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Higher business and 
consumer confidence 

New Zealand businesses believe they 
are in a healthy and happy position 
compared to just a couple of months ago, 
according to the latest ANZ Business 
Outlook survey. The headline business 
confidence measure jumped from 
negative 26.4% in November to negative 
13.2% in December, its highest since 
October 2017. 

Firms’ outlook for their own activity 
(regarded as a truer indicator of 
underlying GDP) also jumped — from 
positive 12.9% in November to positive 
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17.2% in December, its highest since 
April 2018. 

A standout feature was the rebound in 
the manufacturing sector that reported 
high levels of capacity utilisation, and 
employment and investment intentions, 
with the latter showing a remarkable 
turnaround from October’s survey that 
indicated the opposite. 

The quarterly Westpac McDermott 
Miller Consumer Confidence survey 
also reported an improved outlook. 
The survey’s confidence index rose 
from 103.1 in September to 109.9 
in December, with notable reversals 
from negative to positive in consumers’ 
economic outlooks for 1 year and  
5 years ahead.  

The leap in business and consumer 
confidence suggest that the 75 bps of 
OCR cuts this year, higher commodity 
prices, a relatively restrained NZD, and 
the recent rebound in house prices have 
boosted sentiment. However, confidence 
remains below long term averages and 
global headwinds still threaten. Offsetting 
those are historically low (and expected 
to be low for longer) interest rates, high 
commodity prices, and rebounding house 
prices. 

GDT dents market’s 
confidence

Any positivity from resurgent consumer 
and business confidence was wiped out 
by an unexpected fall in prices at last 
night’s GDT auction. The overall GDT 

Price Index fell 5.1%, thanks to falls of 
6.7% by Whole Milk Powder and 6.3% 
by Skim Milk Powder, which accounted 
to more than 75% of the volume sold.

The NZD fell against all but the AUD 
and GBP after the GDT auction results. 
However, with the NZD/USD around 
0.6570, the NZD/EUR around 0.5890, 
and the NZD/JPY around 72.00, the falls 
were merely corrections to recent rises.

The NZD/AUD held around 0.9600 
because the AUD/USD and NZD/USD 
fell in lock step. The NZD/GBP is back 
above 0.5000 because the GBP/USD 
is back at 1.3100, where it was just 
before last week’s election exit poll that 
predicted a landslide Conservative win. 
Markets seemed to have decided that the 
UK will be no better off — rather any 
economic malaise as a result of Brexit 
will happen sooner.

RBA adds to global chorus

The minutes of the RBA’s 3 December 
meeting repeated recent RBA messages 
and showed that it had joined the global 
central bank chorus. The minutes noted 
that “there had been little change in the 
economic outlook” and, given the RBA’s 
actions in 2019, “the most appropriate 
approach would be to maintain the current 
stance of monetary policy and to continue 
to assess the evidence of how the easing in 
monetary policy was affecting the economy.” 
Repeating comments from the Fed, 
RBNZ, and BoC, it reminded markets 
that “monetary policy had long and 
variable lags.”
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* Semi-annual rate resets except AUD 1,2,3 year quarterly SOURCE: Bloomberg
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