
Trade Movements

Goods exports up in 2021 but outpaced by  
stronger import growth - so far

We finished the 2021 calendar year 5.6% ahead 
of 2020 year, with annual goods exports valued 
at $63.3 billion. However, this was outstripped 
by much stronger growth in goods imports (up 
23%), which pushed the value to $70.1 billion and 
widened the trade deficit to its largest since early 
2019.  Growth in both export and import values was 
primarily driven by higher prices for both.

This deteriorating trend has continued in January 
and February 2022, with the annual trade deficit 
widening to $8.4bn in the February 2022 year. 
Higher import prices (notably oil) and supply 
chain issues are likely contributors. We expect the 
annual goods deficit to remain wide over 2022 and 
subsequently narrow thereafter given the resilient 
outlook for merchandise exports, the still-elevated 
terms of trade, and sluggish import demand.

Sector Highlights

Dairy and meat leading the way

Sales of milk powder, butter, beef and lamb have 
led the way when it comes to export growth. In the 
twelve months to February 2022, total dairy and 
meat export values lifted 13-14% off the back of 
record high global prices for both commodities over 
the last season. For now, those strong prices are 
more than offsetting the revenue impact of recent 
softer local Agri-production (exacerbated by the 
inhospitable weather over the summer) and any 
difficulties exporters are having in getting goods to 
market.

While the goliaths are doing well, some of the 
smaller export sectors are under more pressure, 
with export values for both wine and apples 
declining 3% and 7% respectively over the course 
of 2021, off the back of lower volumes and less lofty 
prices.

On the imports side of the fence, petroleum import 
values have been at the front of the pack, lifting 
43% as oil prices have hit 10-year highs. 

Services exports have not had much attention but 
with the opening of borders we should start to see 
a lift in figures.  NZ’s current account deficit (how 
much we earn from the world less how much we 
spend overseas) deteriorated to 5.8% of GDP over 
2021 (the largest since 2009). This was attributable 
to deteriorating goods and services export 
balances. It is in NZ’s interest to narrow this IOU 
with the rest of the world. Our view is that domestic 
spending and the demand for imports will have a 
breather, with rising export sector incomes closing 
the gap. 
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Commodity Prices

Ukraine Russia conflict pushing  
up commodity prices

Commodity prices will continue to be impacted 
by the Ukraine and Russia conflict. The direction 
has been upwards given Russia and the Ukraine 
are major producers and the conflict has added 
a supply premium to food, energy and broader 
commodity prices. Both nations collectively 
account for over a quarter of the global grains 
trade and produce 12% of calories consumed 
globally. Russia supplies most of the world’s neon 
gas used in the production of semiconductors as 
well as palladium used for catalytic converters for 
cars (around 40%). 

The invasion of Ukraine by Russia has added to 
costs and caused further disruptions to supply 
chains already significantly impacted by the 
pandemic. The fall out of the invasion will redraw 
global trade and could fragment energy, food, 
and currency markets as well as disrupt banking 

systems. New trade lanes will be drawn up adding 
more disruption to already fragile supply chains. 
Already US consumer price inflation is at 40-year 
highs (7.9%) and we expect NZ consumer price 
inflation to peak at around 7% in 2022, the highest 
in more than 30 years. 

We expect prices for major Agri exports to remain 
elevated over the medium term, in line with the 
constructive outlook for commodity prices more 
broadly. Dairy prices are likely to waver around 
record highs for at least the next six months and 
then gradually ease lower. Beef and lamb prices 
are following the usual seasonal cycle but are likely 
to outperform their previous record seasons in 
2018 and 2019. The exception remains the forestry 
sector, where the outlook is cloudier given the 
slowdown in the Chinese construction sector.

Sector Highlights

New Zealand Merchandise Export Sector View

Export Year to date Volumes(as at end December) % Change for 2021

Commodity 2019 2020 2021 2019 2020

Whole Milk Powder (Kg) 1,532,601,325 1,529,623,951 1,612,390,455 5 5

Butter (Kg) 270,609,387 233,359,150 231,801,102 -14 -1

Cheddar Cheese (kg) 146,401,224 133,736,546 144,322,563 -1 8

Beef (kg) 222,297,804 238,288,542 255,460,895 15 7

Lamb-boneless (kg) 16,105,098 15,335,285 16,362,428 2 7

Apples (kg) 120,708,798 125,007,315 108,939,315 -10 -13

Kiwi (kg) 527,423,691 571,438,135 646,702,113 23 13

Logs (cubic metres) 20,484,883 19,557,471 22,146,559 8 13

Wine (litres) 277,120,055 328,048,248 277,977,339 0 -15

Mussels (kg) 25,210,857 21,916,881 23,970,048 -5 9



Supply Chain

Cost of freight remains elevated

The already fragile supply chain continues to get 
knocked about. Pandemic related disruptions and 
surging US consumer demand for goods have 
caused congestion, soaring costs and strained 
relationships at every link in the supply chain, from 
factory to store shelf. Russia’s invasion of Ukraine 
will only make matters tougher. Supply chain 
disruption will continue in 2022 and maybe into 
2023. The Freightos Baltic Global Index measures 
the daily price movement of 40-foot containers 
in 12 major maritime lanes. It was relatively stable 
in February but still 128% higher than a year ago 
and more than six-times the pre-pandemic rates. 
In New Zealand the cost of a 20ft equivalent unit 
(TEU) container to Shanghai cost US$800 in 2019  
but it now costs US$6400, a rise of 700%!  
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Other News

UK trade deal spells good news

There has been some recent positive news with a 
freshly signed trade deal with the UK on the 
28 February 2022. We will eventually get to 99.5% 
tariff free (in 15 years).

The value of goods exports will grow immediately by 
50% as the deal comes into force (expected by the 
end of the year). Wine will immediately see a $14m cut 
in tariffs and there will also be cuts for honey, onions, 
kiwifruit, a range of dairy products, and most industrial 
products. Much of the benefits will flow through into 
higher producer incomes.

More air travel may ease supply chain woes

The cutting back in air travel between NZ and 
international markets has constrained the availability 
of air freight capacity and added to costs.  There are 
hopes that the reconnection with the rest of the world 
will help alleviate this in the coming year or two. Like 
the merchandise goods sector, labour constraints may 
also tamper growth in services exports and businesses 
will still have long hangovers with continued supply 
chain disruption and elevated costs. It is hoped that the 
easing border restrictions help alleviate acute labour 
shortages but migration is a two-way street with many 
kiwis likely to flock to greener pastures offshore. In 
the interim, a continuation of building inventory levels 
is still considered a wise move, localising supply and 
investment in new digital technology will also help. 



For any questions, or to see how we can help get your international business one step ahead,  
get in touch with Paul Gestro, ASB International Trade Consultant, at paul.gestro@asb.co.nz.

Other News

Open borders mean new opportunities

Opening up our borders will ‘open up’ new trade 
opportunities and it will be interesting to see how fast 
the tourism sector will grow. The value of NZ services 
exports over 2021 ($13.9bn) is around half what it was 
back in 2019, with much of the fall due to the impact 
of COVID-19 in decimating travel into NZ (see chart). 
We anticipate that the relaxation of travel restrictions 
will spur an increase in inbound tourism but it will be 
many years until the tourism sector approaches pre-
pandemic heights.
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