
   

Ref #4180277 v1.0   

 

MEMORANDUM FOR Savings working group 
  
COPIED TO  
  
FROM Phil Briggs 
  
DATE 14/09/2010 
  
SUBJECT Housing equity injection and household sector 

assets and liabilities 
  
FOR YOUR Information

 
 
1. Housing equity injection 
 
Figures for housing equity injection (HEI) are monitored on a quarterly basis since they give 
us an indirect look at whether the household sector as a whole is paying off the principal on 
its housing mortgages. Direct and comprehensive measures of principal repayments are not 
currently available. HEI is also a rough indicator of the level of household saving. 
  
Housing equity injection is calculated as the difference between the household sector’s 
investment in the housing stock, and the change in the household sector’s total debt secured 
against the housing stock. When this measure is negative, this indicates that housing equity 
withdrawal has been occurring, with the household sector withdrawing equity from housing.1  
 
Figure 1: Housing equity injection, quarterly 
$million; percent of household disposable income 
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Source: RBNZ 
                                                 
1 While HEI is a useful concept, understanding what it measures and what it means is not altogether 
straightforward.  Appendix  1 includes further explanatory material on housing equity injection/withdrawal. 
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Figure 1 shows the RBNZ’s estimates of HEI. The latest estimate we have is for the March 
2010 quarter and its shows HEI at 5.0% of household disposable income. 
 
This suggests that the household sector is continuing to pay down its mortgage debt. Earlier 
work at the Reserve Bank indicated that if HEI were to exceed 3% of household disposable 
income on a sustained basis, then the ratio of mortgage debt to household income would 
decline. However, this decline would be gradual, even if HEI were to average say 6% of 
household disposable income.2  
  
The fact that households are currently injecting equity equal to 5% of their disposable income 
into the housing stock suggests that they are now saving. It is possible that part of this 
injection is occurring because households are selling other assets in order to pay down 
mortgages. However, the selling down of other assets is unlikely to be sustained over a long 
period. The fact that housing equity inject has been positive since the beginning of 2008 
suggests that household saving is now in positive territory. 
 
RBNZ has also attempted to calculate farm equity injection (FEI), with this being equal to 
investment on farms minus the change in agricultural borrowing. The figures show that farm 
equity injection was strongly negative in 2008 (indicating equity withdrawal) but eased back 
a lot in 2009. Given the recent decline in farm prices, and farm sales, it seems likely that farm 
equity injection is now in positive territory, with farmers attempting to pay down debt where 
they can. The figures for FEI are calculated using annual data and the estimates are not as 
robust as those for HEI. However, like HEI, the level of FEI will have an influence on the 
level of household saving.    
 
Household sector assets and liabilities 
 
The Reserve Bank publishes data on its website on the household sector’s financial assets and 
liabilities. The website also shows estimates of the value of the housing stock, which are 
based on QV data. However, the data on the website is not a complete household balance 
sheet. The ‘index and introduction’ on the spreadsheet containing the RBNZ data includes the 
following: 
 
Components of the household balance sheet not accounted for here include: 
• Equity in farms 
• Equity in unincorporated businesses 
• Shares in unlisted incorporated businesses 
• Equity in directly-held commercial property 
• Direct ownership of assets such as forests 
• Consumer durables 
• Overseas property owned by New Zealand residents 
• Non-equity overseas financial assets 
• Notes and coin held by households 

 
The two major omissions are equity in unincorporated businesses and shares in unlisted 
incorporated businesses. Unincorporated businesses would include most farms, and also most 
businesses involved in renting out residential properties. Shares in unlisted incorporated 

                                                 
2 These outcomes depend on a forecast of housing investment. The forecast of housing investment that was used 
was taken from RBNZ’s forecasts for the March 2010 Monetary Policy Statement. See Briggs and Eaqub (2010) 
for more details on HEI and household sector deleveraging.   



Not for quotation 

3 
 

businesses would include shares in producer co-operatives and shares in ‘closely held’ 
companies, such as family businesses that operate as limited liability companies. 
 
There are difficulties in estimating the value of both unincorporates and holdings in unlisted 
corporates. The Reserve Bank has not yet been able to derive estimates for these components 
that are reliable enough to publish on a regular basis. 
 
However, internal work, based on data from the Annual Enterprise Survey, suggests that the 
book value of unincorporated businesses in 2009 could be around $110 billion. This figure is 
indicative only. Producing an estimate of the household sector’s holdings in unlisted 
businesses is even more difficult. Initial work suggests that the book value of these holdings 
may be similar to the value for unincorporated businesses. But this seems very high, 
especially compared to estimates for Australia, which showed the household sector’s holding 
of unlisted company equity being around $92 billion in December 2009. However, the ABS 
acknowledges that estimates of unlisted equity are ‘low quality’ estimates. 
 
The value of rental properties – and the debt associated with them – are currently included in 
the figures on RBNZ’s website. Nevertheless, including the net value of other unincorporated 
businesses, along with the value of the household sector’s holdings in unlisted businesses, 
would have a large impact on the total value of the household sector’s financial assets. The 
value of the financial assets currently covered by the RBNZ’s figures total $212 billion.  
 
Hence caution is needed when commenting on the RBNZ figures. It may not be correct to 
state, for example, that New Zealand households are ‘very overweight’ in housing assets 
relative to financial assets. It is possible that New Zealand has a relatively large proportion of 
its household wealth tied up in unlisted businesses. This could reflect a low propensity on the 
part of New Zealand businesses to list on the sharemarket. 
  
Caution too is required in comparing household wealth between countries. Recent work done 
at the Reserve Bank on comparing the New Zealand household balance sheet and the 
Australian household balance sheet highlighted the difficulties in comparing even these two 
countries.  
 
The following section details this work, and is taken directly from Briggs (2010), pages 2-4. 
 
3. Comparison of household assets and liabilities in Australia and New Zealand 
 
Comparing household balance sheets between countries is difficult, since each country tends 
to take a different approach to compiling national accounts. For example, in Australia the 
household sector includes not only households but also unincorporated businesses and private 
non profit organisations serving households.3  
 
In the charts that follow – Figure 2 covers Australia and Figure 3 covers New Zealand – we 
show only those categories of assets and liabilities that we can identify in both countries. In 
compiling this data we have had to make some adjustments to balance sheet figures. These 
adjustments are outlined in appendix 2.   
 

                                                 
3 In New Zealand the household sector, as defined, excludes both unincorporates and non profit organisations. 
However, the household income and outlay account has an entry for ‘entrepreneurial income’, which includes 
the income received by the household sector from the unincorporated sector. Also, the household sector’s 
balance sheet should have an entry to account for the net wealth held in unincorporates.  
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Note that the figures for assets and liabilities used in the charts have been expressed as a 
percentage of household disposable income. For both countries, household income is taken to 
be disposable income before the deduction of depreciation and interest payments.4    
 
Table 1 shows a breakdown of assets and liabilities for both Australia and New Zealand in 
1989 and 2009.  
 
Table 1 Household assets and liabilities, Australia and New Zealand 
All figures are percentages of household disposable income 
 Australia  New Zealand 
 1989 2009 Change 1989 2009 Change
Housing 304 449 145 250 520 270
Financial assets 183 292 109 144 187 43
   Superannuation 71 160 90 27 22 -6
   Equities 13 29 15 25 19 -6
   Other financial assets 42 28 -14 40 55 16
   Currency and deposits 57 75 18 52 91 39
Total assets 487 740 254 394 707 313
Liabilities 45 152 107 52 156 104
Assets minus liabilities 441 588 147 342 551 209
Sources: RBA, ABS, RBNZ 
 
We can draw a number of conclusions from the charts and the table: 

 ‘Assets minus liabilities’, as a percentage of household disposable income, was higher 
in Australia than in New Zealand over the 1989-2009 period. 

 Relative to their income, New Zealand households own a higher level of housing 
assets than Australian households. Furthermore, the growth in housing assets between 
1989 and 2009 was higher in New Zealand than in Australia.5 

 Relative to income, housing liabilities – which are primarily mortgage debt – are 
remarkably similar in both countries, and show a similar profile over time. 

 Australian households have higher levels of financial assets, especially assets in 
superannuation schemes.6 Assets in superannuation also grew strongly in Australia, 
accounting for most of the growth in financial assets over the 1989-2009 period. In 
contrast, New Zealand households’ assets in superannuation in 2009 were lower than 
they had been in 1989, despite the introduction of Kiwisaver.  

 In New Zealand growth in ‘currency and deposits’ – with most of this coming from 
deposits – was higher than for Australia. It seems that New Zealanders now hold 
higher levels of deposits, relative to income, than Australians.     

 The growth in financial assets in Australia resulted in a decline in the proportion of 
total assets held in housing – from 62.4% in 1989 to 60.7% in 2009. In contrast, in 
New Zealand housing assets increased from 63.5% of total assets to 73.5%.7 

 

                                                 
4 The RBA’s measure of household disposable income is used for Australia.  
5 As we will see later, the change in house prices over this period was similar in both countries, which suggests 
that the higher growth in New Zealand was not simply due to revaluations. 
6 These assets are the reserves held by superannuation schemes on their balance sheets.  
7 As noted earlier, and in the appendix, ‘total assets’ as used here excludes some major items, like households’ 
wealth in unlisted corporates.  
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Figure 2 Household assets and liabilities, Australia 
Percent of household disposable income 
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Sources: RBA, ABS 
 
Figure 3 Household assets and liabilities, New Zealand 
Percent of household disposable income 
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Appendix 1: Explanatory material on housing equity injection/withdrawal 
 
1. From Briggs and Eaqub (2010): 
 
Housing equity injection is a flow measure; it applies to a particular period. It is calculated as 
the difference between the household sector’s investment in the housing stock, and the 
change in the household sector’s total debt secured against the housing stock. 
 
HEI = I – ∆B  (1) 
 
where: 

I is the household sector’s investment in housing8 
∆B is the change in the household sector’s mortgage borrowing.   

 
A negative value of HEI indicates that the household sector is withdrawing equity from the 
housing stock. Housing equity withdrawal is often referred to as HEW.  
 
HEI is an aggregate measure. It is also a net measure. At any point in time, some households 
will be injecting equity – via deposits on houses and repayments of principal – while other 
households will be withdrawing equity – largely through selling properties. Aggregate HEI is 
equal to the sum of individual injections minus the sum of individual withdrawals. 
 
  

                                                 
8 This is investment in the housing stock. It is made up of three components: the construction of private 
dwellings, net transfers of land to the household sector, and net transfers of dwellings to the housing sector 
(which includes, for example, sales or purchases by government of state houses).  
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2. From Briggs (2007): 
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Appendix 2: Adjustments made in order to compare Australian and New Zealand 
household balance sheet data 
 
   

 Figure 2 is largely based on the household balance sheet produced by RBA rather than 
that produced by the ABS. A major difference between the two is that the RBA’s 
figures cover only households and therefore exclude unincorporates and non-profit 
organisations. The RBA’s balance sheet also includes all housing and all housing 
debt, as in the RBNZ’s balance sheet.9 
  

 The RBA includes estimates of the stock of consumer durables in its household 
balance sheet. We have excluded this category, since we have no estimates of 
consumer durables in the New Zealand balance sheet. 
       

 The figures for equities in Australia have been adjusted to exclude households’ 
holdings in unlisted corporates. We don’t have estimates for these holdings in New 
Zealand.10 Therefore, the estimates shown in Figures 2 and 3 do not includes estimates 
of the household sector’s holdings in unincorporates or unlisted corporates (except for 
the assets and liabilities associated with rental dwellings).11  

 
 
 
 

                                                 
9 In theory, the assets and liabilities related to rental dwellings should be included in either the unincorporated or 
corporate sectors.  
10 The estimates of these holdings for Australia actually seem to be very low. The ABS acknowledges that these 
estimates are of ‘low quality’. Estimates of unlisted equity are often regarded by statisticians as the Achilles heel 
of national accounts.    
11 This may mean that the New Zealand balance sheet is understated relative to Australia, given the relatively 
high proportion of small companies, including farms, in New Zealand. In reality, the household sector’s holdings 
in unincorporates and unlisted corporates may be relatively higher in New Zealand than in Australia.  


