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Reserve Bank view 

 

The Reserve Bank previously provided advice to the Minister on the case for deposit 

insurance (summarised in a Cabinet paper in November 2010), indicating that it did not 

believe that DI was appropriate for New Zealand.  This advice took account of the 

positive and negative implications of adopting a DI scheme.  The Reserve Bank 

remains of the view that DI should not be a permanent feature of our financial system.  

Specifically, it notes that: 

 

• Previous advice explicitly considered the impact of DI on preventing a retail 

bank run, noting that while it may be partly effective at preventing or slowing 

retail bank runs, it would not address wholesale bank runs, which present a 

significant risk for the major banks in New Zealand.  This remains the case and 

is not changed by OBR                                 

 

• The Reserve Bank’s liquidity policy means that New Zealand banks should 

have sufficient liquid assets to meet one week and one month mismatch ratios.  

This means that the bank is able to meet any requirement for funds in the short 

run.  In addition, as lender of last resort, the Reserve Bank will be able to make 

liquidity facilities available to manage the impact of withdrawals during a crisis.  

Therefore, the Reserve Bank is of the view that a DI framework would be a 

costly way to manage perceived liquidity risks. 

 

Ongoing work programme 

 

Pre-positioning will deliver the main technical capability to implement OBR, but further 

work is needed to ensure it works effectively in practice: 

 

• Legislative changes to the Reserve Bank Act and to support government 

guarantees. 
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• Both banks and authorities need to understand more about the information and 

operational requirements to implement OBR.  This will require a more active 

supervisory approach than in the past with respect to pre-positioning banks for 

possible resolution. 

 

• Requirements to manage the bank once its brought into OBR and how to exit 
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