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Data summary 

 Latest 

Headline business 

confidence (actual) 

-44 

Headline business 

confidence (sa) 

-35 

Domestic trading activity 

(sa, past) 
-28 

Domestic trading activity 

(sa, expected) 

-10 

CUBO (actual) 88.7% 

Avg selling price –  

next 3 months 

23 

 

 
 

 

Downbeat and disinflationary  

The bottom line 

• The NZIER’s Q2 Quarterly Survey of Business Opinion (QSBO) provides 

further confirmation that monetary tightening has done what it says on 

the tin: indicators of spare capacity are in a deflationary state and 

widening, and firms’ costs and pricing indicators are now below their 

long-run averages. 

• That progress on the disinflation front comes with a pretty hefty price 

tag: business confidence is dire (-35% in seasonally adjusted terms), 

and activity measures are very weak, with domestic trading activity 

pointing to downside risk to our recently downgraded Q2 GDP forecast 

of -0.1% q/q, investment retreating, and employment trending south.   

• For the RBNZ, today’s data clearly represent another step in the 

direction it is wanting to go, but they certainly don’t represent crossing 

the finish line in their data-dependent journey to OCR cuts. We’d say 

today’s data provide good confirmation that monetary tightening is 

working, but the details of the Q2 CPI release (out 17 July) will arguably 

carry more weight in RBNZ calibrations. Nonetheless, with today’s data 

in the bag, we remain very comfortable that the RBNZ will be cutting 

considerably earlier than signalled in the May MPS.  

Key points 

• Business sentiment remains dire, down 10 points to -35% (sa) and 

weaker than our own Business Outlook. This measure tends to carry a 

political element, but any positive bump from the recent change in 

Government has now worn off, and the impacts of the weak economy 

are clear. The building sector remains the most downbeat, followed by 

manufacturing. NZIER notes that services and retail also posted 

meaningful declines in confidence in Q2.  

Figure 1.  Business confidence 
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• Experienced domestic trading activity (DTA) also deteriorated, 

down 4 points to -28 on a seasonally adjusted basis. This measure 

has been particularly volatile in recent quarters but remains on a clear 

downwards trajectory. The correlation with GDP growth hasn’t been very 

good of late, but for what it’s worth this indicator is singing from the 

same song sheet as our Business Outlook, which suggests downside risk 

to our recently downgraded Q2 GDP forecast of -0.1% q/q.   

Figure 2.  Domestic trading activity and GDP 

 

• Meanwhile, experienced profitability improved marginally, up 3 points 

to a still-grim -44%. Expected profitability for the coming quarter 

deteriorated 1ppt to -34%. Subdued profitability is consistent with weak 

investment and employment intentions. The former fell across both the 

buildings and plant and machinery measures, landing at a very subdued 

-35% and -27% respectively. Employment (both experienced and 

expected) also declined, to -25 and -10 respectively.  

• Other indicators for labour market slack softened. These are a 

useful indicator for gauging wage and therefore non-tradables inflation 

pressures, and the Q2 data suggest sticky inflation risks are subsiding. 

The ease of finding skilled labour lifted 6 points to +7%, and the ease of 

finding unskilled labour lifted from +25% to +38%. Combined with 

reported employment falling (as discussed above), the trajectory for the 

labour market is looking soft (a theme that’s also evident in the factors 

limiting production – next bullet). 

Figure 3.  Difficulty finding labour 
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• Labour as a limiting factor eased further from 11% to 9%, below 

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

limiting factors on production show everything is moving the way that 

the RBNZ has tried to engineer. Sales (demand) as a limiting factor 

lifted 2pts to 61% as labour (and therefore pressure on labour costs) 

fell. 

Figure 4.  Limiting factors  

 

• Capacity utilisation (CUBO) fell 1.5%pts to 88.7%, and is now 

below its long-run average of 89.6% for the first time since September 

2023. We (and the RBNZ) use this measure as an early gauge on where 

the output gap may be trending. Taken at face value, the Q2 read 

suggests capacity pressures are well and truly in disinflationary 

territory.  

Figure 5.  Capacity utilisation (CUBO value) 

 

• Speaking of inflation, experienced price rises fell 12pts to 23%, below 

its long-run average of 26%. Expected selling prices also fell, down 10 

points to 23% and below the average of 32%.  Meanwhile, experienced 

costs declined 7pts to a net 42% of firms reporting higher costs (long-

run average: 44%) and expected costs fell 15pts to 28% (average: 

43%).  
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Figure 6.  Pricing intentions and CPI inflation 

 

All up, today’s data certainly show that monetary policy is working to slow 

the economy and create a degree of disinflationary spare capacity. However, 

how much more pain the economy must endure to truly tame sticky inflation 

pressures is still a little uncertain. Forward-looking activity indicators have 

deteriorated significantly in recent months, suggesting the economy may 

not be far from a tipping point in the cycle where the disinflation process 

starts to accelerate.  

However, the RBNZ will need to be sure of such dynamics before embarking 

on OCR cuts, and will need to see this unfolding in the hard data such as 

GDP and inflation, not just surveys and anecdote. So while we can chalk up 

today’s data to providing confirmation that the RBNZ is getting the 

slowdown they have engineered, the RBNZ will likely need more convincing 

before they start feeling comfortable that upside sticky inflation risks have 

been appropriately mitigated. For that, the Q2 CPI inflation data are likely to 

carry more weight in their calibrations.  

But stepping back from all that, today’s data are certainly weak, and are 

consistent with our view that the RBNZ will be able to cut the OCR much 

earlier than they signalled in the May MPS (August next year). We are 

forecasting the first cut to come in February, but if Q2 CPI inflation is well 

behaved and Q2 GDP growth is anything like as weak as both the ANZBO 

and QSBO surveys are suggesting it could be, November will certainly a 

‘live’ meeting. The risks are certainly starting to tilt that way. 
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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 

Senior Strategist  

Market developments, interest 

rates, FX, unconventional 

monetary policy, liaison with 

market participants. 

Telephone: +64 4 576 1022 

Email: david.croy@anz.com 

 
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 

Miles Workman  

Senior Economist  

Macroeconomic forecast  

co-ordinator, economic 

developments, GDP and activity 

dynamics, fiscal and monetary 

policy. 

Telephone: +64 21 661 792 

Email: miles.workman@anz.com 

 
Henry Russell 

Economist  

Macroeconomic forecasting, 

economic developments, labour 

market dynamics, inflation and 

monetary policy. 

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

 
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 

https://www.anz.co.nz/about-us/economic-markets-research/economics-research-team/
mailto:sharon.zollner@anz.com
mailto:research@anz.com
mailto:david.croy@anz.com
mailto:susan.kilsby@anz.com
mailto:miles.workman@anz.com
mailto:henry.russell@anz.com
mailto:natalie.denne@anz.com
mailto:Kyle.Uerata@anz.com


Important notice 

 

Last updated: 20 February 2024 
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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 
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