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ASB revises 21/22 milk price forecast to $7.50 
Dairy prices continue to hold their ground; we see further upside for next season 

Dairy prices were little changed at last night’s 

GlobalDairyTrade auction. The overall GDT price index 

fell by a blink-and-you’ll-miss-it 0.1%. Price declines were 

concentrated in the fat group, with WMP – the most 

important driver of the farmgate milk price – edging up by 

0.4%. All up, the result was a shade softer than the futures 

market had predicted, which was pointing to a circa 2% 

lift. In sum, dairy prices are holding most of their gains 

from earlier in the year and remain remarkably high. 

This auction saw China retake the driver’s seat after its 

conspicuous absence last auction. After a string of 

auctions were marked by aggressive purchases, the April 

6th auction saw China recede and other regions take the 

front foot. That looks to have been a blip, with China 

returning to its dominant position this auction, particularly 

for WMP. The vast majority of product on offer was 

captured by the ‘North Asia’ region, with other parts of the 

globe taking lower volumes than at the last auction.   

Another bearish sign we saw last time around also 

reversed itself. At the last auction, not all WMP product 

was sold, and we noted at the time that this suggested 

short-term demand is already being met. That 

development also proved short lived with 99% of product 

on offer sold this time around. 

The shape of the contract curve suggests prices maintain 

momentum heading into next season. The further-dated contracts (for shipment in August-October) continue to 

trade at a modest premium over those nearer. The shape continues to suggest its not just short-term supply anxieties 

that are fuelling gains at auction. An uncertain outlook for Northern Hemisphere production and rising global 

consumption should keep prices supported over the medium term. 

We retain our $7.60 kgms forecast for the 20/21 season but have revised our 21/22 forecast up to $7.50 (from 
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Whole Milk Powder (WMP) 0.4% 50.3% 4,097

Skim Milk Powder (SMP) 0.0% 40.7% 3,365

Anhydrous Milk Fat (AMF) -3.3% 47.7% 6,003

Butter -0.6% 39.2% 5,736

GDT Price Index -0.1% 59.0% n.a.
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ASB Fonterra ASB

Milk Price* $7.60 $7.30-$7.90 $7.50

* per kg of milk solids (excluding dividend).  
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$7.30).  Auction developments have relatively limited implications for the current season at this late stage in the 

current season, but the price signals for 21/22 have been consistently favourable. Still, we add the caveat that it’s 

very, very early days, and we expect Fonterra to open its own forecast at a wide range. A less favorable exchange 

rate next season is also in the mix, but we expect the impact will be largelly offset by the strength in prices. 

ASB Commodities Index  
The ASB Commodities Index continues to oscillate near record 

highs. Dairy prices held their ground ahead of the auction this 

morning, unchanged in USD terms. Meat prices are continuing to 

trend up as the global re-opening gets underway, lifting 2.4% in 

USD terms. All up, our USD index lifted a modest 0.9%. 

Conversely, the lift in the NZD/USD over the week (+1.4%) saw our 

NZD index nudge lower (-0.4%). 

We expect commodity prices to hold their ground in the coming 

months. There is scope for further gains in meat and forestry 

prices and, while we expect further easing in dairy prices, we 

remain sceptical that a sharp correction is on the cards.  
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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 16th April 2021 

 Index* Week % Year %**

Total NZD 114.0 -0.4% 9.3%

Total SDR 112.0 0.4% 23.2%

Total USD 115.4 0.9% 29.3%

Dairy USD 127.9 0.0% 34.5%

Sheep/beef USD 95.9 2.4% 21.8%

Forestry USD 106.9 1.4% 35.3%

Fruit USD 130.8 1.4% 28.1%

NZD/USD 0.7139 1.4% 18.3%
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