
 

 

 

Please refer to the important disclosures at the end of this document. 

Economic Note  
Q4 2021 GDP Preview 

15 March 2022 
 

 

A bounce back Jim, but not as we know it 

• Like Lazarus with a triple bypass, the NZ economy has once again recovered from a stringent lockdown, clawing 
back over Q4 most of its lost output 

• The NZ economy’s resilience over the past eighteen months has been impressive, but headwinds are mounting, 
with capacity pressures, rising interest rates and a more cautious household sector set to bite 

• Growth over 2022 will be slower and patchier, with a booming construction industry and a cash-splashing 
household sector set to play less of a role 

Summary & implications  
We anticipate the NZ economy grew by 3.6% over Q4, following on from a 3.7% fall over Q3 when the country’s march 

back up COVID Alert Levels (remember those) ground a chunk of activity to a halt. Uncertainty is elevated in the 

current environment, but in broad terms, we expect the lift over Q4 to only just take us back to, or even slightly below 

pre-Delta levels of GDP.  That contrasts to the big rebounds witnessed after the first two major lockdowns that more 

than reversed the lockdown plunges. 

New Zealand’s economic performance during the pandemic has been impressive, and among the strongest in the 

world. In many respects, a 3.6% jump after a decline of a similar magnitude remains an impressive feat – at its last 

Monetary Policy Statement the RBNZ was forecasting a lift of just 2.3% over Q4. Having said that, this week’s print is 

likely to hint at challenges that will crimp growth over the course of 2022.  

Key components like manufacturing and construction look set to be facing serious capacity constraints.  Meanwhile, 

the bounce back in services and its adjacent sectors looks to have been softer amid the less certain return to 

normality and anxieties among households about the path ahead. 

Those themes look set to deepen over the course of the remainder of this year. Ongoing supply chain woes, serious 

pricing pressures and the tight starting point for the labour market all bring capacity constraints in focus. Meanwhile, 

rising interest rates, a softer housing market and residual caution about the outlook will keep households from acting 

as the engine of growth they have done over the past eighteen months. A rebalancing beckons, with robust export 

receipts set to pick up more of the slack. 

Where we’re at 
Q4 GDP figures are released by StatsNZ on Thursday 17 March at 10.45am.  We expect that GDP lifted 3.6% over the 

quarter, following on from its 3.7% fall in Q3.  Such a lift would bring GDP back to where it was in mid-2021, or 

perhaps a shade smaller. In the current environment, we once again stress that uncertainty is massive and that it’s a 

mistake to get to heavily hung up on the quarter-to-quarter churn.  

During 2021 Q3, growth held up much, much better than it did during New Zealand’s first lockdown in March 2020, 

falling by just 3.7% versus the 11.2% fall experienced over the first two quarters of 2020. In another contrast with that 
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lockdown, the country’s return back to something 

approaching normality appears slower and patchier.  

The upshot of all of this is that the recovery this time around 

is also likely to have been less dramatic, impressive though it 

may be as continued evidence of the economy’s resilience 

(the RBNZ has previously forecast growth of +2.3% over the 

quarter). Partial data released ahead of the result suggests 

activity in the goods sector (manufacturing and construction) 

regained most of the ground it lost over Q3, but did not 

manage to produce the big overperformances we saw after 

previous lockdowns.  

Among the service sector, similar themes are likely to be evident among the retail and wholesale trade sectors, 

though a big lift in the healthcare sector will also make a sizable contribution to growth. Meanwhile, poor conditions 

have seen agriculture production soften over the spring and summer.  

Where we’re heading 
Beyond that very respectable headline figure, we expect the result to confirm our suspicions that key economic 

supports are losing momentum.  

The construction sector has been a standout post-pandemic performer, buoyed by the hot housing market, cashed-up 

households and favourable lending conditions. But building work over Q4 looks to have underperformed what we 

might have expected given prior building consent issuance and concrete sales. In theory, the sector should have been 

able to operate largely unimpeded over the quarter.  So, while the Alert Level hokey-cokey may have played some 

role, capacity pressures in the sector look to be the main factor crimping activity. 

Looking further ahead, the easing of the housing shortage, rising interest rates and tighter lending standards are all 

set to cool the market further, particularly with population growth set to pick up only slowly from a low starting point. 

Indeed, data over the beginning of 2022 confirm the market isn’t as tight as it once was, and we see a risk that 

construction activity falls short of the pipeline implied by consents issuance. 

Broader capacity pressures are likely to be impacting other sectors too – business survey after business survey shows 

that difficulties securing both labour and raw materials remain top of mind for many businesses. Despite their likely 

decent lifts this quarter, we expect that neither manufacturing nor many of the service sectors recorded the huge 

overperformances that we saw after previous lockdowns.  

We suspect those capacity challenges are at least partly to blame. What’s more, they show few signs of easing in the 

near term and will be a drag on growth looking ahead – most shipping capacity indicators (a good proxy for broader 

logistics challenges) remain as stretched as ever, while we expect the labour market to remain tight over the next 

twelve months. 

Finally, it looks unlikely that the household sector will splash the cash as freely as we’ve become accustomed to. Given 

residual caution among households and the less dramatic shift out of Alert Levels, the post-lockdown splurge in pent-

up spending activity also looks to have been less dramatic than it was back in 2020, leaving retail spending below pre-

Delta levels. Rising interest rates, a softer housing market and residual caution about the economic outlook will keep 

households from acting as the engine of growth that they have done over the past eighteen months.  

The upshot is that we expect growth over the remainder of 2022 to be slower and patchier than it was over 2021, 

even as the opening of the NZ border drives a pick-up in service exports and gradually helps ease labour market 

pressure. We’ve pencilled in a lift of just 0.1% over Q1, but there’s a lot of uncertainty around Omicron’s impact as 

the service sector takes another hit and worker absenteeism poses another challenge for firms already running up 

against capacity woes.  With all that, it wouldn’t be surprising to see a quarter of negative growth over the first half of 

the year. All-up, we see growth averaging just over 2% this year, compared with 5-6% last year. 

 

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/reinz-dec-2021.pdf
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/feb-22-card-spend.pdf
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With the household and construction sectors unable to deliver the same momentum they’ve shown elsewhere during 

the pandemic, a need for economic rebalancing beckons. With NZ export commodity prices running high, the export 

sector will be key.  Along with that will be stronger capital spending, as businesses respond to capacity constraints. 
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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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