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Action sought 

  Action sought  Deadline  

Hon Grant Robertson 
Minister of Finance 

Provide feedback on the attached 
draft Cabinet paper.  

10am Thursday 11 February 
2021 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Daniel Cruden Senior Analyst, 
Macroeconomic and 
Fiscal Policy 

N/A 
(mob) 

 

Renee Philip Manager, 
Macroeconomic and 
Fiscal Policy 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. Once approved, lodge the attached paper for Cabinet. 

 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes (iManage links) 
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Treasury Report:  Housing policy and the Reserve Bank: Draft Cabinet 
paper 

Executive Summary 

You recently agreed [T2021/155 refers] to:  

• issue a direction to the Reserve Bank of New Zealand (RBNZ) under section 68B of the 
RBNZ Act on Government policy relating to the RBNZ’s financial stability functions, and 

• develop a replacement monetary policy remit that incorporates the Government’s 
housing policy. 

This report provides you with a draft Cabinet paper seeking agreement to those decisions. It 
also updates you on next steps for implementing and announcing those decisions, with a 
focus on the legal risks involved in both changes.  

Recommended Action 

We recommend that you: 
 
a note that officials are working to mitigate legal and timeframe risks;  
 
b provide feedback on the attached draft Cabinet paper; and 
 
c approve, subject to any feedback you have under rec [b], the attached paper for 

lodging 
 

 Approved/not approved. 
 

 
 
 
 
 
Renee Philip 
Manager, Macroeconomic and Fiscal Policy 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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Treasury Report: Housing policy and the Reserve Bank: Draft Cabinet 
paper 

Purpose of Report 

1. You recently agreed (T2021/155 refers) to:  

• issue a direction to the Reserve Bank of New Zealand (RBNZ) under section 68B 
of the RBNZ Act 1989 (‘the Act’) on Government policy relating to the RBNZ’s 
financial stability functions, and 

• seek to implement a replacement monetary policy remit that incorporates the 
Government’s housing policy. 

2. You have indicated that you intend to seek a Cabinet decision on these matters next 
week, on Monday 15 February. This report provides a draft Cabinet paper for your 
feedback. With your approval of the paper, it will be lodged on Thursday 11 February. 
You have received a separate draft Cabinet paper seeking agreement to other 
demand-side measures to reduce house price growth. 

3. This report also provides an update on further issues associated with the development 
of both the section 68B direction and the revised monetary policy remit. 

Draft Cabinet paper 

4. The attached draft Cabinet paper has been prepared in line with your decisions in 
response to our previous advice (T2021/155 refers). That report responded to your 
request for further advice on options to direct the RBNZ and its Monetary Policy 
Committee (MPC) to have regard to the Government’s strategic objectives for housing. 
The decisions you made in response to that report are summarised below. All are 
reflected in the draft paper. 

• You agreed to issue a direction to the RBNZ under section 68B of the Act. You 
indicated that, of the three options the report provided, your preference was for 
the Treasury-preferred option, so long as it was amended (addition italicised):  

 “to support more sustainable house prices including by dampening investor 
demand in order to allow more opportunities for first home buyers.” 

• You instructed the Treasury to reflect in the draft Cabinet paper all three options 
for a section 68B direction identified by officials, with your preference (and those 
of the RBNZ and Treasury) identified as such in the paper.  

• You agreed that a replacement monetary policy remit should reflect the policy 
intent to: 

 set the expectation that the MPC, while it is pursuing its economic objectives, 
comprehensively understands the effects its decisions have on the 
Government’s housing objective, and 

 provide transparency and assurance about how the MPC understands these 
effects. 
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• You agreed that the replacement remit would expire on 14 February 2024 (that is, 
the same date that the current remit is due to expire. 

• You agreed to invite the RBNZ to provide further advice on introducing limits on 
debt-to-income ratios. You also agreed, in response to a separate report 
(T2021/199 refers) to invite the RBNZ to provide advice on the extent to which 
interest-only mortgages (particularly to investors) pose risks to the RBNZ’s 
objectives of financial soundness and efficiency, and whether restrictions on 
interest-only mortgages may support the Government policy objectives under the 
proposed section 68B direction. The draft paper informs Cabinet of both 
decisions. The Treasury will prepare a draft letter to the RBNZ for your signature 
separately.  

5. The draft Cabinet paper notes that the section 68B would be reviewed when the 
financial policy remit expected to be developed in the first half of 2022, following 
enactment of the ‘Institutional Bill’ associated with the second phase of your reforms to 
the Act. This represents a change from the previous draft direction which you reviewed 
recently, and which included a two-year period before any review. 

6. The paper also seeks a delegation for you to make any minor technical decisions 
necessary to support the drafting of the remit.  

7. The paper will also be updated as needed to ensure it mirrors your accompanying 
paper on other demand-side measures referred to in paragraph 2 above.  

8. 

• 

• 

9. 

10.

[36]

[36]
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11. 

12. 

a) 

b) 

c) 

13. 

14. 

Next Steps 

15. Issuing a section 68B direction:  You have consulted the RBNZ before issuing the 
direction, through consultation on the draft Cabinet paper, draft direction and the 
Treasury report which sought feedback from the RBNZ on how a section 68B direction 
could be issued. To issue the direction, you will need to provide this in a signed written 
statement to the RBNZ. Once issued, you must present the 68B direction to the House 
and publish it in the Gazette as soon as practicable after giving it.  

16. Issuing a new monetary policy remit: To replace the remit, an OiC is first required. 
An OiC giving effect to the new remit will be drafted, with the aim of allowing you to 
seek Cabinet’s endorsement of the OiC’s text on Monday 22 February, before 
submitting it to the Executive Council later that same day.  

17. We understand you intend to announce these changes, alongside the tax changes, on 
Wednesday 24 February. The RBNZ will be issuing its February monetary policy 
statement on the same date, meaning the existing remit will apply to that decision. 
While the precise date from which the new remit would take effect is to be determined, 
officials will work to ensure it is in place before the MPC’s following announcement 
which is scheduled for 14 April 2021. We will report back to you on a recommended 
date alongside the final OiC. The timeline, updated to reflect the above, is set out 
below. 

[36]

[36]

[36]
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Thursday 11 or 
Friday 12 
February 

Lodge both Cabinet papers, subject to your feedback.   

Monday 15 
February 

Cabinet considers attached Cabinet paper (alongside 
accompanying paper ‘Demand-side Measures to Moderate 
House Price Growth’).  

Wednesday 17 
February 

Draft Cabinet paper and OiC provided to your office 

Thursday 18 
February 

Lodge OiC and accompanying Cabinet paper. 

Monday 22 Feb Cabinet authorises recommended replacement remit.  
Executive Council – Order in Council for remit changes.  

Between Tuesday 
16 and Tuesday 
23 February 

Section 68B direction can be issued by writing to the Bank. 
 
Direction will need to be presented to the House and gazetted 
as soon as practicable thereafter, so you may wish to wait 
until the week beginning Monday 22 February.

Wednesday 24 
February 

Monetary Policy Statement (decision taken under current 
remit). 
 
Announcement of Government demand-side changes. 

Between 25 
February and mid-
March 

New remit to take effect. You will receive advice on this date 
next week, through the development of the OiC.  
 
Present remit to the House.

14 April  First Monetary Policy Review under new remit.
 


