Commodities Weekly
For the week ending Friday 28th August

Fonterra sticks with wide forecast range for 20/21
The ASB Commodity Price Index was down 1.4% in
NZD terms last week, with a strong 3.1% lift in the
NZD the main mover over the week. The index was up
1.7% in USD terms and 1.0% in SDR terms.
The NZD was up against all the major crosses last week,
although gains against the AUD were slight. The lift
comes against a backdrop of relatively buoyant global
investor sentiment which also saw equities lift and
interest rates climb higher. Global investor sentiment
has been buoyed by the combination of massive policy
stimulus, strong US economic data, diffusing trade
tensions, and the hopes that a vaccine for COVID-19
will be developed. The direction of global risk
sentiment is expected to remain a key barometer for
future NZD direction.
USD dairy prices were flat within the index last week,
but those prices pre-date the GDT auction overnight, in
which prices were modestly lower. Meat prices were
little changed in NZD terms last week.

ASB New Zealand Commodity Price Indices
As at Friday 28th August 2020
Index*

Week %

Year %**

Total NZD

100.3

-1.4%

-6.9%

Total SDR

93.8

1.0%

-4.1%

Total USD

95.8

1.7%

-0.5%

Dairy USD

94.3

0.0%

-2.9%

Sheep/beef USD

97.1

3.0%

-6.1%

Forestry USD

91.5

3.1%

8.4%

101.1

3.1%

8.1%

0.6736

3.1%

6.8%

Fruit USD
NZD/USD

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

Product
Whole Milk Powder
Skim Milk Powder
Anhydrous Milk Fat
Butter
GDT Price Index

At the first Global Dairy Trade Event for September the
overall GDT Price index declined another 1.0%. Whole milk
powder prices declined another 2%, with the weighted
average price slipping to US $2884 /MT.
Oceania whole milk powder prices are finding a floor around
$2,800-$2,900/MT at the last three events (see chart to the
right), which is on the soft side of our longer-term price
expectations within our 20/21 season forecast. Accordingly,
our forecast of $6.75 for the season ahead is under some
pressure, and the risks are skewed to the downside at
present.

USD/MT

% change in
index since
last auction

Annual %
change in
index

Weighted
Average
Price US$/MT

-2.0%
1.8%
-0.5%
-1.2%
-1.0%

-5.6%
5.4%
-23.6%
-18.7%
1.9%

2,884
2,663
3,852
3,334
n.a.
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Separate to the GDT auction, on 1st
September Fonterra maintained the
previous forecast range for the 2020/21
season of $5.90 - $6.90 per kgMS (as
announced last month).

2019/20
2020/21
Fonterra
ASB
ASB
Milk Price* $7.10-$7.20
$7.15
$6.75
* per kg of milk solids (excluding dividend).

Fonterra will confirm the final Farmgate Milk Price for the
2019/20 season on 18 September, when delivering its annual
results. The advance rate paid to farmers for the new season
remains at $6.40, the mid-point of the forecast range. In the
press release Fonterra notes that the global market is finely
balanced now, with both demand and supply increasing.
Fonterra cautions that the potential for additional waves of
COVID-19 is impacting the confidence of some customers.
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Meanwhile global milk production is stronger than expected, with
Fonterra saying volumes in the key dairy production regions of
the EU and USA are anticipated to be up on last year.
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We concur with Fonterra’s recommend caution regarding on08-Jun
29-Jun
20-Jul
10-Aug
31-Aug
farm financial decisions. Our forecast of $6.75 for the season
ahead is under some pressure from the recent price movements, and to a lesser extent the renewed strength of the
NZD (if it continues). We will review our outlook after the next GDT auction and Fonterra announcement.
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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.
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