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Retail sales hold steady in December quarter 
 
• Spending growth was slower than the market consensus, but in line with ASB’s outlook. 
• Inflation pressures in retail spending remain subdued. 
• We continue to expect the RBNZ to hold the OCR steady at 1.75% until late 2018. 

 Spending growth held steady in the December quarter. Housing-related 
spending saw improvement, though, while tourism-related sectors continue 
to experience strong growth. We continue to expect the RBNZ to hold the 
OCR at 1.75% until late 2018. 

Total retail sales volumes held steady at 0.8% qoq in Q4.  Q3’s spending was 
revised down slightly to 0.8% qoq from 0.9% prior. The outcome was 
marginally lower than the market consensus of 1.0%, but in line with ASB’s 
outlook. Spending growth was strongest in housing-related sectors. Core 
sales volumes (excluding fuel and auto sales) saw slightly slower growth at 
0.6% qoq, but that was a distinct improvement from Q3’s 0.2% pace.  

Looking across the sectors, growth accelerated in 6 of the 13 core sectors vs 
Q3, while only 4 contracted. Furniture, floor coverings and houseware sales 
accelerated to 3.6% qoq from 0.2% in Q3, reflecting the continued hot 
housing market as those new homes/rentals are outfitted. The housing 
influence underlined by 1.3% growth in hardware and building supplies.  
Adding to this, electrical good rose 2.0% qoq from 0.0%.  

Elsewhere the expected support from tourism remained in play, with 
spending on accommodation up 3.5% qoq for the second quarter in a row.  
That strength underlines a number of other recent reports indicating there is 
little sign of the tourism boom slowing just yet. 

Core retail volumes rose 0.6% qoq, bouncing back after Q3’s slow 0.2% pace.  
In addition, motor vehicle sales had a strong quarter, expanding 1.9% qoq on 
top of Q3’s 3.1% pace, which was a 4-year high.  

Turning to the value of spending in the quarter, total sales growth of 1.0% qoq 
was slightly ahead of that seen in volumes.  This held the annual pace to 5.0% 
yoy.  The value of core spending was again marginally lower than the headline, 
at 0.6% qoq, matching Q3’s pace. The overall deflator was 0.2% qoq, 
matching Q3, while annually it was just 0.3%, reinforcing the continued 
subdued retail inflation environment. 

Looking at the value of retail sales from a regional perspective, Waikato held 
onto top stop for the second quarter in a row, although it did slow slightly.  
Despite earthquake disruption around the CBD, Wellington sales built on 
recent rapid growth. Canterbury sales expanded 0.5% qoq, the first lift in 
several quarters, notwithstanding any earthquake impact. Only one region saw 
sales contract, and that was the North Island excluding Auckland, Wellington 
and Waikato and even then, it was only -0.1% qoq.   

Looking forward, we expect spending to remain supported through 2017 due 
to continued firm net migration, historically-low interest rates, the tourism 
boom, high levels of consumer confidence and the recovery in dairy prices.  
However, the pace of expansion may slow a touch as mortgage rates begin to 
rise, while house price expansion is expected to slow.  

Even with the prospect of continued healthy sales growth, retail price 
pressures are very soft. We continue to expect the RBNZ to hold the OCR at 
the 1.75% record low until late 2018. 
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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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