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Key to sections of the Official Information Act 1982 under which information has been withheld. 

Certain information in this document has been withheld under one or more of the following sections of the 
Official Information Act, as applicable: 

 

[1] to prevent prejudice to the security or defence of New Zealand or the 
international relations of the government 6(a) 

[4] to prevent prejudice to the maintenance of the law, including the prevention, 
investigation, and detection of offences, and the right to a fair trial 6(c) 

[11] 
to damage seriously the economy of New Zealand by disclosing prematurely 
decisions to change or continue government economic or financial policies 
relating to the entering into of overseas trade agreements. 

6(e)(vi) 

[23] to protect the privacy of natural persons, including deceased people 9(2)(a) 

[25] to protect  the commercial position of the person who supplied the information 
or who is the subject of the information 9(2)(b)(ii) 

[26] 
to prevent prejudice to the supply of similar information, or information from the 
same source, and it is in the public interest that such information should 
continue to be supplied 

9(2)(ba)(i) 

[27] 

to protect information which is subject to an obligation of confidence or which 
any person has been or could be compelled to provide under the authority of 
any enactment, where the making available of the information - would be likely 
otherwise to damage the public interest 

9(2)(ba)(ii) 

29] to avoid prejudice to the substantial economic interests of New Zealand 9(2)(d) 

[31] to maintain the current constitutional conventions protecting collective and 
individual ministerial responsibility 9(2)(f)(ii) 

[33] to maintain the current constitutional conventions protecting the confidentiality 
of advice tendered by ministers and officials 9(2)(f)(iv) 

[34] to maintain the effective conduct of public affairs through the free and frank 
expression of opinions 9(2)(g)(i) 

[36] to maintain legal professional privilege 9(2)(h) 

[37] to enable the Crown to carry out commercial activities without disadvantages or 
prejudice 9(2)(i) 

[38] to enable the Crown to negotiate without disadvantage or prejudice 9(2)(j) 

[39] to prevent the disclosure of official information for improper gain or improper 
advantage 9(2)(k) 

[s18(c)(i)] that the making available of the information requested would be contrary to the 
provisions of a specified enactment  

[40] Not in scope   
 

Where information has been withheld, a numbered reference to the applicable section of the Official 
Information Act has been made, as listed above. For example, a [23] appearing where information has 
been withheld in a release document refers to section 9(2)(a). 

In preparing this Information Release, the Treasury has considered the public interest considerations in 
section 9(1) and section 18 of the Official Information Act. 
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Treasury Report:  Updating the Fiscal Targets 

Date: 10 July 2015 Report No: T2015/1393 

File Number: MC-1-0-2 

Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Bill English) 

Note The contents of this report None 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 
 

Renee Philip Acting Manager, 
Macroeconomic & Fiscal 
Policy 

04 917 6046 (wk)  

 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury. 

 
 
 
Enclosure: No 

[34]

[34]



T2015/1393 : Updating the Fiscal Targets Page 2 
 

 

Treasury Report: Updating the Fiscal Targets 

Recommended Action 
We recommend that you: 
 
a note that the Treasury is undertaking work on the fiscal targets over the coming 

months 
 

b indicate if you would like a follow-up chew session on this issue to discuss emerging 
conclusions 

 
 Yes/No. 
 
 
 
 
Renee Philip 
Acting Manager, Macroeconomic & Fiscal Policy 
 
 
 
 
 
Hon Bill English 
Minister of Finance 
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Treasury Report: Updating the Fiscal Targets 

Purpose of Report 

1. Following a chew session with you in March, the Treasury is undertaking work on the 
fiscal targets. This report sets out the scope of the Treasury’s work over the coming 
months and what you can expect to see as work progresses. 

Analysis 

2. The current fiscal strategy is focused on two main fiscal targets: 
 

• A total Crown OBEGAL surplus in 2014/15, subject to any significant shocks; and 
 

• Reducing net core Crown debt to 20% of GDP by 2020, and then aiming to keep net 
debt within 10-20% of GDP over the economic cycle 

 
3. Projections are broadly on track to reduce net debt to 20% of GDP by 2020, and the 

OBEGAL has reached broad balance and is forecast to be on an improving path.  
 
4. The OBEGAL target requires updating since the 2014/15 fiscal year has ended. This 

target has proved useful in eliminating a large deficit, but as we discussed in the chew 
session in March, a short-term surplus target risks requiring fiscal policy to be 
unnecessarily reactive. In addition, the release of 2014/15 year-end accounts in mid-
October may provide an opportunity to move on from the current OBEGAL target. 

 
5. The net debt objective continues to be an important anchor for the fiscal strategy. 

However, we have identified two issues: 
 

• a net debt indicator may not be sufficient given it is a narrow subset of the Crown 
balance sheet; and 

 
• that the fixed-year target (2020) may become problematic as we approach 2020.  

 
6. Initial analysis by Treasury suggested the adoption of rolling targets for OBEGAL and 

net debt. This would encourage a medium-term approach to fiscal policy, supporting 
the operation of automatic fiscal stabilisers in response to cyclical fluctuations in the 
economy, and allowing a gradual adjustment to shocks. 

 
7. However, we indicated that there would be a benefit in undertaking further work before 

announcing any future target. We believe indicators should: 
 

• have a medium focus – we are looking at whether rolling targets would 
encourage a medium term focus, and if so, over what time horizon should targets 
be set 
 

• promote good fiscal management – we are looking at whether different targets 
may have implications for the incentives facing departments 
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• incorporate more of the balance sheet – we are looking at the role of net worth as 
well as considering a range of complementary balance sheet indicators, including 
risk metrics that could supplement existing indicators to help provide a more 
comprehensive view of the fiscal position 

 
• be easily communicated – we are looking at useful ways to segment the Crown 

accounts and how to explain volatility 
 
• learn the lessons from other jurisdictions – we are looking at what happens 

internationally and what lessons there may be for New Zealand. 
 
8. As part of this work we will also be responding to your questions about the extent to 

which our macroeconomic and balance sheet assumptions are consistent.  

Next Steps 

9. We plan to complete work in July on the lessons from international experience and 
analysis of fiscal targets under different macroeconomic scenarios. We will then focus 
on options for better managing the balance sheet. We plan to update you on emerging 
conclusions as the work is completed, either in the form of a short report or slidepack. 
An indicative timeline is set out below.  

 
10. We intend to provide overall advice on potential changes to fiscal targets by the end of 

September so that any decision can be incorporated into the development of fiscal 
policy for the Budget Policy Statement 2016. Some of the work may result in 
recommendations that could be implemented over a longer timeframe, such as 
additional balance sheet targets or alternative segment reporting in the Crown 
accounts.  

 
Issue            Indicative timeline 
 
Lessons from international experience with fiscal targets   By end July  
 
Analysis of fiscal targets under different macroeconomic scenarios By end July  
 
Balance sheet sensitivities, volatility and fiscal indicators    By end August 
 
Overall advice on changing fiscal targets      By end September 
 
11. If you are interested, we could hold another chew session to discuss emerging 

conclusions before we provide final advice, possibly some time in August 2015 or early 
September 2015. 
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