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Mea Culpa: ASB lifts milk price forecast to $8.20 kgms 

Milk Price Forecast Update 
 

 

 

 

Dairy prices have made further gains at the latest 

GlobalDairyTrade auction overnight. WMP prices rose a 2.3%, 

building on last auction’s gains and up to a new two-month high. 

It was a shade ahead of futures market pricing, which was 

pointing to a 1.5% increase. 

Global dairy demand continues to look healthy, while supply 

trends have been mixed. While Chinese buyers are taking a bit 

of a breather after their massive buying WMP frenzy earlier in 

the year, buyers elsewhere are stepping into the breach. And 

Chinese demand for SMP continues to look healthy. That 

resilience in demand contrasts with the latest global dairy 

production data which has been a bit more variable – lower in 

some of the big powerhouses like Europe, North America and 

Australia.  

We were premature in lowering our Fonterra milk price 

forecast to $7.90kgms back in July. We were spooked by 

series of softer auctions in July and August where prices began 

falling and the GDT contract curve began to develop a steep 

downward slope (see our chart above). The last couple of dairy 

auctions have seen prices in more settled territory. It’s not 

uncommon for prices to show a bit of volatility over the NZ 

winter, so it’s a good lesson in waiting for the spring before 

adjusting your core view. We admit our mistake, say ‘mea 

culpa’ and return our 2021/22 forecast to $8.20 kgms. 

2020/21

ASB Fonterra ASB Fonterra

Milk Price* $7.60 $7.45-$7.65 $8.20 $7.25- $8.75

* per kg of milk solids (excluding dividend).  

2021/22
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It’s still relatively early in the season and NZ spring production is now the big swing factor from here on out. Signs 

are mixed thus far, with pasture growth looking good in the Waikato and cows reportedly milking well, but Canterbury 

has been hit by some more extreme weather. While we think a farmgate milk price closer to $8.20 kgms is the 

likelier outcome, there’s plenty of scope for a slightly lower (but still strong) figure. As we’ve noted over recent 

publications, Fonterra’s sales volumes outside the auction platform account for the bulk of their production and 

remain another big source of uncertainty. After all, the last couple of months are a reminder to keep an open mind.
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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.   

 

GlobalDairyTrade Auction Results 

Stream Product

% change in 

index since 

last event

Annual % 

change in 

index

Weighted 

Average 

Price US$/MT

Whole Milk Powder (WMP) 2.3% 26.4% 3,777

Skim Milk Powder (SMP) 1.0% 15.5% 3,302

Anhydrous Milk Fat (AMF) 0.0% 53.0% 5,962

Butter -1.8% 47.9% 4,857

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

Cheese Cheddar -1.2% 28.5% 4,274

GDT Price Index 1.0% 38.8% n.a.
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