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 – As expected, Budget 2022 shows that the 
Government’s books remain in good shape.

 – Also as anticipated, the Government 
has found room for targeted temporary 
social assistance, namely via a ‘cost of 
living’ package.

 – The Government also outlined in more detail 
of its fiscal approach. One aspect of the 
multi-year funding approach that caught our 
attention was that some of future Budgets’ 
operating spending allowances have been 
effectively already spent (pre-allocated in 
Budget speak).

 – The $26 billion increase in bond issuance was 
largely in line with our expectations, with the 
$20 billion buyback of RBNZ bond holdings 
incorporated as signalled.

2021 2022 2023 2024 2025 2026

Actual F/cast F/cast F/cast F/cast F/cast

Economic (June years, %)

Real GDP growth 5.3 1.7 4.2 0.7 1.6 2.5

Unemployment rate 4.0 3.1 3.3 4.4 4.8 4.7

CPI inflation 3.3 6.7 5.2 3.6 2.7 2.2

Fiscal (June years, % of GDP)

Total Crown OBEGAL -1.4 -5.2 -1.7 -0.6 0.6 1.5

Net debt  
(new measure) 10.5 16.9 18.7 19.9 17.3 15.0

Net core Crown debt 
(old measure) 29.8 36.9 40.8 41.2 37.5 31.9

As expected, Budget 2022 shows that the Governments books, 
all things Covid considered, are in good shape. From a forecast 
operating deficit (OBEGAL) of 5.2% of GDP in 2022, the Treasury 
expects the OBEGAL to return to a small surplus by 2025. The 
Budget 2022 OBEGAL forecast track is broadly in line with our 
own forecast.

Similarly, Budget 2022 showed that the Government’s net 
debt track is sustainable. Under the Government’s new debt 
measure, the Treasury expects net debt to peak at 19.9% of 
GDP in 2024, before reducing as a % of GDP in later years. 
Again, these forecasts were broadly in line ours ahead of 
today’s Budget release. 

The Budget also ticks the boxes of the Government’s fiscal 
rules. The key measure – running an operating surplus of 
between 0% and 2% in normal times – is met by 2025 or 
essentially as the books recover from the Covid hit. The other 
key metric – the net debt ceiling of 30% of GDP – is met over 
the full forecast period.

However, it’s early days for this framework. While this Budget is 
consistent with the new rules, it doesn’t necessarily guarantee 
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that future Budgets will be. With this in mind, we note that 
the multi-year funding approach to areas such as Health, 
Natural Resources and Justice means that some of future 
Budget operating allowances have already been allocated. 
In other words, there is less spending to allocate come next 
year’s Budget and beyond. Putting numbers around the 
multi-year approach, Budget 2022 includes $5.9 billion of new 
operating spending in 2023, but these decisions, including pre-
allocations, mean that $7.9 billion has already been allocated 
for 2024 and $8.3 billion for 2025 and 2026.

In a way, this approach could hamstring future spending decisions 
and as a result, the jury will remain out on the adherence to the 
new fiscal rules over a number of years. Moreover, we know that it 
is often harder to wind back spending decisions that have already 
been made and easier to add new spending on top of old. The 
multi-year funding approach may be well-intentioned in terms 
of providing more certainty for departments. However, it does 
certainly change the fiscal management dynamics around these 
and future spending decisions. In other words, the Treasury 
and the Minister of Finance will have their work cut out in the 
years ahead.

Key initiative – the ‘Cost of Living 
Package’.
As anticipated, the Government has found room for a targeted 
temporary social assistance package, worth $1.18 billion. The 
highlight of the ‘Cost of living package’ is direct payments of 
approximately $27 per week paid in three monthly instalments 
to New Zealanders (who don’t already receive the Winter 
Energy Payment) with incomes of up to $70,000 per annum. 
This payment is estimated to cost $814 million. 

In addition, the reductions to the fuel excise duties and road 
user charges have been extended for two months (estimated 
cost $235 million). Similarly, half-price public transport 
has been extended for two months as well (estimated cost 
$132 million). Half-price public transport will also be made 
permanent for Community Service Card holders. 

The Government also has the supermarket industry in its sights. 
It intends to pass urgent legislation to stop supermarkets from 
blocking competitors from accessing land to open new stores. 
This was one of the Commerce Commission’s recommendations 
from its supermarket industry inquiry earlier this year. 

Bond Programme, $bn (June year)

2022 2023 2024 2025 2026 Total

Budget 2022 20 25 25 25 15 110

Half-Year Update 20 18 18 18 10 84

Change 0 +7 +7 +7 +5 +26

As expected, the Treasury has expanded the bond programme 
to facilitate the buyback of a portion of the Reserve Bank’s 
bond holdings. In total, the programme has increased from the 
Half-Year Update by $26 billion to $110 billion over the five-year 
forecast period to 2026.

The majority of this $20 billion of the additional issuance as 

signalled will be to cover the first four years of the buybacks 
from the RBNZ. The remaining $6 billion to cover other funding 
needs (i.e. larger deficits/smaller surpluses) is only marginally 
smaller than the $8 billion that we had anticipated. Note that 
the remaining $5 billion of buybacks from the RBNZ (scheduled 
for 2027) falls outside the Budget forecast period. Bonds 
repurchased from the RBNZ will be retired.

We will provide a fuller assessment of the Budget in our bulletin 
later today.
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