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Hazy Shade of Winter 

• Business sentiment takes another tumble as signs of stumbling activity broaden. 

• Supply, rather than demand, constraints are key culprit. But this doesn’t change the calculus for the RBNZ.  

• Tentative signs of stabilisation in inflation indicators, but RBNZ will want to see some moderation from here.   

 

 
 

Quick thoughts 
The June read on ANZ business sentiment made for 

uncomfortable, if unsurprising, reading.  

Indicators of economic activity softened across the 

board. But inflation measures bared budged from 

stratospheric levels. Such is the reality of an economy 

that is acutely supply-constrained, but with a central 

bank waging a war on demand as the only path to lower 

inflation.  

Firms’ pricing intentions, cost expectations, and inflation 

expectations at least appear to be stabilising after their 

first half surge. This provides a bit more comfort that 

inflation may be peaking around now at rates close to 

7% (chart opposite). But we’ll need to see some clear moderation in pricing intentions from here to be confident that 

the RBNZ’s aggressive actions to stymie any drift up in inflation expectations are working. The risk is that inflation 

proves more persistent, a theme we’ll explore in a forthcoming note.  

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

Headline Confidence -62.6 -55.6 -0.6 0.4

Own Activity Expectations -9.1 -4.7 31.6 22.8

Capacity Utilisation 1.1 4.9 23.9 16.5

Employment Intentions 0.7 6.1 19.7 10.1

Investment Intentions -3.2 8.6 25.5 11.0

Profit Expectations -41.5 -31.3 5.8 4.8

Pricing Intentions 73.7 71 62.8 28.6

Costs 93.5 95.5 86.2 62.5

Inflation Expectations 6.02 6.18 2.41 2.2
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Amongst the details: 

• Issues with supply constraints were littered 

throughout the survey. Finding skilled labour 

remains the number one issue for NZ firms, 

with cost and wage inflation close behind. 

 

• Firms’ own activity expectations – the survey’s 

best forward indicator on GDP growth – fell 

further to -9.1 from -4.7 in May. It’s hard to 

know exactly how much of the fall to attribute 

to wobbling demand vs. constrained supply 

but, regardless, a recession is looking 

increasingly hard to avoid (chart opposite). 

The retail and manufacturing sectors recorded 

the biggest falls in own activity in June (chart 

in appendix).  

 

• A steep fall in investment intentions, an indicator that had previously held up ok, supported the message from 

own activity of potentially stalling GDP growth ahead. This may be a causality of firms’ increasingly dire outlook 

for profitability. Outside of 2020, profitability expectations are at the lowest level since the 2008/09 Global 

Financial Crisis (-41.5, -31.3 in May).  

 

• Employment intentions remain positive, but barely (+1). They’re still indicative of 3%-odd employment growth, 

but this may provide some comfort to the RBNZ who are intent on reducing the clear mismatch between 

exceptionally strong labour demand and weak labour supply.  

 

• Residential construction intentions have fallen dramatically, and are around the lowest levels in the survey’s 

history (chart below). The sector’s well-publicised issues appear to indeed be curtailing construction activity.  
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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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