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And now, the slowdown 

• It looks like the NZ economy lifted 0.6% over the three months to March, despite the Omicron outbreak. 

• The future is more important than the past and, on that front, growth is set to slow over 2022 and 2023. 

• Like Murder on the Orient Express, a plethora of headwinds are ready to stick the knife in, with higher interest 
rates, ongoing cost pressures, slowing construction, softer agriculture production and more cautious households 
in the frame. 

 

Q1 GDP figures are out on Thursday 16 June at 10.45am.  We expect that GDP lifted a modest 0.6% over the quarter, 

following on from its post-Delta bounce back of circa 3% in Q4.  This leaves the economy still a little bit smaller than it 

was before the country went back into lockdown last August. That’s not a bad performance considering the Omicron 

wave hit over the course of the quarter, hitting a chunk of the labour force and crimping some retail spending. 

The future is ultimately what matters, so while NZ’s economic resilience thus far has been impressive, we need to 

be mindful growth is still set to slow this year. A fair chunk of the lift this past quarter was probably the continued 

bounce back from last year’s lockdown.  For example, there was still a chunk of construction activity in the pipeline to 

work through, and probably a bit of pent-up demand from households as well. We don’t expect that momentum to be 

sustained, given the mounting headwinds on the way.  

Those headwinds set to hit the economy are manifold and interrelated. Widespread capacity constraints continue to 

heavily impact many sectors, with both labour and many raw materials in short supply. Inflation remains prevalent in 

part thanks to those same dynamics. Interest rates are set to rise. Construction is slowing as credit conditions tighten 

and the housing shortage eases. House prices will retrace from their highs. Agricultural production has been poor 

after a run of poor weather. Households will be less likely to open their wallets in light of the above after the spending 

binge of the past couple of years. It's a bit like Murder on the Orient Express, where instead of one culprit, almost 

every character turns out to be behind the crime (we apologise for the spoiler, but it was published 88 years ago). 

None of these are unique challenges for New Zealand – the circumstances faced by the global economy are 

challenging and there aren’t any quick fixes. And its not to say the economy doesn’t have real strengths too – we are 

optimistic NZ exports will hold up well thanks to high prices and resilient global demand. But growth will be slower 

over 2022 and 2023 than it was in 2021 – closer to 2.0-2.5% and 1.0-1.5%, respectively, than the 5.6% lift last year. 

Interest rates are set to keep going up this year even as growth slows. While the economy may be losing 

momentum, the starting position for the labour market is extremely tight with unemployment low and wage 

pressures set to tick up. The upshot is that getting inflation under control is still the priority for the RBNZ for now, and 

we still see the OCR hitting 3.50% and mortgage rates moving a bit higher over the remainder of the year. 2023 is 

when the calculus will start to get a bit tougher, particularly if the housing market slowdown deepens more than we 

expect. 
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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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