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Under the pump 
 The household sector has been subjected to a number of large and offsetting shocks over recent years. 

  Higher fuel prices are hogging the headlines and are adding to pressures on household budgets.  

 We expect a reasonable outlook for the household sector, although economy-wide annual growth in nominal 

household spending and incomes look set to slow towards 4% per annum over the next few years.   

Summary 
Over the past 12 months, average nationwide petrol prices have surged by more than 40 cents per litre, with prices 

for diesel up approximately 45 cents per litre. For an average household in New Zealand this has likely translated 

into an additional $14 per week being spent on fuel ($710 per annum), but households that use more fuel and 

Auckland households in particular have likely faced much steeper increases. The actual impact on household 

budgets will depend on the extent to which households can cut back on fuel spending. Over the past decade fuel 

usage per household has been on a declining trend, and this looks set to continue.   

Our work finds that households have been allocating more of their budgets to expenditures on “necessities” – food, 

transport and housing – that have largely been driven by higher consumer prices.  Fuel prices are also a key input into 

firms’ production costs and have likely contributed to expenditure increases for other consumer goods.  Conversely, 

the household sector in general has been tightly controlling other expenditures, particularly for “discretionary” 

spending. There are distributional aspects to consider, with rural households and those on lower incomes who 

spend progressively more of their income on food, fuel and housing suffering the biggest hits.   

Higher prices for food, fuel and rising housing costs are likely to further squeeze household budgets.  Where 

possible, we expect households to continue to cut back on fuel use and to generally substitute towards lower cost 

alternatives for essential purchases.  The squeeze on household budgets will also require continued policy support, 

with the OCR needing to remain low and with more income support required for lower income households. Both 

look likely to eventuate.  Higher wage demands are likely to surface as households grapple with rising costs. We 

expect overall wage growth to rise, but the patchy demand environment and competitive pressures may limit the 

extent to which pay packets will firm. 

We expect a reasonable outlook for the household sector. Household disposable income growth should be 

supported by strengthening export and labour incomes, and increases in Government assistance and transfer 

payments.  However, slowing population growth is likely to slow economy-wide growth in nominal household 

spending and incomes towards 4% per annum over the next few years. Higher incomes will support higher spending 

per household, but the best years for household spending growth look to be behind us in this economic cycle.    
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A key player 

The household sector accounts for the bulk of income earned and expenditures within the economy. Household 

spending values (private consumption plus expenditure on residential investment) are cyclical and have been flat as a 

share of nominal GDP over the last 30 years. Household disposable incomes are also cyclical and we expect them to 

recover from current troughs as wages and producer incomes firm. The gap between household spending and 

incomes largely reflects spending on residential investment, but the New Zealand household sector also generally 

consumes more than it earns.  

The household sector has been subjected to a number 

of large and offsetting shocks over recent years.  

Employment growth has been robust and the elevated 

Terms of Trade have boosted the purchasing power of 

the household sector. Wage growth, however, has 

remained benign in relation to pressures on labour 

market capacity. Looking ahead there are some specific 

headwinds (near-record fuel prices and a moribund 

housing market), but also some tailwinds (low mortgage 

interest rates, and the boost provided by the 

Government’s Families package).  

Table 1: Influences on NZ household spending 

Boosters Maintainers Headwinds 

   

Families Package Consumer confidence – 

current conditions 

Fuel prices at record highs. 

 

Strengthening wage growth outlook  Slowing employment growth 

Close to record Terms of Trade  

 

Slowing housing market 

Falling mortgage interest rates  Lower deposit interest rates 

Rising export sector incomes  Slowing population growth 

Tourist spending  Weak retail sector confidence 

  Consumer confidence – expectations 

Source: ASB 

How have Household Expenditures fared? 

To see how these forces play out, we take a look at average 

household expenditures.  According to the triennial Household 

Economic Survey (HES) produced by Statistics NZ, average weekly 

household expenditure was just over $1,300 in the March 2016 year.  

On average, households devoted more than 35% of total 

expenditures to housing costs and debt servicing, around 15% on 

transport and close to 20% on food.  

Nominal expenditures per household have increased by close to one-

third between the March 2007 and March 2016 years (the latest 

available date of the HES survey) at an average increase of just below 3½% per annum or an average of around $50 

HOUSEHOLD WEEKLY EXPENDITURES
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per week per household.  In inflation-adjusted terms, household expenditure growth averaged 1½% per annum.   

By supplementing the HES data with other sources it is possible to track household expenditures over the last 20 

years. Since the late 1990s average household expenditures on housing, food and transport have generally 

outstripped that of other categories (top chart). Partly related to this are rising consumer prices for these 

components (bottom chart). 

Expenditures on other “necessities” such as electricity, 

health and education have also been trending up. 

Expenditures on transport have been more cyclical, likely 

reflecting oscillations in fuel prices and the increasing 

popularity of air passenger transport.  Expenditures on 

more “discretionary” types of goods and services – 

including tobacco & alcohol, apparel, and recreation & 

culture – have not moved much over the last decade. 

Prices for some of these goods and services have fallen 

given advances in technology (e.g. communications), but 

there has also been a cutback on expenditure volumes 

for other goods and services (e.g. tobacco) in response to 

sizeable increases in prices and general lifestyle changes. 

Despite the sizeable falls in interest rates, average debt 

servicing costs have also drifted higher (top chart), driven 

by climbing average debt levels per household.   

Recent history  

Our estimates suggest that the increase in household 

expenditures slowed from an average of around $75 per 

week in the June 2017 year, to around $60 per week in the 

June 2018 year.  All up, increases in food, transport and 

housing expenditures accounted for around 80% of the 

increase in household spending. Driving the moderation in 

weekly spending were lower expenditure increases for 

discretionary spending, education, transport and food.  

More moderate increases in transport spending in the June 

year were registered despite the approximate 10% increase 

in petrol prices, with lower airfare costs influential. Still-

climbing household borrowing and persistent increases for 

dwelling rents, local authority rates and property 

maintenance resulted in higher increases for housing and 

debt servicing. 

Rising fuel prices hog the headlines 

According to the latest estimates provided by the Ministry of Business, Innovation and Employment (MBIE), average 

discounted nationwide prices for unleaded 91petrol have surged by around 42 cents per litre, a 23% increase over the 

past 12 months.  Diesel prices have risen by around 45 cents per litre over this period (up 38%). What will be the 

impact on household budgets?  According to our estimates, average fuel usage of the household sector is 

approximately 32 litres per household per week.  Assuming fuel usage remains at this level, an extra 42-45 cents per 

litre for fuel prices would add roughly $14 to weekly household expenditures or an additional $710 per annum.  The 
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Auckland Regional Fuel Tax would see Auckland households paying an extra $3-4 per week on top of that. Households 

who use more fuel than the nationwide average – typically families with children and rural households who have to 

drive longer distances and do not have viable public transport alternatives – will also be paying more.  Ouch. 

However, the actual impact of higher fuel costs on 

household budgets will depend on the extent to which 

households can cut back on fuel spending. Indeed, our 

research using household expenditure, consumer price 

and retail trade data suggests that average fuel 

consumption per household has been on a downward 

trend over the last decade. Average fuel consumption 

has dropped from around 40 litres per household in late 

2008 to around 32 litres per household at present. 

Linked to the cutting back of fuel usage could be the 

steady increase in retail fuel prices, with a reasonably 

close inverse relationship evident in recent years.  

Higher fuel costs could have a more widespread impact 

on wider household expenditures via triggering price 

increases elsewhere. One route could be raising inflation 

expectations of wage and price setters. Another could be 

via raising costs to the retail sector, part of which will be 

passed onto consumers.  According to 2013 input-output tables produced by Statistics New Zealand, vehicle fuels 

constitute approximately 12-15% of inputs into the road transport sector. As such, a 10% increase in fuel prices would 

increase costs to the road transport industry by 1.2%-1.5%. Diesel prices have risen by close to 40% over the last 12-

months, taking the increase in costs to the sector to around 5%. About 35% of the disposition of the road transport 

sector is used to generate private household consumption so there will likely be an impact on overall consumer prices. 

We have made some allowance for both of these channels in our estimates. Our estimates are indicative and depend 

on the pricing decision of firms, but tentatively suggest that households have faced up to at least a $20 weekly 

increase in expenditures over the last 12 months that was related to higher fuel prices. 

Short-term outlook for the wider household sector 

To estimate what household expenditures will be, we use 

our latest economic forecasts to project economy-wide 

household expenditure patterns through to mid-2019. 

Importantly, we assume that residential investment 

activity will continue to climb until peaking in mid-2019. 

This should support expenditures on housing and 

purchases of consumer durables. Recent declines in 

consumer sentiment, if acted upon by consumers, 

present some downside risk.   

Another major determinant on household expenditures 

is higher costs for fuel, food and housing. Our earlier 

research on the short-term inflation outlook had 

highlighted the risk of cost shocks emerging and 

translating into higher consumer prices.  This indeed 

appears to be the case, with annual headline CPI inflation likely to end 2018 at around 2.4%, a six-year high. 
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Our estimates suggest that expenditure growth for the June 2019 year looks set to pick up to around $70 per week 

per household. Underpinning much of the increase of household expenditures will be price rises for “necessities” 

(such as fuel, food, housing), which would still account for more than half of the increase in household expenditures.  

Interest rates for borrowers have declined and are around multi-decade lows, but increasing debt levels are likely to 

see average debt servicing costs edge higher for households. We envisage that lower tertiary education fees should 

likely contribute to modest overall household expenditure increases for health and education. 

Rising transport costs looks set to increasingly erode household purchasing power, with our estimates suggesting 

households will be forking out close to an additional $20 per week in the June 2019 year. Around half of this 

increase is directly attributable to higher expenditures on fuel, and much of the remainder for transport is also likely 

to be oil price-related. Higher housing costs look set to add just under $15 to weekly household expenditures. This is 

about half of the increase from the June 2018 year and largely reflects a less buoyant housing market backdrop.  

Nevertheless, construction costs, dwelling rents, local authority rates, dwelling maintenance are expected to continue 

to climb given housing shortages, capacity constraints, and funding pressures facing local government. 

Pending price increases for miscellaneous goods and services are likely to continue to push up household 

expenditures. We also expect discretionary spending to lift, as both prices rise (driven by higher import and wage 

costs) and as higher household incomes support demand.   

Distributional Implications 

We note that using simple averages does not capture the 

considerable differences in incomes and expenditures across 

the entire household sector, and hence the varying 

sensitivities to specific shocks.   

According to Statistics NZ figures, household expenditures 

tend to rise with incomes, with weekly expenditures for the 

highest 20% of household income earners being more than 

twice that of the bottom 20% of the income distribution.  

Lower income households spend progressively more of 

their income on food, housing & debt servicing. As such, 

they have copped a greater proportionate hit from higher 

housing and food costs over recent years. Transport 

spending is 13-15% of expenditures for all of the household 

income quintiles, but it seems likely that fuel costs would 

form a higher proportion of transport expenses for lower income households. Discretionary spending tends to 

increase with incomes, both in an absolute sense and proportionate to incomes. Prices for discretionary items have 

barely budged over the last 20 years, and in some cases have fallen. As such, higher income earning households have 

accrued a larger share of the benefits from low consumer price inflation. 

Regional dimensions 

According to the 2015/16 Household Economic Survey (HES), average household gross expenditures were around 

$1,300 per week in NZ. Average household expenditures are generally higher in Auckland ($1,555 per week) than in 

the rest of the country, as are Auckland incomes. Persons per dwelling tend to be higher in Auckland (3.2 according to 

the 2013 Census) than the rest of the country (2.7), which can partly explain the Auckland ‘premium’ for  household 

income and expenditures.   
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With the exception of tobacco & alcohol and heath 

expenditures, average household expenditures tend to be 

higher for Auckland households than other regions. 

Aucklanders’ spend proportionately more of their income on 

housing (27% of income), debt servicing costs (12%) and 

proportionately less on other categories, including recreation, 

tobacco & alcohol and health than other regions.  South Island 

areas tend to spend proportionately more of their incomes on 

transport, with climbing fuel prices expected to deliver greater 

proportionate hit to South Island households.  

Outlook for Household disposable incomes 

How will this additional expenditure be funded? With the 

housing market (and associated wealth effects on consumer 

spending) largely on the backburner our core view is that 

movements in household income will increasingly become a 

more influential driver of household expenditures. Borrowing-

led spending is likely to be replaced by income-led 

consumption, a positive sign for the duration of the 

expansion.  

For household incomes there are some offsetting influences. 

Stretched labour market capacity suggests there is limited 

scope to grow labour incomes by increasing labour utilisation. 

There is some scope, however, scope to increase labour hours 

within the existing labour force. We also believe that household 

incomes will be supported by pending increases in wages. The 

lower NZD may result in higher consumer prices but it will be a 

boon to export sector incomes. Lower interest rates will 

dampen interest incomes.  The Government Families Package  

will also boost transfer payments to lower income households. 

By adding up the individual influences, our estimates suggest that 

household disposable income growth slowed from around $55 

per week per household in the June 2017 year to just under $50 

per week per household in the June 2018 year.  In the June 2019 

year, however, household disposable income growth looks set 

to firm by around $65-70 per week per household, courtesy of 

strengthening labour incomes, increasers in transfer payments 

and rising export incomes. 

The other significant influence for the economy will be 

population growth.  Our forecasts suggest that annual 

population growth is set to slow from close to 100,000 persons 

per annum by mid-2017 to around half that by 2021. Driving this 

will be moderating net immigration. Household formation is also 

expected to slow, albeit to a more modest extent.  All up, our 

estimates suggest that total nominal household spending growth will slow towards 4% per annum over the next 

few years. Driving the moderation will be slowing residential investment growth. Income growth is expected to 

remain reasonable over this period.   
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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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