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50 not out 
Events in financial markets have been our focus this week, 

with a key event being the RBNZ meeting taking place on 13 

April. The Bank hiked the OCR by 50bps to 1.50%, seeking 

to head off the risk that higher inflation becomes 

embedded. While the near term inflation outlook has 

strengthened, it’s the risk that longer term inflation 

expectations veer off target that’s got the RBNZ bothered.   

Lest that happen (and become a self fulfilling prophecy), 

moving hard and early is now the ‘least regrets’ approach 

for the RBNZ. We think another 50bps hike looks likely in 

May, but beyond that, the RBNZ wasn’t very explicit in its 

guidance, though it did hint it was simply moving 

prevously-signalled hikes forward rather than taking the 

OCR to a higher endpoint (we’ve pencilled a 3.25% peak in 

early 2023, similar to the RBNZ’s forecasts from February). 

Still, higher interest rates will continue to impact 

households, farmers, and businesses this year. No-one 

can predict exactly where the OCR will peak and when (or 

indeed when the cycle will begin to unwind), but we have 

a good sense of the direction of travel over the next 

twelve months. Wholesale interest rates had already been 

lifting in anticipation of faster hiking by the RBNZ, and 

more increases for mortgage rates (particularly the 

floating rates and shorter terms) are expected.  

Those higher interest rates are likely to widen the gaps 

between the winners and losers in commodity markets 

as they add to the cost pressures businesses are facing. 

Increasingly, NZ’s major agriculture exports are on diverging paths, with the dairy and fruit sectors well placed to 

absorb cost increases, followed by the meat sector, as our graph above shows. By contrast, the forestry and 

(especially) seafood sectors are looking more vulnerable. Prices for the former are down 6% over the past twelve 

months in contrast to the broader trend in commodity markets and are particularly vulnerable to a Chinese 
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slowdown. The trend for the latter is even starker – seafood prices have fallen 7½% over the past year and 15% from 

pre-pandemic levels.    

ASB Commodities Index 

The ASB Commodities Index increased in NZD terms, decreased 

slightly in USD terms, and was flat in SDR terms last week. The 

overall NZD Commodities Index was up 0.5% which makes it 

circa 1% below the record high reached back in March – still a 

strong result. 

It was another week of minor changes for the index. Dairy prices 

gained 0.3% in USD terms over the week due to increases in 

casein prices with other dairy prices unchanged. The largest shift 

of the week was the sheep/beef index which fell 1.4% in USD 

terms. 

NZD/USD lost a modest 0.9% over the week ending 8th April. After a brief spike higher in the wake of the RBNZ rate 

hike, the NZD has eased and is trading near 0.6820 at the time of writing.  
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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 2017 average = 100 
** Percentage change since same week last year 

ASB New Zealand Commodity Price Indices 
As at Friday 8th April 2022 

 Index* Week % Year %**

Total NZD 134.4 0.5% 19.0%

Total SDR 131.8 0.0% 19.9%

Total USD 130.2 -0.4% 15.6%

Dairy USD 154.8 0.3% 21.0%

Sheep/beef USD 108.6 -1.4% 16.0%

Forestry USD 98.8 -0.9% -6.3%

Fruit USD 126.8 -0.9% 26.2%

NZD/USD 0.6843 -0.9% -2.8%
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