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Pigs might fly… then fall… then fly again 
Disease worries are back in vogue for global meat markets. 

Foot and mouth disease continues to spread through cattle in 

Indonesia, and it has kicked off fears the disease could make 

its way to Australia via Bali-visiting holiday-goers.  The new 

Aussie Minister of Agriculture, Murray Watt, has jetted off to 

Jakarta to offer assistance. It’s a prudent step – while the 

actual risk of the disease making its way into Australia or New 

Zealand is still very low, the catastrophic consequences if it 

does means the value of acting is enormous.  

Foot and mouth concerns are getting all the pick-up, but for 

the moment, it’s the Chinese pig herd we’re more focused 

on. In 2018 and 2019, the outbreak of African Swine Fever in 

China dented an enormous chunk of the Chinese pig herd, 

sending global protein prices through the roof. The Chinese 

sow herd rapidly recovered over the course of 2020 and early 

2021, but sow numbers have been dropping away since the 

latter half of last year.  

Unfavourable market dynamics have snuffed out the pig 

herd’s rapid recovery from African Swine Fever. According 

to Bloomberg, the breakeven ratio for Chinese pig farmers is 

about 5x the price of corn, the primary feed source. In the 

aftermath of the last ASF outbreak when pig inventories 

plunged, the ratio leapt to north of 18x. But the rapid 

recovery in pig numbers coincided with surging grain prices 

(exacerbated by the Ukraine conflict), with the upshot that 

producers have barely been breaking even over the past 

twelve months and have been less willing to lift production as 

a consequence.  

This looks like the makings of another classic price cycle.  With pork production coming under pressure after a year 

of softer returns, the stage is set for prices to make a strong recovery over the remainder of the year as buyers 

anticipate a tight supply outlook. Indeed, since the beginning of June, Dalian hog futures have risen quite sharply (see 

our chart below) even as other hard and soft commodities around the world have started to peak.  
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This is suggestive of a constructive outlook for NZ meat prices 

and thus export revenue, provided NZ’s biosecurity regime 

can keep external biosecurity threats at bay. Local beef and 

lamb prices have already been well supported this season by 

tight protein supply all around the world as producers have 

been hit hard by labour shortages, rising fuel prices and 

difficulty procuring feed and fertilizer. But the prospect of 

surging pork prices in China (where it’s about 40% of all meat 

consumption) will add further fuel to the fire as consumers 

seek to substitute other meats.  Last season saw both lamb 

and our weighted average meat price reach record seasonal 

peaks – in an environment where protein supply in major 

economies is now under even greater pressure, the stage is set 

to best those high points.  

 

ASB Commodities Index 
The ASB Commodities Index shifted lower in both NZ and 

USD this past week. Commodity prices eased a further 

1.0% in NZD terms. The NZD/USD saw a modest rise of 0.4% 

and stayed in the 0.6133-0.6204 range over the week. 

Underlying USD commodity prices fell 0.6% owing to another 

fall in dairy prices by 2.0%. Prices for almost all dairy 

components including AMF, Cheddar, WMP, SMP and butter 

experienced a fall at last week’s auction. On the other hand, 

meat prices bounced up by a significant 1.8%. 
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* For all indices 2019 average = 100 
** Percentage change since same week last year 

 Index* Week % Year %**

Total NZD 120.8 -1.0% 11.7%

Total SDR 118.9 0.1% 6.6%

Total USD 113.6 -0.6% -0.9%

Dairy USD 137.6 -2.0% 13.4%

Sheep/beef USD 104.2 1.8% -6.0%

Forestry USD 82.9 0.4% -28.1%

Fruit USD 88.0 0.4% -9.9%

NZD/USD 0.6198 0.4% -11.2%
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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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