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Dressed up to the nines 
Another nudge to our 2021/22 forecast and a strong opener for 2022/23 

  

Another fortnight, another whopper dairy 

auction. All product categories advanced once 

again, resulting in a nice 4.2% lift in the overall 

GDT index. Most importantly for our forecast, 

WMP lifted another 5.8% to continue its way back 

towards the lofty highs it hit last March. We’d 

expected prices to make gains at this auction (as 

had the futures market), but it’s still gratifying to 

see another good result. 

Tight supply remains the big theme in global dairy markets. Last 

week saw the (unsurprising) news that NZ milk production 

recorded another soft month in December – down 5.5% on a milk 

solids basis. Meanwhile, conditions remain very, very dry across 

much of the country, most notably in the dairy powerhouse of the 

Waikato. Production offshore doesn’t look much better, with 

South America the only region showing any sign of momentum.   

Markets expect supply to remain tight for some time to come. At 

this auction, it’s the latter-dated contracts that traded at the 

highest premium, with buyers clearly concerned about securing 

product not just in the immediate future but into the beginning of 

next season (see our chart below). With demand remaining robust, 

the NZX futures market sees WMP holding at or above 

US$4000/MT out to the end of the year. 

   

ASB Fonterra ASB Fonterra

Milk Price* $9.25 $8.90-$9.50 $8.80 Watch this space

* per kg of milk solids (excluding dividend).  

2021/22 2022/23

Stream Product

% change in 

index since 

last event

Annual % 

change in 

index

Weighted 

Average 

Price US$/MT

Whole Milk Powder (WMP) 5.8% 25.4% 3,866

Skim Milk Powder (SMP) 2.0% 27.3% 3,773

Anhydrous Milk Fat (AMF) 1.4% 25.5% 6,668

Butter 3.2% 26.3% 5,868

Butter Milk Powder (BMP) 9.7% 0.0% 3,654

Cheese Cheddar 2.4% 51.7% 5,487

GDT Price Index 4.2% 32.9% n.a.
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We’ve lifted our farmgate milk price forecast for this season to $9.25 per kgMS. This places us just shy of the 

midpoint of Fonterra’s recently revised forecast range. Given the weak NZ growing conditions and the failure of 

overseas producers to offset softer local production, we concur with the market view that the supply outlook is likely 

to remain tight beyond the end of the season. Given the volume of product Fonterra has already sold, auction-to-

auction swings will have only a modest impact on our forecast for the current season from here. Still, the 

strengthening in the near-term outlook, combined with Fonterra’s comments, warrant an extra 15c on our already-

record high forecast for this season. 

We open next season’s farmgate milk price forecast at a lofty $8.80 per kgMS (albeit with a very, very, very wide 

margin of error at this stage in proceedings). There’s little doubt next season will kick things off on the front foot 

given the near-term direction of global dairy supply, particularly with demand still looking robust. Fonterra’s effective 

exchange rate will almost certainly be worse than the favourable rates its managed to hedge at over the past two 

seasons, but probably still at a competitive level somewhere just shy of 0.72. 

 

As we noted last auction, we suspect the conventional wisdom on the supply outlook has become a bit too pessimistic 

though. The Southern Oscillation Index – our preferred weather indicator for dairy production – suggests conditions 

should be a lot more favourable over the coming months. That means we are a little bit more cautious than the NZX 

futures market, which currently expects a whopping $9.38 per kgMS for the season. Still, given the strong likely 

starting point for the season, even some fairly steep softening over the course of the season should still yield 

another strong result. 
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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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