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ASB revises 20/21 milk price forecast to $7.40 KGMS 

• Dairy prices have been rising steadily over recent months and posted further gains overnight. 

• The overall strength in dairy prices has prompted us to lift our milk price forecast for the 20/21 season from 

$7.00 to $7.40.    

• Fonterra lifts its guidance in the wake of the GDT event 

today, to $6.90 - $7.50. 

Milk Price Forecast Update 
 

 

 

Dairy prices lifted a further 1.8% at the latest Global Dairy Trade 
event overnight. Price gains were recorded for all commodities 
except skim milk powder (SMP), which dipped 1.5%.  Whole milk 
powder (WMP) prices lifted by 2.3%, taking the average price of 
WMP to US$3458/t.  WMP prices are now trading around the 
highest level in five years.  That strength is across all contract 
periods, indicating solid demand.  

This contrasts to earlier in the season when the strength was in the 
near-term contracts as buyers scrambled to secure supply. Butter 
prices posted the strongest gains at this event, lifting 6.2% to be 
19.6% higher than a year ago.  

The overall strength at this auction, combined with the steady gains 
recorded at the proceeding events, has prompted us to lift our milk 
price forecast for the 20/21 season from $7.00 to $7.40.  

Our forecast was outside of Fonterra’s December guidance of $6.70 - 
$7.30, but we felt it was warranted by the strength in prices over all 
contract periods for the rest of the season.   

In the wake of the GDT result this morning Fonterra have lifted their guidance range to NZD $6.90 - $7.50 per KGMS.  
Accordingly, the midpoint of the range, which farmers are paid off, has increased to NZD $7.20 KGMS.  Fonterra’s 
statement this morning highlights “strong demand from China and South East Asia for whole milk powder and skim 
milk powder, which are key drivers of the milk price”.  Fonterra will provide full year earnings guidance when it 
announces its 2021 half year results on 17 March. 

2020/21

ASB Fonterra

Milk Price* $7.40 $6.70-7.30

* per kg of milk solids (excluding dividend).  
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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.   

 

Stream Product

% change in 

index since 

last event

Annual % 

change in 

index

Weighted 

Average 

Price US$/MT

Whole Milk Powder (WMP) 2.3% 15.0% 3,458

Skim Milk Powder (SMP) -1.5% 9.4% 3,198

Anhydrous Milk Fat (AMF) 1.3% 17.8% 5,463

Butter 6.2% 19.6% 5,028

Butter Milk Powder (BMP) 0.0% 0.0% 3,180

Cheese Cheddar 2.3% 1.2% 4,178

GDT Price Index 1.8% 19.6% n.a.
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