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Sluggish start to 2022 retail likely to continue 

• Sluggish start to retail volumes in 2022 following the post-Delta bounce   

• The trifecta of soaring living costs, weaker household balance sheets and sluggish population growth are expected 

to weigh on household spending activity 

• Recession for 2022 cannot be ruled out, but the RNBZ will continue to hike the OCR nonetheless 

 

Summary and implications  

Retail activity started the year in a sluggish fashion as the Omicron outbreak truncated the post-Delta recovery, 

leaving activity 1.1% below mid-2021 peaks. Life looks to be returning to normal, but our view remains that retail 

spending is unlikely to show the same vigour in 2022 as it did during a stellar 2021. The trifecta of soaring living costs, 

weaker household balance sheets and sluggish population growth are expected to weigh on household spending 

activity. Recession during 2022 cannot be ruled out. Despite a subpar outlook for household spending, the RBNZ is 

expected to move forward with OCR hikes, including a 50bp lift tomorrow, with the degree of OCR hikes dependent 

on the persistence of inflation and the sensitivity of the household sector to higher interest rates. 

Details 

Retail trade spending volumes fell 0.5% qoq (2.3% yoy) in Q1, weaker than ASB and market expectations. It 

following as a sequence of pronounced quarterly volatility with retail activity impacted by periodic COVID-19 

outbreaks and lockdowns. Core retail volumes were flat (3.2% yoy). Retail volumes ended the March 22 quarter 1.1% 

below 2021 Q2 record highs (core 0.5% below Q2 2021 levels).   

Retail values rose 0.5% qoq in Q1 (8.0% yoy), with core spending values managing a 0.7% rise (6.7% yoy). This 

compared to an increase of 1.0%-2.9% qoq for core, retail and total card spending values earlier reported that showed 

stronger jumps for services, hospitality and non-retail categories as spending patterns shifted towards pre-COVID-19 

norms.  

Retail Sales

Retail Sales: 2022 Q1 Market ASB

Total volumes (qoq) -0.5% 0.3% 1.5%

yoy 2.3%

Core volumes (qoq) 0.0% 1.0%

yoy 3.2%

Total values (qoq) 0.5%

Total values (yoy) 8.0%

Total retail deflator (qoq) 1.0%

Total retail deflator (yoy) 5.7%
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Retail prices continued to ratchet higher, with prices from the 

retail trade deflator up 1.0% in Q1 (5.7% yoy), slightly below the 

1.8% Q1 jump in overall consumer prices (6.9% yoy). Higher 

prices for fuel (+32.7% yoy) was the notable standout, although 

price rises were becoming more widespread and providing fewer 

places for consumers to hide.  Soaring costs (freight, shipping, 

fuel and food) and reduced resistance to paying higher prices 

are likely to see retail prices expand strongly over 2022 further 

eroding the purchasing power of consumers.   

The sector splits showed a mixed picture with 9 of the 15 total 

retail store-types showing higher volumes: 

• The Omicron outbreak looks to have tempered the retail 

rebound that opening NZ borders posed for hospitality and 

other tourism-related spending. Food & beverage service 

volumes (-0.3% qoq), specialised food sales (-0.3% qoq) was 

down. Accommodation retail only managed a modest 0.9% 

qoq rise after sizeable falls in the last 6 months. Retail activity for these sectors remains well below mid-2021 

levels. The rebound in Apparel retail (0.9% qoq) also looks to be weighed by Omicron. 

• Softer NZ housing market conditions look to be weighing on durable retail. Hardware (-5.5% qoq) and recreation 

retail (-1.5% qoq) went backwards, but more positive signs 

were evident for furniture (1.2% qoq) and electronics retail 

(2.7% qoq). 

• Supermarket volumes rose 0.7% qoq but this followed recent 

quarterly volatility. Elevated food prices could prompt 

consumers to substitute expenditures towards relatively 

cheaper items.  

• Auto sales volumes fell 4% in Q1, at odds with the circa 28% 

Q1 fall in car registrations over the quarter. Timing differences 

could explain the discrepancy 

• Consistent with growing traffic volumes (see our recent note 

here) fuel volumes managed a 2.6% Q1 rise. However, rising 

retail fuel prices are expected to handbrake consumer 

spending going into 2022 
 

Retail headwinds to intensify over 2022 

While life looks to be returning to normal, our view remains that retail spending is unlikely to show the same vigour 

in 2022 as it did during a stellar 2021. The cost of living is now soaring, with annual CPI inflation set to remain around 

7% over the first half of 2022 and with sharply rising debt servicing costs for households. A cooling housing market 

outlook, hits to local and global equities over 2022, and ongoing COVID-19 caution highlight the challenges facing the 

retail sector and household spending in general. Easing border restrictions into NZ will support the hospitality sector 

and travel-related domestic retail, but this will also encourage more kiwis to head and spend overseas rather than buy 

locally and nest build. Population growth looks set to remain lacklustre with many kiwis enticed offshore by the better 

incomes and lower living costs available across the Tasman. Soft consumer sentiment readings point to a weak 

consumer spending outlook. A soft outlook for household spending is expected to weigh on overall activity. 

Recession in 2022 cannot be ruled out.  

Despite a subpar outlook for household spending, the RBNZ is expected to move forward with OCR hikes. Firm 

action is needed to prevent high inflation outcomes persisting. We expect a 50bp OCR hike tomorrow (to 2.0%) with 

the degree to which the RBNZ raises the OCR partly dependent on how persistent the recent lift in inflation will be as 

well as the resilience of the household sector is to monetary tightening. We expect a 3.25% OCR peak by early 2023 

and with the OCR heading lower and towards circa 2% neutral levels in 2024.  

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/People%20Movements.pdf
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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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