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Record high Terms of Trade support NZ’s resilience 
• Q2 Terms of Trade and NZ goods export prices post a new record high.  

• Goods export and import volumes fall on COVID-19 disruption, but pockets of relative strength encouraging.   

• Exports of services plunge as overseas visitors locked out. 

 

 

 

Summary 
Stronger export prices led NZ’s Goods Terms of Trade to yet another record high.  The strength of NZ’s goods export 

prices and Terms of Trade highlight how NZ’s role as a food exporter will likely provide the NZ economy with some 

buffer as the global economy is rocked by the COVID-19 pandemic.  Traded goods volumes fell over Q2 – with imports 

more impacted than exports.  Indeed, export volumes appear to have held up relatively well considering the 

disruption which took place during the initial COVID-19 outbreak in NZ and the subsequent Alert Level 4 lockdown.  

However, StatsNZ has signalled that exports of services have slumped, as international visitors are locked out of NZ.   

On balance, today’s trade data suggest that the decline in Q2 GDP may not be as severe as initially feared.  The trade 

data echo some earlier data, such as retail spending and concrete sales, that suggest activity in some sectors may have 

recovered better than we expected from the initial Level 4 lockdown and that more activity was able to take place 

during the Alert Level 3 and Alert Level 2 restrictions.  We will update 

our Q2 GDP forecast over the coming week.  

Terms of Trade and goods export prices reach 
new highs 
The Goods Terms of Trade surged higher in Q2 – led by a 2.5% surge 

in exports prices vs. our expectation for declines in both measures.   

Import prices declined slightly, vs. our expectation of a small lift.  The 

lift in the goods Terms of Trade brings them to yet another record 

high. Goods export prices are also at the highest level since the 

quarterly price index began.  

Q2 2020 (qoq) Actual ASB Market

Terms of Trade 2.5% -1.7% 1.8%

Export prices 2.4% -1.5% -0.2%

Import prices -0.1% 0.3% 0.5%

Export volumes (sa) -7.0%

Import volumes (sa) -15.8%
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The lift in goods export prices over Q2 was a surprise to us (and 

most other forecasters according to a Reuters poll), particularly 

given the previously-released monthly trade data and also 

compared to some of the trends in commodity prices witnessed 

earlier in the year. Nonetheless, it is a pleasant surprise, with the 

lift in NZ’s high Terms of Trade highlighting how NZ’s role as a 

food exporter will likely provide the NZ economy with some 

buffer as the global economy is rocked by the COVID-19 

pandemic.    

Export volumes lower 
Meanwhile, goods export volumes declined 7% - not bad in a 

quarter for which NZ economic production is expected to be down 

around 14%.   Export volumes were dragged lower by 20% falls in 

both forestry and fish exports.  Wool exports plunged 54%.  But 

other exports held up well in the face of disruption from the Alert 

Level 4 lockdown through late March and early April.  For example, 

non-food manufactured exports only fell 12%, while food and 

beverage exports dipped just 4%.  

Import volumes slump 
Goods import volumes were more disrupted from the lockdown 

over Q2, plunging 16%. Fuel demand plunged as a result of the 

lockdown, and imports of petroleum (and related products) fell 

42%. Meanwhile, imports of cars dropped 43% – and with 

anecdotes of second-hand car markets flooded with ex-rentals, 

imports of cars may remain low for some time. Capital goods fell 

just 10% – although industrial transport equipment was hit pretty 

hard, down 46%.  We expect recovery in capital goods to be tepid 

with businesses feeling more cautious about investing and expanding with a pandemic raging offshore. Consumer 

goods imports were down 8%, led by a fall in durable goods.  We can expect this category to recovery quickly – retail 

spending promptly bounced back once lockdown restrictions were eased and the housing market has shown 

remarkable resilience, suggesting demand for household durables will recover quickly.  

Services exports plunge on COVID-19 
StatsNZ also released its Quarterly International Trade report for the June quarter today – which summarises the 

trade of goods and services on a year-ended June basis (rather than a June quarter basis).   There is a wealth of 

information here – and we will take a closer look as time allows in future.  But the key headline from this report is 

that “spending by overseas visitors and students within New Zealand fell by half in the June 2020 quarter, down to 

$1.8 billion compared with the same period a year ago”.  And, “services exports (including travel services) fell 41 

percent in the June 2020 quarter compared with the June 2019 quarter”.   

The COVID-19 pandemic has led to the unprecedented step from most countries, including NZ, of closing borders to 

foreign visitors.  For NZ, where spending from visitors (including tourists and students) directly contributes around 5% 

to GDP, the impact on the economy will be severe.  However, these initial comments from StatsNZ suggest that while 

spending from overseas visitors has fallen dramatically, it may also be holding up slightly better than ASB expected.  

StatsNZ states “just before the lockdown in mid-March it was estimated there were 240,000–260,000 visitors in 

New Zealand, dropping to between 90,000 and 120,000 in August.”  There are more visitors still in NZ than we 

expected, albeit as these visitors eventually leave they are unlikely to be replaced by new visitors – so it’s merely 

delaying the inevitable further fall in exports of services.  We expect NZ’s border will remain closed to most visitors 

until the end of next year at the very least, likely opening up very gradually to select countries over 2022.   We will get 
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additional information on the moves in exports of services in the Q2 Balance of Payments and GDP releases in a 

fortnight.  

All up, trade data suggest NZ more reslient than expected 
On balance, today’s trade data suggest that our initial estimates for the decline in Q2 GDP may have be on the high 

side.  The trade data echo some earlier data, such as retail spending and concrete sales, that suggest activity in some 

sectors may have recovered better than we expected from the initial Level 4 lockdown and more activity was able to 

take place during the Alert Level 3 and Alert Level 2 restrictions.  Also, it appears NZers, who typically holiday offshore 

during winter, have been redirecting that spending into the NZ economy (rather than saving it), helping mitigate some 

of the negative impact from lower international visitor spending.  We will be reviewing our Q2 GDP forecast over the 

coming week as more partial data are released.  In saying that, we will take the Q2 data with a large degree of caution.  

The unprecedented events brought about by NZ’s pandemic response make it extremely difficult for StatsNZ to get an 

accurate steer on economic activity at this point.  It will take some time to know what the true extent of the economic 

impact this pandemic will bring.  But for now, the key message seems to be that NZ has proven to be much more 

resilient than economists expected: that is a rather nice surprise when working in the dismal science.  
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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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