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NZ terms of trade back around record highs 
• NZ’s terms of trade headed higher at a strong clip over Q2, supported by rising commodity prices. 

• There’s little sign that constrained shipping capacity is limiting export and import volumes 

• We expect NZ’s terms of trade to remain well supported over the medium term. 

 

 

Summary 
New Zealand’s goods terms of trade lifted a marked 3.3% over Q2. A 

decent lift in import prices was more than offset by a whopping lift in 

export prices. Our goods terms of trade are now back near record highs.  

The lift in the terms of trade was much stronger than either we (or 

indeed the market) had expected. Based on the monthly trade data 

from Stats NZ we’d expected both export and import prices to fall this 

quarter, leaving terms of trade broadly unchanged. Still, we’d expected 

our terms of trade to head back to record highs relatively quickly, so 

today’s result doesn’t alter our view, just the timing.  

We still don’t think the impact of rising commodity prices has been 

fully reflected in the published data, so expect to see export and import 

prices advance further. We expect gains for export prices to outstrip those for imports, keeping our terms of trade 

well supported. 

There’s not much sign yet that constrained shipping capacity is limiting trade activity in a macro sense, despite 

widespread anecdotal reports. This quarter’s data did indeed show a massive lift in transportation costs, but both 

export and import volumes were actually higher over the quarter. Still, as we enter the seasonal peak for imports in 

October and November, we could see things starting to have a bit more of an impact on import volumes. 

The implications of today’s data are many and varied. NZ’s strong export performance should help support the 

growth outlook, but higher inflation is also set to hit consumers. Increasingly, there’s also the risk that NZD could 

outperform our present currency forecasts. 

Q2 2021 (qoq) Actual ASB Market

Terms of Trade 3.3% 0.1% 0.3%

Export prices 8.3% -0.8% -

Import prices 4.8% -0.9% -

Export volumes (sa) 2.9%

Import volumes (sa) 4.4%
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Higher export and import prices surprise 
Both export and import good prices were stronger this 

quarter. In a sense that isn’t surprising – there have been 

some eyewatering gains for commodity prices over the first 

half of 2021 that meant last month’s surprise dip in export 

and import prices was always likely to prove temporary. 

Given there is usually a bit of a lag between lifts in 

commodity prices and their presence in the trade data, we’d 

thought it wouldn’t be until the Q3 data before we saw a 

marked lift.  

Unsurprisingly given their composition, gains in export 

prices (+8.3%) were larger than those for import prices 

(+4.8). Gains in commodity prices over the first half of the 

year have been widespread, but the strength in agri 

commodities has been particularly notable. Prices for virtually 

all of NZ’s major agri exports were higher this quarter but 

gains for dairy (+15.3%) and forestry prices (+12.7%) were 

particularly strong. By contrast, the big rise in imported 

commodity prices like fuel (+27.1%) and metals (+12.5%) 

were offset by only modest gains in manufactured good 

prices.  

Trade volumes looking resilient 
Both export and import volumes notched up some solid 

increases this quarter. Since the latter half of 2020, 

anecdotes of constrained shipping capacity and surging 

freight costs have been a recurring theme. Sure enough, 

today’s data showed a big lift. Still, the last couple of quarters 

have continued to paint a picture suggesting trade activity is proving highly resilient. We suspect the impact of 

logistics disruptions are being felt very unevenly across businesses, but at a headline level both export and import 

volumes look strong. We’re cautious about the outlook and wouldn’t be surprised to see disruption start to hit harder 

on the imports side of things as we enter busy season in October and November. 

The upshot 
We expect NZ’s terms of trade to remain strong over the medium term. Both export and import prices look set to 

head higher off the back of the strength in commodity prices and anxieties around shipping disruption, but we expect 

export prices to outperform given the current strength in agricultural commodities. While we’ve seen some 

commodities start to ease off their peaks (notably for forestry), we think a sharp correction is unlikely, keeping NZ’s 

terms of trade close to record highs. The NZD and the broader NZ economy are set to retain a crucial support. 

Today’s data also affirms our view that CPI inflation is set to head higher over the remainder of the year given the 

ongoing, large lifts in transportation service costs. Annual CPI inflation is on track to hit 4½% by the end of this year. 

Higher interest rates beckon. 

 

 

 

 

 

 

 

700

800

900

1000

1100

1200

1300

700

800

900

1000

1100

1200

1300

1400

09 10 11 12 13 14 15 16 17 18 19 20 21

NZ EXPORT & IMPORT PRICES 

Export Prices 
(left axis)

Import Prices 
(right axis)

1600

1800

2000

2200

2400

2600

2800

1200

1300

1400

1500

1600

15 16 17 18 19 20 21

NZ OTI EXPORT & 
IMPORT VOLUMES

Source: Stats NZ

Index

Import Volumes (rhs)

Export Volumes (lhs)

Index



  

 

Economic Update  |  02 September 2021 

 

 
 

ASB Economics & Research  Phone 
Chief Economist Nick Tuffley   nick.tuffley@asb.co.nz  (649) 301 5659 
Senior Economist Jane Turner jane.turner@asb.co.nz  (649) 301 5853 

Senior Economist Mark Smith mark.smith4@asb.co.nz (649) 301 5957 
Senior Economist Mike Jones Mike.jones@asb.co.nz (649) 301 5661 
Senior Economist, Wealth 
Economist 

Chris Tennent-Brown 
Nat Keall 

chris.tennent-brown@asb.co.nz  
nathaniel.keall@asb.co.nz  

(649) 301 5915 
(649) 301 5720 

Data & Publication Manager Judith Pinto judith.pinto@asb.co.nz  (649) 301 5660 

    

 
www.asb.co.nz/economics 

   

@ASBMarkets 

 

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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