive their business forward. 
Not only does their performance data 
provide a benchmark for others in 
the industry to measure themselves 
against, but when you start to look at 
how these farmers operate, you get a 
sense of what they are doing differently 
that takes them to the next level.

Protocols 
Firstly, Gold cup winners are likely 
to have very clear protocols set out 
for how every job on the farm is 
performed, from the milking routine 
and drying off procedures, to calf 
rearing and record keeping. These 
will be clearly communicated to all 
staff to ensure consistency at every 
critical control point.

Benchmarking 
We know that you can’t monitor 
what you don’t measure. While all 
Gold Cup winners must milk record 
to qualify for the competition, you 
will be hard pushed to find a finalist 
who doesn’t measure technical and 

financial performance in great detail. 
What’s more, this performance is 
generally benchmarked with other 
similar producers, so that they know 
where their biggest improvements 
need to be made.

Key Performance Indicators (KPIs)
Linked closely to benchmarking, these 
farmers will also have clear KPIs that 
they are working towards. As world 
and land markets change, these will 
be increasingly linked to calculations 
of ‘profit per hectare’ and ‘return on 
equity’, rather than on measures such 
as ‘profit per litre’.

Genetics 
Breeding will be a key concern for 
many farmers in the ‘Gold Cup Club’, 
with herds often having high genetic 
merit, bred carefully for the type of 
system they operate and the type of 
milk their milk buyer requires. If done 
well, this is an area which can have a 
huge positive impact on profitability.

Playing the long game 
All of the previous winners that I have 
dealt with certainly view their business 
as a long-term investment. This requires 
a clear vision of where they want to be 
not just next year, but in ten and fifteen 
years time. Often this means committing 
significant budget to finance modern 
facilities, designed to help them to 
achieve the results they are striving for. 
New buildings, parlours or genetics will 
be carefully researched both in the UK 
and abroad and will be future-proofed or 
designed with the next stage in mind.

Animal welfare 
Happy cows really do perform better, 
and so it’s no surprise that high 
performing herds, whatever their 
size, keep animal welfare firmly at 
the top of their agenda. Every aspect 
of cow comfort will be considered 
and Gold Cup winners invariably 
view their vet as a key part of the 
management team.

Overall, a Gold Cup winner will be 
continually working to improve all 
areas of a dairy farm’s operations and 
will pay real attention to detail. This 
approach will influence everything 
from forage-making to fertility and 
everything in between. When all 
these jigsaw pieces eventually align, 
then the outcome is inevitably a 
positive one.

What makes a Gold Cup winner?
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By Mike Bray      mike.bray@kiteconsulting.com

This year’s Gold Cup Open day 
will be held on Wednesday 28th 
June at Pilsdon Dairy Farm, 
Bridport, Dorset, DT6 5NY from 
10.30 – 15.00.  All pre-registered 
attendees will receive a free 
bacon roll on arrival, courtesy  
of Kite Consulting.  
For more information and to 
pre-register your visit  
www.rabdf.co.uk/gold-cup 



  

For enquiries regarding the information in this newsletter please contact:
Kite Consulting | The Dairy Lodge | Dunston Business Village | Dunston | Staffordshire | ST18 9AB
Tel: 01902 851007 | Fax: 01902 851058 | Email: enquiries@kiteconsulting.com

©  Kite Consulting 2017 All rights reserved. Kite Consulting endeavour to ensure that the information contained in this  
document is accurate and will not in any event be liable for loss, damage or injury however suffered directly or  
indirectly in relation to the information held within this document.
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Identifying the costs of your heifer 
rearing process allows you to 
recognise areas of strength and 
weakness, based on both financial 
and physical performance. Here 
at Kite, we have developed the 
Kite Heifer Rearing Programme to 
encapsulate all costs and system 
variations over an average year of 
rearing youngstock. Fundamentally, 
the system identifies current flaws 
and highlights the financial benefits 
of reducing calving age or fine 
tuning other areas in the system.

The rearing process has been split 
into stages based upon age of heifers, 
location/housing or diet. Any time 
one of these parameters changes, the 
heifers are considered to be moved 
onto the next “stage”, thus treated 
differently from the following batch. 
A cost at each stage is produced 
and conversations can begin about 
how to reduce this cost or maximise 
opportunity. 

Basic data must be inputted into 
the spreadsheet before the process 
can truly begin. This comprises 
information such as: feed cost (£/t), 
labour £/hour) and bedding (£/t).  

Chloe Cross     chloe.cross@kiteconsulting.com

Costing out your Heifer Rearing  

One cost that is generally overlooked is 
the calf value. Any calf that is born into 
the system creates financial opportunity; 
whether this is as a beef animal sold at 
2 weeks, 3 months or 12 months, or a 
home-reared stock bull or a bulling heifer 
sold into market. This average value is then 
combined with the value of the cow’s 
pregnancy and average open days, plus 
cost of insemination and semen, to give 
a replacement heifer calf value. In some 
areas of the country, and even within 
system variations, the calf value will vary; 
depending on the market for calves, TB risk 
and herd status.

The summary shows the cost of each 
stage in the process as well as the total 
amount of working capital tied up with this 
enterprise.  All outcomes are then inputted 
into a financial dataset which is building a 

very good picture of heifer rearing around 
the country.  This can be used to show 
differences in system, geographical location 
and herd size. With the recent focus on 
milk solids from processors and to cover 
breed differences, the programme will 
also calculate an individual heifer rearing 
cost based on pence per litre of Energy 
Corrected Milk (ECM). 

With this information, you can make 
informed decisions to move your business 
forward. Whether you favour a leaner 
rearing process with an element of capital 
investment, a move to contract rearing 
or to genetically test and rear only the 
animals with greatest potential, the Kite 
Heifer Rearing programme will empower 
you with the knowledge to make the right 
changes. Please ask your consultant for 
more information.


