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RBNZ scoping negative OCR setting
The ASB Commodity Price Index was flat in USD terms last
week, but a 0.9% NZD decline helped the index rise in NZD
terms. The ASB index posted a 0.9% lift in NZD terms last
week. USD denominated dairy prices registered a 0.2% lift.
The Sheep/Beef index dipped while the Forestry index gained
within the overall ASB commodity index last week.
The RBNZ held the OCR steady at 0.25% at last week’s
review. However, an increase in the size and tenure of the
central bank’s bond purchase program and other “dovish”
comments weighed on local interest rates and the NZD. In
the wake of the RBNZ meeting, ASB economists changed our
outlook for the OCR, and the RBNZ’s overall policy settings.
We expect the RBNZ to cut the OCR next year, and for the
first time ever, take the OCR into negative territory. We have
a -0.5% OCR setting pencilled into our forecasts for Q2 2021.
We also expect the RBNZ to set up a funding facility to
provide long-term funding directly to banks, at a rate near to
the OCR setting, with the goal of lowering borrowing costs to
households and businesses.

ASB New Zealand Commodity Price Indices
As at Friday 14th August 2020
Index*

Week %

Year %**

Total NZD

102.1

0.9%

-4.2%

Total SDR

93.5

0.1%

-4.9%

Total USD

95.0

0.0%

-2.3%

Dairy USD

95.5

0.2%

-2.1%

Sheep/beef USD

94.5

-0.5%

-9.4%

Forestry USD

87.8

0.7%

2.8%

Fruit USD

102.4

-0.9%

7.5%

0.6557

-0.9%

2.0%

NZD/USD

* For all indices 2017 average = 100
** Percentage change since same week last year

Product
Whole Milk Powder
Skim Milk Powder
Anhydrous Milk Fat
Butter
GDT Price Index

Dairy prices eased across the board at the latest Global Dairy
Trade auction overnight, sending the GDT Price Index down 1.7%.
Whole Milk Powder prices slipped another 2.2%, with an average
price of US$2,936/MT. Butter prices were down 2% with an
average price of US$3,370/MT, while cheddar prices were down
3.6%, with an average price of US$3,442/MT. If the softness we
have seen at the last two auctions continues over the coming
auctions, our $6.75 kg/ms milk price forecast for the 20/21 season
will need to be reviewed, albeit we still see milk prices tracking in
the top half of Fonterra’s $5.90 - $6.90/kg range. Oceania whole
milk powder prices appear to be finding a floor around $2,900/MT
at the last two events (see chart to the right), which is on the soft
side of our longer-term price expectations within our 20/21 season
forecast.

USD/MT

% change in
index since
last auction

Annual %
change in
index

Weighted
Average
Price US$/MT

-2.2%
1.1%
-2.9%
-2.0%
-1.7%

-4.4%
4.2%
-24.3%
-17.7%
3.6%

2,936
2,608
3,873
3,370
n.a.
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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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