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Post-COVID consumption - experiences from New Zealand

o Big consumption comeback after reopening in New Zealand never materialised.

e The good news — based on New Zealand’s experience — for European business is
that consumers quickly revert to normal patterns of consumption. The bad news
is that many do no more than that.

o Guests return to restaurants and bars in roughly the same numbers as prior to the
crisis, but there is no overcompensation and clothing consumption is only slowly
recouping its losses.

e Demand for household goods, in particular, remains high, while the housing
market has picked up even further since reopening.

New Zealand consumers have more or less full access to goods
and services again ...

In this paper we look at developments in New Zealand for signs of what a post-COVID19
economy might look like. New Zealand went into strict lockdown from the end of March
until May, which more than halved total consumption (as measured by card transactions)
in April compared to the start of the year. Apart from one further lockdown in August-
September, mainly in the Auckland area, life has largely returned to normal again, with the
country at Alert level 1 (out of four possible levels) and the main restriction being some
very strict quarantine rules in connection with trips abroad. Hence, New Zealand consumers
again have full access to goods and services, apart from travel and holidays.

.. but the big consumption comeback has failed to materialise

The reopening in June failed to prompt any spending frenzy by New Zealanders overall.
Consumption in June-July returned to trend and in Q4 was a couple of percent below trend.
Accommodation consumption, which in 2019 accounted for just under 3% of total card
transactions, can explain much of the downturn. Spending at travel agents has also
plummeted but accounts for a very small share of total consumption. Consumer confidence
in New Zealand jumped following the reopening, but the upward lift is still from
expectations about the future, though these are even higher than they were prior to the crisis.
Thus, the global pandemic still seems to weigh on consumers.

Food and beverage service consumption rose a little above trend in July (the first full month
without restrictions) but has eased since and was around 5% below trend at the end of 2020.
In contrast, consumption of other services compensated more for lockdown upon
reopening. This is probably due to more necessary services, such as hairdressers and repair
and maintenance services, a phenomenon we are also familiar with from the Danish
reopening last year. Nevertheless, consumption of services has now normalised again —
after all, you do not get your hair cut twice just because you skipped a trim, for example.

Apparel consumption, which lost close to one and a half months’ sales during lockdown,
has so far only recouped around one third of lost revenues in H2 — partly disrupted by the
lockdown in August.

Important disclosures and certifications are contained from page 3 of this report.

No big consumption comeback in NZ
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Pandemic still weighs on consumer
sentiment

New Zealand consumer confidence, index

Expected conditions

Present conditions

2019 2020

Sources: Australian & New Zealand Banking
Group Limited, Macrobond Financial

Service consumption back on trend
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This thus indicates that you do not buy two sweaters in June (winter month in New Zealand)
because you did not buy one in May — just as you presumably do not compensate for the
times you did not go out to eat or otherwise socialise. Hence, consumption here is only
recovering slowly.

Recreational goods (such as bicycles and beach equipment) is one of the areas of
consumption that has performed best after reopening, probably not least as a result of
consumers taking staycations. Likewise, consumption of shop-bought alcohol has
increased. Alcohol was hoarded on a massive scale just prior to the country closing down
in March and this trend has continued after reopening. This is also likely to be one of the
reasons why consumption at bars and restaurants has not risen more — Kiwis have
increasingly got used to drinking at home.

Consumption of electrical goods and furniture has also remained very high, indicating that
focus on the home does not appear to evaporate with the lifting of restrictions — at least, not
for as long as you cannot travel. This is also apparent in the housing market, where prices
have soared 17% in the past year and sales times have shortened significantly —a trend that
should also be seen against New Zealand’s central bank cutting interest rates by 1.5
percentage points since May 2019.

Generally speaking, the good news from New Zealand for business in Europe, which is
currently suffering during lockdown, is that consumers quickly revert to normal patterns of
consumption. The bad news is that many do no more than that. Neither clothing, restaurants
nor services have experienced a permanent boost to consumption post-lockdown — though
the fact that the pandemic is still raging in the rest of the world looks like a key reason.

Tourism shutdown weighs heavy Household goods are popular

New Zealand, Domestic Trade, Transactions, NZD, Jan17=100 New Zealand, Domestic Trade, Transactions, NZD, Jan17=100

110-  Trend2017-19 140-
100~ Accommodation 130- Furniture, Electrical & Hardware Retailing,
90 -
120 -
89~ 110
70 - Trend 2017-19
60 - 100 -
50 - 90 -
40 - 80 -
I I ] ' !
2017 2018 2019 2020 2017 2018 2019 2020

Apparel slowly catching up More drinking at home takes a toll
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Consumables above trend
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Recreational, furniture, etc. pull
durables consumption higher
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Housing market accelerated after
New Zealand reopened
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Recreation thrives on staycation

People got used to drinking at home
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