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Clouds gather for the Year of the Pig - 2019 

Commodity prices likely to feel pressure over 2019 from slowing Chinese growth 
Clouds are gathering for commodity prices over 2019.  

Indeed, we anticipate that NZ Commodity prices are likely 

to feel downward pressure over the year.   

This year’s more modest outlook follows relatively 

positive prices over 2018.  The average level over 2018 

was comfortably above the 10-year average in both USD 

(+4.7%) and NZD (+12.3%) terms.  

However, economic growth in NZ’s major export market, 

China, is slowing, and we expect this slowing to lead to 

more modest demand for NZ’s commodities.  Recall that 

China accounts for around a fifth of NZ’s overall goods 

exports and larger amounts for the log, dairy and 

sheepmeat sectors. 

Moreover, NZ agricultural production is booming, with the extra supply also weighing on commodity prices.  In 

particular, spring 2018 weather was surprisingly good and the weather has continued in this vein so far this summer.  

As a result, agricultural production is likely to remain firm over coming months.  For example, we expect record-high 

dairy production this season.  Indeed with the bumper dairy production in mind, we revised down our 2018/19 milk 

price forecast twice late last year.   

Meanwhile, the global economy is also slowing, hinting at a broader slowing in demand for NZ export commodities.  

In the US, the trade tensions with China combined with rising interest rates are causing financial market volatility. 

While over the Atlantic, ongoing ‘Brexit’ concerns are weighing on the UK and European economies. 

Despite these headwinds, there are positive offsets in play.  First up, the NZ dollar is at a supportive level and likely 

to mostly stay that way over 2019.  As a result, commodity prices in NZD terms, if not USD terms, are still likely to 

remain above long-term averages.  Also, while overall Chinese economic growth is slowing, we expect the household 

sector to hold up better than the industrial and export sectors.  Relatively firm household demand should help 

underpin demand for NZ export commodities – recall that NZ export commodities such as meat, dairy and fruit are 

more exposed to Chinese household demand and less directly exposed to slowing Chinese industrial demand.   

Lastly, while export commodity prices are likely to head lower this year, as we noted above prices are starting at 

relatively healthy levels, particularly in NZD terms.  With this starting price buffer in mind, we maintain a glass half 

full 2019 view for overall NZ commodity prices, just not as rosy as what we saw over 2018. 
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Week ending 4 January 
The ASB Commodity Price Index started 2019 on a positive, 

albeit modest, note.  The Index lifted 0.3% and 0.5% in NZD 

and USD terms, respectively over the week. 

Dairy prices led the gains.  In particular, milk fat and skim 

milk powder prices were strong, with butter prices jumping 

3.6% in USD terms over the week.  In contrast, meat prices 

started the year soft, with lamb prices posting a notable fall 

(down 2.9%). 

Meanwhile, the NZD has largely tread water so far in 2019.  

As at the time of writing, the NZD was trading at US$0.6790. 
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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.   

 

*  For all indices 2014 average = 100 
** Percentage change since same week last year 

ASB New Zealand Commodity Price Indices 
As at Friday 4th January 2019 

 Index* Week % Year %**

Total NZD 107.2 0.3% 0.8%

Total SDR 94.8 0.4% -2.0%

Total USD 86.6 0.5% -4.3%

Dairy USD 77.7 1.6% -7.3%

Sheep/beef USD 90.1 -1.5% -3.2%

Forestry USD 100.7 -0.3% -1.4%

Fruit USD 101.7 0.2% 10.1%

NZD/USD 0.6731 0.2% -5.0%
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