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Dear Sirs

Submission to the 2025 Taskforce by TOWER Investments

TOWER Investments submits to the 2025 Taskforce that a key focus In lifting New Zealand's
productivity standards and eliminating our Income gap with Australia should be the role of
financial assets in household balance sheets.

If New Zealand households Increased the proportion of financial assets held relative to other
assets in their balance sheets, especiaily in relation to residential property assets, benefits
will foilow.

Financial assets earn income (interest, dividends, capital gains) for their investors, as weil as
adding to the public revenue base (and thus to funding for public services) through taxation
of that income. Increasing the proportion of income-earning assets in relation to the non
income earning assets in New Zealanders' household balance sheets could assist with
closing the Income gap with Australia. We note that Australia has implemented compulsory
workplace saving whereas New Zealand has optional workplace saving (KlwiSaver and
workplace supera'nnuation schemes). The result is that Australian household balance
sheets feature higher average proportions of financial assets held than are found on average
in New Zealand household balance sheets. Higher Australian average household income
from financial assets could be a contributing factor in the evident income gap between the
two countries.

We also note that compulsory workplace saving in Australia (or, indeed, in many other
overseas countries) does not appear to be a deterrent to large numbers of talented, hard
working New Zealanders emigrating each year to live and work where they can gain from the
superior side of the income gap. There could be merit in phasing in - with suitable advance
notice to the New Zealand public - compulsory workplace saving, with KiwiSaver the likeliest
vehicle for this purpose. As KiwiSaver returns to investors are taxable, there could
additionaily be positive benefits for the revenue base as KiwiSaver account balances grew.
Compulsory workplace saving could permit the role of New Zealand Superannuation to be
reassessed for those wage earners who were still some significant distance from retirement,
albeit that for those already in retirement or a decade or so out from entitlement to the
benefit, justice would require that they are exempt from substantial changes to the level or
entitlement age of the benefit.

It is argued that compulsory superannuation must, ipso facto, lead to a break down of the
traditional Government Superannuation model in NZ. Provided compulsory Superannuation
leads to a higher household savings rate (generaily understood to be desirable), with those
savings taxable, there is no causal link between compulsory superannuation and a
diminution of the Government Superannuation Scheme.
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Even if the argument was valid, surveys have shown that many younger New Zealanders do
not believe that New Zealand Superannuation will exist for them in the form it is available to
retirees now, and therefore an opportunity exists to commence debate and develop policies
concerned with greater reliance on personal savings in retirement and more flexibility around
the age at which state-funded retirement benefits were collected.
For example, the age of initial entitlement to New Zealand Superannuation could be
gradually lifted in future years in a way well-signalled in advance. Additionally, there could
be available the option to defer collecting the state-funded benefit at entitlement age in
return for receiving scaled increases in the benefit later on. As many younger people can be
expected to live and work longer than their parents and grandparents, there seems
increasingly little sense in pretending that a person will be "retired" at age 65 indefinitely out
into the future.

There could be additional benefits arising from compulsory workplace savings:

• Such savings could assist with moderating that part of the inflation cycle that is driven
by the housing market cycle, because household income would be channelled into the
accumulation of financial assets and away from fuelling residential property booms.
Such channelling could assist the Reserve Bank of New Zealand with setting interest
rates that did not penalise the productive sector of the economy, and more particularly
the export sector due to New Zealand dollar exchange rate escalation. This is in
contrast to what has occurred in recent years when residential property booms have
dominated monetary policy implementation.

• A moderated housing market cycle could assist less well off New Zealanders with
acquiring their first home.

• New Zealand's longstanding structural deficit could be eased as more New Zealanders
received interest and dividends from overseas investments made through their
workplace savings schemes, helping to offset interest and dividends paid on New
Zealand-domiciled assets to overseas creditors and shareholders.

• The cost of capital could be lowered in New Zealand as workplace savings became a
source of increased funding for investment in domestic productive assets.

• Longer-dated New Zealand government bonds (ie, 20+ years to maturity) could be
issued for fiscal deficit financing because domestic workplace savings schemes are
the logical buyers of such securities for liability matching purposes. Such bonds
should include inflation-adjusted bonds, which would find a ready market with Iiability
matching workplace schemes and assist the Reserve Bank with more accurate
inflation forecasting and interest rate setting.

• Public private partnerships (PPPs) could be financed exclusively from domestic
sources of capital if KiwiSaver schemes, or other workplace savings schemes
available solely to individual New Zealand citizens or permanent residents, were the
only permitted, or at least the preferred, private investors.

• Annuities could also be made compulsory for investment of at least a substantial part
of compulsory workplace savings matured upon retirement, and would be additional
natural buyers of long-dated government bonds (including inflation-adjusted bonds) for
liability-matching purposes.

Whether or not compulsory workplace saving was introduced into New Zealand, there could
be benefit arising from levelling the playing field between investing in real assets such as
residential property and investing in financial assets.



A land tax could contribute to the relative attractiveness of accumulating financial assets
because of their net income versus the net outgoings on land subject to tax.

We trust these submissions will prove of assistance to the 2025 Taskforce in its
deliberations.

Thank you for the opportunity to tender these submissions.

Yours faithfully.

Sam Stubbs
Chief Executive -Investments
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