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Soft September, with Q4 retail rebound to be tempered by delta drag 
• Tepid September rise in card spending off depressed August levels.  

• Card spending down over Q3, pointing to a large quarterly contraction in retail activity and GDP. 

• High alert levels and stock shortages should temper the rebound in household spending. The OCR is likely to 
continue to gradually move up, nonetheless. 

 

Summary and implications  
September card spending posted a more tepid than expected lift from the lockdown induced August lulls. The 

continued high level of restrictions in Auckland and timing of the relaxation of restrictions elsewhere are possible 

catalyststs. However, there are also tentative signs that there may be less impetus in the consumption recovery from 

lockdown this time around.  The large Q3 fall in card spending points to a sizeable Q3 dip for retail trade (and wider 

GDP for the quarter). With the delta variant proving difficult to shake off in Auckland and starting to spread into 

nearby regions, the post lockdown rebound in retail activity is likely to be shallower than it would otherwise be. Given 

its medium-term policy mandate we expect that the RBNZ will ‘look through’ near-term volatility for now. However, 

the longer lasting the delta drag, the more gradual the pace of subsequent RBNZ tightening. 

Post lockdown September jump lift with large Q3 contraction in card spend  

Retail electronic card spending rose just 0.9% in seasonally-adjusted terms in September (-14.9% yoy), somewhat 

weaker than our  expectations.  Excluding fuel and vehicle components, core spending was flat (-14.2% yoy), whereas 

higher services spending saw a 1.6% September climb in total card spending (-15.4% yoy).  The rise was out of 

depressed August levels, with September card spending  19% below pre-delta outbreak levels (i.e. July), with larger 

shortfalls for apparel and hospitality spending and consumables the only sector to be above July 2021 levels. 

Combined with the circa circa 1.5% quarterly climb we expect for consumer prices, this points to a sizeable Q3 

decline in retail volumes (and economy-wide GDP). Card spending in Q3 was down 11.6% qoq for retail, and fell 

11.1% qoq for core retail and 13.4% qoq for total retail.  

The September figures did not exactly highlight the usual lockdown/post lockdown dynamics, with the timing of the 
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relaxation of restrictions and the differential restrictions throughout the country explanations for this (all figures 

below are seasonally adjusted): 

- Durable spending rebounded 17.5% mom (-17.9% qoq).  Booming dwelling construction, strong household 

balance sheets, and few overseas travel options should support a bounce in durable retail. 

- Given the impact of the global pandemic on seasonal patterns, Statistics NZ have continued not to publish 

monthly seasonally-adjusted estimates for hospitality spending. Sales for this component fell in non-seasonally 

adjuste terms over the month, but were down a non seasonally-adjusted 18.1% in Q3, one of the hardest-hit 

sectors. 

- Consumable retail fell 3.3% in seasonally-adjusted terms (+6.9% qoq) as consumers ran down precautionary 

stocks and purchased take-aways. The lift was not as marked as in the early 2020 lockdowns, suggesting 

consumers may have learnt a thing or two.  

- Despite the relaxation of restrictions and higher fuel prices, fuel spending advanced by just 0.8% mom (-14.6% in 

Q3). High fuel prices are likely to weigh on discretionary spending going forward. 

- Apparel retail spending fell 10.4% in September after the 40.6% August fall (-26.3% over Q3). A sharp rebound is a 

prospect, providing restrictions get eased in Auckland.  

- Supporting total card spending was a 11.6% lift in services spending. With the delta variant looming, the eventual 

return to pre-COVID-19 spending patterns remains some way off. 

Q4 rebound tempered by stock shortages and delta 

drag  
Last month we were hopeful NZ would be able to contain the delta 

outbreak with the shift down in Alert Level restrictions fuelling a Q4 

rebound in non-essential card spending, retail volumes (and wider 

GDP). We are not so sure now. The delta variant outbreak has 

proved difficult to eradicate and is seeping out of Auckland into 

other regions.  A move down to Level 1 restrictions for the whole of 

NZ looks increasingly unlikely. This, and  shipping disruptions, stock 

shortages, and soaring freight costs should temper the post-

lockdown rebound in retail trade activity.   

OCR still biased upwards but RBNZ will tread carefully  
Given their medium-term policy mandate we expect that the RBNZ 

will ‘look through’ near-term volatility. Key supports to consumer 

spending – strong household balance sheets, rising household incomes, tight labour markets and few overseas travel 

options – remain. This, increasing capacity pressures and higher inflation (we expect annual CPI inflation approach 

4½% by late 2021 and remain well above 2% thereafter) should encourage further gradual removal of monetary 

stimulus. We have pencilled in 25bp hikes in November and February 2022, with an OCR endpoint of 1.50% by late 

2022.  However, the more economic scarring results from a prolonged period of tight reastrictions, the more likely the 

RBNZ will be more gradual with OCR moves.  
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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 
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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.   


