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Policy issues

1

The European Parliament has supported a reporhwioald allow member states to
disregard advice from the European Food Safetydkiithto ban the cultivation of GM
crops for non-scientific reasons.

The European Parliament has voted in favour oRibid-Behrendt report which
recommends allowing pig and poultry proteins bat& EU animal feed although the ban
on the use of protein from cattle and sheep warakin.

CAP (etc.) support details/payments

1

The EU budget proposals for 2014 to 2020 includeZing the CAP budget at 2013 levels
at £330 billions; reducing the CAP budget from 3%4 cent of the total budget to 36.2
per cent; reducing the annual budget for direchpats from £38.7 billions in 2013 to
£33.82 billions by 2020; making 30 per cent of cirupport to be conditional on
“greening”; requiring farmers to “engage in envinentally supportive practices”;
capping direct payments with the savings to besfeared to the member country’s rural
development budget.

The Rural Payment Agency has decided to complEetis atvestigations into the affairs
of Producer Organisations rather than releasesthdts on a case by case basis.
Payments to Producer Organisations have been siespanthe meantime.

By 30 June the Rural Payments Agency had paid fillins to 103,604 claimants
while 594 claimants are owed up to £25 millionsie Bmount paid represents 99 per cent
of the total, exceeding the target of 95.238 pat set by the EU.

Grantgregulationg/legidation/environment

1

Defra has announced a £10 millions loan scheme talministered by the Waste &
Resources Action Programme to assist with anaedippéstion installations.

Other matters of farm finance and tenure

1

The latest Knight Frank farmland index shows thiattgs rose by 3 per cent in the second
quarter of 2011 and are now 7 per cent higher &hggar ago. The average is now £6,156
per acre.

Research undertaken by the Prince’s Countrysidd Raa revealed that the public
perceive that growers earn far more money thandbayally do. 80 per cent of those
surveyed estimated the earnings of growers andefarta be greater than the Defra
official figure of £15,000. 75 per cent of thoseveyed estimated the countryside’s
contribution to the economy to be less than £1obillthe true figure is £80 billions.

Tonbridge & Malling Council has granted planningmession to Hugh Lowe Farms for
the continued use of polytunnels.

Product prices

A.

1

Crops

Cereals harvest is well underway in the Northermisphere, subject to disruption from
sporadic rainfall. Ukraine has reported that hekieat and barley harvests are three-
guarters complete, whilst USA wheat harvest is fes60% mark. The June rains
combined with initial reports of yields and qualitgve led major commentators to revise
their estimated 11/12 harvest upwards, which in has led to further relaxation of
prices.
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In its July report, the International Grains Colipecedicted the 2010/11 harvest total
grains yield up further at 1,749 million tonnesew4 million tonnes below the
expected consumption — and the 2011/12 harvest gatlmate is now up half of one per
cent to 1,817 million tonnes (12 million tonnesdwelexpected consumption). Within
the industry, the maize market is under pressm froor expectations of the US crop,
whilst the price of ethanol, and therefore bio-atliahas reached a five-year high — both
having a positive effect on prices. External dastiargely revolved around world
finance which continues to breed volatility. LIFF¢ed wheat futures strengthened
marginally in the shorter term, bouncing back fromer-reaction by the market in late
June; the longer term futures continued to eadegdmtly. In late July, deliveries for
November 2011 and 2012 and May 2013 stood at %t (up £1), £155/tonne (up
£5) and £156/tonne (down £2) respectively; Noven20dr3 futures closed at £149.
Average spot prices in late July (£/tonne ex-fafegd wheat 153; milling wheat 175;
feed barley 149; oilseed rape 369; feed peas #8d;lieans 190.

2 The average potato price continued its declinerttaath dropping below £150/tonne.
By late July, the average was down to £143/tonB8,felow prices a month earlier and
£40 below those in July 2010. Old crop tradeaigély drying up as buyers are content
that their existing contracts will cover them foaimcrop varieties until the new season
crop is available. Particularly good samples df@6rop will still make good prices but
poorer samples are unlikely to find a buyer. Consisnare generally seeking early
varieties.

By late July: King Edward prices were holding steatlbetween £210 and £230/tonne
for grade one. Desiree prices were holding singitaund at £210 to £230/tonne for
grade one, whilst the prices for other red varsetiere improved at between £190 and
£210/tonne. The spread on Estima prices remaide ati between £160 and £225/tonne
for grade one and Maris Piper prices were sligtitiwn at between £200 and £230/tonne
for grade one.

B. Livestock

1 Steer prices continued to improve in the first lohtthe month, peaking at 175p/kg Iw
before falling back over the second half. Byehd of July the average finished steer
price was 171p/kg Iw, up 3p/kg (2 per cent) frote ldune; sitting 30p/kg above the price a
year earlier. The average heifer price recoveyeddremium position this month,
improving with more vigour than steer prices midnatig before dropping back in late
July. By the end of July the premium over ste@s 3p/kg, giving an average price of
174p/kg lw, 29p above prices a year ago. Avedaysg cow prices improved materially
over the course of the month to £1,417 (£1,194t& July 2010) but the volatility remains.

2 Finished new season lamb prices continued to wegikeng July, dropping by a further
11p/kg lw. However, prices remain well above thesen in previous seasons and lower
production in other EU countries and New Zealarekjgected to bolster prices for the
coming months. By the end of July the new seaserage stood at 184p/kg Iw; 19p/kg
above the price a year earlier.

3 The average pig price retained its new-found buoyamolding steady and remaining
above both the EU average and price levels of tg@ars. The average price by the end
of July was static at 152p/kg lw, 6p/kg above therage a year ago.

4 The average UK farmgate milk price for May (repdrire July) was 0.07ppl lower than the
April close (in line with expectation due to Mayifigg the annual production peak). The
May average of 26.34 ppl sits 11 per cent highan the average price a year earlier.
Milk quota slipped back further this month with #aeerage price for clean 4% butterfat
holdings at the end of July down to 0.39ppl. legbguota (also 4% butterfat) held at
0.07ppl.
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VI  Other crop news

1

8

9

The latest HGCA planting and variety survey shdves@B oilseed rape area has
increased by 9 per cent compared to 2010 to 1.7li®nracres. The wheat acreage has
increased by 1 per cent to 4.74 million acres artep increased by 2 per cent to 2.26
million acres. In Scotland the wheat area incrédye4 per cent with cereals as a whole
increasing by 3 per cent.

British Sugar and the NFU have announced thatdh&act tonnage beet price for 2012 is
to be fixed at £27.53 per tonne. This is approx@hyeE4/tonne higher than in 2011 due to
input cost increases (£1/tonne), exchange raterdiftes (E1/tonne) and increased forward
wheat prices (£2/tonne). An additional 500,00(&mof industrial beet contract will be
made available.

NIAB TAG is considering a field trial to determiménether sugar beet left in the ground
has a detrimental effect on following crop yields.

It is forecast that 49 per cent of this year’s sumget crop will be infected with powdery
mildew.

An international consortium of researchers inclgdsnientists from the University of
Warwick has opened up the “black box” of plant inmagenetics which could result in
disease and pest-resistant crops in the future.

Research led in the UK by scientists at The Jamt®h Institute has succeeded in
mapping the genome of the potato. It is expedieadsearch will shorten the time it takes
to breed new varieties which currently takes ashhasc10-12 years.

Scientists at Rothamsted Research have found rithiand beetles can reduce the amount
of weed seed in the soil and could be used in maberbicide applications.

Brassica growers have been warned of record rategeotion from white blister, light
leaf spot and ring spot.

Scientists at the John Innes Centre have identifiatthe same genetic mutation exists in
the brassica family and rice.

10 The latest Kantar Worldpanel data shows that theevaf the UK strawberry market has

grown in volume by 10 per cent and in value by I#Bcent. The raspberry market has
grown by 22.4 per cent in volume and blackberrie8®h7 per cent.

11 A HortLINK study being undertaken at East Mallinggearch has indicated that

strawberry growers are using too much water aritiZer to no advantage and that
significant cost savings can be achieved.

12 Mac Black, a black raspberry grown in Berkshires gane on sale in Tesco.
13 With the release of Discovery to supermarketsghglish apple season has recorded the

earliest start in the 35-year history of the indubbdy English Apples & Pears.

14 The University of Reading has joined forces withritdan Collett to assess whether current

pollinator declines are affecting UK apple prodoiati

VIl Other livestock news

1

Defra has announced that badger culling will bevedid in two pilot areas of England in
2012. The cull will be monitored by a panel ofependent scientific experts to confirm
the effectiveness and humaneness of controlledisigopdNo more than 10 areas, each at
least 150 sq km in area, would be licensed in am@yy@ar, with a maximum of 40 areas
operating simultaneously in a calendar year.

Defra has conceded that trials into the use ofrahbadger vaccine to combat bovine TB
have proved disappointing and that a vaccine is1‘{nmaore years away” than anticipated.
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3 An Efra committee of MPs has published a repod the European Commissions’ Milk
Package and urged the Government to ensure daingifa “are offered written contracts
by processors which specify either the raw milkkg@r the principles underpinning the
price.”

4 The latest DairyCo Asymmetric Price Transmissigroresuggests producer contracts
would be less likely to lead to an uneven price ement if the mechanism for setting
prices and changing them was known and agreedthyfénaner and milk buyer. It
confirms that producers are usually the last tebefilom upward movements in the
commodity market.

5 Kite Consulting has published “World Class Dairying vision for 2020”. The report
states that UK milk production has the potentiaktmch 15 billion litres by 2020 and
,while prices will be volatile, the upward trendlwontinue.

6 A5 year programme funded by DairyCo is to be utadten by the University of
Nottingham to research herd welfare, diet, grazieg/th and disease with the aim of
improving the competitiveness of dairy farms.

7 Analysis of data from European Dairy Farmers shihas,while the average European
dairy farmer made a “family farming income” of ®0ro cents per kg milk produced in
2010, accounting for family labour, land and bunlgh rental value and depreciation
creates a loss of 5.5 euro cents per kg. Howdwetpp 25 per cent of producers
succeeded in reducing costs of production and @eti& euro cents per kg in excess of
the “family farming income” figures.

8 European Dairy Farmers annual “agri benchmark stisteows that 40 per cent of all
proposed milking system investments will be intbatics thereby increasing the use of
this system from 9 per cent to 18 per cent by 2016.

9 Dairy Crest has created an incentive scheme whenelalgicers can earn a 2ppl bonus for
additional volume supplied between August 2011Madch 2013.

10 The latest United Dairy Farmers auction of milkdsal an average of 29.51ppl, 1.6ppl
higher than the previous month and 4.71ppl thasdnee time last year.

11 Graham’s The Family Dairy, based in Stirlingshiseto increase its producer milk price
by 0.5ppl to 27.3ppl with effect from August.

12 Scientists at Aberystwyth University are conductiegearch to identify miniscule traces
of faecal contamination on chicken carcases whachoause food poisoning outbreaks.
The Improved Food Safety initiative is endeavoutmmgevelop a natural additive to
poultry feed which will result in ultra-violet fluescence of faeces and thereby facilitate
the identification of contamination during the abmtprocess.

13 Freedom Food sales of pigmeat sold under the RSP@&fare-friendly label increased
by 116 per cent in the first quarter of this yeampared to the same period in 2010.

14 Sainsbury’s is to continue to pay a 3p/kg premiantst pig producers to the end of
August despite the DAPP having reached £1.50/kdhath point the premium was
planned to cease.

15. Bankdale Erin set a world record price for digiee beef heifer of 65,000 guineas at
Borderway Mart, Carlisle.

VI Inputs/Supply businesses

1 The Sulphur Institute has claimed the deficit al-based sulphur is estimated to be 9.6
million tonnes and will increase to 11.9 milliomtees by 2015 because the natural
replenishment of soil sulphur is insufficient tqpeowith the high yields required to meet
global food demands.
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2 BASF is awaiting Chemicals Regulations Directoegiproval for the use of
(fluxapyroxad) against septoria and other disegseteat, barley, oats, rye and triticale.
It is expected to be available for use next season.

3 Fungicide Rudis has gained approval for the comtr8clerotinia, Alternaria and
powdery mildew in carrots.

4 Europe’s food safety standing committee has ageattrease the maximum nitrate
levels for rocket from the originally-proposed Ieg€6,000 mg NO3/kg to 7000 mg.

IX Marketing

1 While shop inflation increased from 2.3 per cenViay to 2.9 per cent in June, food
inflation increased from 4.9 per cent to 5.7 pet oe the same period.

2 Mandatory country of origin labelling has been agled to fresh meat from pigs, sheep,
goats and poultry under the “Food Information tan§&loners” report.

3 A voluntary arrangement, co-ordinated by the SslotRetail Consortium supported by the
Scottish Government, is aiming to help consumerfivaaportions of fruit and vegetables
a day. Retailers have agreed to increase the piapof fruit and vegetable ingredients
in own-brand products; provide more informatiorétp customers understand the
benefits of frozen fruit and vegetable productsyute fruit and vegetables in places
where people will be encouraged to make impulsehases; offer fresh and frozen fruit
and vegetables at affordable prices; ensure tlienaages of pre-prepared and ready-to-
cook vegetables available to increase conveniedarilies.

4 A survey of consumers conducted for the Crop Ptioreéssociation has revealed that 42
per cent of shoppers believe pesticides are eakamprotect crops and 35 per cent
believe GM foods should be offered for sale.

X Miscellaneous

1 The Biotechnology and Biological Sciences Rese@aimcil is to cut jobs at
Rothamsted Research after announcing that thetdegras covering Plant and
Invertebrate Ecology, Applied Crop Science and HPathology and Microbiology
would be axed. The Broom’s Barn campus in Suffalkcontinue to be run as an
experimental farm while the campus in North Wyk®gwvon will be cut back on work
on fermentation and anaerobic digestion, soil entogy and aspects of mathematical
modelling.

2  Tractor registrations over 50hp in the first 6 ninendf the year are up 2.9 per cent on the
same period in 2010 at 7,966 units.
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The Fields are paved with Gold

A couple of weeks ago | visited a Berry Bros & Rumisthded warehouse in
Basingstoke. A relatively conspicuous building timaty as well have had apples
in it. Instead it had 2.5 million bottles of wireesingle pallet of which can set
you back £1million.

If we go back a few years that warehouse would heesn far emptier and the
wine in it worth 40% of the value today.

Were | allowed to visit the vaults of the Bank afgiand | would find billions
of pounds worth of gold, not owned by the UK | legisto add but stored in the
UK. Interestingly gold and wine have roughly tradkeach other since May
2006 and today an ounce of gold is worth 2.5x ithdlay 2006.

Now let us look at land values. In the South Ead#lay 2006 | could pick up an
acre for £3,000. And today, well £7,500 should alsut do it. Guess what
2.5X%.

Lastly let us look at rents. Today people are pg¥200 an acre yet in May
2006 you could get the same for £80. Guess whaix: 2

I will make a bet with any reader of the MFU thaginother few years at least 2
of these will have crashed. Let me ask you somgthihat is the real market
for gold compared to the other three above? Onecgo drink, the other two
you can grow food on and gold you can........

As human beings we are flawed. We think we areec|eve think we can read
markets. But let me tell you something — we can't.

Markets are as imperfect as humans. We cannotatdhé weather and a
whole host of other factors that will affect ournkets. Therefore we cannot
predict them. For example we assume that populkatioll continue to grow
and more importantly they will continue to be atdeoay for food. Supply and
demand.

If you put this all together good things happen bad things happen and this all
boils down to one thing, history repeats itselhelgood and the bad balance out
over time ... unless of course you are stupid endogiay heed to the British
media in which case it is all bad. Supply and dediria self regulating.

If you ask me in 5 years time inflation will haaken 40-50% off the real value
of everything today. Inflation will NOT go dowrThe question is what will
keep up, what will stagnate and what will burst?

I am only human and therefore can only rely ondnjsaind tell you what
definitely won't keep up. This is debt and cash.

The point is that we are all doing what we do besating bubbles. Don'’t get
carried away with rents at £200 an acre or Chateéfite at £20,000 a case.

You'd be far better worrying about structuring aigbt or cash you have to
ensure you can cope with interest rates at 5%.

Bottoms up.

This report is intended as a general guide andadth Chavereys have made every effort to
ensure accuracy they cannot accept liability for @rrors of fact or opinion
© Chavereys
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We welcome feedback
on the MFU.

Does this issue raise any

guestions in your mind?

Would you like more
information on a
particular item?

Please ring one of our
agricultural specialists:

Martyn Crawley
Richard Davis
Nick Holmes
Henry Mullens

Southern England
Mall House
The Mall
Faversham
Kent
ME13 8JL

Tel: 01795 594495
Fax: 01795 594499

East Anglia
1 Penn Farm Studios
Harston Road
Haslingfield
Cambridge
CB231JZ

Tel: 01223 874693
Fax: 01223 874451

E-mail:
mfu@chavereys.co.uk
www.chavereys.co.uk

If you would like to add a
friend or colleague’s name
the mailing list please contact

Lindsay Gleed

The MFU was edited from
1991 to 2006 by John Nix,
Emeritus Professor of
Farm Business Management
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