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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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Action Sought 

 Action Sought Deadline 

Minister of Finance 
(Hon Bill English) 

Agree to the recommendations None 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 
 

Renee Philip Acting Manager, 
Macroeconomic and Fiscal 
Policy 

04 917 6046 (wk)  

 

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

Return the signed report to Treasury. 
 
Note any 
feedback on 
the quality of 
the report 
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Treasury Report: Medium Term Projections 
 
Purpose of this report  
 
This report provides a summary of the medium term projections that are to be included in the 
2016 fiscal strategy report (FSR). It also discusses the key assumptions underlying the 
projections.  

Recommended Action 
We recommend that you: 

 
a Note that the projections in this report are based on a continuation operating and 

capital allowances at around current levels.  
 

b Note that net debt is projected to fall to negative 5.2% of GDP by the end of the 
projection period in 2029/30 (i.e. a net asset position)  

 
c Agree that the projection charts in the FSR will end at 2025/26 
 

Agree/disagree 

Purpose and requirement for projections  
 

1. The purpose of FSR projections is to provide transparency about the medium-term 
fiscal outlook and show progress towards the Government’s long-term objectives (listed 
in annex 1). Projections are based on assumptions of current Government policy 
regarding operating and capital allowances. 

 
2. The Public Finance Act 1989 (PFA) requires that the FSR include projections of key 

fiscal variables which relate to the Government’s long-term objectives. For the past two 
years the FSR has shown charts of the projections going out 10 years, which is the 
statutory minimum (previously FSRs had shown charts of projections extending out 15 
years). Recent FSRs have included a table in the annex that shows the projections 
going out 15 years. In addition, the Treasury’s Fiscal Strategy Model, which projects 15 
years into the future, is published on the Treasury’s website. 

 
3. The PFA requires that the FSR include projections for total operating expenses, total 

operating revenue, the operating balance, the level of total debt, and the level of total 
net worth. It also requires that the FSR states any significant projection assumptions. 

 
Key projection assumptions 
 
4. Fiscal projections in the FSR are based on a continuation of current Government 

policy. These projections include and continue on from the final economic and fiscal 
forecasts provided to you previously [T2016/707 and T2016/837 refer]. Key 
assumptions include:  

 
• Non-welfare spending growth is largely determined by operating allowances; 

 

[33]
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• Operating allowances: $1.6 billion in Budget 2016, $1.5 billion in each year across 
the rest of the forecast period until 2019/20 then growing at 2% per annum for 
subsequent Budgets; 

 
• New capital spending: $1.4 billion in Budget 2016, then $900 million in each year 

across the remainder of the forecast period, growing at a rate of 2% per annum for 
subsequent Budgets;  
 

• Tax revenue is assumed to be constant as a share of GDP beyond 2019/20, which 
effectively means that, in projected years, personal tax rate and/or threshold 
changes are enacted to eliminate fiscal drag. and 

 
• The economy is assumed to grow at trend growth rates with no economic cycles by 

three years after the forecast period.  
 
Projections overview  
 
5. The following projections are based on final forecasts updated to include the above key 

assumptions.  
 

6. Figure 1 shows net core Crown debt declining to 19.3% of GDP in 2020/21. 
Accordingly, NZSF contributions are estimated to resume in 2020/21, two years earlier 
than projected at HYEFU, but the same as estimated at the 2015 FSR. By 2030, net 
core Crown debt is projected to fall to negative 5.2% of GDP (i.e. a net asset position).  

 
7. In the projection period OBEGAL surpluses rise steadily, reaching around 4.5% of GDP 

by the end of the projection period, 2029/30 (Figure 2). Correspondingly, core Crown 
residual cash grows to 3.7% of GDP (Figure 3).  

 
8. These surpluses result from a widening gap between revenue and expenses (Figure 

4).  Tax revenue is assumed to remain constant as a share of GDP through the 
projection period. Core Crown expenses decline to 26.5% of GDP at the end of the 
projection period. This reflects the assumption that non-welfare spending will grow in 
line with the operating allowances. 

 
9. Figure 5 shows net worth is projected to steadily increase, reflecting growing operating 

surpluses. Net worth is projected to recover to its pre-crisis peak in 2028/29, where it 
reaches 58.7% of GDP (the 2007/08 peak was 55.6% of GDP).  

 
10. Changes from the HYEFU projections are largely driven by a stronger economic 

forecasts leading to a higher tax revenue base and changes to the operating and 
capital allowance profiles. 
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Figure 1 
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Figure 2 
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Figure 3 
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Figure 4 
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Figure 5 
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Comparison with last FSR 
 
11.  Although these projections represent a significant improvement from the projections 

prepared at HYEFU 2015 they are similar to the projections prepared in the 2015 FSR.  
 

12. The projections in both the 2015 and 2016 FSR show net debt falling below 20% of 
GDP in 2020/21, with NZSF contributions estimated to resume in the same year. By 
the end of the projection period both sets of projections have net debt falling below 
zero, driven by  expenses as a share of GDP falling to the lowest level since the 
1970’s.  

 
Implications of the medium term projections 

 
13. There is a wide band of uncertainty around the forecasts and projections with the 

degree of uncertainty increasing as the time horizon lengthens. In particular, the 
projections do not make any allowance for future shocks or economic cycles beyond 
the end of the forecast period (2019/20). As such, projections should be interpreted as 
being indicative of future trends in the fiscal position under the specific stated 
assumptions, rather than forecasts of the most likely outcome.   

 
[33]
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Renee Philip 
Acting Manager, Macroeconomic and Fiscal Policy 
 
 
 
 
 
Hon Bill English 
Minister of Finance 
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Annex 1 

 
Long-term objectives in the fiscal strategy 

 
Below is the draft table of the long term fiscal objectives which will be included in the FSR. 
 
Fiscal Strategy Report 2016 

Debt 
Manage total debt at prudent levels.  

Manage net debt within a range of 0 per cent to 20 per cent of GDP. 

Operating balance 

Deliver operating balances sufficient to meet the Government’s net capital requirements, including 
contributions to the NZS Fund, and ensure consistency with the debt objective. 

Operating expenses 

Control the growth in government spending so core Crown expenses are below 30 per cent of GDP. 

Operating revenues 

Ensure sufficient operating revenue to meet the operating balance objective. 

Net worth 

Ensure net worth remains at a level sufficient to act as a buffer to economic shocks. Consistent with 
the debt and operating balance objectives, the Crown will build up net worth ahead of the full fiscal 
impact of the demographic change expected in the mid-2020s. 

 
 

The 2016 FSR makes some minor wording changes to those included in the 2015 BPS. 
These changes simplify the objectives and make them more enduring.  
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