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COVID-19: one step forward, two steps back  

Fonterra reaffirms milk price forecast, but coronavirus ourtbreak goes “global” 
It’s been a case of one step forward, two steps back this 

week with regard to the coronavirus (COVID-19) 

outbreak. Indeed, just when it seemed that the outbreak 

was beginning to settle in China, the outbreak has spread 

rapidly to Europe, the Middle East and other parts of Asia.  

Similarly, for NZ commodities there has been good news 

and bad this week. The good news has largely come from 

the dairy sector, with Fonterra reaffirming its 2019/20 

milk price forecast range of $7.00-$7.60/kg as well as its 

earnings guidance. Encouragingly, Fonterra also stated: 

“There has been a slow-down in processing… at ports. 

[Importantly though], our product is continuing to be 

cleared by customs and quarantine officials.” 

This announcement fits with our view that the key dairy 

sector will be modestly impacted by the coronavirus.  

Recall that we revised our 2019/20 milk price forecast 

down by a relatively modest 10 cents to $7.40/kg a little 

over a week ago on the back of virus-related disruptions. 

However, while the dairy sector is proving resilient, the 

forestry and meat sectors are bearing more of the 

outbreak’s brunt. Notably, the ASB Commodity Price Index 

shows a 9.4% slide in forestry prices in USD terms this 

week (note this is the first forestry price update to the 

Index since the outbreak as forestry prices are updated 

monthly). In addition, meat prices slid a further 3.9% last 

week, taking the fall in the month to date to 9.5% (note some of that fall will be seasonal and drought-related too). 

Looking at the Index as a whole, the fall over February has been a relatively modest 3.7% in USD terms. This modest 

fall reflects dairy’s dominance on the Index and dairy’s relative resilience. We also note that the NZ dollar has fallen, 

supporting commodity prices in NZD terms. Nonetheless, the rapid spread of the virus beyond China poses new and 

different risks to NZ commodity prices and thus requires ongoing vigilance in coming weeks, if not, months. 

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

ASB New Zealand Commodity Price Indices 
As at Friday 21st February 2020 
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WHO declared Public Health Emergency of 
International Concern on 30 Jan

 Index* Week % Year %**

Total NZD 107.6 -0.9% 5.4%

Total SDR 98.7 -1.9% -0.2%

Total USD 96.9 -2.2% -2.3%

Dairy USD 105.8 0.9% 9.9%

Sheep/beef USD 86.6 -3.9% -10.1%

Forestry USD 81.8 -9.4% -21.9%

Fruit USD 109.3 -1.4% 4.1%

NZD/USD 0.6346 -1.4% -7.3%
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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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