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• New Zealand expects the economy to be hard hit by the 

pandemic, like many other countries

• New Zealand’s broad approach to the health and 

economic response - “go hard, go early”

• Health outcomes have been as good as could be 

expected – 2 imported cases yesterday first for 24 days

• Substantial ongoing economic response led by fiscal 

policy has worked well to date

• Extreme uncertainty remains and further policy response 

will be required

Key messages
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What we did – border measures

• New Zealand had an active border 

with an economy highly reliant on 

tourism and our export trade

• Progressive tightening of the 

border – culminating with 16 

March 2020 border restrictions, 

compulsory self-isolation following 

travel, cruise ship restrictions

• Currently only New Zealand 

citizens and residents can enter 

and must go into Government-

administered isolation or 

quarantine for 14 days, 

• Some broadening now underway. 

Discussions underway on travel 

bubbles with Australia and Pacific 
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What we did - Alert Level system 

introduced
Estimated 

reduction in 

output from 

normal 

levels:

40%

25%

10-15%

5-10%

5https://covid19.govt.nz/alert-system/covid-19-alert-system/#covid-19-alert-system

https://covid19.govt.nz/alert-system/covid-19-alert-system/#covid-19-alert-system


What we did – go hard and go early
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How NZ’s lockdown compares

7Source: Oxford COVID-19 Government Response Tracker, Blavatnik School of 

Government



• Unprecedented public health shock

• Treasury modelling indicates a substantial impact in June 

quarter – public dashboard of economic indicators 

updated weekly

• Most commentators forecasting larger recession than 

2008/09 Global Financial Crisis

• Three ‘waves’ of economic response to COVID-19

– Wave One: Fight the Virus, Cushion the Blow

– Wave Two: Kick starting the Recovery

– Wave Three: Resetting and Rebuilding the Economy

NZ’s Economic Response
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Multi-dimensional wellbeing impacts
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Natural capital

• Falls in net greenhouse 

gas emissions could 

marginally reduce the 

costs of meeting 

international 

commitments.

• Firms or households 

may be less able to 

make investments to 

improve environmental 

performance.

Social capital

• High levels of social 

capital helping with the 

response.

• Risk of distributional 

impact and capacity 

constraints on public 

services eroding social 

capital.

• Potential for groups 

who already 

experience 

discrimination, 

particularly Asians, to 

feel more isolated. 

Human capital

• Disruption to learning 

will reinforce existing 

inequalities.

• Decline in skills from 

labour force 

detachment and loss of 

relevance of firm- or 

sector-specific skills, 

with wider variability in 

impacts.

• Possible negative 

impact on life 

expectancy.Financial and physical 

capital

• Under-utilised physical 

capital and potentially 

stranded assets. 

• Households will 

experience wealth loss 

from declines in house 

values and in the value 

of financial assets. Net 

public debt is forecast 

to more than double.

Current wellbeing Future wellbeing

Civic engagement 

and governance

Cultural identity

Environment

Health

Housing

Income and 

consumption

Jobs and earnings

Knowledge and skills

Time use

Safety and security

Social connections

Subjective 

wellbeing

Population groups particularly vulnerable to negative impacts are Māori and Pacific People, children, young and old people, low income or socially disadvantaged 

(including refugees and migrants), disabled people and women.



Wave One: Fight The Virus and 

Cushion the Blow
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• Applying three key principles to our COVID response

• Act swiftly, with no regrets

• Improve cash flow and confidence

• Act in coordination to secure and support our financial and business 

sector

• In the period to March 17th the economic relief package 

was valued at approximately 7%-8% of GDP (next slide)

• Helped by our strong macroeconomic and fiscal 

institutions and low debt position



https://treasury.govt.nz/publications/glance/covid-19-economic-package-glance-he-waka-eke-noa-we-are-all-working-together-april-2020 5
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The macro picture

Monetary policy

• OCR cut to 0.25% (from 

1.00%), with forward guidance 

• QE – up to 50 percent of NZGB

• Liquidity support

• LVR removal

• Delayed banks’ capital 

increase 

• Mortgage loan deferral scheme

• FX Swap lines

• Removed tiering on exchange 

settlement account system 
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Fiscal policy



COVID-19 Response and Recovery 

Fund (CRRF)
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The fiscal deficitCOVID-19 funding (% of GDP)
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Economic Outlook
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Overview of household support 

measures
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Measure Duration Impact

T
ra

n
s
fe

rs

Income support system (benefits, tax 

credits)
Permanent

300,000+(tbc) main beneficiaries

390,000 (tbc) WFF recipient

Wage subsidy Ends in Sept
$12bn + $3.2bn extension. Supported 1.6m jobs in first 

phase.

Covid Income Relief Payment 

(payment to individuals who lose their 

job)

Ends in Oct $570m this year, 230,000 eligible

Leave scheme

(payment to workers who need to 

stay home from work)

Termination date 

TBC – likely to 

continue during L2

$1.4m so far. 4,055 employers and sole traders have 

applied. 

Permanent benefit increases Ongoing
c.$500m p.a.

Winter Energy Payment doubled for 

2020
1 May-1 Oct

$480m this year, 300,000+ main beneficiaries, 740,000+ 

NZS/VP

R
e

g
u

la
ti
o

n Rent freeze & tenancy protection
3/6 months 

respectively

Has provided temporary protection, but households have 

accrued rent arrears

Mortgage deferral (up to 6 months) Temporary
Provided temporary income support, but capitalised into 

mortgages



• In April, JobSeeker recipients rose by 40,000, roughly 

matching the decline in filled jobs, and many more 

people worked significantly fewer or zero hours

Case Study: Wage Subsidy scheme 
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• Effective in preserving employment and firms from failure 

to data 

• Wage subsidy largest proportion of front-loaded support 

• Operational feasibility and speed critical – high trust 

model 

• Expand existing channels rather than create new ones

• Exit will be a challenge – looking to design exit strategy 

Lesson and challenges 
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Overview of business support 

measures to date 
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Fiscal costs millions Overall liability 

Sector support 787

Depreciation for building and expensing 2807

Other tax measures 2190

R&D 393

Export Support 216

Training 100

Business Finance Guarantee scheme
538 5000

Small Business Cash Flow loan 3400
5200

Total 10,431 10,200

Percent of GDP 3% 3%



Case Study 2: Small Business 

Cashflow (Loans) Scheme
Objective: Immediate cash flow support to 

address the risk of widespread business 

failures among SMEs.

Key features:

• SBCS scheme is available for 

businesses with up to 50 employees.  

• Businesses access up to $10,000 + 

$1,800 per employee, up to a $100,000 

loan cap. 

• Loans interest free if repaid within a year, 

and will otherwise accrue 3% interest 

over a 5 year term. Debt will be 

unsecured and non-preferential

• Uptake originally  expected to be around 

$5.2 billion at a fiscal costs of $3.4 billion. 

• In relation to the SBCS, as at 15 June 

(77,758 applications. $1.4 billion has 

been disbursed to 83,291 customers with 

an average loan of $16,928.
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• New program: reflected concerns with impact of SME 

guarantee (BFG) implemented from March

• Implementation of cash flow loans: Through the tax 

authorities. Allowed for quick disbursement and wide 

reach 

• Less concessional than other countries: Uptake lower-

than-forecast

• Concerns in business community about banks ability to 

support SME lending in the recovery 

Lesson and challenges 
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• We are positioning the economy for recovery as New Zealand has 

moved down the alert levels

• Continued focus on supporting ‘hardest hit’ people and places

• Working on managing health risks and opening up flows of people.

• Developing options for exit strategy to support growth and 

reallocation 

• Government is managing in extreme uncertainty and is facing an 

upcoming General Election 

• Likely to need some form of fiscal support as emergency support is 

scaled back 

• Some sign that the economic shock may be less severe than we 

expected in March – but still very large

Wave Two: Position for Recovery
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• Opportunity to reset economy, and address some long-

standing challenges

• Must chart a course back towards a sustainable fiscal 

position – but balance with rebuilding other capitals and 

questions of fairness

• We will be tackling big questions about our economy:

– What should we make and do here in New Zealand to ensure our 

sustainability?

– How do we trade with the rest of the world in this new environment?

– How will the financial system, both here and globally, cope?

Wave Three: Resetting and 

Rebuilding
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• Keep trade flowing and supply chains intact

• Trade Recovery Strategy

– Supporting exporters

– Reinvigorating the international trade architecture

– Refreshing key trade relationships 

• Overseas Investment

– Temporary safeguards, early implementation of new National Interest 

test and simplified screening 

• Other  

– Fast-tracked approval for infrastructure

Other supporting policy
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• Have moved through alert levels more quickly than 

expected

– everyday life, activity essentially back to pre-COVID-19 norms, BUT  

border still essentially closed

• Still expect big hit to GDP in Q2, still uncertainty about 

pace of recovery

• Economic response is increasingly focussed on 

recovery, including exit from extraordinary measures

– What does the economy look like in the future? 

– How do we allow jobs and capital to shift while maintaining social 

cohesion?

– When do we rebuild fiscal and monetary policy buffers, and over what 

time frame? 

Where are we and what’s next?
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Thank You!

Questions and Discussion
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