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Gangbusters  
With rising commodity prices the order of the day, dairy prices continue surging  

It was a whopper of a dairy auction overnight, as 

strengthening demand pushed prices up across the board 

– but particularly for whole milk powder. The underlying 

GDT price index rose 3% at the auction, ranging from a 4% 

lift in WMP to a more modest lift in SMP and the fat 

products. While further price gains had been on the cards 

at auction, the sharp lift was some way in excess of what 

the futures market was pegging. In other words, dairy 

prices are continuing to surprise on the upside. 

Strong demand from China has fuelled gains at auction 

over the past three months. Domestic consumption has risen 

steadily over the course of 2020 as the Chinese economy has 

picked up, but domestic stockpiles haven’t managed to keep 

up, despite aggressive purchases through most auctions. 

Analysis by HighGround notes that while consumption in 

China is up 16% yoy, inventories for WMP have started to drift 

down toward year-ago levels.  

Sustained gains at auction have led us to revise our milk 

price up several times over the course of the season. Our 

forecast for the 20/21 season currently sits at $7.40 – towards 

the top end of Fonterra’s forecast range. Increasingly, there is 

the prospect of some further upside here if the last auctions 

of the season keep up the momentum. 

Looking ahead, we open our forecast for the 21/22 season at $7.30. With demand proving resilient, we expect dairy 

prices to remain elevated, though the strength of the NZD will weigh a little on the season. 

Rising dairy prices are part of a broader surge in commodity prices that’s been evident over the past four months. 

Oil prices are the highest they’ve been since the beginning of the pandemic and metal prices are testing seven-year 

highs. Hopes that widespread vaccination and further stimulus out of the US could lead to an uptick in economic 

activity have been fuelling the trend, and there is a lot of talk about a new commodity price ‘supercycle’ beginning.  

 

Product

% change in 

index since 

last auction

Annual % 

change in 

index

Weighted 

Average 

Price US$/MT

Whole Milk Powder (WMP) 4.3% 23.2% 3,615

Skim Milk Powder (SMP) 0.3% 12.6% 3,207

Anhydrous Milk Fat (AMF) 1.1% 26.0% 5,527

Butter 2.0% 26.9% 5,129

GDT Price Index 3.0% 28.5% n.a.
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GLOBAL DAIRY TRADE
WEIGHTED AVERAGE PRICES

2020/21 2021/22

ASB Fonterra ASB

Milk Price* $7.40 $6.90-7.50 $7.30

* per kg of milk solids (excluding dividend).  
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ASB Commodities Index  
Whilst oil and metals have continued their advances in recent 

days, it was a quiet week for the (predominantly) agricultural 

ASB Commodities Index. The USD indices lifted a modest 0.2%, 

but the impact was muted by a 0.3% lift in the NZD/USD over the 

week. All-up the NZD indices were unchanged. 

Among the underlying commodities in our index, dairy prices 

edged backward slightly, but that was before today’s monster 

auction. Sheep & beef prices advanced 0.5% in USD terms, albeit 

from the lows they’ve been trundling along over recent months. 

Reflecting their recent strength, oil prices were up 5.2% over the 

week in USD terms, but they remain a comparatively small 

component of our indices.  
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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 12th February 2021 

 Index* Week % Year %**

Total NZD 105.6 0.0% -2.7%

Total SDR 104.1 -0.2% 3.5%

Total USD 108.0 0.2% 9.1%

Dairy USD 112.2 -0.1% 7.1%

Sheep/beef USD 94.5 0.5% 4.8%

Forestry USD 105.3 0.3% 16.6%

Fruit USD 130.9 0.3% 18.2%

NZD/USD 0.7214 0.3% 12.1%
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