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Another feather in the dairy sector’s cap 

Its been another excellent dairy auction overnight. The GDT price 

index lifted 4.3%, with WMP up by 2.6%. The result was a bit 

below what the bullish futures market was expecting, but it’s 

impressive to see the GDT price index still gaining at a time when 

its already circa 25% above the long-run average. Gains in skim 

milk powder and cheese prices were the most marked – up 6.6% 

and a whopping 14.2% respectively. In short, demand is robust.  

The production outlook is improving somewhat. As we’ve 

previously noted, NZ spring production got off to a slow start, 

underpinned by mixed pasture growing conditions – cold, wet and 

relatively low light. Last week we had confirmation that 

September production notched up a sizable year-on-year fall, 

down circa 4%. However, the Southern Oscilaltion Index – a 

climate measure that typically correlates with dairy production – 

suggests that the near term outlook is now looking constructive. 

The Pasture Growth Index compiled by our friends at the NZX also 

suggests that production should be positive over November and 

December. 

Still, securing product remains a focus for buyers. All WMP 

contracts gained ground at this auction, but the larger gains were 

for the latter-dated contracts, indicating buyers are still prepared 

to pay a premium to secure product well into the latter part of the 

season – and it’s not just the Chinese buyers. The WMP futures 

market doesn’t expect to see prices moderate much for the 

remainder of the season, hovering near US$3,900/MT.  

All-up, we are happy with our record $8.75 per kgMS forecast for 

the season. Even with a gradual ramping up in production, we expect 

the global dairy demand and supply balance over the remainder of 

the season will remain favourable for producers. The opening to the 

season has been strong and even if global prices fell by 20% 

tomorrow, farmers would still be looking at a farmgate price north of 

the $8 per kgMS mark.  
3,600

3,700

3,800

3,900

4,000

M

19 October

Forward Contract (months)

M

05 October

Sources: GlobalDairyTrade

USD/MT

Contract  1                      2                        3                        4                     5

GLOBAL DAIRY TRADE
WHOLE MILK POWDER PRICES

21 September

02 November

ASB Fonterra

Milk Price* $8.75 $7.90- $8.90

* per kg of milk solids (excluding dividend).  
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Product

% change in 

index since 

last auction

Annual % 

change in 

index

Weighted 

Average 

Price US$/MT

Whole Milk Powder (WMP) 2.6% 31.1% 3,921

Skim Milk Powder (SMP) 6.6% 34.2% 3,627

Anhydrous Milk Fat (AMF) 4.2% 60.5% 3,284

Butter 4.7% 39.9% 5,350

GDT Price Index 4.3% 43.1% n.a.
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The stage is set for record dairy sector revenue this season. Farmers are in a sweet spot this season where global 

dairy prices are at seven-year highs, but a strong USD over the past eighteen months means Fonterra will be hedged 

at a favourable effective exchange rate near 0.69 USD. What’s more, despite shipping capacity pressures roiling global 

markets, our research suggests that dairy export volumes are proving resilient, especially WMP and cheese (the 

source of the loftiest gains this auction). What’s more, with prices as lofty as they are, any loss in export volumes is set 

to be more than offset on a revenue basis by the current strong prices. 

ASB Commodities Index  
The ASB Commodities Index gained ground in both NZD and 

USD terms last week. Rising dairy prices underpinned the gains, 

up 1.9% in USD terms. Note that lift comes before this morning’s 

GDT gains, so the dairy index will rise even higher next week. By 

contrast, sheep and beef prices took a bit of a breather after their 

big gains over recent weeks. With NZD little changed over the 

week, both our NZD and USD indices were up 0.9%. 

All up, our USD index hit a new seven-year high, while our NZD 

index is just a shade below its early October high. 
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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.   

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

ASB New Zealand Commodity Price Indices 
As at Friday 29th October 2021 

 Index* Week % Year %**

Total NZD 117.7 0.9% 13.6%

Total SDR 117.0 0.9% 22.6%

Total USD 119.3 0.9% 22.9%

Dairy USD 124.6 1.9% 26.5%

Sheep/beef USD 130.6 0.1% 38.3%

Forestry USD 99.5 0.0% 9.4%

Fruit USD 101.1 0.0% -7.0%

NZD/USD 0.7155 0.0% 8.2%

mailto:nick.tuffley@asb.co.nz
mailto:jane.turner@asb.co.nz
mailto:mark.smith4@asb.co.nz
mailto:chris.tennent-brown@asb.co.nz
mailto:mike.jones@asb.co.nz
http://www.asb.co.nz/economics
https://twitter.com/asbmarkets?lang=en

