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Our high frequency data heat map shows that New Zealand's economic recovery has slowed as consumer behaviour closes in
on pre-COVID levels. Real time data points show that early Alert Level 1 activity appears similar to late Alert Level 2.
Notwithstanding the ending of the government's first wage subsidy, Jobseeker Support and COVID-19 Income Relief
Payment (CIRP)recipients remain broadly static. We expect this to change over the coming weeks as redundancy
programmes are concluded. Following almost four weeks of no new COVID-19 cases, seven new cases were reported over the
past week, all directly related to inbound travellers. The significant public and political response to the relaxing of quarantine
measures infers a meaningful delay to a potential trans-Tasman bubble; prolonging the recovery profile for travel and tourism
related companies.

Figure 1. Forsyth Barr COVID-19 recovery heat map
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Source: Forsyth Barr analysis NOTE: refer to page 2 of this report for more detail on each data series

Negative economic sentiment disconnect with spending

Credit card data indicates that retail spending for the week ending 12 June 2020 is now above that of the same week in 2019. This
recovery trend is contrary to economic sentiment which remains negative. We suspect consumers are continuing to use cash savings
made in Alert Levels 4 and 3 to fund pent-up demand.

Hitting the highways

Heavy vehicle traffic is at or above prior year levels, highlighting the resurgence of the domestic freight market. However, it remains
unclear how much of current activity reflects pent-up consumer demand or supply chain restocking. In contrast, light vehicle traffic
remains below prior year levels and is consistent with lower retail fuel volumes, despite workplace visitation data suggesting a return
to normal.

Stock implications

Consumption trends are supportive to domestic retailers, particularly where e-commerce fulfilment is a profitable and growing part
of their business, such as Kathmandu (KMD; OUTPERFORM) and Briscoe (BGP; no rating). The latter will benefit from surging
homeware growth, which is leading retail category growth through both physical and online channels. In addition, the shift from Alert
Level 2 to 1 provided a welcome boost to companies exposed to social distancing requirements including SKYCITY (SKC;
OUTPERFORM) and Air New Zealand (AIR; UNDERPERFORM). SKC mentioned this week that its visitation numbers are tracking
above expectations. AIR’s domestic services have benefited from greater load factors with the ending of ‘middle seat’ restrictions.
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The Forsyth Barr COVID-19 recovery heat map

The 14 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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Data provided

Weekly index of New Zealand economic sentiment

Average of weekly BBB credit spreads

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 retail road fuel consumption vs pre COVID-19 average

Weekly commercial diesel consumption vs pre-COVID average

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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Analyst certification: The research analyst(s) primarily responsible for the preparation and content of this publication ("Analysts") are named on the first page
of this publication. Each such Analyst certifies (other than in relation to content or views expressly attributed to another analyst) that (i) the views expressed
in this publication accurately reflect their personal views about each issuer and financial product referenced and were prepared in an independent manner,
including with respect to Forsyth Barr Limited and its related companies; and (ii) no part of the Analyst’s compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by that Analyst in this report.

Analyst holdings: For information about analyst holdings in a particular financial product referred to in this publication, please refer to the most recent
research report for that financial product.

Ratings distributions: As at 18 Jun 2020, Forsyth Barr’s research ratings were distributed as follows: OUTPERFORM  NEUTRAL UNDERPERFORM
47.1% 37.3% 15.7%

Forsyth Barr’s research ratings are OUTPERFORM, NEUTRAL, and UNDERPERFORM. The ratings are relative to our other equity security recommendations
across our New Zealand market coverage and are based on risk-adjusted Estimated Total Returns for the securities in question. Risk-adjusted Estimated Total
Returns are calculated from our assessment of the risk profile, expected dividends and target price for the relevant security.

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. 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. Forsyth Barr confirms no inducement
has been accepted from the issuer(s) that are the subject of this publication, whether pecuniary or otherwise, in connection with making any recommendation
contained in this publication. In preparing this publication, non-financial assistance (for example, access to staff or information) may have been provided by
the issuer(s) being researched.

Investment banking engagements: For information about whether Forsyth Barr has within the past 12 months been engaged to provide investment banking
services to an issuer that is the subject of this publication, please refer to the most recent research report for that issuer’s financial products.

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 Adviser. 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 Advisers are available on
request and free of charge.

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 to you. 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. 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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