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The good, the not-so good and the ugly 
• NZ’s timely healthcare and economic policy responses have meant that the impacts of COVID-19 restrictions on 

the NZ household sector may not have been as damaging as they could have otherwise been. 

• Nevertheless, the economic costs of the outbreak are sizeable and are likely to cumulate over time, with COVID-

19 adding another layer of uncertainty to the household outlook. 

• Our hope is that the household sector takes the COVID-19 hit on the chin and staggers on. The risk is that 

consumers retrench, deepening the downturn.   

Summary 

The impacts of COVID-19 have been highly uneven on households. On the positive side, NZ’s border restrictions and a 

dose of good luck have helped contain COVID-19 and reduce the fallout to a sizeable chunk of the household sector 

and the economy in general. COVID-19 restrictions in NZ have not been as long-lasting as they have in other trading 

partners and lockdowns where have been reasonably brief, reducing the damage to the circa 60%+ of retail deemed 

to be non-essential. Economic policymakers have also stepped up to the plats, front-footing stimulus to support 

incomes, reduce borrowing costs and generally buy some more time for impacted households. 

Some households look to have adapted to the challenges posed by the COVID-19 outbreak reasonably well, have 

strengthened their balance sheets and may even have enjoyed the additional flexibility of changing working 

environments. Moreover, the front-loading of policy stimulus and a brief lull during the COVID-19 storm provided a 

honeymoon period for some households and retailers. Record low mortgage interest rates and more returning kiwis 

helped to boost the residential property market and other interest-rate sensitive pockets. Local tills have also been 

supported by the substitution of spending that had been earmarked to head overseas, government income support 

measures and by the time of year in which overseas visitor numbers are typically at a lull. 

There are some clear negatives, however. The closure of the NZ border has delivered a circa 3-5% of GDP hit that can’t 

easily be made up. Spending by overseas visitors has slowed to a trickle and is unlikely to recover its mojo until border 

restrictions are significantly relaxed. Firms and households exposed to the tourism and hospitality sector are bearing 

the brunt and have already suffered significant hardship.  The impact of the closed border for tourism and educational 

students will be felt more acutely in the summer months. Firms and households look to be adapting to the physical 

distancing requirements posed by higher Alert Levels, but economic activity is still weaker, particularly with some 

fiscal support measures rolling off.  Some of the effects are cumulative with households and firms in a weaker position 

and less able to sustain softer conditions.   

Our view is that we are unlikely to see consumer demand recover to the extent it did post the first lockdown. We also 

suspect economic divides will widen as government policy support measures subside and retail interest rates fall. 

The current climate is still highly uncertain, with COVID-19 yet another known unknown to contend with. The hope is 

that the household sector takes the COVID-19 hit on the chin and staggers on. The risk is that many households 

retrench and build up saving buffers, deepening the current downturn. The summary table at the back of this note 

highlights some of the key influences pertaining to the household sector, along with a selection of charts.  
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It’s a mixed household picture 
As we outlined in our latest economic forecasts, the NZ economy has come out of the major lockdown better than we 

had previously expected and we have modestly revised up our short-term forecasts for the labour market and the 

housing market, two key barometers pertaining to the household sector.  However, we remain cautious over 

prospects in the years ahead, with the household sector yet to fully experience the economic hit posed by COVID-19.  

The outlook for the household sector is mixed, with parts of the sector exposed to offsetting shocks.  Here, we run 

through some of the influences impacting the wider household sector and we conclude with some key observations. 

The Good 

- NZ’s border restrictions and a good dose of luck have largely ensured that COVID-19 has been contained, 

ensuring that COVID-19 restrictions in NZ have not needed to be as long-lasting as they have been overseas. 

Lockdowns have been reasonably brief, with our COVID-19 chartpack showing restrictions here are currently less 

stringent than they are for trading partners. 

- There has been a tangible improvement in the hard activity data and forward-looking indicators in recent 

months, providing hope that the economic costs of the Alert Level restrictions may not be as high as previously 

thought, either as a result of firms and households being more adaptable than previously assumed, or the impact 

of policy support measures and other offsetting influences having more of an impact. Our COVID-19 chartpack has 

showed a recovery in traffic volumes, and signs of increasing mobility that suggests activity in the household 

sector has swiftly bounced back from the lockdowns. 

- NZ Card spending data collated by MBIE suggest that spending by domestic cardholders has strongly rebounded 

from both the April and August tightening in restrictions, rising above year-ago levels.   Households have been 

spending more on kitting out their homes.  

- NZ’s skill (and luck) in managing the outbreak has increased its standing and reputation as a global safe-haven, 

increasing its allure as a migration and investment destination. In a recent study, NZ was the 2nd safest country in 

the world out of over 250 countries in terms of its economic, social and health stability.  

- The starting point for resident population growth was strong, with resident population in June cracking the 5 

million person mark, 2.1% higher than the prior June year. Net immigration inflows were strong, with a net inflow 

of 76,000 persons in the July year. Arrivals of NZ citizens has continued to run at a strong 115,000 person 

annualised pace.  Very few NZ residents are leaving. What’s more, Statistics NZ reported that around 100,000 

visitors remained in NZ in August compared to around 250,000 prior to the lockdown. 

- Supporting domestic spending has been the fact that departures of NZ resident tourists overseas have cooled 

faster than arrivals of overseas tourists. The Q2 GDP figures (see our take here) showed an 81.4% qoq fall in 

overseas tourism spending by NZ residents. That made up about 70% of the consumption shortfall from lower 

overseas visitors to NZ. The time of year has also helped. The winter months typically see more NZ residents head 

overseas than we see overseas visitors arrive. 

- Household balance sheets were strong going into COVID-19, with figures from the RBNZ showing net household 

wealth running at about $1,824bn in the March 2020 quarter, a record high. Moreover, it’s not just houses; 

figures for the June quarter showed a lift in net financial wealth to $915bn (from $895bn in Q1).  

- Government policy – including the $16.5bn wage subsidy – has helped keep people in jobs and limited the initial 

fallout from COVID-19 onto the labour market and consumer spending in general. This has provided firms and 

households with some valuable breathing space.  

- Mortgage interest rates have fallen considerably since March and are expected to continue to set fresh lows.  

We expect continued falls in mortgage interest rates, with our mortgage interest rate forecasts suggesting some 

fixed rate mortgages will dip below 2% next year if the OCR is cut to -0.50% in April. 

- Lower carded mortgage rates have also enabled existing borrowers to refinance borrowing. Fixing a 25-year 

$500,000 loan at 2.55% for 1-year (ASB 1-year carded rate) would save more than $350 in monthly repayments as 

compared to the same special 1-year loan on offer this time last year (3.90%). What’s more, the RBNZ has put in 

place and extended (until 31 March 2021) a mortgage deferral scheme offering cashflow relief to borrowers.   

- The housing market has performed considerably better than initially thought, with prices moving higher as 

opposed to the sharp falls expected. All up, we expect house prices to be little changed over the next year or so. 

- The overseas tourism tap is largely off, but this runs both ways.  The winter months are typically some of the 

busiest for kiwis holidaying abroad. Households with the means look to be recycling funds for the overseas trip 

into domestic spending, opting to see more of NZ, buy a new car and upgrade their current dwelling.  

https://www.asb.co.nz/content/dam/asb/documents/reports/quarterly-economic-forecasts/quarterly_economic_forecasts_sep_2020.pdf
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/asb-covid-chartpack-18sep.pdf
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/asb-covid-chartpack-18sep.pdf
https://mbienz.shinyapps.io/card_spend_covid19/
https://www.dkv.global/covid-safety-assessment-250-regions
https://www.stats.govt.nz/information-releases/national-population-estimates-at-30-june-2020
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/gdp-review-q2-2020.pdf
https://www.rbnz.govt.nz/statistics/c22
https://www.asb.co.nz/content/dam/asb/documents/reports/home-loan-rate-report/home-loan-rate-report-26August-2020.pdf
https://www.asb.co.nz/content/dam/asb/documents/reports/home-economics/housing_insights.pdf
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- The enforced go-slow COVID-19 delivered may have provided a temporary boost to some household finances. 

Credit figures from the RBNZ confirm that NZ consumer loans fell to roughly 3-year lows in July ($14.9bn), an 

approximate $2bn fall on late 2019 levels.  The average credit card balance ($6,230 in July) was 13% lower than a 

year ago.  

- Most households tend to think that the impact of COVD-19 on their finances will prove short-lived. ANZ and 

Westpac consumer confidence surveys both show a positive net balance of respondents (+27% and +11%, 

respectively, for the August and Q3 surveys) expecting an improved financial position over the next year.  

- Tumbling mortgage interest rates have bolstered housing affordability for would-be home buyers and have 

supported the demand for credit. According to RBNZ figures, new mortgage commitments in July were a record 

high $6.6bn, with close to 30% growth in commitments for first home buyers (to $1.3bn).  

- At the same time, bank deposit balances for households have soared, with a close to $12bn increase since 

February. This reflects a roughly $7bn increase in savings accounts and a $6bn increase in transaction accounts, 

with households continuing to modestly run down term deposit balances. 

- The outbreak has resulted in lots of workers spending more time at home, with some enjoying the increased 

flexibility. Statistics NZ estimates suggest more employees worked from home than outside the home during the 

Level 3 and 4 lockdowns in April/May. Now that working from home has become less of a novelty, many of these 

workers have upgraded home offices.  

- Mortgage debt has picked up, but this looks to be more related to the resurgent housing market than signifying 

an increase in loan arrears. What’s more, NZ households have injected more funds into the housing market than 

they have withdrawn, suggesting the housing market is not being used to directly finance consumer spending. 

This provides more durability to the consumer spending outlook.   

- Our Terms of Trade are currently at record highs, a source of considerable support to the household sector. 

Food exporters are generally doing very well, but the elevated Terms of Trade has helped keep the NZD higher 

than it would otherwise be and helped cap increases in imported costs to many households.  

- KiwiSaver balances are likely to have benefitted from the global rebound in equity markets since March. RBNZ 

figures confirmed a June quarter climb in net household wealth to a record high $915bn (from $895bn in Q1).  

People who switched to more conservative funds in the depths of the downturn would have learnt an important 

lesson. Moreover, IRD figures suggest that the number of hardship withdrawals from KiwiSaver has remained 

comparatively low. In the April-to-July period there were only 1,143 withdrawals/suspensions due to financial 

hardship. Active KiwiSaver numbers actually increased to 3.06 million members.   

The Not-so good 

If you fall in the above camp, count yourself lucky. The going has been tougher for the majority of households.  

- Government support measures are quickly burning through a lot of cash and will not last indefinitely. The wage 

subsidy and extension will largely phase out over the next month or two. Rising government debt now means 

tighter fiscal positions in the future and less support for household spending. 

- Many firms and households have arguably run down much of their reserves since the lockdown and will not 

bounce back as quickly when demand conditions improve.  

- Consumer sentiment is decidedly lukewarm, with consumers expecting a difficult period ahead for the 

economy, but not fully accepting this will translate into a significant hit to their own finances. The reluctance of 

consumers to commit to major purchases is telling. 

- There has been a notable improvement in business sentiment, but firms’ employment intentions remain weak. 

- Household saving was low going into the pandemic, with the Household Income and Outlay Account showing 

households have been spending more than they have been earning since the March 2014 year. We’re sceptical of 

these figures, but still believe many households had already been cutting it fine and didn’t have much of a savings 

buffer to fall back on in tougher times. 

- MBIE figures highlight there has been a rotation in expenditure underway as consumers have spent more on 

nestbuilding, but less on fuel, travel, accommodation and eating out. Online spending looks to have grown. 

- Consumers look to be cutting back on discretionary spending, with the August Electronic Cards Transaction figures 

showing hospitality and apparel spending to be close to 20% below pre-COVID levels.   

- There is the risk of periodic COVID-19 flare-ups and the subsequent clamping down on spending. Just look at 

what happened to August card spending, with MBIE figures confirming a close to 30% annual dip in Auckland 

spending during the Alert Level 3 lockdown, compared to the milder 8% fall nationwide.  

https://www.rbnz.govt.nz/statistics/c5
https://www.rbnz.govt.nz/-/media/ReserveBank/Files/Statistics/tables/C30/July%202020-LVR-key-points.pdf?revision=7491a254-663b-401f-9f9f-156aedf93e0d
https://www.stats.govt.nz/news/four-in-10-employed-new-zealanders-work-from-home-during-lockdown
https://www.rbnz.govt.nz/statistics/c22
https://www.ird.govt.nz/about-us/tax-statistics/kiwisaver
https://mbienz.shinyapps.io/card_spend_covid19/
https://mbienz.shinyapps.io/card_spend_covid19/
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- Wage growth is slowing, with the 0.2% Q2 rise in the Labour Cost Index the lowest since late 1994. 

- The policy response by global central banks has been to cut retail borrowing costs. However, the cash-flow 

impacts are uneven and will tend to accrue to typically higher income households with lower spending 

propensities. Figures from the 2018/19 Household Economic Survey (HES) suggest roughly half of the top 20% of 

household income earners are still making mortgage payments, versus just 15% for the bottom 20% of household 

income earners. Of all homeowners, about 52% make mortgage payments, roughly one-third of total households. 

Of the bottom 20% on the household income ladder, 44% live in rental dwellings versus less than 20% for the top 

20% of household incomes. Around 65% of NZ households own their own home according to the 2018 Census.  

- Banks have provided a lifeline to struggling mortgage holders with the loan deferral scheme, which has been 

extended a further six months to the end of March 2021. However, this debt still needs to be paid back. 

Consumer debt has eased, but annual growth in housing debt accelerated to 6.4% in the July year to $286bn. 

- Consumer lending has fallen, but stresses in the sector have grown. RBNZ figures  at the end of August confirm 

that just under 68,000 of consumer loans (average exposure $5,629) worth $382m have missed payments. By 

comparison, just 10,352 housing loans (worth $2089m) had missed payments.  

- Lower retail interest rates may have provided a lifeline for borrowers, but they have been anything but for 

savers on term deposits. For example, monthly after-tax interest income on a current 1-year term deposit of 

$500,000 at 1.25% is around $515 lower than the income available with a 2.75% rate invested this time last year. 

Low inflation has partly offset the blow, but there are only so many ever-cheaper LED TVs you need. 

- Moreover, domestic credit conditions are likely to be changing as banks become more circumspect with lending 

standards. Interim June figures from the RBNZ Credit Conditions Survey suggested that while NZ banks reported 

no material changes to their serviceability standards, they noted COVID-19 has resulted in greater income 

uncertainty. Banks therefore expect to perform more thorough due diligence to assess income and job security as 

part of the loan approval process. 

- Housing affordability has not improved to the extent we would have hoped given record low mortgage interest 

rates. Debt servicing is low, but finding the deposit is a mammoth task for those first home buyers who do not 

have recourse to the Bank of Mum and Dad. 

- The growing number of empty shops on most high streets is a tell-tale sign. NZ is not the only one, with 

increasing commercial and retail vacancies apparent in the Asia Pacific region, according to CBRE figures. The 

rapid growth of e-commerce will force retailers to reassess the role of bricks-and-mortar stores. 

The ugly 

This is really where the COVID-19 rubber hits the road. Much of these impacts pertain to the labour market and the 

sectors that are most exposed to COVID-19. We also see these influences as having more of a pronounced dampening 

impact on prospects for the household sector as opposed to the more faster-acting support measures.  

 

- Recent improvement has been out of a very deep hole. Q2 GDP figures showed a record 12.1% Q2 fall in private 

consumption (-11.4% yoy), in a similar ballpark to falls in Australia. Spending by visitors to NZ plummeted (-48.6% 

qoq, -50.9% yoy ) in Q2. 

- With NZ’s borders largely shut, NZ population growth is expected to slow. Courtesy of restrictions on people 

coming into NZ, we expect permanent and long-term arrivals to slow from close to 160,000 persons in the June 

2020 year, to around 20,000 persons in the June 2021 year.  The relative safety of home is expected to keep NZ 

departures low, but the expected 10,000 net permanent and long-term person immigration inflow for the June 

2021 year, represents a 1.5 percentage point decline in population growth from the prior year.  

- Shrinking tourism arrival numbers to NZ will increasingly impact. Our work suggests that the closed NZ border 

for tourism and education exports knocks around 3-5% off NZ GDP per annum (circa $10-15bn). Forecast tourism 

job losses are not as dire was they were at the start of the pandemic but will easily run into the tens of thousands. 

There will be knock-on effects on wider household spending. MBIE tourism forecasts made pre-COVID, in which 

visitor arrivals were to hit 5.1 million persons in 2025, are looking hopelessly optimistic. Visitor arrivals in the 

three months to July were slightly less than 10,000 persons, as opposed to the close to 690,000 arrivals in the 

same period last year. Summer is the peak season for overseas visitor numbers, with typically 200,000 more 

visitors in the summer months than kiwis heading overseas. Fewer overseas tourists have significant dented 

retail demand. Latest figures from MBIE suggest international visitor spending is around 70% below year-ago 

levels after falling to around 10% of year-ago levels during the lockdown.  

https://www.stats.govt.nz/information-releases/household-income-and-housing-cost-statistics-year-ended-june-2019
https://www.nzba.org.nz/2020/08/17/next-steps-for-loan-repayment-deferrals/
https://www.rbnz.govt.nz/-/media/ReserveBank/Files/Statistics/tables/c65/Bank-Customer-Lending-summary-information-pack.ashx?revision=
https://www.rbnz.govt.nz/statistics/c60-credit-conditions-survey
http://cbre.vo.llnwd.net/grgservices/secure/APAC%20Mid-Year%20Outlook%20FINAL_EloB.pdf?e=1599438244&h=9af0be3a84988296e7344af5f3cef49f
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/gdp-review-q2-2020.pdf
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/economic-note-tourism-overview.pdf
https://www.mbie.govt.nz/assets/a8bba25fdf/new-zealand-tourism-forecasts-2019-2025.pdf
https://mbienz.shinyapps.io/card_spend_covid19/
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- Labour incomes are already getting squeezed. Figures from the HLFS income survey for the June 2020 year 

showed the first fall in median weekly incomes on record (-7.6% yoy to $652 per week). This was driven by falls 

in self-employment income (down 12.5%), whilst median incomes from wages and salaries were up 4.3% yoy. 

Falls in median self-employment incomes were slightly larger for (lower-paid) female workers, whose incomes fell 

13% to just $500 per week. What’s more, HLFS figures for the June 2020 quarter reported that roughly 7% of 

those employed expect to lose their job by mid-2021, with around one quarter of the workforce (about 650,000 

persons) seeing at least a medium chance of losing their job. 

- COVID-19 adds yet another layer of uncertainty to the household sector, with the risk that households retreat 

into their shells and put off major decisions until the fog clears.  

- Our work on the sector impacts of COVID-19 in NZ suggests that it will not be just one or two sectors that will 

feel the hit from COVID-19. Sectors representing just over 60% of the economy are likely to experience large 

proportionate falls in their value-add over 2020. These sectors include the more employment-rich services sector.  

- Of note, households that are linked to the travel & air transport, arts & recreation, accommodation and food & 

beverage sectors will be finding the going particularly tough. 

- Job layoffs continue to mount. No one can be sure of the exact number of jobs that have been lost solely due to 

COVID-19 but suffice to say it is a lot.  As signalled by our COVID-19 chartpack, around 6.7% of the working age 

population on September 11 (200,778 persons) were receiving weekly job support payments from the 

government, an increase of close to 55,500 persons since the start of March.  Add to this the 16,236 persons 

receiving the 12-weekly COVID-19 Income Relief payment (paying $490 per week to previously employed full-time 

workers), and the increase climbs to close to 72,000 persons since March.  

- There is the risk that consumers retreat into their shells as job security wanes. We are closely following 

consumer sentiment readings to see how the disconnect between pessimistic views on the economic outlook and 

still-upbeat assessments on the financial position of households gets resolved.  

- Moreover, jobless figures and job insecurity look set to mushroom after the wage subsidy lapses. The $16.5bn 

in payments from the temporary wage subsidy, wage subsidy extension and wage subsidy resurgence are about 

to expire soon. The recent update of MSD figures suggests that 217,000 jobs on September 11 were still being 

supported by the subsidy (up to $585 per week for full-time workers). As this scheme phases out, the number of 

jobs supported will shrink to around 50,000 jobs by mid-October and will close to fully expire by the end of 

October. 

- There is more to come. Our forecasts point to a net 115,00 jobs being lost in the March 2021 year, with the 

unemployment rate to peak at just under 8% by mid-2021, close to double the current 4% rate. By comparison, 

net job losses were under 60,000 around the time of the Global Financial Crisis (GFC), with the unemployment 

rate increasing from 3.3% to 6.8% over that period. 

- Fiscal positions will be increasingly stretched from the lower tax base, the weaker starting point and 

unfavourable demographics (i.e. population ageing). Either government spending will be reined in over the longer 

term or taxes will have to go up. This will further squeeze disposable incomes. 

- Anecdotes suggest foodbank demand has surged post COVID-19 as people have lost their jobs.  

The upshot – the phasing of impacts and increasing polarisation 

The table below summarises the various influences impacting the household sector. There are some pretty large 

plusses, largely stemming from our success in containing COVID-19 compared to other trading partners, the potential 

benefits obtained from harnessing new technologies and increased policy support.   Retail spending has been 

supported by the strong starting point for household wealth, solid resident population growth, the substitution of 

spending that would typically be spent on an overseas trip, and pent-up demand.  

However, cracks are starting to appear on the household façade. Job losses are mounting and are set to escalate as 

support measures roll off. Border controls represents a sizeable economic headwind that will likely intensify as we hit 

the peak inbound tourism season in the summer months. Households have largely kitted themselves out now and we 

are unlikely to see ongoing strength in durable consumption despite low borrowing costs.  The greater income 

uncertainty posed by COVID-19 has resulted in more bank caution with regards to lending and a reluctance by 

consumers to commit to large purchases. We do not expect this uncertainty to abate for a while yet. Our expectation 

of a 7%+ unemployment rate, reduced job security and stagnant wage growth, suggests households might knuckle 

down, redirecting expenditures towards the essentials.  Discretionary expenditures would be particularly hard hit. We 

https://www.stats.govt.nz/information-releases/labour-market-statistics-income-june-2020-quarter
https://www.stats.govt.nz/news/one-in-14-employed-people-report-high-risk-of-losing-jobs
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/sector-impacts-of-COVID-19.pdf
https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/asb-covid-chartpack-sep-4.pdf
https://www.msd.govt.nz/about-msd-and-our-work/publications-resources/statistics/covid-19/index.html#IncomeSupportandWageSubsidyWeeklyUpdate2
https://www.asb.co.nz/content/dam/asb/documents/reports/quarterly-economic-forecasts/quarterly_economic_forecasts_sep_2020.pdf
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would expect contrasting fortunes to be evident in the household sector, given the extent to which each household is 

exposed to sectors likely to be harder-hit by COVID-19. Our suspicion is that economic divides will widen as 

government policy support measures roll off and retail interest rates are lowered. 

Influences impacting the household sector 

Good Not so Good Ugly 

NZ’s success at limiting the outbreak has minimised 

disruption posed by COVID-19. 

Households showing adaptability and flexibility. 

Still-solid population growth in the short term with 

kiwis returning home. 

Increased attractiveness of NZ as a safe-haven place 

to live, with technology increasing accessibility. 

Timely fiscal stimulus to support household incomes. 

More household spending on nest-building. 

Record low mortgage interest rates. 

Housing wealth expected to remain elevated. 

Households expecting COVID-19 hit to be short-lived. 

Elevated Terms of Trade supporting households. 

Small household saving buffer. 

Risk of periodic flare-ups and economic 

disruption.  

Less resilient NZ households and firms. 

Job losses from heavily-exposed sectors. 

Cautious consumers reluctant to commit 

to major purchases and showing signs of 

cutting back on discretionary spending. 

Tightening in credit conditions. 

Less pent-up demand likely to be evident 

after subsequent restrictions. 

Lower interest income for savers. 

NZ border to remain shut, with 

sharply lower spending from 

overseas tourists. 

Slowing population growth.  

Rolling-off of fiscal support 

measures. 

Widespread job losses and firm 

closures. 

Heightened uncertainty and hit to 

household incomes sees 

household sector retrench. 

 

Source: ASB 
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