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Commodity prices – World and NZ dollar denominated 
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Despite risk, agricultural export prices to remain elevated.

	• Ongoing Middle East tensions are increasing volatility and raising energy, input 
and shipping costs, while broadly supporting prices for agricultural products. 
Impacts vary depending on idiosyncratic supply and demand conditions.

	• Risks are exacerbated by the impact of a now confirmed super-sized El Niño, 
which could slice off up to 1ppt of New Zealand’s GDP should on-farm 
production of both milk and meat contract significantly. 

	• We have revised up our farmgate milk price forecast for this season by 25c to 
$9.75/kg, with milk powder prices holding up better than we expected. El Niño 
presents a clear upside risk to this, as it does not appear to have been reflected 
in GDT auction prices to date. 

	• Meanwhile average New Zealand beef export prices should remain elevated over 
the coming year, as lean trimming prices reverse recent declines. Sheepmeat 
prices are set to ease on rising Australian supply, but remain at elevated levels. 

	• Kiwifruit and apple export prices are expected to remain elevated, supported 
by strong demand for premium varieties, although increasing supply is likely to 
keep prices largely flat rather than drive further gains. 

	• Export prices for New Zealand logs are set to remain broadly stable to slightly 
firmer, supported by lower log supply and balanced Chinese inventories. 

SUMMARY

Commodity prices by category 

30

40
50

60
70

80
90

100
110

120
130

30

40
50

60
70

80
90

100
110

120
130

2010 2014 2018 2022 2026

 Dairy
 Horticulture
 Forestry
 Meat, skins, woolSources: ANZ, Westpac

Index 2026 Q1 = 100 Index 2026 Q1 = 100

Westpac 
forecasts



Westpac New Zealand Economics 4

Southern Oscillation Index vs GDP: Agri, forestry, fishing 
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%yr Index

La Niña 

El Niño 

Farming is well placed to navigate impacts of a strong El Niño.

	• Scientists have now confirmed that the current El Niño event will be the 
strongest on record. Temperatures in the Pacific Ocean are now 3.05C above the 
average, exceeding the record set in 2015. 

	• A supersized El Niño increases the probability of drier weather in eastern regions 
of New Zealand in coming months, with wetter conditions likelier in the west and 
southern areas of the country. 

	• The potential impact on GDP could be significant. Our previous research has 
shown a severe drought could slice off as much as 1ppt from economic growth.

	• Much of that is will reflect lower agriculture production, particularly in dairy, 
sheep and beef farms. Increased on-farm costs and processing disruptions are 
also likely. 

	• A 1% loss in GDP is likely an upper end estimate of the El Niño impact. A key 
consideration is soil moisture levels are currently high, implying some resilience 
to future drier conditions. 

	• Farming practices have become more resilient to prolonged dry periods. 
Irrigation is more widely used than in past dry periods and snowmelt levels 
appear robust, which should be of particular benefit to Canterbury farms.

UPDATE ON 
EL NIÑO 

Agricultural activity by region
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Farm input expenses  
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Conflict-related disruptions could push input costs higher than expected.

	• Farm input costs are on the rise reflecting two key drivers: fuel and 
fertiliser costs. 

	• Diesel and petrol prices have increased by about 50% compared to the same 
period in 2025. While average prices fell in the September quarter, they closed 
the quarter at an elevated level as tensions between the US and Iran increased 
and broadened to encompass Saudi Arabia and the Yemeni Houthis. 

	• Fertiliser prices are also significantly higher. While the fertiliser market has 
stabilised after a period of extreme volatility earlier this year, prices remain 
highly sensitive to developments in the Middle East.

	• Nitrogen (urea) prices have fallen substantially from a mid-year spike, with an 
pick up in Chinese exports now boosting supply. These prices though remain 
vulnerable to supply disruptions.

	• By contrast, phosphate and other sulphur-based fertiliser prices are tracking 
higher and remain at elevated levels, as supply constraints, trade restrictions 
and disruptions to shipping offset the impact of softening demand in some 
regions of the world. 

INPUT COSTS

Crude and derivative product prices
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DAIRY 

Farmgate milk price
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Farmgate milk price forecast revised up on strong protein demand. 

	• We have revised up our farmgate milk price forecast for this season by 25c to 
$9.75/kg. This is above Fonterra’s forecast midpoint of $9.50/kg (range of $8.50-
10.50), but lower than futures market pricing of just over $10/kg. 

	• We have also opened our forecast for the 2027/28 season at $9.50/kg. Note that 
there is a wide margin of uncertainty around the forecast at this stage, and we 
will review as the next season approaches. 

	• Dairy prices at auction have generally held up better than our expectations, 
although the performance has varied across products. Trends in global demand 
are shifting away from fats and towards proteins, which has boosted demand 
and prices for skim milk powder in particular. 

	• Our forecasts do not include an assumption about the impact of El Niño, which 
presents a clear upside risk to prices and a downside risk to volumes. While the 
futures market is pricing a strong lift in milk powder prices over the New Zealand 
summer, there has been no apparent urgency to buy at the GDT auction. 
Fonterra is forecasting a 2% lift in milk volumes over the rest of this season, on 
top of what was already a strong increase last season. 

	• Global milk production also remains ample, although it has slowed in Europe 
in recent months. El Niño is less likely to affect conditions among the major 
producers in the Northern Hemisphere. 

Milk production by top exporting regions 

9

10

11

12

13

14

15

9

10

11

12

13

14

15

2008 2010 2012 2014 2016 2018 2020 2022 2024 2026

mn tonnes

Th
ou

sa
nd

s

mn tonnes

 Europe + UK

 NZ, US, Australia, Argentina

Sources: CLAL, Westpac



Westpac New Zealand Economics 7

BEEF

Average monthly beef export prices - nominal 
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Export beef prices to remain elevated over the next year.

	• Beef export prices remain well supported but have softened in recent 
months. The weakness has been concentrated in lean beef trimming prices, 
which have eased since April as high US prices attracted additional imports, 
particularly from South America, while tariff-free quotas temporarily boosted 
product availability.

	• In contrast, premium beef prices have remained firm, supported by tight global 
supplies of high-quality beef, constrained US cattle numbers, and resilient 
demand in higher-end retail and foodservice channels.

	• We expect that lean trimming prices will reverse recent declines in coming 
months as temporary increases in supply begin to fade and underlying 
shortages, including the historically small US beef herd, re-emerge.

	• In 2027, lean trimming prices should remain elevated but broadly flat as 
strong US demand and a small US cattle herd are largely offset by rising global 
production. From 2028 onwards, expanding global beef production gradually 
eases market conditions, putting pressure on prices. 

	• Meanwhile, favourable supply/demand fundamentals to support premium beef 
prices in 2027, with expanding global production to weigh on prices from 2028.

	• Overall, beef export prices are likely to remain high, although both nominal and 
real prices are expected to moderate over the medium term.

Average monthly beef export prices - real
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SHEEP MEAT 

Average monthly lamb export prices - nominal 
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TWI weighted priceLamb export prices to remain firm, but off recent highs.

	• NZ sheepmeat export prices remain near record highs, supported by 
constrained global supply and resilient demand from premium markets in 
Europe, the UK and North America. Export values rose strongly through 2025/26 
despite only modest growth in export volumes, highlighting the strength of 
underlying prices. 

	• Global supply remains tight due to declining sheep flocks and lower slaughter 
numbers in New Zealand, the UK and parts of Europe. However, rising Australian 
production and exports are expected to gradually lift global supply and increase 
competition in key export markets, limiting further price gains. 

	• Meanwhile, stronger demand from the UK, EU and North America has improved 
export returns and reduced New Zealand's reliance on China, where economic 
weakness has made consumers more price sensitive and encouraged a shift 
towards cheaper proteins and cuts. 

	• The outlook remains positive but more balanced. Tight supply should keep 
prices above historical averages over the coming year, although rising Australian 
exports, softer demand growth, affordability pressures, signs of buyer 
resistance and (eventually) a stronger NZ dollar could see prices ease modestly 
from current elevated levels into 2027.

Average monthly lamb export prices - real 
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HORTICULTURE

Kiwifruit – average export prices and volumes 
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M kg NZ$ per kgCapacity is catching up with demand, limiting further price gains.

	• NZ kiwifruit export prices have pushed to record highs, supported by strong 
demand in North America, Europe, Japan and Korea, as well as continued 
consumer preference for premium varieties such as SunGold. 

	• Export prices continue to edge higher even as a record crop and larger fruit 
volumes are helping to reduce market tightness. Zespri notes increased 
competition from summer fruit, pricing pressure in parts of Asia and a larger-
than-expected crop. 

	• Kiwifruit export prices are set to remain high but mostly flat over the next 
year, as strong demand for premium varieties such as SunGold and RubyRed is 
increasingly offset by rising production and price pressures in Asia. 

	• Apple export prices are also at record highs, supported by strong demand in 
Asia, North America and India, alongside a continued shift towards higher-value 
cultivars and premium varieties. 

	• These factors should keep export prices elevated over the next 12 months, 
supporting grower revenues and profitability. 

	• However, further gains could be limited. Rising New Zealand production, 
recovering supplies from key growing regions and larger global apple crops are 
expected to increase supply availability, reducing market tightness and keeping 
prices broadly stable. 

Apples – average export prices and volumes 
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FORESTRY

Average log export prices  
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Index IndexLog prices look moribund.

	• China remains the dominant market for New Zealand logs, with prices highly 
sensitive to construction activity, sawmill demand and daily log offtake. In that 
regard, weak housing and furniture demand continue to weigh on prices.

	• Chinese softwood log inventories are estimated at around 2.2 to 2.5m m³, 
equivalent to roughly 40 to 45 days of inventory cover at current offtake rates. 
This suggests inventory levels are broadly balanced and exerting little pressure 
on log prices.

	• At the same time, reduced New Zealand log supply, including lower harvesting 
volumes and the wind-down of salvage logging, is providing some support to 
prices. Freight costs also remain an important driver of at-wharf-gate returns, 
with currently high shipping costs crimping returns to forest owners.

	• NZ log export prices are expected to remain broadly stable to modestly firmer 
over the next 12 months, supported by lower domestic supply, balanced Chinese 
inventory levels and tentative signs of stabilisation in log demand.

	• However, any recovery is likely to be gradual, with weakness in China's property 
sector, uncertainty around shipping costs and softer global growth continuing to 
constrain demand and cap upside potential.

World forestry prices  
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FORECASTS

New Zealand commodity prices (end of period)

Latest Dec-26 Mar-27 Jun-27 Sep-27 Dec-27 Mar-28 Jun-28 Sep-28 Dec-28

NZ commodities index 390 392 397 400 401 403 404 405 406 406

Dairy price index 319 323 329 333 337 342 345 347 348 350

Whole milk powder USD/t 3,605 3,650 3,730 3,780 3,830 3,880 3,920 3,960 4,000 4,040

Skim milk powder USD/t 3,847 3,720 3,600 3,600 3,630 3,680 3,720 3,760 3,800 3,830

Lamb price index 686 681 678 674 670 666 660 652 644 636

Beef price index 397 402 416 417 417 417 415 413 410 408

Forestry price index 168 159 160 160 160 161 161 162 163 164

New Zealand commodity prices (annual averages)

Levels % change

2025 2026f 2027f 2028f 2025 2026f 2027f 2028f

NZ commodities index 390 396 400 405 9.2 1.5 1.1 1.3

Dairy price index 348 327 336 347 9.7 -6.3 2.7 3.6

Whole milk powder USD/t 3902 3623 3804 3982 13.5 -7.1 5.0 4.7

Skim milk powder USD/t 2702 3387 3627 3778 0.7 25.3 7.1 4.2

Lamb price index 587 671 672 648 27.0 14.4 0.1 -3.6

Beef price index 337 424 416 411 19.1 25.6 -1.7 -1.2

Forestry price index 152 160 160 162 -4.9 5.5 0.1 1.4

Forecasts as at 7 October 2026.
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