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Submission on the 3rd consultation of Phase 2 of the Review of the Reserve Bank Act
New Zealand Housing Foundation

Established in 2001, Housing Foundation is a charitable trust that delivers affordable housing options
for working New Zealand households who are finding it difficult to buy a secure, warm, dry home.
Housing Foundation collaborates and partners with the government, Iwi and other organisations in
the sector to achieve this purpose.

We are supported by leading philanthropic organisations within New Zealand, including The Tindall
Foundation.

Through our shared-ownership and rent-to-own programmes, Housing Foundation works closely
with New Zealand families to assist them into home ownership. We have assisted thousands of
families.

For more information about us see https://www.nzhf.org/

Purpose and objectives of proposed Deposit Takers Act are flawed

Housing Foundation is opposed to the removal from the RBNZ’s statutory framework in the
proposed Deposit Takers Act of the overarching purpose of prosperity and well being and the
objective of the efficiency of the financial system.

Housing Foundation regularly deals with banks to finance the development of our housing and to
assist our clients obtain finance as part of their entry into our shared-ownership programme.

We are concerned that the banking sector is not efficient and in particular there is little competition
and incentive in the banking system to innovate and take risk. The consequence for the housing
sector and New Zealanders is that bank behaviours contribute to lack of affordability.

We make these comments at a time when the RBNZ’s “least regrets” approach to monetary policy is
a direct and highly visible to contributor unaffordability of housing for New Zealanders. We believe
that RBNZ has a statutory obligation to mitigate the least regrets of its actions that it is not currently
fulfilling.

Removal of the over arching purpose and efficiency objective is flawed thinking on the part of
officials. It will remove the statutory obligation for the RBNZ to take an analytical and considered
approach to its prudential activities and mitigate the problems it is creating. Officials are
contemplating removing a statutory requirement for the RBNZ to consider the costs of its prudential
activities, which will unbalance the calculation of the optimal amount and character of prudential
regulation.

We don’t think that makes any sense and indeed we don’t think that it will be a politically
sustainable position for Parliament. In effect officials are considering asking Parliament to do
something that it will rapidly change its mind on.

Shared-ownership doesn’t come from the moon!


https://www.nzhf.org/affordable-home-ownership/
https://www.nzhf.org/

Our experience is that banks have a cartelised position in respect to shared ownership that is not
commercial, not a position that would exist in a competitive banking market and is not consistent
with the prosperity and well being of New Zealanders.

Shared ownership is a long running, international and widespread affordability-based alternative
tenure structure that bank lenders participate in all over the world. And yet in New Zealand our
banks conveniently pretend that is comes from the moon!

We find the banks are unreasonably restrictive in regards to the identity of:

e the shared ownership programme providers and
e the New Zealand families that want to participate

We note that other alternative tenures like private housing cooperatives, papakainga and cohousing
have equivalent problems.

Our suggestion is that as part of the consideration of officials in the Reserve Bank Act Review the
RBNZ accepts that its banking standards and prudential supervision of the banks has had
unintended, unjustifiable and negative consequences for alternative housing tenure innovation in
New Zealand.

Housing foundation believes that if the RBNZ does not immediately publicly accept this then removal
of the case for maintaining the overarching purpose of prosperity and well being and the objective
of the efficiency of the financial system is comprehensively proven.

RBNZ must with pace and urgency:

1. go back to the drawing board and look much harder at how its prudential standards are
changed to be appropriate in modern New Zealand for encouraging alternative tenure and

2. require banks to regularly report to it and the public as to how the banks support housing
affordability.

We suspect that a lot of the impediments to innovation in the housing sector are linked to cartelised
or at least unified bank behaviours of which the banks’ senior management teams and the RBNZ
may be simply unaware or don’t care.

Officials’ proposals to remove the overarching purpose and efficiency objective represent a serious
step backward for New Zealanders.

Specifically their proposals will remove any statutory requirement for RBNZ to think about the
problems it or the banks have created on the supply-side of the housing market. And it will remove
the ability for alternative tenure housing providers to complain to the RBNZ about its banking
standards and the efficiency of the financial system.
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