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Cabinet 

Minute of Decision 

This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Housing Policy and the Reserve Bank

Portfolio Finance

On 15 February 2021, Cabinet:

Policy objectives

1 noted that the paper under CAB-21-SUB-0018 is part of a series of Cabinet papers to 
improve housing affordability in New Zealand;

2 noted that the Reserve Bank’s actions in the past year have played a critical role in 
supporting New Zealand’s economic recovery, but have contributed to house price increases;

3 noted this paper sits alongside the paper ‘Backing first home buyers and encouraging 
property investment into new housing supply’ [CAB-21-SUB-0017], and that together these 
two papers form a part of the government’s broader package of work to improve housing 
affordability;

4 noted that the government’s policy objectives for the housing market are to:

4.1 ensure every New Zealander has a safe, warm, and dry and affordable home to call 
their own – whether they are renters or owners; 

4.2 support more sustainable house prices, including by dampening investor demand for 
existing housing stock which would improve affordability for first-home buyers;

4.3 create a housing and urban land market that credibly responds to population growth 
and changing housing preferences, that is competitive and affordable for renters and 
homeowners, and is well-planned and well-regulated; 

Monetary policy remit

5 authorised the Minister of Finance to issue drafting instructions to the Parliamentary 
Counsel Office for an Order in Council to replace the remit for the Monetary Policy 
Committee (MPC);

6 agreed that the replacement remit will incorporate government policy objectives relating to 
housing affordability, with the intent of: 

6.1 setting the expectation that the MPC comprehensively understands the effects its 
decisions have on the government’s housing objective, while it is pursuing its 
economic objectives;
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6.2 providing transparency and assurance about how the MPC understands these effects; 

7 authorised the Minister of Finance to progress any other policy issues that arise during the 
Order in Council drafting process;

8 noted that the Minister of Finance intends to submit the Order in Council to Cabinet on 
22 February 2021 for submission to the Executive Council;

9 agreed that the Minister of Finance submit the Order in Council direct to Cabinet for 
submission to the Executive Council, rather than submitting it to Cabinet Legislation 
Committee in the final instance;

Section 68B direction

10 noted that the Minister of Finance intends to issue a direction under section 68B of the 
Reserve Bank of New Zealand Act 1989 to require the Reserve Bank to have regard to a 
government policy on housing;

11 noted that the Minister of Finance’s has considered a number of options for expressing the 
government policy in the section 68B direction and that his preferred option is as set out in 
paragraph 4.2 above;

12 noted that the Reserve Bank has been consulted prior to the issuing of the direction;

13 noted that the Minister of Finance intends to issue the direction on government policy to the
Reserve Bank attached to the submission under CAB-21-SUB-0018, subject to amendments
to reflect paragraphs 4.2 and 11 above;

14 noted that the direction will be presented to Parliament and published in the Gazette as soon
as practicable after it is issued; 

15 noted that the Minister of Finance intends to review the section 68B direction in the first 
half of 2022, as part of finalising the new financial policy remit;

Other financial policy tools that may impact on the housing market

16 noted that the Minister of Finance intends to invite the Reserve Bank to provide further 
advice on the impact of debt-to-income restrictions and interest-only mortgages on financial 
stability and the government housing policy objective;

Next steps

17 noted that, subject to Cabinet and Executive Council agreement next week, the Minister of 
Finance intends to announce these decisions before the end of February 2021.

Michael Webster
Secretary of the Cabinet
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