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ASB revises 2022/23 milk price forecast to $10.00 
• We have revised our 2022/23 milk price forecast from $9.20 to $10.00 per kgMS, the first double digit 

milk price on record 

 

• Global dairy supply is still woeful and we’ve dramatically adjusted our view on the NZD 

 

• Dairy prices have underperformed the futures market a tad at the latest dairy auction, but it’s not a biggie 

and we are focusing on the fundamentals 

Prices have eased a little at the 

latest dairy auction overnight. 

The WMP price indices eased by 

0.6%, while the overall GDT 

index dipped 1.2%. Most 

dramatically of all, cheddar prices 

tumbled 9%. The result 

represents a little bit of an 

underperformance on futures 

market expectations, which had 

pointed to a bit more price 

movement.  

A modest dip isn’t a big deal. It’s 

been a volatile end of autumn 

and beginning of winter, with markets still finding their feet after the lockdowns in China and Fonterra’s decision to 

flex the balance of regular and instant WMP on offer over recent auctions. Remember, WMP prices only need to sit 

around their current levels to deliver a record farmgate milk price, so every auction where they hold their ground is 

effectively a win. And as we’ve repeatedly emphasised, it’s important not to panic off the back of modest auction-to-

auction shifts. 

The dairy market fundamentals remain the same. Despite mounting headwinds circling the global economy, dairy 

demand continues to hold up well and prove relatively inelastic. Chinese buyers appear to be lifting their purchasing, 

but with ‘North Asia’ still below where it usually is at this time of year in terms of market share, there is more room 

for growth. With global dairy supply still extremely tight and production showing little momentum, securing product is 

ASB Fonterra ASB Fonterra

Milk Price* $9.50 $9.10-$9.50 $10.00 $8.25-$9.75

* 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) -0.6% -4.1% 4,125

Skim Milk Powder (SMP) 1.0% 27.0% 4,276

Anhydrous Milk Fat (AMF) -4.7% 3.5% 5,913

Butter 2.4% 35.7% 6,213

Butter Milk Powder (BMP) 0.0% 0.0% n.a.

Cheese Cheddar -9.0% 18.3% 4,875

GDT Price Index -1.2% 7.2% n.a.
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still a priority for most buyers and the contract curve remains nice 

and stable. 

We think it will be some months before prices start heading 

south with any speed. Climactic conditions are looking pretty 

positive for the NZ season according to the Southern Oscillation 

Index (though we’ve heard that before) and farmers will be keen 

to take advantage of the current high prices, not least given how 

much fixed operating costs have lifted in recent months. A bumper 

run of Southern Hemisphere production should help relieve some 

of the present supply anxiety and bring prices closer to earth, but 

there isn’t a lot of room for error given how high supplementary 

feed prices are at the moment. The upshot is that it may be a slow 

descent back to earth. 

The most important development recently has been the 

lower NZD. A fresh bout of risk aversion among investors and 

aggressive moves by the Federal Reserve to boost US interest 

rates (i.e. playing catch-up with the RBNZ) have helped snuff 

out any tentative lift in NZD/USD. We’ve adjusted our currency 

view and think it will be a while before the Kiwi takes flight 

again. Fonterra will have done something like 60-70% of its 

hedging for the season but, with the NZD dramatically 

underperforming what we once forecast, the impact on its 

effective exchange rate for the season will be significant.  

We think a $10 per kgMS farmgate milk price could well be 

on the cards. It may seem odd to boost our forecast after an 

auction where prices have underperformed, but it’s our view on the fundamentals (and more significantly the change 

in our expectations for the season’s effective exchange rate) that really matter. Our forecast is only lightly pencilled in 

and we are very early on in the season, but the end-of-season farmgate milk price looks set to wind up towards the 

tippy top of Fonterra’s guidance at the very least. 

Don’t get us wrong though, taking advantage of Fonterra’s fixed price offering could still be beneficial for some. The 

NZX/SGX futures market has been even more aggressive than we are in terms of its view on the season, with the 

upshot that Fonterra offered $10.34 per kgMS fixed price for June. Farmers will be looking at a similarly lofty fixed 

price for July provided the next auction doesn’t trigger a big fall in milk price futures. Even if the fixed price for a given 

month starts to dip below our own forecast, applying to lock in some output at that level can still be a good thing to 

consider. Uncertainty is the biggest feature of the current environment, a $10 milk price is far from a given, and, with 

input costs also on the rise, a degree of certainty in terms of income – however small – can be prudent. 
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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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