
 

 

Mike Jones – mike.jones@asb.co.nz 

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

Economic Note  
February ANZ Business Outlook 

28 February 2022 
 

 

Under Pressure 

• Feb ANZBO survey shows businesses under pressure from all sides  

• Pricing and inflation expectations indicators surged as expected, validated the RBNZ’s more hawkish turn last 
week 

• We still expect the Omicron hit to be brief, with business sentiment to subsequently recover 

  

 
 

The February edition of the ANZ business outlook laid bare just how challenging business conditions have become 

since the last survey in December. The trend towards an uncomfortable mix of softer activity yet higher inflation 

gathered pace.  

Headline confidence and firms’ assessment of their own 

activity were both knocked back sharply. Own activity 

has now turned negative for the first time since 

September 2020 which, on past form, points to a soft 

patch in activity over H1 2022. 

Acute capacity constraints and disruption related to the 

Omicron wave are likely the main culprits here. The 

latter was clearly reflected in the survey detail, with 

activity expectations amongst retail and services 

respondents the most negative of the lot (net -19 and -3 

respectively). By contrast, confidence in the agriculture 

sector lifted noticeably, with record high commodity 

prices and a lower currency proving a massive boon for 

the sector. This is encouraging for our view of a rebalancing in economic growth this year, away from domestic 

ANZ Business Survey 12 month outlook February December 12m prior 10-year average

Headline Confidence -51.8 -23.2 7 3.0

Own Activity Expectations -2.2 11.8 21.3 23.9

Capacity Utilisation 5.8 9.2 15.3 16.9

Employment Intentions 2.3 10.5 10.6 10.1

Investment Intentions 4.5 11.4 15.6 11.3

Profit Expectations -32.7 -13.1 1.3 6.3

Pricing Intentions 74.1 63.6 46.2 26.7

Costs 92 88.2 71.9 58.8

Inflation Expectations 5.29 4.42 1.76 2.1
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demand and towards more externally-focused sectors.  

Still, it was the inflation and pricing indicators that once again stole the show. The surge in pricing intentions – to a 

fresh record high – flag the risk that inflation could peak as high as 7-8%, above the already eye-wateringly high 6½%-

odd forecasts of both ourselves and the RBNZ. The Bank 

was last week at pains to point out how closely it is 

watching inflation expectations data for signs of spiky 

headline inflation becoming entrenched in price and 

wage setting behavior. So it won’t have been all that 

thrilled to see the ANZ inflation expectations series lift 

almost a full percentage point to 5.3% - a 31-year high.  

Firms report cost pressures as having worsened 

noticeably since late last year. A net 92% of firms expect 

costs to rise, a new record high. Notably, the expected 

lift in selling prices is not expected to be enough to 

prevent margin erosion. Profit expectations took another 

tumble in February, and this has seen firms trim 

employment and investment intentions, albeit with both 

still in positive territory. The fall in employment intentions might also reflect some firms simply giving up, such is the 

tightness of the labour market at present.  

Looking ahead, with the Omicron wave likely to persist for some weeks, there’s a fair chance business conditions get 

worse before they get better. Disruptions to cash flow, staffing, and supply chains will be difficult to manage, 

particularly for those firms in the services sectors. However, in keeping with international experience, we expect the 

Omicron hit to be brief, with business sentiment to subsequently recover. But while activity data will be choppy, 

inflation is looking more persistent by the day, validating the RBNZ’s more hawkish turn last week.     
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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 
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.   
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