20 September 2023

AHDB milk Forecasting Forum

AHDB Market Intelligence

https://ahdb.org.uk/dairy-markets




-

Independent analysis and
insight you can trust /A@

The small print
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Housekeeping

* This is intended to be a discussion so please do speak up
 But, please mute your microphones when you are not speaking

* We will aim to have a discussion at the end of each key topic
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* Herd size - inseminations, calf numbers and calving patterns

Feed market update

Costs
Yields

Compositional quality

* Milk forecast



Herd size, inseminations and
calvings



Retention rate

Retention Rate AHDB
—Seasonally adjusted Actual ——
91% - Retention of cows over 6 month period
» We seasonally adjust because Oct
. 90% /\ always high and Apr always low —
& / \ allows us to see trends more easily
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c \ el ===t . . .
g =k * Retention rates slightly lower in H1
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Source: BCMS, AHDB « Expectations for rest of year?

*Seasonally adjusted 6-monthly retention rate for 2-8yrs



Herd size expectation

GB dairy herd (2 years and over)

— actual —
1.85 === projected (assuming -0.5% lower retention rates)
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Source: BCMS, AHDB

Based on predicted youngstock
numbers (from insemination data) and
3 year average retention rates

« 2022/23 assumed lower than average
retentions (adjusted down 0.5%)

« 2023/24 — same, higher adjustment
or back to long term average?

Herd size maintained if retention rates run
0.5% below average

Herd size up by around 2% if retention
rates return to average

Herd size down by around 1% if retention
rates run 1% below average.



Cow prices have fallen but slaughter is behind ==

average

UK cow slaughter

GB overall average deadweight cow price
2021 =022 =m?2023 === 5-year average
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Note: data is for all cows so will include beef breeding cows as well as dairy cows



AHDB
Have youngstock numbers peaked?

GB dairy youngstock AHDB GB female dairy population AHDB,
060 (females 0-24m) — 38% m youngstock share of dairy herd
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Source: BCMS Source: BCMS

* Youngstock numbers (0-24m) are now Iin decline after 2 years of increases
 Rising youngstock from 2020/21 now entered into main herd

« Will this impact on long term rate of decline in milking herd?
* Or just on retention rates?



Sorted semen taking the majority of dairy AHDB
semen sales but shift to beef

Share of dairy semen sales

800 — Vol Dairy —Vol Sorted —Vol Beef —m
0
70%
« Conventional dairy sales have
60%
’ plateaued
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40% ’ _
* Increased use of beef semen in H1
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Future age structure of herd

Projected evolution of the milking herd at July AHDB
oo mJul-23  =Jul24  @Jul-25 ———
800 * Using current projections of -0.5%
. Jul24  +0.2% yoy retention rate 4-6 year olds will
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Herd size discussion

 How much destocking will we see going into winter? Forage stocks are
high but what about quality?

« What will happen now the current youngstock are aging into the herd?
* Will the overall milking herd stabilise, or continue to decline?

« Are our assumptions around calving still valid?



Calving assumptions

Number of calves born

1. Proportion of calves born to dairy
females inseminated 88%

2. Proportion of females from sexed
semen 95%

3. Proportion of females from non-
sexed semen 50%

Efficiency of sexed semen

1. Success of sexed relative to
non-sexed semen 90%

2. Al as % of all Inseminations
90%
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Feed market update

Megan Hesketh, Senior Analyst (Cereals & Oilseeds)
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Where are UK feed wheat prices?
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Global markets awaiting direction — two tier ~ *==
market?
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Australia, Canada competitive Forecast to account
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- - Ukraine grain
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Thousand tonnes

Black Sea grain moving

Export of agricultural products by modes of

Cumulative Ukrainian wheat and barley export transport this year (Mt)

figures
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Domestic market quiet

Ex-farm prices through AHDB Corn Returns . Hearing domestic market quieter
——Feed & Other Wheat £/tonne Feed & Other Barley £/tonne
260 ——Feed Oats £/tonne

Awaiting more news on quantity and
guality of harvest 23 crop
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GB harvest progress
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99% 98% 98%

92% 91%

87%

80%

59%

Winter wheat Spring barley Oats**

*5-year average for same week (week 10) **Winter and spring included



What can we expect from harvest 23?

Arable area figures for England AHDB Yields — harvest report data
in thousand hectares

AHDB planting . ' ' '
o e Manavaraty | . | sdiforonce Variable by region, !and type and variety
rable Crop un- un- survey 2023 | YU"23 | 2022 t0 2023 » Generally near previous 5-yr average
estimate* » For spring crops - sowing date important

Wheat 1,655 1,668 1,636 1,580 5% * OSR generally low yields — weather and pests
Barley 816 782 839 799 2%
Winter barley 345 372 389 391 5%
Spring barley 471 410 451 408 1% Quality — harvest report data
Oats 159 140 140 134 -4%
Oilseed rape 268 323 358 342 6% « Early data so far shows the impact of the
Winter oilseed rape 262 317 - 339 7% difficult weather during harvest, with some
Spring oilseed rape 6 6 - = =il lower HFN and germination rates.
Source: Defra, AHDB « Variation in specific weights

*AHDB planted area estimate includes England and Wales combined due to data restraints.



Straw update

GB Big bale straw prices AHDB ° Variability in straw yields - good yields
—Big square baled barley straw ~ ====Big square baled wheat straw —— genera”y reported N EaStern

e England, the East Midlands, and
100 . .
. Scotland, but lower straw yields in the
5 North West.

5 " £61* Some difficulties drying/baling spring
. . B cereal straw in particular.

T T ~—— £52 . . .

40 >%. While it varies by region, overall, more
0 straw is being chopped to try and

D vk kb b b ek b kb o} b D P> P> PP P

PO F R S P avoid delays in cultivations.

Source: British Hay & Straw Merchants' Association
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AHDB
Protein meal price by % - where next for oilseeds?

Ngutral
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Costs & Yields



——mmum
Purchased feed costs remain high
Feed costs in ppl A_HDB,
—Kingshay- All purchasedEe%d cost/litre

15 —Promar- Feed costs in ppl

” « Purchased feed costs only — cost of

13 forage not accounted for

1z - Prices declined in the first half, remain
5 high compared to 2020 levels.
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9 » Jun-23 costs were almost 5% up on

8 Jun-22
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Source: Kingshay, Promar



Milk to (concentrate) feed price ratio

Actual vs calculated milk to feed price ratio - average AHDB - MFPR has fallen into the
— .
contraction zone
Monthly actual - = 5 year average actual = = 5 year average calculated
ijg e * Production has remained firm
0 thus far due to high
1.35 availability of forage but
1.30 stable 20me could contract as we move
125 =======-= A-/f-=-==== o Into winter
1.20 : e
1.15 * Feed prices currently difficult
1.10 to predict
105 contraction
1.00 zone
e PP P> DDA D P PP

Source: Actual - Kingshay, Promar, Defra, AHDB, Daera. Calculated - AHDB, Defra



h
Key inputs price inflation AiD_B.
—Electricity =——Motor fuels =——Fertilisers and soil improvers = Animal feedingstuffs
380 * Fertilisers and soil improvers
easing from their peak but remain
330 .
) high

N
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« Key inputs still remain historically
high, such as electricity and feed

Price Index (2015
N
w
o

 Impact of general inflation on
sundry costs

|_\
(o)
o

130

* Increased cost of borrowing

80
N A A A N A O G S L SO S S
O@ QQ ?Q 5\} ?Q Oo O@ QQ ?Q 5\) vp Oo O® QQ ?9 5\3

Source: ONS



Average milk prices expected to continue to
fFall based on declining MMV

GB farmgate milk prices

— GB aver (excl bonus)
------ est. GB aver (excl bonus)
— 12 month rolling average (excl bonus)
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Forage availability?
= Met Office _ # = Met Office . # = Met Office . #-!
June 2023 July 2023 August 2023
Rainfall Amount . Rainfall Amount . Rainfall Amount
Actual value £ Actual value ' Actual value

°H 8B
Actual Value (
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Milk yields
Year-on-year change in milk yields AHDB
8% T — . . .
« Higher costs impacted on yields
6% through 2021 and most of 2022

Higher prices boosted yields in H1
2023

Prior to this yield drop-off, we had
been assuming 2.3% annual growth in
yields

4%
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-2%

« Assumed lower yields of -1.5% from

4% December onwards (current milk year)
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« Will the lower yield levels continue

Source: AHDB
next year?



Yield Forecast

Actual v predicted yield AHDB

predicted 1.5% eeeeee fest === Actual
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Milk yield litres per cow per

Historically yields were growing by
1.5% and then 2.3% year-on-year

yields have been low since July
2021

actual yields surpassed
expectations Sep-Dec 22

expected yields are likely to be
lower for remainder of milk year (-
1.5% on 2022)



Cull cow prices have eased in recent months but*==

slight recent recovery

GB cull cow prices AHDB

=—=Dairy sired ==—=Beef sired
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Costs & yields discussion

* How much are fertiliser and fuel prices affecting production decisions? What
about other costs? Interest rates?

* After a (mostly) profitable last year, at what point will the current lower prices
trigger a supply response?

* What impact will this have on yields in the second half of the year?



Latest milk Forecast



GB milk production — March forecast 2022/23

GB milk production (Sep-23 prelim forecast) AHDB

2023/24 actual ===-2023/24 forecast ===-2024/25 forecast

« 2023/24 forecast
12,309m litres, down -0.6% on
39 22/23

38
37

= 2022/23 actual

» down in second half of milk year

§ 36
& 35 « 2024/25 forecast (first half)
£ 34 6,250m litres, down -0.1% on
s 3 22/23 (first half)
e 32
31 * Yields through second half milk
30 I
year projected down to 0.2% and
$ N & > O R & $t O Q& o $ .
REANC S SRS I AT IR e R decline by 1.5% from December
Source: AHDB * Yield growth to slow and move into

negative territory from December.



Contributors’ forecasts
All contributors Processor contributors

year on year chané Q4 2023 Q12024 Q2 2024 Q32024 year on year cha né Q4 2023 Q12024 Q2 2024 Q3 2024
up more than 4% 1 1 1 1 |up more than 4% 1 1 1 1
up 3-4% 1 up 3-4% 1

up 2-3% up 2-3%

up 1-2% 1 1 3 1 |up1-2% 2

up 0-1% 2 2 2 2 |up0-1% 1 2 1 2
unchanged 2 5 4 6| |unchanged 2 2 2 3
down 0-1% 5 1 2 2| |down 0-1% 3 1 1 1
down 1-2% 1 1 1| |down 1-2% 1 1
down 2-3% 2 1 down 2-3% 1 1

ADHB forecast -1.3% -1.9% -0.3% -0.5%| |ADHB forecast -1.3% -1.9% -0.3%| -0.5%




PROVISIONAL

Preliminary September forecast

GB milk production forecast - September 2023

Preliminary forecast update puts
2022/23 2023/24 2023/24 2023/24 2024/25 2024/25 roducti ny t12 31bnpl'tr ]E)r
Actuals Actuals Forecast | Yr-on-yr | Forecast | Yr-on-yr production a . itres 10

Apr 1,004 1,008 0.4% 1,095 -0.3% 2023/24, -0.6% down on 2022/23
May 1,135 1,141 0.6% 1,140 -0.1%
Jun 1,041 1,045 0.4% 1,040 05% ° Lower than July forecast (-75m
Jul 1,019 1,028 0.8% 1,020 -0.8% litres) due to lower than expected
Aug 989 997 0.8% 990 -0.7% : :
Sep 076 - 10 o 0 yields vs exceptional growth last
Oct 1,033 1,020 -1.3% Autumn
Nov 1,006 995 -1.0% _
Dec 1025 1,010 1.5% « 2023/24 currently projected to show
Jan 1,031 1,015 -1.6% marginal decline from lower yields in
Feb 950 925 -2.6% H2
Mar 1,088 1,070 1.7%

Cvear | 1233 | | 12309 | 06| 6250 | -0.1% [N Official forecast to be published later

Source: AHDB

Notes: Figures in red are forecasts. A 28-day equivalent is used for Feb-24 this month



Milk Forecast discussion

» General thoughts on the provisional forecast
* How will farmers react to tighter margins - reduce yields or reduce herds?

* Are there any long-term issues hiding behind the short-term challenges?



Next steps

 Publish the background information from the meeting
* Review feedback
* Forecasts:
- Baseline
« Scenarios
 Analysis and feedback:
 Track costs/milk price balance

* Yields are largest uncertainty



Where to find AHDB market information

Click on each logo or highlighted text to go straight to the AHDB website. Email mi@ahdb.org.uk with any subscription requests.
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BEEF & LAMB

J

CEREALS & OILSEEDS

A

DAIRY

e

PORK

AHDB

For the latest market news and up-to-date price reports, head to the Beef and Lamb market pages. Or subscribe to Cattle and Sheep Weekly for
the best info straight to your inbox.

The website has a wealth of resources available from our markets homepage including a daily update on grain markets. The supply and demand
section is a key resource for the market whilst the latest surveys detail planting and variety trends.

decisions. Our industry experts will guide you through the market movements and provide a clear, impartial view on what it all means.

The latest pig prices, and industry essential trade data, are the cornerstones of the Pork market website pages. There is also the latest analysis
and insight to provide you with a clear and impartial view.

Our trade and policy resources focus on the future changes in domestic policy and trading relationships to help farmers and growers explore how
these will affect their business. There is also a dedicated Consumer and Retail Insight team who look at the needs of the modern consumer as
well as their attitudes towards cooking, buying and eating food.

The Dairy markets homepage will signpost you to the industry data, analysis and insights from the dairy sector to help inform your business }
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https://ahdb.org.uk/beef/beef-markets
https://ahdb.org.uk/lamb/lamb-markets
https://ahdb.org.uk/keep-in-touch
https://ahdb.org.uk/beef/beef-markets
mailto:mi@ahdb.org.uk
https://ahdb.org.uk/cereals-oilseeds-markets
https://ahdb.org.uk/cereals-oilseeds-markets
https://ahdb.org.uk/cereals-market-insight
https://ahdb.org.uk/cereals-oilseeds/uk-cereals-supply-demand-balance-sheets
https://ahdb.org.uk/cereals-oilseeds/uk-cereals-supply-demand-balance-sheets
https://ahdb.org.uk/cereals-oilseeds/planting-variety-survey-results
https://ahdb.org.uk/dairy-markets
https://ahdb.org.uk/dairy-markets
https://ahdb.org.uk/dairy-market-analysis
https://ahdb.org.uk/pork/pork-markets
https://ahdb.org.uk/pork/pork-markets
https://ahdb.org.uk/pork/pig-meat-trade
https://ahdb.org.uk/pork/market-analysis
https://ahdb.org.uk/pork/market-analysis
https://ahdb.org.uk/trade-and-policy
https://ahdb.org.uk/retail-and-consumer-insight
https://ahdb.org.uk/
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