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National Retail Sales Struggle to Grow 
����  Pressure Lingers on Some Retailing Sectors 
 
Growth in national retail sales remains slow, 
reflecting the subdued state of economic recovery.  
In retail circles, some businesses have felt the effects 
of the recession harder than others. A number of 
businesses have suffered significant sales downturn 
and financial hardship, yet many have held-on, opting 
to weather the storm and wait for improving signs. 
Improvement seems to be coming, but not quickly.  

The precarious nature of some businesses is having 
a direct impact on property dynamics. In particular, 
landlords are wondering if some ‘struggling’ tenants 
can continue paying premises rent, and moreover, 
what reaction is likely if a rent review notice is 
served.  

This situation is not uncommon and really highlights 
that the relationship between landlord and tenant 
should be more of a partnership. The relationship is 
by virtue of lease term a long one, but greater emphasis must exist on honesty and flexibility. We are 
aware that some established landlords have opted to waive rent reviews while others have offered rent 
reductions to reduce the risk of vacancy, at least until trading activity picks up. In essence, they have opted 
for tenant retention over prospective value gain. But it is up to each landlord to choose their own path. 
Their decision will be governed by a number of factors including: 

�  New Lettings; particularly what the new negotiated rental rate is, which takes precedent over 
established rent levels. If the new ‘market’ letting is negotiated at a level significantly lower than the 
subject property, then it would be difficult to attain a rental increase. 

�  Location & Vacancy Rate; which help determine prospects for rental growth. A higher vacancy 
indicates that dynamics are moving away from a landlord’s market to a tenant’s market where 
incentives, limited rent growth and shorter lease terms are more common.  Location is generally a 
factor associated with vacancy rates. More popular locations (prime retail) tend to have higher 
occupancy levels, whereas secondary retailing can endure much higher vacancies during difficult 
economic times. The number of prospective tenants willing to fill vacated space is a big factor. If 
tenant demand is strong then risk is minimised. But if few businesses are lining up to fill vacated 
space, perhaps it is wiser to hold on to a tenant as long as possible. 

�  Business Performance; sales turnover reflects consumer demand for a tenant’s products and is 
critical to business viability, as is the tenants ability to run their business efficiently. Is it subject to 
season fluctuations? Is it performing as well as other similar store types? Does the tenant’s 
business import products and therefore affected by volatile currency markets? 

These are just some of the questions a landlord needs to consider before taking action. It is worth 
remembering that property is a long term investment and the tenant/landlord relationship is critical to 
overall asset performance.   

�
Growth in retail sales varies by sector but 

Supermarkets have been steady 



Below, we table the latest national retail sales performance by ‘store type’ as reported by Statistics New 
Zealand. Understandably, retail sales growth in 2008/2009 has not been as prevalent as in the pre-crash 
years of 2006 and 2007.  

The least affected retailing group during the recession has been ‘supermarkets’. It has been suggested 
that during tough economic times fewer people go out to cafes etc, opting instead for home entertaining. 
There is some credence here given restaurant/café spending fell sharply during 2008. Other store types 
which have endured slower growth include footwear, pharmacy and clothing. 

According to the data, businesses involved in furniture, floor coverings, hardware and motor vehicle 
retailing have struggled the most, with sales down 10% over the past year.   

 

 
 

The above data gives landlords a bit of an insight into what has been happening in their tenant’s line of 
business. In difficult times, one needs to be pragmatic and fair.  If market evidence clearly warrants a 
rental increase, then this is justified, but if the landlord is worried about vacancy and cashflow shortfall, 
then tenant retention should be the focus. Property is a long-term investment and so to is the relationship 
between lessor and lessee.  Both parties need to be flexible to ensure a strong partnership, which will 
ultimately enhance the value of the asset. 

 

For more details on Auckland or Wellington’s commercial and industrial property, visit 
www.darroch.co.nz/research for Darroch’s latest Property Times reports. The Darroch website 
contains a chronological record of all Darroch reports released over the past few years. 
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