
 

 

Author: Nathaniel Keall – ASB Economist  

Please refer to the important disclosures at the end of this document. 

Commodities Weekly 
For the week ending Friday 26th March 

 

 

Shooting up 
NZD forestry prices are edging up towards record highs 

NZD forestry prices have lifted strongly over 

recent months. Our forestry indices lifted 5%  in 

NZD terms over Q4 2020 and then a further 6% 

over Q1 this year. Prices aren’t too far off the highs 

they hit back in 2018-19. Export values ended 2020  

down 5.3% , but that was a decent showing given 

volumes fell sharply in Q2 amid the first COVID 

lockdown.  

Recent gains capped a wild ride for the sector 

over recent years. Strong prices gave way to sharp 

price falls in 2019 as softer growth in China and the 

resyt of the world started to weigh. COVID’s 

emergence initially saw forestry prices decline 

further as disruption in China impacted demand, 

before lockdown-induced supply squeezes saw 

prices spike. Strong domestic construction activity and rising Chinese demand have fuelled price gains for logs over 

recent months. Global supply is also tight for many forestry products, as the recent domestic tumber shortage has 

highlighted. 

We see further upside for log prices this year. China is the destination for more than 56% of forestry exports, so it will 

remain in the driver’s seat over the rest of 2021. We expect strenghtening activity in China will further support log 

prices - our CBA colleagues maintain an above-consensus Chinese growth forecast of 9.2% for the year. Strong real 

estate investment and strengthening property prices are expoected to underpin housing construction. 

What’s more, NZ is well placed to grab log market share in China over the medium term. Sources close to our friends 

at AgriHQ believe Australian exports could be barred from China for three-to-five years, and an impending export ban 

on Russia also looms. Collectively, the two countries supply about 26% of Chinese log imports. 

Higher freight costs, and a rising NZD are likely to cap some, but not all of the upside. Our currency forecast sees the 

NZD/CNY – the most important cross for the sector – at or north of the 4.70 mark over the second half of the year.  

At any rate, the strength of the forestry sector look to be benefitting regional New Zealand. In the latest ASB 

Regional Scoreboard, the two top spots in the rankings were held by the forestry powerhouses of Northland and 

Gisborne. It’s a reminder of how the rural sector has helped support the broader recovery. 
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Forestry prices enjoy a strong run

Slowing growth in China 
hits, followed by COVID-

disruption

Lockdown measures see a 
temporary supply squeeze

Up, up and away?

https://www.asb.co.nz/content/dam/asb/documents/reports/asb-regional-economic-scoreboard/scoreboard-q4-2020.pdf
https://www.asb.co.nz/content/dam/asb/documents/reports/asb-regional-economic-scoreboard/scoreboard-q4-2020.pdf
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ASB Commodities Index  
A weaker NZD saw the ASB Commodities Index manage a decent 

lift in local currency terms last week (+1.4%), edging back 

towards record highs. Underlying USD prices were mixed, with 

dairy prices tracking sideways in the absence of a GDT auction and 

the sheep/beef index slipping 2.2%. All up, the USD commodity 

price index fell 1%.  

Still, the impact was more than negated by a substantial fall in the 

NZD over the week, easing 2.4% in light of the NZ Government’s 

housing policy announcement. Markets took the view that the 

moves would allow the RBNZ to keep interest rates lower for 

longer, and the upshot saw the NZD given up some of its recent 

gains. 
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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 26th March 2021 

 Index* Week % Year %**

Total NZD 113.7 1.4% 7.3%

Total SDR 110.3 -0.3% 19.9%

Total USD 112.8 -1.0% 24.7%

Dairy USD 126.2 0.1% 30.4%

Sheep/beef USD 91.2 -2.2% 12.0%

Forestry USD 104.8 -2.4% 32.9%

Fruit USD 128.2 -2.4% 22.2%

NZD/USD 0.6995 -2.4% 16.2%
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