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SUMMARY 

 Small businesses are upbeat, they are optimistic about their own business 
prospects, and expect to lift investment and employment over the year 
ahead. However, they are more cautious than larger firm counterparts, with 
readings generally lower across the board. 

 Small business reported a drop in business confidence in the March quarter, 
in contrast with a lift in sentiment across larger-sized firms. This is the first 
time since December 2007 that the composite measure of business 
sentiment in the two business segments has moved in opposite directions. 

 Low turnover and regulation are cited as the two biggest problems facing 
small firms. 

Small businesses are the life-blood of an economy. They account for 90 
percent of firms and 38 percent of employment (with a similar contribution to 
GDP). It is also a sector where there is limited economic information on 
how they are faring. We overcome this shortcoming by defining small 
business as those firms that employ 20 employees or fewer and extract 
information from the National Bank’s Business Outlook survey. This survey 
contains a rich array of information regarding business sentiment, how 
businesses view prospects for their own firm, profit expectations, hiring 
intentions and inflation expectations.  

Small businesses remain positive about the outlook though business 
confidence eased in the March quarter. This contrasted with a lift in 
sentiment across larger-sized firms. A net 28 percent of small businesses are 
optimistic about prospects over the year ahead, up 9 points on last quarter but 
down 11 points on six months earlier. Our composite measure (which includes 
firms’ own activity expectations, employment and investment intentions) 
showed a similar message, with readings positive, but diverging paths for small 
and large firms. This is the first time since December 2007 that the composite 
measure of business sentiment across the two business segments has moved in 
opposite directions. This flags slower growth from the small business 
sector vis-à-vis larger businesses. 

-30

-20

-10

0

10

20

30

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Sources:  ANZ, National Bank

Composite Business Sentiment, by Firm size

Small Businesses

 Large Firms

Weighted
Net Balance



 ANZ Morning Brief / 23 April 2012 / 2 of 5 

 
 

 

ANZ BUSINESS MICRO SCOPE 

 

 

-40

-20

0

20

40

60

00 01 02 03 04 05 06 07 08 09 10 11 12
Sources:  ANZ, National Bank

Own ActivityNet Balance

 

Small firms reported a small uptick in the economic outlook for their own 
firms’ business activity. This question asks respondents for the outlook for 
their own business in particular, rather than prospects for the wider 
economy in general. A net balance of 30 percent was measured in March; 
this is considerably ahead of an average level of 19 percent recorded since 
2000. Nevertheless, in comparison to an equivalent net balance of 49 
percent measured across large firms, the gap between the two 
segment sizes is the second widest to be recorded since the 2000. 
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Hiring intentions across the small business segment eased to their 
lowest level since March 2011. With a net balance of 5 percent of firms 
expecting to increase their staff, the series is marginally ahead of the 
longer term average of 3 percent, but below the 12 percent peak 
registered six months earlier. Employment intentions over the large firms 
increased from a net 12 percent in December to 20 percent in March. 
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Business investment intentions remains robust. A net 11 percent of 
small businesses expect to increase investment in the upcoming 12 months 
– the fourth consecutive quarter that a double-digit figure has been 
recorded by small business. Investment is a necessary ingredient for 
sustained economic prospects; so in this regard the prolonged lift is 
welcomed. 
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Small businesses expect a positive level of profitability in the year ahead. A 
net 6 percent of respondents expect an increase in profitability. While 
lower than the net 16 percent expecting better profits six months ago, the 
level of expectations has been on the positive side of the ledger 
ever since the darkest period of the global financial crisis, in September 
2009. 

 

0% 5% 10% 15% 20% 25%

Low turnover

Regulation

Other

Exchange rate

Competition

Cashflow

Lack of skilled empl

Tax burden

Rents/Rates

Ease of Credit

Internal Mngnt

Supply Shortage

Interest rates

Pay Rates

Inflation

Small Business

Large Business

Sources:  ANZ, National Bank

 Biggest Problem Faced by Business Size

 

Low turnover has been flagged as the biggest problem facing New 
Zealand firms. This is the case for both small and large-sized firms. 
Nineteen percent of all small business are reporting that low turnover is 
the biggest problem they face in the current economic environment. A 
quarter of the larger firms are reporting it as their biggest problem. 
Regulation is the second biggest problem facing small business, with 
sixteen percent of small businesses reporting this as the biggest obstacle 
that they face. The next largest problem facing small businesses was 
shared equally (on 9 percent) between the exchange rate, competition, 
cashflow and other factors. Some of the ‘other’ factors include: 
earthquake, costs, lack of demand, variable workload and local 
government rates. Competition was the second biggest problem facing 
large firms, followed by a lack of skilled employees. 
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Sentiment was weaker across four sectors, while confidence in the 
construction sector increased by a whisker. A post Rugby World Cup lull 
was measured in the retailing sector, recording the largest easing in 
sentiment in March, dropping 5 index points from a relatively high 15 in 
December. The outlook in the manufacturing sector eased 3 points, with 
identical drops measured in the agriculture and services sectors, both easing 
by 1 point. 
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SMALL 
(0-20 employees) 

LARGE 
(21+ employees) 

  
  Jun 11 Sep 11 Dec 11 Mar 12 Jun 11 Sep 11 Dec 11 Mar 12 

COMPOSITE SENTIMENT 13.5  17.0  14.4  12.1  23.2  24.5  19.7  26.7  

Business Confidence 32.4  39.4  18.5  28.0  40.3  45.0  23.6  40.1  

Activity Outlook 31.7  39.5  27.5  29.7  44.2  46.1  29.4  48.8  

Exports 27.3  23.0  21.6  23.3  37.7  19.3  17.6  15.8  

Investment 10.4  12.5  11.4  10.6  17.6  21.3  13.7  17.4  

Capacity Utilisation 22.5  20.5  17.6  15.0  31.6  26.7  19.6  25.6  

Residential Construction 33.3  37.8  20.2  31.5  50.2  43.7  32.2  62.0  

Commercial Construction 23.5  18.0  6.2  19.0  14.9  30.4  22.2  30.7  

Employment 6.9  11.6  6.3  4.7  16.0  20.8  12.0  20.3  

Unemployment Rate 5.1  -6.9  1.3  -3.0  -2.5  -9.0  0.2  -15.3  

Profits 9.9  16.4  4.5  6.0  24.3  25.9  11.1  25.2  

Interest Rates 45.3  67.3  43.9  28.1  49.9  67.4  43.1  32.0  

Pricing Intentions 28.8  23.0  20.8  20.2  32.4  29.1  17.2  24.3  

Ease of Credit 7.7  6.0  -2.8  4.2  17.1  17.4  -9.1  6.6  

Inflation Expectations (%) 3.2  3.3  3.1  2.8  3.1  3.2  3.0  2.7  

Sources: ANZ, National Bank. The data is a net balance (% up/improve minus % down/worsen) except for inflation expectations. 
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IMPORTANT NOTICE 

IMPORTANT NOTICE: The distribution of this document may be restricted by law in certain jurisdictions. Persons who receive this 
document must inform themselves about and observe all relevant restrictions. 

1. Country/region specific information: 

Australia. This document is distributed in Australia by Australia and New Zealand Banking Group Limited (ABN 11 005 357 522) 
(“ANZ”). ANZ holds an Australian Financial Services licence no. 234527. A copy of ANZ's Financial Services Guide is available at 
http://www.anz.com/documents/AU/aboutANZ/FinancialServicesGuide.pdf and is available upon request from your ANZ point of 
contact. If trading strategies or recommendations are included in this document, they are solely for the information of ‘wholesale 
clients’ (as defined in section 761G of the Corporations Act 2001 Cth). Persons who receive this document must inform themselves 
about and observe all relevant restrictions. 

Brazil. This document is distributed in Brazil by ANZ only for the information of the Central Bank of Brazil. 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. Taipei. This document is distributed in each of Brunei, Japan, Kuwait, Malaysia and Taipei by 
ANZ on a cross-border basis. 

European Economic Area (“EEA”): United Kingdom. ANZ is authorised and regulated in the United Kingdom by the Financial 
Services Authority (“FSA”). This document is distributed in the United Kingdom by ANZ solely for the information of persons who 
would come within the FSA definition of “eligible counterparty” or “professional client”. It is not intended for and must not be 
distributed to any person who would come within the FSA definition of “retail client”. Nothing here excludes or restricts any duty or 
liability to a customer which ANZ may have under the UK Financial Services and Markets Act 2000 or under the regulatory system as 
defined in the Rules of the FSA. Germany. This document is distributed in Germany by the Frankfurt Branch of ANZ solely for the 
information of its clients. Other EEA countries. This document is distributed in the EEA by ANZ Bank (Europe) Limited (“ANZBEL”) 
which is authorised and regulated by the FSA in the United Kingdom, to persons who would come within the FSA definition of “eligible 
counterparty” or “professional client” in other countries in the EEA. This document is distributed in those countries solely for the 
information of such persons upon their request. It is not intended for, and must not be distributed to, any person in those countries 
who would come within the FSA definition of “retail client”. 

Hong Kong. This document is distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered by the Hong Kong 
Securities and Futures Commission 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 in doubt about the contents of this document, you should obtain independent professional advice. 

India. This document is distributed in India by ANZ on a cross-border basis. If this document is received in India, only you (the 
specified recipient) may print it and before doing so, you must specify on it your name and place of printing. Further copying or 
duplication of this document is strictly prohibited. 

New Zealand. This document is distributed in New Zealand by ANZ National Bank Limited.  This document is intended to be of a 
general nature, does not take into account your financial situation or goals, and is not a personalised adviser service under the 
Financial Advisers Act 2008.  

People’s Republic of China. If and when the material accompanying this document does not only relate to the products and/or 
services of Australia and New Zealand Bank (China) Company Limited (“ANZ China”), it is noted that: This document is distributed by 
ANZ or an affiliate. No action has been taken by ANZ or any affiliate which would permit a public offering of any products or services 
of such an entity or distribution or re-distribution of this document in the People’s Republic of China (“PRC”). Accordingly, the 
products and services of such entities are not being offered or sold within the PRC by means of this document or any other 
document. This document may not be distributed, re-distributed or published in the PRC, except under circumstances that will result 
in compliance with any applicable laws and regulations. If and when the material accompanying this document relates to the 
products and/or services of ANZ China only, it is noted that: This document is distributed by ANZ China in the Mainland of the PRC. 

Singapore. This document is distributed in Singapore by the Singapore branch of ANZ solely for the information of “accredited 
investors”, “expert investors” or (as the case may be) “institutional investors” (each term as defined in the Securities and Futures Act 
Cap. 289 of Singapore). ANZ is licensed in Singapore under the Banking Act Cap. 19 of Singapore and is exempted from holding a 
financial adviser’s licence under Section 23(1)(a) of the Financial Advisers Act Cap. 100 of Singapore. In respect of any matters 
arising from, or in connection with the distribution of this document in Singapore, contact your ANZ point of contact. 

United Arab Emirates. This document is distributed in the United Arab Emirates (“UAE”) or the Dubai International Financial Centre 
(as applicable) by ANZ. This document: does not, and is not intended to constitute an offer of securities anywhere in the UAE; does 
not constitute, and is not intended to constitute the carrying on or engagement in banking, financial and/or investment consultation 
business in the UAE under the rules and regulations made by the Central Bank of the United Arab Emirates, the Emirates Securities 
and Commodities Authority or the United Arab Emirates Ministry of Economy; does not, and is not intended to constitute an offer of 
securities within the meaning of the Dubai International Financial Centre Markets Law No. 12 of 2004; and, does not constitute, and 
is not intended to constitute, a financial promotion, as defined under the Dubai International Financial Centre Regulatory Law No. 1 
of 200. ANZ DIFC Branch is regulated by the Dubai Financial Services Authority (“DFSA”). The financial products or services 
described in this document are only available to persons who qualify as “Professional Clients” or “Market Counterparty” in accordance 
with the provisions of the DFSA rules. In addition, ANZ has a representative office (“ANZ Representative Office”) in Abu Dhabi 
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regulated by the Central Bank of the United Arab Emirates. ANZ Representative Office is not permitted by the Central Bank of the 
United Arab Emirates to provide any banking services to clients in the UAE. 

United States. If and when this document is received by any person in the United States or a "U.S. person" (as defined in 
Regulation S under the US Securities Act of 1933, as amended) (“US Person”) or any person acting for the account or benefit of a US 
Person, it is noted that: ANZ Securities, Inc. (“ANZ S”) is a member of FINRA (www.finra.org) and registered with the SEC. Also, 
ANZ S’s address is 277 Park Avenue, 31st Floor, New York, NY 10172, United States of America (Tel: +1 212 801 9160 Fax: +1 212 
801 9163). This document is distributed in the United States by ANZ S (a wholly owned subsidiary of ANZ, which accepts 
responsibility for its content. Information on any securities referred to in this document may be obtained from ANZ S upon request. 
Any US Person receiving this document and wishing to effect transactions in any securities referred to in this document must contact 
ANZ S, not its affiliates. 

2. Disclaimer 

Except if otherwise specified above, this document is issued and distributed in your country/region by ANZ, on the basis that it is only 
for the information of the specified recipient or permitted user of the relevant website (collectively, “recipient”). This document may 
not be reproduced, distributed or published by any recipient for any purpose. It has been prepared without taking into account the 
objectives, financial situation or needs of any person. Nothing in this document is intended to be an offer to sell, or a solicitation of 
an offer to buy, any product, instrument or investment, to effect any transaction or to conclude any legal act of any kind. If, despite 
the foregoing, any services or products referred to in this document are deemed to be offered in the jurisdiction in which this 
document is received or accessed, no such service or product is intended for nor available to persons resident in that jurisdiction if it 
would be contradictory to local law or regulation. Such local laws, regulations and other limitations always apply with non-exclusive 
jurisdiction of local courts. Before making an investment decision, recipients should seek independent financial, legal, tax and other 
relevant advice having regard to their particular circumstances.  

The views and recommendations expressed in this document are the author’s. They are based on information known by the author 
and on sources which the author believes to be reliable, but 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 of the views and recommendations which comprise estimates, forecasts or other projections, 
are subject to significant uncertainties and contingencies that cannot reasonably be anticipated. On this basis, such views and 
recommendations may not always be achieved or prove to be correct. Indications of past performance in this document will not 
necessarily be repeated in the future. No representation is being made that any investment will or is likely to achieve profits or losses 
similar to those achieved in the past, or that significant losses will be avoided. Additionally, this document may contain ‘forward 
looking statements’. Actual events or results or actual performance may differ materially from those reflected or contemplated in 
such forward looking statements. All investments entail a risk and may result in both profits and losses. Foreign currency rates of 
exchange may adversely affect the value, price or income of any products or services described in this document. The products and 
services described in this document are not suitable for all investors, and transacting in these products or services may be considered 
risky. ANZ and its related bodies corporate and affiliates, and the officers, employees, contractors and agents of each of them 
(including the author) (“Affiliates”), do not make any representation as to the accuracy, completeness or currency of the views or 
recommendations expressed in this document. Neither ANZ nor its Affiliates accept any responsibility to inform you of any matter 
that subsequently comes to their notice, which may affect the accuracy, completeness or currency of the information in this 
document. 

Except as required by law, and only to the extent so required: neither ANZ nor its Affiliates warrant or guarantee the performance of 
any of the products or services described in this document or any return on any associated investment; and, ANZ and its Affiliates 
expressly disclaim 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.  

If this document has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be 
secure or error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. ANZ 
and its Affiliates do not accept any Liability as a result of electronic transmission of this document. 

ANZ and its Affiliates may have an interest in the products and services described in this document as follows:  

 They may receive fees from customers for dealing in the products or services described in this document, and their staff and 
introducers of business may share in such fees or receive a bonus that may be influenced by total sales. 

 They or their customers may have or have had interests or long or short positions in the products or services described in this 
document, and may at any time make purchases and/or sales in them as principal or agent.  

 They may act or have acted as market-maker in products described in this document.  

ANZ and its Affiliates may rely on information barriers and other arrangements to control the flow of information contained in one or more 
business areas within ANZ or within its Affiliates into other business areas of ANZ or of its Affiliates.  

Please contact your ANZ point of contact with any questions about this document including for further information on the above 
disclosures of interest. 

This document has been prepared by ANZ National Bank Limited. ANZ (part of ANZ National Bank Limited), Level 7, 1 Victoria Street, 
Wellington 6011, New Zealand, Ph 64-4-802 2212, Fax 64-4-496 8639, e-mail nzeconomics@anz.com, http://www.anz.co.nz 


