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Reference: T2019/1169 MC-1-5-2 
 
 
Date: 23 April 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Deadline: None 
(if any) 
 
 
Aide Memoire: Speaking notes on the fiscal strategy  

You are planning to take an oral item on the fiscal strategy to Cabinet on 29 April, 
following the discussion at Budget Matters on 17 April [based on T2019/661]. The first 
section of this Aide Memoire provides speaking notes for this oral item. 
 
Any changes to the wording of the long-term debt objective will be reflected in the 
Fiscal Strategy Report. The Treasury will be providing you with a first draft of the Fiscal 
Strategy Report by early May. The second section of this Aide Memoire presents 
wording options for the long-term debt objective for your consideration in advance of 
this first draft. 
 
1) Speaking notes on the fiscal strategy for Cabinet on 29 April 

• I stated in the 2019 Budget Policy Statement that the Government will provide 
further detail on a post-2021/22 fiscal strategy at Budget 2019. 

• The Public Finance Act requires the Government to set out long-term objectives 
(applying to no fewer than 10 years) and short-term intentions (applying to at 
least the next two years) in the Fiscal Strategy Report (FSR).  

o These intentions and objectives must be set for total debt, operating 
balance, operating revenues, operating expenses, and net worth. 

• I will retain the Budget Responsibility Rules in the FSR. 

• The Budget Responsibility Rule for net debt states “the Government will reduce 
the level of net core Crown debt to 20 per cent of GDP within five years of 
taking office.”  

[43]
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• We have previously indicated in our long-term objectives that we will maintain 
net debt at prudent levels beyond 2021/22. 

o I intend to provide more guidance in the Fiscal Strategy Report around 
what these prudent levels are beyond 2021/22. 

• I intend to signal a prudent range of net debt beyond 2021/22. 

o Point targets can lead to an excessive focus on managing a fiscal 
indicator to a particular point and incentivise a short-term focus. 

o Targeting a range allows fiscal policy to respond to movements in the 
economy, accounts for forecast uncertainty, and preserves room for high 
value investment. 

• I will signal a prudent range of net core Crown debt is 15 to 25 per cent of GDP. 

o Maintaining net debt within a range of 15 to 25 per cent of GDP strikes a 
balance between fiscal sustainability and having a fiscal buffer against 
shocks, and providing opportunities for high-value public investment. 

• Maintaining net debt within a range beyond 2021/22 will still require fiscal 
discipline.  

o Keeping net debt below 25 per cent of GDP will require restraint, and we 
will need to continue to maintain sustainable operating surpluses. 

• It is important we maintain debt in a prudent range to support wellbeing.  

o Prudent debt supports New Zealand’s resilience to shocks. New 
Zealand is particularly vulnerable to natural disasters and external 
shocks that could lead to a sharp increase in debt, has high household 
debt, and limited monetary policy space. 

o Prudent debt supports fiscal sustainability. Fiscal sustainability 
lowers the chance of a debt crisis, and supports market access and New 
Zealand’s high credit rating (which lowers our borrowing costs). 

o Operating surpluses support prudent debt. Funding current 
expenses with current revenues supports fiscal sustainability and 
ensures future generations are not burdened with paying for initiatives 
that primarily benefit the current generation. 

 
2) Wording for the Fiscal Strategy Report 

The Treasury will be providing you with a first draft of the Fiscal Strategy Report by 
early May. This section presents wording options for the long-term debt objective in 
advance of this first draft, for your consideration. 
 
The Fiscal Strategy Report must  

• Explain how the long-term objectives and short-term intentions are consistent 
with the Public Finance Act’s principles of responsible fiscal management and 
one another, and 
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• Assess the consistency between the long-term objectives and short-term 
intentions with the fiscal forecasts and projections. 

 
The table below presents the current short-term intentions and long-term objectives, 
with draft wording options for the long-term objective for debt. Options for new wording 
are highlighted in yellow. We will incorporate your feedback iteratively through the 
drafting of the Fiscal Strategy Report. 

Table 1. Short-term intentions and long-term objectives, as presented in the 2019 
Budget Policy Statement, with options for the long-term debt objective wording. 
 
Short-term intentions Long-term objectives 
Debt 
Our intention is to reduce the level of net 
core Crown debt to 20 per cent of GDP 
within five years of taking office (subject to 
any significant shocks to the economy). 

Debt 

Maintain total debt at prudent levels. 

The Government will reduce the level of net core Crown debt to 
20 per cent of GDP within five years of taking office and maintain 
it at prudent levels thereafter. 

Unchanged Long-term objective for debt – Option 1 

Maintain total debt at prudent levels. 

The Government will reduce the level of net core Crown debt to 
20 per cent of GDP within five years of taking office and maintain 
it at prudent levels thereafter.  
Prudent levels of net core Crown debt are within a range of 15 to 
25 per cent of GDP (subject to any significant shocks to the 
economy). 

Unchanged Long-term objective for debt – Option 2 

Maintain total debt at prudent levels. 

Maintain net core Crown debt between 15 to 25 percent of GDP, 
subject to any significant shocks 

Operating balance 

Our intention is to deliver operating 
surpluses (before gains and losses) to 
ensure net debt falls to 20 per cent of GDP 
within five years of taking office. 

Operating balance 

The Government will deliver a sustainable operating surplus 
across an economic cycle. 

Operating expenses 

Our intention is to ensure expenses are 
consistent with the operating balance 
objective. 

 

Expenses 

The Government will maintain its expenditure to within the recent 
historical range of spending as a ratio of GDP. 

The Government will take a prudent approach to ensure 
expenditure is phased, controlled and directed to maximise its 
benefits, in particular prioritising investments to address the long-
term financial and sustainability challenges facing New Zealand. 

Operating revenues 

Our intention is to ensure sufficient revenue 
to meet the operating balance objective. 

 

Revenues 

The Government will ensure a progressive taxation system that 
is fair, balanced, and promotes the long-term sustainability and 
productivity of the economy. 
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Net worth 

Our intention is to increase net worth 
consistent with the operating balance 
objective.  

Net worth  

The Government will strengthen net worth consistent with the 
debt and operating balance objectives 

 
 
 
 
 
Anna Hamer-Adams, Analyst, Macroeconomic and Fiscal Policy
Renee Philip, Manager, Macroeconomic and Fiscal Policy
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