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A little bit of give and take 
Global commodity prices have been slowly edging lower since 

they peaked in March. As of last week, the ASB Commodities 

Index has edged about 10% lower in USD terms. Recent falls in 

dairy prices are a big part of the story, though the seasonal shift 

lower in fruit prices is part of the tale too.  

With global growth decelerating, we think prices have probably 

peaked for this cycle, but a substantial correction doesn’t look 

likely. Our weighted forecast for NZ trading partner GDP growth 

has been revised steadily lower over the past few months, as per 

our graphs to the right. That includes a fair substantial downward 

revision in Chinese growth forecasts. The upshot is that the 

outlook for commodity demand isn’t as lofty as it was earlier in 

the year. 

Still, global production for many agri commodities is very soft. 

High grain, energy and fertiliser prices are putting serious pressure 

on farmers around the world via higher production costs. Here in 

New Zealand, the additional overlay of poor growing conditions is 

throwing more fuel on the fire.  

That tight supply outlook should keep prices well supported for the 

most part. Fonterra’s milk price guidance for the next season from 

earlier in the week is a good example of the broader dynamic in 

microcosm. In kicking off its guidance, the co-op noted that adverse 

events have hurt demand, but that dairy supply remains constrained 

in much of the world. The synthesis is that Fonterra is forecasting a 

$9.00 kgMS mid-point for next season (off a $8.25-9.75 per kgMS 

range) – about 3% below this season’s midpoint, but still very high in 

a historical context. We see meat and horticulture prices following a similar trajectory. 

On the other hand, rising interest rates will put pressure on many producers. This week saw the RBNZ hike the OCR 

by 0.50% to 2% and rolled out some very hawkish forward guidance. With inflationary pressures yet to subside (our 

forecast is for a peak of +7% this year) and the NZ labour market still very tight, the Bank is convinced that the risk of 

doing ‘too little, too late’ is more of a risk than pushing interest rates too high. The upshot is that we now see the OCR 

peaking at 3.5% in 2023, meaning there is more upward pressure on retail rates to come. 
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ASB Commodities Index 
Commodity prices eased a modest 0.7% in NZD terms last 

week. Much of the movement was currency driven, with 

NZD/USD lifting 2% over the course of the week off the back of 

positive soundings around the COVID situation in China.  

Underlying commodity prices were relatively little changed 

over the week. USD dairy prices were flattish off the back of 

last week’s relatively mixed auction, while sheep and beef 

prices appear to have hit their seasonal low-point and are 

gradually ticking up. 
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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 

* For all indices 2019 average = 100 
** Percentage change since same week last year 

ASB New Zealand Commodity Price Indices 
As at Friday 20th May 2022 

 Index* Week % Year %**

Total NZD 120.0 -0.7% 14.1%

Total SDR 119.6 0.3% 9.2%

Total USD 116.3 1.3% 1.6%

Dairy USD 138.9 -0.1% 10.4%

Sheep/beef USD 100.8 2.8% 2.0%

Forestry USD 94.5 2.1% -18.9%

Fruit USD 86.4 2.0% -13.0%

NZD/USD 0.6386 2.0% -11.0%
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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.   

 

 


