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Wellington 6140 
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Reference: 20190416 
 
 
19 September 2019 
 
 

 
Dear 
 
Thank you for your Official Information Act request, received on 20 June 2019.  You 
requested the following: 
 

I request a copy of all information Treasury officials used to prepare for, or taken 
with them to, the Finance and Expenditure Select Committee on 19 June 2019. 
 

On 16 July 2019, we extended this request due to the large number of consultations 
required to make a decision on the release of the documents. 
 
Information being released 

The bulk of the information in scope is the set of FEC briefings, which was released to 
you under your similar request to the Minister of Finance.  Since this has already been 
released to you, we have not duplicated the information in this release.  
 
Please find enclosed the following documents also in scope: 
 
Item Date Document Description Proposed Action 

1.  11 June 2019 RE: FEC Briefings - Due ASAP Release in part 

2.  13 June 2019 FW: FEC briefing follow ups Release in part 

3.  14 June 2019 FW: Borrowing Release in part 

4.  17 June 2019 RE: Further FEC Requests Release in part 

5.  17 June 2019 RE: Supporting information for FEC Hearing by 
COP Today 

Release in part 

6.  17 June 2019 International migration Release in full 

7.  12 June 2019 Wellbeing Analysis and CBAx in Budget 2019  Release in part 

8.  12 June 2019 Fiscal impulse Release in full 

9.  12 June 2019 Youth unemployment and NEET rates Release in full 

10.  18 June 2019 Steps taken to ensure security Release in part 
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11.  18 June 2019 Recent central bank decisions Release in part 

12.  17 June 2019 RE: Further FEC Requests Release in part 

13.  17 June 2019 RE: Further FEC Requests Release in part 

 
I have decided to release the documents listed above, subject to information being 
withheld under one or more of the following sections of the Official Information Act, as 
applicable: 
 
• under section 6(c) – to protect the maintenance of the law, including the 

prevention, investigation, and detection of offences, and the right to a fair trial 

• personal contact details of officials, under section 9(2)(a) – to protect the privacy 
of natural persons, including that of deceased natural persons, 

• under section 9(2)(f)(iv) – to maintain the constitutional conventions for the time 
being which protect the confidentiality of advice tendered by Ministers of the 
Crown and officials. 

• under section 9(2)(g)(i) – to maintain the effective conduct of public affairs 
through the free and frank expression of opinions. 

• under section 9(2)(j) – to enable a Minister of the Crown or any department or 
organisation holding the information to carry on, without prejudice or 
disadvantage, negotiations (including commercial and industrial negotiations). 

 
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 Treasury’s website. 
 
Information publicly available 

The following information is also covered by your request and is publicly available on 
the websites listed in the table: 
 
Item Date Document Description Website Address 

1.  6 June 2019   Crown accounts show careful 
fiscal management 

https://www.beehive.govt.nz/release/crow
n-accounts-show-careful-fiscal-
management  

2.  20 June 2019 Final Vote Finance June 2019 
Supplementary Estimates 
questionnaire 

https://www.parliament.nz/en/pb/sc/submi
ssions-and-
advice/document/52SCFE_EVI_88186_F
E20560/minister-of-finance-vote-finance-
supplementary-estimates 

3.  30 May 2019 Budget Economic and Fiscal 
Update  

https://treasury.govt.nz/publications/efu/bu
dget-economic-and-fiscal-update-2019 
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4.  20 June 2019 Standard Estimates 
Questionnaire (Vote Finance) 

https://www.parliament.nz/en/pb/sc/submi
ssions-and-
advice/document/52SCFE_EVI_88186_F
E20408/standard-estimates-
questionnaire-vote-finance 

5.  30 May 2019 The Wellbeing Budget https://treasury.govt.nz/publications/wellb
eing-budget/wellbeing-budget-2019 

6.  28 May 2019 Further Statement from Gabriel 
Makhlouf 

https://treasury.govt.nz/news-and-
events/news/further-statement-gabriel-
makhlouf  

7.  30 May 2019 Inquiry into unauthorised access 
to Budget Material 

http://www.ssc.govt.nz/resources/inquiry-
unauthorised-access-budget-material/  

8.  4 June 2019 Investigation into statements 
made and actions taken by the 
Secretary to the Treasury 

http://www.ssc.govt.nz/resources/investig
ation-statements-made-and-actions-
taken-secretary-treasury/  

9.  11 June 2019 Murray Jack to investigate how 
Budget-sensitive material was 
accessed 

http://www.ssc.govt.nz/resources/murray-
jack-investigate-how-budget-sensitive-
material-was-accessed/  

10.  11 June 2019 Terms of Reference – Inquiry 
into the Treasury’s Budget 
related Information Security 
Systems 

http://www.ssc.govt.nz/assets/Legacy/res
ources/Terms-of-reference-Treasury-
Inquiry.pdf 

 
Accordingly, I have refused your request for the documents listed in the above table 
under section 18(d) of the Official Information Act – the information requested is 
publicly available. 
 
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. 
 
This reply addresses the information you requested.  You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
Yours sincerely 
 
 
 
 
 
 
David Bowden 
Chief of Staff 
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From: Clara Rowe [TSY]
Sent: Tuesday, 11 June 2019 8:30 AM
To: Evealyn Whittington [TSY]; Caitlin Daugherty-Kelly [TSY]
Cc: Jordan Ward [TSY]; Mark Vink [TSY]
Subject: RE: FEC Briefings - Due ASAP

Hi Evealyn, 
 
Find bullets on Fiscal Drag below. Let me know if you’d like it in a doc format.  
 
Fiscal drag 

• Fiscal drag is where inflation and wage growth increases people’s incomes. This moves more income into 
higher tax brackets and leads to higher average tax rates.  

• The Tax Working Group considered fiscal drag in their interim report. The Group outlined that it believed 
fiscal drag is best dealt with through a periodic review of the rates and thresholds of income tax to ensure 
they remain appropriate rather than through indexation. 

• The Treasury’s view on fiscal drag is to advise the governments to keep income tax settings under review, 
including a consideration of the effects of fiscal drag. There are a range of ways to address fiscal drag: 
automatic indexation is one approach; another approach is the periodic review of personal tax settings. 

 
Cheers, 
Clara.  

 
 
Clara Rowe (she/her) | Tax Strategy| Te Tai Ōhanga – The Treasury 

| | Clara.Rowe@treasury.govt.nz 
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From: Diana Cook [TSY] <Diana.Cook@treasury.govt.nz>  
Sent: Wednesday, 12 June 2019 17:34 
To: Stacey Wymer [TSY] <Stacey.Wymer@treasury.govt.nz> 
Cc: Sonette Van Zyl [TSY] <Sonette.VanZyl@treasury.govt.nz>; Tim Ng [TSY] <tim.ng@treasury.govt.nz> 
Subject: RE: FEC briefing follow ups 
 
Hi Stacey 
 
Does this look ok as answer to the question Bryan posed below: 
 
There has been external feedback that the LSF does not adequately capture the role of entrepreneurship and 
innovation in promoting wellbeing.  
We see entrepreneurship and innovation as key drivers of productivity and economic performance, which 
contribute to a number of the well-being domains, rather than directly impacting on well-being.  However, a case 
can be made that, under a capabilities framework that aims to reflect what enables New Zealanders to live the lives 
they want to lead, that entrepreneurship and innovation should be represented. 
Entrepreneurship can also be seen as an expression of freedom to start a business.  Freedoms and rights also cut 
across a number of domains (such as civic and governance, cultural identity) and capitals (social and human capital), 
raising the question of where to place such indicators and measures.  

s9(2)(k) s9(2)(a)
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These issues generally require further conceptual work to being understand how they should be represented in the 
LSF and what kinds of measures would be most suitable for inclusion in the Dashboard. 
 
Tim – thanks for the text you provided from the Background and Future Work report.  I have adapted it a bit as was 
not directly answering Bryan’s question.  Please let me know if this looks ok. 
 
Thanks 
Diana 

s9(2)(k) s9(2)(a)
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From: Kamlesh Patel [TSY] <Kamlesh.Patel@treasury.govt.nz>  
Sent: Friday, 14 June 2019 9:42 AM 
To: Paul Helm [TSY] <Paul.Helm@treasury.govt.nz> 
Subject: Borrowing  
 
[IN-CONFIDENCE] 
 
Hi Paul,   
 
The box on borrowings in the 2018 FSG was on page 18.  The 2019 BEFU has a discussion on total Crown borrowings 
on page 42. 
 
FYI – below is the data underpinning the graph on page 42 in the fiscal chapter .   
 
Figure 2.15 - Borrowings by segment     

        

Source:  The Treasury       

 $billions 
Year ending 30 June Core Government Crown entity SOE 

2009 44.42 1.49 16.04 
2010 50.01 1.28 18.45 
2011 67.75 1.18 21.33 
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2012 75.64 1.05 23.80 
2013 75.73 0.96 23.47 
2014 77.55 0.96 25.06 
2015 84.03 1.22 27.38 
2016 84.05 0.97 28.94 
2017 81.40 1.37 29.03 
2018 83.43 2.49 29.73 
2019 76.92 3.68 31.53 
2020 80.26 5.12 32.81 
2021 81.63 5.93 33.72 
2022 89.67 6.82 34.90 
2023 85.52 8.41 36.73 

   
   

Thanks 
Kam 
 
 
Kamlesh Patel | Team Leader, Fiscal Reporting | Te Tai Ōhanga – The Treasury 

| Email: Kamlesh.Patel@Treasury.govt.nz 
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From: Tom Fraser [TSY]
Sent: Monday, 17 June 2019 2:11 PM
To: Evealyn Whittington [TSY]
Cc: Corwin Wallens [TSY]; Peter Mawson [TSY]
Subject: RE: Further FEC Requests
Attachments: House price index.xlsx

Hi Evealyn, 
 
Attached is a spreadsheet with our house price forecast, which includes total growth of 18.3% over the 5 year 
forecast horizon (2019Q2 – 2023Q2).  
 
We had a journalist enquire about the 20% number last Friday. I assume the number was lazy addition from the 
BEFU document as Struan suggested. We informed them of the correct figure (18.3%) which is mentioned in the 
following article: https://www.stuff.co.nz/business/property/113453987/house-prices-nationwide-are-tipped-to-
soar-by-20-per-cent-over-the-next-four-years 
 
Cheers, 
Tom 
 

 
Tom Fraser (him/he) |Forecasting | The Treasury - Te Tai Ōhanga | 

 
 Please consider the environment before printing this e-mail                                               
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.  
 
From: Corwin Wallens [TSY] <Corwin.Wallens@treasury.govt.nz>  
Sent: Monday, 17 June 2019 10:10 AM 
To: Tom Fraser [TSY] <Tom.Fraser@treasury.govt.nz> 
Cc: Evealyn Whittington [TSY] <Evealyn.Whittington@treasury.govt.nz> 
Subject: FW: Further FEC Requests 
Importance: High 
 
Hi Tom 
 
Struan is wanting the context on the house price forecast for FEC. Are you ok to check and provide a short 
explanation for 4pm? 
 
I’m assuming it’s the forecast released with Budget 
 

Year ending June 2018 2019 2020 2021 2022 2023

Annual average % Actual Forecast Forecast Forecast Forecast Forecast
House prices 
(annual % 
change)

3.6 2.9 3.8 4.2 4.3 4.8
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From: Tom Fraser [TSY]
Sent: Monday, 17 June 2019 4:52 PM
To: Caitlin Daugherty-Kelly [TSY]
Cc: Roseanne Grant [TSY]; Peter Mawson [TSY]; Peter Gardiner [TSY]; Harrison Steiner-

Fox [TSY]; Evealyn Whittington [TSY]
Subject: RE: Supporting information for FEC Hearing by COP Today 
Attachments: mei-may19.pdf; Weekly Economic Update - 31 May 2019.pdf; Weekly Economic 

Update - 14 June 2019.pdf; GDP preview March 2019 quarter.pdf

Hi Caitlin,  
 
Here is a response to your two queries. Let me know if you have any questions.  
 
I have attached two weekly economic updates (covering data since BEFU was published), the April MEI which discuss 
domestic and international data and our GDP preview (March quarter GDP is released this Thursday 20 June). I have 
provided a short summary of some key events below. 
 
Cheers, 
Tom 
 

1) The Treasury’s response to claims that NZ’s economy is slowing down further: 
 

• Our pick for March quarter GDP is 0.6% (and this was our BEFU pick). It is in line with market expectations. 
This will see annual growth below 2.5% and annual average growth of 2.6%. 

 
• We expect/forecast annual growth to slow further to 2.1% by June 2019 (2.4% on an annual average basis). 

However we expect growth to pick up later in the year, and reach a peak of 3.2% (3.0% on an annual 
average basis) in the June quarter 2020.  
 

• The pick-up is supported by migration-led population growth, government spending, stronger investment, 
accommodative monetary policy and solid (although slower than recent years) growth abroad.  
 

 
2) A mix of the positive and negative, and foreign and domestic, economic indicators 

discussed in the news, since publication of BEFU: 
 
Domestic indicators 
 

• Partial GDP indicators pointed to 0.6% March quarter GDP growth lead by a surge in construction activity by 
offset by declines in agriculture (refer to our March quarter GDP preview for more). 

• Building consents fell in April, however this is likely to reflect monthly volatility and building consents 
remain at record highs.  

• Business confidence picked up in May but remains subdued.  
• Terms of Trade rose 1.0% in the Mach quarter and remains near record highs.  
• Commodity prices remain strong and rose 2.5% in April according to the ANZ index 
• Electronic cards fell 0.5% in May, following a 0.6% rise in April. Electronic card spending is not a reliable 

indicator of private consumption.  
• Migration Annual net migration rose to a provisional 55,834 in the year ended April 2019 from 50,163 in 

April 2018, continuing a trend of rising annual net migration growth this year. However, the latest migration 
data are subject to large revisions, and we remain cautious when interpreting these figures. 
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• House prices: National REINZ house prices rose 1.8% in May, from 1.4% in April. Auckland price growth is 
subdued while the rest of the country remains strong.  

 
 
International indicators 
 

• Trade tensions continue to seesaw between the US and China. The US postponed tariffs of 5.0% on Mexican 
imports indefinitely, following an agreement with the Mexican government to curb migration. President 
Trump’s proposal of 25% tariffs on remaining Chinese imports (worth roughly US$325 billion) may still go 
ahead if a deal is not reached between the two nations.  

• Soft US data: Economic data in the US was soft in May: employment growth slowed, wage growth eased 
and inflation showed no sign of a pick-up 

• Industrial production: In the euro area, April industrial production fell 0.5%, from 0.4% in March, driven by a 
2.3% decline in Germany. April GDP in the UK fell 0.4%, following a 0.1% fall in March, driven by weaker 
industrial production. 

• Australian GDP growth for 2019Q1 remained weak at 0.4% (1.8% y/y, from 2.4% y/y in 2018Q4). The 
outturn was driven by a weak household sector.  

• Australian labour market remains strong. Australian employment rose by 42,300 in May, following a 43,100 
gain in April. Unemployment was steady at 5.2%. 

• Australian business sentiment weakened in May. Business conditions fell to a 5-year low of 0.6 pts in May, 
from 3.3 pts in April. Employment intentions remain near multi-year lows, suggesting slow job growth 
ahead.  

• Expectations of interest rate cuts: Amid increasing trade tensions and subdued inflationary pressure, 
expectations of more accommodative monetary policy have been growing. By the end of 2019, markets 
expect two cuts from the RBA and the Federal Reserve, and monetary policy expectations are negative in 
Canada, the Eurozone and the UK. 
 

 
 
 

 
Tom Fraser (him/he) |Forecasting | The Treasury - Te Tai Ōhanga | 

 Please consider the environment before printing this e-mail                                               
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.  
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International migration 
Provisional estimated annual net migration 
was 55,834 in April 2019, up from 50,163 in 
April 2018 (Figure 1). Stats NZ encourages 
users to exercise caution in using recent 
months’ data due to estimation uncertainty 
and size of revisions (Figure 2). Over recent 
releases, the earlier, more certain, estimates 
suggest that annual net migration has 
stabilised around 50,000 over 2018.  

The Treasury’s BEFU forecast assume net 
migration will ease to around 42,000 in June 
2019 (Figure 2). Should migration remain 
around current levels then, all else equal, this would be supportive for economic growth. 

Rising non-New Zealand citizen arrivals continue to be the main driver of rising net migration. New 
Zealand citizen net migrant outflows continue to increase.  

Treasury forecast and assumptions 
The Treasury’s forecasts assume annual net 
migration declines from around 50,000 in June 
2018 to 25,000 in late 2020/21 and remains 
stable thereafter. Net migration is projected to 
add 131,000 people to the population over the 
next four and a half years. 

We assume net migration falls as the gap 
between New Zealand and Australia’s labour 
market conditions closes seeing net outflows 
of New Zealand citizens to Australia increase. 
In addition, relative economic conditions 
between New Zealand and the rest of the 
world and alternative measures of net migrant arrivals (arrival card-based measures) suggest 
declining net migration.  

Consistent with other market forecasters and the Reserve Bank, the Treasury has chosen to put 
more weight on earlier data. Our forecasts used data available from the March international 
migration release (data up to January 2019). The Treasury excluded the seven most recent months 
of data, forecasting from the June 2018 quarter.  

The Reserve Bank and ANZ exclude around nine months of data and assume net migration continues 
to decline. Westpac includes the latest data but also assumes net migration declines from around 
55,000 currently to just over 20,000 by 2023. 

The long-run assumption of 25,000 is consistent with estimates under the discontinued intentions-
based permanent and long-term net migration measure. The long-run assumption sits slightly below 
the long-run average of the new outcomes-based measure (28,000). 

Figure 1: Estimated net migration 

Figure 2: Net migration (revisions and forecast)
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Wellbeing Analysis and CBAx in Budget 2019 
Key points? 

• As part of Budget 2019, all bids submitted were required to provide a ‘Wellbeing Analysis’.  
• This Wellbeing Analysis brought together the domains of the Living Standards Framework with 

some of the traditional elements of cost-benefit analysis. Agencies were required to identify 
the impacts of their initiatives, the wellbeing domains they aligned to, the affected cohorts, 
magnitude of the impacts (providing net present value where possible). They were also asked 
to provide the evidence behind the analysis, and their assessment of the quality of the 
evidence. 

Q and A 

What proportion of Budget 2019 bids had a Wellbeing Analysis? 

All Budget 2019 bids were required to provide a Wellbeing Analysis. Only those that were submitted 
late, with too little time to prepare one, were exempted. A key example of this was the firearms buy-
back initiative. 

How was CBAx used in Budget 2019? 

Because of the considerable overlap with the Wellbeing Analysis in Budget 2019, CBAx was re-
framed to support the Wellbeing Analysis. However, unlike in some previous Budgets, it was not a 
requirement for agencies to submit a CBAx for their initiative. Instead they were encouraged to use 
the tool where it could help them to quantify and monetise their impacts.  

How was the CBAx model improved for Budget 2019? 

In Budget 2019, each of the coded impacts in the CBAx model was assigned to a wellbeing domain 
from the Living Standards Framework. This allowed agencies to explore the scope and possible 
impacts associated with the domains, where they hadn’t used them before. In addition, a number of 
new impacts were added to the model. 

How was Wellbeing Analysis used in Budget 2019 decision-making? 

When Treasury analysts assessed the Budget bids submitted, they focused on four key parameters:  

1. Alignment with the Budget 2019 priorities 
2. Intervention logic, evidence and Wellbeing Analysis 
3. Cost understanding 
4. Collaboration 

On this basis, bids that provided a sound Wellbeing Analysis were then prioritised within the draft 
package that the Minister of Finance took to Cabinet Committees for consultation. This package was 
developed in light of fiscal constraints, Government commitments and emerging events, and 
eventually became the final Budget package.  

s9(2)(g)(i)
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Fiscal impulse 
The increase in allowances announced at Budget 2019 has shifted the fiscal impulse.  At the Half 
Year Update (HYEFU) the fiscal impulse was forecast to be contractionary from 2019/20 onwards.  
Now, the fiscal impulse is forecast to be neutral in 2019/20 and to become gradually more 
contractionary over the forecast period.  This reflects decisions taken through Budget 2019, which 
lead to a less contractionary fiscal impulse on average.  

Government spending is expected to boost aggregate demand in 2019/20 and 2020/21, however 
there is also a rising tax-to-GDP ratio which will affect household incomes and private consumption, 
and dampen the fiscal impulse.  The positive fiscal impulse forecast for 2018/19 reflects strong 
growth in capital and operating spending, including the Families Package.  The neutral impulse in 
2019/20 reflects higher operating spending (consistent with the higher Budget 2019 operating 
allowance) offset by a rising tax-to-GDP ratio.  

For the remainder of the forecast period fiscal policy settings are estimated to have a relatively 
contractionary impact on aggregate demand.  This is driven by rising tax receipts across the 
forecast period and slowing growth in expenses from 2021/22.  A negative fiscal impulse 
indicates that the rate of growth of discretionary fiscal stimulus is less than that of the preceding 
year.  
 

Table 1 – Fiscal Impulse estimates (% of GDP) 

Year ending 30 June 2018 2019 2020 2021 2022 2023 

 Actual/Estimate Forecast Forecast Forecast Forecast Forecast 

BEFU 2019 0.3 1.1 (0.0) (0.2) (0.6) (0.5)

HYEFU 2018 0.1 2.2 (0.9) (0.7) (0.4) (0.5)

Note: The tables and figures in this Aide Memoire present the Treasury’s headline measure of the fiscal impulse – the core Crown plus 
Crown entities excluding EQC and Southern Response payments measure.  

Figure 1 – Fiscal Impulse estimates at BEFU 2019 
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Youth unemployment and NEET rates 
The seasonally-adjusted NEET (not in employment, education or training) rate was 13.2% in the 
March 2019 quarter (Figure 1), the highest level since the December 2016 quarter (13.3%). Stats NZ 
estimated the NEET rate at 14.0% in the December 2018 quarter, however they caution against 
using this estimate due to statistical adjustments they had to make1. Stats NZ suggests focussing on 
the trend rate. The trend rate was 13.9% in March 2019, the highest since December 2009 (14.3%).  

The seasonally-adjusted number of NEETs was 88,000 in March 2019, the highest since December 
2016 (89,000). The trend number of NEETs was 93,000, the highest number since the series began 
(March quarter 2001).  

The unemployed rate for people aged 15-19 and 20-24 was 19.8% and 8.3%, respectively (Figure 2). 
This was the highest level since June 2018 quarter and 2018 March quarter, respectively (this 
excludes the December 2018 quarter, which Stats NZ cautions against using. 

Figure 1: Youth not in employment, education or training (NEET) 

 

Figure 2: Youth unemployment rates (not seasonally-adjusted) 

 

                                                           
1 The December quarter HLFS included an additional Survey of Working Life. This increased the number of 
people not in the labour force (thereby not having to answer the additional survey). 

40

50

60

70

80

90

100

4

6

8

10

12

14

16

2004Q1 2006Q1 2008Q1 2010Q1 2012Q1 2014Q1 2016Q1 2018Q1
Quarterly

NEETs (RHS) NEET rate (seasonally-adjusted) NEET rate (trend)

% working age population (15-24) Thousands

0

5

10

15

20

25

30

1991Q1 1995Q1 1999Q1 2003Q1 2007Q1 2011Q1 2015Q1 2019Q1
Quarterly

Aged 15-19 Years Aged 20-24 Years

% of labour force

 

 

 

20190416 Page 12 of 20



1

From: Tom Fraser [TSY]
Sent: Tuesday, 18 June 2019 2:47 PM
To: Evealyn Whittington [TSY]
Cc: Brendon Riches [TSY]; Peter Mawson [TSY]; Caitlin Daugherty-Kelly [TSY]; Peter 

Gardiner [TSY]
Subject: Recent central bank decisions
Attachments: central bank interest rates19.pdf

[IN-CONFIDENCE] 
 
Hi Evealyn, 
 
Here is some information for Bryan on recent central bank decisions. I have covered the main central banks that we 
keep an eye on. I have also attached a PDF which summarises some of the latest central bank decisions. Please let 
me know if you or Bryan have further questions or would like further detail/more coverage. 
 
The Federal Reserve, The Bank of England and the Bank of Japan all have upcoming meetings this week. None are 
expected to change interest rates.  
 
Thanks, 
Tom 
 
Recent central bank decisions 
 
Summary: After a period of remaining largely on hold, expectations of more accommodative monetary policy have 
been growing. By the end of 2019, markets expect two cuts from the RBA and the Federal Reserve, and monetary 
policy expectations are negative in the Eurozone and the UK. Some emerging market central banks have recently 
begun easing monetary policy. 
 

• Reserve Bank of Australia (RBA): The RBA lowered their cash rate from 1.5% to 1.25% on 4 June 2019. This 
was the first move since rate cuts in 2016. The Bank cited the need to support employment growth and 
provide greater confidence that inflation will be consistent with the medium-term target. The Bank also 
recently downgraded their assumption of the NAIRU suggesting more capacity in the labour market. 
Markets have priced in nearly two rate cuts by the end of 2019. 
 

• US Federal Reserve: The target cash rate range currently sits at 2.25-2.5%. The last rate hike was 25bps in 
December 2018. Earlier this month, the Fed signalled more accommodative forward guidance by stating 
they will ‘act as appropriate to sustain the expansion’ should trade tensions negatively impact the 
economy.  Markets have priced in two rate cuts by the end of 2019 and an approximately 50% chance of a 
third.  
 

• People’s Bank of China (PBoC): The PBoC announced in May that it would implement a reduction of Reserve 
Requirement Ratios (RRRs) for some small and medium-sized banks in three phases. The third phase of the 
RRR cut is scheduled to take effect on July 15. In open market operations, the Bank also injected 150 billion 
yuan via 14-day reverse repos to "keep liquidity level stable at end-June". 

• European Central Bank (ECB): At their June meeting, the ECB extended their forward guidance, suggesting 
that the policy rate would remain on hold at -0.4% “at least through to the first half of 2020” (previously 
through to the end of 2019). Growth and inflation forecasts for 2020 were lowered slightly. Monetary policy 
expectations are negative, but markets expect the policy rate to remain on hold through the rest of 2019. 
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• Bank of Japan (BoJ): The BoJ’s policy rate target has remained at -0.1% since 2016. The Bank is widely 
expected to keep its policy rate on hold at its meeting this week.  

 
• Bank of England (BoE): The BoE’s policy rate is 0.75%. The last rate hike was in August 2018. Monetary 

policy expectations are negative, but markets expect the policy rate to remain on hold through the rest of 
2019. 

 
• Some emerging market central banks have recently begun easing monetary policy (Figure 2). Please refer to 

the attachment for more information. 

 

Figure 1: Selected Central Bank Policy Rates                                                                                   Figure 2: Emerging 
Market Central Banks Starting to ease 
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Source: Haver analytics 

 
Cheers, 
Tom 
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Tom Fraser (him/he) |Forecasting | The Treasury - Te Tai Ōhanga | 
 

 Please consider the environment before printing this e-mail                                               
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.  
 

s9(2)(k)
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From: Phoebe Sparrow [TSY]
Sent: Monday, 17 June 2019 4:45 PM
To: Evealyn Whittington [TSY]
Cc: Jess Hewat [TSY]; Claire Turner [TSY]
Subject: RE: Further FEC Requests

Kia ora Evealyn 
 
Apologies for the delay getting this to you.  It was surprisingly difficult to reverse engineer all the publicly available $ 
figures but I got there in the end. Please let me know if you have any questions. 
 
Education: costs of the proposed teachers’ and principals’ settlement and how this is to be funded. 
 
Publicly available information 

• Press releases cite an increase of $271 million compared to the previous offer. 
o This figure relates to the $1.2 billion over four years (2018/19 to 2021/22) that has been publicly 

cited in relation to previous offers to settle with primary teachers (PTCA), secondary teachers (STCA) 
and primary principals (PPCA). We understand the Minister of Education has presented the $271 
million over the same time period for comparability (due to protracted negotiations, this is now a 
three year period from 2019/20 to 2021/22). 

o Compared to the previous offers to settle these three collectives, the new offer costs $271 million 
more over three years after offsetting a $79.5 million underspend (also over three years) from the 
Investing in Educational Success programme, known as Communities of Learning / Kāhui Ako. This 
programme has unallocated roles, allowances and release time which will now be used to off-set the 
cost of settling the collective agreements. 

o The $271 million net increase is driven by a number of factors, including later expiry dates of 
collective agreements, a one-off injection to achieve pay parity, and the inclusion of the area schools 
teachers’ collective (ASTCA) in addition to settling the other three collectives.  

• The remaining funding increase to settle these collectives is met by re-phasing uncommitted funding due to 
the delay in being able to settle, and an increase of $78.4 million over three years in the overall funding 
available (this is funded from the Budget 2020 operating allowance). 

 
More detail on where these figures come from 

 
How the $271 million was calculated Total 2018/19 to 2021/22 ($m) – note this is not the 

current forecast period, but is used for publicly cited 
figures 

Cost of new offers (PTCA, STCA and PPCA)

Cost of previous offers (PTCA, STCA and PPCA)
(the publicly available figure is $1.2 billion)

Underspends transferred from the Investing in 
Educational Success programme 

(79.500)
This figure is available

Cost of new offer to ASTCA (Area schools)

Additional cost to settle PTCA, STCA, PPCA and 
ASTCA, net of underspends (the publicly available figure is $271 million)

                                                                                                                                                                                                                
How the $78.4 million additional funding was 
calculated 

Total 2018/19 to 2021/22 ($m) – note this is not the 
current forecast period, but is used for publicly cited 
figures 

s9(2)(j)
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Additional cost to settle PTCA, STCA, PPCA and 
ASTCA, net of underspends (the publicly available figure is $271 million)
Additional cost to settle with Secondary 
Principals (SPCA), Area School Principals (ASPCA) 
and Kindergarten teachers (KTCA)  
Total additional costs to settle all seven 
collectives, net of underspends 

Funded by: 
Savings from re-phasing funding due to 
delay in agreeing settlements 

 
Budget 2020 operating allowance - 
Increase in the overall funding available 
for settlements 

78.442
(the publicly available figure is $78.4 million)

 
 
Background information only 

• There are seven collective agreements for teachers and principals that are now all either under negotiation 
or shortly will be.  Following protracted negotiations, an offer was made in the week beginning 10 June 2019 
to settle all seven collectives, and it is likely that this offer will be successful. 

• The tagged contingency for settling teachers’ and principals’ collective agreements was established in 
Budget 2018 and was increased through Budget 2019. In June 2019, the contingency was increased again 
through a pre-commitment against Budget 2020.  

 
 
 
Phoebe Sparrow | T: 04 917 6097 
Analyst – Education & Population Agencies  
 

s9(2)(j)

s9(2)(j)

Deleted - Not Relevant to Request
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From: Pooja Patel [TSY]
Sent: Monday, 17 June 2019 2:35 PM
To: Evealyn Whittington [TSY]
Cc: Carolyn Palmer [TSY]; Michael Thomson [TSY]
Subject: RE: Further FEC Requests

Hi Evealyn 
 
As requested, see more information below on health funding in Budget 2019 – sorry, a bit more than a couple of 
bullets but it is based off the discussion Struan and I had this morning (and there was a lot of funding for Health this 
Budget!).  
 
Happy to answer any questions and provide any more info if required. 
 
Cheers 
Pooja 
 
 
 
Headline numbers for Vote Health 

- The total operating funding for Vote Health in Budget 2019 is $4.6 billion over the forecast period and the 
total capital spend is $1.890 billion. 

. This compares to $2.9 billion operating in Budget 2018 and $850 million of 
capital.  

- The main areas of spending within the total $4.6 billion operating include:   
o $2.900 billion for District Health Board cost pressures 
o $464 million for Disability Support Services (DSS) 
o $672 million for existing and new mental health services 
o The remaining amount supports funding in a number of areas (cost pressures and new initiatives) 

including: planned care, workforce development and training, continued roll out of the bowel 
screening programme, pressures in maternity and primary care. 

- The latest forecast for the DHB deficit for 2018/19 is $390 million based on the March update of DHB 
financials. The March update has been published on the Ministry of Health’s website.  

 
Navigating Budget documents 

- The Summary of Initiatives document, available on the Budget website, is the best document to look to 
understand how funding is being allocated in Vote Health.  

- The document provides a breakdown of all initiatives in the Health portfolio (pages 16-18) and also provides 
a breakdown by priority area – most of the Health initiatives are under the ‘Investing in NZ’ and ‘Taking 
Mental Health Seriously’ priority. 

 
Breakdown of DHB funding 

- Overall, $2.9 billion operating and $190 million capital is going to DHBs in Budget 2019. The table below 
provides a breakdown of this funding.  
 

Operating ($m) Capital ($m)
DHB cost pressures   2,276 Deficit support 

for DHBs 
190

Pharmac  40 
Collective bargaining 
commitments (e.g. nurses pay) 

550

s9(2)(f)(iv)
s9(2)(f)(iv)
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Total 2,866 Total 190
 

- Note that the $2.9 billion above does not include the $94.7 million over four years set aside for improving 
DHB financial sustainability and performance.  

 
Capital investment 

- Of the $1.890 billion total capital funding, $1.7 billion is for the health capital envelope which will fund new 
facilities and upgrades of current facilities based on priorities identified by business cases.  

- $190 million is for deficit support to manage DHB deficits and to support their working capital position. 
- Ministers have announced that funding has been set aside for Dunedin Hospital but have not announced the 

amount, as the detailed business case still needs to be approved by Cabinet. 
 
Mental health funding 

- Total funding for mental health in Budget 2019 is $1.9 billion across both operating and capital spending. 
The table below provides a breakdown of this funding. 
 

Operating ($m) Capital ($m) 
Mental health initiatives in the 
health portfolio (e.g. roll out of a 
primary mental health model) 

672 Capital to support operating 
investment in mental health (e.g. 
transitional housing) 

142 
 

Mental health investment in other 
portfolios (e.g. housing, justice, 
corrections, social development) 

712 New and existing mental health and 
addiction facilities  

200 
 

DHB mental health ring fence 213  
Total 1,597 Total 342 
Combined total 1,939

 
- Note that the DHB mental health ring fence of $213 million is part of the $2.9 billion DHB allocation 

mentioned above. Also, the $200 million capital for new and existing mental health facilities is part of the 
$1.7 billion health capital envelope allocation. 

 
 

s9(2)(f)(iv)
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