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QSBO detail remains soft


The lift in NZIER QSBO business confidence over Q4 was less than we expected.



Reported activity remained very weak in Q4 and consistent with quarterly GDP growth of just 0.1%.



We continue to expect another 25 basis point OCR cut from the RBNZ over 2020.
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Summary & implications
The NZIER Q4 Quarterly Survey of Business Opinion (QSBO) confirmed a small improvement in business confidence
over Q4. However, the lift was smaller than seen in recent ANZ confidence surveys. Overall, confidence remains at
levels consistent with weak GDP growth, and the details within the survey remain cause for concern that there is not
sufficient support for a economic recovery to gain traction. In particular, profitability remains under pressure and
indicators suggest a softening in labour market conditions. The QSBO makes a case for further policy support, and we
continue to expect the RBNZ to cut the Official Cash Rate (OCR) once more over 2020.

Business confidence suggests growth may slow further
The NZIER Quarterly Survey of Business Opinion confirmed a small
improvement in business confidence over Q4. However, the lift
was smaller than was seen in the monthly ANZ confidence survey.
Overall, confidence remains at levels consistent with weak GDP
growth, and the details within the survey remain cause for
concern that there is not sufficient support for economic recovery
to gain traction.
Reported trading activity over Q4 (which has the strongest
correlation with GDP growth) remained weak and suggests ASB’s
modest GDP growth forecasts may be too optimistic. Reported
domestic trading activity is consistent with quarterly GDP growth
of just 0.1% qoq, whereas we have pencilled in an average
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quarterly growth of 0.4% over H2 2019 - H1 2020.
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The report also revealed profit margins remain under pressure, in
part due to softening demand. Slowing demand and squeezed
profit margins are spilling into employment and investment
outcomes. Interestingly, a gap has emerged between employment
intentions (which remain positive) vs. employment outcomes
(which have fallen over the past three quarters). On balance,
labour market indicators suggest that the labour market is likely
to weaken over the coming year, which could potentially weigh on
consumer demand and act as a headwind to economic recovery.
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The survey also confirms the recent slowdown in growth is most
likely demand led, and not a result of capacity constraints in the
economy. A higher share of firms now report demand/sales as the
key factor constraining expansion in output compared to a year ago.
Meanwhile, the difficulty in finding labour has eased over the past
year – suggesting labour market has become slightly less tight and
likely to be less of a constraint on output growth.
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that the economy continues to require additional policy support
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spending over the past year. We continue to expect a further 25
basis point OCR cut from the RBNZ this year, and have pencilled
this rate cut in for May. However, the timing of this cut is likely to remain data-dependent. Importantly, the RBNZ
will likely want to see how business confidence evolves over the first half of the year.
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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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