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More strong dairy production numbers in January
Milk solids up again January, but hot weather worth watching
Dairy production remained strong over January. During
the month, milk solid production was up a whopping 7.7%
on January 2018. This was the largest increase since June
2018. Season to date production is now running 5.6%
ahead of 2017/18.
This season is already on track to shatter records, though
we anticipate the hot weather might start to weigh on
February production. As January drew to a close, the
country entered a heatwave and record temperatures were
recorded across several parts of New Zealand.
Whilst drought is a perennial concern in summer, this year
it's the heat itself that has drawn notice. As we highlighted
last week, elevated temperatures are impacting the
behaviour of livestock, with some cows even “too hot to
eat.”
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Given that temperatures only peaked towards the end of the month, January’s production data will not have
captured the full impact. We will be closely watching February’s figures (due mid-March), to see if production starts
to soften.
We currently project 5% growth in milk solids production across the 2018/19 season, a shade more bullish than
other forecasters. Next month’s data release may shed some light as to whether this forecast is too optimistic.
Despite the bumper production season domestically, dairy prices remain robust given constrained supply globally.
Our current 2018/19 milk price forecast stands at $6.25/kg, although we note some upside to this. Looking ahead to
2019/20, we expect global (and local) supply to tighten further, boosting the milk price to $7.00/kg.
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Week ending 15 February
The ASB Commodity Price Index slid 0.6% in NZD terms
during the week ending 15 February, off the back of a
higher NZD/USD. By contrast, the index rose in USD
terms, up 1.2% over the week.
All components gained in USD terms. The biggest
movers were forestry and fruit, which gained 1.8% each,
not quite reversing last week’s falls. Dairy prices grew
0.8% amid evidence of a tightening in global supply.
Sheep/beef prices were up 0.7%.

ASB New Zealand Commodity Price Indices
As at Friday 15th February 2019
Index*

Week %

Year %**

Total NZD

109.7

-0.6%

0.6%

Total SDR

99.3

1.5%

-0.6%

Total USD

90.4

1.2%

-4.7%

Dairy USD

85.2

0.8%

-5.9%

Sheep/beef USD

87.9

0.7%

-6.3%

Forestry USD

104.8

1.8%

-0.4%

Fruit USD

98.9

1.8%

-10.4%

The NZD/USD rose last week, as the Reserve Bank’s
NZD/USD
0.6865
1.8%
*
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all
indices
2014
average
=
100
interest rate announcement was not as cautious as
** Percentage change since same week last year
markets expected. The NZD/USD has since dropped back
slightly over the course of this week, trading at US$0.6802 as at the time of writing.

ASB Economics & Research
Chief Economist
Senior Rural Economist
Senior Economist
Senior Economist
Senior Economist, Wealth
Data & Publication Manager
www.asb.co.nz/economics

Nick Tuffley
Nathan Penny
Jane Turner
Mark Smith
Chris Tennent-Brown
Judith Pinto

nick.tuffley@asb.co.nz
nathan.penny@asb.co.nz
jane.turner@asb.co.nz
mark.smith4@asb.co.nz
chris.tennent-brown@asb.co.nz
judith.pinto@asb.co.nz

-5.3%

Phone
(649) 301 5659
(649) 448 8778
(649) 301 5853
(649) 301 5657
(649) 301 5915
(649) 301 5660
@ASBMarkets

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.
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