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A flea bite on the nose of Goliath 
There was a surprise easing in prices at the 

latest GDT auction overnight. WMP prices eased 

2.1% in sharp contrast to the circa 5% lift the 

futures market had been expecting. A patchy 

result more broadly saw SMP prices lift 1.6% and 

butter prices fall 1.8%, leaving the overall price 

index about a percentage point lower. 

It’s a flea bite on the nose of Goliath given how 

far prices have come. With WMP prices up 

nearly 23% in 2022 thus far (and up more than 

50% on historical averages), a wee dip is all a bit 

much of a muchness – particularly given the lift 

in SMP prices (which have underperformed WMP) shows demand for powders is 

still strong. The same is true of butter prices, which had been on a massive bull 

run over the past dozen auctions. And, of course, it’s a mistake to get too hung 

up the auction-to-auction swings – pay attention to the broader fundamentals.  

On that note, market fundamentals still support prices holding their ground or 

advancing further in the near term. There still isn’t much sign that tight global 

supply conditions will ease with any alacrity. Stretched capacity and rising costs 

pressures remain constraints on output globally, while in much of the Southern 

Hemisphere, there’s the overlay of unfavourable weather conditions (think 

recent flooding in Aussie). According to the NZX, in some parts of the Waikato 

(responsible for around a third of NZ production on its own), output is still 

running about 12% behind year-ago levels – even as our preferred climate 

indicator, the SOI, suggests output ought to be improving.  

We retain our $9.50 per kgMS and $9.20 per kgMS forecasts for this season and 

next. There’s a lot of uncertainty out there still, with the impact of Russia’s 

invasion of Ukraine still a big question mark – it’s difficult to quantify the outlook 

where the base case is a continued exacerbation in supply pressures, but the (still 

very unlikely) tail risk is some form of nuclear conflict on continental Europe. The 

good news for farmers is that a record milk price is already locked-in for the 

current season, and we’ve got a good starting point in the offing for 2022/23.   

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) -2.1% 14.1% 4,596

Skim Milk Powder (SMP) 1.6% 37.3% 4,545

Anhydrous Milk Fat (AMF) 0.4% 15.7% 7,111

Butter -1.8% 22.6% 6,958

GDT Price Index -0.9% 25.6% n.a.
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ASB Commodities Index 

The ASB Commodities Index hit new record highs in both NZD and 

USD terms last week. Most commodities were little changed over the 

week, but a big WMP-driven list in dairy prices (+5.4%) pushed the 

USD index 3% higher. Some of that lift will unwind next week given 

today’s auction result, but as we note above, dairy prices remain in a 

very strong position. 

With NZD/USD gaining a modest 0.8% over the week, the overall 

NZD Commodities Index was up a still-impressive 2.3%.  
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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 March 2022 

 Index* Week % Year %**

Total NZD 134.6 2.3% 18.7%

Total SDR 131.0 3.7% 17.1%

Total USD 130.3 3.0% 13.2%

Dairy USD 157.2 5.4% 19.6%

Sheep/beef USD 110.8 0.3% 18.7%

Forestry USD 98.4 0.8% -7.0%

Fruit USD 124.3 0.8% 5.2%

NZD/USD 0.6839 0.8% -4.6%
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