Market Report —10t June 2010



|DB prices/returns



SMP/butter traded in May 201

IDB SMP/butter index - Dec 2002 todate
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Equivalent to 34.73c/I
for 3.3%p 3.6%f

30c/I farmer price well
justified.
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June — DB index?

 June, base price increased from 301" May by
14 3% for butter, and by 8.3% for SMP.

Top up to be advised early July.
"echnically, base + top up may be up or

down on May base + top up, but will only
know thisfor certain in early July.



NOTE: milk production has been increasing
INn many member states since those figures



| ntervention stock rel eases

I ntervention stock releases — stock made available for bidding by 1%
June, adjudicated 39 June:
— 25,000t butter and 60-65,000t SMP
— Waell oversubscribed
— 11,500t butter sold at mini 3450, weighted avg 3550 (about real trade
price)
— 48,999t SMP sought, bidsfrom 1610/t (under intv) to 2100/t — all

rejected due too low (market price currently around 2300 - 2400/t for
food grade SMP)

| mpact?
— Butter —likely limited due low stocks, low fresh supplies, expected

shortages re. needs for whole year — Release was at market price for
majority of trade, however, could cap top quotes over 3600/t

— SMP — market has weakened in anticipation of first tender, but rejection
sends clear message: no cheap SMP out of intervention

Commission approach was rightly cautious — needs to continue
Next tender: 15%/17t June. Qties 13,669t butter and 79,531t SMP









L atest Devel opments — EU

EU market prices have settled for buttefl, with anticipated weakness for SMP in
advance of stock release. Butter 60% above intv, SMP around 35% above and
falling somewhat. Whey powder prices also weaker

Market have been tight with low supplies, delayed peak. France continues
well below last year’ s production into April (2% down in March, 1.7% in
April). However, other countries now seeing production increases (Germany,
Ireland among others) in response to higher prices and better weather.

Butter availability still tight re normal EU demand - little going to APS
(49,800t against 82,800t ayear ago), and only around 13,000t |eft in intv.

192,000t SMP inintv is 20% of EU normal annual production, quite sizeable,
and making some nervous — but good export market possibilities should make
it reasonably disposable

Very much weaker Euro has strengthened competitive position against US$
and Sterling (see further)

Cheese output more profitable and increasing, limiting SMP/butter supplies—
although with price increases, SM P/butter production likely to rise again
(hence the importance to reduce intervention stocks).

UK Cheddar cheese prices continuing to rise significantly.



pence per litre

United Dairy Farmers auction prices -
2009 - 2010
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Sterling Ex Rate



Current returns — main products

* |IDB SMP/butter (May)* 34.7¢/
e SMP/butter —average EU spot 34.2¢/
o SMP/butter — Dutch DB (this wk) 34.2¢/
« WMP —average EU spot 35.2¢/
« WMP —Dutch DB 36.7¢/
e UK Cheddar alone** 34.7¢/
e UK Cheddar** + whey spot 38.5¢/

* Above @ 3.3%p, 3.6% f — quoted 33.98c/| @ 3.2% p 3.55% f
** white mild, private label, English or Irish, at 0.82 exch rate
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Price of Cheddar cheese on UK market -
May 07 to Late May 2010
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World market developments

EU ismain supplier of butter and SMP due US prob with product spec and low
stocks

SMP prices weakening — anticipation of intv release and cheaper EU offering
Some resistance reported to further increases from Mid East/African buyers
Asian demand holding quite firm

NZ supplies very thin, and mostly committed

— Supplies equal to lower than expected for current season, with many cows dried off
early dueto drought in N Island/flooding in S Island

— Some milk moved away from cheese to fulfill powder/butterfat demand

— NZ payouts being reviewed upwards again by 40% to NZ$6.1/kg, with forecasts of
NZ$7 to 8 being mentioned by Fonterrafor next year or two

— Fonterra auction prices substantially above EU export prices — scepticism of buyers
as to sustainability of current markets showed in May adjustment.

US prices for butter and SMP rising, just likein the EU

Milk production up in the US, and prices starting to rise from very low levels—
however, thus far exports limited

FAO expects global milk production increases



US milk production



US milk prices (Class|il)



Global Dairy Trade Auction
(Fonterra)



Fonterra Price History - Powders




Fonterra Price History — AMF
(Butteroil)
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World prices
Oceania

World prices for New Zealand products
2007 to 2010 todate
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World dairy market prices - Western European products
2007 to 2010 todate
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US $ Exchange Rate



Outlook for late Summer?

Later EU peak dueto slow seasonal lift
Production back in most member states (France back 2% March/April)

Butter prices settling at firm level, though likely that stock release will
cap top quotes

Weakening of SMP and whey powder — a bit of uncertainty with stock
release. Effect of strong signal by Commission to be monitored.

Low Australasiaavailability and low US involvement (low stocks,
spec unsuitable) should work to EU advantage

Global butterfat prices improved (Fonterra auctions), but weaker
powder prices.

Huge advantage of weak Euro/strong US$

EU cheese prices now compare favourably and competitively with US
and Oz+NZ

Limited availability is more afactor than greater demand — but beware
of demand burnout with fast rising prices

30c/l + VAT for peak milk (May/June) realistic for Irish farmers



L onger term outlook?

Some production increase in US — may Increase
Involvement in exports

FAQ predicts global production increase, though
mostly in developing countries (not involved in
export much)

Expectations from other regions for
current/coming season: EU +1%, NZ +4 to 5%,
US +1.5%

Intervention stock release — market will remain
nervous until gone. However, could improve
outlook for 2011 once disposed of.



Milk prices



May milk price increases
Most co-ops have lifted March milk priceto
around 26¢/l + VAT, and April pricesto 27c¢/l +

VAT

May milk prices lifted around 1.5¢/I to 28.5¢/I +
VAT (= 30c/l incl VAT) by:

— Kerry

— Town of Monaghan

— Centenary-Thurles

— Glanbia

— Others? Yet to decide.

30c/l isredlistic and justified in view of market
developments and returns

Prospects for coming months?



INTERNATIONAL MILK PRICE REVIEW for April 2010 deliveries
(for standardized (1) milk and based on payment systems of the companies)

All prices expressed in euro/100 kg

- - MICK] .
Qualityf Quantity] Seasonal PRICE Most recent Rolling av|
Companyj adjustment| adjustment| adjustment| this month| supplementary| last 12
payment months (4)
Milcobel BE 0.73 137 30.08 0.67 27.26
Alois Miller DE 0.51 28.09 0.46 25.68
Humana Milch Union eG DE 27.83 -0.18 25.34
Nordmilch DE 0.15 27.83 -0.15 24.65
Arla Foods DK 0.54 27.09 2.04 27.87
Hameenlinnan
Osuusmeijeri FI 214 -2.59| 30.86 117 37.33
Bongrain CLE (Basse
Normandie) FR 0.74 29.45 none 28.92
Danone (Pas de Calais) FR 29.38 none 29.49
Lactalis (Pays de la Loire) |FR 28.47 none 28.58
Sodiaal FR 0.58 29.36 none 29.59
Dairy Crest (Davidstow) GB -0.22 0.33 -25| 25.05 0 27.29
First Milk GB 0.56 2.08 21.97 0 23.49
Glanbia IE 27.96 0 23.62
Kerry IE 27.85 none 23.56
DOC Kaas NL 0.05 0.34 26.53 1.53 25.09
Friesland Campina NL 0.05 0.75 -23| 25.19 0.86 26.9
AVERAGE MILK PRICE THIS MONTH (2) 27.69 27.17
Granarolo (North) IT 115 3.42 33.98 none 33.96
Fonterra (5) NZ 26.26 0 24.47
United States of America
(3) uUs 0.11 24.03 none 21.85
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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