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Dodging drought, a dairy deluge 

Ther latest DCANZ data showed  milk production growth 

well up over February. Milk solids production lifted 3% 

over the month, boosted by superb growing conditions 

over the summer. As we highlighted at the time, the sorts 

of extreme La Nina-linked weather conditions we had 

feared didn’t end up being as severe as expected.  

All-up, season to date production is now back running 0.9% 

ahead of the last season, and we expect it to keep up the 

momentum. Accordingly, we have nudged up our forecast 

for the end of the season, and now expect production 

growth in the 1.4% range – a record result. Given we 

revised our farmgate milk price forecast for the season to 

$7.60 last week, its great news for farmgate incomes. 

We expect that recent production growth will have a limited impact on our milk price forecast at this late stage in 

the current season but it is a reason to be cautious about next season. As our friends at NZX Dairy note, the prospect 

of a higher milk price this season is already encouraging farmers to dig into extra feed supplement. We’ve seen a 

similar story before: higher price signals leading to higher production, boosting inventories and, in turn, putting prices 

back under pressure. We think the odds are against a sharp correction and leave our forecast at $7.30kgMS for 

21/22 but retain some caution.    

 

ASB Commodities Index  
A bit of softening in dairy prices saw the ASB Commodities 

Index ease last week. Wednesday morning’s dairy auction saw 

prices undergo a bit of modest correction after their whopper 

of a fortnight ago, and our USD dairy index is down 4.1% as a 

result. It was a good week for forestry prices, lifting 1.4% in 

USD terms. All-up, our overall index eased 1.8% in USD, and 

1.7% in NZD. The NZD/USD was little changed over the week, 

falling just 0.1%. 

Despite this week’s fall, commodity prices remain high. Our 

index remains well above its 2020 average, supported by dairy 

prices that are still not far off seven-year highs.  
* For all indices 2017 average = 100 
** Percentage change since same week last 
year 

ASB New Zealand Commodity Price Indices 
As at Friday 19th March 2021 

 Index* Week % Year %**

Total NZD 112.4 -1.7% 2.9%

Total SDR 111.0 -1.8% 21.5%

Total USD 114.3 -1.8% 28.5%

Dairy USD 126.0 -4.1% 28.9%

Sheep/beef USD 93.3 0.0% 20.1%

Forestry USD 107.3 1.4% 42.8%

Fruit USD 133.5 -0.1% 33.4%

NZD/USD 0.7165 -0.1% 24.9%

https://www.asb.co.nz/content/dam/asb/documents/reports/commodities-weekly/commodities-weekly-270121.pdf
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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.   
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