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Thin ice 

• Inflation indicators didn’t get any worse, affording some comfort to the RBNZ that inflation may be peaking.  

• Activity measures mostly deteriorated – supporting our view that the RBNZ is too optimistic on the near-term 
growth outlook. Business and consumer confidence are around recessionary levels.  

• No implications for our updated OCR view. We continue to expect a further 150bps of OCR hikes this year.  

 

 
 

Quick thoughts 
The May ANZ Business Outlook survey was most 

notable for tentative signs that inflation might be 

peaking. This was naturally where all the attention was 

given the RBNZ’s throwing down the gauntlet to 

inflation last week.  

While the survey’s inflation expectations measure rose 

again to 6.18% from 5.92%, this might have been 

expected given its general co-movement with actual 

inflation (which, recall, is running at 6.9%).  

Firms’ pricing intentions tend to be the more useful, 

forward-looking measure. To be sure, they remain 

stratospheric with a net 71% of surveyed firms 

expecting to raise prices. But this was down a little from 

last month’s 76.7%. As the chart shows, it’s not indicative of a sudden decline in inflation, but the tick down will at 

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

Headline Confidence -55.6 -42 1.8 1.0

Own Activity Expectations -4.7 8 27.1 23.1

Capacity Utilisation 4.9 7.4 20.1 16.6

Employment Intentions 6.1 9.4 20.5 10.1

Investment Intentions 8.6 3.1 18.9 11.1

Profit Expectations -31.3 -30 3.9 5.2

Pricing Intentions 71 76.7 57.4 28.1

Costs 95.5 95.5 81.3 61.7

Inflation Expectations 6.18 5.92 2.22 2.2

https://www.asb.co.nz/content/dam/asb/documents/reports/economic-note/rbnz-review-may22a.pdf
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least provide comfort to the RBNZ that it is not getting any worse.   

The Bank’s quest to squash inflation is not coming without cost though. Indeed, to us, the question is not whether the 

RBNZ will eventually get on top of inflation, but more what will need to be sacrificed to get there. On this score, the 

news from the May ANZBO wasn’t flash. It’s not just higher interest rates. The general explosion in costs, supply 

problems, difficulty sourcing staff, and squeezed profitability are all combining to push business sentiment to 

extremely depressed levels. Risks of a hard landing 

continue to rise.  

Headline business confidence, at a net -55.6, 

plunged in May to the lowest level since the hard 

lockdown of April 2020. The construction and 

manufacturing sectors (at -77 and -58, 

respectively) were the biggest contributors to the 

May decline. Meanwhile, own activity – which 

tends to be the better guide to future GDP growth 

– fell back into negative territory (-4.7) from +8.0 in 

April. The construction industry was the most 

noticeable underperformer here. Indeed, the 

precipitous decline in residential construction 

intentions – down further to -50 from -37 in April – 

remains a flashing warning light (chart opposite). 

Long story short, business confidence is at 

recessionary levels. So is consumer confidence. 

The post Omicron-peak bounce is yet to arrive and 

the longer confidence remains mired at these 

levels the higher the chance the RBNZ will have to 

sharply downgrade the GDP growth view delivered 

only last week. Indeed, even our own much 

weaker GDP view is on thin ice.  

Still, this won’t shake the Bank off it’s plan to keep 

rapidly hiking interest rates. Inflation remains 

public enemy number one. Indicators of such 

remain far too high, and there’s plenty more 

interest rate work to do.  
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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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