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A little bit of this and a little bit of that 
• Overall dairy prices dipped a touch overnight. 
• With WMP prices weaker than expected. 

• Meanwhile, milk fat prices continue their charge, setting fresh record highs. 

 Summary 
The auction overnight gave us a little bit of this and a little bit of that.   

Firstly, the weakness in key whole milk powder (WMP) prices 
reflected a theme that we discussed back in May.  Namely, that NZ 
production was ending the season in better shape than many had 
feared.  The nationwide impact from the cyclones and very wet 
weather was small.  Indeed, the excellent summer growing conditions 
and impetus from a higher milk price look to have more than offset 
the wet weather. 

At the same time, milk fats continued their record run.  Last auction, 
we noted that butter set a record high.  Overnight, the auction went 
one better, with both butter and Anhydrous Milk Fat (AMF) setting 
fresh record highs.  In fact, butter prices have more than doubled in 
the space of just a year. 

All up, the global dairy market outlook remains firm.  Moreover, with 
supply and demand in balance, we expect prices to fluctuate around 
current levels over coming months.  While global dairy markets can 
change rapidly, for now, a period of relative calm lies ahead.   

Auction Results 
Dairy prices fell by 0.8% overnight.  Key product, WMP, led the fall, 
dipping 3.3%.  The WMP fall contrasted with futures prices prior to 
the auction; futures prices had pointed to a 1% to 3% lift. 

Meanwhile, milk fat prices continued their charge higher.  In fact, 
both AMF and butter set fresh auction record highs of US$6,886/MT 
and US$5,768/MT, respectively.  Moreover, butter prices have now 
more than doubled over the past year. 

The WMP fall can be put down to better than expected NZ 
production.  Dairy markets had pushed WMP prices around 16% 
higher over March, April and May, as they factored in the possibility 
of disrupted NZ supply.  However, if anything NZ production has held 
up; for example, April NZ production was 6.8% higher than April 2016. 

NZ production dynamics aside, global demand appears firm.  In 
particular, milk fat demand is very high, as indicated by the auction-
record highs for AMF and butter.  That said, milk fat prices are likely 
to retreat from these record highs, particularly as new season 
production ramps up in the spring. 

Implications 
As a result, we expect prices to remain firm at or near current levels.  
In terms of the new season milk price forecast, we continue to 
expect $6.75/kg. 

 

Season-end Forecasts 
2016/17 2017/18 Long Run

Fonterra/ASB Fonterra ASB ASB
Milk Price* $6.15 $6.50 $6.75 $6.50-$7.00
* per kg of milk solids (excluding dividend).   

Key Auction Results  

Product

% change in 
index since 
last auction

Annual % 
change in 

index

Weighted 
Average Price 

US$/MT

Whole Milk Powder (WMP) -3.3% 48.3% 3,022
Skim Milk Powder (SMP) 1.4% 17.8% 2,218
Anhydrous Milk Fat (AMF) 4.4% 92.8% 6,885
Butter 2.9% 101.7% 5,768
GDT Price Index -0.8% 56.0% n.a.  
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