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Records are meant to be broken


NZ records an all-time high Terms of Trade.



Breaking the previous record that had stood since June 1973.



From here, we expect the Terms of Trade to drift lower, but to remain at historically high levels.

Q3 Results

Key Results (quarterly % change)
Terms of Trade
0.7
Export prices
-1.9
Import prices
-2.5
Export volumes (sa)
0.3
Import volumes (sa)
-0.7

The Terms of Trade (ToT) lifted 0.7% over the September quarter to an alltime high. The previous high had stood since the June quarter of 1973.
Both export and import prices were softer than expected over the
quarter. Looking at export prices, both dairy and meat prices posted
modest declines, in contrast to our expectations of modest rises.
Meanwhile, import prices dipped 2.5% over the quarter, considerably
weaker than our expectations for a flat quarter. In particular,
petroleum and petroleum product prices fell 11.9% over the quarter.
From here, we expect the ToT to drift lower, but to remain at
historically-high levels over coming quarters. Oil (import) prices have
lifted in the months subsequent to this release, while dairy (export)
prices have also fallen over the same period.

Record high
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The record ToT continues the steady march higher since the early
2000s. Since then, the ToT have nearly doubled.
Through to around 2012, a structural lift in export prices (read dairy)
dominated the rising ToT trend. More recently, falling import prices
have led the way. In particular, a combination of global deflation since
around 2012, including lower oil prices, have driven much of the rising
NZ ToT. Meanwhile, export (dairy and other food) prices have moved
cyclically around their higher level.
These movements highlight how NZ has benefitted from its
import-export mix. Basically NZ has benefitted from relatively high food
(export) prices, while benefitting from relatively low manufactured
(import) goods prices.
Indeed, this also reflects the global over-capacity in the manufacturing

Source: ASB, Statistics NZ
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sector. At the same time, these movements also reflect lower global agricultural capacity, at least in terms of the
products that NZ produces.
Looking over a longer horizon (say the next 10 years), we expect global agricultural capacity to increase. In particular,
we expect agri-tech to increase productive capacity. As a result, NZ’s food export prices may come under pressure in
a similar way to the pressure that manufacturing prices faced earlier in the century.
However that may be some years away. In the short term, though, we expect NZ’s export (food) prices to remain
high and for the ToT to remain similarly high by historical standards.
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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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