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On the money
Bottom line


The NZ economy contracted 12.2% q/q in the June quarter, in line with our
expectation. We’ll take the win – revisions will no doubt see the number
evolve over time.

Contact



There’s nothing in today’s data that changes our medium-term view.

Miles Workman for more
details.



Policy makers will rightly downplay the importance of these data. Q3 will
bring a sharp, but partial, rebound. The path to true recovery is lengthy, and
further stimulus will be required.

The view
It’s official. New Zealand spent the first half of 2020 in recession. But that’s
surely not a surprise to anyone. We’re now in the final month of Q3, and that’s
going to bring a very sharp (albeit partial) rebound, freeing the economy of that
recessionary label, but definitely not marking anything near a “recovery” from
this crisis.
Indeed, we expect it will take about as long for activity to return to pre-crisis
levels as it did following the Global Finance Crisis (9 quarters, Figure 1).
However, given the scale of the lockdown-induced decline and the persistent
impacts of this crisis, we expect the cumulative loss in activity will be around 3-4
times larger. So while Q3 will bring a sharp recovery in quarterly growth, we
shouldn’t lose sight of the challenges that lie ahead. Policy makers certainly
won’t.
Figure 1. GDP during past recessions (pre-recession quarter = 100)
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It’s the medium-term outlook that really matters for policy settings, and the
lockdown-induced contraction in Q2 is only the first round of this economic shock.
We’re yet to really feel the full impact of the closed border and the sharp (and
very synchronised) global contraction. Not to mention the fact that the economy
is yet to be weaned off an unprecedented amount of temporary support (such as
the wage subsidy and mortgage relief). Fiscal and monetary policy still has its
work cut out.

As expected, New Zealand’s Q2 contraction was at the larger end of the range
seen across our key trading partners, but the Q3 recovery should be stronger,
due both to the degree of pent-up demand and fewer subsequent restrictions.
Table 1. Quarterly growth among key trading partners
Australia

US

Japan

UK

Euro area

China

New Zealand

Q1 2020

-0.3

-1.3

-0.6

-2.2

-3.7

-10.1

-1.4

Q2 2020

-7.0

-9.1

-7.9

-20.4

-11.8

11.7

-12.2

Source: Macrobond, Stats NZ

All up, the Q2 GDP read is an astonishing thing to witness, but it doesn’t really
tell us anything we didn’t already know. The data will probably be revised, the
outlook is grim, and policy makers have plenty more work to do.

The details
According to the June quarter GDP data:


GDP fell 12.2% q/q (-12.4% y/y) in Q2 2020, in line with our expectations
but with a number of overs and unders in the details (as you’d expect in
this environment). As expected, primary industries were the most resilient
in the quarter (being least affected by lockdown), down 8.7% q/q (ANZ
expectation: -7.0%). Goods-producing industries were the most severely
impacted, falling 16.3% (ANZ: -13.5%). Services declined 10.9%
(ANZ: -12%).



Accommodation and food services were hardest hit, falling a whopping
47.4% q/q. But there were a number of industries that recorded similar
declines, including mining (-43.9%), clothing and footwear (-38.6%),
furniture manufacturing (-38.3%), and transport and postal warehousing
(-38.7%).



Forestry and fishing services outperformed (up 2.6% q/q), joining financial
and insurance services (up 0.7%) and ownership of owner-occupied
dwellings (up 0.4%) in a very exclusive club of industries that recorded
positive growth in the quarter. Overall, these data confirm that lockdown
has had an extremely varied impact across industries.



Per capita GDP fell to levels not seen since early 2005 (down 12.6% q/q).



Expenditure GDP fell 9.8% q/q (-10.1% y/y), with residential investment
down 22.8%, other investment down -19.6%, and private consumption
down 12.1%. Net exports provided a partial offset, with exports falling less
than imports (-15.8% vs 24.6%). Government consumption lifted
1.7% q/q. These moves were broadly as expected.

Figure 2. Production-based GDP
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Figure 3. GDP per capita

-2
-4
-6
-8

-10
-12

01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

-14
90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20
Quarterly % change
Annual % change

Quarterly growth in real GDP per capita
Annual growth in real GDP per capita
Series3

Source: Statistics NZ, ANZ

NZ GDP Review | 17 September 2020

2

Contact us

Meet the team
We welcome your questions and feedback. Click here for more information about our team.
Sharon Zollner
Chief Economist

General enquiries:
research@anz.com

Follow Sharon on Twitter
@sharon_zollner

Follow ANZ Research
@ANZ_Research (global)

Telephone: +64 27 664 3554
Email: sharon.zollner@anz.com

David Croy
Senior Strategist

Susan Kilsby
Agricultural Economist

Market developments, interest
rates, FX, unconventional
monetary policy, liaison with
market participants.

Primary industry developments
and outlook, structural change
and regulation, liaison with
industry.

Telephone: +64 27 432 2769
Email: david.croy@anz.com

Telephone: +64 21 633 469
Email: susan.kilsby@anz.com

Liz Kendall
Senior Economist

Miles Workman
Senior Economist

Research co-ordinator, publication
strategy, property market
analysis, monetary and prudential
policy.

Macroeconomic forecast coordinator, fiscal policy, economic
risk assessment and credit
developments.

Telephone: +64 27 240 9969
Email: elizabeth.kendall@anz.com

Telephone: +64 21 661 792
Email: miles.workman@anz.com

Kyle Uerata
Economic Statistician

Natalie Denne
PA / Desktop Publisher

Economic statistics, ANZ
proprietary data (including ANZ
Business Outlook), data capability
and infrastructure.

Business management, general
enquiries, mailing lists,
publications, chief economist’s
diary.

Telephone: +64 21 633 894
Email: kyle.uerata@anz.com

Telephone: +64 21 253 6808
Email: natalie.denne@anz.com

NZ GDP Review | 17 September 2020

3

Important notice
This document is intended for ANZ’s Institutional, Markets and Private Banking clients. It should not be forwarded, copied or
distributed. The information in this document is general in nature, and does not constitute personal financial product advice
or take into account your objectives, financial situation or needs.
This document may be restricted by law in certain jurisdictions. Persons who receive this document must inform themselves about and
observe all relevant restrictions.
Disclaimer for all jurisdictions: This document is prepared and distributed in your country/region by either: Australia and New Zealand
Banking Group Limited (ABN11 005 357 522) (ANZ); or its relevant subsidiary or branch (each, an Affiliate), as appropriate or as set out
below.
This document is distributed on the basis that it is only for the information of the specified recipient or permitted user of the relevant
website (recipients).
This document is solely for informational purposes and nothing contained within is intended to be an invitation, solicitation or offer by ANZ
to sell, or buy, receive or provide any product or service, or to participate in a particular trading strategy.
Distribution of this document to you is only as may be permissible by the laws of your jurisdiction, and is not directed to or intended for
distribution or use by recipients resident or located in jurisdictions where its use or distribution would be contrary to those laws or
regulations, or in jurisdictions where ANZ would be subject to additional licensing or registration requirements. Further, the products and
services mentioned in this document may not be available in all countries.
ANZ in no way provides any financial, legal, taxation or investment advice to you in connection with any product or service discussed in this
document. Before making any investment decision, recipients should seek independent financial, legal, tax and other relevant advice
having regard to their particular circumstances.
Whilst care has been taken in the preparation of this document and the information contained within is believed to be accurate, ANZ does
not represent or warrant the accuracy or completeness of the information Further, ANZ does not accept any responsibility to inform you of
any matter that subsequently comes to its notice, which may affect the accuracy of the information in this document.
Preparation of this document and the opinions expressed in it may involve material elements of subjective judgement and analysis. Unless
specifically stated otherwise: they are current on the date of this document and are subject to change without notice; and, all price
information is indicative only. Any opinions expressed in this document are subject to change at any time without notice.
ANZ does not guarantee the performance of any product mentioned in this document. All investments entail a risk and may result in both
profits and losses. Past performance is not necessarily an indicator of future performance. The products and services described in this
document may not be suitable for all investors, and transacting in these products or services may be considered risky.
ANZ expressly disclaims any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense
(Liability) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection with
this document to the extent permissible under relevant law. Please note, the contents of this document have not been reviewed by any
regulatory body or authority in any jurisdiction.
ANZ and its Affiliates may have an interest in the subject matter of this document. They may receive fees from customers for dealing in the
products or services described in this document, and their staff and introducers of business may share in such fees or remuneration that
may be influenced by total sales, at all times received and/or apportioned in accordance with local regulatory requirements. Further, they
or their customers may have or have had interests or long or short positions in the products or services described in this document, and
may at any time make purchases and/or sales in them as principal or agent, as well as act (or have acted) as a market maker in such
products. This document is published in accordance with ANZ’s policies on conflicts of interest and ANZ maintains appropriate information
barriers to control the flow of information between businesses within it and its Affiliates.
Your ANZ point of contact can assist with any questions about this document including for further information on these disclosures of
interest.
Country/region specific information: Unless stated otherwise, this document is distributed by Australia and New Zealand Banking
Group Limited (ANZ).
Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here
or request from your ANZ point of contact.
Brazil, Brunei, India, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by
ANZ on a cross-border basis.
Cambodia. This document is distributed in Cambodia by ANZ Royal Bank (Cambodia) Limited (ANZ Royal Bank). The recipient
acknowledges that although ANZ Royal Bank is a subsidiary of ANZ, it is a separate entity to ANZ and the obligations of ANZ Royal Bank
do not constitute deposits or other liabilities of ANZ and ANZ is not required to meet the obligations of ANZ Royal Bank.
European Economic Area (EEA): United Kingdom. ANZ is authorised in the United Kingdom by the Prudential Regulation Authority
(PRA) and is subject to regulation by the Financial Conduct Authority (FCA) and limited regulation by the PRA. Details about the extent
of our regulation by the PRA are available from us on request. This document is distributed in the United Kingdom by Australia and New
Zealand Banking Group Limited ANZ solely for the information of persons who would come within the FCA definition of “eligible
counterparty” or “professional client”. It is not intended for and must not be distributed to any person who would come within the FCA
definition of “retail client”. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have under the UK
Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the Prudential Regulation Authority
(PRA) and the FCA. ANZ is authorised in the United Kingdom by the PRA and is subject to regulation by the FCA and limited regulation by
the PRA. Details about the extent of our regulation by the PRA are available from us on request.
Fiji. For Fiji regulatory purposes, this document and any views and recommendations are not to be deemed as investment advice. Fiji
investors must seek licensed professional advice should they wish to make any investment in relation to this document.
Hong Kong. This publication is issued or distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong
Kong Monetary Authority to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate
finance) regulated activities. The contents of this publication have not been reviewed by any regulatory authority in Hong Kong.
India. If this document is received in India, only you (the specified recipient) may print it provided that before doing so, you specify on it
your name and place of printing.
Myanmar. This publication is intended to be general and part of ANZ’s customer service and marketing activities when implementing its
functions as a licensed bank. This publication is not Securities Investment Advice (as that term is defined in the Myanmar Securities
Transaction Law 2013).
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Oman and the only circumstances in which ANZ sends information or material describing financial products or financial services to
recipients in Oman, is where such information or material has been requested from ANZ and the recipient understands, acknowledges
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not market, offer, sell or distribute any financial or investment products or services in Oman and no subscription to any securities,
products or financial services may or will be consummated within Oman. Nothing contained in this document is intended to constitute
Omani investment, legal, tax, accounting or other professional advice.
People’s Republic of China (PRC). This document may be distributed by either ANZ or Australia and New Zealand Bank (China)
Company Limited (ANZ China). Recipients must comply with all applicable laws and regulations of PRC, including any prohibitions on
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with any applicable laws and regulations. If and when the material accompanying this document relates to the products and/or services of
ANZ China, the following statement and the text below is applicable: This document is distributed by ANZ China in the Mainland of the
PRC.
Qatar. This document has not been, and will not be:
• lodged or registered with, or reviewed or approved by, the Qatar Central Bank (QCB), the Qatar Financial Centre (QFC) Authority, QFC
Regulatory Authority or any other authority in the State of Qatar (Qatar); or
• authorised or licensed for distribution in Qatar,
and the information contained in this document does not, and is not intended to, constitute a public offer or other invitation in respect of
securities in Qatar or the QFC. The financial products or services described in this document have not been, and will not be:
• registered with the QCB, QFC Authority, QFC Regulatory Authority or any other governmental authority in Qatar; or
• authorised or licensed for offering, marketing, issue or sale, directly or indirectly, in Qatar.
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services described in this document and distribution of this document is being made in, and is subject to the laws, regulations and rules
of, jurisdictions outside of Qatar and the QFC. Recipients of this document must abide by this restriction and not distribute this document
in breach of this restriction. This document is being sent/issued to a limited number of institutional and/or sophisticated investors (i) upon
their request and confirmation that they understand the statements above; and (ii) on the condition that it will not be provided to any
person other than the original recipient, and is not for general circulation and may not be reproduced or used for any other purpose.
Singapore. This document is distributed in Singapore by the Singapore branch of ANZ solely for the information of “accredited
investors”, “expert investors” or (as the case may be) “institutional investors” (each term as defined in the Securities and Futures Act
Cap. 289 of Singapore). ANZ is licensed in Singapore under the Banking Act Cap. 19 of Singapore and is exempted from holding a
financial adviser’s licence under Section 23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore.
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