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GDT underperforms, but the outlook still looks good 

Dairy prices were flat overnight. The overall GDT auction 

price index was unchanged, with slightly higher prices for 

most product categories offset by marginally lower WMP 

prices. The result underperformed the futures market, 

which was expecting a 2%+ increase.  

Dairy prices remain well above long-run averages. Many 

analysts will have been surprised to see WMP prices 

underperform futures pricing. However, given the current 

strength in prices, anything other than a sharpish decline 

at each auction continues to imply a solid farmgate price 

for the season. The overall GDT price index remains up 

circa 30-40% on the same point in the last three dairy 

seasons.   

Production data is increasingly pointing to tighter supply over the 

remainder of the season. One reason the futures market had been 

so bullish on last night’s result were signals that global dairy supply 

may be someone softer than previously envisaged. NZ dairy 

production in August was down 4% annually on the previous 

season, and the latest overseas data that has been soft pretty much 

everywhere, from Australia to Europe and North America.  

Concerns over global growth have surfaced over recent weeks, 

but we remain confident dairy demand will hold up well. Recent 

weeks have seen a lot of column inches about the ‘wall of worry’ 

that will derail global growth – stalled vaccination progress in some 

jurisdictions, rising energy prices, the withdrawal of stimulus and 

the woes of the Chinese property giant Evergrande. Still, global 

growth forecasts remain positive and the experience of COVID tells us that dairy’s status as a staple food keeps prices 

supported, even in times of volatility. The growing share of South-East Asian buyers at auction of late is also a 

welcome bit of diversification too.  

 

All-up, we retain our $8.20 kgms Fonterra milk price forecast for the season. At any rate, farmers can be confident of 

a farmgate price north of the $7.54 kgms they received last season. 

ASB Fonterra

Milk Price* $8.20 $7.25- $8.75

* per kg of milk solids (excluding dividend).  

2021/22

Product

% change in 

index since 

last auction

Annual % 

change in 

index

Weighted 

Average 

Price US$/MT

Whole Milk Powder (WMP) -0.5% 23.7% 3,749

Skim Milk Powder (SMP) 0.5% 17.1% 3,315

Anhydrous Milk Fat (AMF) 0.4% 45.7% 5,982

Butter 0.4% 37.0% 4,878

GDT Price Index 0.0% 35.2% n.a.
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ASB Commodities Index  
The ASB Commodities Index hit a new all-time NZD high last 

week, edging past the previous record it reached in June. Last 

week’s gains were a function of a more favourable currency, with 

the NZD/USD losing 1% over the week as a variety of worries 

weighed on investor sentiment. The shift in the NZD exchange 

rate offset a small decline in underlying USD commodity prices 

(down 0.3%) to push our NZD index up 0.7%. 

After edging lower over August, our NZD index is now making 

gains. The softer NZD post-lockdown has helped but gains in 

underlying commodity prices are helping fuel the NZD index’s 

return to record highs. Lamb prices have advanced to record NZD 

levels, dairy prices have gained ground off the back of tighter 

supply, and forestry price volatility has proved to be a support. 
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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 3rd September 2021 

 Index* Week % Year %**

Total NZD 118.4 0.7% 16.2%

Total SDR 114.3 0.2% 21.3%

Total USD 116.3 -0.3% 21.4%

Dairy USD 121.3 0.4% 27.7%

Sheep/beef USD 124.3 -0.8% 28.3%

Forestry USD 99.3 -1.0% 10.8%

Fruit USD 101.7 -1.0% -6.7%

NZD/USD 0.6932 -1.0% 4.5%
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