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Businesses resilient but upside inflation risks remain 

• Overall business sentiment and key activity metrics from the ANZ survey remain resilient, but off their June 
peaks. 

• Cost and inflation pressures remain stubbornly high. 

• We are hoping that the economy will swiftly bounce back from its delta dip, but with COVID-19 still in the 
community we will have to wait and see. 

 

 
 

Business sentiment remains resilient 
The full monthly results of the September ANZ Business Outlook 

Survey showed little change from resilient preliminary September 

readings.  General business confidence ticked down to -7.2 (from -6.8), 

with minimal falls at most for own activity (18.2 versus 18.2), 

employment (14.1 versus 14.7) and investment intentions (9.2 versus 

12.2). The modest extent of the moves was not surprising considering 

that the bulk of the survey responses were included in the preliminary 

September readings.  It also seems highly likely that the impact of 

easing restrictions in Auckland at the end of September were not 

picked up in the ANZ survey. 

As the table above suggests the key readings were little changed on 

the August 2021 results. However, own activity expectations 

remained considerably below June peaks (31.6), confirming the 

economy has shifted down a gear after a frenetic first half of 2021. 

Rather than solely reflecting weakening demand, it is our view that supply-side disruptions relating to the COVID-19 

outbreak (and the limited margin of spare capacity to begin with) would explain much of the fall. A slower pace of 

growth going forward would reduce the risk of the economy (further) overheating in our view. 

ANZ Business Survey 12 month outlook September August 12m prior 10-year average

Headline Confidence -7.2 -14.2 -28.5 4.8

Own Activity Expectations 18.2 19.2 -5.4 24.6

Capacity Utilisation 16.8 18.8 1.2 17.0

Employment Intentions 14.1 17 -11.8 10.0

Investment Intentions 9.2 14.4 0.3 11.3

Profit Expectations -15.6 -5.5 -24.4 7.2

Pricing Intentions 58.1 59.2 15.1 24.7
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The sector details showed a broadly similar direction of travel of 

key survey metrics. There has been a notable deceleration in activity 

prospects for construction, services and retail in recent months. Part 

of this could be reflect the tightening (and subsequent relaxation) in 

restrictions.  

Inflation pressures remain stubbornly high  
In contrast to the modest easing in activity metrics, pricing 

intentions (58.1) and costs (84.2) actually firmed on the preliminary 

readings as did surveyed capacity utilisation (16.8). The former two 

remain at worryingly high levels for businesses, consumers and the 

RBNZ and point to a large inflationary bow-wave. Of note, sector 

readings remained particularly elevated in the retail sector (costs 

87.3, pricing intentions 66.1), consistent with our expectation that 

annual CPI inflation will approach 4½% by the end of this year. The 

issue going forward will be how persistent pricing side niggles in 

the economy turn out to be. We have long flagged the risk that the 

step up in inflation over 2021 proves to be enduring, noting that 

central banks globally are now cottoning onto this risk. 

Implications 
Our hope is that the economy manages to smoothly navigate its 

way through the disruptions caused by the delta variant outbreak 

and subsequent tightening in restrictions. We expect a sharp Q3 

dip in GDP (over 8%) followed by a 9% Q4 rebound. However, the 

delta variant is proving much trickier to contain than the earlier 

2020 outbreak. The longer COVID-19 remains in the community 

(and more restrictive settings are in place), the more the risk that 

business and household morale gets sapped.  

The RBNZ is expected to take ‘considered steps’ towards reducing policy stimulus and we expect 25bp hikes over the 

next three OCR decisions, with the OCR hitting 1.50% by late 2022. There are other potential OCR paths, and if the 

economic expansion is sluggish and the outlook highly uncertain, the pace of hikes will be more gradual. Conversely, 

more aggressive moves could follow if COVID-19 is quickly brought under control, and signs point to a concerted 

strengthening in the outlook for inflation and employment. 
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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.   


