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The Drop

* Lockdown 2021 is revealing familiar spending patterns to Lockdown 2020.

Delta has arrived on our sandy shores. New Zealand has back under lockdown. Much economic activity has
come to a grinding halt. The hit to card spending reflects as much. Total Kiwibank credit and debit card spend
plunged 20% once the lockdown came into effect, compared to a 45% drop last year.

(Data included in this chart pack is of daily frequency, up to and including 26 August 2021 (9 days of
lockdown). The data is indexed to the beginning of each year. And 2019 is included as the baseline, to allow

comparison)
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Service industries are hit the hardest

* Lockdown 2021 is revealing familiar spending patterns to Lockdown 2020.

* The fall in spend across categories look similar to that seen in Lockdown 2020. Indeed, spend on services has
mimicked the drop in 2020. Haircuts can’t be done virtually, and the back kitchen is closed. Hospitality again
is the most adversely affected (slide 8). Spend on transport has also flatlined as the commute to work (from
home) for most of us consists of just a few steps (slide 11). Spend at supermarkets however has spiked once
again (slide 7). In the few hours leading up to the lockdown, Kiwi stocked up to bunker down. And beer, bread
and broccoli were top of the list. Throughout the lockdown period, supermarket spend has remained elevated,
with few alternatives.
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Online resilience

Overall spend is showing better resilience helped by the shift to online.

Last year’s lockdown prompted many business to establish an online presence. 18 months later, and it’s
paying off. The ability to shop online appears to be supporting spending during the lockdown. We may not be
able to collect, but we're still clicking. Once the restrictions are relaxed, there’ll be plenty of orders ready to
dispatch. The drop in spend on home electronics was also not as deep as seen in 2020. Auckland aside, it’s
been over a year since many of us have had to work from home, and our equipment is due for an upgrade.
Because online retail is holding up better than last year, the drop in overall spend is much smaller than the
45% drop last year. We've learnt and we’ve adapted.

Online Purchases
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Demand is deferred, not destroyed

 We have the playbook.

* The trends in spending are playing out just as expected, if not showing more resilience. Following last year’s
playbook, we know that spend will rebound as soon as the restrictions are relaxed. Once we (eventually)
move down the alert levels, more businesses will be allowed to operate. Economic activity will bounce back,
and spending will catch up. Demand is being digitised or deferred, but not destroyed.

* Some spend categories will see an immediate bounce back once in Level 3, namely Fast-food. But for others,
spend won't recover until we enter alert level 2 where restrictions are loosened further. And Auckland is still
locked down. It'll be a slow grind higher for service spend, especially.
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An engineered shock

A short sharp lockdown causes a short sharp shock to GDP.

We’ve made a first stab at forecasting the current hit to GDP from lockdown. We estimate a 7% decline in the
September quarter, followed by an 8%2% jump in the fourth quarter. The economy took solid momentum into

the current lockdown, with growth of near 1% expected for the June quarter GDP when it’s released mid-
September.

Our estimated hit to GDP is on the conservative side. And we could easily see a fall in GDP in the range of
between 5-7%. Our pick is based on guesstimates of the time spent under different alert levels. We expect that

NZ will largely be back at alert level 1 by quarter-end. However, delta is an aggressive strain of covid and could
easily throw-up a curve ball or two.

NZ GDP - Kiwibank Forecast
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Food Spend

Grocery Stores Alcohol
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Butchers Fruit & Vege
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Hospitality Spend

Restaurants, Bars & Cafes Fast-food
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Hotels & Accommodation Movies & Events
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Household Spend

Home Electronics
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Pets

800

2021 Lockdown 2020 Locdown 2021 Lockdown

2019
2020
— 2021

700

600

500

400

Index, 1-Jan = 100

300

200

100

0
Aug Sep Oct Nov Dec lan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Source: Kiwibank




Retail Goods & Services Spend

Clothing & Footwear Department Stores
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Transport & Travel Spen

.
Petrol Public Transport
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Flight Bookings Recreational Travel
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Thank you...and here’s our disclaimer!

All content is for information only, is subject to change and is not a
substitute for commercial judgement or professional advice,
which should be sought prior to entering any transaction. To the
extent permitted by law Kiwibank disclaims liability or
responsibility to any person for any direct or indirect loss or

damage that may result from any act or omission by any person in
relation to the material.
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