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Growth dips but commodity supply remains tight 
There have been some chunky downward revisions in 

global growth forecasts this week. The IMF now expects 

global economic growth to slow from +6.1% in 2021 to 

+3.2% this year and +2.9% in 2022, down 0.4% and 0.7% 

from its last update. Headwinds are manifold, with the 

Fund citing ongoing inflation challenges, the rapid pace of 

monetary tightening, a softer outlook in China and 

ongoing spill over effects from the War in Ukraine as 

drivers. Hard data confirms the trend. US GDP data out 

earlier in the week showed the world’s largest economy 

contracted for a second consecutive quarter.   

Despite the worsening outlook, extremely tight supply 

conditions remain the prevailing theme for agri 

commodity markets. Commodity prices are typically very 

sensitive to global growth and economic activity – indeed the last major global slowdown resulting from the GFC 

drove our Commodities Index to some of its lowest-ever levels in USD terms. But the supply of many major 

commodities remains tighter than it was then. Both global dairy and global protein supply remain very tight after 

weak production. While prices for some commodities have eased over recent months off the back of the deteriorating 

growth outlook, prices for energy and grains remain high in an outright sense and access to key inputs remain a 

challenge. The S&P GSCI Global Commodities Index remains not far off recent highs and has started to tick up a 

whisker over the past few weeks as markets have reassessed the supply dynamic.  

The present slowdown will look very different from the last one. Whereas the GFC caused demand to plunge, heavy 

capacity pressures are the ultimate culprit behind the present slowdown, constraining output, pushing inflationary 

pressures to multi-year highs and forcing Central Banks to respond with aggressive rate hikes. The starting point looks 

very different.  

Helpfully policymakers don’t seem to be responding to the prospective downturn with the same protectionist turn 

many took post-GFC. EU officials have declared they need to work faster to agree more free trade deals to bolster 

supply chain resilience. Meanwhile, the South Korean government is the latest to remove some barriers to trade in a 

bid to curb food price inflation, eliminating some tariffs on beef imports. Efforts to liberalise international trade are 

always a positive for NZ exporters, but the main challenge at the moment is simply overcoming local capacity 

constraints to boost output in the first place. We’re confident resilient prices will offset production challenges for 

the big players, meat and dairy, but the impacts are likely to be much more uneven for smaller sectors. 
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ASB Commodities Index 
Commodity prices eased by a significant 1.5% in NZD terms 

last week, with currency movement the main driver. 

Underlying USD prices bounced up by a minor 0.3%, mostly 

driven by a rise in meat prices by 2.0%. Forestry prices also 

registered an increase of 4.2% last week but remain much lower 

on a yearly basis level. On the contrary, dairy fell again by 2.0% 

this past week with all dairy components underperforming. 

NZD/USD nudged up by 1.9% over the week.  
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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.   

 

 

ASB New Zealand Commodity Price Indices 
As at Friday 22th July 2022 

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

 Index* Week % Year %**

Total NZD 119.6 -1.5% 10.9%

Total SDR 118.9 -0.8% 7.2%

Total USD 114.0 0.3% -0.1%

Dairy USD 134.9 -2.0% 13.9%

Sheep/beef USD 106.6 2.0% -7.1%

Forestry USD 86.0 4.2% -24.9%

Fruit USD 91.3 1.9% -6.4%

NZD/USD 0.6280 1.9% -9.9%
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