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Resilient retail keeps NZ economy afloat 

• Much stronger than expected lift in Q1 retail volumes, which are hovering around record highs.  We no 
longer expect a Q1 dip in GDP, with the consumer keeping the NZ economy afloat. 

• The strength was generalised, with few signs of supply disruptions impacting retail activity or boosting retail 
prices. Durable retail was particularly strong. 

• While a Q2 pullback in retail trade activity is possible, we retain our positive outlook for retail volumes over 
the remainder of the year.  

 

Summary and implications  

The Q1 Retail Trade Survey saw a much stronger than expected lift in both retail and core volumes than suggested by 

various other retail trade indicators. The increase was broad based across retail store-types and regions. The stronger 

than expected outturn has shifted our Q1 production-based GDP pick from a flat to negative print (0% growth) to a 

0.3% Q1 increase. Another major takeout was that the strength was generalised across sectors and regions, with few 

signs of supply disruptions impacting retail activity or boosting retail prices. While there is the possibility of a Q2 

pullback in retail activity, we remain positive on the retail volume outlook. The once in a generation increase in 

income support announced in the last week’s Budget is a clear positive for retail activity later this year. There are still 

reasons for caution, however and the outlook for retail trade activity remains uncertain. 

Unexpected lift in Q1 retail spending according to the Retail Trade Survey 

Retail trade spending volumes rose 2.5% qoq in Q1 (core +3.2% qoq), which was considerably stronger than ASB 

and market expectations (-1.5% qoq and -1.8% qoq). This saw annual growth in core (+5.5% yoy) and total retail 

(6.8% yoy) accelerate to just shy of 2020 Q3 peaks, with their level of retail volumes at around record highs.  

Retail and core values both surged 2.5% in Q1 (+6.5% yoy and 5.2% yoy respectively). This was completely at odds 

with the 2.4% and 1.9% respective Q1 falls in core and retail Electronic Card Transaction spending data. This is a major 

discrepancy, and it is difficult to pinpoint any reasons for this. 

Helping to bolster Q1 retail volumes were softer than expected readings from the retail trade deflator, with prices 

for the retail trade deflator flat (-0.4% yoy), whilst core deflator prices were down 0.7% (-0.4% yoy), considerably 

above the 0.8% qoq rise in consumer prices (+1.5% yoy). It looks like consumers have substituted expenditures to 

Retail Sales: 2021Q1 Actual Market ASB

Total volumes (qoq) 2.5% -1.8% -1.5%

yoy 6.8%

Core volumes (qoq) 3.2% -1.0%

yoy 5.5%

Total retail deflator (qoq) 0.0%

yoy -0.4%
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relatively cheaper items. Nevertheless, we expect retail prices to firm over the remainder of 2021, eroding the 

purchasing power of consumers.  

Q1 spending increase was seen across most retail store types 

• Consumers love affair with consumer durables continued.  Q1 saw strong quarterly increases for electrical goods 

(+8.4% qoq, 29.8% yoy), hardware (+4.5% qoq, 16% yoy), and furniture (+3.5% qoq, 21.4$ yoy), with volumes for 

all 3 at record levels. 

• Recreational goods retailing soared 16.4% qoq (21.8% yoy) 

as consumers broadened spending beyond the essentials. 

• Supermarket volumes saw the first quarterly growth in 

volumes for a year (+1.6% qoq, -6% yoy), whilst liquor 

volumes rebounded 3.7% in Q1 (1.6% yoy). 

• NZ consumers have helped to bolster the domestic tourism 

sector, with accommodation retail up (2.7% in Q1, -8.3% 

yoy). These remain well below pre-pandemic levels. 

• Auto sales volumes rose just 1% in Q1 (+19.4% yoy), well 

below the 23% Q1 rise in car registrations over the quarter.  

• Apparel (-1.3% qoq, 14.1% yoy) slipped following a number 

of strong quarters as did food & beverage services (-0.4% 

qoq, +1.9% yoy) and specialised good retail (-0.1% qoq, 

1.3% yoy). 

• Following a 7% rise in fuel prices over the quarter, fuel 

volumes eased 2.2% in Q1 to be 2.6% lower than a year 

ago. 

Stocks holding up despite annedotes of supply shortages 

Also surprising was the resilience of retail stocks, that ticked up in March (in non-seasonally adjusted terms) despite 

the strong Q1 retail outturn and well-publicised stock issues for retail goods. We expect stock levels to decline in Q2 

that should weigh on Q2 GDP (we expect a small fall) but the subsequent rebuilding of retail stocks should be positive 

for growth later this year.  

The Q1 increase was regionally broad-based with 10 of the 16 regions seeing a seasonally adjusted increase in sales 

values. Annual spending growth in the North Island (+7.7% yoy) outpaced that of the South Island (+1.8% yoy). 

Spending in tourism dependent regions (Otago -7.5% yoy, the West Coast -16.5% yoy) was noticeably weak, with 

Auckland (+6.5% yoy) on par with the nationwide total. Rural regions (Hawkes Bay +10.2% yoy, the Waikato +11.7% 

yoy) were amongst the major outperformers, supported by strong housing markets and export commodity prices. 

The retail outlook for 2021 and broader implications 

The stronger than expected outturn for retail trade volumes has shifted our Q1 production-based GDP pick from a 

flat outcome (0% growth) to a 0.3% Q1 increase, with the consumer helping to keep the NZ economy afloat. 

While some payback from the surprising strength in Q1 retail is possible in Q2, we remain positive on the outlook 

for retail volumes over the second half of this year. The once in a generation increase in income support by the 

Government (from July this year and April 2022) will put more money in peoples’ pockets, much of which is expected 

to be spent. NZ households in general have paid back consumer debt over the past year and household deposits have 

climbed by $20bn since COVID-19.  Aggregate household balance sheets have benefitted from elevated house prices 

and equity values and net wealth look set to crack the $2 trillion mark according to RBNZ figures. Some of this will be 

converted into consumer spending. 

The outlook for retail trade activity is uncertain and there are still reasons for caution given low resident population 
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growth (the 0.7% growth in the March 2021 year was an 8-year low) increasing headwinds from fewer overseas 

tourists, a sharp expected moderation in house price growth and a still-uncertain economic outlook for retailers. 

Moreover, rising retail prices and stock shortages could limit volume growth. Finally, the Trans-Tasman bubble is likely 

to provide mixed blessing for retailers and could facilitate the shift away from consumer durables and towards 

services spending.  
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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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