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Business confidence jumped 21 points to +23 in October. Expected own
activity rose 12 points to +23. Activity indicators jumped in the early-
month sample and jumped again in the second half of the month.

e Inflation indicators were mixed — the RBNZ needs to see more progress.

@ Contact Figure 1. ANZ Business Confidence Index and ANZ Own Activity Index

75
Sharon Zollner for more

details.
50

ZZV\HAU/A ki Wj\ fA\"AVV/

[

o

C

o
The next release of the ANZ @
Business Outlook is due on g
30 November 2023 at 1pm. 25

-50,
. Percentage expecting improvement minus

If you would like to be a part of our percentage expecting deterioration
survey, please click here. =75

07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23
. —Activity outlook —Business confidence
Confused by acronyms or jargon?

Source: Macrobond, ANZ Research
See a glossary here.

Table 1: Results versus last month

Net Balance Oct Sep Comment

Business Confidence 23.4 1.5 Firms are mor_e_con,flh_:lent about “g,er_1eral
business conditions” in 12 months’ time.

Own Activity Outlook 23.1 10.9 Manuf. strong; construction & agri weak.

Export Intentions 6.1 -0.4  Taking heart from dairy price floor?

Investment Intentions 3.8 -4.1 Back in the black, led by manufacturing.

Cost Expectations 76.0 78.6  Not giving ground easily. Services 82.

Wage Expectations 81.3 82.2  Jumped for manufacturing (90.9).

Capacity Utilisation 14.5 7.3 Range: construction -13, manuf. +25.

Residential Construction -12.5 -13.6 Hanging in there.

Commercial Construction -4.0 -29.6 The zig-zag continues.

Employment Intentions 5.6 1.2 Big range: constr. -13 to manuf. +18

Highest since Aug-21, but construction &

Profit Expectations -5.6 -13.2 . .

agriculture pretty grim.
Pricing Intentions 46.3 47.1  Mix of rises and falls in this flat result.
Ease of Credit -20.8 -23.5 Weakest by far for agri, unsurprisingly.

Unchanged, still high. Outside of agri

(5.4%), clustered in 4.70-4.94% range.

Activity — vs. same Big fall for manufacturing offset by
-10.6 -12.9 .

month one year ago increases elsewhere.

Employment - vs. same A pretty chunky fall. Only agriculture
-8.4 -1.8 .

month one year ago increased versus the previous month.

Inflation Expectations 4.94% 4.95%


mailto:kyle.uerata@anz.com
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The October ANZ Business Outlook survey saw a bounce in most activity
indicators following the All Blacks’ successful progression to the World Cup final
- and the election. Figure 2 below shows September results, the early-October
read, and finally the roughly 25% of responses that came in mostly around 19-
20 October following the reminder email.

Figure 2. Evolution of results
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Of course, most activity indicators have been trending higher all year, and
there is also always a degree of sample noise, so not all of the difference over
the month should be simply ascribed to events that occurred between the two
samples. That said, it would clearly be a stretch to argue there’s been no
election impact. But importantly, it doesn't follow that the results are spurious.
Rather, the question becomes whether firms will follow through on these more
robust intentions or not. The first test will be whether these stronger numbers
persist or peter out. Second, we will have to wait and see what actually
happens to investment, employment, activity etc. That will in turn depend on
whether firms’ expectations of higher activity come to fruition or not. It is fair
to say that the historical data and experience suggests that people may
overestimate the near-term impact of a change in Government on the business
cycle, in either direction.

Turning to inflation indicators, the proportion of firms expecting higher costs
and intending to raise their prices soon were little changed. However, the
proportion of firms in the manufacturing sector expecting to raise wages rose
to 91%, the highest since March, and the size of expected wage settlements in
that sector lifted too, to the highest since May. That’s counterintuitive, given
the surge in labour supply from net migration. Meanwhile, economy-wide
inflation expectations were pretty flat at around 5% (figure 3).

Figure 3. ANZBO inflation indicators
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Firms’ average estimate of where their own selling prices will be in three
months’ time is currently going broadly sideways at 2.1% (versus 2.2% in
September) (figure 4).

Figure 4. Pricing intentions by sector
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On average firms are expecting their costs in three months’ time to be 3.9%
higher than today, the same as September (figure 5). The agriculture and
services sectors expect the highest cost increases (4.4% higher in three
months’ time).

It's important to note when looking at these data, our survey asks about
increases in the coming three-month period, not over a year - the nhumbers
clearly remain too high to be consistent with inflation returning to the 2%
target any time soon, so the RBNZ needs to see solid further declines over
coming months.

Figure 5. Cost expectations by sector
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Encouragingly for the Reserve Bank, reported past wage increases (versus a
year earlier) dropped to 4.9% (figure 6, over), a decent fall and the lowest
read since we started asking this question in March 2022. The services
sector reported wage increases of 4.8%, also the lowest thus far. It wasn’t
one-way traffic - reported wage increases in the retail sector ticked up from
5.1% to 5.6% - but overall past wage settlements are going the way the
RBNZ needs them to go. On the other hand, expectations for wage
settlements over the next 12 months were steady at 4.0% (figure 7).
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Figure 6. Wage growth by sector: last 12 months Figure 7. Wage growth by sector: next 12 months
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Our heatmap of indicators by sector, Table 2 below, shows a cheerful swathe
of orange over the month, with most indicators lifting. Swimming against the
tide were manufacturing activity and employment versus a year ago, some
construction sector indicators, and retail experienced employment.

In levels terms, construction and agriculture are the most downbeat sectors,
and manufacturing and retail are the most upbeat (relative to their own
histories).

Table 2. Heatmap Levels Monthly changes

Retail Mfg Agric Constrn Serv Retail Mfg Agric Constrn Serv
37.2 -12.0 26.7

Business Confidence

Own activity outlook 36.4 3.2

Activity vs. same month one year ago .

Exports 0.0 -1.0 15.8 12.8 10.0
Investment 0.0 [2005°7 10.0 6.3

Capacity Utilisation 9.3 2.4 8.9 =35 -
Residential Construction . 1.1
Commercial Construction
Employment . 8.7 -3.2 7.0
Employment vs. same month one year ago  -2.2 -3.8 _ 15.3 2.1
Profits 4.3 2.3 2.7 16.5 8.0 5.1 &
Ease of Credit -8.7 -25.0 -16.1 -17.6 7.6 5.2 -2.9 -3.6 3.8
Costs 72.1 65.9 72.0 64.5 82.0 2.4 0.4
Pricing Intentions 35.5 _ 4.1 7.4 4.3 1.4

Note: Shades of orange indicate high, and shades of blue, low, becoming more intense at the extremes. The colour coding is based on
standardised values that take into account the historical average and variation in each series. For example, a series may be low
compared to others but if that’s not unusual, it may not be blue. Note the versus a year ago questions began in December 2019.

Reported past activity has a good correlation with GDP and is consistent
with the economy continuing to gradually lose momentum (figure 8).

Figure 8. Past activity and GDP
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Survey Results October 2023

Our take

Just as we thought that the rebound in activity indicators in the ANZ
Business Outlook survey might be running out of steam, we’ve seen a

marked jump across most. Before we judge the importance for the

economic outlook, particularly given the noise of the election, we'll see
whether the newfound (relative) optimism persists over the next few
months. Especially since the All Blacks lost the final.

Meanwhile, inflation pressures are gradually waning in the big picture, but
there hasn’t been a great deal of progress in the last couple of months. It's
still a very long way back to the inflation target, and we continue to expect
it'll take at least one more OCR hike to get us there.

Net Balance October
Business Confidence 23.4
Own Activity Outlook 23.1
Export Intentions 6.1
Investment Intentions 3.8
Cost Expectations 76.0
Capacity Utilisation 14.5
Residential Construction -12.5
Commercial Construction -4.0
Employment Intentions 5.6
Profit Expectations -5.6
Pricing Intentions 46.3
Ease of Credit Expectations -20.8
Inflation Expectations (%) 4.94
Activity — same month one year ago -10.6
Employment - same month one year ago -8.4
Price Expectations - 3 months from now (%) 2.1
Cost Expectations — 3 months from now (%) 3.9
Wages/Salaries — next 12 months (%) 4.0
Wages/Salaries - same month a year ago (%) 4.9
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Previous
(Sep)
1.5

10.9
-0.4
-4.1
78.6
7.3
-13.6
-29.6
1.2
-13.2
47.1
-23.5
4.95
-12.9
-1.8
2.2
3.9
4.0
5.5

Retail

38.3
28.3
0.0
0.0
72.1
17.8

-11.1
4.3
60.5
-8.7
4.94
-26.7
-2.2
3.1
3.4
3.8
5.6

Mfg

37.2
36.4
5.7
18.6
65.9
25.0

18.2
2.3
54.5
-25.0
4.93
-22.7
-7.0
2.4
3.0
4.6
5.1

Agric

-12.0
8.0
-13.6
-40.0
72.0
20.0

-8.0
-56.0
-4.0
-64.0
5.42
-28.0
-12.5
-1.5
4.4
3.6
5.5

Constrn

26.7
3.2
-4.8
3.2
64.5
-12.9
-12.5
-4.0
-12.9
-38.7
35.5
-16.1
4.70
-29.0
-38.7
1.8
3.2
3.7
4.5

Services

20.2
23.9
14.2
6.4
82.0
16.2

10.9
2.7
50.8
-17.6
4.89
0.5
-3.8
2.4
4.4
3.8
4.8
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Contact us

Meet the team

We welcome your questions and feedback. Click here for more information about our team.

Sharon Zollner
Chief Economist

Follow Sharon on Twitter
@sharon_zollner

Telephone: +64 9 357 4094
Email: sharon.zollner@anz.com

David Croy
Senior Strategist

Market developments, interest
rates, FX, unconventional
monetary policy, liaison with
market participants.

Telephone: +64 4 576 1022
Email: david.croy@anz.com

Miles Workman
Senior Economist

Macroeconomic forecast co-
ordinator, fiscal policy, economic
risk assessment and credit
developments.

Telephone: +64 21 661 792
Email: miles.workman@anz.com

Andre Castaing
Economist

Macroeconomic forecasting,
economic developments, housing
and monetary policy.

Telephone: +64 21 199 8718
Email: andre.castaing@anz.com

Natalie Denne
PA / Desktop Publisher

Business management, general
enquiries, mailing lists,
publications, chief economist’s
diary.

Telephone: +64 21 253 6808
Email: natalie.denne@anz.com
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General enquiries:
research@anz.com

Follow ANZ Research
@ANZ_Research (global)

Susan Kilsby
Agricultural Economist

Primary industry developments
and outlook, structural change
and regulation, liaison with
industry.

Telephone: +64 21 633 469
Email: susan.kilsby@anz.com

Henry Russell
Economist

Macroeconomic forecasting,
economic developments, labour
market dynamics and inflation.

Telephone: +64 21 629 553
Email: henry.russell@anz.com

Kyle Uerata
Economic Statistician

Economic statistics, ANZ
proprietary data (including ANZ
Business Outlook), data capability
and infrastructure.

Telephone: +64 21 633 894
Email: kyle.uerata@anz.com
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Important notice

Last updated: 18 April 2023

The opinions and research contained in this document (which may be in the form of text, image, video or audio) are (a) not
personal financial advice nor financial advice about any product or service; (b) provided for information only; and (c)
intended to be general in nature and do not take into account your financial situation or goals.

This document may be restricted by law in certain jurisdictions. Persons who receive this document must inform themselves about and
observe all relevant restrictions.

Disclaimer for all jurisdictions: This document is prepared by ANZ Bank New Zealand Limited (ANZ Centre, 23-29 Albert Street,
Auckland 1010, New Zealand). This document is distributed in your country/region by Australia and New Zealand Banking Group Limited
(ABN11 005 357 522) (ANZ), a company incorporated in Australia or (if otherwise stated), by its subsidiary or branch (herein collectively
referred to as ANZ Group). The views expressed in this document are those of ANZ Economics and Markets Research, an independent
research team of ANZ Bank New Zealand Limited.

This document is distributed on the basis that it is only for the information of the specified recipient or permitted user of the relevant
website (recipients).

This document is solely for informational purposes and nothing contained within is intended to be an invitation, solicitation or offer by ANZ
Group to sell, or buy, receive or provide any product or service, or to participate in a particular trading strategy.

Distribution of this document to you is only as may be permissible by the laws of your jurisdiction, and is not directed to or intended for
distribution or use by recipients resident or located in jurisdictions where its use or distribution would be contrary to those laws or
regulations, or in jurisdictions where ANZ Group would be subject to additional licensing or registration requirements. Further, any products
and services mentioned in this document may not be available in all countries.

ANZ Group in no way provides any personal financial, legal, taxation or investment advice to you in connection with any product or service
discussed in this document. Before making any investment decision, recipients should seek independent financial, legal, tax and other
relevant advice having regard to their particular circumstances.

Whilst care has been taken in the preparation of this document and the information contained within is believed to be accurate, ANZ Group
does not represent or warrant the accuracy or completeness of the information, except with respect to information concerning ANZ Group.
Further, ANZ Group does not accept any responsibility to inform you of any matter that subsequently comes to its notice, which may affect
the accuracy of the information in this document.

Preparation of this document and the opinions expressed in it may involve material elements of subjective judgement and analysis. Unless
specifically stated otherwise: they are current on the date of this document and are subject to change without notice; and, all price
information is indicative only. Any opinions expressed in this document are subject to change at any time without notice.

ANZ Group does not guarantee the performance of any product mentioned in this document. All investments entail a risk and may result in
both profits and losses. Past performance is not necessarily an indicator of future performance. Any products and services described in this
document may not be suitable for all investors, and transacting in these products or services may be considered risky.

ANZ Group expressly disclaims any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense
(Liability) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection with
this document to the extent permissible under relevant law. Please note, the contents of this document have not been reviewed by any
regulatory body or authority in any jurisdiction.

ANZ Group may have an interest in the subject matter of this document. They may receive fees from customers for dealing in any products
or services described in this document, and their staff and introducers of business may share in such fees or remuneration that may be
influenced by total sales, at all times received and/or apportioned in accordance with local regulatory requirements. Further, they or their
customers may have or have had interests or long or short positions in any products or services described in this document, and may at
any time make purchases and/or sales in them as principal or agent, as well as act (or have acted) as a market maker in such products.
This document is published in accordance with ANZ Group’s policies on conflicts of interest and ANZ Group maintains appropriate
information barriers to control the flow of information between businesses within the group.

Your ANZ Group point of contact can assist with any questions about this document including for further information on these disclosures of
interest.

Australia. ANZ holds an Australian Financial Services licence no. 234527. For a copy of ANZ's Financial Services Guide please click here or
request from your ANZ point of contact.

Brazil. This document is distributed on a cross border basis and only following request by the recipient. No securities are being offered or
sold in Brazil under this document, and no securities have been and will not be registered with the Securities Commission - CVM.

Brunei, Japan, Kuwait, Malaysia, Switzerland, Taiwan. This document is distributed in each of these jurisdictions by ANZ on a cross-
border basis.

Cambodia. The information contained in this document is confidential and is provided solely for your use upon your request.

This does not constitute or form part of an offer or solicitation of any offer to engage services, nor should it or any part of it form the basis
of, or be relied in any connection with, any contract or commitment whatsoever. ANZ does not have a licence to undertake banking
operations or securities business or similar business, in Cambodia. By requesting financial services from ANZ, you agree, represent and
warrant that you are engaging our services wholly outside of Cambodia and subject to the laws of the contract governing the terms of our
engagement.

Canada. This document is general information only, is intended for institutional use only — not retail, and is not meant to be tailored to the
needs and circumstances of any recipient. In addition, this document is not intended to be an offer or solicitation to purchase or sell any
security or other financial instrument or to employ a specific investment strategy.

Chile. You understand and agree that ANZ is not regulated by Chilean Authorities and that the provision of this document is not subject to
any Chilean supervision and is not guaranteed by any regulatory or governmental agency in Chile.

Fiji. For Fiji regulatory purposes, this document and any views and recommendations are not to be deemed as investment advice.

Fiji investors must seek licensed professional advice should they wish to make any investment in relation to this document.

Hong Kong. This document is issued or distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong Kong
Monetary Authority to conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance)
regulated activities. The contents of this document have not been reviewed by any regulatory authority in Hong Kong. If you are in any
doubt about any of the contents of this document, you should obtain independent professional advice.

India. If this document is received in India, only you (the specified recipient) may print it provided that before doing so, you specify on it
your name and place of printing.

Israel. ANZ is not a holder of a licence granted in Israel pursuant to the Regulation of Investment Advising, Investment Marketing and
Portfolio Management Law, 1995 (“Investment Advice Law”) and does not hold the insurance coverage required of a licensee pursuant to
the Investment Advice Law. This publication has been prepared exclusively for Qualified Clients as such term is defined in the First Schedule
to the Investment Advice Law. As a prerequisite to the receipt of a copy of this publication a recipient will be required to provide
confirmation and evidence that it is a Qualified Client. Nothing in this publication should be considered Investment Advice or Investment
Marketing as defined in the Investment Advice Law. Recipients are encouraged to seek competent investment advice from a locally licensed
investment adviser prior to making any investment.

Macau. Click here to read the disclaimer for all jurisdictions in Mandarin. E&i7]. mEILARIEMBEIEEEXNRIREBEN T X R,

Myanmar. This document is intended to be general and part of ANZ’s customer service and marketing activities when implementing its
functions as a licensed bank. This document is not Securities Investment Advice (as that term is defined in the Myanmar Securities
Transaction Law 2013).
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New Zealand. This document is distributed in New Zealand by ANZ Bank New Zealand Limited. The material is for information purposes
only and is not financial advice about any product or service. We recommend you seek advice about your financial situation and goals
before acquiring or disposing of (or not acquiring or disposing of) a financial product.
Oman. ANZ neither has a registered business presence nor a representative office in Oman and does not undertake banking business or
provide financial services in Oman. Consequently ANZ is not regulated by either the Central Bank of Oman (CBO) or Oman’s Capital Market
Authority (CMA). The information contained in this document is for discussion purposes only and neither constitutes an offer of securities in
Oman as contemplated by the Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital Market Law of Oman (Royal Decree
80/98), nor does it constitute an offer to sell, or the solicitation of any offer to buy non-Omani securities in Oman as contemplated by
Article 139 of the Executive Regulations to the Capital Market Law (issued vide CMA Decision 1/2009). ANZ does not solicit business in
Oman and the only circumstances in which ANZ sends information or material describing financial products or financial services to
recipients in Oman, is where such information or material has been requested from ANZ and the recipient understands, acknowledges and
agrees that this document has not been approved by the CBO, the CMA or any other regulatory body or authority in Oman. ANZ does not
market, offer, sell or distribute any financial or investment products or services in Oman and no subscription to any securities, products or
financial services may or will be consummated within Oman. Nothing contained in this document is intended to constitute Omani
investment, legal, tax, accounting or other professional advice.
People’s Republic of China (PRC). This document may be distributed by either ANZ or Australia and New Zealand Bank (China)
Company Limited (ANZ China). Recipients must comply with all applicable laws and regulations of PRC, including any prohibitions on
speculative transactions and CNY/CNH arbitrage trading. If this document is distributed by ANZ or an Affiliate (other than ANZ China), the
following statement and the text below is applicable: No action has been taken by ANZ or any affiliate which would permit a public offering
of any products or services of such an entity or distribution or re-distribution of this document in the PRC. So, the products and services of
such entities are not being offered or sold within the PRC by means of this document or any other document. This document may not be
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