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On a tear
ASB Commodities Index nudging record highs, underpinned by dairy gains
Last week saw huge gains for the ASB Commodities Index,
underpinned by a mammoth dairy auction. The underlying
USD dairy indices lifted a whopping 12.9% over the week,
powering the overall index to a 4.8% gain. The NZD indices
rose 6.8%, helped along by a downward drift in the NZD/USD.
NZD prices in our index are now nearing their highest level
since it began. Price gains over the past recent weeks have
been so substantial that our NZD index is only about 1% below
its previous high eighteen months ago.

ASB New Zealand Commodity Price Indices
As at Friday 5th March 2021
Index*

Week %

Year %**

Total NZD

114.2

6.8%

9.1%

Total SDR

112.4

5.8%

19.6%

Total USD

115.6

4.8%

22.5%

Dairy USD

130.4

12.9%

30.1%

Sheep/beef USD

92.5

-2.7%

8.9%

Forestry USD

105.4

-1.9%

28.7%

Fruit USD

133.0

-1.9%

20.1%

0.7141

-1.9%

12.3%

NZD/USD

Higher underlying dairy prices are driving the gains. Following
last week’s auction, our dairy index – which makes up around
45% of our overall index on its own – is now sitting at a sevenyear high in NZD terms. Fruit prices make up a comparatively
small portion of our index but are similarly helping things along
nicely at record highs.
There is still an awful lot of variation among the other
commodities in our indices. Despite the global vaccine rollout
and the prospect of further easing in restrictions in the months
ahead, commodities exposed to the hospitality sector continue
to lag. Underlying USD meat prices have risen above where
they were when the COVID shock first hit, but not by all that
much, and the higher NZD/USD has crimped NZD returns.

* For all indices 2017 average = 100
** Percentage change since same week last
year
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We expect our index to remain high over the medium term.
Whilst some moderation in dairy prices after last week’s auction is a possibility, genuine demand and supply factors
have underpinned broader gains and a sharp correction is unlikely. Similarly, we expect meat prices to lift off their
recent lows over the course of the year as overseas demand picks up.
Given the sharp lift in commodity prices, further strength in the NZD is likely too. Our friends at CBA have revised up
their forecast for the NZD/USD and now see it tending towards 0.7400 by the end of Q3.
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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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