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EU market devel opments t;h

SMP and butter prices weakening

Uncertainty partly due to high stocksin EU and US
— EU ->timing and method of release

— Intv stock: 65,000t SMP to charities; 200,000t overhang the mkt. Also 50,000t of butter to
charities + 25,000t overhanging. Timing of butter APS release

Buyers holding off waiting for lower prices still

EU production starting to pick up seasonally

But EU butter prices still 30% abv intv, SMP 15% abv

World prices well aboveintv — 200/t for butter, SMP EU price = world price

Some pre-fixed refunds still on butter and WMP —prices could dlip, but this would open
increased export possibillities— albeit at lower prices.

SMP competitive — exports are high
Cheese production low, demand high, whey powder pricesrising
EU cheese exports competitive on world market

Milk supplies running below last year for Germany and France, NL will have to cut
production to stay within quota.

Friesland Campina cut January milk price by 8% to 30c/kg + VAT

Traders bidding again for export refunds at management committees — though EU
Commission still regjecting, and refunds still at zero
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EU Butter Prices (up to 17.01.2010)
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Price of Cheddar cheese on UK market
- May 07 to Mid Jan 10
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EU Intervention stocks

21.01.2010
EU Ireland
Intervention Butter 76,341 14,213
APS Buitter 24,167 2,188

Intervention SMP 257,321 32,146



Butter Stocks

21.01.2010

[ 1] Private Storage : 24 167 Tons
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SMP Stocks

21.01.2010
e LR rvention Stocks 257321 Tons
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World market developments

World market also unsettled after end-year plateau — but now some signs of
stabilising

Rabobank: forecast demand return to 2007 this year and next

Feb Fonterra auction — Adjustment of 1.6% of WMP price after 7% last month
seen as sign of stabilisation

— From March, SMP to be included in auction — so 20% of all NZ trade through
auction.

— After dlight “corrections’ in Jan and Feb, WMP price is 85% above last July, and
no real concern re. demand

US butter prices rising — supply shortages expected later this year
US production has fallen (though cow slaughters lower than planned)

US SMP prices falling with rising production. Exports falling in competition
with EU and NZ product

New Chinese melamine scandal has boosted import demand: 40,000t WMP
imported in December.

USS$ strengthening somewhat improving/stabilising EU export returns, and
making US exports less competitive.



* Weighted by winning quantities. . “n.a” means no product was offered
NZ: New Zeadland AU: Australia
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US$/t

World dairy market prices - Western European products
2007 to 2010 todate
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EU/US/Oceania Quotations of Butter
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EU/US/Oceania Quotations of SMP
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EU/US/Oceania Quotations of Cheddar
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Market returns



Market returns — Mid Jan 2010

 EU Avqg butter/SMP 29.76c¢/
 NL (DDB) butter/SMP 28.67c/
e |IDB Dec 09 butter/SMP* 30.10c/
« EU Avg WMP 31.18c/
« NL (DDB) WMP 30.74c/
e Cheddar cheese + whey p 28.21c/

* 30.8¢/l at 3.3% protein and 3.6% butterfat



EU Income of manufacturing of Cheese/Wheypowder, SMP/Butter
and WMP/Butter in EUR (changed time series of cheese prices)
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Production



EU-27 Deliveries/Productions development
(Jan-Oct 2009 compared to Jan-Oct 2008)

Cows' Milk Collected [
-0.39%

:| Fermented milk

+1.0%

< Cheese[

c -0.4%

2 Milk powder cream,

2 Whole milk powder

= and partly skimmed

ol milk powder

- 0,
LEL Skimmed-milk

powder
+12.4%

Total Butter
-2.5%

-30% -25% -20% -15% -10% -5% 0% 5% 10% 15% 20% 25% 30%

Il Data from some Member States are confidential and are NOT included in this table !!!
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Evolution en %

EU-27 Deliveries/Production developments
(Apr-Oct 09 compared to Apr-Oct 08)

|

Cows' Milk Collected
+0.2%

Fermented milk

-25%

+1.6%
Milk powder cream, Whole
milk powder and partly Cheese
skimmed milk powder +0.6%
-12.3%
Skimmed-milk powder
+13.7%
Total Butter
-4.1%
-20% -15% -10% -5% 0% 5% 10% 15%

20%

Il Data from some Member States are confidential and are NOT included in this table !!!
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World markets and
competitiveness of EU exports



Competitiveness of EU products?

PRICE COMPARISON - WEEK 3 (W/B 18TH JAN)

US$/tonne /tonne
Product W. Europe Oceania Difference
Butter 4150 3750 400/ 278.5593
SMP 2825 2950 -125 -87.0498
WMP 3475 3250 225 156.6896

Current US$ ex. Rate
1.43596



Currency exchange rates



Currency competitiveness
Improving somewhat

USS

USD has strengthened
by 7.3% since Dec 3

Sterling £

Stg has strengthened
by 7.4% since Oct
13th



Global dairy trade



EU-27 (Jan-Nov)
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EU-27 (Jan-Nov)
B UTTEROlL B New Zealand (Jan-Nov)
mm Australia (Jan-Nov)
Exports o i Sztes (Janelov)
158 3% 180 000
- 160 000
- 140 000
- 120 000
A 555 - 100 000
- 80000
- 60 000
23615 25 87 - 40 000
1% 737 7 466 52631 gpg | 20 000
H— —1 0
2008 2009

Market Situation, 21 January 2010



WMP Exports

EU-27 (Jan-Nov)
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SMP Exports
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EU-27 (Jan-Nov)
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Outlook: 2010 and beyond?



Outlook 2010 - markets

Better average dairy product and milk prices a certainty
Rabobank predicts return to 2007 demand in 10/11

Global and EU economic recovery should help demand
Improve, as should some level of reduced retail prices over
last few months — Rabobank report confirms.

Concern over EU stocks for the medium term, especially
with sizeable volumes already granted to charities for
Internal distribution

Concern over EU’s analysis of markets:. alittle too
positivel —must stay with supports (especially careful
management of intervention)

|FA reconvenes Dairy Forum for mid-February to maintain
common dairy industry front re. Irish Govt and EU

|mproved currency competitiveness in early days of New
Y ear — continued?



Outlook for 2010 — Irish milk
Prices

Due to seasonality, price outcome for 2010 in Ireland will
depend on how much further price increases can be
secured before peak v. after peak

Teagasc estimates that production costs fell by approx 2¢/I
In 2009 re. 2008, and forecast a 0.2¢/| and forecast a
further 0.2c/l reduction in costs for 2010

Improved profitability in 2010 — but how much
Improvement?

|FA must continue to argue for a price in excess of break
even, i.e. in excess of 28c¢/l in 2010* incl. farmer’s own

| abour

*Teagasc Outlook Conference: 23c/l likely 2010 bare production costs. 28c/l + VAT would allow
for very modest farmer own-wage.



EU Commission’s expectations
for next few years



Assumptions for USD/EUR exchange rate and GDP
growth (compared to assumptions in March 2008)

$/euro exchange rate GDP growth
160 6.00

[ $/euro exchange rate |

140 /—\/\ T 5.00
120 /\ 4.00
100 1 \/ 1+ 3.00

080 7 —1 1| W T 2.00
0.60 T 1.00
0.40 T 0.00
0.20 -1.00

GDP growth - EU15/EU27

0.00 -2.00

1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014



Cheese: demand prospects remain
favourable and drive production growth

EU production, consumption and trade (mio t)
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Butter: declining production lead to the
disappearance of public stocks by 2012

EU production, consumption, trade and intervention stocks (mio t)
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SMP: lengthy de-stocking from intervention with little
support from exports (facing strong competition)

EU production, consumption, trade and intervention stocks (mio t)
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European Nov milk prices



INTERNATIONAL MILK PRICE REVIEW for November 2009 deliveries
(for standardized (1) milk and based on payment systems of the companies)

All prices expressed in euro/100 kg

- - VIICK -
Quality, Quantity] Seasonal i Most recent Rolling av
Company adjustment adjustment] adjustment|this month|supplementaryj last 12
payment months (4)
Milcobel BE 0.73 1.37 29.55 0 24.39
Alois Miller DE 0.51 27.1 0 24.06
Humana Milch Union eG DE 27.83 -0.18 25.29
Nordmilch DE 0.15 26.84 -0.15 23.2
Arla Foods DK 0.52 25.84 0.71 26.61
Hadmeenlinnan Osuusmeijeri Fl 2.14 498| 38.47 291 41.95
Bongrain CLE (Basse
Normandie) FR 0.74 27.23 none 30.04
Danone (Pas de Calais) FR 28.75 none 30.21
Lactalis (Pays de la Loire) FR 27.56 none 29.83
Sodiaal FR 0.58 27.03 none 29.73
Dairy Crest (Davidstow) GB -0.22 0.32 2.16| 28.98 0 28.16
First Milk GB 0.54 2.02 24.08 0 24.69
Glanbia IE 25.15 0 22
Kerry IE 23.87 none 22.85
DOC Kaas NL 0.05 0.34 27.01 1.04 22.65
Friesland Campina NL 0.05 0.75 3.65| 31.66 1.3 26.63
AVERAGE MILK PRICE THIS MONTH (2) 27.93 27.02
Granarolo (North) IT 1.15 3.42 34.95 none 35.27
Fonterra (5) Nz 22.49 0 19.29
United States of America (3) us 0.11 23.39 none 20.45




Footnotes to table

Remarks:

-1 All prices are VAT excluded, paid to producers and assuming milk collected every other day
Price per 100 kg standard milk with 4.2% fat, 3.4% (crude) protein, 500,000 kg per year, total
bacterial count 24,999 and somatic cell count 249,999

-2 Arithmic average

-3 Based on USDA announcement, adjusted for 4.2% fat, 3.4% protein percentages and
somatic cell count 249,999

-4 Including most recent supplementary payments

-5 Based on payout forecast, adjusted for 4.2% fat and 3.4% protein
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(November 09 compared to November 08)

EU Milk Prices
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Milk prices Nov/Dec/Jan

» Below based on tour de table at COPA meeting

Early Dec 2009

— NL — Friesland Campina paying 32.59c/kg ex VAT —thisisup
from 22¢/kg approx early summer. (Cut Jan price by 8% to 30c/kg
+ VAT)

— Denmark — 28 to 29¢/I|

— Germany — 25 to 30c¢/l depending on region
— France— 26 to 29c¢/I

— Spain 26 to 29 ¢/l

— Finland 36¢/kg

— UK —big variations: 20 to 30c/I

— Czech Republic — 21 to 23c/I

— Slovakia 24c/kg (was 17¢/kg in June)

— Portugal 29¢/kg



Conclusionson EU v Irish milk
PrlCes:

Most EU milk producing countries were paying
low to mid 20’ s at worst of crisis (Spring-early
summe)

Now all paying high 20'sto low 30's—though it
should be noted all still below costs!

Irish dairy farmers still receiving less than 25 ¢/l

As increase Is mostly down to commodity price
lifts, differences in efficiencies must be one of
maln reasons

=> continued importance of Irish industry
consolidation



Irish Nov/Dec milk prices



Manufacturing Milk Prices—November 2009 No changes Dec 2009

cllitre , 3.3%p, 3.6%, ex. VAT, collec, and cond. bonuses

Co-op Collection Novchange Nov price Dec change Dec price
Lakeland 0.39 0.95 24.50]0.5 except paymt 24.98
Drinagh 0.40 1.50 24.25|no change 24.25
Bandon 0.00 1.50 24.21|no change 24.21
Arrabawn 0.50 0.95 24.08[no change 24.08
T. of Mon. 0.40 0.95 24.00|no change 24.00
Newmarket 0.00 1.00 24.00[no change 24.00
Wexford 0.00 1.00 24.00|no change 24.00
North Cork 0.00 1.00 24.00[no change 24.00
Barryroe 0.28 1.50 23.93|no change 23.93
Lissavaird 0.28 1.50 23.87|no change 23.87
Dairygold 0.00 0.96 23.77|no change 23.77
Tipperary (See below) 0.46 23.76|no change 23.76
Glanbia 0.00 0.95 23.76[no change 23.76
Kerry 0.00 no change 22.81|no change 22.81
Con Gold (incl in —=C) 0.30 22.39|no change 22.39

Conditional bonusesnot included above:
Lakeland: Oct-Mar lactose bonus of 0.27+ VAT paid to over 88% of suppliers - included aboye
Glanbia: 1.5c/l lactose-related bonus if June production <16%
Con Gold: 0.44c/l 7-milk cap; 0.3c/l <200k SCC; 0.3c/I <30k TBC
West Cork Co-ops: 0.88c/l <200k SCC for Nov to Feb milk
Dairygold: 0.4c/l <200k SCC

Tipperary: Coll free for capacity for 3 days’ milk; 0.1c/l <200k SCC




Thank you for your attention!



