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Although the annual current account deficit narrowed to 2.9% of GDP
in Q2, it surprised by widening in seasonally adjusted terms, led by
stronger-than-expected imports. At the margin this suggests some
downside risk to tomorrow’s GDP figures (though we previously saw
upside risk). Nonetheless, the fact the economy is recording strong
growth at the same time as a small current account deficit vs. history
speaks to a more sustainable picture than has arguably been evident in
the past.

KEY POINTS


The unadjusted current account deficit was $945m in Q2, which was
meaningfully larger than consensus expectations ($295m).
Nevertheless, the annual deficit still narrowed modestly (to $7.4bn) or
2.9% of GDP (from an upwardly revised 3.1% in Q1) – well below its
historical average of 3.7%.



The seasonally adjusted deficit widened by $187m to $1,826m,
surprisingly, led by a deterioration in the services surplus, which fell
by $144m, largely on account of record spending by New Zealanders
travelling overseas. This offset an improvement in the goods deficit (to
$452m), although the latter did not narrow as much as we had
expected due to stronger-than-expected goods import values. Finally,
the income deficit widened modestly (to $2,040m), largely led by
increased income earned by foreigners on their New Zealand direct
investments (although most of this was reinvested).



Some external balance sheet metrics also deteriorated modestly in
the quarter. Net international liabilities rose to $163.3bn (or 64.9% of
GDP) in large part due to market price changes, while net external debt
rose to $141.6bn (although fell to 56.3% as a share of GDP). While
this begins to reverse some of the improvement we’ve become used to
over recent years, these measures remain at far better levels than
was evident in the lead-up to the Global Financial Crisis and still
cast the economy in a better structural light.



There were some interesting movements in financial account flows over
the quarter – which can shed some light on NZD demand etc. Although
the financial account showed a balance of $1.5bn, there was a net
inflow of $5.1bn in portfolio investment from offshore, largely into
debt securities. This is certainly consistent with anecdotes of strong
foreign interest in our bond market and helps support arguments that
yield has been a key source of support underpinning NZD strength.



Finally, as always, it is a little tricky to infer too much from this data for
tomorrow’s GDP figures as there are a number of moving and offsetting
parts. But at face value, stronger import values do suggest a
smaller contribution from net exports than initially expected and
some downside risk to GDP growth (whereas we previously saw
upside risk).

DATA SUMMARY
Latest
Current account
($m, actual)
Current account
($m, sa)
Goods & Services
($m, sa)
Primary & Second
Income ($m)
Annual CAB
($m)
as % of GDP
Net IIP (% GDP)

Prev

-945 +1,184
-1,826 -1,639
+582

+655

-2,408 -2,294

-7,384 -7,821
-2.9% -3.1%
-64.9% -63.9%
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FIGURE 1. ANNUAL CURRENT ACCOUNT BALANCE

FIGURE 3. NET INTERNATIONAL INVESTMENT
POSITION
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FIGURE 2. FUNDING THE CURRENT ACCOUNT
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FIGURE 4. NET IIP COMPOSITION
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needs of any person. Nothing in this document is intended to be an offer to sell, or a solicitation of an offer to buy, any product, security,
instrument or investment, to effect any transaction or to conclude any legal act of any kind. If, despite the foregoing, any services or products
referred to in this document are deemed to be offered in the jurisdiction in which this document is received or accessed, no such service or
product is intended for nor available to persons resident in that jurisdiction if it would be contradictory to local law or regulation. Such local
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uncertainties and contingencies that cannot reasonably be anticipated. On this basis, such views and recommendations may not always be
achieved or prove to be correct. Indications of past performance in this publication will not necessarily be repeated in the future. No
representation is being made that any investment will or is likely to achieve profits or losses similar to those achieved in the past, or that
significant losses will be avoided. Additionally, this publication may contain ‘forward looking statements’. Actual events or results or actual
performance may differ materially from those reflected or contemplated in such forward looking statements. All investments entail a risk and
may result in both profits and losses. Foreign currency rates of exchange may adversely affect the value, price or income of any products or
services described in this publication. The products and services described in this publication are not suitable for all investors, and transacting in
these products or services may be considered risky. ANZ and its related bodies corporate and affiliates, and the officers, employees, contractors
and agents of each of them (including the author) (“Affiliates”), do not make any representation as to the accuracy, completeness or currency
of the views or recommendations expressed in this publication. Neither ANZ nor its Affiliates accept any responsibility to inform you of any
matter that subsequently comes to their notice, which may affect the accuracy, completeness or currency of the information in this publication.
Except as required by law, and only to the extent so required: neither ANZ nor its Affiliates warrant or guarantee the performance of any of the
products or services described in this publication or any return on any associated investment; and, ANZ and its Affiliates expressly disclaim any
responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense (“Liability”) arising directly or indirectly
and whether in tort (including negligence), contract, equity or otherwise out of or in connection with this publication.
If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or
error-free as information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. ANZ and its Affiliates do
not accept any Liability as a result of electronic transmission of this publication.
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 They may receive fees from customers for dealing in the products or services described in this publication, and their staff and introducers of
business may share in such fees or receive a bonus that may be influenced by total sales.
 They or their customers may have or have had interests or long or short positions in the products or services described in this publication,
and may at any time make purchases and/or sales in them as principal or agent.
 They may act or have acted as market-maker in products described in this publication.
ANZ and its Affiliates may rely on information barriers and other arrangements to control the flow of information contained in one or more
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with ANZ’s policies on Conflicts of Interest and Information Barriers.
Please contact your ANZ point of contact with any questions about this publication including for further information on these disclosures of
interest.
2. Country/region specific information:
Australia. This publication is distributed in Australia by ANZ. ANZ holds an Australian Financial Services licence no. 234527. A copy of ANZ's
Financial Services Guide is available at http://www.anz.com/documents/AU/aboutANZ/FinancialServicesGuide.pdf and is available upon request
from your ANZ point of contact. If trading strategies or recommendations are included in this publication, they are solely for the information of
‘wholesale clients’ (as defined in section 761G of the Corporations Act 2001 Cth). Persons who receive this publication must inform themselves
about and observe all relevant restrictions.
Brazil. This publication is distributed in Brazil by ANZ on a cross border basis and only following request by the recipient. No securities are
being offered or sold in Brazil under this publication, and no securities have been and will not be registered with the Securities Commission –
CVM.
Brunei. Japan. Kuwait. Malaysia. Switzerland. Taiwan. This publication is distributed in each of Brunei, Japan, Kuwait, Malaysia,
Switzerland and Taiwan by ANZ on a cross-border basis.
Cambodia. APS222 Disclosure. The recipient acknowledges that although ANZ Royal Bank (Cambodia) Ltd. is a subsidiary of ANZ, it is a
separate entity to ANZ and the obligations of ANZ Royal Bank (Cambodia) Ltd. do not constitute deposits or other liabilities of ANZ and ANZ is
not required to meet the obligations of ANZ Royal Bank (Cambodia) Ltd.
European Economic Area (“EEA”): United Kingdom. ANZ in the United Kingdom is authorised by the Prudential Regulation Authority
(“PRA”). Subject to regulation by the Financial Conduct Authority (“FCA”) and limited regulation by the PRA. Details about the extent of our
regulation by the PRA are available from us on request. This publication is distributed in the United Kingdom by ANZ solely for the information
of persons who would come within the FCA definition of “eligible counterparty” or “professional client”. It is not intended for and must not be
distributed to any person who would come within the FCA definition of “retail client”. Nothing here excludes or restricts any duty or liability to a
customer which ANZ may have under the UK Financial Services and Markets Act 2000 or under the regulatory system as defined in the Rules of
the PRA and the FCA. Germany. This publication is distributed in Germany by the Frankfurt Branch of ANZ solely for the information of its
clients. Other EEA countries. This publication is distributed in the EEA by ANZ Bank (Europe) Limited (“ANZBEL”) which is authorised by the
PRA and regulated by the FCA and the PRA in the United Kingdom, to persons who would come within the FCA definition of “eligible
counterparty” or “professional client” in other countries in the EEA. This publication is distributed in those countries solely for the information of
such persons upon their request. It is not intended for, and must not be distributed to, any person in those countries who would come within
the FCA definition of “retail client”.
Fiji. For Fiji regulatory purposes, this publication and any views and recommendations are not to be deemed as investment advice. Fiji
investors must seek licensed professional advice should they wish to make any investment in relation to this publication.
Hong Kong. This publication is issued or distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered at the Hong Kong
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