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Information Withheld 

Some parts of this information release would not be appropriate to release and, if requested, would be 
withheld under the Official Information Act 1982 (the Act). 

Where this is the case, the relevant sections of the Act that would apply have been identified.   

Where information has been withheld, no public interest has been identified that would outweigh the reasons 
for withholding it. 

Key to sections of the Act under which information has been withheld: 

[1] 9(2)(a) - to protect the privacy of natural persons, including deceased people 

[2] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free and frank expression of 
opinions 

Where information has been withheld, a numbered reference to the applicable section of the Act has been 
made, as listed above. For example, a [1] appearing where information has been withheld in a release 
document refers to section 9(2)(a). 
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The bank' s principal objective should be to maintain public confidence or trust in the financial system. 
This would encompass finding a balance between keeping inflation within a set band (say 2-4%) and  
promoting full employment (however defined) as much as possible. Depending on economic 
circumstances, the emphasis may shift on which of these two sub-objectives has priority at any one time 
and whether any bands or limits can be exceeded  temporarily. The bank also has a role in promoting 
competition and consumer protection in the financial sector - not necessarily the primary role as the 
Commerce Commission and Financial Markets Authority are possibly better placed to carry out these 
specialised functions.

The bank should cover all deposit takers (including shadow banking, digital currency operators etc)  - 
basically any activity where a deposit is taken by a third party to invest on the depositor's behalf. Ideally 
this should be a single regime so that it's clear to all parties which rules apply. High-level regulatory 
principles should apply to all financial firms and then individual sets of rules would be applied to 
different sectors - depending on the sector's scale and complexity.  
 
This then raises the question of whether KiwiSaver investments should be included in the regulatory 
regime. While KiwiSaver providers don't fit within the traditional definition of a deposit taker, the fact 
they take a regular financial contribution could be regarded as a deposit. For instance, some bank 
savings accounts require a continuing monthly contribution. Currently, KiwiSaver providers are regulated 
by the FMA along with other superannuation schemes. This seems anomalous since banks and major 
insurance companies provide KiwiSaver schemes and are major players in the industry ,but are then 
regulated by the Reserve Bank for their other financial activities. There seems no good reason to exclude 
their KiwiSaver businesses from the bank's regulatory oversight. 
 
 



Yes. The current system in New Zealand is an anomaly within the OECD - made even stranger by the fact that the 
Australian-owned banks which dominate banking here have a deposit protection scheme back home.  The deposit protection 
limit for New Zealand should be similar to the $250,000 limit per investor per financial institution in Australia.  
 
The majority of accounts held by New Zealand banks are under $10,000 and so any so-called "haircut" of bank depositors to 
bail out a failing bank is likely to cause hardship to these relatively small investors. In some cases, the hardship is more likely 
to be the equivalent of amputating limbs. Also, it's highly unlikely that any ordinary depositor will see the warning signs that a 
financial firm is failing before its regulator does - and so depositors can hardly be blamed for not being aware of these 
warning signs if the regulator isn't.  
 
A deposit scheme is not likely to add greatly to moral hazard in the financial system; moral hazard already exists because it's 
largely other people's money that's being invested by financial firms.  Without much stronger penalties for financial 
mismanagement, moral hazard will remain ingrained in the financial system. As well, any satisfactory regulatory system 
should be able to recognise when a financial firm is over-leveraged and therefore take proactive and appropriate  action. 
 
A deposit protection scheme may also make bank-type deposits more attractive as an investment compared with other types 
of investments. 
 
Consideration could be given to extending any deposit protection scheme to KiwiSaver accounts as many people are likely to 
have more in these accounts than in their other types of savings accounts. The financial ramifications of this need to be 
explored further - depositor protection shouldn't be abandoned for banks and other similar deposit takers just because it 
would be too fiscally expensive to extend it to KiwiSaver providers. 

Yes. There is already some regulatory overlap without creating yet another body to regulate aspect sof the financial system.

The idea of the bank setting up rate-setting and other committees is a good one. It allows the bank to draw on outside 
expertise to sit on these committees along with its own senior staff. It also allows for greater public transparency: in the UK the 
monetary policy committee publishes its minutes and the individual votes of its members are made public. The US Federal 
Reserve does something similar. 
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