
SNAPSHOT
 ■ Kiwis appeared to be unjustifiably pessimistic in FY16, with consumer confidence falling in seven of the last nine quarters and  

now below the historical average, perhaps due to geopolitical risks and low dairy prices. Despite the low level of confidence,  
FY16 retail growth was strong at 5.2% and continued to outpace the broader economy, with GDP growing 2.8%*.

 ■ Growth continues to be primarily in Auckland, but is also now being seen in the regions despite the dairy industry’s challenges, 
likely due to the strong performance of other agricultural sectors and tourism. Canterbury growth has flattened as the 
earthquake residential rebuild tapers off.

 ■ Record levels of net migration and tourism continued to fuel retail growth, with electronics, hardware, homewares, food and 
beverage services and accommodation sectors all continuing to report strong growth.

 ■ The apparel sector continued its recovery, growing 5.1% in FY16. However, competition remains intense, in particular with online 
retail, and is set to increase further with the arrivals of large international retailers such as Top Shop, H&M and Zara. We saw a 
number of failures in FY16, including Wild Pair, Valleygirl/TEMT, Identity, Nicholas Jermyn, Jean Jones and Laura Ashley.

 ■ The outlook appears positive, despite low consumer confidence, with risks being the possibility of a significant drop in tourism, 
net migration and/or a property market correction.

CORE RETAIL INDUSTRIES (‘RETAIL’)** GROWTH CONTINUES TO OUTPACE GDP
FY16 retail sales grew 5.2% to $62.3 billion, contributing 7.0% of New Zealand’s GDP and outpacing GDP growth of 2.8%*.

As detailed later in this report, retail growth varied significantly across segments and regions.

LTM retail and GDP growth

Source: Statistics NZ

* GDP growth for 12 months ended 30 June 2016 vs. 12 months ended 30 June 2015.  Growth of 3.6% recently reported in the media is comparing the quarter ended 
30 June 2016 to the quarter ended 30 June 2015.

** Retail industries reported by Statistics NZ, excluding fuel and motor vehicles and parts.

FY = 12 months ended June 20XX.



AUCKLAND BOOMS, CANTERBURY STALLS, WELLINGTON REMAINS WEAK, OTHER AREAS RECOVER 
Record levels of immigration, particularly in Auckland (New Zealand’s largest city), continue to drive strong retail growth.  
New Zealand’s next two largest cities, Christchurch (in the Canterbury region) and Wellington, had much lower growth, with  
the Canterbury post-earthquake rebuild tapering off and Wellington continuing to experience depressed retail conditions.  
The Rest of North Island and Rest of South Island showed much better growth in FY16 than FY15, despite continued low dairy 
prices, perhaps evidencing the impact of strong performance in other agricultural sectors and tourism.

KIWIS UNJUSTIFIABLY PESSIMISTIC? 
New Zealand households have become increasingly nervous about the economic outlook, with consumer confidence declining 
in seven of the past nine quarters, leaving it at below historic average levels. The one year and five year outlooks are also much 
worse than a year ago, with outlooks of net 1.3% negative (FY15: 4.8% positive) and net 7.2% positive (FY15: 24.3% positive) 
respectively. This degree of nervousness is historically seen when the economy is in recession. However, the economy and retail 
are growing strongly and are forecast to continue doing so. Are New Zealanders overreacting to low dairy prices, or are they 
reacting to concerns that growth is primarily immigration, housing and tourism driven and is potentially unsustainable?

Retail growth by region FY15 and FY16 (includes non-core retail, seasonally adjusted)

Retail growth and consumer confidence (quarterly)

Source: Statistics NZ

Source: Statistics NZ;  Westpac Consumer Confidence Report (June 2016)
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Retail growth by category FY15 and FY16 (seasonally adjusted)

FY16 retail categories

Source:  Statistics NZ

Source:  Statistics NZ

RETAIL GROWTH DRIVEN BY IMMIGRATION, HOUSING AND TOURISM
 ■ Electrical and electronic goods, hardware, building and garden supplies and furniture, floor coverings, houseware  

and textiles grew strongly in both FY15 and FY16, primarily due to record levels of net migration (driving up house prices) 
and the Canterbury earthquake rebuild in FY15 (retail growth plateaued in Canterbury in FY16). 

 ■ Food and beverage services and accommodation grew strongly in both FY15 and FY16 due to continued record levels  
of international visitors with tourism now over 5% of GDP.

 ■ Clothing, footwear and accessories grew strongly in FY16 following moderate growth in FY15. However, this market 
continues to be challenging due to continued pricing pressure and competition from international online retailers and  
the recent and imminent arrivals of large international retailers such as Top Shop, H&M and Zara.
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TOURISM GROWTH CONTINUES
Accommodation and food and beverage services grew 8.2% and 7.4% respectively in FY16, following similar strong growth 
in FY15. This growth correlates with the continued increase in international visitor arrivals (tourism), from just over 2.4 million 
people in FY09 to just over 3.3 million in FY16: an increase of 36.7% (10.8% in the last 12 months). Global political turmoil and low 
oil prices continue to make New Zealand an attractive and affordable holiday destination.

Food and beverage services and accommodation retail, and international visitor arrivals (quarterly)

Source: Statistics NZ

Electrical goods and hardware and furnishings retail, and residential building consents (quarterly)

Source: Statistics NZ; Infometrics

BUILDING/REBUILDING EFFECT 
Electrical and electronic goods, hardware, building and garden supplies, and furniture, floor coverings, houseware and textiles 
grew strongly primarily due to record net migration, rampant house price appreciation and consequently increased residential 
building activity. Residential building consents are at their highest level since 2004 and are forecast to remain at elevated levels. 
Net migration is also at an all time high, indicating that these retail categories are likely to remain strong in the medium term, 
despite the Canterbury earthquake residential rebuild plateauing. However, these strengths were insufficient to prevent the 
failure of Dick Smith in January 2016.



APPAREL RECOVERING BUT HAS HOT COMPETITION
The apparel sector continued its recovery in FY16 from FY15 and is now up 8.4% since June 2014 (5.1% in FY16). Whilst the 
recovery is undoubtedly welcomed by apparel retailers, the sector still faces challenges, including the recent and impending 
arrivals in New Zealand of large international retailers such as Top Shop, H&M and Zara, as well as continued pricing pressure  
and competition from international online retailers. These challenges have caused a number of retailers to issue poor results/
profit warnings, including Pumpkin Patch, Hellaby and Hallenstein Glasson. The number of failed retailers continues to grow,  
with Wild Pair, Valleygirl/TEMT, Identity, Nicholas Jermyn, Jean Jones and Laura Ashley all falling into insolvency in FY16. 

LTM clothing, footwear and accessories retail (quarterly, seasonally adjusted)

Source: Statistics NZ

Online sales index

Source: BNZ Online Retail Sales Index

ONLINE SALES GROWTH CONTINUES 
Retail sales data from Statistics NZ only includes domestic retailers (both physical and online); it does not include sales from 
international online retailers. BNZ’s Online Retail Sales Index, shown in the chart below, tracks electronic transactions, including 
international purchases.

Per the index, online retail was up 10% in June 2016 compared to the same period last year, comprising growth in international 
online retail of 8% and domestic online retail of 11%. This is a departure from the historical trend of international online 
retail growing significantly faster than domestic online retail. Domestic online retail growth was particularly strong for food, 
computers, hardware and department stores, with growth greater than 20%, and for apparel, with 14% growth.

New Zealand retailers often quote international competition as a key concern and point to prominent UK retailers such as ASOS, 
Next, and Marks & Spencer offering free shipping to New Zealand. This is economically viable for UK retailers who effectively 
offset the shipping cost against the VAT they do not pay on export sales. New Zealand consumers also do not pay GST on 
imports under $400 (or $250 if duty also applies e.g. 5% duty on clothing, hats, shoes and jewellery).
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OUTLOOK: POSITIVE, WITH SOME CAUTION
Despite falling consumer confidence and static per capita GDP growth, forecast overall GDP growth remains positive based  
on record levels of immigration, the continued strength of the building and tourism sectors and recent improvements in global 
dairy prices. We expect retail to continue to grow overall, but with the same variation in category as identified in this review. 
However, the economy still remains vulnerable to external shocks, with the potential for a housing market correction to  
severely affect spending.

Seasonally adjusted retail and GDP growth (quarterly)

Source: Statistics NZ; Westpac New Zealand economic and financial forecasts (6 September 2016)

LTM residential building consents and Property 
IQ house price index

Consumer price index (LTM)

Net migration (#s) and unemployment rate (%)

Household consumer credit (non-property debt)

Source: Statistics NZ

Source: Statistics NZ; Reserve Bank New Zealand Source: Reserve Bank New Zealand

Source: Reserve Bank New Zealand

OTHER ECONOMIC INDICATORS
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For more information, contact our retail specialists:

MCGRATHNICOL SERVICES TO RETAIL
The McGrathNicol team works with lenders and retailers to achieve improved performance. We have a broad range of 
experience across the sector, from independent single store operators to vertically-integrated national and international chains.

Our team understands the critical success factors within retail operations and can quickly provide an independent assessment 
of key issues and assist in designing and implementing solutions for retailers at all stages of the business life cycle.

We have conducted numerous confidential independent business reviews of retailers to improve profitability. On Project Cuff, 
we used big data analytics to analyse category and product profitability by SKU to refine category selection and product ranging.  
On Project Sport, we identified that a major supplier’s products were generating a low margin and cannibalising higher margin 
products. Using our analysis, the directors negotiated improved pricing with the supplier. We also identified improvements to 
sales processes, stock management and reporting.

McGrathNicol acted as Administrators of Dick Smith and as Receivers and Managers of Wild Pair, Valleygirl/TEMT and Identity 
during FY16. Using our retail experience, we maximise returns to creditors by developing pricing and sales strategies that 
optimise customer engagement and gross margin. Where applicable, we can also generate recoveries by assigning leases for 
key money, benefiting landlords by eliminating void periods and new rental contributions, and benefiting creditors through 
higher returns and lower rental-bond debt.
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