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Higher, longer 
Gains at the latest dairy auction overnight have 

been broad-based and substantial. The overall 

GDT price index lifted 5.1%, pushing it to a new 

record high. In a pattern that is becoming 

familiar each auction, gains were spread across 

all product categories, with both powders and 

fats advancing by similar magnitudes. That 

remains a positive as it continues to show 

demand for dairy produce remains strong and 

broad-based. It also matters as the relative 

margins will impact Fonterra’s milk price calculation.   

Tight supply remains a big theme. The usual dairy cycle dynamic sees high 

dairy prices eventually trigger a supply response that in turn helps to push 

dairy prices back down again. Yet adverse weather conditions locally and 

constraints on production overseas mean that the supply response has failed 

to materialise thus far. As expected, NZ dairy production fell another 6.1% 

over January and while weather conditions have improved since then (and 

look set to continue improving), it will take some time for local production to 

make up ground. 

What’s more, we suspect that the conflict in Ukraine will tighten global 

supply conditions further in the near term. Given Russia and Ukraine’s 

statuses as major energy and grain producers, a prolonged stoush threatens 

to seriously disrupt the flow of key agribusiness inputs (be it feed, fuel or 

fertiliser). This will constrain overseas agricultural production, particularly for 

non-pasture-based producers. That suggests that, in line with futures pricing, 

there is scope for dairy prices to advance further in the near term and to stay 

supported for longer. 

Fonterra’s revised guidance last week is yet more confirmation that a 

record high dairy price is on the cards for 2021/22. As we’ve said before, a 

record milk price is a certainty at this point in the season, the key question is 

exactly how high. We’ve added another 25c to take our best guess to $9.50 

per kgMS. The remaining unknown at this point is what kind of trade 

ASB Fonterra ASB Fonterra

Milk Price* $9.50 $9.30-$9.90 $9.20 Watch this space

* per kg of milk solids (excluding dividend).  

2021/22 2022/23

Product

% change in 

index since 

last auction

Annual % 

change in 

index

Weighted 

Average 

Price US$/MT

Whole Milk Powder (WMP) 5.7% 9.3% 4,757

Skim Milk Powder (SMP) 4.8% 36.2% 4,481

Anhydrous Milk Fat (AMF) 2.1% 19.5% 7,048

Butter 5.9% 21.3% 7,086

GDT Price Index 5.1% 23.5% n.a.
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Fonterra has been doing outside of the auction platform – by all accounts it has sold a decent volume of product at 

presumably similarly strong prices. 

We continue to expert another strong milk price for next season, though we suspect the futures market is getting a 

little overexcited. In light of the likelihood supply stays tighter for longer, we now see next season commencing from 

an even higher starting price point. While dairy prices will almost certainly ease over the course of the season, a 

gradual correction seems more likely than having the rug being pulled from under the market by a rapid supply 

response. We have adjusted up our opening forecast for 2022/23 to $9.20 per kgMS. 

ASB Commodities Index 

The ASB Commodities Index notched up another lift last week, 

reaching a new record high in NZD terms and a new eight-year high 

in USD terms. A leap in forestry prices was the big underlying driver, 

up 9.2% in USD terms. Dairy prices edged 0.4% lower over the week, 

though that’s all much of a muchness in light of this morning’s dairy 

auction result. 

NZD/USD managed a 0.6% lift over the week, reducing a 1.2% lift in 

our USD index down to a half-a-percent lift in NZD terms. While 

bouts of risk aversion typically weigh on the NZD, the likelihood that 

the conflict in Ukraine will boost commodity prices has kept the NZD 

supported. 

 

ASB Economics & Research  Phone 
Chief Economist Nick Tuffley   nick.tuffley@asb.co.nz  (649) 301 5659 
Senior Economist Jane Turner jane.turner@asb.co.nz  (649) 301 5853 

Senior Economist Mark Smith mark.smith4@asb.co.nz (649) 301 5657 
Senior Economist, Wealth Chris Tennent-Brown chris.tennent-brown@asb.co.nz  (649) 301 5915 

Senior Economist Mike Jones  mike.jones@asb.co.nz  (649) 301 5661 

Economist Nat Keall nathaniel.keall@asb.co.nz (649) 301 5720 
    

www.asb.co.nz/economics    
@ASBMarkets 

 

 

Disclaimer 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or 
needs. Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard 
to your objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based 
on the information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as 
to accuracy, reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this 
document are subject to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed 
elsewhere by ASB Bank Limited. We are under no obligation to, and do not, update or keep current the information contained in this document. 
Neither ASB nor any person involved in the preparation of this document accepts any liability for any loss or damage arising out of the use of all or 
any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to 
contingencies and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant 
that any of these valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.   

* For all indices 2017 average = 100 
** Percentage change since same week last 
year 

ASB New Zealand Commodity Price Indices 
As at Friday 25th February 2022 

 Index* Week % Year %**

Total NZD 130.8 0.5% 22.8%

Total SDR 124.2 1.4% 17.4%

Total USD 124.9 1.2% 13.7%

Dairy USD 148.4 -0.4% 28.5%

Sheep/beef USD 109.8 0.4% 15.5%

Forestry USD 97.0 9.2% -9.7%

Fruit USD 110.6 0.6% -15.5%

NZD/USD 0.6740 0.6% -7.4%
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