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Labour and supply shortages intensify 

• The Q4 NZIER Quarterly Survey of Business Opinion revealed a further tightening in labour market conditions.   

• Inflation pressures also remain acute, with annual CPI inflation likely to lift to over 6% in Q4.    

• Labour shortages, global supply chain disruptions and elevated inflation pressures are likely to remain 
persistent challenges through 2022.  

Summary & implications  
The NZIER Quarterly Survey of Business Opinion confirmed the NZ economy remained extremely supply constrained 

over the second half of 2021, with activity held back by a tight labour market and global supply chain disruptions.  The 

survey points to a further tightening in the labour market over the December quarter.  The unemployment rate fell 

from 4% to 3.4% over Q3 as the strength of the labour market through the Delta outbreak took most economists by 

surprise.  Early employment indicators for Q4 suggests this momentum likely continued, and the unemployment rate 

is likely to fall further to exceptionally-low levels.   

Meanwhile, inflation pressures remain acute with annual inflation now likely to lift above 6% in Q4 2021.  The survey 

also suggested some risk that annual inflation remains elevated for longer through the first half of 2022.  The sharp 

increase in CPI inflation has outstripped wage increases, eroding purchasing power.  Coupled with higher interest 

rates and tightening credit conditions, we expect to see a slowdown in economic demand over the coming year.  The 

Omicron variant of COVID-19 also introduces an additional element of uncertainty over the near-term outlook.  

Labour market tightens further in Q4 

 

The NZ labour market remains extremely tight, with the ease of 

finding labour continuing to fall from already astonishingly-low levels.  

Labour remains the key constraint limiting firms’ ability to expand (net 

34%).  The number of employed did appear to slow in Q4, but this 

likely reflects the sheer difficulty in recruiting given that employment 

intentions remain elevated.  

Global supply chain disruption and international shipping woes also continue to plague businesses, with the number 

of firms reporting materials supplies as a key constraint remaining elevated (net 14%).   

LABOUR MARKET INDICATORS Dec-21 Sep-21 Hist ave

Number Employed (Past 3 Months, s.a.) 6.3 13.0 -0.1

Number Employed (Next 3 Months, s.a.) 17.2 14.4 4.3

Labour Shortages (Skilled) -73.3 -71.8 1.4

Labour Shortages (Unskilled) -60.8 -54.1 1.7

Factor Constraints (Labour) 33.8 28.3 10.1
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Inflation pressures remain acute 

 

Inflation pressures remain acute, with a further rise (from already-

high levels) in the net number of firms reporting an increase in costs.  

Pricing intentions also continued to rise.  The Q4 survey affirms our 

current expectation that Q4 annual inflation will lift to 6.1% from 4.9% 

in Q3 (see chart opposite).  The survey’s forward-looking measures 

also suggests some risk that inflation pressures remain elevated for 

longer through the first half of 2022. 

Delta distruptions activity 

 

The survey showed a deceleration in reported trading activity in Q4.  

However, this is likely due to the impact of the Delta outbreak as the 

Q3 survey likely did not capture the full lockdown impact given the 

timing of the August Delta outbreak (second half of Q3).  Along with 

the fall in activity, there is also a dip in investment intentions, which 

likely reflects the uncertainty which comes along with NZ’s transition 

to living with COVID-19.   

Looking ahead, the economic outlook is now clouded by the highly-contagious Omicron variant which has caused 

absolute chaos abroad.  It’s considered a matter of when, not if, the variant breaks into the NZ community.  The 

combination of NZ’s high vaccination rates and sunny summer weather has proved to be a highly-effective tool at 

managing the Delta outbreak over recent weeks, with case numbers falling through December.  However, the 

Omicron variant has proved to be a game changer, and there remains a high degree of uncertainty over the next few 

months over how it will impact NZ.   Beyond Omicron, global supply chain disruptions are likely to continue for some 

time and will continue to present a challenge to NZ businesses highly reliant on international trade.  Likewise, we also 

expect the labour market to remain tight over the coming year.  The rise in inflation has outstripped the lift in wage 

earnings over the past year, and reduced household purchasing power in real terms.  Coupled with higher interest 

rates and tighter credit conditions, we expect to see a slowdown in economic demand over the coming year.  

 

 

 

 

 

INFLATION INDICATORS Dec-21 Sep-21 Hist ave

Capacity Utilisation (%) 89.5 96.1 90.4

Costs (Past 3 Months, s.a.) 59.8 56.5 27.8

Costs (Next 3 Months, s.a.) 67.5 57.7 27.7

Selling Prices (Past 3 Months, s.a.) 52.4 48.0 11.4

Selling Prices (Next 3 Months, s.a.) 62.7 60.3 19.3

GROWTH INDICATORS Dec-21 Sep-21 Hist ave

Business Confidence (seasonally adjusted) -34.4 -11.1 -6.9

Ow n Activity (actual, s.a.) -1.3 11.8 6.1

Ow n Activity (expected, s.a.) 8.3 8.7 12.4

Investment Intentions (building) 4.0 7.9 -6.7

Investment Intentions (plant) 3.0 13.2 2.6

Profitability (past 3 Months) -15.9 -11.1 -14.8

Profitability (next 3 Months) -16.0 -27.0 -3.4
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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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