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Ukraine coup de main: No dairy pain again;  
may strain grain supply chain 
Looming Russian agression towards Ukraine is the 

latest anxiety testing markets. Russia has been 

amassing troops on Ukraine’s eastern border since late 

last year, and some western countries have been 

supplying arms and readying economic sanctions in 

response.  

Conventional wisdom suggests some form of conflict – 

like a swift ‘lightning strike’ – is reasonably likely. At 

the start of the year, prediction markets pegged the 

odds of an invasion at circa 43%, and relations have only 

deteriorated since then. 

We don’t expect a repeat of 2014, where the Russia-

Ukraine conflict helped trigger a crash in dairy prices. 

Back then, dairy prices fell more than 40% over the course of the year following Russia’s decision to ban EU agriculture 

exporters amidst tensions with the west over eastern Ukraine. The EU was (and remains) the world’s largest dairy 

exporter, and Russia was its largest destination. The upshot saw global dairy markets flooded with extra, unsold 

product that contributed to a supply glut. 

Global dairy flows are in a very different position this time around. EU dairy exports to Russia have collapsed 

following the previous round of sanctions so another lake of milk won’t be flooding on to the market any time soon. 

What’s more the 2014 conflict took place at a time when global dairy production was ramping up following good 

weather and the lifting of European production caps, all whilst Chinese purchases were slowing. The perfect storm to 

drive prices lower, in other words. This time around, global dairy supply is looking tight, and the appetite among 

buyers is ferocious.  

Looking beyond global dairy markets, any sanctions on Russia itself aren’t likely to directly impact other big NZ 

exports sector much either. NZ’s exports to Russia have recovered since their crash in the aftermath of that previous 

round of tensions (and sanctions) back in 2014, but it remains insignificant as an NZ export partner. In fact, dairy is 

actually the only sector where NZ exports are north of circa $35 million, and even then, Russia comprises barely 1% of 

total NZ exports.  

The indirect impact of an invasion on global grain prices may be more meaningful. Ukraine and Russia are the 
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world’s second and third largest exporters of cereals, collectively supplying about 15% of world exports. On its own, 

Ukraine supplies about 13% of global maize exports with much production taking place in eastern areas which are 

most vulnerable to conflict.  

The impact on global feed prices will depend on the nature of 

any conflict and will be difficult to predict, but Kiwi farmers 

would be prudent to prepare for further volatility over the 

months ahead. 

 

ASB Commodities Index  
Another new high for the ASB Commodities Index last week, 

bursting through the 125 mark in NZD terms for the first time 

ever. Until last year, our NZD index had never even reached 115. 

A post-auction lift in underlying dairy prices and a drop in the 

Kiwi worked hand-in-hand last week, boosting the Index by 2%. 

It’s particularly remarkable to see the Index nudging new highs 

even as meat prices continue their seasonal descent. What’s 

more, the resilient outlook for the dairy sector should be enough to keep our Index in lofty territory over the coming 

months. 
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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 21st January 2022 

 Index* Week % Year %**

Total NZD 125.5 2.0% 21.5%

Total SDR 118.4 1.0% 17.2%

Total USD 119.6 0.6% 13.8%

Dairy USD 138.8 2.6% 29.3%

Sheep/beef USD 112.7 -1.5% 21.2%

Forestry USD 89.2 -1.4% -14.9%

Fruit USD 106.5 -1.4% -18.9%

NZD/USD 0.6727 -1.4% -6.3%
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