
  
GlobalDairyTrade Auction         19 April 2017 

 

 
Nathan Penny – Senior Rural Economist – 649 448 8778 – nathan.penny@asb.co.nz 
Please refer to the important disclosures at the end of this document 

 

Wet Wet Wet 
• Dairy prices lifted rise in the wake of Cyclones Cook and Debbie. 
• The severe weather has stymied a strong end to the NZ production season and may lead to slow start to next season. 

• We now see some upside to our 2016/17 milk price forecast of $6.00/kg.  

 Summary 
As a small island nation in the middle of the Pacific, NZ is susceptible 
to weather shocks.  This month has been a clear reminder of this 
fact, with this April set to be the wettest on record. 

Indeed, with Cyclone Cook following quickly in the wake of Cyclone 
Debbie, the country has been in storm mode for most of the past 
month.  However, the saving grace for dairy is that it has come late 
in the season and the majoring dairying regions have escaped the 
worst of the production impacts.   

That is cold comfort to some areas though.  Dairy farmers in the Bay 
of Plenty, for example, will be counting the cost of the twin 
cylcones well into next season.  

That said, there is a silver lining to the lost dairy production - we 
now see upside to our $6.00/kg milk price forecast for this season.  
Moreover, the recent auction results reaffirm our $6.75/kg forecast 
for next season as well.  

Auction Results 
Dairy prices firmed overnight as expected.  SMP (up 7.1%), WMP 
(up 3.5%) and butter (up 2.9%) led the way.  Overall auction prices 
lifted 3.1%; auction prices have now posted three consecutive gains.   

The price rise(s) follow flooding brought on by Cyclone Cook and 
Cyclone Debbie previously.  This severe weather has stymied an 
otherwise strong end to the NZ production season. However, the 
lateness of the season has limited the impact on production to a 
degree.  For example, we continue to factor in a 2% fall in this 
season’s production at this juncture.   

That said, the impact of the flooding could extend into the new 
season.  The floods have delayed the maize harvest as well as the re-
grassing of pastures.  Potentially, these delays could lead to a feed 
deficit over the winter months and thus constrain production at the 
start of next season. 

Looking at the local level, the Bay of Plenty (which accounts for 4% 
of NZ dairy production) has been hit hardest.  In particular, the 
severe flooding in the town of Edgecumbe and its surrounds mean 
the dairy season there is effectively over.     

Season-end Forecasts 
2016/17 2017/18 Long Run

Fonterra ASB ASB ASB
Milk Price* $6.00 $6.00 $6.75 $6.50-$7.00
* per kg of milk solids (excluding dividend).   

Key Auction Results  

Product

% change in 
index since 
last auction

Annual % 
change in 

index

Weighted 
Average Price 

US$/MT

Whole Milk Powder (WMP) 3.5% 44.4% 2,998
Skim Milk Powder (SMP) 7.1% 16.9% 2,044
Anhydrous Milk Fat (AMF) -0.5% 82.8% 5,930
Butter 2.9% 79.9% 4,892
GDT Price Index 3.1% 52.9% n.a.  

 

With production stymied, prices have lifted modestly at this auction and at the last one.  However, given the modest 
production impact nationwide, the relatively modest price rise feels about right (WMP has risen about 6% over the two 
auctions).    

Looking to next season and with production now likely to start slow, we expect WMP prices to remain well-supported. If 
anything, prices are likely to drift higher by year-end. 

Implications 
We now see some upside to our 2016/17 milk price forecast of $6.00/kg. Meanwhile, the auction result reaffirms our 2017/18 
milk price forecast of $6.75/kg. 
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Important Disclosures 

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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