
 

1 The Terrace 
PO Box 3724  
Wellington 6140 
New Zealand  

tel.  +64-4-472-2733 
 
https://treasury.govt.nz 

Reference: 20190409 
 
 
08 August 2019 
 
 

 
Thank you for your Official Information Act request, received on 18 June 2019.  You 
requested the following: 
 

I'd like to make an OIA request for all Treasury work and correspondence 
this year, including advice and reports, regarding unconventional or non-
standard monetary policy in New Zealand. 
 

On 4 July 2019, you agreed to narrow your request to: 
 

All Treasury papers, advice, reports - and Treasury correspondence with 
the minister's office and the RBNZ - regarding unconventional or non-
standard monetary policy in New Zealand this year. 

 
On 8 July 2019, we extended your request by an additional 20 days to allow for the 
required consultations. 
 
Information Being Released 

Please find enclosed the following documents: 
 

Item Date Document Description Decision 

1.  31 January 2019 TR on monetary fiscal co-ordination Release in part 

2.  2 April 2019 RE: Monetary fiscal co-ordination Release in part 

3.  20 May 2019 RE: Monetary fiscal co-ordination Release in part 

4.  June 2019 Policy Response to an Economic Downturn Release in part 

 
I have decided to release the documents listed above, subject to information being 
withheld under the following sections of the Official Information Act, as applicable: 
• personal contact details of officials, under section 9(2)(a) – to protect the 

privacy of natural persons, including that of deceased natural persons, 
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• confidential information, under section 9(2)(d) – to avoid prejudice to the 
substantial economic interests of New Zealand, 

• advice still under consideration, section 9(2)(f)(iv) – to maintain the current 
constitutional conventions protecting the confidentiality of advice tendered 
by Ministers and officials, 

• names and contact details of junior officials and certain sensitive advice, 
under section 9(2)(g)(i) – to maintain the effective conduct of public affairs 
through the free and frank expression of opinions, and 

• direct dial phone numbers of officials, under section 9(2)(k) – to prevent the 
disclosure of information for improper gain or improper advantage. 

 
Direct dial phone numbers of officials have been redacted under section 9(2)(k) in 
order to reduce the possibility of staff being exposed to phishing and other scams.  This 
is because information released under the OIA may end up in the public domain, for 
example, on websites including the Treasury’s website. 
 
Please note that some information has been redacted because it is not covered by the 
scope of your request.  This is because the documents include matters outside your 
specific request. 
 
Information publicly available  

The information listed in the table below is also covered by your request and available 
on the Treasury website.  Accordingly, I am declining the request for this information 
under section 18(d) of the Official Information Act: 
 

• the information requested is publicly available. 
 
Item Date Document Description Website Address 

5. 31 January 2019 Treasury Report: Scenario planning: 
maintaining living standards through 
an economic downturn 

https://treasury.govt.nz/sites/defau
lt/files/2019-07/oia-20190143-
1.pdf 

6. June 2019 Consultation Document 2B, Phase of 
the Reserve Bank Act Review 

https://treasury.govt.nz/sites/defau
lt/files/2019-06/rbnz-safeguarding-
future-financial-system-2b.pdf 

 
Information to be Withheld 

There are additional documents covered by your request that I have decided to withhold 
in full under the following sections of the Official Information Act: 
• confidential information, under section 9(2)(d) – to avoid prejudice to the 

substantial economic interests of New Zealand, and 
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• names and contact details of junior officials and certain sensitive advice, 
under section 9(2)(g)(i) – to maintain the effective conduct of public affairs 
through the free and frank expression of opinions. 

 
In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  
 
Please note that this letter (with your personal details removed) and enclosed 
documents may be published on the Treasury website. 
 
Finally, you will be aware that some of the documents you requested concern planning 
for an economic downturn. I would like to emphasise that the Treasury preparing 
advice on an economic downturn does not reflect any view that such a downturn is 
imminent, or that the risks of one have increased. Preparing analysis to support 
countercyclical policy advice is a core part of the Treasury’s economic stewardship 
role, and forms part of the Treasury’s advice and work programme regardless of our 
view of the economic outlook.  
 
This reply addresses the information you requested.  You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
Yours sincerely 
 
 
 
 
 
Renee Philip 
Manager, Macroeconomic and Fiscal Policy 
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From: Angus Hawkins [TSY]
Sent: Thursday, 31 January 2019 9:48 AM
To: Rebecca Williams
Cc: Renee Philip [TSY]
Subject: TR on monetary fiscal co-ordination
Attachments: 4029030_Treasury Report_ Maintaining Living Standards through an Economic 

Downturn.DOC

[IN-CONFIDENCE] 
 
Rebecca, 
 
Hope you’re well – thought I’d give you a heads up on the attached we’re putting up to the minister this week on 
the recession response/monetary fiscal coordination work. 
 
It’s very high level, largely following the presentation I gave before Christmas, as a way of altering the minister to 
that fact we’re doing this. All of the content on monetary policy is just taken directly from your bulletin article, so 
hopefully nothing problematic. 
 
I imagine you’re quite busy with forecast week right now, but it would be good to catch up on this when things are 
quieter at your end, in particular to talk through some of the questions about co-ordination mechanisms and 
processes. I’ll get in touch after the MPS to sort out a time.  
 
Thanks, 
 
Angus 
 
Angus Hawkins | Senior Analyst - Macroeconomic & Fiscal Policy | The Treasury 

| angus.hawkins@treasury.govt.nz 
 

Deleted - Not Relevant to Request

s9(2)(k)
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From: Omar Aziz <Omar.Aziz@rbnz.govt.nz>
Sent: Tuesday, 2 April 2019 1:45 PM
To: Angus Hawkins [TSY]
Subject: RE: Monetary fiscal co-ordination

Follow Up Flag: Follow up
Flag Status: Completed

Hello Angus, 
 
Thanks for writing – I’ve heard great things about your work on fiscal/monetary and look forward to working 
together in the coming months. 
 
Thanks also for sending through the intermediate outputs. Coffee sounds like a great idea – how does Friday 
afternoon, 2:30 – 3 pm sound? I am away for a week or so starting middle of next week, but would be glad to catch 
up prior to that if possible. 
 
All the best, 
 
Omar 
 
Omar A. Aziz 
Economic Advisor | Reserve Bank of New Zealand | Te Pūtea Matua 
2 The Terrace, Wellington 6011 | P O Box 2498, Wellington 6140 
D. 
Email: Omar.Aziz@rbnz.govt.nz  | www.rbnz.govt.nz 
 

     
 
From: Angus Hawkins <Angus.Hawkins@treasury.govt.nz>  
Sent: Monday, 1 April 2019 6:31 PM 
To: Omar Aziz <Omar.Aziz@rbnz.govt.nz> 
Subject: Monetary fiscal co-ordination 
 
[IN-CONFIDENCE] 
 
Hello Omar, 
 
I don’t believe we’ve met – I work in the macro team in the Treasury.  
 
You may be aware via Rebecca, but I’m (in between other bits of work) leading our work on monetary and fiscal 
policy co-ordination with a particular focus around crisis response. I’ve attached a few intermediate outputs which 
you may have seen already. 
 
I gather we’re going to be having a get together between our teams next week, but it would be good to meet 
separately outside that about how we can work jointly on this. We’re just getting to the point of trying to pull the 
various pieces of work into a final product (and identifying work for the next stage), so it would be particularly useful 
to get your view on what that final product should look like, and views on the next stage of work. 
 
Happy to come over to No 2 whenever suits, or grab a coffee somewhere on the terrace – just let me know what 
you’d prefer.  
 

Deleted - Not Relevant to Request

s9(2)(k)

s

 

 

 

20190409 Doc 2
Page 2 of 10



2

Thanks, 
 
Angus 
 

 
 
Angus Hawkins | Senior Analyst – Macroeconomic & Fiscal Policy | Te Tai Ōhanga – The Treasury 

| Email/IM: angus.hawkins@treasury.govt.nz  
Visit us online at https://treasury.govt.nz/ and follow us on Twitter, LinkedIn and Instagram 
 

CONFIDENTIALITY NOTICE 

 
The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you 
are not an intended addressee: 
a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733); 
b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.  

 
****************************************************************************** 

"This message (and any files transmitted with it) are confidential and 
may be legally privileged. If you are not the intended recipient please 
notify the sender immediately and delete this message from your system. 

 
This message does not necessarily reflect the views of the 
Reserve Bank of New Zealand. If the recipient has any concerns about 
the content of this message they should seek alternative confirmation 
from the Reserve Bank of New Zealand." 

****************************************************************************** 

  

s9(2)(k)
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From: Rebecca Williams <Rebecca.Williams@rbnz.govt.nz>
Sent: Monday, 20 May 2019 12:48 PM
To: Angus Hawkins [TSY]
Cc: Omar Aziz
Subject: RE: Monetary fiscal co-ordination

Hi Angus, 
 
I’ve just spoken with Yuong and he is keen to be a discussant on this paper. Can you please ensure that he is sent an 
invitation? Omar and I will attend also, and I’ll circulate it more widely once I have the invite. 
 
Thanks, 
Rebecca 
 
From: Angus Hawkins <Angus.Hawkins@treasury.govt.nz>  
Sent: Friday, 17 May 2019 12:04 PM 
To: Rebecca Williams <Rebecca.Williams@rbnz.govt.nz> 
Subject: RE: Monetary fiscal co-ordination 
 
That would be fantastic if he could join – it’s on 11 June at 2pm. The invite should be going out to Treasury later 
today or Monday – I’ll forward on once it’s out (with the papers). Very happy for you to circulate as widely as you 
like in the Bank. 
 
Though of course you or Omar would still be brilliant discussants if he can’t make it!  
 
Thanks, 
 
Angus 
 
Angus Hawkins | Senior Analyst – Macroeconomic & Fiscal Policy | Te Tai Ōhanga – The Treasury 

 
From: Rebecca Williams <Rebecca.Williams@rbnz.govt.nz>  
Sent: Friday, 17 May 2019 12:00 PM 
To: Angus Hawkins [TSY] <Angus.Hawkins@treasury.govt.nz> 
Subject: RE: Monetary fiscal co-ordination 
 
Hi Angus,  
 
Do you have a time and date for the Treasury forum in June finalised yet? 
 
We’ve been wondering whether it might be good for Yuong to be the Bank’s discussant as our new chief 
economist? Depending on the time of the forum I’m pretty sure he would be keen (at least Omar and I 
would attend also). 
 
Thanks, 
Rebecca  
 
 
Sent with BlackBerry Work 
(www.blackberry.com) 

Deleted - Not Relevant to Request

s9(2)(k)
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From: Angus Hawkins <Angus.Hawkins@treasury.govt.nz> 
Date: Monday, 29 Apr 2019, 2:54 PM 
To: Rebecca Williams <Rebecca.Williams@rbnz.govt.nz> 
Subject: RE: Monetary fiscal co-ordination 
 
Rebecca, 
  
Hope you’re well too – one further question for you on this. I was wondering if you’d be willing to be a discussant on 
this topic at the Treasury forum in June? 
  
The format is that we’ll present an overview of this work for 30 mins or so, then have two discussants who’ll each 
speak for 5 or so minutes and offer some challenge/critique before we open it up to discussion from the floor. 
  
Given the nature of this, I thought it would be good to have an RBNZer speak, and you’d be ideally placed. Hopefully 
won’t require any more prep than reading the final paper and preparing a few remarks.  
  
Let me know you’d be able to do that – though of course, entirely understand if it won’t be possible, as appreciate 
you’re very busy!  
  
Thanks, 
  
Angus 
  
Angus Hawkins | Senior Analyst – Macroeconomic & Fiscal Policy | Te Tai Ōhanga – The Treasury 

  
From: Angus Hawkins [TSY]  
Sent: Monday, 29 April 2019 2:41 PM 
To: 'Omar Aziz' <Omar.Aziz@rbnz.govt.nz> 
Cc: Rebecca Williams <Rebecca.Williams@rbnz.govt.nz>; Ken Tsang [TSY] <Ken.Tsang@treasury.govt.nz>; Renee 
Philip [TSY] <renee.philip@treasury.govt.nz> 
Subject: Monetary fiscal co-ordination 
  
[IN-CONFIDENCE] 
  
Afternoon Omar, 
  
Hope you’re well and enjoyed your trip to the States. As discussed a few weeks ago, attached is the current ‘crisis 
response document’, where I’ve tried to pull together various pieces of the Treasury’s thinking on how we’d respond 
to an economic downturn. 
  
It’s still a work in progress – so not final advice, subject to comments across the building, and definitely not ‘the 
Treasury view’. So please treat as such, and don’t circulate too widely at this stage. 
  
It’s fairly long, but the two sections that will probably be most interesting from an RBNZ perspective are: 
  

•       Risks and vulnerabilities (pp11 – 17) - Ken (cc’ed) is leading on this section. We’re looking at developing this 
further, and as discussed, identifying ‘trigger points’ for policy options - so keen on your thoughts about 
that. 

•       Monetary policy options, overall policy mix, and co-ordination mechanisms (pp42 – 49) – the concluding 
judgements in particular are very much a straw man, so keen for some challenge on these. 

  
In terms of timeline, the aim is to present this at a Treasury forum scheduled for 11 June, at which RBNZ staff will be 
very welcome – I’ll forward on the invite when it goes out.  We’ll use that to solicit comments, and land a Treasury 
view on the topic. Until them, we’ll be revising with comments/views from a few select teams here, and working up 

s9(2)(k)

 

 

 

20190409 Doc 3
Page 5 of 10



3

an exec summary and possibly some other products that make the 50+ pages a bit more digestible, with a view to 
circulating a final draft of the paper a few weeks before the forum. 
  
After that, there are a number of areas for further work we’ve picked out (pp49 – 52), which we’ll start taking 
forward from June onwards.  It would also be good to get your view on those, and where we might want to take 
things forward jointly. 
  
Appreciate that’s all rather a lot! Can I suggest, as a next step, we put some time the diary for late next week to talk 
through, after you’ve had a chance to read the relevant parts of the doc?  
  
Of course, happy to have a discussion little later if that will be challenging with the MPS next week. Let me know 
what suits. 
  
Thanks, 
  
Angus 
  

 
  
Angus Hawkins | Senior Analyst – Macroeconomic & Fiscal Policy | Te Tai Ōhanga – The Treasury 

| Email/IM: angus.hawkins@treasury.govt.nz  
Visit us online at https://treasury.govt.nz/ and follow us on Twitter, LinkedIn and Instagram 
  

CONFIDENTIALITY NOTICE 

 
The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you 
are not an intended addressee: 
a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733); 
b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.  

 
****************************************************************************** 

"This message (and any files transmitted with it) are confidential and 
may be legally privileged. If you are not the intended recipient please 
notify the sender immediately and delete this message from your system. 

 
This message does not necessarily reflect the views of the 
Reserve Bank of New Zealand. If the recipient has any concerns about 
the content of this message they should seek alternative confirmation 
from the Reserve Bank of New Zealand." 

****************************************************************************** 

  

s9(2)(k)
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IN CONFIDENCE 

Treasury:4020238v2  

How could monetary policy be used to respond to a shock? 

The RBNZ have published a high level indication of the policies that could be implemented in 
the event of economic circumstances that force the OCR close to zero. The analysis below 
draws primarily on the work of the RBNZ, though the conclusions are the views of the 
Treasury, not the RBNZ. 

Asset purchases 

Large scale asset purchases, also referred to as quantitative easing, involves the purchase 
of either government or corporate debt by the central bank issuing reserves, or ‘printing 
money’. This reduces long run interest rates through two principal channels; firstly, by 
signalling the central bank’s intention to keep rates low for a long period. Secondly, by 
reducing the supply of the asset purchased, it encourages investors to rebalance towards 
assets which are riskier or with higher yields. 

This policy has been implemented in several developed economies; in most cases by 
purchase of long term government bonds, and, in the case of the US, by the purchase of 
long term corporate bonds. Evidence to date suggests these policies have largely been 
effective at their objective of lowering long term interest rates, therefore stimulating 
economic activity. 

However, while these approaches have been effective internationally, there are several risks 
transplanting these policies wholesale to New Zealand: 

• The New Zealand government debt market is small; large scale purchase of 
government bonds may limit liquidity in the market, especially if fiscal policy remains 
constrained. 
 

• A relatively high proportion (c. 60%) of New Zealand government bonds are held 
overseas, compared to 20 – 25% for US and UK government bonds. Reducing the 
yields for New Zealand government bonds may principally cause investors to 
purchase other assets outside New Zealand. This suggests that compared to the 
international experience, a large element of the impact will be through a depreciation 
in the exchange rate, rather than increased investment in other domestic assets.   
 

• Asset purchases imply a substantial expansion of the RBNZ’s balance sheet; in most 
cases asset purchases have required a two to five fold expansion in assets held by 
the central bank. This has fiscal risks, and would expose the crown to covering any 
losses in the balance sheet. Under the current legislation, the RBNZ is not obliged to 
consult the Minister of Finance before expanding its balance sheet in this way. 

Asset purchases have broader impacts on financial stability (which the RBNZ must consider 
in setting policy) and the distribution of wealth in the economy (which it does not). Research 
on these questions are in their infancy, although the risks they present may give preference 
to alternative policy options. These are discussed in more detail below. 
s9(2)(g)(i), s9(f)(iv) and 9(2)(d)
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IN CONFIDENCE 

Treasury:4020238v2  

Negative rates 

An OCR below zero (i.e. charging banks to hold deposits with the RBNZ) has historically 
been seen as impossible. However, since the GFC, a negative rate has been introduced by 
six central banks, including in several small open economies such as Denmark, Sweden, 
Switzerland and Hungary. Negative policy rates work through the same channel as 
conventional monetary policy by reducing retail interest rates, but face some additional risks.  

How far below zero the policy rate can go will ultimately be constrained by the existence of 
physical cash. As holding cash has an interest rate of zero, it will eventually be preferred to 
placing funds in an account with negative interest rates, if negative rates are expected to be 
sustained. 

The international experience of negative interest rates suggests that while banks remain 
willing to deposit funds at the central bank when the policy rate is negative, they are 
reluctant to let retail corporate or household interest rates turn negative. If retail rates were to 
fall below zero, it is likely households and businesses would prefer to hold physical currency, 
increasing the demand for cash and limiting the efficacy of monetary policy. Assuming the 
spread between the OCR and other rates remains constant, this suggests the limit of the 
OCR, before corporate bond rates reach zero, is between -0.2% and -0.35%. This would still 
imply most market participants facing positive rates.  

This suggests that while the OCR can be reduced below zero, this option alone will not 
address the issue addressed above. Assuming the OCR is at the current level of 1.5% at the 
point of the next downturn, the scope to reduce interest rates below zero will allow, at most, 
only a 2.1 percentage point reduction, compared to the 5.5 point percentage point reduction 
during the GFC. 

Targeted term lending 

A recession associated with a financial crisis may reduce the extent to which a lower OCR is 
passed on by banks to consumer and business lending, if bank lending becomes 
constrained. Targeted term lending could mitigate this by extending loans to banks at 
concessional rates, conditional on how much those banks lend to the real economy. Similar 
schemes have been implemented in the UK, Eurozone and Japan, with the interest paid on 
the loans by banks falling as their lending to the real economy increases. 

The evidence on the effectiveness of targeted term lending is weaker than that for asset 
purchases. However, it has been welcomed by financial markets as effective way to relieve 
pressure on banks and encourage lending; it has particularly helped support bank 
profitability where this has been reduced by negative interest rates and tighter financial 
conditions. 

s9(2)(g)(i), s9(f)(iv) and 9(2)(d)
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IN CONFIDENCE 

Treasury:4020238v2  

Term lending is not without risk. It would involve the RBNZ extending loans to banks, which 
in turn creates a risk for the Bank’s balance sheet. While the Bank would likely require 
collateral from Banks, there remains an increased balance sheet risk. 

Pages 50 - 51 are redacted under s9(2)(g)(i), s9(f)(iv) and 9(2)(d)

Pages 52 - 58 are outside the scope of this request

s9(2)(g)(i), s9(f)(iv) and 9(2)(d)
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