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Another auction, another whopper 
To re-use a phrase that is becoming 

frequently exhausted: dairy prices have 

enjoyed another whopping auction 

overnight. The overall GDT price index 

rose another 4.2% in aggregate. That 

figure includes a similar-magnitude 4.2% 

lift for the all-important WMP price index. 

The key takeaway is still that dairy price 

gains are proving broad-based across all 

product types. That’s a positive given it 

continues to suggest underlying dairy 

demand is strong (i.e. recent price gains 

arent just a function of a shortage for one 

or two products).  

All-up, price gains over the first couple of months of 2022 have been widespread and sustained so that the overall 

GDT index is now only a few points shy of its previous record high back in 2013. And back then, the index was largely 

being boosted by WMP and SMP, rather than the widespread gains we’ve seen during the current boom. 

We’d expected further price gains in the near term, so today’s result doesn’t impact our forecast much. Still, it’s 

good to have yet more confirmation. We’ve long said that a record-high farmgate milk price for the current season is a 

certainty at this point; the question is exactly how high it will go. There is probably still a little upside risk to our $9.25 

per kgMS forecast.  

Looking further ahead, the other key question is when dairy supply rises to start taking some of the heat out of the 

market. On the domestic front, more favourable weather of late has started to ease some of the gnarlier soil moisture 

deficits, but the impact has been uneven and there’s a long way to go given the slow first half of the season. We’re 

expecting domestic dairy production to wind up around 2% lower than it was last season. As we’ve noted the 

Southern Oscillation Index (a weather indicator that dairy production tends to track), does support the view that 

production conditions will start to improve over the coming months (see the chart over the page). Still, it’s an 

imperfect indicator at best, and the overseas outlook is anyone’s guess. 

In other words, we expect prices to start the 2022/23 season on the front foot, but for improving supply to bring at 

least some relief as the season wears on. The margin of error for our current $8.80 per kgMS forecast is large, but we 

do think the futures market is getting a little bit overexcited expecting a milk price of $9.50+ for 22/23. The direction 

of the NZD will also play role, though the co-op will also be 30-40% hedged for the next season. 

Product

% change in 

index since 

last auction

Annual % 

change in 

index

Weighted 

Average 

Price US$/MT

Whole Milk Powder (WMP) 4.2% 25.2% 4,503

Skim Milk Powder (SMP) 6.0% 34.5% 4,295

Anhydrous Milk Fat (AMF) 1.2% 25.6% 6,889

Butter 5.2% 30.3% 6,686

GDT Price Index 4.2% 34.4% n.a.

ASB Fonterra ASB Fonterra

Milk Price* $9.25 $8.90-$9.50 $8.80 Watch this space

* per kg of milk solids (excluding dividend).  
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ASB Commodities Index 

The ASB Commodities Index was little changed last week, edging 

a shade lower in NZD terms. Underling USD commodity prices 

were generally robust, with dairy prices advancing another half a 

percentage point even in the absence of a GDT dairy auction. 

Overall, the USD Commodity Price Index lifted 1%. 

NZD/USD advanced 1.9% over the week, continuing its modest 

recovery after taking a hit at the end of January when the Federal 

Reserve shifted its rhetoric in a more hawkish direction. All-up, our 

NZD Commodity Price Index was 0.9% lower over the week. 
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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 11th February 2022 

 Index* Week % Year %**

Total NZD 127.9 -0.9% 21.5%

Total SDR 119.9 0.9% 15.8%

Total USD 121.7 1.0% 13.2%

Dairy USD 144.3 0.5% 28.6%

Sheep/beef USD 110.3 1.4% 16.8%

Forestry USD 89.2 1.9% -15.3%

Fruit USD 110.3 1.9% -15.0%

NZD/USD 0.6722 1.9% -6.8%
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