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Agriculture anxious as April arrives amid ambiguity  

Capital Gains Tax and dry weather hit confidence among farmers during March 
Pessimism among farmers worsened in March according to the ANZ 

Business Outlook survey. Last month, a net 14.7% expected the outlook for 

their activity to improve over the next year. This month, that figure sunk to 0. 

Confidence has been soft for a while due to US-China trade tensions, 

uncertainty around government policy and rising compliance costs. Still, two 

things in March dampened sentiment further – very dry weather, and 

uncertainty around a possible Capital Gains Tax. 

Hot, dry weather in the first three months of the year weighed on farmers. 

Indeed, we lowered our 2018/19 dairy production growth forecast to 3% from 

5%. That said, we had some rain and some cooling as the month went on, so 

on that front, sentiment is likely to improve in the coming months. 

The Tax Working Group’s proposed Capital Gains tax (CGT) also triggered some anxiety, as some farms may be 

captured by the proposed tax.  While the working group’s suggested start date isn’t until 2021, the prospect of higher 

taxes in the future may already be dampening moods among farmers. We think some of the more dramatic negative 

claims about the impact of the new tax on the sector are overstated. With an election in 2020 and NZ First skeptical 

in principle, the CGT proposals could  still be watered down or dropped entirely. The proposal also contains many 

caveats, with farms turning over less than $5 million qualifying for tax relief if they sell their farm to buy another, 

similar farm. Family homes on the farm would also be exempt.  

Week ending  29 March 
The ASB Commodity Price Index rose in both USD and NZD 

terms. The NZD/USD fell -1.1% amid news the RBNZ was more 

likely to move the cash rate down rather than up next, helping 

lift the NZD index 1.3%. The NZD fell further this week, trading 

at USD$0.6797 at the time of writing. 

Dairy prices had a bumper week, lifting the USD index despite 

other price falls. The index rose 0.3%, with dairy up 1.8% and 

Sheep/beef, forestry and fruit prices all down around 1%. Dairy 

prices advanced even further in the auction this week. 

* For all indices 2017 average = 100 
** Percentage change since same week last year 

ASB New Zealand Commodity Price Indices 
As at Friday 29th March 2019 

 Index* Week % Year %**

Total NZD 106.2 1.3% 4.5%

Total SDR 102.4 0.6% 3.2%

Total USD 102.4 0.3% -1.7%

Dairy USD 104.5 1.8% 5.2%

Sheep/beef USD 95.1 -1.0% -11.1%

Forestry USD 104.5 -1.1% -2.3%

Fruit USD 104.3 -1.1% -9.3%

NZD/USD 0.6804 -1.1% -6.0%
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For our full analysis of the impact of the Capital Gains Tax on the Agricultural sector, please see our most recent 

Farmshed Economics report here. 
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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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