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Warily optimistic 

Key points 

• Business confidence fell 8 points to +54 in January, while expected own 

activity eased 4 points to +46, still both very high. Past own activity 

(the best GDP indicator) was stable close to zero, while past 

employment continued to lift, though at -7 it remains in contraction. 

• Pricing and cost indicators lifted, with the downward trends that have 

been in place over the past year showing signs of flattening off. Inflation 

expectations lifted a touch but remain within the target band at 2.7%.  

Figure 1.  ANZ Business Confidence, Own Activity and Past Activity 

 

Table 1: Results versus last month 

Net Balance Jan Dec Comment 

Business Confidence 54.4 62.3 Easing, but still extremely high. 

Own Activity Outlook 45.8 50.3 
Retail, manuf and construction sectors the 

most upbeat (though were the hardest hit). 

Export Intentions 15.9 16.8 Weaker NZD not having an impact.   

Investment Intentions 14.6 21.5 Services and construction fell. 

Employment Intentions 14.4 14.3 
Decent lifts across retail, manufacturing and 

construction, the latter the most positive. 

Residential Construction 46.2 44.1 Highest since Feb-21. 

Commercial Construction 38.1 34.2 Highest read since Jun-21. 

Profit Expectations 22.7 31.1 
Retail most positive, while other sectors 

slipped. 

Ease of Credit 15.2 19.3 Construction still highest, despite a pullback. 

Activity vs. 1 year ago 0.2 0.0 Just construction in the red, though rising. 

Employment vs. 1 yr ago -7.1 -13.3 Manufacturing now in positive territory. 

Cost Expectations 3m 73.6 70.1 
Broad-based increase, outside of services – 

related to the weaker NZD perhaps? 

Wage Expectations 12m 83.1 79.2 Second consecutive monthly increase. 

Pricing Intentions 3m 45.7 42.7 Has risen in 6 of 7 months since Jun-24. 

Inflation Expectations 1y 2.67% 2.63% In the target band, albeit the upper end.  

mailto:kyle.uerata@anz.com
https://www.anz.co.nz/content/dam/anzconz/documents/economics-and-market-research/NZ-Economic-Acronyms-Definitions.pdf
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It was a slightly less encouraging start to the New Year for businesses with 

perhaps reality biting as it becomes clear that falling interest rates over the 

second half of last year will take time to work their magic. That’s not 

surprising, and the level of confidence and activity expectations remains very 

healthy, despite the pullback to start the year.   

Economy-wide reported past activity (the best indicator of GDP) lifted 

marginally in January, following December’s large bounce. Smoothing through 

the month-to-month volatility continues to suggest the economy has lifted off 

the floor, though it certainly isn’t flooring it just yet. About as many firms are 

still reporting lower activity as are saying it’s higher, compared to year-ago 

levels (figure 2).  

Positively, reported past employment rose further in January, though it is still 

in contractionary territory. While the correction in employment levels may still 

have a little further to run, given the typical lagged response to past 

weakness in activity, responses suggest that the pace of contraction is 

becoming more gradual.    

Figure 2.  Past activity (2-month avg) vs GDP  

 

Figure 3.  Past employment (2-month avg) vs actual  

Less positively, it’s becoming harder to write off the rises in pricing and cost 

indicators seen over recent months as simply volatility. The downtrends that 

have been in place since mid-2022 now look to be petering out, still above 

levels historically consistent with headline inflation at target. However, 

inflation expectations remain more well behaved. Despite a mild tick-up in 

January, they remain within the 1-3% target band at 2.7%, though the 

RBNZ would no doubt prefer to see them closer to the 2% target midpoint.  

Figure 4.  ANZBO inflation indicators  
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The above charts are the net percent of firms saying costs and prices will be 

higher or lower. When we look at firms’ numerical estimates of changes in 

their own costs and prices over the next three months, the downtrends also 

appear to have stabilised, though the limited history for these questions 

means one can’t infer what that implies for the level of CPI inflation. 

Nonetheless they have fallen a long way from where they were in 2022. Firms 

on average expect costs to rise 2.5% over the next three months, though 

they expect to raise prices by only 1.6% over the same period, a reflection of 

weak consumer demand restricting their pricing power. 

Figure 5.  Cost expectations by sector 

 

Figure 6.  Pricing intentions by sector 

Our take 

A modest pullback across headline confidence and some activity indicators in 

January’s Business Outlook Survey certainly doesn’t suggest the recovery in 

the economic activity has stalled, though firms may be reassessing how long 

they might have to wait to get back to a new “normal”. Insofar as the 

slowdown was primarily caused by higher interest rates, lower interest rates 

should be an effective cure, but it will take time. 

Meanwhile, another month of increases across pricing intentions and cost 

expectations highlights some lingering inflation challenges under the surface. 

The softer NZD may well be a factor here. Inflation driven by exchange rate 

movements doesn’t tend to be persistent, but that doesn’t mean it’s irrelevant 

– particularly given much of the decline in headline inflation in recent years 

has come through the tradable channel, whereas non-tradable inflation has 

had some sticky elements despite clear weakness in the economy. 

Reassuringly, the Q4 CPI report released earlier this month showed underlying 

domestic disinflation is intact, and in fact is easing a little faster than the RBNZ 

had anticipated in November’s MPS. 

Nonetheless, firms continue to report an environment of high costs. While 

demand is recovering, the potential for supply-side constraints to still be 

lurking is one of the reasons the RBNZ is likely to become more cautious in 

reducing the OCR as it gets closer to a neutral policy setting. While this survey 

certainly doesn’t stand in the way of the RBNZ delivering another 50bp cut in 

February, it does highlight some of the uncertainties on the horizon further into 

2025 regarding just how much growth the economy might be able to deliver 

before inflation pressures re-emerge. For now, however, still subdued demand 

conditions appear to be stifling firms’ intentions to raise prices.  



 

 

 

 

ANZ New Zealand Business Outlook | January 2025 4 

Survey Results January 2025 

Net Balance January 
Previous 

(Dec) 
Retail Mfg Agric Constrn Services 

Business Confidence 54.4 62.3 64.3 51.0 43.3 66.7 51.5 

Own Activity Outlook 45.8 50.3 55.4 57.1 33.3 61.2 38.6 

Export Intentions 15.9 16.8 15.9 25.0 22.2 9.1 12.4 

Investment Intentions 14.6 21.5 17.9 22.9 16.7 28.6 8.4 

Cost Expectations 73.6 70.1 70.9 77.6 82.1 69.4 71.8 

Residential Construction 46.2 44.1 … … … 46.2 … 

Commercial Construction 38.1 34.2 … … … 38.1 … 

Employment Intentions 14.4 14.3 12.7 24.5 -6.7 32.7 12.4 

Profit Expectations 22.7 31.1 28.6 22.4 26.7 22.4 21.4 

Pricing Intentions 45.7 42.7 49.1 55.1 28.6 52.1 42.4 

Ease of Credit Expectations 15.2 19.3 23.2 14.6 0.0 26.5 12.6 

Inflation Expectations (%) 2.67 2.63 2.69 2.64 2.72 2.53 2.70 

Activity – same month one year ago 0.2 0.0 1.8 2.1 13.3 -6.1 0.5 

Employment – same month one year ago -7.1 -13.3 -14.5 4.2 -17.2 -8.2 -4.5 

Price Expectations – 3 months from now (%) 1.6 1.7 1.8 2.0 1.5 1.3 1.4 

Cost Expectations – 3 months from now (%) 2.5 2.3 2.6 2.8 2.6 2.2 2.5 

Wages/Salaries – next 12 months (%) 2.7 2.8 2.4 2.7 2.6 2.7 2.7 

Wages/Salaries – same month a year ago (%) 2.8 2.8 2.5 2.7 2.8 2.7 3.0 
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Activity outlook index 

 

Activity outlook index 

 

Export sales volumes 

 

Cost and inflation pressures 
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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 

 
Miles Workman  

Senior Economist  

Macroeconomic forecast  

co-ordinator, economic 

developments, labour market 

dynamics, inflation, fiscal and 

monetary policy. 

Telephone: +64 21 661 792 

Email: miles.workman@anz.com 

Henry Russell 

Economist  

Macroeconomic forecasting, 

economic developments, GDP and 

activity dynamics and monetary 

policy. 

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 

Natalie Denne 

PA / Desktop Publisher 

Business management, general 

enquiries, mailing lists, 

publications, chief economist’s 

diary. 

Telephone: +64 21 221 7438 

Email: natalie.denne@anz.com 
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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.  
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