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•The problem
• NZ$ = 87.4 Usc
• TWI at 74
• Currency up 17%
• Dairy prices down 
16% since March

Productive Economy Seminar, Wellington, 
July 27



• Relatively high 
interest rates
• Higher currency
• Enabled by 
foreign borrowing
• Asset sales
• High foreign debt
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The foreign drain
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The real problem
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They just left
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40% support 60%
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Hollowed out NZ
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•The solution
• 10 ideas
• Use macro-
prudential policy
• Core funding ratio
• Basel III capital 
levels
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• LVR ratios
• Foreign funding
• Tax on foreign 
borrowing
• Asset sales ban
• More local savings
• Surpluses
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• Land tax
• Investment in 
infrastructure
• Monetary policy
• Exchange rate?
• Employment? QE?
• Procurement
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