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Thud 

• Retail volumes slumped in Q4, marking the 8th consecutive quarter of retrenchment with volumes down 4.1% 

over 2023 as the household-led economic slowdown continues.  

• Falls in retail were widespread, with the 2023 contraction in retail activity particularly severe given extremely 

strong net immigration. 

• Weak household spending activity is a pre-requisite to getting inflation down on a sustained basis. Retail activity 

is extremely weak, but the RBNZ will remain watchful and will not cut the OCR until much later this year. 

 

Key Details 
Retail spending volumes plummeted 1.9% in Q4, the largest 

quarterly fall since mid-2022, with downward revisions 

seeing the period of quarterly falls extended to eight 

consecutive quarters. Core retail volumes slumped 1.7% in 

Q4, the largest quarterly drop since the 2021 lockdown. The 

figures were much lower than market expectations and were 

consistent with subdued levels of consumer sentiment. 

Retail volumes contracted by 4.1% over 2023. Combined 

with the 3% resident population over 2023, that meant 

volumes contracted close to 7% over 2023 on a per-capita 

basis. High consumer prices have continued to erode 

consumer purchasing power, with retail prices rising 3.7% 

over 2023, slightly below the 4.7% rise in annual CPI inflation. 

 

Retail Sales

Retail Sales: 2023 Q4 Market ASB

Total volumes (qoq) -1.9% -0.2% -0.4%

yoy -4.1%

Core volumes (qoq) -1.7%

yoy -3.2%

Total values (qoq) -1.5%

Total values (yoy) -0.4%

Total retail deflator (qoq) 0.4%

Total retail deflator (yoy) 3.7%
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Other Details 

Falls were widespread, with volumes contracting in 14 of the 15 

retail sector store types in Q4. The fall in retail sales was 

geographically widespread with 10 of the 16 regions having lower 

seasonally adjusted sales values in Q4. This strongly suggests that 

the household sector remained firmly in retrenchment mode, with 

evidence of a broader pullback in discretionary sectors as 

household finances get increasingly squeezed, with living costs 

having advanced by 7% over 2023. 

• There were also signs of pullback from the July/August 2023 

Women’s World Cup. Recreational goods retailing (-6.2% qoq), 

clothing, footwear and accessories (-4.1% qoq) saw sizeable 

falls. Also down were accommodation volumes (-4.8% qoq), 

food & beverage services (-2.4% qoq), specialised food retail 

(-3.7% qoq) and liquor retail (-0.3% qoq). Falls in fuel retail 

(-3.6% qoq) and supermarket retail (-0.5% qoq) also suggest a 

post-World Cup lull.  

• Durable goods were weak too. Motor vehicles and parts retail 

fell 2.5% despite reports of strong demand for electric vehicles 

ahead of the end of the clean car discount at the end of the 

year. Furniture, floor coverings, houseware and textiles fell 

1.8% and electrical goods declined 0.5% despite the Black 

Friday sales. Hardware, building and garden supplies were 

down 2.1%  

 

Viewing changes in retail values over 2023 showed that conditions 

were generally tough with most retail categories experiencing a 

fall in sales values (see chart). The weakest sectors were durable 

goods, with some store types particularly weak. Sectors aligned with 

the tourism sector continue to recover. 

 

Implications 
Weak retail spending despite strong net 

immigration suggests that efforts by the RBNZ to 

slow household demand and to squeeze 

inflationary pressures out of the system are 

working. It points to another weak quarterly 

outturn to Q4 GDP, with the likelihood that NZ 

encountered another small technical recession in 

the second half of 2023. Strong gains in net 

immigration are only partly masking how big the 

retrenchment in household spending has been. 

Looking ahead, we don’t see the challenging 

conditions for the retail sector alleviating just yet. 

Cost of living pressures are expected to remain acute over 2024, given sticky (but cooling) domestically-generated 

inflation. Our estimates suggests households could be facing up to an extra $70 per week in their living costs this year. 

The OCR has probably peaked, but there is still a considerable amount of additional tightening in the pipeline with a 

chunk of mortgage lending set to roll onto higher rates. 

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/asb-hh-cost%20living-2024.pdf
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Weak household spending is a precondition to getting inflation down. Progress is being made in lowering inflation, 

and household spending is going backwards, but OCR cuts do not look particularly imminent. Despite the very weak 

Q4 retail spending figures, yesterday’s tick up in household inflation expectations suggests that households are not 

yet getting the message that inflation needs to be heading towards 2% on a sustained basis until the OCR is cut. We 

expect the RBNZ to continue to talk tough until the message sinks in, with the OCR not cut until November. 
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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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