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Wool wearing the brunt of trade war
Medium and fine wool prices have dipped on soft apparel markets and US tariffs
In recent publications, we have pointed out that NZ’s food
exports have been faring relatively well despite the
US-China trade war and its impact on the global economy.
One of the supporting factors has been the idea that
spending on and prices of essentials, including food, tends to
hold up during weaker periods of weak growth, in contrast, to
spending on luxuries which can rapidly fall. So far, this view is
largely holding, with NZ dairy, meat and fruit prices all firm.
Wool prices, in contrast, are not faring as well. Often NZ
wool ends up in higher end apparel markets which are
sensitive to economic growth e.g. US and European markets.
With these markets weak, demand for NZ wool has fallen,
taking prices for NZ fine and medium wool lower (see chart).
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Moreover, US tariffs, announced in August, have targeted Chinese clothing imports. With China importing wool from
NZ for clothing production and then export, these tariffs will make the end price for US consumers higher. As such, US
demand is falling, leading to lower demand for NZ wool from Chinese clothing manufacturers. With no clear prospect
of a US-China trade agreement in sight, we anticipate that fine and medium wool prices will remain under pressure
over 2019, if not well into 2020.

Week ending 6 September
The ASB NZ Commodity Price Index was mixed last week. In
USD terms, the Index posted a 1.5% rise, however a rising
NZD/USD translated into a small fall (0.4%) in NZD terms.
By component, sheep/beef prices led the way in USD terms.
Lamb prices jumped 3.0%, with farmgate prices nearing
record highs. Forestry and fruit prices were also firm (up
1.9%), while dairy prices lifted a more modest 0.6%.
The NZD gained last week as fears around slowing global
growth eased. As at the time of writing, NZD/USD was
trading around US$0.6400.

ASB New Zealand Commodity Price Indices
As at Friday 6th September 2019
Index*

Week %

Year %**

Total NZD

107.2

-0.4%

2.0%

Total SDR

99.0

1.3%

1.2%

Total USD

97.8

1.5%

-1.0%

Dairy USD

97.6

0.6%

5.9%

Sheep/beef USD

106.1

2.6%

-3.0%

Forestry USD

86.0

1.9%

-12.5%

Fruit USD

96.0

1.9%

-2.0%

NZD/USD
0.6427
1.9%
* For all indices 2017 average = 100
** Percentage change since same week last year
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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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