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Outdated 

• We expect Q4 GDP increased 0.6%, with annual growth slipping to 1.8%.   

• The Q4 GDP release is essentially outdated information, with attention focused on how the economy will be 
impacted by the COVID-19 coronavirus pandemic.  

• We expect no growth over H1 2020, uncertainty over the short-term economic outlook is very high and there is 
a strong risk of the NZ economic slipping into a technical recession.  

Summary & implications  
Q4 GDP is released on Thursday 19th March at 10.45am and we expect quarterly growth of 0.6% vs the RBNZ’s 

February MPS forecast of 0.4%.  The COVID-19 coronavirus outbreak over the early months of 2020 has reshaped 

the NZ and global economic outlook, making Q4 2019 GDP outdated information and its publication will likely have 

little to no impact on financial markets and carry limited implications for policy makers.  We expect no growth over 

H1 2020 as a result of the global spread of COVID-19.  Uncertainties are very high and it’s likely that growth may turn 

out to be even weaker than our current forecasts suggest.   We expect the RBNZ will cut the OCR by 25 basis points 

apiece in March and May but acknowledge that the risks are quickly growing of a 50 basis point cut in March.  

 
 

Q4 GDP growth may have held up better 
than some indicators suggested 
We expect Q4 GDP lifted by 0.6%, seeing annual growth 

slipping to 1.8%.  The global coronavirus outbreak over the 

early months of 2020 has reshaped the NZ and global 

economic outlook, making Q4 2019 GDP outdated information 

and its publication will likely have little to no impact on 

financial markets and carry limited implications for policy makers.    

For the record, the partial indicators for Q4 GDP were somewhat stronger than we had expected given the low level 

of business confidence and business activity indicators which prevailed over the quarter.  Business confidence had 

started to stabilise during Q4, and, on some measures, confidence had started to improve (albeit still at low levels).  

GDP - Dec 2019 Previous ASB RBNZ

quarterly % growth 0.7 0.6 0.4

annual % growth 2.3 1.8 1.6

annual average % growth 2.7 2.3
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Retail and housing look to be pockets of strength  
• Retail trade activity growth remained reasonable over Q4, building on top of strong growth in Q3.  

• We have assumed some “payback” in transport, postal and warehousing after a sharp 2.4% drop in Q3.  

• A lift in housing market activity is likely to support growth in real estate services.  

• However, indicators suggest muted growth for business services (professional, scientific, technical, 

administration, and support) and arts and recreation and other services.  

• We expect lower forestry output to be a drag on agricultural production.  The forestry sector was already 

under pressure over 2019 due to an unexpected supply increase from Europe.   

Coronavirus will halt H1 2020 GDP growth 
For Q1 2020 we have pencilled in a 0.1% qoq contraction in GDP growth.  This fall is largely due to a contraction in 

exports of services as the coronavirus outbreak in mainland China prompted a ban on Chinese visitor arrivals which 

make up 10% of NZ’s visitor arrivals.   There will also be 

some impact on education services.   

For Q2, we have pencilled in 0.1% qoq increase in GDP 

(essentially flat GDP over H1 2020), but it is far too early 

to say what the impact on NZ economic activity will be 

over Q2 as the situation continues to change 

dramatically on a daily basis.  In any case, with global 

tourism demand slumping it’s likely to be another weak 

quarter for the economy (and quite possibly another 

negative quarter which would put NZ into a ‘technical’ 

recession).  Only time will tell how the pandemic will 

impact the broader NZ economy, particulary from virus 

containment measures such as social distancing, cancelled 

events and business disruption.  

Policy support required from all  
We recently lowered our growth forecasts to account for coronavirus disruption which is likely to weigh on both the 

NZ and global economy over 2020.  Central banks around the world have leapt into action over the past few weeks, 

and we expect that the RBNZ will join the rate cutting chorus on March 25.  The onus will continue to sit with the 

Government to support those sectors most impacted and help the economy get quickly back on its feet once the virus 

threat has peaked. 
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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 
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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.   


