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Don’t panic 
Prices have dipped more than most 

expected at the latest dairy auction 

overnight. Falls were led by the fat group (with 

AMF and butter prices down circa 12% each), but 

all-important WMP prices dipped 6.5% as well, 

outstripping the futures market view of a 1-2% fall.  

It’s important to keep this dip in context. 

Commentary from various analysts have been 

throwing around bearish terms and talking of 

nosediving demand. An 8½% fall in the overall GDT 

index is a large move over the course of a single auction, but the result only 

takes WMP and SMP prices back where they were in mid-January. Prices for 

all major products on offer continue to run around 30-70% above long-run 

averages. Prices remain very high by any benchmark.  

There are a few factors driving prices downward, as we’ve noted over 

recent reports. China’s Omicron outbreak woes have seriously disrupted  the 

local dairy market, with raw milk beng diverted away from fresh milk and into 

powders, meaning the market has been well supplied in the near term. That 

dynamic has coincided with Fonterra shifting supply forward into Q2. This 

auction saw buyers from other regions pull back a little, perhaps with a view 

of seeing how the situation in China plays out, and to get a sense of how 

production in the Northern Hemisphere will shape up over late Spring. 

On balance though, our view is the dairy market fundamentals still look pretty favourable to prices. Local 

production here in NZ is down 5% year-to-date as of the end of March, while global production looks likely to be flat 

at best this season. Meanwhile, we expect demand in China to remain relatively robust despite the lockdown 

uncertainties, with security of food supply expected to be politicaly important ahead of this year’s party congress.  

Notably, the both the contract curve and the futures market have a considerable upward slope at this point, implying 

that while buyers are well supplied in the near-term, the present glut of WMP is expected to subside and competition 

for product will ramp up again later in the year.  

A more favourable exchange rate is likely to help offset some of the recent trimming in prices. With the spot rate 

consistently below our assumption at the start of the season, our forecast for Fonterra’s effective hedged NZD/USD 

rate has also come down a bit, which is a positive for the NZ farmgate price.  

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) -6.5% -0.7% 3,916

Skim Milk Powder (SMP) -6.5% 21.1% 4,130

Anhydrous Milk Fat (AMF) -12.1% 4.8% 6,008

Butter -12.5% 15.3% 5,807

GDT Price Index -8.5% 11.0% n.a.

3,500

3,600

3,700

3,800

3,900

4,000

4,100

4,200

4,300

M

03 May

Forward Contract (months)

M

19 April

Sources: GlobalDairyTrade

USD/MT

Contract  1                                                2                                                   3

GLOBAL DAIRY TRADE
REGULAR WHOLE MILK POWDER PRICES



  

 

Commodities Weekly  |  04 May 2022 

Dairy prices aren’t going to stay this high for ever, but for now, we’re confident of strong farmgate milk prices for 

this season and the next. We retain both our forecasts for the current and upcoming season, with the shape of 

Northern Hemisphere production over the coming months looming as the next big pivot point. 

ASB Commodities Index 

It was a ‘status quo’ week for our ASB Commodities Index. In 

the absence of a dairy auction or any updates to our trade data, 

moves in our indices in NZD, SDR and USD terms were limited.  

Currency movement was the only theme of note, with the 

NZD/USD falling 2.1% over the week to trade south of 65 cents. 

That was the primary driver behind the NZD index lifting 0.9% 

and the USD index dipping 1.2% lower. 
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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 April 2022 

 Index* Week % Year %**

Total NZD 132.7 0.9% 18.6%

Total SDR 126.1 0.0% 14.7%

Total USD 122.1 -1.2% 7.4%

Dairy USD 146.4 0.0% 15.9%

Sheep/beef USD 103.1 -2.0% 5.6%

Forestry USD 91.8 -2.1% -14.1%

Fruit USD 105.7 -2.1% 3.3%

NZD/USD 0.6496 -2.1% -9.5%
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