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Another comeback, but a bit less springy 

• NZ GDP bounced back 3% over Q4, only partially clawing back the hit it took from the Delta wave 

• The NZ economy’s resilience through the pandemic has been very impressive, though higher-frequency data 
suggests growth has moderated over Q1, as the Omicron outbreak has set in 

• This quarter’s result isn’t the sort of dramatic overperformance we’ve become used to, and hints at broader 
headwinds set to deepen. 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 

 

NZ GDP bounced back 3% over Q4, following on from its 3.6% dip in Q3 when the outbreak of Delta saw the country 

shift to Alert Level 4 for a spell (NB: StatsNZ have revised that Q3 dip from -3.7%).  Today’s print was broadly in line 

with both market expectations and our own forecast (+3.3% and +3.6%), but a fair bit stronger than what the RBNZ 

was expecting in this last MPS (a lift of circa 2.3%).  

All-up, that means the economy is about 0.7% below its peak back in Q2 of 2021, before that outbreak hit. More 

recent data suggests that economic activity over Q1 has been crimped by Omicron, so it won’t be until the latter half 

of the year that we return to Q2 2021 levels of output. 

The economy’s ability to recover most of its lost output swiftly following the imposition of some fairly stringent 

restrictions remains impressive. That experience is a positive sign for NZ’s ability to weather the ongoing Omicron 

storm. Still, the underlying data from StatsNZ does hint at mounting headwinds that mean growth over 2022 is likely 

to be softer and patchier than it has been over the past eighteen months.  

While goods producing industries like manufacturing and construction both recorded sizable lifts, neither was able to 

bounce back to pre-lockdown levels, despite previous momentum. Capacity constraints are starting to bite, while a 

slowing housing market will limit the construction sector’s ability to act as the engine of growth it previously has. 

On a similar theme, retail spending only clawed back about half of its Q3 fall this time around, in contrast to its 

whopping overperformance after the first lockdown. The more uncertain and fitful emergence from Alert Levels this 

time around will have played a role, though higher interest rates, rising inflation and anxieties about the outlook will 

also be weighing on households from here on out. 

With both the household and construction sectors slowing, growth this year is set to be softer and patchier than it has 

been. An economic rebalancing is on the cards, with the export sector needing to pick up more of the slack.  

GDP - December 2021 Previous Actual ASB RBNZ Market

quarterly % growth -3.6 3.0 3.6 2.3 3.3

annual % growth -0.2 3.1 3.7 2.4 3.3

annual average % growth 4.9 5.6 5.8
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The nitty gritty 
A few themes stand out for among the underlying production 

components: 

• A nice bounce back for the goods sectors in line with our 

expectations, though manufacturing and construction failed 

to repeat their previous overperformances. The two sectors 

lifted 6.5% and 8.2% respectively, only partially recovering 

from their falls of 7% and 9.6% over Q3. That contrasts with 

the whopping overperformances of both in the aftermath of 

the first lockdown in 2020 (where they lifted 17.8% and 

51.1% off the back of smaller falls of 11.6% and 25.7%). 

Notably, construction – a big engine of the previous post-

lockdown recoveries – looks to have underperformed 

building consents issuance and concrete sales. Anecdotal and survey data suggests both labour and raw material 

shortages are acting as a serious constraint on many sectors, with construction also facing the headwind of a 

slower housing market and rising interest rates. 

 

• The more modest recovery in retail trade & accommodation suggests there is now more caution among 

households. The sector lifted a mere 6.7% this quarter (below our expectations), only recovering half its 13.1% 

fall in Q3. Previous lockdowns saw pent-up demand build among households, fuelling splurges when restrictions 

did ease (note the 40.3% surge in Q3 2020 off a 21% decline). NZ’s less certain and more gradual emergence from 

Alert Level restrictions will 

have played a role in the 

lower Q4 2021 bounce as 

would concerns over rising 

interest rates and future 

potential COVID-19 

outbreaks.  

 

• The service sector more 

broadly is looking patchy. 

Unsurprisingly, healthcare & 

social assistance notched up 

a decent lift, while 

professional, scientific, 

technical, administration, 

and support services’ resilience over the past two quarters confirms businesses have been well placed to flex 

operations as restrictions have changed. By contrast, education & training and transport, postal and 

warehousing were less impressive. 

 

• Agriculture, Forestry & Fishing has slowed, and looks unlikely to pick up over the first part of 2022. The 

agriculture sector should be less impacted by changes in public health restrictions than others given its status as 

an essential service, but poor weather and broader capacity constraints have constrained output. Climate 

conditions over Q1 suggest production is going to be similarly weak over the first half of 2022, so the sector will 

be relying on high prices rather than volume growth to earn its keep in the export market. 
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Where to from here? 
Activity over Q1 is likely to be flattish to slightly down in our view. While the level of economic activity able to take 

place under the red traffic light is much higher than under Alert Level 3 & 4, mobility data does confirm that activity is 

below usual levels, with households playing a more cautious role. And while per capita case numbers and deaths here 

in New Zealand are pretty low in an international context, periodic worker self-isolations and illnesses are unlikely to 

be helping firms already struggling with capacity pressures.  

Beyond that, the headwinds we’ve noted above look set to remain themes over the remainder of 2022.  

The housing market looks to be cooling as higher interest rates and tighter lending conditions bite, with the effect 

sure to continue flowing into the construction sector. We see risks that building work over the coming quarters fails to 

deliver on prior consents issuance as the housing shortage draws to a close. 

Business survey after business survey confirms that capacity pressures are starting to bite businesses hard, both in 

terms of labour and raw materials, which will constrain the goods sector. Meanwhile, households are well stocked up 

on durable goods after recent spending splurges and are likely to be far more cautious in their spending patterns this 

year, given higher interest rates, rising inflation and broader anxieties about the path ahead. Given the outlook for the 

OCR, CPI inflation, and ongoing geopolitical tensions across the world, those anxieties show few signs of dramatically 

easing. 

Both the household and construction sectors have been big drivers of NZ’s economic resilience through the pandemic, 

but with both facing headwinds and losing momentum, we’ll need new supports. Given sky-high commodity prices of 

late, the export sector looks to be well placed to pick up some slack. 

The upshot is we’ve pencilled in growth of just under 2% this year, a modest pullback in contrasts to the circa 5.6% 

lift over the course of 2021. As ever, we note that uncertainty is heightened in the current environment, and we can 

expect a lot of volatility quarter to quarter as events change. It’s better to pay attention to broad themes than 

quarterly churn. 
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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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