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Data summary 

 Latest 

Headline business 

confidence (actual) 

-25 

Headline business 

confidence (sa) 

-24 

Domestic trading activity 

(sa, past) 
-23 

Domestic trading activity 

(sa, expected) 

-11 

CUBO (actual) 90.2% 

Avg selling price –  

next 3 months 

33 

 

 
 

 

Back to reality 

The bottom line 

• The NZIER’s Q1 Quarterly Survey of Business Opinion (QSBO) suggests 

the post-election honeymoon is now over and that the reality of a weak 

economy is back in the driver’s seat.  

• Business confidence fell 14 points to -24% (seasonally adjusted – sa). 

Activity measures deteriorated, with domestic trading activity down 30 

points to -23% (more consistent with where we see underlying 

economic momentum), and capacity utilisation dipped a touch as labour 

indicators softened. Pricing measures generally dipped a little further.  

• Labour as a limiting factor for production fell to below pre-pandemic 

levels, mitigating the risk that a tight labour market drives a 

reacceleration in labour costs and therefore domestic (and potentially 

sticky) CPI inflation.  

• The indicators for activity, the labour market, capacity, and pricing are 

unlikely to move the dial much for the RBNZ. There are enough 

economic indicators still going the right way for the RBNZ to remain 

patient. But at the same time, these (and other data) are yet to confirm 

that the battle against high inflation has been won. So in the words of 

the February MPS, that all still suggests “the OCR needs to remain at a 

restrictive level for a sustained period of time.” 

Key points 

• Business sentiment gave up some of its post-election bounce, 

down 14 points to -24% (sa), weaker than our own Business Outlook. 

As noted last quarter, there is a decent political bias in some of these 

indicators, but the Q1 results suggest the post-election honeymoon 

hasn’t lasted long given the reality of a weak economy. As in the 

ANZBO, the building industry remains a weak spot, but the suite of 

indicators across services and merchants also deteriorated on a 

quarterly basis.  

Figure 1.  Business confidence 

 

https://www.anz.co.nz/content/dam/anzconz/documents/economics-and-market-research/NZ-Economic-Acronyms-Definitions.pdf
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• Experienced domestic trading activity (DTA) also deteriorated, 

down 30 points to -23 on a seasonally adjusted basis, more than 

retracing Q4’s jump higher. Clearly, Q4’s sharp rise was not a good 

predictor of the weak Q4 GDP data – and that’s important context for 

the Q1 read. In fact, the rebound in Q1 just brings this measure of 

activity back into line with where we think economic momentum is 

currently travelling, but we wouldn’t go so far as to say it represents 

upside or downside risk to our GDP forecast of 0.2% q/q (0.3% y/y) in 

Q1. Meanwhile, profitability deteriorated 19 points to -47%, well below 

its long-run average of -18%, but not a fresh low by any means. 

Figure 2.  Domestic trading activity and GDP 

 

• Capacity utilisation fell 1.2%pts to 90.2%, still above its long-run 

average of 89.6%. We (and the RBNZ) use this measure as an early 

gauge on where the output gap may be trending. It’s one of the timelier 

measures we get, but it’s by no means the only measure worth looking 

at. At face value, the Q1 read suggests capacity pressures (and 

therefore CPI inflation pressures) are not yet significantly in 

disinflationary territory, which is what the RBNZ is trying to achieve 

(and maintain long enough for underlying inflation to sustainably return 

to target).  

Figure 3.  Capacity utilisation (CUBO value) 
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• Indicators for the labour market softened in the quarter. The ease 

of finding unskilled labour fell to +25% from +33%, with skilled labour 

dipping from +3% to +1%. Reported employment for the past quarter 

fell to -11% from +9% and hiring intentions for the coming quarter 

dropped from 21% to 2%. The overall vibe still roughly squares with 

robust growth in monthly employment in recent months, but it 

highlights that it is likely just as much a supply story as it is a demand 

one. However, there is enough here to conclude that the labour market 

is poised to loosen further.  

Figure 4.  Difficulty finding labour 

 

• Labour as a limiting factor eased further from 16% to 11%, 

below pre-pandemic levels. In terms of the overall inflation impulse, 

the limiting factors on production show everything is moving the right 

way for the RBNZ. Sales (demand) as a limiting factor lifted 9pts to 59% 

as labour (and therefore pressure on labour costs) fell. In big-picture 

terms, this suggests pipeline labour costs are very unlikely to drive a 

reacceleration in domestic (non-tradables) inflation, but we still wouldn’t 

say these data guarantee the sustained period of disinflation that the 

RBNZ requires. The labour market needs to loosen further to be 

confident of that.   

Figure 5.  Limiting factors  
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• Experienced price rises fell 2pts to 35%, only 9pts above its 

long-run average of 26%. The NZIER reports that there has been a 

decline in the proportion of firms reporting higher costs and increasing 

prices in Q1. Meanwhile, pricing intentions fell 4pts to 33% and 

experienced costs declined 7pts to a net 49% of firms reporting higher 

costs.  

Figure 6.  Pricing intentions and CPI inflation 

 

All in all, and as is typical with these data given their very broad coverage, 

there are a few mixed signals coming through. However, the overall vibe is 

a deterioration from last quarter on the activity front, with a little progress 

on the inflation side. That said, the political bias in some key indicators 

could be time-varying and quite volatile, meaning it’s probably a little too 

early to be making strong conclusions about what the quarterly ups and 

downs mean for activity and employment (ie the data could still be settling 

into the new political reality). Indeed, Q4’s solid rise in the domestic trading 

activity measure certainly didn’t show up in the Q4 GDP data, so we’re not 

putting much weight on Q1’s recoil.  

But taken at face value, today’s indicators for activity, the labour market, 

capacity, and pricing are unlikely to move the dial much for the RBNZ’s 

Monetary Policy Review tomorrow. There are enough economic indicators 

still going the right way for the RBNZ to remain patient. But at the same 

time, these (and other data) are yet to confirm that the battle against high 

inflation has been won. So in the words of the February MPS, that suggests 

“the OCR needs to remain at a restrictive level for a sustained period of 

time.” 
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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 
 
 

 

  

General enquiries:  

research@anz.com 

Follow ANZ Research  

@ANZ_Research (global) 

 

David Croy 
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Market developments, interest 

rates, FX, unconventional 

monetary policy, liaison with 

market participants. 

Telephone: +64 4 576 1022 

Email: david.croy@anz.com 
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Agricultural Economist 
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and outlook, structural change 
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Email: susan.kilsby@anz.com 

Miles Workman  

Senior Economist  
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co-ordinator, economic 
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policy. 

Telephone: +64 21 661 792 

Email: miles.workman@anz.com 

 
Henry Russell 

Economist  

Macroeconomic forecasting, 

economic developments, labour 
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monetary policy. 

Telephone: +64 21 629 553 
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Natalie Denne 

PA / Desktop Publisher 
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diary. 

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

 
Kyle Uerata 

Economic Statistician  

Economic statistics, ANZ 
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The opinions and research contained in this document (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) general in nature 

and do not take into account your financial situation or goals. 

This document may be restricted by law in certain jurisdictions. Recipients must 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 it 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 in it 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 and made on 
reasonable grounds on the date it was published, ANZ Group does not represent or warrant the accuracy or completeness of the information. 

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. 

This document may contain forward looking statements or opinions including statements regarding our intent, belief or current expectations 

regarding economic and market conditions, financial instruments and credit markets. Such statements are usually predictive in character, 

may not be accurate once the future becomes known and should not be relied upon when making investment decisions. Past performance is 
not a reliable indicator of future performance. ANZ does not accept any responsibility to inform you of any revisions to these forward-looking 

statements to reflect events or circumstances occurring after the date of 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. 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. 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. 
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