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Dark ‘n’ stormy 

• Activity metrics largely unchanged, at worrisome levels 

• Support for our view inflation may be peaking 

• No implications for RBNZ   

 

 
 

Quick thoughts 
It was tempting to read the July edition of the ANZ 

Business Outlook as “oh well, at least things didn’t get 

any worse.” But that would be to downplay how 

worrisome the level of the survey’s various activity 

and pricing metrics are, as well the length of time 

they’ve been signalling unease about the outlook. 

Indeed, for each month that goes by in which firms’ 

activity expectations remain negative, the odds of 

recession creep up. And while the number of firms 

expecting a retrenchment in output actually dropped 

in July, on our seasonally-adjusted estimation, own 

activity expectations fell a little further to -7.4, from -

7.0 in June. On their own, these sorts of levels suggest 

our GDP growth forecasts, which weren’t all that flash 

to begin with, are looking a tad optimistic (chart 

opposite). We’re quick to reiterate though that, rather 

ANZ Business Survey 12 month outlook July June 12m prior 10-year average

Headline Confidence -56.7 -62.6 -3.8 -0.2

Own Activity Expectations -8.7 -9.1 26.3 22.6

Capacity Utilisation 7.2 1.1 19.2 16.4

Employment Intentions 1.1 0.7 21.4 10.0

Investment Intentions -2.6 -3.2 17.4 10.8

Profit Expectations -34.1 -41.5 0 4.5

Pricing Intentions 74 73.7 61.3 29.0

Costs 91.3 93.5 88.2 63.2

Inflation Expectations 6.23 6.02 2.7 2.2
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than ailing demand, supply issues – particularly 

finding staff – remain the bigger constraint for firms 

looking to increase output. And this is why soggy-

looking activity measures in NZ and globally are not – 

as yet - being accompanied by signs of cooling 

inflation pressures.  

For central banks, the number one risk is that 

inflation and inflation expectations start to become 

entrenched in price and wage-setting behaviour. 

That’s why they’re keeping on with aggressive rate 

hikes, despite softening activity metrics (witness the 

Fed’s second 75bp’er overnight). We continue to 

expect a further 125bps of tightening from the RBNZ 

this year, taking the OCR to a peak of 3.75% by year 

end.  

Importantly, there was at least enough in the July ANZ survey to support our view that inflation likely peaked in Q2 at 

7.3% y/y. Firms’ pricing intentions held around last month’s net 74% expecting to raise prices. And cost expectations 

eased from a stratospheric net 93.5% expecting higher costs, to a slightly-less-stratospheric 91.3%. Both are of course 

miles too high for comfort, but the RBNZ will take some solace from the fact inflation pressures are not getting any 

worse.  

Other points of note: 

• The survey’s construction indicators continue to go from bad to worse (chart in appendix). Residential 

construction intentions, at -74, are now at the weakest level on record. Again, we don’t know exactly how much 

of this reflects demand vs. supply, and anecdotes of a large pipeline of work in the sector continue. But it does 

appear falling house prices, material shortages, and higher interest rates are materially affecting the outlook. 

 

• ANZ note that late month survey responses (post Q2 inflation spike and RBNZ 50bps hike) were noticeably weaker 

than early month responses, particularly in the employment and investment intentions indices. Something to 

watch for next month.  

 

• Most of the broader activity measures from the survey held steady. We’re watching employment intentions 

particularly closely given the importance of the labour market in the RBNZ’s future interest rate decision-making 

(see Mark Smith’s recent note). Employment intentions have been trending lower since November and held 

around unchanged in July at +1. We’re not totally convinced this is all a genuine easing in labour demand; some 

firms may have simply given up looking. But the RBNZ will again take a modicum of comfort from the direction of 

travel.   

 

 

 

 

 

 

 

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/2022-inflation%20persistence.pdf
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Additional Charts 
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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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