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ASB shifts 21/22 milk price forecast to $9.10 
2022 gives dairy prices some love 
 Dairy prices notched up impressive gains at 

the latest Global Dairy Trade event overnight. 

All product categories advanced, led by some 

impressive gains for butter. WMP prices lifted 

a decent 3.1%. All-up, the overall GDT price 

index made its largest single auction gain 

since last year’s March auction.  

Tight global supply is the driving prices 

higher. As we noted last week, domestic 

conditions over the summer have been poor, 

with hot and dry weather the order of the 

day in much of the country. Accordingly, 

Fonterra revised its forecast collections for 

the season downwards by 25 million tonnes 

of milk solids. With a softer production 

outlook also evident in Europe and North 

America, it’s a potent combination for dairy prices – there’s a 

willingness on the part of buyers to pay big premiums to 

secure supply.  

We’ve revised our 2021/22 farmgate milk price forecast 

upwards to $9.10 per kgMS. The underlying global dairy 

demand and supply balance should keep prices supported 

over the remainder of the season. With all contracts trading 

north of USD$4,000/MT at present and longer-dated 

contracts trading at a premium, prices should keep up the 

momentum over the near term. We think that’ll be enough 

to push this season’s farmgate price north of the $9 mark. 

 

The key question will be how long it takes before prices 

start to move down. At this stage in the game, a record high 

ASB Fonterra

Milk Price* $9.10 $8.40- $9.00

* per kg of milk solids (excluding dividend).  

2021/22

Stream Product

% change in 

index since 

last event

Annual % 

change in 

index

Weighted 

Average 

Price US$/MT

Whole Milk Powder (WMP) 3.1% 5.6% 3,306

Skim Milk Powder (SMP) 4.1% 0.0% 3,044

Anhydrous Milk Fat (AMF) 5.5% -7.7% 4,604

Butter 7.2% 13.8% 4,526

Butter Milk Powder (BMP) 6.9% 0.0% 2,876

Cheese Cheddar 5.0% 5.8% 4,078

GDT Price Index 3.9% 10.8% n.a.
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https://www.asb.co.nz/content/dam/asb/documents/reports/commodities-weekly/commodities-weekly-130122.pdf
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milk price for the current season is a practical certainty. Prices will start the next season on the front foot, though they 

will lose their heat as the season wears on. 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 condtions should be a lot more favourable over the coming months. In other words, there’s the makings of 

another good season in the offing, but the futures market might be getting a little overeager by expecting WMP 

prices to remain north of USD$4,000/MT over the remainder of the year.  

We’ll be looking to firm up our 2022/23 forecast over the coming weeks. Stay tuned. 
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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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