
 

 

Jane Turner – Senior Economist  (649) 301 5853  jane.turner@asb.co.nz  

Please refer to the important disclosures at the end of this document. 

Economic Note  
ANZ Business Outlook Survey 

8 April 2021 
 

 

Cost pressures intensify, firms fret about profits 

• Cost pressures continue to grow, putting upward pressure on pricing intentions. 

• Business confidence holds up, along with encouraging levels of employment and investment intentions.    

• Going forward, profitability remains key and rising costs could potentially derail the 2021 economic recovery.  

 

 
 

Cost pressures push higher 
Surging cost pressures remain the key theme of the 

monthly ANZ business outlook survey.  In April, the net 

number of firms planning to increase prices continued to 

rise as a growing number of firms look to pass on rising 

costs.   Pricing intentions are at levels rarely seen in the 

30 years of the ANZ monthly business outlook survey and, 

based of its recent relationship with CPI inflation, pricing 

intentions are consistent with CPI inflation lifting to 

around 4%.  We currently expect CPI inflation to briefly 

lift to 2.7% early this year.  

The news of cost pressures and the current challenges 

business are facing due to the ongoing global impacts of 

the COVID-19 pandemic have been circulating for a 

number of months, and for the most part higher costs 

have been attributed to a surge in shipping and transport 

costs.   While higher costs are likely to be passed on where possible, with the broader demand environment 

somewhat tepid (although improved), we expect the RBNZ will look through temporary blips in inflation that are 

driven by external cost pressures.  

 

ANZ Business Survey 12 month outlook April March 12m prior 10-year average

Headline Confidence -8.4 -4.1 -41.8 6.6

Own Activity Expectations 16.4 16.6 -38.7 25.2

Employment Intentions 14.1 14.4 -42.4 9.7

Investment Intentions 12.4 11.9 -31.7 11.2

Profit Expectations -4.3 -0.6 -55.6 8.0

Pricing Intentions 52.9 47.3 -2 23.2
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Business confidence steady 
Firms’ own activity expectations remained broadly steady in April from March and, taking into account usual seasonal 

decline with starts this time of year, business confidence is holding up very well. Business confidence suggests that the 

economy is holding up much better than official figures by StatsNZ suggest.  

Confidence continues to improve across a range of measures, with employment and investment intentions both 

continuing to rise.  Indeed, employment intentions are now at the highest level seen since the third quarter of 2017 

and point to a strong recovery in labour market conditions over the first half of 2021.  We expect skill shortages will be 

starting to bite, particularly with the inability for firms to recruit offshore, and the tighter labour market will flow into 

stronger wage inflation over the coming year.  

The key risk to the outlook is the possibility of falling profitability due to rising cost pressures.  Profitability 

expectations dipped in March and April, after a steady recovery over the second half of 2020.   Currently firms are 

hoping to preserve profitability by passing higher costs onto consumers.  However, if consumer demand pushes back 

and firms must absorb the higher prices, investment and employment will then not recover over 2021 as currently 

expected.  We will be watching pricing, costs and profitability developments closely over the next few months.  
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Disclaimer 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or 
needs. Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard 
to your objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.   

We believe that the information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based 
on the information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as 
to accuracy, reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this 
document are subject to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed 
elsewhere by ASB Bank Limited. We are under no obligation to, and do not, update or keep current the information contained in this document. 
Neither ASB nor any person involved in the preparation of this document accepts any liability for any loss or damage arising out of the use of all or 
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any part of this document.   

Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are subject to 
contingencies and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent or warrant 
that any of these valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.   


