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This is getting awkward 

• Business sentiment stabilises, at still subdued levels  

• No such luck on cost/inflation measures. We lift our forecast peak in CPI inflation to 7.5% from 7.0% 

• April RBNZ decision (+25bps vs. +50bps) increasingly a line-ball call. We stick with 25bps for now 

  

 
 

Business sentiment bounced in March. But not a strong bounce, by any means. Own activity expectations – the best 

guide on future economic performance – lifted from a net -2.2 in February to a net +3.3 in March. Or a slightly 

stronger +4.2 on our seasonally adjusted estimates. That’s still miles below both the long-run average (+23.6), and 

where we were a year ago (+16.6).  

But the fact that businesses were able to look through 

the record case numbers, surging petrol prices, 

relentless cost pressures, and deteriorating global 

sentiment of early March and ultimately see a (slightly) 

less gloomy economic picture for NZ is still significant in 

our view. Indeed, we’d expected sentiment to cloud 

over a little further this month.  

It wasn’t just a headline flash in the pan either. Most of 

the important activity, hiring, and investment indices we 

monitor turned up. Again, the increases were hardly 

awe-inspiring, but it does appear that a slow move to a 

COVID new normal and the border re-opening has 

helped to stabilise business sentiment. We’re hopeful we’ll see more of the same next month.   

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

Headline Confidence -41.9 -51.8 -4.1 2.4

Own Activity Expectations 3.3 -2.2 16.6 23.6

Capacity Utilisation 7 5.8 14.6 16.8

Employment Intentions 12.3 2.3 14.4 10.1

Investment Intentions 5.2 4.5 11.9 11.2

Profit Expectations -27.1 -32.7 -0.6 5.9

Pricing Intentions 80.5 74.1 47.3 27.2

Costs 95.9 92 73.3 59.8

Inflation Expectations 5.51 5.29 1.97 2.1

Zoom in & you can 

see the bounce! 
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While investment intentions remained in the doldrums, and indicative of slowing GDP growth (see charts on final 

page), employment intentions registered a reasonable bounce. Of course, whether firms can actually find all the 

workers they intend to hire remains the bigger issue. In the least, strong demand for labour alongside restricted 

supply supports our forecasts for further falls in the unemployment rate down into the “2s” later this year.   

One of the other big movers in March was the collapse in residential construction intentions from -5.0 in February to  

-26.9 in March. While building consent issuance continues apace, as we saw from this morning’s data, the sudden-

stop in housing market momentum and associated uncertainty about the outlook appears to have injected some 

caution into the sector. 

Measures of cost expectations and pricing intentions unsurprisingly lifted further into the stratosphere. A net 95.6% of 

respondents reported that their operating costs are 

expected to rise, with a smaller net 80.5% expected to be 

able to raise prices. Mind the gap. No wonder profitability 

remains under the gun, with the ANZ index of such still 

deeply into negative territory despite a small lift in March  

(-32.7 in Feb goes to -27.1).  

We’d warned that a further lift in pricing intentions would 

introduce (even more) upside onto our prior forecast for a 

7% peak in CPI inflation. And so it was (see chart). We’ve 

consequently nudged up our forecasts to allow for a 7.5% 

peak.  

Overall, the economy remains in a tricky spot. Inflation 

pressures are showing no signs of abating even as firms are 

reporting difficult business conditions, the household sector 

pulls its horns in, and the housing market gets a case of the speed wobbles. The calculus for the RBNZ hasn’t changed 

though. A long series of OCR hikes will be required to rein in inflation. Indeed, today’s survey probably tips the odds 

slightly further towards a 50bps hike next month, but we’re retaining our 25bps call for now given the activity 

concerns noted earlier.  
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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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