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Supercycle me 
Is it a bird? Is it a plane? No it’s the supercycle! – or is it?  

Prices for most commodities have risen markedly 

over recent weeks. Oil prices have hit their highest 

levels since before the pandemic began. Aluminium, 

tin and copper prices are testing two-year, seven-

year and ten-year highs, respectively. Many 

agricultural commodities have also made gains: our 

USD forestry price index is the highest its been since 

2018 and our dairy index is the highest since 2014.   

Talk of a new commodity price ‘supercycle’ is 

getting a lot of speculation. Supercycles are 

sustained periods of time – years or even decades 

long – when commodity prices lift and fall greater 

than trend. Typically, a supercycle involves a period 

of rising demand, following through into higher prices, before a supply response follows and prices ease off.  

There have been several such periods over modern history: in the late 19th century during the second industrial 

revolution, in the aftermath of the Second World War, and during the 2000s amid rapid growth in China. Analysts at 

Goldman Sachs (among others) argued earlier in the year that we could be in for another period of price growth.  

A host of factors are being cited as reasons for a new cycle. Markets are increasingly anticipating an upsurge in 

consumption and activity once COVID vaccine uptake is widespread, behavioural restrictions are lifted and pent-up 

demand gets going. Further fiscal stimulus out of the US, and widespread public investment in climate change 

mitigation are other potential drivers in demand for certain metals. That could flow through to higher consumption, 

just as public investment in reconstruction helped trigger the post-second world war commodity boom.  

There are reasons for caution. There’s still a lot of uncertainty around the speed and timing of the global recovery, 

and the scale of public investment would have to be huge (and sustained) to have the impact of the post-war 

reconstruction or China’s rapid industrialisation. Our CBA colleagues expect that, for mining and energy commodities, 

a lot hinges on demand in China, where infrastructure-led stimulus is set to fade over the second half of 2021. 

In the near term, we expect prices for NZ’s agricultural exports to remain elevated. While it may be too early to call 

a supercycle, the gradual easing in restrictions overseas does carry some upside for commodities particularly impacted 

by the pandemic.  We expect that meat and fish are well placed to benefit from the reopening of restaurants, but 

dairy, forestry and fruit haven proven resilient through the pandemic, and may have less room to lift. 
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ASB Commodities Index  
In line with the trend towards higher commodity prices of late, 

most components of our index posted gains in USD terms last 

week. Dairy prices continued their ascent (up 0.3% in USD 

terms), in line with the direction of travel we saw at last week’s 

solid dairy auction. USD beef and lamb prices managed a lift of 

their own, up 1.2%. The real star was our forestry index, which 

rose 2.3%.  

The NZD/USD lifted towards the end of the week (+1.2%), 

taking the NZD index to a small fall (-0.1%). It’s becoming a 

familiar theme in our indices: commodity prices are firming up 

nicely, but that’s also helping drive the NZD higher, somewhat 

softening the impact for farmgate returns.   

On that note, the NZD hit the 0.73 mark at the end of last week for only the second time this year and has 

continued to grind higher. The currency has touched highs not seen since early 2018 off the back of a change in NZ’s 

credit rating by the S&P 500.  

 

ASB Economics & Research  Phone 
Chief Economist Nick Tuffley   nick.tuffley@asb.co.nz  (649) 301 5659 
Senior Economist Jane Turner jane.turner@asb.co.nz  (649) 301 5853 

Senior Economist Mark Smith mark.smith4@asb.co.nz (649) 301 5657 
Senior Economist, Wealth Chris Tennent-Brown chris.tennent-brown@asb.co.nz  (649) 301 5915 

Senior Economist Mike Jones  mike.jones@asb.co.nz  (649) 301 5661 

Economist Nat Keall nathaniel.keall@asb.co.nz (649) 301 5720 
Data & Publication Manager Judith Pinto judith.pinto@asb.co.nz  (649) 301 5660 

www.asb.co.nz/economics    
@ASBMarkets 

 

 

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 19th February 2021 

 Index* Week % Year %**

Total NZD 105.5 -0.1% -2.0%

Total SDR 105.0 0.9% 6.5%

Total USD 109.2 1.1% 12.8%

Dairy USD 112.6 0.3% 6.4%

Sheep/beef USD 95.6 1.2% 10.4%

Forestry USD 107.8 2.3% 31.8%

Fruit USD 132.5 1.2% 21.2%

NZD/USD 0.7300 1.2% 15.0%
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