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Commodity prices on the right side of the ledger so far over 2017
Looking over the first half of 2017, NZ commodity prices have fared
reasonably well. For example in the year to date, the ASB Commodity
Price Index has been on average 3.7% and 9.1% above the 10-year
average, in USD and NZD terms, respectively.
The 2017 standout so far is beef. In particular, P2 steer prices have
sat at record monthly highs over April, May and June. Moreover, we
expect prices may set all-time record highs in the spring. Forestry
prices have been similarly strong. In fact, current prices are
approaching record highs, and have only been higher in April 2014.
Meanwhile, dairy prices have largely tracked sideways so far over
2017. Indeed, most of the recovery in prices occurred over the
second half of 2016. As a result, the annual change in the dairy index
remains impressive at close to 50%, whereas whole milk powder
prices, for example, have been at or around their average levels so far
over 2017.
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Lamb prices have been 2017’s big mover. Lamb prices have surged
since February and now sit over $6.50/kg. The initial price surge was
all the more impressive considering prices normally fall at that time of
the year. Moreover, as it stands, prices over June and July have only
ever been higher in 2011. Lastly, wool prices have struggled. Wool
prices have averaged over 20% below their 10-year averages so far
over 2017. Note, wool is a minor component of the overall
commodity price index, with a weighting of 5.5%.
Looking at the currency, the NZD has been largely supportive of
commodity prices. The NZD has averaged around US$0.71 so far over
2017, compared to the 10-year average of US$0.7450.
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A weaker NZD offset a slight weakening in NZ commodity prices last
week, with the ASB Commodity Price Index rising 0.4% in NZD terms. Meanwhile in USD terms, Sheep/Beef prices slipped
0.7%. Dairy prices, however, were unchanged. Lastly, forestry prices dipped a touch, as log prices edged down 0.7%.
Currency Markets
The NZD moved within a relatively modest range last week, falling against the USD and the EUR, while lifting against the JPY
and AUD. As at the time of writing, the NZD was trading at US$0.7260.
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