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Introduction 
In our inaugural Trade Disruptions report in December 
2021, COVID-19 was the driving force behind global trade 
challenges. Six months on, the global outlook is weaker. 
Catalysts still include COVID-19 impacts, but have widened to 
supply-chain disruptions, the Ukraine conflict, rising inflation 
and the removal of policy support. Export volume growth 
has been constrained. While export returns have been very 
strong in a number of sectors, it has been less so in others, 
and New Zealand import demand is expected to weaken 
over 2022. 

Our economics and international trade teams have 
created this report to help business and industry better 
understand these challenges and the drivers behind 
them. We also give a forecasted view of the potential 
resolution of these challenges. In doing so, we hope it 
helps business and industry to plan ahead. 

The New Zealand goods export sector rebounded from 
the pandemic incredibly well and was one of the engines 
of economic recovery. In 2021 shipping costs, goods 
delays and major supply chain headaches were the key 
discussion topics for all exporters and importers alike. 
The global outlook for trade was positive, even with all 
the constraints - most of our key export industries were 
on a roll.

Fast forward 6 months and we have seen a war break 
out in Europe, rising inflation, central bank rate hikes, 
severe China lockdowns, labour shortages and adverse 
global weather events. The global trade outlook has lost 
its shine and is very dim indeed – for a while at least. We 
should expect prospects to weaken before they improve 
and even our key trading partners have lowered growth 
expectations.

The term ‘perfect storm’ is often used, and stormy 
weather has had its effect on our major exports such as 
dairy and meat. They are still the ‘winners’ if we are to 
pick winners but purely on a value basis. Volumes are 
significantly down due to weather and labour constraints, 
so we haven’t produced as much as we should and can. 
Fortunately, across the board prices are elevated as 
our competitors have faced similar issues, plus we are 
benefiting from a weaker dollar. In terms of revenue 
growth, we do expect dairy and meat will remain the 
strongest performers in line with the view expressed in 
our initial Trade Disruptions report in December.

Other sectors are not so fortunate with forestry, 
seafood, and wine underperforming. Horticulture has 
pockets of good and bad but overall kiwifruit is powering 
up the sector. Demand for logs is likely to be hard hit 
given China takes over 80% of our exports and they are 
facing a major downturn in construction as the property 
market cools. Services will still take time to recover, and 
our previously high performer tourism has a long way to 
go to get to pre pandemic levels. Globally, discretionary 
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spending is under pressure and there is still a hangover to 
get on long-haul flights, so we will have to be patient.

The import story is a regular household discussion, as we 
constantly see news reports of the scarcity of goods driving 
up prices at pump and provedore. New Zealand is a small 
open economy and is easily hit by global frictions out of 
our control. Consumer prices have soared with annual CPI 
inflation jumping to 7.3% in the June 2022 year, the highest 
in more than 30 years. High inflation rates are looking 
increasingly entrenched and we don’t expect annual NZ 
inflation to fall below 3% until late in 2024 (or perhaps 
longer). Firms are holding more stock to guarantee supply 
and factoring in greater margins for delays and other 
disruptions, which means more costs to be passed on to the 
consumer tearing apart household budgets.

I am hoping this will be the gloomiest words from our 
trade desk I’ll ever write. However, we must be grateful we 
produce things that people want and given our distance 
from markets and small population, we do very well.  
We even managed to ratify an upgrade to the China 
free trade agreement, sign a deal with the UK and even 
the EU in the six months since the last report. I also see 
some fantastic areas of collaboration across government 
and industry, we are addressing the big challenges and 
developing some smart home-grown technology to make 
the nation an even ‘fitter’ place for trade. 

Paul Gestro  
ASB International 
Trade Consultant

If you have any queries about this report, get in touch 
with Paul Gestro - paul.gestro@asb.co.nz 

A word from our trade desk
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Key take outs
The global outlook has weakened. The challenges highlighted by COVID-19 have been exacerbated further with catalysts like 
supply-chain uncertainty, the Ukraine conflict, inflation pressure and the removal of policy support (central bank rate hikes). 

Falling New Zealand dollar
Prospects for New Zealand export volumes are weaker, but New Zealand’s elevated terms of 
trade and lower NZD have provided some offset. While the lower NZD has benefitted some 
exporters, NZD-denominated costs and import costs prices have jumped.

Shipping rates remain stratospheric
Modest improvement with some easing in shipping rates but they remain stratospheric.  
The Ukraine conflict is posing additional headaches for supply chains and global trade, 
countering the improvement earlier underway. Reliability is poor, delays are high,  
shipping companies have most of the power.

Geopolitical implications
Geopolitical implications are impacting markets and supply chains globally. On the one hand, 
Russia’s invasion of Ukraine has roiled global supply chains. On the other, the New Zealand 
Government has been working to expand Free Trade Agreements with like-minded allies in the 
UK and Europe.

Logistical issues and elevated costs
Logistical issues and elevated costs will continue for some time even though demand drops. 
There is some easing but can be uneven across sectors. Prices/costs have rocketed and this is 
posing significant challenges for the trade sector as well as the economy in general. Rocketing 
costs are causing pain for consumers and businesses alike and represent a significant 
headwind for the NZ economy.

Broader headwinds and an array of challenges
It’s not just a shipping story anymore – broader headwinds and an array of challenges (labour, 
weather and costs) are mutually re-enforcing each other to constrain activity in a vicious cycle. 

Exports constrained
Export volume growth has been constrained. High prices mean export returns have still been 
very strong in some sectors, but that’s not the case in others. Smaller exporters are likely to be 
the most vulnerable to those headwinds. Services exports will see a milder recovery than hoped 
and it will take some time before we get back to pre-pandemic levels.

Variable export sector performance
Prices for our major New Zealand export products like Dairy and Meat have remained  
well supported but volumes are down due to labour constraints, unfavourable weather and high 
input costs. Kiwifruit remains strong. With volumes weak and prices not providing much of an 
offset, forestry, seafood, wine and some horticulture continue to underperform heading into 2023.

Import demand is expected to weaken 
New Zealand import demand is expected to weaken over 2022, primarily reflecting a weaker 
household demand for imports. 

Investment plans paused
Business sector appears reluctant to step up investment plans despite widespread capacity 
constraints and labour shortages.
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Global outlook
Global growth momentum is slowing, with trade growth softening after displaying a strong recovery post the initial  
COVID-19 hit.  

• Latest forecasts by the IMF are for global growth to hit 
just over 3% over 2022 and 2023 after posting close to 
6% growth last year. The World Bank and OECD have 
also culled their 2022 forecasts, which are also in a 
similar ballpark. High rates of inflation have proved to 
be more persistent than expected rather than transitory, 
prompting more vigorous central bank tightening and 
ructions in global equity markets, with stagflation fears 
rising in many OECD economies. 

• Forecasts for world trade growth have also been scaled 
back by the World Trade Organization (WTO). The 
economic outlook is still uncertain, but it seems more 
likely than not global prospects will weaken before they 
improve. 

• Economic prospects are being downgraded across most of 
our trading partners, particularly in China which accounts 
for about 12% of global trade and is New Zealand’s largest 
merchandise trading partner as well as Australia’s. 

• The ‘Zero-COVID’ policy implemented in China has 
disrupted domestic economic activity and has impacted 
manufacturing activity and logistics around the Shanghai 
global hub, the world’s largest cargo port. Unpredictable 
domestic supply chains within China resulted in idled 
factories and warehouses and low production output. 
Sailings were being redirected to other ports, that simply 
added to congestion. 
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• While Shanghai has emerged from lockdown and 
conditions are slowly normalising, China’s halt on 
production activities will have effects on global output. 
Exports and imports for China are expected to grow 
slowly for the rest of the year. 
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Shipping and logistics
Trade frictions have yet to settle 
• High shipping costs, longer transit times, delayed shipping 

and high rates are likely to be the new normal for the 
shipping industry in the coming years, with few signs on 
the horizon of a shift back to pre-COVID norms.

• Global freight rates look to have already peaked but are 
still elevated with an uncertain outlook. Comparing various 
measures show a generalised deceleration in shipping 
costs since late last year, albeit to varying degrees. 
Container shipping rates from China to Australia/ 
New Zealand have not fallen to the same extent of 
other rates but didn’t increase to the same extent either. 
Supplier payment terms are starting to ease with more 
credit being approved compared to a few months ago.

• Recent declines in shipping costs look to be abating 
with rates starting to plateau at historically high levels, 
with a two to sixfold increase compared to prior to the 
pandemic. It contrasted with a period of relative stability 
in costs in the preceding decade. 

• Ports are also congested and are expected to remain 
so for the remainder of the year, underpinning higher 
spot freight rates. Tight labour markets, skill and labour 
shortages and lingering COVID-19 impacts are providing 
headaches for moving freight.

• The fall in shipping rates looks to be partly a consequence 
of slowing growth rather than an increase in shipping 
capacity. Shipping rates into the US have reportedly 
cooled on concerns of an inventory overhang if US import 
demand was to concertedly weaken.

• What’s more, industry observers expect freight rates to 
remain well above pre-pandemic levels through at least 
2023 (and possibly longer).

Source: ASB, Bloomberg
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• Global schedule reliability has actually worsened 
compared to 2021 and is poor compared to pre-COVID 
norms, with close to 12% of shipping subject to delays. 
The average delays for late vessel arrivals are still high.  

• The longer that shipping costs stay up, the more likely 
they are to flow through into wider costs. Higher shipping 
costs are likely filtering through into global supply chains 
with an estimated 60-65% of freight charged at (higher) 
spot rates versus contract rates. 

• The increases in costs are likely to filter through the chain 
and culminate into higher consumer prices and the resultant 
increases in interest rates as central banks take action. 
Recent falls in the NZD and higher oil prices (up around 50% 
since the start of the year in NZD terms) would be factors 
keeping New Zealand shipping costs elevated.

High shipping costs, longer transit 
times, delayed shipping and high rates 
are likely to be the new normal.”
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Additional friction for global trade

The Ukraine conflict is posing additional headaches for 
supply chains and global trade, countering the improvement 
earlier underway. Some trade disruptions are lingering, with 
reliability still poor and longer than usual delays for shipping. 
In addition, the dislocation of global fuel markets after 
the Russian invasion of Ukraine and the European resolve 
to reduce use of Russian oil and gas has boosted diesel 
and shipping costs. It seems that there is no part of global 
supply and value chains that are unaffected. Uncertainty is a 
common word from production right through to payment.

Niggles being reported by our industry  
contacts include:
• New Zealand importers and exporters are still dealing 

with the ad-hoc arrivals of containers with no containers 
arriving, then suddenly they all come at once. This is 
putting strain on cash flows for many businesses.

• Staggered supplies are still common with full orders 
taking over a year to complete. However, there has been 
some easing in recent months as supply changes have 
adapted.

• Supplier payment terms are starting to ease with credit 
terms being approved compared to a few months ago. 
Trade credit Insurance is still very costly and not available 
on many countries and some buyers overseas. This has 
been exacerbated through Russian sanctions.

There are marked differences for New Zealand firms. 
The impacts of trade disruptions in New Zealand remain 
uneven and dependent on geographical exposures, types of 
product as well as how well-connected exporters are (trade 
relationships, etc). Feedback from the export community 
indicates that smaller export businesses are finding the 
international environment (particularly disruption to supply 
chains) much more challenging to overcome than New 
Zealand’s major commodity exporters.

Elevated freight rates despite rising costs have likely 
resulted in increased profitability for shipping companies. 
Constraints on capacity mean that shipbuilders are running 
out of construction slots and are having to raise prices to 
meet rising steel costs. When supply chain frictions ease, 
shipping and freight infrastructure could be used more 
effectively, resulting in lower container use and less clogged 
up ports.

The impacts of trade disruptions 
in New Zealand remain uneven and 
dependent on geographical exposures, 
product as well as how well-connected 
exporters are.

Potential supply chain impacts
• Could these disruptions cause a rethink of global  

supply chain models triggering a move towards  
de-risking from China and building a greater presence  
in other locations? Some companies are looking closely  
at China and seeking alternative markets for their 
products to sell. Tech giants, for example are reportedly 
considering boosting production in other Southeast Asia 
nations to reduce their heavy dependency on China, 
with some foreign investment outflows. However, foreign 
direct investment into China has reportedly continued 
to increase, with Chinese authorities aiming to attract 
foreign investment and provide a better business 
environment for foreign companies. In short, there hasn’t 
been a tsunami of companies moving supply chains out of 
China, but the shift to lower cost manufacturing locations 
nearby has continued, with Vietnam a key beneficiary. 

• The recent frictions have seen companies take a more 
active role in mitigating risk including a greater focus on 
supply chain risk management while also considering 
climate sustainability goals. These changes would 
demand a change in the operational practices of firms.

• New Zealand could potentially join the RSCI (Resilient 
Supply Chain Initiative) scheme followed by Australia, 
Japan and India recently which focuses on restructuring 
the geographical nature of the cross-sectoral production 
networks. To minimise risk caused by supply chain shocks, 
diversifying sourcing across multiple supply chains could 
be beneficial. However, this should be cognisant of the 
geopolitical implications that such initiatives incur.

The structure of the world’s supply 
chains is changing.”

The Economist, June 2022.
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Merchandise exports
In line with the weaker outlook for global growth, our 
weighted New Zealand trading partner growth forecasts 
have been steadily revised down over the past nine months. 
We now see GDP growth for New Zealand’s major trading 
partners slowing to +3.5% and +3.4% in 2022 and 2023 
respectively. That kind of figure isn’t too far from the 
historical norm, but does represent a sizable step down 
from last year’s +6.2% post-COVID bounce back, and we 
think the risks are weighted to the downside. The upshot is 
that demand for New Zealand goods is likely to be softer 
than it was over the next 18 months. But softer demand 
isn’t the biggest challenge facing exporters - it’s constrained 
output.

New Zealand Export Sector Impacts

Widespread labour shortages have been an issue plaguing 
both agriculture and manufacturing for more than twelve 
months now, with the Omicron outbreak exacerbating 
the problem as widespread worker absenteeism set in. 

Over late 2021 and the first half 
of 2022, it’s become increasingly 
apparent that broader headwinds 
beyond shipping-related disruption 
that are the primary constraint on 
export growth, and the array of 
challenges are mutually re-enforcing 
each other in a vicious cycle.

Reportedly some export-orientated industries – like beef and 
lamb processors – are still in the process of working through 
production backlogs amassed during last year’s lockdown 
and this year’s Omicron outbreak. The tight labour market 
means wage inflation is set to accelerate further, hitting 
businesses with a larger bill – we’re expecting labour cost 
inflation to peak north of 4.5% later this year. Rising input 
costs more broadly remain a perennial challenge too, with 
the New Zealand PPI up to a fourteen year high of 3.6% 
annually as at the end of March – the conflict in Ukraine 
hasn’t helped by putting substantial upward pressure on 
prices for energy, grain and metals. Closer to home, the 
RBNZ has responded to the uptick in inflationary pressures 
by hiking the OCR increasingly rapidly, with markets now 
expecting a peak just shy of 4% in early 2023. 

For the agri sector - the most important driver of export 
growth - poor weather over much of the country over the 
past nine months has hit the agri sector hard, with dairy 
output in particular running well behind last season, despite 
much higher prices. Rising input costs and difficulty securing 
key farm inputs are adding an additional complication to that 
challenge, making it difficult to offset weaker pasture growth 
with supplementary feed or by adjusting fertiliser use.

For both the primary sector and manufacturing exporters, 
capital investment designed to automate systems, 
streamline processes and boost productivity would 
be welcome. But with interest rates rising sharply and 
credit conditions tightening, we’re not in an environment 
conducive to capex, especially with the outlook for demand 
looking soggy. In the latest ANZBO survey, business 
investment intentions notched up a sharp fall.
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Seafood exports volumes are still well behind  
pre-COVID levels, with hoki down around 15% 
and mussels around 30% lower.
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The two big dairy export earners are running 
well behind prior years, with whole milk powder 
exports down around 10-25% on a year-to-
date basis and skim milk powder exports 
down around 10%. There’s been a bit of churn 
among other product categories, with a greater 
proportion of dairy production channelled into 
cheese but the upshot of much lower powder 
volumes is that there has been considerably less 
dairy produce heading overseas this year. 

Beef exports are about 3-7% lower year-to-date, 
with higher chilled and on-the-bone volumes 
only partially offsetting a 6-8% year-to-date fall 
in frozen cuts that make up the bulk of exports. 
Lamb exports are uniformly much lower 
regardless of the type of export - about 12-15%  
in aggregate, though mutton exports are as 
much as 50% lower on a year-to-date basis. 

Major export commodities 
The upshot is that export volumes are steeply lower for most of New Zealand’s major export commodities relative to where 
we’d usually expect at this point in the year. 

Wine exports continue to take a real 
hammering, falling circa 20% year-to-date 
from their typical pre-disruption volumes.

Raw log exports are running ahead of where 
they were in 2020 when the log market was 
weak and early COVID restrictions shut down a 
chunk of operators but have fallen about 15%  
from the record shipment at this point last year.

It’s a mixed bag for horticulture. Apple exports 
have tumbled 20% year-to-date on pre-disruption 
levels, but kiwifruit export volumes continue to 
enjoy reasonable growth. Given the investment 
in the sector and the number of orchard 
conversions it’s not too surprising to see 
kiwifruit buck the trend - we still expect a chunk 
of potential growth has suffered from supply 
constraints in the sector, particularly labour 
shortages.
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Weak volumes across the board
In our initial Trade Disruptions publication, we highlighted 
our expectation that the impact on export volumes would 
vary heavily across sectors, with dairy, meat and kiwifruit 
likely to be some of the more insulated given larger 
exporters with more established logistics relationships (think 
Fonterra and Silver Fern Farm’s relationships with Kotahi). 
But the labour, cost and weather headwinds have meant 
that meeting usual seasonal production volumes has been a 
challenge for virtually every sector.

In short, broader capacity constraints have been a great 
equaliser leaving many exporters in the same boat 
regardless of size. 

All-up, we expect annual New Zealand export volumes to 
end 2022 sharply below last year and probably not return to 
their 2021 peak until 2024. 

Fortunately, higher prices continue to more than 
offset weaker volumes in aggregate. 
While it has eased a shade off the record high it reached 
in early March, the ASB Commodities Index (our index of 
commodity prices weighted by their share of New Zealand 
exports) remains around 12% above its 10-year average in 
underlying USD terms. Many of New Zealand’s competitors 
continue to struggle with the same output constraints that 
local exporters are dealing with, with the upshot being global 
supply for many commodities is still heavily constrained. The 
upshot is that prices for larger New Zealand export products 
like dairy and meat have remained well supported.

With volumes uniformly soft, differences in export prices are 
the big divider between winners and losers in export market. 
Prices (and therefore revenues) for key export sectors will 
continue to diverge based on a range of factors, with the 
prevailing global supply balance, elasticity of demand and 
the primary import markets involved, being the key drivers. 

Meat and Dairy – the stronger performers
We expect dairy and meat will remain the strongest 
performers in terms of revenue growth, in line with the view 
expressed in our initial trade disruptions report. 

New Zealand dairy exports are heavily concentrated in 
China (and to a lesser extent in Southeast Asia), where 
growth is likely to hold up better than in New Zealand’s other 
major export partners, despite recent downward revisions. 
Meat exports have a more diversified mix of destinations, 
primarily China-bound with some presence in Europe and 
North America. 

Demand is likely to remain relatively inelastic for key food 
staples, particularly proteins. In China achieving stability of 
food supply will be a high priority for policymakers ahead of 
this year’s National Congress, where Xi Jinping will seek a 
third term as Paramount Leader. 

Notably both goods are likely to remain heavily supply 
constrained in a global sense, given the number of inputs 
necessary in intensive farming, both in terms of labour 
and raw materials. Feed, fuels and fertiliser supplies were 
expensive and in short supply prior to the invasion of Ukraine 
and have been some of the hardest hit from the conflict.

There is a potential sweet spot for NZ Inc here: given our 
pasture-first, less import-intensive model of agriculture, 
we are hopeful output will be less constrained domestically 
than elsewhere as we enter spring. But it’s all contingent 
on the weather conditions being favourable and the big 
player’s logistics relationships proving as resilient as they 
did last year (again, think Fonterra and Silver Fern Farm’s 
relationships with Kotahi).

There is a potential sweet spot for 
NZ Inc here: given our pasture-
first, less import-intensive model of 
agriculture, we are hopeful output will 
be less constrained domestically than 
elsewhere as we enter spring.”
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Services exports
New Zealand services exports, most notably tourism and 
international education, were significantly hard hit from 
COVID-19, with activity having roughly halved over 2021, 
whereas other services exports held up reasonably well.

The opening of the New Zealand border could provide a 
boost for services exports - particularly for travel services 
- and eventually help to close the large services deficit 
($6.4bn in the March 2022 year) that will help narrow 
New Zealand’s large current account deficit. However, 
it’s unclear how much global appetite, and how quickly 
international tourism to New Zealand, will recover. High 
inflation has significantly dented household purchasing 
power, with discretionary spending such as tourism likely to 
be under pressure. Globally household balance sheets have 
also suffered from lower asset values as interest rates are 
normalised to tackle high inflation. New Zealand’s distance 
from key markets in a time of widespread COVID-19 has 
reduced the appeal of long-distance flying. All up, we could 
likely see a milder recovery in tourist numbers but it could 
take some time before activity returns to pre COVD-19 levels.
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The other runners and riders
We expect forestry, seafood, wine and some horticulture to 
continue underperforming as we head into 2023, albeit for 
different reasons.

While global forestry supply remains heavily constrained in 
a global sense given the absence of Russian logs from the 
export market, demand for logs is likely to be hard hit by 
the looming slowdown. The New Zealand forestry sector 
in particular is heavily concentrated in China (circa 87% of 
New Zealand log exports head into Chinese ports), where 
construction is slowing rapidly as the property market cools. 
The upshot is that log prices are likely to weaken further 
from here, and we expect forestry export revenues to 
underperform further as the year wears on, relative to the 
pre-COVID norm.

Weak demand for wine and seafood means prices are also 
likely to underperform relative to other commodities. Both 
goods tend to be higher-end rather than staples, making 
consumption patterns more vulnerable to slowing demand. 
Wine exports in particular are more concentrated in the 
US, UK and EU, where growth forecasts are looking the 
most anaemic. Seafood exports have a larger presence 
in China, but with the periodic reintroduction of stringent 
COVID restrictions likely as the country maintains its ‘zero 
COVID’ policy, foodservice consumption will take a hit. The 
upshot is that prices aren’t likely to rise in line with dairy 
and meat, even as supply remains tight. Meanwhile, given 
the exporters in both industries are smaller and with less 
established networks, volumes are likely to remain hard hit.

All-up, we expect goods export volumes 
to remain soft for most major New 
Zealand exports but higher prices for 
the big players, meat and dairy, to 
keep revenue at record highs. We see 
merchandise export receipts lifting 
around 16% over 2022.

We see horticulture as being somewhere in the middle of the 
pack. As we predicted back in December, Kiwifruit exports 
are proving resilient, and we expect this trend to continue 
with the sector likely to be one of the few where volumes hit 
a new record high over the year. Prices are underperforming 
a little though after their 2020 high. Notably, the supply of 
gold kiwifruit is probably lifting globally, thanks to a rapid 
expansion in the number of illegal plans by China.
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What’s the outlook?
What about the wider economy? The economy had 
surprised with its resilience in 2020 and 2021. Massive policy 
support, flexible and resilient firms and consumers and 
surging asset prices have all played a part. New Zealand is 
a small open economy and is highly susceptible to global 
frictions and ructions. Slowing global growth will ultimately 
filter through into weaker domestic economic activity, 
but for now supply chain frictions are already making life 
difficult for impacted businesses and households. 

There are some pleasing signs domestically with survey 
evidence pointing to some easing in supply chain 
disruptions, with less than 7% of firms surveyed by the 
June 2022 Quarterly Survey of Business Opinion citing this 
has been the major impediment to business expansion.  

Wider New Zealand Economic Impacts

However, the impacts remain uneven across sectors with 
retailing and construction firms being the hardest hit, with 
more than one-fifth of firms in these sectors citing the lack 
of supplies as being the major constraint. Stock shortages, 
delays and reduced reliability on deliveries on top of soaring 
prices and costs are nonetheless creating headaches 
for many firms and consumers adding to business costs, 
sapping household budgets and crimping economic activity.

The New Zealand economy, like most OECD counterparts 
is being hit by an avalanche of soaring costs and inflation, 
placing businesses and households under pressure. Usually, 
New Zealand’s elevated terms of trade and strong export 
commodity prices would push the NZD higher, providing 
some insulation to firms and consumers from higher 
overseas costs. Now they are not, with aggressive FOMC 
monetary tightening, reduced risk appetite and slowing Source: NZIER
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Rising interest rates, a slowing 
domestic and global economy, the 
lower NZD, and still-pronounced 
uncertainty are likely to stymie 
investment demand and growth in 
capital growth imports. 

Source: Macrobond, ASB
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global growth boosting the USD and weighing on the NZD 
and other commodity currencies. Our Commonwealth Bank 
of Australia colleagues have flagged the risk of the NZD 
falling below 60 US cents by the end of the year.

In tandem, supply constraints are boosting oil and other 
commodity prices, with oil prices up 50% since the start 
of the year in NZD terms. The Russia-Ukraine conflict 
provided a fresh leg up to food, fertiliser and energy 
prices. The upshot is that domestic firms and consumers 
have experienced a generalised increase in costs, whereas 
the benefits of the close to record terms of trade are more 
concentrated amongst commodity exporters, a smaller 
subset of the economy. 

Consumer prices soaring
New Zealand consumer prices have soared, with annual CPI 
inflation jumping to 7.3% in the June 2022 year. We expect 
annual CPI inflation to remain above 6% over 2022, with 
the level on consumer prices to end this year about 15% 
higher than prior to the onset of COVID-19. Higher prices for 
imported goods are related to this, with import prices from 
the overseas trade indexes already around 15% higher than 
in late 2019, with prices for imported intermediates (oil and 
other raw materials) up close to 25%. Prices for imported 
capital goods have not moved appreciably since COVID-19 
but look likely to climb given the rising cost environment. 
This pales in comparison to transportation imports which 
ratcheted higher in the second half of last year and look set 
to move higher still given the escalation in transport costs.

What then are some options to firms and households?  
Reduced reliability and a more unpredictable environment 
would likely force firms to put in place higher buffers, 
including holding higher stock levels and factoring in a 
greater margin for delays and other disruptions. Many 
businesses have stockpiled large amounts of goods to lessen 
supply chain risk. Short of trying to negotiate with suppliers 
or taking advantage of any natural hedges many firms 
will be forced to pass the higher costs on to beleaguered 
customers, adding to further strains on household budgets.  
This could see an escalation in wage demands and give rise 
to a wage-price spiral that would ultimately mean higher 
interest rates as the RBNZ acts to realign wage and price 
setting with the 1-3% inflation target.

Import demand to slow
All up, we expect 2022 to be a year in which the domestic 
economy and hence import demand will slow. The rising 
cost of living and weaker balance sheets will instil more 
caution with households scaling back spending on 
durable goods and likely redirecting spending away from 
discretionary items and towards the essentials, with even 
some trading down in the latter as consumers try to obtain 
value for money. 

Viewing import volume growth into New Zealand show that 
the onset of COVID-19 triggered a sharp drop off in import 
activity on expectations import demand would be weak, 
particularly for investment goods and consumer durables. 
This initial pessimism gave way to optimism as the resilient 
domestic backdrop saw import demand recover with the 
recovery in passenger car imports and other consumer 
durables particularly marked. We adjudge that much of this 
deferred spending has already occurred and that import 
demand into New Zealand will soften given the weaker 
domestic demand backdrop.  

Despite widespread capacity constraints and labour 
shortages investment demand has yet to fire. Survey 
evidence from the NZIER QSBO shows that firms have 
continued to scale back investment plans for both building 
investment and plant and machinery. 
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Supply disruption eases alongside slowing import demand

The following graphs and tables illustrate further detail about the economic themes discussed in this report. 

Appendix – Graphs and Tables 

Nothing Settled

Source: Sea-Intelligence, GLP report issue 122
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Export Sector Resilience (Volumes)
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Stagnant Volume, High Value

Low Volume, Low Value
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Source: ASB, Stats NZ

Export

Year-to-Date Volumes  
(as at end June 2022)

2022 Volume change 
vs. prior years

2022 Value change 
vs. prior years

2020 2021 2022 2020 2021 2020 2021

Dairy Products

Whole Milk Powder (kg) 766,609,697  881,322,145  677,170,300 -12% -23% 8% 2%

Skim Milk Powder (kg)  197,613,583  171,251,833  176,453,436 -11% 3% 12% 37%

Butter (kg)  116,962,616  125,113,787  126,987,495 9% 1% 41% 46%

AMF (kg)  111,131,319  95,961,372  95,635,028 -14% 0% 9% 46%

Whey  6,634,459  7,069,952  7,931,119 20% 12% 71% 43%

UHT Milk (litres)  98,663,481  120,516,036  123,909,715 26% 3% 41% 35%

Non-concentrated Milk (kg)  60,951,721  80,886,963  72,831,591 19% -10% 37% 9%

Cheese - Fresh  32,754,179  41,245,404  29,742,007 -9% -28% 3% -9%

Cheese - Processed (kg)  35,491,264  47,643,387  46,828,013 32% -2% 33% 13%

Cheese - Cheddar (kg)  70,829,070  81,086,286  72,582,829 2% -10% 16% 20%

Meat

Beef - boneless, chilled (kg)  16,664,046  19,434,199  18,811,467 13% -3% 41% 21%

Beef - with bone, frozen (kg)  33,951,582  36,119,757  36,264,189 7% 0% 40% 41%

Beef - boneless, frozen (kg)  217,478,407  220,553,681  202,692,458 -7% -8% 16% 26%

Lamb - with bone, frozen (kg)  134,643,374  131,479,693  124,098,563 -8% -6% 12% 19%

Lamb - boneless, frozen (kg)  16,122,752  15,080,979  14,359,729 -11% -5% -5% 6%

Lamb - carcasses, frozen (kg)  3,840,154  9,383,543  3,660,470 -5% -61% 6% -57%

Forestry and Horticulture

Logs (cubic metres)  8,104,906  11,608,015  9,880,700 22% -15% 13% -30%

Kiwifruit (kg)  301,294,188  349,694,725  369,724,612 23% 6% -20% -22%

Apples (kg)  105,493,409  91,595,493  80,388,618 -24% -12% -28% -15%

Seafood

Hoki (kg)  4,244,795  6,228,640  5,390,269 27% -13% 13% -5%

Mussels (kg)  12,209,733  12,214,577  10,511,346 -14% -14% -37% -11%

Alcohol

Wine (litres)  137,540,492  115,223,786  102,437,983 -26% -11% -32% -19%

New Zealand merchandise export sector view
High prices are bolstering meat and dairy revenue, but other sectors are suffering.
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