£% FORSYTH BARR

NEW ZEALAND EQUITY RESEARCH
28 SEPTEMBER 2020

Equity Strategy
Recovery Heat Map; Alert Level Change just in
Time for School Holidays

ANDY BOWLEY SCOTT ANDERSON FORSYTH BARR RESEARCH TEAM
andy.bowley@forsythbarr.co.nz scott.anderson@forsythbarr.co.nz fb.research@forsythbarr.co.nz
+64 4 495 8246 +64 49142219 +64 4499 7464

Our COVID-19 recovery heat map showed a small regression in a number of indicators last week as the country awaited a
reduction in Alert Levels. Both light and heavy vehicle volumes were down, and the number of recipients of the COVID-19
Income Relief Payment (CIRP)/Jobseeker also dropped again, as did amount of government wage subsidy paid. As next week's
data for most indicators will include Auckland's move to Alert Level 2 and the rest of the country's move to Alert Level 1, we
expect a broad step-up in the recovery. Domestic flights experienced another improvement this week and with school
holidays having started, we expect both air travel and hotel occupancy will increase again, as with borders closed demand for
domestic tourism remains strong.

Figure 1. Forsyth Barr COVID-19 recovery heat map
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NOTE: refer to page 2 of this report for more detail on each data series * weighted average Alert Level for New Zealand based on population

Weekly wage subsidy plateaus

Despite the government's additional 'resurgence’ wage subsidy leading to a short sharp increase in weekly wage subsidy paid, it has
since flattened out again, as it did towards the end of the original wage subsidy and wage subsidy extensions. The government has said
this is the last version of the wage subsidy, and paired with the continued reduction in CIRP/Jobseeker recipients, indicates a possible

peak of government support.

Another step-up in domestic flights

Domestic air travel experienced another step-up this week, due to additional flights being added as well as the removal of the final
social distancing measures on planes to/from Auckland. We expect another sequential increase next week due to the start of the
school holidays, with Air New Zealand (AIR) increasing its domestic capacity to ~85% of pre COVID-19 levels. AIR's announcement
highlights that underlying demand for domestic travel is strong, as typically ~20% of domestic air travel passengers are international
visitors.

Stock implications

The ongoing border closures are likely providing a tailwind for Kathmandu (KMD; OUTPERFORM,). Its Kathmandu and Rip Curl
brands are well positioned to benefit from a boost to adventure tourism in Australasia, as both Kiwis and Australians get outdoors and
explore their own back yards. The timing of border closures is seemingly being pushed out with a reopening of the New Zealand
border now unlikely within the next six months. We expect KMD to continue to benefit from favourable category exposure, as
consumers unable to travel internationally spend on outdoor apparel and equipment into summer.
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The Forsyth Barr COVID-19 recovery heat map

The 15 different data series provided in our heat map come from a variety of different sources as summarised in Figure 2.

Figure 2. Summary of heat map data series
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Stats NZ
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Data provided

Active COVID-19 cases as at reported day, excluding cases that originated in border quarantine
Weighted average of Alert Level by popluation distribution

Weekly index of New Zealand economic sentiment

Average of weekly BBB credit spreads

Total amount of government wage subisdy and wage subisdy extension paid

Weekly number of Jobseeker support recipients vs prior year plus COVID-19 Income Relief Payment
(CIRP) recipients

Average weekly workplace mobility compared to the baseline period of 3 Jan to 6 Feb 2020

Weekly credit card spend against prior year

Weekly electricity demand vs prior year

Weekly heavy vehicle traffic against the prior year

Weekly light vehicle traffic vs prior year

Weekly Air New Zealand and Jetstar domestic flights arriving at Auckland Airport vs pre COVID-19
weekly average

Weekly arrivals of non-New Zealand passport holders coming into New Zealand against the prior year
Weekly New Zealand hotel occupancy vs prior year

Weekly Auckland building consents vs an average week from pre COVID-19 levels
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