
 

 

Author: Nathaniel Keall – ASB Economist  

Please refer to the important disclosures at the end of this document. 

Commodities Weekly 
For the week ending Friday 21st May 

 

 

Fonterra kicks off 21/22 with a wide opener 

Fonterra has released its first milk price 

forecast for the range 21/22 season - 

and it’s a wide opener. The co-op’s 

initial forecast range for 21/22 is $7.25 - 

$8.75 per kgms. That’s a relatively wide range of $1.50, which is appropriate given our distance from the end of the 

season and the remaining uncertainty continuing to impact global dairy markets. ASB’s own forecast is towards the 

upper end of the range at the $8.20 mark, north of Fonterra’s own $8.00 midpoint.  

Even if the milk price ends up being near the bottom of the range – and we think that’s unlikely – it would still 

represent a strong result for farmers. Over the past ten years the farmgate milk price has averaged around the $6.25 

per kgms mark, so a $7.25 result would still be well above average. Still, we think that’s an unlikely scenario. For the 

season to finish near the bottom of Fonterra’s range, prices would need to start trending substantially lower far 

earlier than we expect, or drop away more sharply when they do. With global dairy supply still relatively constrained 

and demand from China likely to remain high, we continue to think the odds are agains a swift or a sharp correction. 

The co-op has also narrowed this season’s forecast range to $7.45- $7.65 per kgms, resulting in a slightly lower 

midpoint of $7.55 That’s a wee bit of a surprise given most forecasters (but not us) lifted their own forecasts 

considerably higher since Fonterra’s last update. We retain our own $7.60 forecast for the season. 

ASB Commodities Index  
Another ripper week sees the ASB Commodities Index just 1% shy 

of its record high. The strength in dairy prices has been a big driver 

of our index’s recent gains, and while they eased a shade last week 

in the aftermath of the dairy auction (down 0.7% in USD terms), they 

remain near seven-year highs. 

This week, a whopping lift in forestry prices was the real story. 

With timber shortages, solid Chinese demand and bumper domestic 

construction, we expected to see further gains for our forestry index, 

and those gains appear to be materialising. Our forestry index rose 

3.7% in USD terms – and lifted 4.4% to a record high in NZD terms. 

All-up, the USD index was broadly unchanged (+0.1%), while the 

NZD index rose a solid 1.1%, helped along by a 0.9% fall in the 

NZD/USD. 

* For all indices 2017 average = 100 
** Percentage change since same week last 
year 

ASB New Zealand Commodity Price Indices 
As at Friday 21st May 2021 

 Index* Week % Year %**

Total NZD 114.3 1.1% 10.6%

Total SDR 111.6 -0.3% 22.8%

Total USD 116.2 0.1% 30.3%

Dairy USD 126.6 -0.7% 40.4%

Sheep/beef USD 101.3 0.0% 26.5%

Forestry USD 111.4 3.4% 20.1%

Fruit USD 120.4 -0.9% 23.8%

NZD/USD 0.7172 -0.9% 17.8%

2020/21

ASB Fonterra ASB Fonterra

Milk Price* $7.60 $7.45-$7.65 $8.20 $7.25- $8.75

* per kg of milk solids (excluding dividend).  

2021/22
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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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