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ECONOMY WATCH  
RESEARCH 

 

More Than Political Protest by NZ Firms?

 ANZ business survey slumps majorly 

 As it tends to do with Labour-led governments 

 But reasons for genuine caution too 

 Jump in survey's inflation gauges also an issue 

 As NZD continues to abate 

 

 

Well, well, well. What a big hole this afternoon’s ANZ 

business survey fell into. Of course, the real question is 

the extent to which it simply reflects political protest 

about the new Labour-led government. Today’s issue was 

the first to be canvassed entirely after the new 

government was announced (19 October). And the survey 

has a history of reacting very negatively to centre-left 

regimes, only for the economy to hold up, even look good.  

On political considerations alone, we expected net 

confidence in today’s ANZ business survey to fall, but not 

quite as much as it did. It dropped to -39.3, from -10 in 

October. Activity expectations were also weaker than we 

figured on, coming in at +6.5, from +22.2. The falls are 

more noticeable when we seasonally adjust the series, 

and the levels lower than the headline outcomes portray.  

The role of some over-arching factor, such as politics, was 

consistent with the fact that the weakening, and outright 

weakness, was well spread across the ANZ survey, 

whichever way you sliced and diced it. Nothing else stood 

out as a heavily negative explanatory factor. 

Politics noted, the extent of the drop in the ANZ survey, so 

soon, means we also need to wonder what might be 

bugging the business sector from a practical point of view 

too – whether by way of identifiable policy or anything else. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

In this vein, it seems fair to say that some of the new 

government’s policies will be a direct impost on private firms, 

especially those of small to medium size, and away from the 

major metropolis areas. The policy around the minimum 

wage is a good example of this. And we have certainly heard 

a great deal of concern about the ripple effects of this on 

business, amongst many others policy measures.   

Another issue we wondered about was the suddenly dry 

weather. Yet agriculture respondents in today’s ANZ 

survey had the strongest view on own-activity compared 

to all the others. If this is simply a timing issue, beware 

next month’s survey in this regard. But there might well 

have been a creeping concern about a potentially lower 

Fonterra milk price forecast amongst rural respondents, 

given their profits expectations turned slightly negative 

this month.  

To be clear, we are not about to slash our economic 

growth forecasts – or anything else for that matter – on 

the basis of today’s ANZ business survey. However, its 

latest readings definitely make us glad we have kept our 

GDP forecasts on the conservative side for the near term. 

As such, there seems further reason to question the 

strength of the Reserve Banks’ latest GDP forecasts, as 

well as Treasury’s (with an eye on its upcoming Economic 

and Fiscal Update).  

But today’s news is no reason to back off our story of 

inflation picking up - something that the inflation gauges 

in today’s ANZ survey gave more life to, in fact. For 

example, own pricing intentions sprang to +30.9, from 

+20.2. And excluding the volatile agriculture component 
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Net balance - next 12 months

(All sectors) Nov Oct Change Average

General business outlook -39.3 -10.1 -29.2 11.1

Own business 6.5 22.2 -15.7 27.8

Profits -12.5 11.7 -24.2 10.4

Employment -2.7 14.2 -16.9 8.7

Investment 3.6 12.3 -8.7 14.2

Pricing intentions 30.9 20.2 10.7 21.1

Inflation expectations 2.34 1.93 0.41 2.61

Exports 13.2 20.0 -6.8 30.4

(Own activity outlook)

Retail -14.3 9.4 -23.7 25.4

Manufacturing 4.6 22.2 -17.6 29.6

Agriculture 21.0 17.7 3.3 23.2

Construction 14.3 31.5 -17.2 19.6

Services 10.6 25.9 -15.3 30.9
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they averaged +37.7 in November, from +20.3 last 

month. Within this, retailers jumped to +34.6, from +15.1, 

while construction maintained the lead with a hefty +53.5, 

compared to +36.9 in October. This is something to 

watch for in the CPI.  

General inflation expectations also strengthened 

noticeably in today’s ANZ survey – to 2.34%, from 1.93% 

last month. This was a common theme across the various 

sectors rather than isolated to one or two. This, along with 

the behaviour in near-term pricing intentions, would seem 

consistent with the business cost pressures implied by 

new government policies, as well as the recent fall in 

currency (overlaid on an economy that is running at or 

near full capacity). 

Speaking of which, NZD has fallen 30-odd pips on this 

afternoon’s news – a measured fall, suggesting markets 

see the slump in this latest ANZ survey as the over- 

reaction to a Labour-led government that it probably 

(mostly) is. NZ wholesale interest rates hardly bothered 

 

 

 

 

 

 

 

 

 

reacting, at all. This might have had an eye on the 

inflationary messages of the ANZ to boot, which the 

currency leading the way on.   

craig_ebert@bnz.co.nz 

 

Above Trend 

1.00

1.50

2.00

2.50

3.00

3.50

4.00

-25

-20

-15

-10

-5

0

5

10

15

20

25

30

35

40

45

50

Feb-99 Feb-01 Feb-03 Feb-05 Feb-07 Feb-09 Feb-11 Feb-13 Feb-15 Feb-17

Annual %
change

net % expecting 
to increase in 
next 3 months

Monthly

Business Inflation Pointers

Source: ANZ, BNZ

Own pricing Intentions

General Inflation 
Expectations (rhs)



Economy Watch 30 November 2017

 

bnz.co.nz/research 
 

Page 3     

BNZ Research  

Stephen Toplis 

Head of Research 

+64 4 474 6905 

Craig Ebert 

Senior Economist 

 +64 4 474 6799 

 Doug Steel  
  Senior Economist  

  +64 4 474 6923 

Jason Wong 
Senior Markets Strategist 

+64 4 924 7652 

Main Offices 

Wellington  

Level 4, Spark Central 

42-52 Willis Street 

Private Bag 39806 

Wellington Mail Centre 

Lower Hutt 5045 

New Zealand 

Toll Free: 0800 283 269 

 

Auckland  

80 Queen Street 

Private Bag 92208  

Auckland 1142 

New Zealand 

Toll Free: 0800 283 269 

Christchurch  

111 Cashel Street 

Christchurch 8011 

New Zealand 

Toll Free: 0800 854 854 

National Australia Bank  

Peter Jolly  

Global Head of Research 

+61 2 9237 1406 

 Alan Oster 

 Group Chief Economist 

 +61 3 8634 2927 

Ray Attrill 

Head of FX Strategy 

+61 2 9237 1848 

Skye Masters 

Head of Fixed Income Research 

+61 2 9295 1196 

 

Wellington 

Foreign Exchange +800 642 222 

Fixed Income/Derivatives +800 283 269 

New York 

Foreign Exchange +1 212 916 9631 

Fixed Income/Derivatives +1 212 916 9677 

Sydney 

Foreign Exchange +61 2 9295 1100 

Fixed Income/Derivatives +61 2 9295 1166 

Hong Kong 

Foreign Exchange +85 2 2526 5891 

Fixed Income/Derivatives +85 2 2526 5891 

London 

Foreign Exchange +44 20 7796 3091 

Fixed Income/Derivatives +44 20 7796 4761 

 

Contact Details 

ANALYST DISCLAIMER: The person or persons named as the author(s) of this report hereby certify that the views expressed in the research report accurately reflect their personal views about the subject 

securities and issuers and other subject matters discussed. No part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in the research 

report. Research analysts responsible for this report receive compensation based upon, among other factors, the overall profitability of the Markets Division of National Australia Bank Limited, a member of 

the National Australia Bank Group (“NAB”). The views of the author(s) do not necessarily reflect the views of NAB and are subject to change without notice. NAB may receive fees for banking services 

provided to an issuer of securities mentioned in this report. NAB, its affiliates and their respective officers, and employees, including persons involved in the preparation or issuance of this report (subject to 

the policies of NAB), may also from time to time maintain a long or short position in, or purchase or sell a position in, hold or act as advisors, brokers or commercial bankers in relation to the securities (or 

related securities and financial instruments), of companies mentioned in this report. NAB or its affiliates may engage in these transactions in a manner that is inconsistent with or contrary to any 

recommendations made in this report. 

 

NEW ZEALAND DISCLAIMER: This publication has been provided for general information only. Although every effort has been made to ensure this publication is accurate the contents should not be relied 

upon or used as a basis for entering into any products described in this publication. Bank of New Zealand strongly recommends readers seek independent legal/financial advice prior to acting in relation to any 

of the matters discussed in this publication. Neither Bank of New Zealand nor any person involved in this publication accepts any liability for any loss or damage whatsoever may directly or indirectly result 

from any advice, opinion, information, representation or omission, whether negligent or otherwise, contained in this publication. 

 

US DISCLAIMER: If this document is distributed in the United States, such distribution is by nabSecurities, LLC. This document is not intended as an offer or solicitation for the purchase or sale of any 

securities, financial instrument or product or to provide financial services. It is not the intention of nabSecurities to create legal relations on the basis of information provided herein. 

National Australia Bank Limited is not a registered bank in New Zealand. 

 


