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Dear  

 

Thank you for your Official Information Act request, received on 7 July 2021. You 

requested the following: 

 

Please provide any materials, including Treasury Reports, Aide Memoirs, emails, 

presentations, briefing notes and calculations in relation to: 

 

(1) New Zealand Debt Management’s (ie. The Treasury’s) accumulation of liquid 

assets since the COVID crisis, how NZDM intends to manage this going forward, 

and any other possible related implications for NZDM’s funding strategy. 

 

(2) How NZDM calculates its annual funding requirement (i.e. its “bond 

programme”) and the specific data that feeds into these calculations (can that 

data please be provided?). 

 

Please feel free to contact me via email if you have any follow-up questions, or 

need me to explain and clarify what I have requested. 

 

A Treasury official contacted you to discuss the scope of your request. On 28 July 

2021, you agreed to refine the scope of your request as below:  

 

Please provide any formal advice and briefing materials to the Minister of Finance 

and the Capital Markets Advisory Committee, in relation to: 

• New Zealand Debt Management’s (ie. The Treasury’s) accumulation of 
liquid assets since the COVID crisis, how NZDM intends to manage this 
going forward, and any other possible related implications for 
NZDM’s funding strategy. 

• How NZDM calculates its annual funding requirement (i.e. its “bond 
programme”) and the specific data that feeds into these calculations (can 
that data please be provided?). 

 
In accordance with section 15(1AA) of the Official Information Act, your request has 
been deemed to have been received by the Treasury on 28 July 2021. 
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Information being released 

 

Your request captures small sections of information in a number of documents. We 

have collated these excerpts into one document, which is attached. 

 

I have decided to release the relevant parts of the documents, subject to information 

being withheld under one or more of the following sections of the Official Information 

Act, as applicable: 

• advice still under consideration, section 9(2)(f)(iv) – to maintain the current 
constitutional conventions protecting the confidentiality of advice tendered by 
Ministers and officials, and 

• section 9(2)(i) – to enable the Crown to carry out commercial activities without 
prejudice or disadvantage. 

 

Some information has been redacted because it is not covered by the scope of your 

request. This is because the documents include matters outside your specific request. 

Information publicly available 

The following information is also covered by your request and will soon be publicly 

available on the Treasury website: 

 

Item Date Document Description Website Address 

1.  1 October 2020 Treasury Report T2020/3194: Debt 

Funding Strategy in the Context of the 

LSAP Programme 

https://www.treasury.govt.nz/p

ublications/other-official-

information/responses-official-

information-act-requests 

    

Accordingly, I have refused your request for the documents listed in the above table 

under section 18(d) of the Official Information Act: 

• the information requested is or will soon be publicly available. 

 

Some relevant information has been removed from documents listed in the above table 

and should continue to be withheld under the Official Information Act, on the grounds 

described in the documents. 

 

Information to be withheld 

 

There are additional documents covered by your request that I have decided to 

withhold in full under the following sections of the Official Information Act, as 

applicable: 

• advice still under consideration, section 9(2)(f)(iv) – to maintain the current 
constitutional conventions protecting the confidentiality of advice tendered by 
Ministers and officials, and 

• section 9(2)(i) – to enable the Crown to carry out commercial activities without 
prejudice or disadvantage. 

https://www.treasury.govt.nz/publications/other-official-information/responses-official-information-act-requests
https://www.treasury.govt.nz/publications/other-official-information/responses-official-information-act-requests
https://www.treasury.govt.nz/publications/other-official-information/responses-official-information-act-requests
https://www.treasury.govt.nz/publications/other-official-information/responses-official-information-act-requests
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Item Date Document Description Decision 

1.  6 April 2020 Aide Memoire T2020/866: Weekly New 

Zealand Debt Management Update 

Withhold relevant 

parts under 9(2)(i) 

2.  4 May 2020 Aide Memoire T2020/1243: Weekly New 

Zealand Debt Management Update – 04 May 

Withhold relevant 

parts under 9(2)(i) 

3.  18 May 2020 Aide Memoire T2020/1492: Weekly New 

Zealand Debt Management Update – 18 May 

Withhold relevant 

parts under 9(2)(i) 

4.  12 November 2020 Liquidity Buffer Strategy Discussion Withhold in full under 

9(2)(f)(iv) 

5.  5 May 2021 Liquidity Buffer Update Withhold in full under 

9(2)(f)(iv)  

In making my decision, I have considered the public interest considerations in section 

9(1) of the Official Information Act.  

 

Please note that this letter (with your personal details removed) and enclosed 

documents may be published on the Treasury website. 

 

This reply addresses the information you requested. You have the right to ask the 

Ombudsman to investigate and review my decision.  

 

Yours sincerely 

 

 

 

 

 

Matthew Collin 

Head of Portfolio Management 
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Item 1: Capital Markets Advisory Committee Paper: Funding Strategy Budget 2019– 23 
April 2019  
(This document is not covered by your request but included as it provides useful information.) 

1. Capital Markets (CM) is responsible for establishing (at the May Budget Economic and 
Fiscal Update) and reviewing (at the December Half Year Economic and Fiscal Update) the 
forecast borrowing programme for the five-year forecast period.  
 

2. CM involvement in the process crystallises three months out from each EFU. At this time 
we undertake a preliminary funding meeting, followed by a final meeting about five weeks 
out from each EFU. 
 

3. We receive the latest forecast Crown cash flows as compiled by the Treasury’s fiscal 
reporting team at each of these meetings. These are based on forecast Crown revenue and 
expenditure and incorporate previously published borrowing programme forecasts and 
upcoming bond maturities. 

 
4. We review the forecast Crown cash position over the forecast period alongside 

requirements for pre-funding of bond maturities as dictated by our liquidity policy, 
documented in the Portfolio Management Policy (PMP). We affirm, or adjust the forecast 
borrowing programme accordingly, subject to the following considerations:  
 
• Our overall objective is to maintain a minimum level of liquidity , at all points 

over the forecast period, in accordance with the requirements of the PMP. This is to 
ensure the Crown has sufficient cash available to cover short-term emergencies, if 
necessary. 

• At each point in the forecast (including the end-point) we are mindful of limiting the 
accumulation of cash, subject to the following constraints: 

o the need to fund upcoming maturities in the following year; 
o fulfilling the Government’s commitment to maintain NZGBs on issue at not less 

than 20% of GDP; and 
o maintaining a relatively smooth issuance profile through time. 

• We place value in smoothing the issuance profile through time, as this provides 
investors with greater certainty and regularity of access to the NZGS market. It reduces 
the volatility in inter-year issuance that would result from attempting to exactly match 
annual issuance to cash flows. However, this approach results in higher forecast cash 
positions in years without bond maturities.  

• We consider the forecast cash position on a monthly basis within each year. We assess 
any forecast cash shortfalls. In the first instance, if a cash shortfall is projected to last 
only a few months, we address this by increasing our forecast T-Bill issuance. We also 
have the option to use other short-term funding mechanisms such as our overdraft 
facility with the RBNZ or ECP issuance. 

• If a cash shortfall is forecast to be more enduring, we increase our forecast bond 
programme. 

• Conversely, we will reduce forecast T-Bill or bond issuance if the forecast cash position 
appears too high, subject to the constraints discussed above. 

 

 

s9(2)(i)
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Item 2: Treasury Report T2020/658: Update to 2019/20 New Zealand Government Bond 
Programme – 15 March 2020 
 

Executive Summary 
The emergent risks around COVID-19, both in terms of economic implications, as well as the 
Government’s planned fiscal response, place significant upside risk to borrowing requirements 
going forward. 
Based on pre-COVID fiscal forecasts, we were projecting the low point in the Crown’s liquidity 
(cash plus liquid financial assets) position to be around $2 billion in the coming months; we now 
know this will no longer be the case and that additional borrowing will be required. 
We estimate that an additional $6 billion will be required this fiscal year; in order to meet this 
additional funding requirement we recommend increasing the current year’s New Zealand 
Government Bond Programme by $3 billion to a total of $13 billion. The remainder of required 
funding will be met through a combination of reduced government bond buy-back activity, 
reduction in liquid asset holdings and an increase in short-term Treasury bill borrowing.  
 
Current Liquidity Position 
1. We currently have, in New Zealand Dollar terms, around $6.4 billion of cash and 

of liquid financial assets. 
2. We forecast that the vast majority of this  liquidity portfolio will be needed to 

fund cash outflows over the coming months, including a significant outflow of around $5.9 
billion when our 15 April 2020 nominal bond matures. 

3. Based on the latest fiscal forecasts, we were projecting the low point in our liquidity position 
to be around $2 billion in the coming months; we now know this will no longer be the case 
and that additional borrowing will be required to allow for the economic impacts of COVID-
19 and the Government’s fiscal response. 

 
Additional Funding Requirements 
4. Based upon the COVID response package at this point in time, and a preliminary 

assessment of the underlying economic and fiscal impacts we estimate that approximately 
an additional $6 billion of funding will be required this fiscal year.  These numbers are 
subject to significant uncertainty. 

5. In order to meet this additional $6 billion funding requirement, we recommend increasing 
the current year’s New Zealand Government Bond Programme by $3 billion to a total of $13 
billion.  Although a substantial increase (given there only remains three months in the year) 
we are comfortable that we can manage an increase of this magnitude. We do not 
recommend increases of a greater magnitude at this stage due to the impact on the funding 
programme and bond market, and because of additional funding options available to us 
(discussed below). We intend to consult with market participants on the best way to achieve 
this funding requirement and intend to release further details of our issuance intentions in 
the coming weeks (which is standard operational practice). 

6. To meet the remainder of the funding requirement we intend in increase issuance of short 
term Treasury Bills by $1 billion, and will sell other financial assets we hold to generate an 
additional $2 billion. 

7. We do not propose making any changes to future years’ borrowing programmes at this 
point in time; instead we recommend that we signal that we expect future borrowing will 
increase and this will be updated at Budget.  

 

s9(2)(i)
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Item 3: Treasury Report T2020/789: Further Updates to 2019/20 New Zealand Government 
Bond Programme – 27 March 2020 
 

Based on current Treasury estimates we believe an additional $10 billion of funding will be 
required this fiscal year, compared to estimates last week (T2020/658). If this was funded through 
the New Zealand Government Bond (NZGB) issuance, it would take the 2019/20 NZGB 
programme to $23 billion. However, with the high risk that the economic implications and fiscal 
response end up being larger than the latest estimates, we request that you approve a $30 billion 
upper limit on the NZGB Programme for 2019/20. 

Background 
1. On 15 March, you approved an increase in the annual NZGB Programme in the 2019/20 

fiscal year, by $3 billion, to $13 billion (T2020/658). The Treasury’s latest fiscal and 
economic estimates now indicate this borrowing will be insufficient to meet funding needs. 
There is also significant upside risk to borrowing requirements.  

2019/20 New Zealand Government Bond Programme 
2. Based on additional fiscal stimulus announced since the COVID-19 Economic Response 

Package, and additional fiscal and economic information, an estimated $10 billion of 
additional funding will be required in the 2019/20 fiscal year i.e. before 30 June 2020. 

3. Due to COVID-19, the economic and fiscal outlook is changing at a rapid pace. Financial 
market conditions are also volatile and largely unfavourable. The highly uncertain outlook 
suggests that the funding requirement in the 2019/20 fiscal year may be larger than current 
estimates. 

4. Consequently, we are seeking your approval to increase the annual New Zealand 
Government Bond Programme to an upper limit of $30 billion. New Zealand Debt 
Management will manage issuance within this $30 billion limit.  
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Item 4: Aide Memoire T2020/896: Weekly New Zealand Debt Management Update – 9 April 
2020 
 

 
 

 

 

Item 5: Capital Markets Advisory Committee Paper: Budget 2020 Funding Strategy Review 
– 14 April 2020 
 

1. Since the COVID-19 exercise that led to the 1 April announcement, fiscal spending forecasts 
have increased and tax revenue forecasts have deteriorated. Overall, cash requirements are 
now $90 billion higher over the forecast period (Table 1).  

2. There is a much higher degree of uncertainty surrounding the fiscal forecasts than usual. In 
early April, Cabinet approved a $50 billion COVID-19 fund. About $40 billion of the fund is 
still unallocated and forecasts simply assume one third will be spent in 2019/20 and two 
thirds in 2020/21. 

Table 1: Funding requirements relative to COVID-19 exercise ($ billion) 

 
3. In order to meet the deadline for feeding our borrowing requirements into Treasury’s 

forecasting process we made the high level assumption that borrowing will largely be 
undertaken via NZGBs, issued in NZD, with some increase to Treasury Bills (Table 3) 
issuance. 

4. Table 3: Tentative NZGB and Treasury Bill issuance plans for the forecast period 

Funding requirement 2019/20 2020/21 2021/22 2022/23 2023/24 Total
Change since COVID-19 exercise 25.7     44.5     9.4        6.6        4.7        90.8 
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Item 6: Aide Memoire T2020/1034: Weekly New Zealand Debt Management Update – 17 
April 2020 
 

This resulted the Crown Settlement Account held at the RBNZ being overdrawn by $2.4 billion at 
the end of Wednesday and we expect this to remain overdrawn until 7th of May. 

 

 
 

 

Item 7: Aide Memoire T2020/1152: Weekly New Zealand Debt Management Update – 24 
April 2020 
 

Year ending 30 June (face value) 2020 2021 2022 2023 2024 Total
Gross NZGB issuance (NZ$ billion) 30.0 70.0 35.0 30.0 25.0 190.0
NZGB maturities and repurchases (NZ$ billion) 5.4 11.1 0.0 16.0 16.0 48.5
Net NZGB issuance (NZ$ billion) 24.6 58.9 35.0 14.0 9.0 141.5
NZGBs on issue (NZ$ billion) 95.2 154.1 189.1 203.1 212.1 n/a
NZGBs on issue (% of GDP) 32% 53% 58% 58% 57% n/a
Forecast T-Bills on issue (NZ$ billion) 10 10 10 10 10 n/a
Change in NZGB issuance (BEFU relative to HYEFU) 20 60 27 22 19 148
Change in T-bills on issue (BEFU relative to HYEFU) 6 6 6 6 8 n/a

s9(2)(i)
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Last Friday, we overdrew our Crown Settlement Account by $2.5 billion dollars, and we currently 
see this being the lowest cash point in the short term. 

The liquidity management focus is now rebuilding our cash and liquid asset position with the 
intent to start building up a liquidity buffer. 

 
 

 

Item 8: Capital Markets Advisory Committee Paper: Budget 2020 Funding Strategy – 28 
April 2020 
 

1. Subsequent to 14 April meeting, the Fiscal Reporting team at the Treasury received 
additional details on the spending profile. The cash requirements remain broadly the same 
overall, however, the phasing has changed with less spending estimated for the period to 
June 2021 and more in the period from 2021/22. (Table 1). 

Table 1: Funding requirements relative to 14 April paper ($ billion) 

 
2. We considered leaving the borrowing programme unchanged, to provide a larger cash 

buffer if unexpected funding requirements were to arise near-term. However, doing so 
would have led to the estimated cash balance being greater than $40 billion at June 2021. 
As this is visible in the published fiscal forecasts, this could lead to the perception that we 
are aware of additional fiscal spending in 2020/21 that has not yet been announced. 

3. Consequently, we decided it was prudent to change the phasing of borrowing, while still 
being able to retain sizeable cash balances, along with a downward trend in NZGB 

Funding requirement ($billion) 2019/20 2020/21 2021/22 2022/23 2023/24 Total
Change since previous numbers -9.0 -19.3 +16.6 +10.2 +0.1 -1.4

s9(2)(i)
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borrowing programmes after 2020/21 (Table 2).  In total, the 2019/20 and 2020/21 NZGB 
borrowing programmes have been reduced by $15 billion.  

Table 2: NZGB and Treasury bill (T-bill) issuance plans for the forecast period 

 
 

4. That said, with forecast cash balances remaining elevated, it provides us with a notable 
buffer if funding requirements do increase, alongside other debt funding options should they 
be required.  
 

 

Item 9: Treasury Report T2020/1274: Core Crown Borrowing Programme 2020/21 – 1 May 
2020 
 

Underlying forecast cash flows have deteriorated by $120 billion since the Half Year Economic 
and Fiscal Update (HYEFU) 2019.1 Overall, NZGB issuance is forecast to be $148 billion higher 
than at HYEFU 2019. Larger than usual cash balances are forecast, to account for heightened 
uncertainty of cash requirements, and to mitigate the risk that, at times, accessing markets may 
be more challenging.  

 

Forecast Borrowing Programme 

1. The New Zealand Government’s funding task is no different, with an unprecedented increase 
in forecast cash requirements. The estimated funding requirements are about $120 billion 
higher than forecast at HYEFU 2019 (Table 1). With some of the increase in fiscal spending 
being only temporary, the forecast increase in funding requirements is higher in the 2020/21 
and 2021/22 fiscal years.  

Table 1: Funding requirements relative to HYEFU 2019 ($ billion) 

 
2. Consequently, the forecast borrowing programme has increased over the period. The 

borrowing programme includes issuance of both New Zealand Government Bonds (NZGB) 
and Treasury Bills. Both instruments have increased forecast issuance. 

3. While the 2019/20 NZGB programme is expected to be $25 billion, unchanged from the 
forecast we published on 1 April 2020, the forecast borrowing programmes in all other 
years (2020/21 and onwards) of the forecast period have increased.  

4. Consequently, we are seeking your approval for a $60 billion NZGB programme in 
2020/21, $50 billion higher than you approved at HYEFU (Table 2). Similarly, the estimated 

 
1 Underlying cash flows may differ from those represented in the fiscal forecasts for a range of reasons, for example Reserve 

Bank flows and eliminations. 
 

Year ending 30 June (face value) 2020 2021 2022 2023 2024 Total
Gross NZGB issuance (NZ$ billion) 25.0 60.0 40.0 35.0 30.0 190.0
NZGB maturities and repurchases (NZ$ billion) 5.4 11.1 0.0 16.0 16.0 48.5
Net NZGB issuance (NZ$ billion) 19.6 48.9 40.0 19.0 14.0 141.5
NZGBs on issue (NZ$ billion) 90.2 139.1 179.1 198.1 212.1 n/a
NZGBs on issue (% of GDP) 30% 47% 55% 56% 57% n/a
Forecast T-Bills on issue (NZ$ billion) 10 10 10 10 10 n/a
Change in NZGB issuance (relative to last forecast -5 -10 5 5 5 0
Change in T-bills on issue (relative to last forecast) 0 0 0 0 0 n/a

Funding requirement ($billion) 2019/20 2020/21 2021/22 2022/23 2023/24 Total
Change since HYEFU 2019 21 31 33 23 12 120
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2021/22, 2022/23 and 2023/24 NZGB programmes have increased by significant amounts 
to be $40 billion, $35 billion and $30 billion.  

5. Forecasts for T-Bills on issue at end-June are $10 billion across the forecast horizon. 
Table 2: Forecast Core Crown borrowing programme 

 
6. The increase in the borrowing programme is higher than the change in funding 

requirements and issuance is also tilted towards the early part of the forecast period. As a 
result, larger cash balances than we would typically forecast are shown over the forecast 
horizon. The reasons for this are: 
a. There is a much higher risk than usual that actual cash requirements will be larger 

and/or more front-loaded than has been forecast. If funding requirements prove 
greater than forecast we will have a cash buffer, without having to again publically 
increase our bond programme forecasts. Investors prefer as much clarity and 
certainty as possible about future plans. It also means that, if funding requirements 
were to increase substantially, the increase in the rate of issuance can be better 
managed.  

b. Contingent liabilities (that are generally not accounted for in forecasts) are higher, with 
some having a greater likelihood of materialising than prior to the COVID-19 
pandemic. 

c. Issuance at each weekly tender in 2020/21 is expected to be circa $1 billion, consistent 
with weekly issuance in April 2020, but much higher than historically, and at a time of 
increased market uncertainty. If market conditions are not conducive for issuance at 
any point of time, the ability for the Crown to make payments will not be impacted. It 
reduces the need to call on our overdraft with the Reserve Bank. It also provides time 
to adjust the issuance profile of bonds offered at tenders or alter the issuance 
strategy.  

d. As it is an election year, there are additional challenges in finding suitable windows for 
larger, syndicated transactions in the first half of the 2020/21 fiscal year. 

 

 
Item 10: Aide Memoire T2020/1417: Weekly New Zealand Debt Management Update – 11 
May 2020 
 

After receiving both PAYE tax and provisional tax payments, combined with NZDM funding 
proceeds, our cash balance returned to a positive balance this week. We see our cash balance 
remaining positive for the near future as we look to rebuild our liquidity buffers.  

Year ending 30 June (face value) 2020 2021 2022 2023 2024 Total
Gross NZGB issuance (NZ$ billion) 25.0 60.0 40.0 35.0 30.0 190.0
NZGB maturities and repurchases (NZ$ billion) 5.4 11.1 0.0 16.0 16.0 48.5
Net NZGB issuance (NZ$ billion) 19.6 48.9 40.0 19.0 14.0 141.5
NZGBs on issue (NZ$ billion) 90.2 139.1 179.1 198.1 212.1 n/a
NZGBs on issue (% of GDP) 30% 47% 55% 56% 57% n/a
Forecast T-Bills on issue (NZ$ billion) 10 10 10 10 10 n/a
Change in NZGB issuance (BEFU relative to HYEFU) 15 50 32 27 24 148
Change in T-bills on issue (BEFU relative to HYEFU) 7 6 6 6 8 n/a
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Item 11: Q&A for Minister of Finance: Budget 2020 – Borrowing Programme 
Announcement – 11 May 2020 
 

What changes have been made since HYEFU 2019? 

1. Overall, total gross bond issuance is forecast to be $148 billion higher than forecast at HYEFU 2019. 
As shown in the table above all years of the forecast programme have been increased, relative to 
HYEFU. That said, the $25 billion programme in the 2020 fiscal year is unchanged from the programme 
announced on 1 April 2020. 

2. Some of this borrowing is to repay bonds that are maturing within the forecast period. 
Therefore, total net issuance is $142 billion (relative to $190 billion gross issuance).   

3. T-Bills are instruments that are issued with 12 months, or less, to maturity. T-Billson issue 
at end-June have been increased to $10 billion for each year in the forecast period. This 
increase helps provide for short-term cash needs. 

 Why are changes of this magnitude required? 
4. The government has increased spending to cushion the impact to the economy from the 

COVID-19 pandemic. In addition, the economic outlook has deteriorated, meaning 
decreased tax receipts and higher welfare payments are forecast, relative to HYEFU 2019. 
Overall, the BEFU cash deficits total about $130 billion more than HYEFU over the five year 
forecast period2. 

5. Most of the issuance is to fund the cash deficits. However, the forecast cash proceeds are 
higher than cash deficits and issuance has been front-loaded towards the early part of the 
forecast period. This results in sizeable cash buffers, that are larger than Treasury would 

 
2 The BEFU cash deficits differ slightly from NZDM’s funding requirements ($120 billion) for a range of 
reasons, for example Reserve Bank flows and eliminations.  

s9(2)(i)
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typically forecast. This is prudent given uncertainty around central fiscal and economic 
forecasts is greater than usual given the evolving COVID-19 environment. This also 
provides some protection if we the Treasury encounters periods when the market backdrop 
is less conducive to issuance. 

 

 
Item 12: Aide Memoire T2020/1574: Weekly New Zealand Debt Management Update – 25 
May 2020 
 

Going forward, and with a strong cash position, we intend to begin purchasing high quality short-
dated liquid assets again. We also remain cognisant of how quickly our cash position can 
change, so we intend to keep higher cash balances until we have more certainty. 

 

 

 

 

Item 13: Aide Memoire T2020/1669: Weekly New Zealand Debt Management Update – 02 
June 2020 
 

We remain in a strong cash position with a cash balance of around NZ$8 billion. We see the 
immediate liquidity pressures subsiding and we are cautiously returning to undertaking purchases 
of short-dated highly liquid financial investments. Our longer-term forecasts suggest we will have 
a higher than historical cash buffer. 

s9(2)(i)
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Item 14: Aide Memoire T2020/1770: Fortnightly New Zealand Debt Management Update – 
15 June 2020 
 

We continue to be in a strong cash position with around NZ$8 billion, which we expect to remain 
relatively unchanged over the coming weeks. Immediate requirements on liquidity will be from the 
extension of the wage subsidy and income relief payments, these are in our forecasts and do not 
foresee any issues. We have continued with a small amount of investment activity as we look to 
rebuild these books. 

 

 

Item 15: Aide Memoire T2020/2062: Fortnightly New Zealand Debt Management Update – 
29 June 2020 
 

We currently have a very strong cash position of around NZ$15 billion. A high proportion this is 
the proceeds from the 2024 syndication, where NZ$7.0 billion was issued. There has also been 
lower than expected uptake of some of the CRRF loan schemes. We forecast a strong cash 
position over the immediate term and have continued to gradually increase our liquid financial 
asset investment activity, in line with the increased cash position. 
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Item 16: Treasury Report T2020/2723: PREFU 2020 Core Crown Borrowing Programme 
Update – 5 August 2020 
 

In the 2019/20 fiscal year, issuance of New Zealand Government Bonds (NZGB) totalled NZ$29 
billion, compared to NZ$25 billion forecast at the Budget Economic and Fiscal Update (BEFU) 
2020. In addition, forecast fiscal flows, over the forecast period (2020/21 to 2023/24), have 
improved by about NZ$7 billion since BEFU 20203. Consequently, in total, over the forecast 
period, expected cash requirements are lower by NZ$11 billion, relative to BEFU. 

For the 2020/21 fiscal year, we are seeking your approval for a decrease in the NZGB 
borrowing programme from NZ$60 billion to NZ$50 billion. Changes in the phasing of the 
forecast cash requirements has led us to redistribute the forecast borrowing programme. We 
have decreased the 2021/22 NZGB programme, by NZ$5 billion, and increased the 2023/24 
NZGB programme by NZ$5 billion. The 2022/23 forecast NZGB borrowing programme and the 
forecasts for Treasury Bills (T-Bills) on issue at end-June for all years are unchanged.  
Forecast Core Crown Borrowing Programme 

 
Despite the lower forecast NZGB borrowing programme, the forecast cash buffer remains high 
(circa. NZ$20 to NZ$30 billion), as forecast at BEFU. This is to mitigate risks should funding 
requirements increase rapidly relative to forecasts. 

Forecast Borrowing Programme 
1. Expected cash requirements over the forecast period (2020/21 to 2023/24) have reduced by 

approximately NZ$11 billion since BEFU 2020. The reduction in cash requirements is due to 
a combination of: 
i a higher cash position at end-June 20204 
ii an improvement in forecast fiscal cash flows 
iii change in the composition of the forecast borrowing programme, and 
iv lower underlying forecast interest rates.  

2. Consequently, the total expected borrowing programme has decreased by NZ$10 billion 
over the forecast period. The borrowing programme includes issuance of both New Zealand 
Government Bonds (NZGB) and Treasury Bills (T-Bills). We have changed forecast 
issuance only for NZGBs. 

3. As a result, we are seeking your approval for a NZ$50 billion NZGB programme in 
2020/21, NZ$10 billion lower than you approved at BEFU 2020. Forecasts for T-Bills on 
issue at end-June 2021 are unchanged, at NZ$10 billion. 
Table 1: Forecast Core Crown Borrowing Programme 

 
3  These fiscal forecasts will differ slightly from those represented in the Treasury’s fiscal forecasts for a range of reasons, for 

example Reserve Bank flows and Crown eliminations. 
4  This was primarily driven by the increased 2019/20 borrowing programme of NZ$29 billion, relative to NZ$25 billion forecast at 

BEFU. While NZ$25 billion was forecast at BEFU, you provided us with approval for an upper limit of NZ$30 billion for the 
2019/20 NZGB borrowing programme, to enable additional operational flexibility. 

Year ending 30 June (face value) 2020 2021 2022 2023 2024 Total
Gross NZGB issuance (NZ$ billion) 29 50 35 35 35 184
Forecast T-Bills on issue (NZ$ billion) 10 10 10 10 10 n/a
Change in NZGB issuance (relative to BEFU) +4 -10 -5 0 +5 -6
Change in T-bills on issue (relative to BEFU) 0 0 0 0 0 n/a
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4. The phasing for the forecast fiscal cash flows has also changed. Less cash is now forecast 
to be required in the first two years of the forecast period, but additional funding is forecast 
to be required in 2023/24 (Table 2), consistent with changes to the Treasury’s economic 
forecasts. The change in phasing has led to a NZ$5 billion reduction in the 2021/22 NZGB 
programme and a NZ$5 billion increase in the 2023/24 NZGB programme. The NZGB 
borrowing programme in 2022/23 is unchanged, as are forecasts for T-Bills on issue at 
year-end, of NZ$10 billion. 
 
Table 2: Change in forecast fiscal flows relative to BEFU (negative indicates less 
funding is required) 

 
 

5. Considerable uncertainty remains around future economic activity, and the timing and 
magnitude of fiscal spending. Consequently, a high cash balance is retained across the 
forecast period, closely aligned to that forecast at BEFU (Table 3). Additional funding 
capability is also available. 
Table 3: Year-end NZD cash balance at PREFU and BEFU (NZ$ billion) 

 
 

 

Item 17: Capital Markets Advisory Committee Paper: Pre-Election Update 2020/21 Funding 
Strategy – 12 August 2020 
 

1. Overall, forecast information received ahead of PREFU indicates slightly lower funding 
requirements over the forecast period (1 July 2020 to 30 June 2024) relative to the BEFU 
forecasts. This is due to a combination of factors: 
a. The cash balance at 30 June 2020 was higher than forecast at BEFU: 

i Over the 2019/20 fiscal year, NZ$29 billion of NZGBs were issued, compared 
with NZ$25 billion forecast at BEFU, driven by higher than anticipated volume 
achieved in the 2024 nominal NZGB syndication in June. The decision to accept 
NZ$7 billion of bids at the syndication was influenced by the fact the syndication 
book was large, pricing favourable, and the composition of investor types was of 

Year ending 30 June (face value) 2020 2021 2022 2023 2024 Total
Gross NZGB issuance (NZ$ billion) 29 50 35 35 35 184
NZGB maturities and repurchases (NZ$ billion) 5 11 0 16 12 45
Net NZGB issuance (NZ$ billion) 24 39 35 19 23 139

NZGBs on issue (NZ$ billion) 94 133 168 187 210 n/a
NZGBs on issue (% of GDP) 31% 44% 53% 55% 58% n/a
Forecast Treasury Bills on issue (NZ$ billion) 10 10 10 10 10 n/a

Change in NZGB issuance (relative to BEFU) +4 -10 -5 0 +5 -6
Change in T-bills on issue (relative to BEFU) 0 0 0 0 0 n/a

Funding requirement ($billion) 2019/20 2020/21 2021/22 2022/23 2023/24 Total
Change since BEFU 2.7 -3.5 -8.8 -2.3 8.8 -3.1

Year ending 30 June 2020 2021 2022 2023 2024
BEFU 2020 13 28 32 25 28
PREFU 2020 18 24 31 26 29
Difference +6 -4 -1 +1 +1
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high quality. Continued uncertainty in the funding outlook also suggests front-
loading our significant funding task, where practical. 

ii T-Bills and ECP on issue were slightly higher at end-June 2020 than forecast at 
BEFU. However, this is forecast to unwind, with T-Bills on issue at end-June 
2021 still expected to be NZ$10 billion and no issuance of ECP included in the 
forecasts. 

iii Departmental cash balances were higher than forecast at BEFU. These are 
forecast to largely unwind, although to still contribute NZ$2 billion to a higher 
cash balance by the end of the forecast period. 

iv Overall, the higher cash balance at 30 June 2020, than forecast at BEFU, has 
reduced funding requirements by NZ$6 billion.  

b. An improvement in the forecast fiscal flows are attributable to: 
i There are now more accurate costing estimates for COVID-19 policy initiatives. 

These estimates are lower5 than assumed at BEFU. 
ii Change in forecast economic activity. In total, forecast tax receipts are 

cumulatively lower over the forecast period. That said, in the near-term activity 
is expected to be slightly higher than forecast at BEFU (leading to higher tax 
receipts), while later in the forecast period the outlook has deteriorated. The 
update to the forecast economic activity is a driver of the change in phasing for 
cash requirements. 

iii Overall, fiscal flows have improved by around NZ$3 billion. 
 

Table 1: Change in forecast fiscal flows relative to BEFU (negative indicates less funding is 
required) 

 
c. NZGB portfolio construction: 

i Interest rates are forecast to be lower than at BEFU, leading to higher cash 
received per face value of existing bonds issued and lower coupon payments 
per face value of new bond issued. However, lower interest rates also lead to 
lower forecast investment returns, which provides a partial offset. 

ii Composition change to NZGB issuance plans. Due to timeframes, issuance in 
the BEFU forecasts did not fully reflect the Funding Strategy. Subsequently, we 
constructed a more accurate and detailed issuance plan. PREFU forecasts fully 
reflect the Funding Strategy. Overall, this had led to lower, on average, forecast 
cash received per face value of issuance.6 

iii The detailed issuance plan also includes a higher number of new NZGB lines. It 
is assumed the RBNZ will hold a certain volume of new NZGB lines, as non-
market bonds, as per standard practice. This has increased forecast cash 
received by about NZ$1.2 billion.  

 
5 Consequently, the size of the COVID Response and Recovery Fund (CRRF) in the fiscal forecasts is now NZ$45 billion. 
A decision is still to be made on whether the ‘savings’ relative to original estimates will be recycled back into the fund 
to bring it back up to the original NZ$50 billion. 
6 It is not possible to separate the specific dollar value impact from the change to the composition and lower interest 
rates. The total impact of these are NZ$2.2 billion, which can be split into net interest payments being lower by NZ$1.8 
billion and the premium over face value at issuance being lower by NZ$4.0 billion (i.e. bonds are issued closer to par, 
largely from the way IIBs are modelled). 

Funding requirement ($billion) 2019/20 2020/21 2021/22 2022/23 2023/24 Total
Change since BEFU 2.7 -3.5 -8.8 -2.3 8.8 -3.1
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iv Issuance into the 2024 nominal NZGB is forecast to be almost NZ$3 billion 
lower than forecast at BEFU. This has directly led to lower cash required over 
the forecast period as the 2024 bonds mature within the forecast period to 30 
June 2024. 

v Overall, NZGB portfolio construction considerations contribute to NZ$2 billion 
less funding being required over the forecast period. 

In summary, the higher starting cash balance, improvement in forecast fiscal flows, and 
NZGB portfolio construction, result in a total of NZ$11 billion less funding required over the 
forecast period. It is also important to note the distributional impact of flows, which suggests 
less immediate need for funding but increased funding required later in the forecast period. 

2. Historic practise has been to have a high threshold for changing the core Crown borrowing 
programme at a PREFU. This is because, historically, forecast information has been 
unlikely to change much between BEFU and PREFU, and there is a desire to limit major 
changes to borrowing forecasts ahead of elections. Consequently, any changes to the 
borrowing programme need to be able to be clearly and explicitly articulated.  

3. Leaving the headline programme unchanged for this PREFU, was not seen as a viable 
option as it would not acknowledge that we have over-funded by NZ$4 billion in 2019/20 
relative to BEFU forecasts. In addition, due to the cumulative changes described above, it 
would have resulted in forecast cash buffers of between NZ$35-50 billion in each year of 
the forecast period. This was viewed as presenting practical cash management challenges 
and also reputational considerations of forecasting an ultra large buffer over a prolonged 
period7.  

4. Ultimately, changes to the core Crown borrowing programme have been made to ensure 
the forecast cash buffer at each year end is broadly consistent with the cash buffers 
forecast at BEFU. The cash position at the end of the forecast period is little changed from 
BEFU.  

Table 2: NZD cash balance at PREFU and BEFU (NZ$ billion) 

 
5. Overall, this has led to a net reduction in the NZGB borrowing programme of NZ$10 billion, 

made up of a NZ$10 billion reduction in 2020/21, a NZ$5 billion reduction in 2021/22, and 
an increase of NZ$5 billion in 2023/24 (Table 3). This results in notable forecast cash 
buffers remaining that could be utilised alongside other debt funding options, in the event 
funding requirements increase. 

Table 3: NZGB and T-bill issuance plans for the forecast period 

 
 

 
7 For context on the magnitude of the cash balance, from the 2019 Half Year Update to the PREFU forecasts, forecast fiscal flows for the 2019/20 
year deteriorated by over NZ$20 billion. 

Year ending 30 June 2020 2021 2022 2023 2024
BEFU 2020 13 28 32 25 28
PREFU 2020 18 24 31 26 29
Difference +6 -4 -1 +1 +1

Year ending 30 June (face value) 2020 2021 2022 2023 2024 Total
Gross NZGB issuance (NZ$ billion) 29 50 35 35 35 184
NZGB maturities and repurchases (NZ$ billion) 5 11 0 16 12 45
Net NZGB issuance (NZ$ billion) 24 39 35 19 23 139
NZGBs on issue (NZ$ billion) 94 133 168 187 210 n/a
NZGBs on issue (% of GDP) 31% 44% 53% 55% 58% n/a
Forecast Treasury Bills on issue (NZ$ billion) 10 10 10 10 10 n/a
Change in NZGB issuance (relative to BEFU) +4 -10 -5 0 +5 -6
Change in T-bills on issue (relative to BEFU) 0 0 0 0 0 n/a
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Item 18: Aide Memoire T2020/3028: Revised PREFU – Update to Core Crown Borrowing 
Programme – 7 September 2020 
 

These forecasts, which showed only marginal changes to cash requirements, have been 
incorporated into the core Crown borrowing programme forecasts. This Aide Memoire is to 
advise you that we have made no changes to the PREFU core Crown borrowing 
programme forecasts. 

Revised PREFU forecasts show marginally lower cash is required over the forecast period, 
with any positive cash flow variances largely offset by negative cash flow variances (Table 1). 

Table 1: Funding requirement change from PREFU to revised PREFU (negative indicates less 
cash is required) 

 

 

Consequently, we have made no changes to the forecast New Zealand Government Bond 
programme, that you approved at PREFU (T2020/2723 refers). Forecasts for Treasury Bills on 
issue in each year of the forecast period are also unchanged (Table 2). In addition, the revised 
PREFU forecast cash balances are very similar to those forecast at PREFU, which closely align 
to those forecast at Budget 2020. 

Table 2: Revised PREFU Core Crown Borrowing Programme Forecast 

 

 

 

Item 19: Capital Markets Advisory Committee Paper: Preliminary Half Year Update 2020/21 
Funding Strategy – 12 November 2020 
 

1. Overall, preliminary HYEFU forecast information indicates lower funding requirements over 
the forecast period (1 July 2020 to 30 June 2024) relative to PREFU forecasts, of NZ$14.5 
billion. The key drivers for this difference are: 
a. An improvement in forecast fiscal flows (Table 1). These were driven by an 

improvement in the economic outlook (including recent outturns), with forecasts for 
tax receipts around NZ$12 billion higher and welfare payment forecasts about NZ$2 
billion lower.8 

 
Table 1: Change in forecast fiscal flows relative to PREFU (negative indicates less funding is 
required) 

 

 
8 Other parts of the fiscal forecasts also have an impact, although these largely offset each other and are small relative to changes in tax receipt 
and welfare payment forecasts. 

Funding requirement ($billion) 2020/21 2021/22 2022/23 2023/24 Total
Change since PREFU -0.4 -0.2 +0.3 +0.3 -0.1

Year ending 30 June (face value) 2020 2021 2022 2023 2024 Total 
Gross NZGB issuance (NZ$ billion) 29 50 35 35 35 184
Forecast T-Bills on issue (NZ$ billion) 12 10 10 10 10 n/a

Funding requirement ($billion) 2020/21 2021/22 2022/23 2023/24 2024/25 Total
Change since PREFU -2.4 -4.0 -3.3 -4.8 n/a -14.5
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b. Lower forecast interest rates than forecast at PREFU. Over the forecast period, the 

lower interest rates on the borrowing programme lead to lower cash requirement of 
around NZ$2 billion9. 
 

2. We believe it is still appropriate for our forecast NZGB programme to imply a sizable cash 
buffer, given uncertainty in the outlook and that downside risks have not materially abated. 
Consequently, changes to the core Crown borrowing programme were made to ensure the 
forecast cash buffer at each year-end is broadly consistent with the cash buffers forecast at 
PREFU (Table 2). The cash position at the end of the forecast period is little changed from 
BEFU.  

Table 2: NZD cash balance at HYEFU prelim and PREFU (NZ$ billion) 

 
3. Following our discussion with you regarding the Liquidity Buffer Strategy Discussion 

(agenda item 6.0) we plan to undertake quantitative analysis that will inform the optimal size 
of the cash buffer. In the meantime, a reasonably conservative approach seems prudent. 

 
4. Overall, we have reduced the forecast NZGB borrowing programme by NZ$15 billion, made 

up of a NZ$5 billion reduction in 2021/22, 2022/23, and 2023/24 (Table 3). This results in 
notable forecast cash buffers remaining that could be utilised alongside other contingent 
funding options, in the event funding requirements increase substantially, or suddenly. 

 

Table 3: NZGB and T-bill issuance plans for the forecast period 

 
 

5. There is, however, a high likelihood the forecast fiscal flows change materially between now 
and the final HYEFU forecasts. The preliminary HYEFU forecasts do not include any 
changes to the operating or capital allowances since PREFU. There is also no change in 
fiscal policy from PREFU10 included. The first Cabinet meeting for the new Government is in 
mid-November, with decisions likely to be made during this meeting. Consequently, the 
changes between now and final HYEFU forecast could be substantial, with risks in both 
directions. 

 

 

 
9 Lower interest rates also lead to a lower return on Treasury’s assets, which provides a partial offset. 
10 For example, the Labour party campaigned on introducing a higher tax bracket, however, this change is not part of the preliminary HYEFU 
forecasts. 

Year ending 30 June (face value) 2020 (Unaudited 
actual) 2021 2022 2023 2024 2024 Total (forecast 

period)
Gross NZGB issuance (NZ$ billion) 29.0 50.0 30.0 30.0 30.0 25.0 165.0
NZGB maturities and repurchases (NZ$ billion) 5.4 11.1 0.0 15.7 12.9 14.6 54.3
Net NZGB issuance (NZ$ billion) 23.6 38.9 30.0 14.3 17.1 10.4 110.7

NZGBs outstanding (NZ$ billion) 94.2 133.1 163.1 177.4 194.5 204.9 n/a
NZGBs outstanding (% of GDP) 31% 42% 50% 51% 52% 52% n/a
Forecast T-Bills on issue (NZ$ billion) 11.9 10.0 10.0 10.0 10.0 10.0 n/a

Change in NZGB issuance (relative to PREFU) n/a 0.0 -5.0 -5.0 -5.0 n/a -15.0
Change in T-Bills on issue (relative to PREFU) n/a 0.0 0.0 0.0 0.0 n/a n/a

Year ending 30 June 2021 2022 2023 2024 2025
PREFU 2020 24 31 27 29 0
HYEFU 2020 26 34 28 29 29
Difference +1 +2 +1 +0 n/a
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Item 20: Treasury Report T2020/3611: HYEFU Core Crown Borrowing Programme 2020/21 
Update – 3 December 2020 
 
Executive Summary 
The Half Year Economic and Fiscal Update (HYEFU) forecast fiscal flows have improved since 
the Pre-Election Economic and Fiscal Update (PREFU), by around NZ$27 billion in the four years 
to 2023/24. Consequently, lower cash is now required over that period and the forecast core 
Crown borrowing programme has decreased. 
Although the economic and fiscal outlook has improved from earlier this year, forecast core 
Crown cash requirements remain high relative to history and significant uncertainty remains. 

For the 2020/21 fiscal year, we are seeking your approval for a New Zealand Government 
Bond (NZGB) borrowing programme of NZ$45 billion, NZ$5 billion lower than approved at 
PREFU. Similarly, we have decreased the 2021/22, 2022/23, and 2023/24 forecast NZGB 
programmes by NZ$5 billion each, to NZ$30 billion. The forecasts for Treasury Bills (T-Bills) on 
issue at end-June for all years are also lower. In total, the core Crown borrowings (NZGBs and T-
Bills) on issue will be NZ$24 billion lower at end-June 2024 than forecast at PREFU.  
The borrowing programme for the 2024/25 year has also been added to the forecasts, with 
NZ$25 billion of NZGB issuance expected. 
Forecast Core Crown Borrowing Programme 

 
Despite the lower forecast NZGB programme, the forecast cash buffer remains high (circa. 
NZ$30 billion) in each year of the forecast period, as forecast at PREFU and BEFU. This is to 
mitigate risks should funding requirements increase rapidly relative to forecasts. 

Forecast Borrowing Programme 
1. Expected cash requirements over the PREFU forecast period (2020/21 to 2023/24) have 

reduced by approximately NZ$27 billion since PREFU. The reduction in cash requirements 
is primarily driven by a change in forecast fiscal flows (Table 1). 
Table 1: Change in forecast fiscal flows relative to PREFU (negative indicates less 
funding is required) 

 
2. Consequently, the total forecast core Crown borrowings will be NZ$24 billion lower at end-

June 2024. The borrowing programme includes issuance of both New Zealand Government 
Bonds (NZGB) and Treasury Bills (T-Bills). We have changed forecast issuance for both 
NZGBs and T-Bills. 

3. We are seeking your approval for a NZ$45 billion NZGB programme in 2020/21, a 
reduction of NZ$5 compared to that you approved at PREFU 2020 (Table 2). Forecasts for 
T-Bills on issue at end-June 2021 are lower by NZ$2 billion, relative to PREFU, reflecting 
the current run-rate of T-Bill issuance. 
Table 2: Forecast Core Crown Borrowing Programme 

Year ending 30 June (face value) 2021 2022 2023 2024 2025 Total
Gross NZGB issuance (NZ$ billion) 45 30 30 30 25 160
Forecast T-Bills on issue (NZ$ billion) 8 6 6 6 6 n/a
Change in NZGB issuance (relative to PREFU) -5 -5 -5 -5 n/a -20
Change in T-Bills on issue (relative to PREFU) -2 -4 -4 -4 n/a n/a

Funding requirement ($billion) 2020/21 2021/22 2022/23 2023/24 2024/25 Total
Change since PREFU -9.1 -6.4 -5.1 -6.0 n/a -26.6
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4. The improvement in the forecast fiscal cash flows has also led to a reduction of NZ$5 billion 
in the 2021/22, 2022/23, and 2023/24 forecast NZGB programmes. As per usual practice at 
HYEFU, an additional year has been added to forecasts. The NZGB programme for the 
2024/25 year is set at NZ$25 billion. 

5. The forecasts for T-Bills on issue at year-end have also been reduced, by between NZ$2 
billion and NZ$4 billion across the forecast period. Increased T-Bill issuance was an 
important aspect of rapidly responding to the larger funding requirements arising from the 
response to the COVID-19 pandemic. It allowed impacts on the longer-term bond 
programme to be smoothed.  We now consider a lower amount of T-Bills on issue to be 
appropriate in order to reduce short-term refinancing risk. It will also create some additional 
capacity should short-term funding be required in the future. We will continue with a flexible 
approach to T-Bill issuance, with T-Bills on issue varying based on short-term cash 
requirements and market conditions. More broadly, we expect T-Bills on issue to vary 
between NZ$5 billion and NZ$10 billion across the forecast period. This level of T-Bills on 
issue is higher than prior to the COVID-19 pandemic, but we view this as appropriate given 
overall government debt outstanding has increased. 

6. Considerable uncertainty remains around future economic activity, and the timing and 
magnitude of fiscal spending. Consequently, a high cash balance is retained across the 
forecast period, closely aligned to that forecast at PREFU (Table 3). 

Table 3: Treasury’s forecast year-end NZD cash balance11 (NZ$ billion) 

 
 

 

Item 21: Capital Markets Advisory Committee Paper: Final Half Year Update 2020/21 
Funding Strategy and key considerations for the Funding Strategy – 25 February 2021 
 

2. After this, as per usual practice, we received the final fiscal flows forecasts to be 
incorporated in the HYEFU, published on 16 December. These showed an improvement in 
the forecast fiscal flows of NZ$11 billion relative to the preliminary HYEFU information 
(Table 1). This was largely due to higher tax receipts (owing to an improvement in the 
economic outlook forecasts and the introduction of the new higher tax bracket). 

 

 
11  This include NZDM and departmental cash sweep 

Year ending 30 June (face value) 2020 
(Actual) 2021 2022 2023 2024 2025 Total (forecast 

period)
Gross NZGB issuance (NZ$ billion) 29.0 45.0 30.0 30.0 30.0 25.0 160.0
NZGB maturities and repurchases (NZ$ billion) 5.4 11.1 0.0 15.9 13.5 13.7 54.2
Net NZGB issuance (NZ$ billion) 23.6 33.9 30.0 14.1 16.5 11.3 105.8

NZGBs outstanding (NZ$ billion) 94.2 128.1 158.1 172.2 188.7 200.0 n/a
NZGBs outstanding (% of GDP) 31% 41% 48% 49% 51% 50% n/a
Forecast T-Bills on issue (NZ$ billion) 11.9 8.0 6.0 6.0 6.0 6.0 n/a

Change in NZGB issuance (relative to PREFU) n/a -5.0 -5.0 -5.0 -5.0 n/a -20.0
Change in T-Bills on issue (relative to PREFU) n/a -2 -4 -4 -4 n/a n/a

Year ending 30 June 2021 2022 2023 2024 2025
PREFU 2020 24 31 27 29 0
HYEFU 2020 25 32 28 30 29
Difference +0 +1 +1 +1 n/a
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Table 1: Change in cash requirements from preliminary forecasts (negative means less 
cash is required) 

 
 

3. Consequently, the core Crown borrowing programme was reduced. The changes to the 
core Crown borrowing programme were made to ensure the forecast cash balances remain 
similar to that presented to you at preliminary HYEFU (Table 2). 
 

Table 2: Treasury’s forecast year-end NZD cash balance12 (NZ$ billion) 

 
 

4. Overall, the NZGB programme was reduced by NZ$5 billion in the 2020/21 fiscal year 
relative to preliminary forecasts (Table 3). All other years of the forecast NZGB programme 
were unchanged. The forecasts for Treasury bills (T-Bills) on issue were also reduced, by 
NZ$2 billion in 2020/21 and NZ$4 billion in the remaining forecast years. 
 
Table 3: Change in core Crown borrowing programme from preliminary to final 
HYEFU 

 

 
 

5. We now consider a lower amount of T-Bills on issue to be appropriate in order to reduce 
short-term refinancing risk and create additional capacity should short-term funding be 
required. We will continue with a flexible approach to T-Bill issuance, with T-Bills on issue 
varying based on short-term cash requirements and market conditions. The forecast level of 
T-Bills on issue remains higher than prior to the COVID-19 pandemic. We view this as 
appropriate given overall government debt outstanding has increased.  

 

 

Item 22: Capital Markets Advisory Committee Paper: Preliminary 2021 Budget Economic 
and Fiscal Update Funding Strategy – 18 March 2021 
 

1. The Treasury has undertaken a preliminary BEFU forecasting round. The preliminary fiscal 
forecasts show an improvement in the forecast fiscal flows of NZ$29 billion relative to 
HYEFU (Table 1). This was driven by higher tax receipt forecasts (owing to an improvement 
in the economic outlook).  

 
2. The overall size of the COVID-19 Relief and Recovery Fund (CRRF) remains unchanged 

from HYEFU, with around NZ$10 billion still unallocated, but included in forecasts. This is 
evenly distributed across the forecast years. 

 
12  This include NZDM and departmental cash sweep 

Funding requirement ($billion) 2020/21 2021/22 2022/23 2023/24 2024/25 Total
Change since prelim -6.8 -2.4 -1.8 -1.2 1.6 -10.5

Year ending 30 June 2021 2022 2023 2024 2025
preliminary HYEFU 26 34 28 29 29
HYEFU 2020 25 32 28 30 29
Difference -1 -1 +0 +0 +0

Year ending 30 June (face value) 2021 2022 2023 2024 2025 Total
Gross NZGB issuance (NZ$ billion) 45 30 30 30 25 160
Forecast T-Bills on issue (NZ$ billion) 8 6 6 6 6 n/a
Change in NZGB issuance (relative to preliminary HYEFU) -5 0 0 0 0 -5
Change in T-Bills on issue (relative to preliminary HYEFU) -2 -4 -4 -4 -4 n/a
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Table 1: Change in cash requirements from preliminary forecasts (negative means less 
cash is required) 

 
 

3. In addition, the underlying interest rate assumption in the forecasting model has been 
updated, as per usual practice. Interest rates have risen materially since HYEFU, which, 
per face value of issuance, leads to higher interest costs for new bond lines and lower cash 
proceeds for existing bond lines. Consequently, interest rates provide a partial offset (a total 
of NZ$2 billion) to the improvement in fiscal flows. 
 

4. 

 
CHANGES TO CORE CROWN BORROWING PROGRAMME 
 
5. Overall, the core Crown borrowing programme was reduced by NZ$30 billion, with the 

changes to the core Crown borrowing programme made to ensure the year-end forecast 
cash balances are similar to those forecast in 2020 (Table 2). We recommend this given the 
elevated uncertainty and risks to the economic and fiscal outlook remain.

  We will have an opportunity to 
change the forecast NZD cash balance, should we wish, ahead of final BEFU forecasts. 
 

6. 

 
Table 2: Treasury’s forecast year-end NZD cash balance13 (NZ$ billion) 

  
 

7. The NZGB programme for 2020/21 was left unchanged. There is limited capacity to reduce 
tender volumes and/or syndication volumes between Budget in mid-May (date yet to be 
determined) and the end of the fiscal year (end-June). However, the NZGB programmes in 
each of the following fiscal years were reduced by between NZ$5 billion and NZ$10 billion 
(Table 3).  
 
Table 3: Change in core Crown borrowing programme from HYEFU to preliminary 
BEFU 

 

 
13  This includes NZDM and departmental cash sweep 

Funding requirement ($billion) 2020/21 2021/22 2022/23 2023/24 2024/25 Total
Change since HYEFU -8.0 -5.1 -5.6 -5.3 -5.4 -29.5

Year ending 30 June 2021 2022 2023 2024 2025
BEFU 2020 28 32 25 28 n/a
PREFU 2020 24 31 27 29 n/a
HYEFU 2020 25 32 28 30 29
BEFU 2021 preliminary 33 35 25 28 26
Difference between BEFU 2020 and 2021 +5 +3 +0 +0 n/a

s9(2)(f)(iv)

s9(2)(i)

 
 

s9(2)(i)
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8. The forecasts for Treasury bills (T-Bills) were unchanged. Again, there is limited time to 
make material changes for the 2020/21 fiscal year. However, in future forecast years, it is 
possible to reduce T-Bill on issue forecasts from the current NZ$6 billion assumption.  

 
 
 
Item 23: Capital Markets Advisory Committee Paper: 2021 Budget Economic and Fiscal 
Update Funding Strategy – 5 May 2021 
 

1. The Treasury has undertaken the final BEFU forecasting round. This incorporates updated 
economic forecasts as well as Budget decisions made by the Government. Overall, relative 
to preliminary BEFU fiscal forecasts, cash requirements are higher by a cumulative NZ$17 
billion (Table 1) over the forecast period. The economic outlook was slightly weaker than 
preliminary forecasts, which leads to a reduction in forecast tax revenue. However, the 
most material changes are from Budget decisions, this includes: 

i Health policies 
ii Education policies 
iii Increase in benefits 
iv Housing policies (as announced last month) 

 
2. These spending decisions are predominantly operating expenditure, leading to smaller 

adjustments made by Fiscal Reporting than would be made if the spending was primarily 
capital. In addition, some of this spending is from the COVID-19 Response and Recovery 
Fund (CRRF). 

Around NZ$5 billion of the CRRF remains unallocated, which has been split evenly across the 
forecast period.  

 
Table 1: Change in cash requirements from preliminary forecasts (negative means less 
cash is required) 

 
 

3. 

 

4. Changes to the core Crown borrowing programme were made to ensure the year-end 
forecast cash balances are similar to those forecast during 2020 (Table 2). This seems 

Year ending 30 June (face value) 2021 2022 2023 2024 2025 Total
Gross NZGB issuance (NZ$ billion) 45 25 20 20 20 130
Forecast T-Bills on issue (NZ$ billion) 8 6 6 6 6 n/a
Change in NZGB issuance (relative to HYEFU) 0 -5 -10 -10 -5 -30
Change in T-Bills on issue (relative to HYEFU) 0 0 0 0 0 n/a

Funding requirement ($billion) 2020/21 2021/22 2022/23 2023/24 2024/25 Total
Change since preliminary BEFU -2.2 7.5 3.4 3.4 4.5 16.7

s9(2)(f)(iv)
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prudent given elevated uncertainty and risks to the economic and fiscal outlook remain.  
 The liquidity 

buffer project, which is currently in progress, is expected to help inform the forecast cash 
balances 
However, initial findings from this project have not been used for the Budget 2021 
forecasts. 
 

Table 2: Treasury’s forecast year-end NZD cash balance14 (NZ$ billion) 

  
 

5. The NZGB programme for 2020/21 was left unchanged at NZ$45 billion. While the NZGB 
programmes for each year in the remainder of the forecast period were each increased by 
NZ$5 billion (Table 3) relative to preliminary BEFU forecasts. However, total forecast NZGB 
issuance remains NZ$10 billion below that forecast at HYEFU (note these are the figures 
that were last released publicly). 
 

Table 3: Change in core Crown borrowing programme  

 
 

6. The forecasts for Treasury Bills (T-Bills) were reduced. In response to the additional short-
term funding requirements generated from the COVID-19 pandemic, T-Bills outstanding 
were initially increased from NZ$2 billion to around NZ$12 billion.  
 

7. Subsequently, we have undertaken some analysis regarding the cost of T-Bill issuance. We 
assessed the costs associated with increasing T-Bills on issue over the recent period, as 
well as where costs have settled, now that the main impacts of the pandemic have passed 
and the economy is recovering.  Our analysis shows that we have not witnessed any 
significant benefits from a cost or investor diversification perspective alongside the higher 
levels of T-Bills on issue.   

 
8. Therefore, as we have passed the peak of the increase to funding requirements, it makes 

sense to gradually reduce our level of T-Bill funding to reduce any costs associated with 
this product and create additional short term funding capacity, should it be required in the 
future. Consequently, we intend to reduce T-Bill on issue to NZ$5 billion by end-June 2022 
and, subsequently, to NZ$4 billion for the remainder of the forecast period. 

 
 

 

 

 
14  This includes NZDM and departmental cash sweep 

Year ending 30 June 2021 2022 2023 2024 2025
HYEFU 2020 25 32 28 30 29
BEFU 2021 preliminary 33 35 25 28 26
BEFU 2021 final 35 39 30 29 27
Difference between preliminary and final BEFU 2021 +3 +3 +4 +1 +1

Year ending 30 June (face value) 2021 2022 2023 2024 2025 Total
Gross NZGB issuance (NZ$ billion) 45 30 25 25 25 150
Forecast T-Bills on issue (NZ$ billion) 8 5 4 4 4 n/a

Change in NZGB issuance (relative to prelim BEFU) +0 +5 +5 +5 +5 +20
Change in T-Bills on issue (relative to prelim BEFU) +0 -1 -2 -2 -2 n/a

Change in NZGB issuance (relative to HYEFU) +0 +0 -5 -5 +0 -10
Change in T-Bills on issue (relative to HYEFU) +0 -1 -2 -2 -2 n/a

s9(2)(i)
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Item 24: Treasury Report T2021/1124: Core Crown Borrowing Programme 2021/22 – 7 May 
2021 
 

Executive Summary 

Overall, underlying forecast cash flows have improved by $13 billion15 from HYEFU 2020 and, 
consequently, the forecast core Crown borrowing programme has been reduced. The phasing of 
changes to the cash requirements and a desire to smooth issuance leads to the borrowing 
programmes, in the middle part of the forecast period, being reduced. 

Forecast New Zealand Government Bond (NZGB) issuance for the 2020/21 fiscal year remains at 
NZ$45 billion. Similarly, forecast NZGB issuance for the 2021/22 fiscal year is unchanged, 
and we are seeking your approval for an NZGB programme of $30 billion in 2021/22. On the 
other hand, the 2022/23 and 2023/24 forecast NZGB programmes have both been decreased by 
NZ$5 billion (Table). 

Table: BEFU 2021 core Crown borrowing programme 

 
In addition, we have passed the peak of the increase to funding requirements and, therefore, the 
need to rely on a higher level of short-term Treasury Bills (T-Bills) on issue for core funding 
requirements has diminished. Consequently, forecasts for T-Bills on issue at end-June from 
2021/22 onwards have been reduced by NZ$1 to NZ$2 billion. 

 

Forecast Borrowing Programme 

1. The continued improvement in New Zealand’s economic outlook has led to lower forecast 
funding requirements relative to those forecast at HYEFU 2020. Forecast funding 
requirements are about $13 billion lower than forecast at HYEFU 2020 (Table 1). The key 
driver is higher tax revenue, consistent with the improvement in the economic outlook, but 
this is partially offset by higher government spending, primarily a result of a number of new 
initiatives.  
Table 1: Funding requirements relative to HYEFU 2020 ($ billion) (negative indicates 

higher funding is required) 

 
2. Consequently, the forecast borrowing programme has decreased over the period. The 

borrowing programme includes issuance of both New Zealand Government Bonds (NZGB) 
and Treasury Bills (T-Bills). Forecast issuance of both NZGBs and T-Bills have been 
reduced. 

3. The phasing of the change to cash requirements, along with the desire to smooth issuance 
from year-to-year results in the reduction to the forecast NZGB programmes occurring in 
the 2022/23 and 2023/24 years.  

 
15 Underlying cash flows may differ from those represented in the fiscal forecasts for a range of reasons, for example Reserve 

Bank flows and eliminations. 
 

Year ending 30 June (face value) 2021 2022 2023 2024 2025 Total
Gross NZGB issuance (NZ$ billion) 45 30 25 25 25 150
Forecast T-Bills on issue (NZ$ billion) 8 5 4 4 4 n/a

Change in NZGB issuance (relative to HYEFU) +0 +0 -5 -5 +0 -10
Change in T-Bills on issue (relative to HYEFU) +0 -1 -2 -2 -2 n/a

Funding requirement ($billion) 2020/21 2021/22 2022/23 2023/24 2024/25 Total
Change since HYEFU 2020 10.2 -2.3 2.2 1.9 0.9 12.9
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4. Consequently, the 2020/21 and 2021/22 NZGB programmes are expected to be unchanged 
from those forecast at HYEFU, at NZ$45 billion and NZ$30 billion (Table 2). We are 
seeking your approval for a $30 billion NZGB programme in 2021/22. The programme 
for 2020/21 was already approved by you at HYEFU 2020. The forecast NZGB 
programmes in 2022/23 and 2023/24 have each been reduced by NZ$5 billion to NZ$25 
billion, while the 2024/25 forecast NZGB programme is unchanged at NZ$25 billion. 

5. Forecasts for T-Bills on issue at end-June are reduced across the forecast horizon. T-Bills 
on issue are forecast to decline to NZ$5 billion by end-June 2022 and, subsequently, to 
NZ$4 billion for the remainder of the forecast period.  

Table 2: Forecast Core Crown borrowing programme 

  
6. Considerable uncertainty remains around future economic activity, and it is prudent to 

maintain a buffer to manage the diminished, although remaining, COVID-19 response risk. 
Consequently, a high cash balance is retained across the forecast period, closely aligned to 
that forecast in borrowing programme updates over the 2020 calendar year (Table 3). 

7. We are currently undertaking work to quantify the appropriate size of the cash buffer we 
should hold on an enduring basis, to mitigate liquidity risks.

Table 3: Treasury’s forecast year-end NZD cash balance16 (NZ$ billion) 

 
 

 

 
16  This includes NZDM and departmental cash sweep 

Year ending 30 June (face value) 2021 2022 2023 2024 2025 Total

Gross NZGB issuance (NZ$ billion) 45.0 30.0 25.0 25.0 25.0 150.0
NZGB maturities and repurchases (NZ$ billion) 11.1 0.0 15.9 12.6 15.2 54.8
Net NZGB issuance (NZ$ billion) 33.9 30.0 9.1 12.4 9.8 95.2

NZGBs outstanding (NZ$ billion) 128.1 158.1 167.2 179.6 189.4 n/a
NZGBs outstanding (% of GDP) 38% 45% 45% 46% 46% n/a
Forecast T-Bills on issue (NZ$ billion) 8.0 5.0 4.0 4.0 4.0 n/a

Change in NZGB issuance (relative to HYEFU) +0 +0 -5 -5 +0 -10.0
Change in T-Bills on issue (relative to HYEFU) +0 -1 -2 -2 -2 n/a

Year ending 30 June 2021 2022 2023 2024 2025
HYEFU 2020 25 32 28 30 29
BEFU 2021 35 39 30 29 27
Difference +11 +6 +2 -1 -1

s9(2)(i)
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