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Reference: 20200017 
 
 
 
 
 

 
Thank you for your Official Information Act request, received on 23 January 2020.  You 
requested: 
 

Advice provided by Treasury to Grant Robertson on deposit insurance during the 
period he has been Finance Minister. 

 
On 12 February 2020, you noted in your communications with the Treasury that you 
are particularly interested in: 
 

How the in-principle decision in a range between $30,000 and $50,000 was 
made. 

 
Information being released 

Please find enclosed the following documents: 
 

Item Date Document Description Decision 

1.  25 June 2019 Email to MoF Office re Deposit 
Insurance Coverage 

Release in part 

2.  25 November 2019 Briefing for Finance and Expenditure 
Committee – 4 December 2019 

Release in part 

 
I have decided to release the relevant parts of the documents listed above, subject to 
information being withheld under the following section of the Official Information Act: 
 

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

 
In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  

s9(2)(a)
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From: James Haughton [TSY] [mailto:James.Haughton@treasury.govt.nz]  
Sent: Tuesday, 25 June 2019 12:41 PM 
To: Alex Tarrant <Alex.Tarrant@parliament.govt.nz> 
Cc: Angus Hodgson <Angus.Hodgson@parliament.govt.nz>; Bernard Hodgetts [TSY] 
<Bernard.Hodgetts@treasury.govt.nz> 
Subject: FW: Deposit protection questions 
 
[IN-CONFIDENCE] 
 
Hi Alex 
 
We tweaked some of the answers to make the percentages less precise. This is appropriate given the high level 
aggregate data we are working from. We are going out to get a more granular level of data in the next stage of work. 
 
The amended answers are below. 
 
Kind regards, 
James 
 
 

                 
 
James Haughton | Review of the Reserve Bank Act 

 Email/IM: James.Haughton@treasury.govt.nz 
Visit the Review online at https://treasury.govt.nz/rbnz-act-review 
 
 
 
 
From: Alex Tarrant <Alex.Tarrant@parliament.govt.nz>  
Sent: Tuesday, 25 June 2019 10:58 AM 
To: Bernard Hodgetts [TSY] <Bernard.Hodgetts@treasury.govt.nz> 
Cc: ^EXT: Angus Hodgson <Angus.Hodgson@parliament.govt.nz> 
Subject: Deposit protection questions 
 
Hi Bernard, 
 
Looking for help on a couple of questions – just so we can have lines ahead of question time 
 
The 90% / 40% question: 
The suggestion would cover 40% of the cash held in deposit in NZ. Can we get an idea of what the other 60% is? Is it 
mainly cash held by businesses/govt/institutions? Can we quantify how much is held by individual savers? 
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At a $50,000 limit, we estimate that around 40% of all deposit balances, and more than 90% of all deposit accounts, 
would be protected.  
 
At this stage we only have a very high level breakdown of deposit data. In terms of household/retail deposits – 
which make up about 60% of banks’ deposit funding -  a limit of $50k should cover, in full (i.e. fully protect from 
loss), more than half of households’ deposit funds and the vast majority (more than 90%) of household deposit 
accounts. This is based on the current allocation of deposit funds; if people split their deposit balances to take 
advantage of the insurance scheme, it is likely that the number of household deposit accounts fully protected from 
loss will rise. The flipside of this is that only a very small fraction (less than 10%) of households would be exposed to 
any losses in the event of a bank failure. When designing the scheme we will consider whether to implement 
additional protections for depositors holding temporary high balances – like people about to buy a house, retirees 
who have just taken their pension as a lump sum, or farmers and small businesses with fluctuating cash flows.  
 
Corporates and wholesale depositors account for about 40% of deposit funding in New Zealand. They typically hold 
higher account balances than depositors, so will be more exposed to deposit risk – and more incentivised to manage 
those risks. We will be going out to deposit takers to get a more granular breakdown of their deposit holdings in the 
next stage, when we turn to the detailed design of the scheme.  
 
Also:  
What is the average sized deposit in New Zealand? (do we also have the median?) 
Based on available data, the average deposit balance in New Zealand is $15,000; that is the average across all 
deposit types, including households, corporates, local authority accounts, etc. Looking only at households, the 
average deposit balance is about $14,800. We will be getting a more granular breakdown of data to inform the 
scheme’s calibration in the next stage of work.  
 
And: 
Can we get a sense of which countries we’re similar to in terms of the $30,000 to $50,000? Or on a GDP per capita / 
banking concentration list? 
 
The nominal value of the proposed range is low relative to most other jurisdictions. Across the OECD countries, the 
upper end of the Minister’s preferred range would compare to Iceland, Chile, Turkey, and Korea. In terms of the 
proposed limit as a share of GDP per capita (which is the IMF’s preferred comparison), we would compare to Korea, 
Hong Kong, Chile, Iceland, Luxembourg, Switzerland, and Ireland. (Interestingly, Australia is an outlier to the upside 
in terms of their nominal dollar coverage limit, and the limit as a share of GDP per capita.)  
 
Where the Minister’s proposed protection range does compare very closely with international counterparts and 
best practice is in the share of deposit accounts that would be covered in full, and the value of deposit accounts that 
would be covered. Here, international best practice guides that the vast majority of individual depositors should be 
covered in full, while a large share of deposits should be exposed to risk and market based channels of discipline. 
Importantly, this is the channel through which deposit protection works, removing the incentives of a vast majority 
of individual depositors to join bank runs (at the same time as mitigating the moral hazard of such protection, by 
leaving market-based channels of discipline intact). In terms of the effect of a depositor protection scheme, the 
share of deposits and depositors protected is far more important than the nominal limit.  
 
At $50,000, more than 90% of all deposit accounts in New Zealand would be fully protected from loss: this matches 
the international average. At this level, a little less than half (circa 40%) of deposit balances would be exposed to 
loss – which means that their incentives to monitor and respond to risks would remain intact – which again matches 
international averages. Figures 5C and 5D of the consultation document 2A provide more details on the coverage 
limits of the proposed scheme, and international comparisons.    
 
Cheers 
 
Alex Tarrant | Senior Press Secretary 
Office of Hon Grant Robertson 
Minister of Finance 
Minister for Sport and Recreation 
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Associate Minister of Arts, Culture and Heritage 
| Email: alex.tarrant@parliament.govt.nz 

Beehive Suite 7.6, Parliament Buildings, Wellington 
 
 

 

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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OTHER KEY GOVERNMENT INITIATIVES 
RBNZ Act Review (Phase 2) 

Key points 

• In late 2017 the Government announced a review of the Reserve Bank of New Zealand Act 
1989.  The goal of the Review is to modernise New Zealand’s monetary and financial stability 
policy frameworks and the Reserve Bank’s governance and accountability settings. 

• The Review is being conducted in two phases.  Phase 1 focused on the Reserve Bank’s 
monetary policy framework and resulted in the Reserve Bank of New Zealand (Monetary 
Policy) Amendment Act 2018.  Phase 2 focuses on the Reserve Bank’s financial policy 
framework and overall governance and accountability arrangements. 

• Key Phase 2 decisions taken to date include: 
o keeping responsibility for prudential regulation functions within the Reserve Bank 
o establishing a new governance board which will have statutory authority over all 

Reserve Bank decisions other than those reserved for the Monetary Policy 
Committee, replacing the existing single-decision-maker model; 

o charging the Reserve Bank with the objective of ‘protecting and promoting the 
stability of New Zealand’s financial system.’ 

o combining the two separate regulatory regimes for banks and non-bank deposit 
takers in a single ‘licensed deposit taker’ framework; 

o introducing a deposit insurance scheme with a coverage limit of between $30,000 
and $50,000 per individual per institution; 

o providing the Reserve Bank with a broader range of supervision and enforcement 
tools, including on-site inspection powers and more graduated enforcement powers; 

o providing the Reserve Bank with clear crisis management objectives and a wider 
range of tools to resolve troubled banks; 

o making the Treasury responsible for external performance monitoring of the 
Reserve Bank 

• The Review is currently making additional recommendations around additional matters 
including: 

o the appointment of the Governor and Board members; 
o the primary prudential regulation tools and the scope for their use; 
o prudential supervision powers; 
o the final coverage level for deposit insurance; 
o how the deposit insurance scheme will be funded; 
o clarifying the role and powers of the Reserve Bank in dealing with bank failures; 

• Further recommendations on the prudential regulation framework for deposit takers, 
deposit insurance, and crisis management will be made in 2020. 

• The changes to the legislative framework will be enacted through two separate Acts to 
replace the Reserve Bank Act 1989.  An ‘Institutional Act’ will set out the overall governance 
framework for the Reserve Bank together with non-regulatory functions, while a ‘Deposit 
Takers Act’ will set out the framework for deposit taking institutions. 

• The Institutional Bill is currently planned for introduction in the middle of 2020.  Final policy 
decisions for the Deposit Takers Bill will be sought in mid-2020.  Deposit insurance will be 
progressed as part of the Deposit Takers Bill. 
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Q and A 

Is the Review considering the capital adequacy framework for registered banks? 

Not directly.  The Review will not be advising on the current review of the capital adequacy 
framework being conducted by the Reserve Bank under the existing legislative framework. Setting 
capital requirements for registered banks is a core part of the Reserve Bank’s prudential 
responsibilities. The Review will consider the design and nature of the prudential powers available to 
the Reserve Bank, which include powers to impose capital requirements and to calibrate those 
requirements. 

The Reserve Bank is proposing high capital requirements for banks which should reduce the risk of 
bank failure. Why is depositor protection being considered if the risk of bank failure is small? 

Even with high capital requirements, banks can still fail for a variety of reasons. Regulation, 
supervision, resolution, and deposit insurance all make up a ‘financial safety net’ that supports a 
stable and resilient financial system and protects society from the damage caused by bank failures.  
If a bank fails, the level of depositor protection required is not a function of how much capital the 
failed bank had before it failed. 

Why was the deposit insurance coverage limit set at $50,000 when other countries set the coverage 
limit much higher? 

A $50,000 limit would fully cover the vast majority of depositors – thought to be 90 per cent or 
more.  This limit is consistent with guidance from international bodies that the coverage limit should 
fully protect most depositors while leaving a significant portion of the value of deposits unprotected.  
The unprotected deposits represent the small number of large-scale depositors who are typically the 
only depositors able to exert market discipline on banks.   The coverage limit will be reviewed once 
the scheme has bedded in and better data is available. 

What level of stakeholder engagement has there been? 

The Review received 67 written submissions in the first round of consultation and 45 submissions in 
the second round.  Most of the industry bodies and key regulated institutions responded.  The 
Review also engaged directly with several industry bodies, institutions, and legal firms.  There was 
generally broad support for many aspects of the proposed reforms, including: 

• an overarching financial stability objective (provided that efficiency continues to be 
considered); 

• the governance board model; 
• the single deposit takers regulatory framework; 
• a standards-based approach to prudential rulemaking; 
• the continued use of macro-prudential tools (subject to consultation for ‘distributional’ 

tools) 
• deposit insurance (with some concerns that the coverage limit should be higher); and 
• the proposed direction for crisis management. 

Additional Links:  
- Treasury Report: Reserve Bank review of capital requirements for locally incorporated banks   
(Treasury:4110970v19)  
- Aide Memoire: RBNZ Capital Review and Phase 2 Review of the RBNZ Act (Treasury:4183259v1) 
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