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Hold please caller 
Prices have fallen by more than futures markets were 

pegging at the latest GDT overnight. Whole milk 

powder prices fell 3.2%, while larger dips in butter and 

butter milk prices dragged the overall GDT index lower. 

Cheddar prices were the only product stream to lift, clawing 

back a little of last auction’s drop.  

We are sticking to our $10 per kgMS Milk Price forecast for 

the season. Our view has always been based on the demand 

and supply fundamentals and on that front it’s not clear much 

has changed yet. We’ll want to see how things settle out after the 

Southern Hemisphere winter before adjusting our priors. And of 

course, don’t forget prices are very, very high still in an outright 

sense, so even if there is a little downside risk to our forecast, 

2022/23 is likely to be one of the strongest seasons on record. 

We are still sceptical prices can fall very far in an environment 

where global milk supply is extremely tight. As we noted in our last 

report, European dairy production remains very weak and was 

decelerating further in the latest data. We suspect that the same 

constraints around high input costs and issues securing labour will 

hamper Southern Hemisphere producers as they step into the fray 

over spring (we’re hopeful more favourable weather and our less 

input-intensive local farming model will help NZ hold up better than 

most).  

While global growth is slowing too and consumption won’t be as 

flash as hoped, global dairy demand should be inelastic enough to keep prices well supported. That’s particularly the 

case in China where achieving stability of food supply will be a high priority for policymakers ahead of this year’s 

National Congress, where Xi Jinping will seek a third term as Paramount Leader. To understand the key driver in the 

global dairy market at the moment, we paraphrase James Carville: “it’s the supply shock stupid.” 

And while both GDT and broader commodity prices tumbled lower overnight, don’t forget the NZD edged down 

too. As Fonterra finishes the remainder of its hedging for the season, the Kiwi’s soft position still looks set to be a 

major boon, which was the other big driver of our recent forecast change.  

Product

% change in 

index since 

last auction

Annual % 

change in 

index

Weighted 

Average Price 

US$/MT

Whole Milk Powder (WMP) -3.2% -4.3% 3,961
Skim Milk Powder (SMP) -5.2% 29.4% 4,063
Anhydrous Milk Fat (AMF) -3.1% 1.2% 5,706
Butter -9.1% 27.4% 5,648

GDT Price Index -4.1% 7.6% n.a.

ASB Fonterra ASB Fonterra

Milk Price* $9.50 $9.10-$9.50 $10.00 $8.25-$9.75

* per kg of milk solids (excluding dividend).  
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ASB Commodities Index 
Commodity prices showed a modest increase of 1.0% in 

NZD terms last week, driven by currency movement. 

Among our underlying USD Index, dairy prices fell again by 

0.6% ahead of this morning’s auction, with AMF prices 

consistently staying weak. Overall, underlying USD prices 

plunged to a low of 1.2% mainly due to the 

underperformance of meat prices this week, with a fall of 

1.4%.  

NZD/USD ticked down a significant 2.2% and continued to 

lower towards the 0.6173 mark over the week. As of the 

time of writing, falling oil prices have seen it edge back 

towards that mark after a brief nudge up. 
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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.   

 

 

ASB New Zealand Commodity Price Indices 
As at Friday 1st July 2022 

* For all indices 2019 average = 100 
** Percentage change since same week last year 

 Index* Week % Year %**

Total NZD 122.0 1.0% 11.7%

Total SDR 118.7 -0.7% 5.6%

Total USD 114.3 -1.2% -1.5%

Dairy USD 140.4 -0.6% 12.1%

Sheep/beef USD 102.4 -1.4% -5.8%

Forestry USD 82.6 -2.2% -28.6%

Fruit USD 87.7 -2.2% -10.4%

NZD/USD 0.6173 -2.2% -11.8%
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