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 – Retail sales growth pulled back in September 
as earlier boosts to spending faded. 

 – We expect spending growth will remain 
modest over the coming year.

Seasonally adjusted real retail sales (% change)

Quarter Annual

Jun-17 Sep-17 Sep-17

Supermarket and grocery stores 0.4 0.5 -0.6

Specialised food 2.4 -0.5 1.3

Liquor 3.0 3.4 10.9

Non-store and commission-based retailing 0.8 8.1 15.1

Department stores 2.2 2.0 4.7

HOusehold furnishings 0.0 -2.6 4.6

Hardware, building, and garden supplies 2.7 0.4 2.5

Recreational goods 1.1 -1.1 1.3

Clothing, footwear, and accessories 1.7 4.2 8.0

Electrical and electronic goods 3.2 5.1 18.7

Pharmaceutical and other -0.3 0.1 4.0

Accommodation 5.3 -4.4 3.9

Food and beverage services 4.3 -3.1 5.4

Core industries total 1.9 0.5 4.5

Motor vehicles and parts 1.1 -0.8 7.7

Fuel 1.2 -0.9 -5.5

All industries total 1.8 0.2 4.1

Spending losing steam
NZ retail sales, September quarter 2017

24 November 2017

Spending was up only modestly in 
September…

After solid gains earlier in the year, retail spending growth 
slowed sharply in September, with volumes rising only 
0.2% over the quarter. That still leaves sales volumes up a 
solid 4.1% over the past year. However, we think a period 
of subdued spending growth is on the cards over the 
coming year. 

…as early temporary boosts to spending faded

Looking first at the details of spending in the September 
quarter, some of the softness we saw was due to declines 
in the volatile vehicle and fuel categories. However, even 
looking at core spending (which excludes those items), 
there was a sizeable slowdown in spending growth – core 
spending growth slowed from 1.9% in the June quarter to 
0.5% in September. 

In part, this quarter’s slowdown reflected a normal pullback 
following earlier temporary boosts to spending levels. 
In particularly, through the middle part of this year we 
saw a large increase in spending in the hospitality sector 
associated with high profile sporting events like the Lions 
tour. Looking at other categories, spending was more mixed, 
with strong gains in areas like electronics and apparel, but 
falls in spending on recreational goods and furnishings.

Growth to remain soft over the coming year

Putting the normal quarter-to-quarter swings to one side 
and instead looking at the drivers of spending, it appears 
that New Zealand is in for a period of softer retail spending 
growth over the coming year. Spending by New Zealand 
households is closely related to the strength of the housing 
market. This is a particularly large driver of spending on 
durable household items like furnishings. However, New 
Zealand’s housing market is looking a lot softer than it did 
this time last year. Sales are down 15% since last October. 
At the same time, the double-digit house price growth we 
saw in previous years has given way to a period of quite 
subdued gains. A range of factors has contributed to this 
slowdown. This includes the creep higher in mortgage 
rates in late 2016 and early 2017, as well as the tightening in 
lending restrictions by the RBNZ. Pre-election uncertainty 
also appears to have had a dampening impact. 
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Looking to the next few years, we think New Zealand is in 
for an extended period of weak house price inflation. In 
part, this is due to expected increases in mortgage rates. In 
addition, the new Government is planning on rolling out a 
suite of regulatory changes over the coming years that will 
dampen housing market conditions, such as the planned 
extension of the ‘bright line’ test for taxing capital gains on 
investment properties. This will have a marked dampening 
impact on households’ spending over the coming quarters. 

A further factor that will dampen spending growth over 
the coming year is the slowdown in net migration. Strong 
net migration and the resulting gains in the population 
delivered a powerful boost to demand in recent years. 
However, net migration has turned and is set to fall sharply 
over the coming years, with many of those who arrived on 
temporary visas in previous years now departing.

Retail spending and house prices
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Price growth still moderate

Retail price inflation has firmed over the past year. 
Nevertheless, the pricing environment remains well 
contained. Looking at spending in core categories, retail 
prices were up 1.2% over the past year. That is a step up 
from what we saw though 2015 and 2016, but it is still a 
fairly modest rate of price growth. Several factors have 
contributed to this, including strong competitive pressures 
in the retail sector, and changes in technology (such as the 
increasing prevalence of online trading).

Retail prices
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Regions

Spending growth has softened in all regions over the past 
year. The biggest step-downs were in North Island regions, 
including Auckland and Wellington. 

However, it’s important to remember that much of retail 
spending is shifting to online platforms which have seen 
solid growth over the past year. 

Regional spending growth
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Market reaction

Market reaction today’s report was very limited. The result 
was close to analysts’ expectations. 

Media Contact: 
Satish Ranchhod 
Senior Economist 
P: +64 9 336 5668
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Contact the Westpac economics team
Dominick Stephens, Chief Economist +64 9 336 5671

Michael Gordon, Senior Economist +64 9 336 5670

Satish Ranchhod, Senior Economist +64 9 336 5668

Shyamal Maharaj, Economist +64 9 336 5669

Paul Clark, Industry Economist +64 9 336 5656

Any questions email: economics@westpac.co.nz
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that the assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. 
The ultimate outcomes may differ substantially from these forecasts.
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Disclaimer
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of transactions, including those involving futures, options and high 
yield securities give rise to substantial risk and are not suitable for all 
investors. We recommend that you seek your own independent legal 
or financial advice before proceeding with any investment decision. 
This information has been prepared without taking account of your 
objectives, financial situation or needs. This material may contain 
material provided by third parties. While such material is published 
with the necessary permission none of Westpac or its related entities 
accepts any responsibility for the accuracy or completeness of any 
such material. Although we have made every effort to ensure the 
information is free from error, none of Westpac or its related entities 
warrants the accuracy, adequacy or completeness of the information, 
or otherwise endorses it in any way. Except where contrary to law, 
Westpac and its related entities intend by this notice to exclude 
liability for the information. The information is subject to change 
without notice and none of Westpac or its related entities is under any 
obligation to update the information or correct any inaccuracy which 
may become apparent at a later date. The information contained in 
this material does not constitute an offer, a solicitation of an offer, 
or an inducement to subscribe for, purchase or sell any financial 
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any restricted jurisdiction. This communication is made in compliance 
with the Market Abuse Regulation (Regulation(EU) 596/2014).

Investment Recommendations Disclosure
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for Financial Instruments covered by MAR are made in compliance 
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