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Spending spree lifts economy 

• We expect Q1 GDP lifted 0.8% qoq, as strong spending by NZ households likely offset the absence of spending 
by international tourists.  

• We expect strong construction activity also supported GDP growth, meanwhile delayed international 
shipments in late 2020 likely shifted economic activity from Q4 2020 into Q1 2021.  

• NZ GDP remains surprisingly volatile and difficult to forecast, we are braced for the possibility of further 
revisions or unexpected outcomes.  

 

 
 

Unexpected Q1 increase in Retail Trade to boost Q1 GDP growth 
StatsNZ will publish its first estimate of Q1 GDP on Thursday 

17th of June.  We expect GDP increased 0.8% over Q1 2021, 

following a year of volatile moves in GDP due to the COVID-

19 pandemic.  National economic output dropped sharply in 

Q2 last year, due to the strict autumn lockdown, but the 

economy recovered quickly over winter.  Looking through 

the quarterly volatility, it appears GDP has largely trended 

sideways since then.  The 0.8% Q1 growth follows a 1% 

decline in Q4 2020, bringing the level of GDP to around 1.1% 

above year-ago levels and roughly equal to where it was in 

December 2019, before the pandemic kicked off in earnest.   

Quarterly GDP is still surprisingly volatile and tricky to 

forecast.  We were surprised by the extent of the Q4 decline 

when it was reported in March.  Likewise, our final Q1 

forecast of +0.8% qoq is considerably stronger than our initial view a few months ago, which indicated a small decline.  

Indeed, the RBNZ’s May Monetary Policy Forecast was for a 0.6% decline in Q1 GDP.  Since mid-May, economic data 

for Q1 have all reported consistently stronger than expected – in particular, the unexpected increase in Q1 retail trade 

volumes.  Furthermore, StatsNZ are also likely to continue to refine and revise their initial estimates of GDP over the 

past year, which could further change our interpretation of the performance of the economy.   

GDP - March 2021 Previous ASB RBNZ

quarterly % growth -1.0 0.8 -0.6

annual % growth -0.9 1.1 -0.3

annual average % growth -3.0 -2.7
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Nonetheless, NZ’s economy has performed comparatively well over the past year.  The strong fiscal and monetary 

policy response over 2020 prevented a sharp deterioration in the labour market, which has supported household 

demand.  In addition, countries which have largely kept COVID-19 out, or kept outbreaks minimal, have economically 

outperformed those countries with widespread outbreaks of the virus.  Nonetheless, with NZ’s international border 

closed to visitors, the tourism sector has taken a hit.  But there has been some considerable offset through increased 

NZ household spending.  Indeed, one of the most surprisingly developments in the Q1 data released over recent 

weeks has been the strength of the Q1 Retail Trade Survey – which posted an unexpected increase in sales of 2.5%, 

vs expectations of a decline. 

Key March quarter industry movements: 
• The Retail Trade Survey lifted 2.5% in Q1.  We had expected a fall in Retail Trade, largely due to the large hole 

in hospitality spending due to the absence of international visitors - international tourist spending typically 

peaks in Q1.  Electronic card spending did decline over Q1 as we had expected, but the Retail Trade Survey 

unexpectedly increased strongly.  The upshot is that spending by NZ households must have been quite strong 

over the quarter – given that this spending has more than made up for the shortfall from reduced spending 

from international tourists.  Spending in the hospitality sector was not as weak as feared – instead it was 

largely flat (see our chart below).  In addition, strong housing construction has supported demand for new 

household appliances and furnishings.   

• Construction on buildings – as measured by the Building Work Put in Place Survey – points to an increase in 

GDP construction activity over Q1, led by strong house building activity.  We saw house building activity 

increase in Q4 also, but were surprised by a large fall in building services over Q4 which saw total GDP 

construction activity fall in Q4.  There is strong evidence that the construction sector is capacity constrained – 

and, as a result, strong demand may not necessarily result in strong GDP growth.    

• Manufacturing activity lifted strongly over Q1, likely supported by strong demand from the construction 

sector along with a recovery in demand for plant and machinery investment.  

• Wholesale trade sales surged through Q1 – this looks to be a catch up following a fall in Q4 – i.e. international 

shipping delays and reports of port congestion in NZ has seen activity shift from Q4 2020 to Q1 2021.  

• The services survey data points to strong services activity over Q1.  In particular, we expect arts and 

recreation to be a strong performer. 

 

 

 

 

 

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/2021q1-retail%20trade%20review.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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