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Resource limitations affecting businesses 
 

Our growth used to be limited 
by insufficient customers. Now 

its insufficient staff 

On Tuesday we economists received one of our 

favourite playthings – the NZIER’s Quarterly 

Survey of Business Opinion. This survey of 

non-farm businesses around the country has 

been running since the 1960s and for decades 

has provided very useful information on the 

state of our economy. 

 

Perhaps more accurately, it has provided 

unique insight into the constraints affecting the 

ability of businesses to grow. Because such 

constraints are now clear for all to see, the 

QSBO gives us a highly valued ability to explain 

to our clients just how their experiences 

currently are not unique, that they will not fade 

anytime soon, and that some hard decisions 

need to be made regarding how to run one’s 

business going forward. 

 

Let’s start with the headline numbers, versions 

of which are already out there in the likes of the 

ANZ’s Business Outlook Survey. In seasonally 

adjusted terms, the confidence which firms 

have about the economy over the next six 

months has lifted to a net positive 10% from -

8% in the March quarter. This is the strongest 

result since the middle of 2017 and well above 

the ten-year average of just +1%. But it’s not 

unique by historical standards. 

 

 
A net 11% of businesses plan to invest more in 

new buildings. This is up from +7% in the March 

quarter, is also the highest reading since mid-

2017, and is above the average of 0%. A net 

19% of businesses plan to invest more in plant 

and machinery, up from 15% in the March 

quarter. The ten-year average is 6% and the 

result is the strongest since 2015. 

 

http://www.cressida.co.nz/
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These are the sort of indicators which we 

economists look at then say to yourselves that 

prospects for our economy look good and there 

will be growth in employment and customer 

flows generally. 

 

That should be the most interesting aspect of 

this survey currently given the terrible decline in 

readings for all such measures a year ago. But 

it isn’t. Instead, the most interesting and 

implication-driving aspect is the measures 

showing pressures on capacity – to which we 

now turn.  

Hiring intentions are almost 
the highest in half a century 

A net 24% of businesses say they plan hiring 

more people, up from 20% in the March 

quarter, a ten-year average of 9%, and the best 

reading since the September quarter of 1973. 

 

 
But a record net 70% now say they are finding it 

hard to get skilled staff, and a net 57% are 

finding unskilled people difficult to source.  

 

 
 

http://www.eventcentre.co.nz
https://www.aucklandproperty.net/
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Our labour market is the tightest in about half a 

century and lack of customers is now rated by 

only a gross 33% of businesses as the main 

reason they cannot raise output. The ten-year 

average for this gauge is 52% and the result is 

the lowest since 1974. 

 

 
With the government taking advantage of the 

Covid-19 shock to force businesses to hire 

Kiwis and pay higher wages or shut down – 

even when the borders reopen – this situation is 

likely to intensify. That is, staffing issues risk 

worsening because there are a great number of 

factors such as those discussed here last week, 

which tell us customer demand for many things 

is going to keep growing for the next few years. 

 

Businesses seriously need to look at which 

customers they must stop servicing (the lowest 

yielding ones), which products to drop, which 

markets to abandon, and whether they can 

even stay open, potentially burning through 

remaining capital. The optimal move for some is 

to close up now and preserve some capital. For 

many the best move will be to invest in outright 

labour-replacing technology and processes.  

 

Unsurprisingly, with capacity so tight now in our 

economy, inflation risks are rising. A net 53% of 

businesses in the NZIER survey plan raising 

their selling prices over the next three months. 

This is well up from 27% in the March quarter, 

the ten-year average of 18%, and is the highest 

reading since 1986. 

 

 
 

The numbers contained in the QSBO have 

been the final straw for many forecasters and 

the markets have now moved to all but fully 

price in the first increase in the 0.25% official 

cash rate coming in November.  
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The layer cake just got bigger 
 

Four layers have grown in size, 
and one is smaller. Our national 

housing market has 
strengthened this past month, 

as seen also in this week’s 
survey results with REINZ 

Regular TV and TVP readers will know that I 

have for some time been describing the factors 

contributing to soaring NZ house prices post-

lockdown as forming a layer cake. The big 

bottom layer is the normal quantity of buyers 

motivated by achieving an income goal, needing 

a house for a bigger family, shifting for work, 

retiring and so on. 

 

But it is the extra layers which have been driving 

prices higher and a few weeks back I placed the 

layers into three groups. 

 

The first group is of layers which have yet to be 

touched. The second is layers partly eaten. The 

third have all been consumed.  

 

Let’s have a run-through of the three groups to 

see how things have progressed in light of new 

developments, including the insights provided by 

my five monthly surveys, each of which provide 

coalface information on the residential property 

market. 

Two layers in our group of 
those untouched have become 

stronger 

Untouched layers 
 

Shortage 

 

Although housing construction is rising there is 

no belief as yet that shortages people believe 

exist around the country are disappearing. That 

point will come when people understand the 

difference between a shortage of listings and a 

physical shortage of property, but probably not 

this year or next.  

 

Low mortgage rates 

 

This layer has thickened. That may sound 

perverse given the growing debate about interest 

rates rising and the financial markets now pricing 

in a 50% chance that the Reserve Bank will raise 

its official cash rate in November. But the 

stimulus comes from two sources. First, 

expectations of rising rates are driving people to 

buy now so they can lock in a fixed rate before it 

rises. Second, banks are discounting their one-

year and some floating mortgage rates in order 

to win business. The degree of monetary policy 

stimulus to the NZ housing market has 

strengthened.  

 

 

https://pattersonwp.co.nz/
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Low term deposit rates 

 

These remain at record lows and even when 

monetary policy enters its tightening phase the 

speed of increase in term deposit rates will be 

less than for mortgage rates because banks are 

awash with funds.  

 

Parents helping 

 

This is the second factor in this first group of 

layers which has strengthened. Based on 

comments submitted by respondents in my five 

monthly surveys we can see that parents are so 

despairing of their offspring ever being able to 

purchase a property that they are moving beyond 

funding deposits. They have now started buying 

houses years in advance of their children 

needing a place of their own to live in. They 

intend using the eventual capital gain to help 

their kids. They have in essence become 

unwilling investors.  

Two half-eaten layers have 
become stronger, one weaker 

 
 
 

 
Partly eaten layers 
 

FOMO (fear of missing out) 

 

Yes, this layer has been partly eaten. The gross 

proportion of real estate agents responding in the 

REINZ & Tony Alexander Real Estate Survey 

saying that they are seeing FOMO fell from 

levels above 80% between the end of August 

and the end of February to 49% at the end of 

April. But the proportion rose to 51% in May and 

now 60% just one week ago. This factor has 

become stronger. FOMO is back. 

 

Expats returning 

 

People have been buying houses in expectation 

of expats flooding back to New Zealand because 

we have been able to successfully pursue an 

eradication strategy. But now that their 

vaccination rollouts are proceeding rapidly and 

we are one of the worst countries in the world for 

speed of vaccination, the attractiveness of New 

Zealand is decreasing by the week.  

 

Not only that, but overseas economies are also 

picking up and that is going to encourage Kiwis 

to stay offshore to earn good income. Finally, 

Australia has just halved the numbers permitted 

through MIQ facilities, employers there are 

extremely short of staff, and we are the only 

https://pattersonwp.co.nz/
http://www.ashcrofthomes.co.nz/
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foreign pool they can fish in. A large wave of 

Kiwis is likely to head across the Tasman very 

soon. This layer still exists, but soon it will join 

the third group of layers which have gone. 

 

Delayed travel 

 

Kiwis have been buying houses through inability 

to travel. The passage of time has brought 

thoughts of being able to go offshore again. So, 

this layer has been partly nibbled. But courtesy 

probably of the lockdowns in Australia and media 

images of Kiwis stuck over there, the switch back 

to travel spending has partially reversed. In the 

Spending Plans Survey which I will release next 

week I can see that there has been a decrease 

in the proportion of people saying they plan to 

travel offshore. At the same time more people 

have indicated a return of interest in purchasing 

investment property.  

 

Space to work from home 

 

This has been a big factor offshore where covid-

19 has remained in communities and people 

have sought locations to get away from other 

people and traditional workplaces. But here in 

New Zealand this factor has never been 

especially strong. Given the recent lockdown in 

the Wellington region this layer has probably not 

been eaten any further this past month.  

No return from the dead for 
these three 

Completely eaten layers 
 

LVRs gone 

 

Still gone and not set to be eased for a long time 

– so no change here. 

 

Re-joining the fray 

 

This refers to young buyers leaping back into the 

market during lockdown last year hoping for 

listings and looking to take advantage of record 

low borrowing costs and the removal of LVRs. 

This layer got gobbled up by the wave of 

investors which followed the young folk very 

quickly.  

 

Lockdown savings 

 

This was only ever a temporary boost in savings 

over the seven-week period when we kept 

getting paid but could not spend our money as 

we normally would.  

 

Of the 11 factors I chose to include some time 

back in the housing layer cake, over the past 

month three have become stronger and one has 

weakened. The housing marker now is in a 

stronger position than some four weeks ago. 

 

New layers 
 

There are of course many other factors in play to 

consider however before one starts thinking in 

terms of merely knocking back a bit the huge 

strength from August to February.  

 

Loss of interest deductibility 

 

These other factors most notably include the loss 

of interest expense tax deductibility for all new 

buyers of existing houses from March 27. Plus, 

there is the gradual loss of existing deductibility 

for owners of existing houses on that date.  

 

Rising inflation expectations 

 

Expectations of inflation are rising. People are 

seeking to put their funds into something which 

gives protection against higher prices. Property 

is an asset traditionally sought in such times. The 

challenge is making sure one does not face 

rapidly rising debt-servicing costs. That can be 

covered by those purchasing houses as an 

inflation hedge by fixing one’s mortgage rate for 

a long time period. 

 

Immigration policy being tightened 

 

A third factor newly in play for some will be the 

government’s statement that borders will be kept 
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closed to many low-skilled migrants when covid-

related restrictions eventually end. They have 

been saying this for quite some time, but a few 

more people may be paying attention now and 

that therefore rates as a new small negative 

factor to take on board for house price growth 

prospects. The bigger impact of this factor is 

likely to be over 3-5 years as businesses leave 

New Zealand for Australia to source workers in a 

country where the government is looking at 

strengthening migrant inflows when the borders 

open, not pulling up the drawbridge as the 

Ardern government is planning. 

 

Rising house supply 

 

House supply is rising. But while there are a few 

of us warning people of supply causing a 

flattening of prices and collapse of some builders 

in 3-5 years time, for the moment fears of a flood 

of property are very rare. Instead, the most 

recent change in this factor is actually a 

worsening in that more construction costs are 

going up and labour availability problems for the 

construction sector are set to get a lot worse 

given the demand and the remuneration on offer 

to Kiwis in Australia.  

 

Seriously, how scared of spiders do you have to 

be to stay in NZ when you could double your 

income for a few years by hoping across the 

ditch? 

 

 

All up, I look at the many factors affecting our 

housing market and have become willing to say 

not just that house prices will rise closer to 5% in 

the coming year than Treasury’s forecast of 

0.9%, but that they will rise 5% - 10%.  

 

If I were a borrower, what would I 

do?  

 

Nothing I write here or anywhere else in this 

publication is intended to be personal advice 

and you should discuss your financing 

options with a professional.  

 

Given that it increasingly looks like monetary 

policy will be tightened in November and not next 

year, but fixed mortgage rates have yet to rise to 

reflect this, I’d be more inclined to lock much of 

my debt at a three-year fixed rate now than was 

the case last week. I’d be cutting back the 

proportion I’d plan fixing one-year at the moment.  

 

NZHL Tony’s Thoughts Video 

 

Each week I record a three-minute video for NZ 

Home Loans and in the most recent one I 

discuss results from my latest survey with REINZ 

which show increasing prevalence of rising 

prices, higher FOMO, and decreased 

perceptions of investors selling.  

 

The landing page for these videos is here. 

 

 

 
 
 

https://www.facebook.com/nzhlcompany/


 

 

 

Links to publications 
 
Tony’s View Spending Plans Survey
  
 

 
 
Tony’s View Business Survey 

 
 

Tony’s Thoughts Vlog 

 
 
REINZ & Tony Alexander Real Estate Survey 

 
 
Oneroof weekly column 

 
mortgages.co.nz & Tony Alexander Mortgage 
Advisors Survey  

 
 
Tony Alexander Regional Property Report   

 
 
Valocity Valuer Survey 

 
 
Crockers & Tony Alexander Investor Insights 

 
 
 

  

To enquire about advertising in Tony Alexander publications email me at tony@tonyalexander.nz 
 

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. To the extent that 
any information or recommendations in this publication constitute financial advice, they do not take into account any person’s particular 
financial situation or goals. We strongly recommend readers seek independent legal/financial advice prior to acting in relation to any of 
the matters discussed in this publication. No person involved in this publication accepts any liability for any loss or damage whatsoever 
which may directly or indirectly result from any advice, opinion, information, representation or omission, whether negligent or otherwise, 
contained in this publication.   
 

One-off issue of Tview Premium 
 
To receive a one-off copy of Tview Premium for $15.00 incl. GST, being this week’s issue only, there are 
two payment options offered in order to keep admin simple at my end. Be sure to enter your email address 
correctly as that is where the issue will be sent. All payments received up until next Wednesday night will 
elicit a TVP of the same date as this TV. All from next Thursday morning will receive the next TVP issue. 
Any problems, just email me.  
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