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Spring flourish
NZIER Quarterly Survey of Business Opinion, 
September 2016
•	 Business confidence strengthened in the 

September quarter to its highest level since early 
2014. Firms were more optimistic about their 
own activity levels – suggesting that growth will 
continue at a solid pace for the remainder of 2016.

•	 Cost and price pressures remain benign, but 
increasing pressure on capacity will eventually 
help to push inflation higher

Key results – forward looking (seasonally adjusted)

Jun-16 Sep-16

General business sentiment, next 6 mths 19 26

Trading activity, next 3 mths 22 32

Pricing intentions, next 3 mths 10 7.3

Cost expectations, next 3 mths 19 24

Profitability, next 3 mths 18 18

Employment intentions, next 3 mths 16 24

Building investment intentions, next 12 mths 9 10

Plant investment intentions, next 12 mths 17 18

Key results – backward looking (seasonally adjusted)

Jun-16 Sep-16

Trading activity, past 3 mths 22 26

Pricing, past 3 mths 0 -6

Costs, past 3 mths 18 21

Profitability, past 3 mths 3 3

Employment, past 3 mths 11 8

Ease of finding skilled labour, past 3 mths -38 -42

Ease of finding unskilled labour, past 3 mths -15 -15

Capacity utilisation 92.9% 92.5

Businesses have a spring in their step, with the NZIER Quarterly 
Survey of Business Opinion showing that general confidence 
perked up in September to its highest level since early 2014. In 
seasonally adjusted terms, a net 26% of firms were optimistic 
about the general outlook, up from 19% in June.

Firms have well and truly gotten over their nervousness 
at the beginning of the year when confidence across the 
economy appears to have been dragged down by a slump 
in dairy prices. The 30% increase in dairy prices since July 
will have boosted confidence, especially in dairy-exposed 
regions. But perhaps more importantly, firms will have taken 
much confidence from seeing their own activity strengthen. 
In particular, the number of firms reporting higher levels of 
activity in the past quarter picked up to a net 26%, from 22% in 
June and 17% in March. And firms are seeing fewer clouds on 
the horizon, with a net 32% of firms expecting stronger activity 
in the quarter ahead, up from 22% in June. 

These measures of own activity are useful early indicators 
for quarterly GDP growth. Taken at face value, they suggest 
that growth in the economy has strengthened from the 0.9% 
quarterly pace in Q2 – posing upside risk to our current 
forecast of 0.8% growth for the September quarter. However, 
while a variety of headline confidence measures have been 
strengthening, it’s not all one-way traffic; some of the 
underlying industry-level data have been more mixed. 

Nonetheless, there is no doubt that economic growth is 
solid, with strength broadening across sectors and regions. 
This improvement in confidence was also borne out by our 
September Regional Economic Confidence survey, run in 
conjunction with McDermott Miller. 

The QSBO also points to a tightening labour market, with 
firms seeing labour as becoming a more prominent constraint 
in holding back sales. Consequently, the number of firms 
expecting to increase headcount in the next three months 
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surged to its highest level since 1973. This is also consistent 
with an increase in labour turnover in past quarter. However, 
increasing headcount may be easier said than done, with firms 
finding it harder to source skilled labour – the most difficult 
since 2007. While firms plan to get more out of existing staff by 
increasing overtime in the next quarter, the other way to square 
the circle is by bidding up wage rates to attract desired staff.

However, this doesn’t appear to be happening just yet. The 
number of firms reporting higher costs (both experienced 
and expected) edged higher in the quarter, but remains 
subdued. And firms pricing intentions fell in the quarter. A 
net 5% of firms decreased prices in the quarter – consistent 
with expectations for a soft outturn for Q3 CPI. Only 7% of 
firms expect to increase prices next quarter, suggesting 
that inflation will remain soft in Q4 as well. But with solid 
momentum in activity and a tightening labour market, it seems 
like only a matter of time before cost and price pressures start 
to show through, seeing CPI inflation move gradually higher. 

Sarah Drought 
Economist

QSBO domestic trading activity and GDP growth
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Biggest constraint on growth
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Businesses’ costs and CPI inflation
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instrument or to enter a legally binding contract. Past performance is 
not a reliable indicator of future performance. Whilst every effort has 
been taken to ensure that the assumptions on which the forecasts 
are based are reasonable, the forecasts may be affected by incorrect 
assumptions or by known or unknown risks and uncertainties. The 
ultimate outcomes may differ substantially from these forecasts. 

Country disclosures

Australia: Westpac holds an Australian Financial Services Licence 
(No. 233714). This material is provided to you solely for your own use 
and in your capacity as a wholesale client of Westpac.

New Zealand: In New Zealand, Westpac Institutional Bank refers to 
the brand under which products and services are provided by either 
Westpac or Westpac New Zealand Limited (“WNZL”). Any product 
or service made available by WNZL does not represent an offer 
from Westpac or any of its subsidiaries (other than WNZL). Neither 
Westpac nor its other subsidiaries guarantee or otherwise support 
the performance of WNZL in respect of any such product. The current 
disclosure statements for the New Zealand branch of Westpac and 

WNZL can be obtained at the internet address www.westpac.co.nz. For 
further information please refer to the Product Disclosure Statement 
(available from your Relationship Manager) for any product for which 
a Product Disclosure Statement is required, or applicable customer 
agreement. Download the Westpac NZ QFE Group Financial Advisers 
Act 2008 Disclosure Statement at www.westpac.co.nz.

China, Hong Kong, Singapore and India: This material has been 
prepared and issued for distribution in Singapore to institutional 
investors, accredited investors and expert investors (as defined in 
the applicable Singapore laws and regulations) only. Recipients in 
Singapore of this material should contact Westpac Singapore Branch 
in respect of any matters arising from, or in connection with, this 
material. Westpac Singapore Branch holds a wholesale banking 
licence and is subject to supervision by the Monetary Authority of 
Singapore. Westpac Hong Kong Branch holds a banking license and 
is subject to supervision by the Hong Kong Monetary Authority. 
Westpac Hong Kong branch also holds a license issued by the Hong 
Kong Securities and Futures Commission (SFC) for Type 1 and Type 
4 regulated activities. This material is intended only to “professional 
investors” as defined in the Securities and Futures Ordinance and 
any rules made under that Ordinance. Westpac Shanghai and Beijing 
Branches hold banking licenses and are subject to supervision by 
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