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Lockdown hit to Q3 retail not as bad as feared 

• Hit to Q3 retail volumes with overall activity hitting a brick wall as the economy went into lockdown from 

mid-August.  The fall was not as sharp as feared and highlights NZ’s economic resilience. 

• Hospitality and tourism retail hardest hit, with the prolonged lockdown hammering Auckland retail. 

• We expect a Q4 bounce in retail activity but remain more circumspect on the outlook for retail activity in 

2022.  

 

Summary and implications  

The delta variant outbreak midway through the quarter stopped strong momentum in retail activity in its tracks, with 

a sizeable fall in core and total retail volumes. Hits were most acute for Auckland retail and hospitality/tourism given 

the extended lockdown in Auckland and the pause of the trans-Tasman bubble. The fall in Q3 retail volumes was not 

as large as expected and suggests overall GDP may have also fared better than expected. We expect a strong Q4 lift in 

retail activity, but remaining restrictions, stock shortages, higher mortgage interest rates, the cooling housing market 

and higher consumer prices should act to temper the magnitude of the retail rebound, beyond a short post-lockdown 

bounce.  This should ensure that the RBNZ will not have to move too aggressively on the OCR lever. 

Strong momentum continues in Q2 retail trade figures 
Retail trade spending volumes fell 8.1% qoq (-5.2% yoy) in Q3 (core -6.7% qoq, -3.2% yoy), which was not as weak 

as ASB and market expectations. It likely highlights the considerable momentum evident in consumer spending 

leading up to the mid-August lockdown. We expect that retail over Q3 was a game of two halves. Retail indicators 

had pointed to strong retail momentum continuing well into August, but this changed with community outbreak in 

Auckland and imposition of retail lockdowns. 

Retail values fell 7.0% qoq in Q3 (-1.7% yoy). This was not as weak as the circa 11% Q3 fall in retail Electronic Card 

Transaction spending data.  The Q3 fall in retail values was geographically widespread (only 3 of 16 regions 

experienced a rise in sales values). However, the longer-lasting lockdown in Auckland saw spending dive 14.5% over 

Q3, with our estimates suggesting spending in the rest of the country was down only 2.5% in Q3. We were surprised 

to see tourism-centric regions cope reasonably well with only modest falls in Otago (which includes Queenstown) 

Retail Sales: 2021 Q3 Market ASB

Total volumes (qoq) -8.1% -10.5% -12.5%

yoy -5.2%

Core volumes (qoq) -6.7% -10.0%

yoy -3.2%

Total values (qoq) -7.0%

Total values (yoy) -1.7%

Total retail deflator (qoq) 1.2%

Total retail deflator (yoy) 3.5%
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and West Coast retail.    

Retail prices ratcheted higher, with prices from the retail 

trade deflator up 1.2% in Q3 (3.5% yoy), below the 2.2% Q3 

jump in overall consumer prices (4.9% yoy) as consumers 

substituted to cheaper items. Soaring costs (freight, 

shipping) and reduced resistance to paying higher prices 

are likely to see retail prices expand strongly over the 

remainder of 2021, further eroding the purchasing power 

of consumers.   

Also surprising was the resilience of retail stock levels, 

which surged 8.8% in Q3 (non-seasonally adjusted terms) 

despite anecdotes of growing stock shortages. This should 

support Q3 GDP.  

The sector splits showed a generalised slide, with 12 of the 

15 total retail store-types showing lower volumes: 

• Supermarket volumes surged 7.5% in Q3. 

• Retailers look to have learned some lessons from the previous lockdowns, with non-store retailing (2.5% qoq) and 

electrical and electronic goods retail (+0.3% qoq) taking advantage of contactless trading options. 

• The pausing of the trans-Tasman bubble in late July and the lockdown walloped hospitality and other tourism-

related spending, with accommodation & retail (-12.2% qoq) and food & beverage service volumes (-19.2% qoq) 

plummeting.  

• Apparel (-10.5% qoq) also bore the brunt of the tighter restrictions. 

• Consumer durables saw mixed fortunes, with sharp falls for hardware (-14.7% qoq) and furniture (-18.3% qoq), 

contrasting with stable electronic goods retail.  

• Auto sales volumes fell 11.6% in Q3, not as bleak as implied by the circa 20% Q3 fall in car registrations over the 

quarter.  

• The lockdowns saw a sizeable Q3 fall in fuel volumes (-16% qoq). Record high fuel prices are expected to 

handbrake consumer spending going into 2022. 
 

The retail outlook going into 2022 

More recent data point to a solid bounce in Q4 retail activity, as restrictions ease. There will be plenty of pent-up 

demand (particularly in Auckland) when the country moves to the new traffic light system in early December. Key 

supports to consumer spending remain, including 

higher wages, extra income support payments and 

strong producer incomes. Household balance sheets 

have been underpinned by strong gains in equity values 

and property prices.   

 

Beyond a strong Q4 bounce we are more circumspect 

on the outlook for retail activity in 2022. Some form of 

COVID-19 restrictions look set to be around for a while 

yet. What’s more, rising consumer prices (annual CPI 

inflation is set to remain above 3% over 2022), higher 

mortgage interest rates, weak population growth and 

slowing housing market conditions are likely to ensure 

household spending does not get too far ahead of itself. 

This should ensure that the RBNZ will not have to 

move too aggressively on the OCR lever. 
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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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