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Office of the Minister of Finance
Chair, Cabinet 

Reserve Bank of New Zealand (Replacement of Remit for Monetary Policy Committee) 
Order 2021

Proposal 

1 This paper seeks authorisation for submission to the Executive Council of the Reserve 
Bank of New Zealand (Replacement of Remit for Monetary Policy Committee) Order 
2021.  

Policy 

2 The Reserve Bank’s Monetary Policy Committee (MPC) is a statutory body tasked 
under the Reserve Bank of New Zealand Act 1989 (‘the Act’) with formulating 
monetary policy with the economic objectives of price stability and maximum 
sustainable employment. The Government (usually the Minister of Finance) issues a 
remit for the MPC which sets out operational objectives for formulating monetary 
policy. The remit can specify or provide for the operational objectives in any way that 
the Minister thinks fit, including by giving further specifications or definitions with 
respect to the economic objectives or by setting out further matters that the MPC must 
have regard to when pursuing them. 

3 Under clause 6 of Schedule 2 of the Act, the Governor-General may, by Order in 
Council made on the recommendation of the Minister of Finance, issue a replacement 
remit for the MPC.

4 On Monday 15 February 2021, Cabinet [CAB-21-MIN-0018]: 

4.1 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 
MPC, and

4.2 agreed the replacement remit will incorporate Government policy objectives 
relating to housing affordability, with the intent of: 

4.2.1 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; and

4.2.2 providing transparency and assurance about how the MPC understands 
these effects. 

5 This paper seeks authorisation to submit an Order in Council that will give effect to the 
intent set out in paragraphs 4.2.1 and 4.2.2 above. The intent set out in point 4.2.2 will 
be further addressed through consequential changes to the MPC’s charter, to be 
agreed between myself and the MPC following replacement of the remit. The charter’s 
purpose is to provide for decision-making procedures and transparency and 
accountability in connection with the MPC’s performance. The amendments to the 
charter will not require Executive Council approval. 
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6 While agreeing to a new remit for the MPC, Cabinet also noted my intention to issue a 
direction to the Reserve Bank under section 68B of the Act, to have regard to a 
Government policy on housing in relation to its financial policy functions. The wording 
of the replacement remit and section 68B direction are being aligned as much as 
possible. The section 68B direction does not require Executive Council approval.

7 The substantive change to the monetary policy remit is to add the following:

“In pursuing the operational objectives the MPC shall... assess the effect of its 
monetary policy decisions on the Government’s policy set out in subclause (3).

(3) The Government’s policy is to support more sustainable house prices, including by 
dampening investor demand for existing housing stock, which would improve 
affordability for first-home buyers.”

Timing and 28-day rule 

8 I seek a waiver of the 28-day rule so that the Order can take effect from 1 March 2021.
This means that the MPC will make its next decision under the existing remit, at its 24 
February Monetary Policy Statement. I consider a waiver acceptable because: 

8.1 Allowing the full 28-day period could pose legitimacy risks for MPC decisions if 
the MPC was to take a decision under the current remit despite the forthcoming 
remit having been issued. The next MPC decision following the February 
decision is scheduled for 14 April 2021, but there is a risk (albeit remote) that the
MPC considers it necessary to take a decision outside of this usual cycle. To 
mitigate this risk, I consider that the lead-in time for the new remit should be as 
short as possible. 

8.2 The replacement of the remit has little to no direct effect on the public as it only 
applies to the MPC’s decision-making. 

Compliance 

9 The regulations comply with:

9.1 the principles of the Treaty of Waitangi; 

9.2 the rights and freedoms contained in the New Zealand Bill of Rights Act 1990 or 
the Human Rights Act 1993; 

9.3 the principles and guidelines set out in the Privacy Act 1993; 

9.4 relevant international standards and obligations; and

9.5 the Legislation Guidelines (2018 edition), which are maintained by the 
Legislation Design and Advisory Committee.

10 The Act (section 10) states that the remit must set out the operational objectives and 
may specify or provide for the operational objectives in any way that the Minister thinks
fit, including by specifying or providing for one or more of the following matters: 

10.1 A target or targets for an economic objective.

10.2 A framework for weighting the economic objectives.
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10.3 Defining any matters in connection with an economic objective.

10.4 A requirement for the MPC to have regard to 1 or more matters in connection 
with seeking to achieve an economic objective. 

11 Schedule 2 of the Act sets the process for issuing a replacement remit, and requires 
the Minister of Finance to consult the Reserve Bank on the proposed replacement 
remit and consider any of its comments on the proposal. I began consulting the 
Reserve Bank on 24 November 2020, when I wrote to the Reserve Bank Governor 
seeking his views on whether the remit should require the MPC to seek to avoid 
unnecessary instability in house prices. Since the Governor’s response on 9 
December, the Reserve Bank has been consulted both by myself and the Treasury 
about the replacement remit and its comments have been considered. 

Regulations Review Committee

Certification by Parliamentary Counsel 

16 The draft regulations were certified by the Parliamentary Counsel Office (PCO) as 
being in order for submission to Cabinet, subject to the Order being made in 
accordance with clause 6(2) of Schedule 2 of the Reserve Bank of New Zealand Act 
1989 and a waiver of the 28-day rule. 

Impact Analysis

17 The Regulatory Impact Analysis Team at the Treasury has determined that the 
regulatory proposal in this paper is exempt from the requirement to provide a 
Regulatory Impact Statement on the basis that it has no or minor impacts on 
businesses, individuals or not-for-profit entities.
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Publicity 

18 I intend to announce the new remit in advance of its coming to effect. At the same 
time, I also intend to announce the issuance of the section 68B direction and my 
intention to seek advice from the Reserve Bank about the impact of debt-to-income 
restrictions and interest-only mortgages on financial stability and the Government’s 
housing objectives.

Proactive release

19 I propose to proactively release this Cabinet paper following public announcement of 
these proposals. 

Consultation 

20 This paper was prepared by the Treasury. The Reserve Bank was consulted on the 
draft Order.

Recommendations

I recommend that Cabinet:

1 note that on 15 February 2021 Cabinet agreed [CAB-21-MIN-0018] a replacement 
remit for the Reserve Bank’s Monetary Policy Committee (MPC), and that the 
replacement remit will incorporate Government policy objectives relating to housing 
affordability, with the intent of: 

1.1 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, and

1.2 providing transparency and assurance about how the MPC understands these 
effects; 

2 note that the Reserve Bank of New Zealand (Replacement of Remit for Monetary 
Policy Committee) Order 2021 will give effect to the decision referred to in 
recommendation 1 above;

3 note the order is being made on the recommendation of the Minister of Finance in 
accordance with clause 6(2) of Schedule 2 of the Reserve Bank of New Zealand Act 
1989; 

4 authorise the submission to the Executive Council of the Reserve Bank of New 
Zealand (Replacement of Remit for Monetary Policy Committee) Order 2021;

5 note that the Reserve Bank of New Zealand (Replacement of Remit for Monetary 
Policy Committee) Order 2021 comes into force on 1 March 2021;

6 note that a waiver of the 28-day rule is sought:

6.1 to mitigate legitimacy risks for MPC decisions, if the MPC took a decision under 
the current remit despite the forthcoming remit having been issued, and

6.2 on the grounds that the remit has minimal impact on the public, as it only applies 
to the MPC’s decision-making; and 
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7 agree to waive the 28-day rule so that the regulations can come into force on 1 March 
2021.

Authorised for lodgement

Hon Grant Robertson

Minister of Finance
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