
 

 

Nathan Penny – Senior Rural Economist   (649) 448 8778  nathan.penny@asb.co.nz  

Please refer to the important disclosures at the end of this document. 

Commodities Weekly 
For the week ending Friday 18th May 

 

 

EU free trade deal a step closer 

EU negotiating mandate approved; FTA deal likely within 2 to 3 years 
A free trade deal between NZ and the EU is a step closer.  

On Wednesday, the EU’s Foreign Affairs Council approved 

its negotiating mandate, paving the way for formal 

negotiations with NZ to begin later this year.  From there, 

an FTA deal is likely within two to three years. 

The potential gains for NZ from an EU FTA are significant.  

The EU (excluding the UK) is NZ’s fourth-largest trading 

partner, with annual two-way trade of circa NZ$16 billion.  

NZ largest exports by value to the EU include meat 

($1.1bn); fruit ($555m); and, tourism and education 

($1.3bn).   Notably though, the dairy and forestry EU export 

shares are low.  This fact points to opportunities for these 

two export sectors to diversify their export mix into the EU.   

The EU is also a key source of imports for NZ.  The EU is the second-largest source of goods imports after China. 

Importantly from a NZ perspective, the announcement provides a modest counter to the rise in global protectionist 

rhetoric in recent years.  In addition, the FTA should eventually give a small boost to NZ commodity prices.  

Week ending 18 May 
The ASB Commodity Price Index hit a seven-year high in NZD 

terms last week.  Indeed, since the start of 2017 the Index has 

lifted 8.5% and 5.9% in NZD and USD terms, respectively. 

In particular, forestry and fruit prices are near record highs in 

NZD terms.  Forestry prices are just 0.1% off their record highs, 

while fruit prices are just 0.9% back.   

Meanwhile, the NZD/USD remains weak as the USD strength 

continues to dominate currency markets.  This week, the NZD 

weakness has largely continued; as at the time of writing, the 

NZD was trading at US$0.6920. 
* For all indices 2014 average = 100 
** Percentage change since same week last year 

ASB New Zealand Commodity Price Indices 
As at Friday 18th May 2018 
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%

 Index* Week % Year %**

Total NZD 115.4 1.2% 7.0%

Total SDR 102.6 1.0% 3.8%

Total USD 95.8 0.4% 7.8%

Dairy USD 94.0 1.2% 3.6%

Sheep/beef USD 92.4 0.4% 8.2%

Forestry USD 101.8 -0.9% 6.8%

Fruit USD 104.0 -0.8% 14.8%

NZD/USD 0.6912 -0.8% 0.7%
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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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