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Our proprietary survey of New Zealand businesses highlights a strong desire across industry for further policy response from

the Government in light of COVID-19 challenges. The most requested response is a continuation of wage subsidies, followed

by tax relief/cuts and the introduction of a state sponsored rent relief scheme. The survey highlights the extreme challenges

facing domestic business as a result of containment measures, and corroborates our existing assessment of the sector-by-

sector  impact  at  each  Alert  Level.  Respondent  feedback  suggests  the  RBNZ estimates  of  the  economic  impact  of  these

measures (published this week) may be underestimating the true impact. The recovery path is likely to be a long one; larger

businesses,  which  appear  to  be  responding  to  COVID-19  in  a  more  aggressive  fashion,  are  more  bearish  than  small

business. The economic impact will be a major headwind for corporate earnings over the next 12–24 months. We continue to

favour COVID-19 immunity in the form of lower risk true defensives — utilities (Contact, Genesis, Meridian, Mercury) and

telcos (Spark and Chorus), and selective growth companies (a2 Milk, Mainfreight, Arvida).

More policy response desired by business

Business wants more policy response from Government. The wage subsidy scheme will keep unemployment lower through April, May

and June,  but once the 12 week commitment expires,  redundancy moves may become more commonplace in the absence of an

extension or replacement scheme. The subsidy has been claimed by more than 70% of respondents in our survey. The challenge for

the government is how to fund the fiscal response, not least given the desire from business for tax relief and cuts. In addition, there is

demand from business for a rent relief scheme similar to the Australian approach. Notwithstanding New Zealand's relative success

towards the COVID-19 elimination goal and an imminent shift to Alert Level 2, further policy response is likely to be taken positively

by markets. We see scope for further Government stimulus in tandem with the upcoming budget on 14 May 2020. 

Figure 1. Word cloud: Additional policy response answers from respondents 

Source: MonkeyLearn.com, Forsyth Barr analysis   NOTE: these words reflect the most repeated and relevant survey responses to the question "What additional policy response would you like to

see from the government and/or RBNZ, which would assist your business and/or the broader economic recovery?" The output is provided by MonkeyLearn.com with no editing. 

Outlook after COVID

Larger businesses appear more bearish on the outlook and recovery path after COVID-19 than smaller businesses. This may reflect a

generally more aggressive (and quicker) response to managing the impact of containment measures on near term business needs,

which may inhibit their speed of recovery and return to pre COVID-19 activity levels.
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Survey insights

The survey was undertaken between 1–6 May 2020 when the country was in Alert Level 3 and completed by 271 respondents, from a

wide range of small, medium and large businesses across multiple industry sectors. It was targeted at New Zealand businesses, with

an emphasis on their domestic operations. ~93% of respondents are business owners, board directors, or executive/senior managers.

The  survey  results  are more  representative  of  medium  and  large  businesses  compared  to  NZ  Inc.  in  general. Around  half  of

respondents  are  from  small businesses  with  less  than  NZ$10m  of  revenue.  However,  almost  a  quarter  were  from  businesses

generating more than NZ$100m. Stats NZ data shows that around 90% of businesses in New Zealand have between one and five

employees. 

We asked five questions to respondents to gauge the impact on COVID-19 on their business, what their recovery time frame would

be and what additional policy responses they believe the Government should undertake. 

Additional policy response

New Zealand business wants further support from the Government and is not short of ideas as to what further policy response should

be forthcoming. The open ended answers to our survey questions provided over 200 responses from more than three quarters of

respondents. We've grouped responses into a number of key areas as follows: 

Implications for business as a result of COVID-19

We asked respondents how COVID-19 had impacted their businesses. The most common response was that the business had claimed

the Government's wage subsidy; over 70% of businesses surveyed have claimed it. This is broadly consistent with overall applications

according  to  the  Ministry  of  Social  Development  (~420,000  businesses  have  applied  thus  far  from  a  total  of  ~550,000),  which

provides us with confidence regarding survey responses being representative of business.  

The next biggest impact on business is the deferral of capex with ~45% of businesses acknowledging this is happening. It's pleasing to

see the social response; executive pay is being cut ahead of redundancies or employee pay cuts. 

While a greater proportion of smaller businesses have claimed the wage subsidy than larger businesses (our cut-off is NZ$50m of

revenue), on most other measures larger businesses have been more impacted. This is likely to reflect the ability of larger corporates

to respond to events like COVID-19 far quicker, and may be a function of a higher proportion of smaller business failures over the

coming months. 

Wage subsidy: A strong desire for the wage subsidy to be extended beyond 12 weeks

Tax relief: Tax cuts/relief for business, income tax and GST reductions

Rent relief: Assistance provided to both tenants and landlords 

Minimum wage increases stopped: The final minimum wage increase is due on 1 April 2021

Specific assistance to small business: In addition to IRD loan scheme with targeted tax and rent relief

More freedom: Accelerate the speed of Alert Level reductions and ease the pain on business 

Figure 2. Implications of COVID-19 on business by size

Source:  Forsyth Barr  analysis  NOTE:  The  Forsyth Barr  survey  data  is  from

respondents answering the question "How will COVID-19 impact your business during 2020?" 

Figure 3. Implications of COVID-19 on business 

Source: Forsyth Barr  analysis     NOTE:  This  chart  combines  the  data  used  in  Figure  2  and

Figures 4 and 5.
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Figure 3 highlights the effective hurdle rates on companies in making decisions to protect themselves from the impact of COVID-19.

Pleasing from an ESG perspective is that (1) only companies who are very severely impacted have decided to defer environmental

projects,  and  (2)  companies  are  much  more  likely  to  entertain  other  measures  before  cutting  employee  pay  or  considering

redundancies.

Activity impact on business of Alert Levels 4 and 3

The RBNZ (Reserve Bank of New Zealand) this week published its estimates as to the economic impact of COVID-19 containment

measures  (https://www.rbnz.govt.nz/research-and-publications/analytical-notes/2020/an2020-04)  during  each  Alert  Level.  It

determined that at Alert Level 4 the GDP hit would be -37%, and -19% at Alert Level 3.

In contrast our survey suggests the impact on business will be -60% at Alert Level 4 and -40% at Alert Level 3. We recognise that

these are average outcomes from our survey, and is therefore reflective of the business and industry mix of respondents. In particular,

our  survey  only  incorporates business  and  not  the  public  sector. Our  survey  feedback  suggests  the  RBNZ estimates  may  be  too

conservative as shown in Figures 4 and 5 for similar industry sectors. The variances appear more stark at Alert Level 3 than 4.  

Speed of recovery

The recovery from COVID-19 will be long dated. While some businesses expect a swift shift back to pre COVID-19 activity levels,

assuming a cure/vaccine is created, more than 40% expect a recovery to take at least six months. This proportion increases to ~50%

for larger businesses (Figure 7). 

Figure 4. Impact of Alert Level 4 on various industry sectors

Source:  RBNZ, Forsyth Barr  analysis   NOTE:  The RBNZ data  reflects  proportion  of  pre-

COVID-19  GDP.  The  Forsyth Barr  survey  data  is  from  respondents answering  the

question "How much has your business been impacted by Alert Level 4 lock-down?" Survey

answers may also reflect perceptions/views rather than actual economic output.

Figure 5. Impact of Alert Level 3 on various industry sectors

Source:  RBNZ, Forsyth Barr  analysis   NOTE:  The RBNZ data  reflects  proportion  of  pre-

COVID-19  GDP.  The  Forsyth Barr  survey  data  is  from  respondents answering  the

question "How much has your business been impacted by Alert Level 3?" Survey answers may

also reflect perceptions/views rather than actual economic output.

Figure 6. Recovery time frame post COVID-19

Source: Forsyth Barr analysis      NOTE: Data reflects respondents answers to "If COVID-19

were to end today (for example, a cure/vaccine became immediately available) how long would

you estimate it would take for your business to get back to normal (i.e. pre-COVID-19 levels)?"

Figure 7. Recovery time frame post COVID-19 by business size

Source: Forsyth Barr analysis      NOTE: Data reflects respondents answers to "If COVID-19

were to end today (for example, a cure/vaccine became immediately available) how long would

you estimate it would take for your business to get back to normal (i.e. pre-COVID-19 levels)?"
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Sector by sector insights

The impact of each Alert Level on industry sectors is diverse as shown in Figure 8. The impact is largely consistent with our existing

sector by sector framework. The sectors that have benefited the most from the shift from Alert Level 4 to 3 are manufacturing and

construction.

Changes to business as a result of COVID-19 by sector

The following charts show the sector-by-sector impact of key implications of COVID-19 on businesses. The sectors most impacted by

these measures are tourism, consumer transport, freight/logistics, and retail.

Figure 10. Wage subsidy: Proportion of businesses by industry sector that have claimed the government's wage subsidy

Source: Forsyth Barr analysis

Figure 8. Hospitality, tourism most impacted sectors

Source:  Forsyth Barr  analysis  NOTE:  The  Forsyth Barr  survey  data  is  from

respondents answering the question "How much has your business been impacted by Alert

Level 4 lock-down?" 

Figure 9. Respondents by sector and business size

Source: Forsyth Barr analysis
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Figure 11. Rent relief: Proportion of businesses by industry sector that have received rent relief from landlords

Source: Forsyth Barr analysis

Figure 12. Capex deferrals: Proportion of businesses by industry sector that will, or have already, deferred capex

Source: Forsyth Barr analysis

Figure 13. Pricing environment: Proportion of businesses by industry sector that expect it will be difficult to action price increases

Source: Forsyth Barr analysis
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Figure 14. Dividends or distributions: Proportion of businesses by industry sector that have cut or cancelled dividends

Source: Forsyth Barr analysis

Figure 15. Redundancies: Proportion of businesses by industry sector that expect job losses in their business

Source: Forsyth Barr analysis
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Not  personalised  financial  advice:  The recommendations and opinions in this publication do not take into account your personal financial situation or

investment goals. The financial products referred to in this publication may not be suitable for you.  If you wish to receive personalised financial advice, please

contact your Forsyth Barr Investment Advisor.  The value of financial products may go up and down and investors may not get back the full (or any) amount

invested.  Past performance is not necessarily indicative of future performance.  Disclosure statements for Forsyth Barr Investment Advisors are available on

request and free of charge.

Disclosure: Forsyth Barr Limited and its related companies (and their respective directors, officers, agents and employees) ("Forsyth Barr") may have long or

short positions or otherwise have interests in the financial products referred to in this publication, and may be directors or officers of, and/or provide (or be

intending to provide) investment banking or other services to, the issuer of those financial products (and may receive fees for so acting). Forsyth Barr is not a

registered bank within the meaning of the Reserve Bank of New Zealand Act 1989. Forsyth Barr may buy or sell financial products as principal or agent, and

in doing so may undertake transactions that are not consistent with any recommendations contained in this publication. Forsyth Barr confirms no inducement

has been accepted from the researched entity, whether pecuniary or otherwise, in connection with making any recommendation contained in this publication.

Analyst Disclosure Statement: In preparing this publication the analyst(s) may or may not have a threshold interest in the financial products referred to in this

publication.  For these purposes a threshold interest is  defined as being a holder of more than $50,000 in value or 1% of the financial  products on issue,

whichever is the lesser. In preparing this publication, non-financial assistance (for example, access to staff or information) may have been provided by the

entity being researched.

Disclaimer: This publication has been prepared in good faith based on information obtained from sources believed to be reliable and accurate. However, that

information has not been independently verified or investigated by Forsyth Barr.  Forsyth Barr does not make any representation or warranty (express or

implied) that the information in this publication is accurate or complete, and, to the maximum extent permitted by law, excludes and disclaims any liability

(including in negligence) for any loss which may be incurred by any person acting or relying upon any information, analysis, opinion or recommendation in this

publication.  Forsyth Barr does not undertake to keep current this publication; any opinions or recommendations may change without notice.  Any analyses or

valuations will typically be based on numerous assumptions; different assumptions may yield materially different results.  Nothing in this publication should

be construed as a solicitation to buy or sell  any financial  product,  or to engage in or refrain from doing so,  or to engage in any other transaction.  Other

Forsyth Barr business units may hold views different from those in this publication; any such views will  generally not be brought to your attention.  This

publication is not intended to be distributed or made available to any person in any jurisdiction where doing so would constitute a breach of any applicable

laws or regulations or would subject Forsyth Barr to any registration or licensing requirement within such jurisdiction.

Terms of use:  Copyright Forsyth Barr Limited.  You may not redistribute, copy, revise, amend, create a derivative work from, extract data from, or otherwise

commercially exploit this publication in any way.  By accessing this publication via an electronic platform, you agree that the platform provider may provide

Forsyth Barr with information on your readership of the publications available through that platform.
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