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Fats grease the start to 2019




Dairy prices up in first auction for 2019, making 3 rises in a row.
Prices rose for all key products, albeit in the lightest sales volumes since July.
NZ production is looking strong, which we expect will constrain prices in the near term.

Summary

USD/MT

The first GlobalDairyTrade auction of the year
continued the positive finish to 2018 with a 2.8% overall
lift. All the key product types showed price increases.
Auction volumes were, however, light for this holiday
period auction. Notably, whole milk powder (WMP)
prices were the laggard in making gains. NZ is the
dominant WMP exporter, and NZ production is in
healthy shape thanks to good growing conditions.
We do expect the strength of NZ production over the
peak part of the season to constrain dairy prices in the
near term. And we continue to hold our milk price
forecast at $6.00/kg of milk solid.

Auction Results, 2 January
Dairy auction prices gained a further 2.8%, the
third auction gain in a row. The pattern of gains
followed recent outcomes: solid rebounds in
various milk fat prices and in skim milk powder
(SMP) prices. WMP prices recovered more
weakly, and are still lower than the prices traded
back in September.
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The consistent underperformance of WMP prices will be related to the strength of NZ dairy production, with weather
conditions a boon over the peak production months. We expect production will remain firm through the rest of the
key parts of the season, with the full season likely to be up 5% from the 2017/18 season.
The only cautionary tale with this auction outcome is that the volume sold was around 20% down on the previous
two auctions, while the number of participating bidders was down only slightly compared to the typical numbers seen
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in recent months.

Implications
We maintain our 2018/19 milk price forecast at $6.00/kg. And, for comparison with Fonterra’s forecast range, our
30-cent forecast range would be $5.85-$6.15/kg.

Farmgate Milk Price Forecasts
2018/19
Long Run
Fonterra
ASB
ASB
Milk Price* $6.00-$6.30 $6.00 $6.50-$7.00
* 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.
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