ANZ BUSINESS MICRO SCOPE

The ANZ Business Micro Scope is a quarterly
indicator which focuses on the prospects of
small businesses across New Zealand. The
survey was launched in March 2012 to
address a lack of on-going research specific
to the small business sector. The Micro
Scope covers a range of key business
intentions and views on prospects for both
respondents’ own businesses and the wider
economy. The figures in this release cover
the three months to September 2017.
The survey includes responses from over
200 small firms, comprising two tiers: the
“micro-sized” segment (up to 5 staff) and
the “intermediate” segment (6 to 20
employees). The sample is taken from the
ANZ Business Outlook survey, which covers
micro up to large businesses. Comparisons
prior to March 2012 are calculated by
extracting corresponding data on small
businesses from that survey, which goes
back to December 1999.
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WINDS OF CHANGE
SUMMARY


Business confidence amongst small firms eased in September though
remains high.



Activity, employment, investment and profit expectations – key proxies for
GDP growth – are all positive.



Our composite growth measure is flagging solid growth for small businesses
though the implied pace eased a touch.



Our composite growth measure surged for agricultural firms while headwinds
are growing for the construction sector.



Skilled labour shortages are still the biggest problem for small firms.
Regulatory requirements are weighing.

Business confidence for small firms eased a touch, though it’s high
historically. A net 14% of small businesses (down from 17%) are more
confident about general business conditions for the year ahead. Sentiment
across micro firms (0-5 employees) and intermediate sized businesses (those
that employ 6-20 employees) slipped 4pts and 2pts respectively. The blip in
sentiment possibly reflects an uncertain political environment, turn in the
housing market and some late business cycle wobbles.
Our composite growth measure for small firms – a key proxy for GDP
growth – eased to +20 but that’s still a robust signal and elevated in
level terms. The composite measure is based on growth indicators such as
firms’ own activity outlook, hiring, investment and profit expectations, indicators
that tie in well with actual growth. Growth prospects for intermediate-sized
businesses pushed on towards record highs (+30) while micro sized firms are
facing more apparent headwinds, with the growth measure down 4pts to +11.
The growth outlook still looks positive for small firms.
Figure 1. Small business confidence, composite measure
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Figure 2. Own activity
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Activity expectations among small firms dipped slightly but sit at a
very healthy net 31%. Activity expectations remain elevated having sat
around the 30% - 35% range for the past five quarters. Agricultural small
firms topped the list for the first time in over six years, at a net 42% (up
8pts). Manufacturing firms followed closely, at a net 37%, while the
construction sector had a sizable setback, falling to a net 24% from 46% in
June. Services activity expectations also eased while retail sits at the bottom
of the pack, at 15%.

Source: ANZ

Figure 3. Hiring intentions
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Investment intentions across the small firm community slipped to a
net 16% but remain high. The fall was mainly among micro-sized firms
(down 5pts), while intentions among intermediate-sized firms held near
record highs (net 25%). On a sector basis, manufacturing was the only
sector to improve (up 7pts to 15%); the only notable downward shift came
from that of construction sector firms as the sector balances pent-up
demand with credit and labour constraints.

Figure 4. Investment
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Hiring intentions also eased slightly but a net 16% still expect to
expand their workforce over the year ahead. Our ANZ Job Ads data
shows demand for labour is high but growth is flattening out as construction
and migration metrics across the economy top out. Small firms appear to be
following that script as construction and retail hiring intentions both fell in
the quarter. Agricultural firms reached a net 12%, its highest since March
2014 and a fair way from the -16% two years ago. Hiring intentions
improved in Wellington and the South Island while Auckland and regional
North Island eased.
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As with other growth indicators, small business profit expactations
fell to a net +21% (from +28%) but are well above historical
averages. Profit expectations for agricultural firms reached its highest point
in nearly four years (+28%) as commodity prices firm up. Manufacturing
also ticked up 2 pts to +27%. Profitability is front and centre for construction
sector small firms as margins wilt under mounting costs.

Figure 5. Profitability
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Figure 6. Biggest problem faced, by
firm size
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A net 20% of small businesses reported a lack of skilled employees
as their biggest problem. It has been the major concern for the last 18
months and is typical at this stage of the business cycle as the labour market
tightens and firms compete with each other for skilled labour. Some sectors
are feeling the heat more than others with concern around skilled labour
more apparent in the construction sector. Any changes to the supply of
workers (local or foreign) will put more strain on businesses’ ability to keep
up with activity demands, as will the continued tightening of the labour
market.
Regulation is again the second biggest problem, at a net 19%.
Regulatory demands are weighing particularly heavily on the agricultural
sector as the industry grapples with health and safety and environmental
requirements.
Competition and turnover are the other major concerns, at a net
13% each.
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Figure 7. Sectoral composite business sentiment measure: small firms
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Our small business composite growth measure varied across sectors.
Firming prices across agricultural products is likely fuelling the recovery in
agriculture growth indicators having lifted from -17 in early 2016 to +22 in
September. Manufacturing remained steady while retail and services eased 2pts
and 4pts respectively. The construction sector fell from +27 to +16 as activity,
employment, investment and profit expectations all fell during the quarter. The
construction sector has been one of the main economic drivers but is now facing
significant cost increases, credit and labour constraints.
Figure 8. Regional composite business sentiment measure: small firms
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The composite growth measure remained steady across most regions as
the Capital continues to lead the way. Growth indicators in Wellington
remain high and a lift in hiring expectations pushed the composite higher. The
Auckland measure fell as intentions across the board are being influenced by
cooling house prices and job ads.

ANZ Business Micro Scope / September quarter 2017 / 4 of 6

ANZ BUSINESS MICRO SCOPE

SMALL
COMPOSITE SENTIMENT

LARGE
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34.8

Business C onfidence
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13.5

17.1

14.3
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14.9
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Activity Outlook
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25.2
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23.9
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Employment
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Unemployment Rate
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Profits
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12.6
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31.0
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Source: ANZ Business Outlook survey. The definition of business size is based on the number of employees in the following way: Small 0- 20 and
Large 21+. The data is net balance (% up/improve minus % down/worsen), except for inflation expectations.
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IMPORTANT NOTICE

The distribution of this document or streaming of this video broadcast (as applicable, “publication”) may be restricted by law in certain jurisdictions.
Persons who receive this publication must inform themselves about and observe all relevant restrictions.
1. Disclaimer for all jurisdictions, where content is authored by ANZ Research:
Except if otherwise specified in section 2 below, this document is issued and distributed in your country/region by Australia and New Zealand Banking
Group Limited (ABN11 005 357 522) (“ANZ”), on the basis that it is only for the information of the specified recipient or permitted user of the relevant
website (collectively, “recipient”). This document is confidential and may not be reproduced, distributed or published by any recipient for any purpose.
It is general information and has been prepared without taking into account the objectives, financial situation or needs of any person. Nothing in this
document is intended to be an offer to sell, or a solicitation of an offer to buy, any product, security, instrument or investment, to effect any transaction
or to conclude any legal act of any kind. If, despite the foregoing, any services or products referred to in this document are deemed to be offered in the
jurisdiction in which this document is received or accessed, no such service or product is intended for nor available to persons resident in that
jurisdiction if it would be contradictory to local law or regulation. Such local laws, regulations and other limitations always apply with non-exclusive
jurisdiction of local courts. Certain financial products may be subject to mandatory clearing, regulatory reporting and/or other related obligations. These
obligations may vary by jurisdiction and be subject to frequent amendment. Before making an investment decision, recipients should seek independent
financial, legal, tax and other relevant advice having regard to their particular circumstances.
The views and recommendations expressed in this publication are the author’s. They are based on information known by the author and on sources
which the author believes to be reliable, but may involve material elements of subjective judgement and analysis. Unless specifically stated otherwise:
they are current on the date of this publication and are subject to change without notice; and, all price information is indicative only. Any of the views
and recommendations which comprise estimates, forecasts or other projections, are subject to significant uncertainties and contingencies that cannot
reasonably be anticipated. On this basis, such views and recommendations may not always be achieved or prove to be correct. Indications of past
performance in this publication will not necessarily be repeated in the future. No representation is being made that any investment will or is likely to
achieve profits or losses similar to those achieved in the past, or that significant losses will be avoided. Additionally, this publication may contain
‘forward looking statements’. Actual events or results or actual performance may differ materially from those reflected or contemplated in such forward
looking statements. All investments entail a risk and may result in both profits and losses. Foreign currency rates of exchange may adversely affect the
value, price or income of any products or services described in this publication. The products and services described in this publication are not suitable
for all investors, and transacting in these products or services may be considered risky. ANZ and its related bodies corporate and affiliates, and the
officers, employees, contractors and agents of each of them (including the author) (“Affiliates”), do not make any representation as to the accuracy,
completeness or currency of the views or recommendations expressed in this publication. Neither ANZ nor its Affiliates accept any responsibility to
inform you of any matter that subsequently comes to their notice, which may affect the accuracy, completeness or currency of the information in this
publication.
Except as required by law, and only to the extent so required: neither ANZ nor its Affiliates warrant or guarantee the performance of any of the
products or services described in this publication or any return on any associated investment; and, ANZ and its Affiliates expressly disclaim 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 publication.
If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or errorfree as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. ANZ and its Affiliates do not accept
any Liability as a result of electronic transmission of this publication.
ANZ and its Affiliates may have an interest in the subject matter of this publication as follows:
 They may receive fees from customers for dealing in the products or services described in this publication, and their staff and introducers of
business may share in such fees or receive a bonus that may be influenced by total sales.
 They or their customers may have or have had interests or long or short positions in the products or services described in this publication, and may
at any time make purchases and/or sales in them as principal or agent.
 They may act or have acted as market-maker in products described in this publication.
ANZ and its Affiliates may rely on information barriers and other arrangements to control the flow of information contained in one or more business
areas within ANZ or within its Affiliates into other business areas of ANZ or of its Affiliates. This document is published in accordance with ANZ’s policies
on Conflicts of Interest and Information Barriers.
Please contact your ANZ point of contact with any questions about this publication including for further information on these disclosures of interest.
2. Country/region specific information:
Australia. This publication is distributed in Australia by ANZ. ANZ holds an Australian Financial Services licence no. 234527. A copy of ANZ's Financial
Services Guide is available at http://www.anz.com/documents/AU/aboutANZ/FinancialServicesGuide.pdf and is available upon request from your ANZ
point of contact. If trading strategies or recommendations are included in this publication, they are solely for the information of ‘wholesale clients’ (as
defined in section 761G of the Corporations Act 2001 Cth). Persons who receive this publication must inform themselves about and observe all relevant
restrictions.
Brazil. This publication is distributed in Brazil by ANZ on a cross border basis and only following request by the recipient. No securities are being
offered or sold in Brazil under this publication, and no securities have been and will not be registered with the Securities Commission – CVM.
Brunei. Japan. Kuwait. Malaysia. Switzerland. Taiwan. This publication is distributed in each of Brunei, Japan, Kuwait, Malaysia, Switzerland and
Taiwan by ANZ on a cross-border basis.
Cambodia. APS222 Disclosure. The recipient acknowledges that although ANZ Royal Bank (Cambodia) Ltd. is a subsidiary of ANZ, it is a separate
entity to ANZ and the obligations of ANZ Royal Bank (Cambodia) Ltd. do not constitute deposits or other liabilities of ANZ and ANZ is not required to
meet the obligations of ANZ Royal Bank (Cambodia) Ltd.
European Economic Area (“EEA”): United Kingdom. ANZ in the United Kingdom is authorised by the Prudential Regulation Authority (“PRA”).
Subject to regulation by the Financial Conduct Authority (“FCA”) and limited regulation by the PRA. Details about the extent of our regulation by the
PRA are available from us on request. This publication is distributed in the United Kingdom by ANZ solely for the information of persons who would
come within the FCA definition of “eligible counterparty” or “professional client”. It is not intended for and must not be distributed to any person who
would come within the FCA definition of “retail client”. Nothing here excludes or restricts any duty or liability to a customer which ANZ may have under
the UK Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of the PRA and the FCA. Germany. This
publication is distributed in Germany by the Frankfurt Branch of ANZ solely for the information of its clients. Other EEA countries. This publication is
distributed in the EEA by ANZ Bank (Europe) Limited (“ANZBEL”) which is authorised by the PRA and regulated by the FCA and the PRA in the United
Kingdom, to persons who would come within the FCA definition of “eligible counterparty” or “professional client” in other countries in the EEA. This
publication is distributed in those countries solely for the information of such persons upon their request. It is not intended for, and must not be
distributed to, any person in those countries who would come within the FCA definition of “retail client”.
Fiji. For Fiji regulatory purposes, this publication 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 publication.
Hong Kong. This publication 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 publication have not been reviewed by any regulatory authority in Hong Kong. If in doubt about the contents of this publication, you
should obtain independent professional advice.
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India. This publication is distributed in India by ANZ on a cross-border basis. If this publication 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. Further copying or duplication of this publication is strictly
prohibited.
Myanmar. This publication is intended to be of a general nature as part of customer service and marketing activities provided by ANZ in the course of
implementing its functions as a licensed bank. This publication does not take into account your financial situation or goals and is not Securities
Investment Advice (as that term is defined in the Myanmar Securities Transaction Law 2013). The contents of this publication have not been reviewed
by any regulatory authority in Myanmar. If in doubt about the contents of this publication, you should obtain independent professional advice.
New Zealand. This publication is intended to be of a general nature, does not take into account your financial situation or goals, and is not a
personalised adviser service under the Financial Advisers Act 2008.
Oman. This publication has been prepared by ANZ. 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 or Oman’s
Capital Market Authority. The information contained in this publication 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 by receiving this publication, the person or entity to whom it has been dispatched by ANZ understands,
acknowledges and agrees that this publication 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 publication is intended to constitute Omani investment, legal,
tax, accounting or other professional advice.
People’s Republic of China (“PRC”). Recipients must comply with all applicable laws and regulations of PRC, including any prohibitions on
speculative transactions and CNY/CNH arbitrage trading. If and when the material accompanying this document is distributed by Australia and New
Zealand Banking Group Limited (ABN 11 005 357 522) (“ANZ”) or an affiliate (other than Australia and New Zealand Bank (China) Company Limited
("ANZ C")), 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. Accordingly, 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
distributed, re-distributed or published in the PRC, except under circumstances that will result in compliance with any applicable laws and regulations. If
and when the material accompanying this document relates to the products and/or services of ANZ C, the following statement and the text below is
applicable: This document is distributed by ANZ C in the Mainland of the PRC.
Qatar. This publication has not been, and will not be lodged or registered with, or reviewed or approved by, the Qatar Central Bank ("QCB"), the Qatar
Financial Centre ("QFC") Authority, QFC Regulatory Authority or any other authority in the State of Qatar ("Qatar"); or authorised or licensed for
distribution in Qatar; and the information contained in this publication does not, and is not intended to, constitute a public offer or other invitation in
respect of securities in Qatar or the QFC. The financial products or services described in this publication have not been, and will not be registered with
the QCB, QFC Authority, QFC Regulatory Authority or any other governmental authority in Qatar; or authorised or licensed for offering, marketing,
issue or sale, directly or indirectly, in Qatar. Accordingly, the financial products or services described in this publication are not being, and will not be,
offered, issued or sold in Qatar, and this publication is not being, and will not be, distributed in Qatar. The offering, marketing, issue and sale of the
financial products or services described in this publication and distribution of this publication is being made in, and is subject to the laws, regulations
and rules of, jurisdictions outside of Qatar and the QFC. Recipients of this publication must abide by this restriction and not distribute this publication in
breach of this restriction. This publication is being sent/issued to a limited number of institutional and/or sophisticated investors (i) upon their request
and confirmation that they understand the statements above; and (ii) on the condition that it will not be provided to any person other than the original
recipient, and is not for general circulation and may not be reproduced or used for any other purpose.
Singapore. This publication is distributed in Singapore by the Singapore branch of ANZ solely for the information of “accredited investors”, “expert
investors” or (as the case may be) “institutional investors” (each term as defined in the Securities and Futures Act Cap. 289 of Singapore). ANZ is
licensed in Singapore under the Banking Act Cap. 19 of Singapore and is exempted from holding a financial adviser’s licence under Section 23(1)(a) of
the Financial Advisers Act Cap. 100 of Singapore. In respect of any matters arising from, or in connection with the distribution of this publication in
Singapore, contact your ANZ point of contact.
United Arab Emirates. This publication is distributed in the United Arab Emirates (“UAE”) or the Dubai International Financial Centre (as applicable)
by ANZ. This publication: does not, and is not intended to constitute an offer of securities anywhere in the UAE; does not constitute, and is not intended
to constitute the carrying on or engagement in banking, financial and/or investment consultation business in the UAE under the rules and regulations
made by the Central Bank of the United Arab Emirates, the Emirates Securities and Commodities Authority or the United Arab Emirates Ministry of
Economy; does not, and is not intended to constitute an offer of securities within the meaning of the Dubai International Financial Centre Markets Law
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provisions of the DFSA rules. In addition, ANZ has a representative office (“ANZ Representative Office”) in Abu Dhabi regulated by the Central Bank of
the United Arab Emirates. ANZ Representative Office is not permitted by the Central Bank of the United Arab Emirates to provide any banking services
to clients in the UAE.
United States. ANZ Securities, Inc. (“ANZSI”) is a member of the Financial Industry Regulatory Authority (“FINRA”) (www.finra.org) and registered
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