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 – The current account deficit widened from 
3.0% to 3.3% of GDP in the year to June. While 
this was larger than expected, the difference 
was due to data revisions. 

 – The balance of trade in goods and services 
improved in the June quarter, though it was 
softer than the same time last year. 

 – The current account deficit remains low 
relative to history, and New Zealand’s external 
imbalances were steady in the June quarter.

Current account balance Q2 2018 Q1 2018

Quarterly (s.a.) $m -2,666 -3,160

Annual $m -9,536 -8,541

Annual % of GDP 3.3% 3.0%

Annual current account balance
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Mind the gap 
Q2 current account deficit widens to 3.3% of GDP 

Michael Gordon, Senior Economist +64 9 336 5670

New Zealand’s annual current account deficit increased 
to 3.3% of GDP in June, compared to an average market 
forecast of 2.9%. While this was the largest deficit in three 
years, it is still low relative to history, and remains within the 
range of what we would consider to be sustainable. 

The current account is rarely market-moving, and despite 
the substantially larger than expected deficit there was 
little impact on the New Zealand dollar. The surprises in 
the details of today’s release don’t affect our forecast of 
tomorrow’s GDP figures, where we expect a 0.9% gain for 
the June quarter. 

In seasonally adjusted terms, the current account deficit 
narrowed to $2.67bn in the June quarter, with improved 
results in goods, services and investment income 
compared to the March quarter. However, the balance was 
still about a billion dollars weaker than the same quarter 
last year, which led to the widening of the deficit on an 
annual basis. 

Goods exports benefited from a pickup in both prices and 
volumes in the June quarter. Spending on imports rose by a 
lesser degree, largely due to an increase in oil prices. 

Similarly, exports of services rose by more than imports in 
the June quarter, led by solid growth in tourist spending. 
As we detailed in our latest quarterly Economic Overview, 
services exports have been a quiet achiever in recent years, 
with strong growth in earnings across a range of industries. 
Discussions of ‘the trade deficit’ often focus on physical 
goods and overlook services; taking them together, New 
Zealand’s trade balance is actually in surplus and has been 
for some time. 

The investment income deficit narrowed a little in the June 
quarter. Earnings from foreign-owned firms in New Zealand 
rose in the June quarter, as we expected. However, there 
was a surprisingly large lift in New Zealanders’ earnings 
from their overseas investments. 

So why was the current account deficit larger than 
expected? Part of the reason is a change in the starting 
point. The June quarter release includes annual revisions 
to the historic data, where the net impact can go in either 
direction. This year there were two notable changes. The 
first was an upward revision to services exports, due to 
improved estimates of earnings from education and film 
and TV production. These revisions go back several years 
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– in fact, the deficit between 2014 and 2016 is now smaller 
than previously reported. 

But the bigger change was a significant worsening of 
the investment income deficit over the past year. The 
revisions are based on annual tax returns, and until this 
data is available Stats NZ uses assumptions about the 
rates of return on investments. In this case, the returns to 
New Zealand investors were lower, and returns to foreign 
investors were higher, relative to what was assumed. 
Together, these revisions widened the deficit over the last 
year by 0.3% of GDP.

Revisions to current account

Year to March 2018 Previous Revised Impact

Goods balance $m -2,671 -2,695 -24

Services balance $m 4,965 5,226 +261

Primary income inflows $m 8,750 8,380 -370

Primary income outflows $m 18,275 18,724 -449

Current account % of GDP -2.8% -3.0% -0.2%

The other reason was an error in previously reported figures 
for tourist spending in the June quarter. The correction 
added another 0.2 percentage points to the deficit relative 
to our forecast. 

Despite the widening in the current account deficit, New 
Zealand’s international position remains on a sustainable 
path. Net international liabilities were steady at 54.6% of 
GDP, which is the lowest reading for this series dating back 
to June 2000. Relatively small current account deficits in 
recent years, and hence a smaller borrowing requirement, 
have meant that New Zealand has effectively been able to 
outgrow its debts. 

Michael Gordon  
Senior Economist

International investment position
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Past performance is not a reliable indicator of future performance. The forecasts given in this document are predictive in character. Whilst every effort has been taken to ensure 
that the assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. 
The ultimate outcomes may differ substantially from these forecasts.
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Disclaimer

This material contains general commentary, and market colour. 
The material does not constitute investment advice. Certain types 
of transactions, including those involving futures, options and high 
yield securities give rise to substantial risk and are not suitable for all 
investors. We recommend that you seek your own independent legal 
or financial advice before proceeding with any investment decision. 
This information has been prepared without taking account of your 
objectives, financial situation or needs. This material may contain 
material provided by third parties. While such material is published 
with the necessary permission none of Westpac or its related entities 
accepts any responsibility for the accuracy or completeness of any 
such material. Although we have made every effort to ensure the 
information is free from error, none of Westpac or its related entities 
warrants the accuracy, adequacy or completeness of the information, 
or otherwise endorses it in any way. Except where contrary to law, 
Westpac and its related entities intend by this notice to exclude 
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without notice and none of Westpac or its related entities is under any 
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this material does not constitute an offer, a solicitation of an offer, 
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assumptions or by known or unknown risks and uncertainties. The 
ultimate outcomes may differ substantially from these forecasts. 

Country disclosures
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China, Hong Kong, Singapore and India: This material has been 
prepared and issued for distribution in Singapore to institutional 
investors, accredited investors and expert investors (as defined in 
the applicable Singapore laws and regulations) only. Recipients in 
Singapore of this material should contact Westpac Singapore Branch 
in respect of any matters arising from, or in connection with, this 
material. Westpac Singapore Branch holds a wholesale banking 
licence and is subject to supervision by the Monetary Authority of 
Singapore. Westpac Hong Kong Branch holds a banking license and 
is subject to supervision by the Hong Kong Monetary Authority. 
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by and are the sole responsibility of Westpac Banking Corporation 
London and Westpac Europe Limited. Westpac (a) has its principal 
place of business in the United Kingdom at Camomile Court, 23 
Camomile Street, London EC3A 7LL, and is registered at Cardiff in 
the UK (as Branch No. BR00106), and (b) authorised and regulated 
by the Australian Prudential Regulation Authority in Australia. 
Westpac is authorised in the United Kingdom by the Prudential 
Regulation Authority. Westpac is subject to regulation by the 
Financial Conduct Authority and limited regulation by the Prudential 
Regulation Authority. Details about the extent of our regulation by 
the Prudential Regulation Authority are available from us on request. 
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and regulated by the Financial Conduct Authority and the Prudential 
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investments who fall within Article 19(5) of the Financial Services and 
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not act or rely on this communication or any of its contents. The 
investments to which this communication relates are only available 
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act or rely upon this communication or any of its contents. In the same 
way, the information contained in this communication is intended for 
“eligible counterparties” and “professional clients” as defined by the 
rules of the Financial Conduct Authority and is not intended for “retail 
clients”. With this in mind, Westpac expressly prohibits you from 
passing on the information in this communication to any third party. 
In particular this communication and, in each case, any copies thereof 
may not be taken, transmitted or distributed, directly or indirectly into 
any restricted jurisdiction. This communication is made in compliance 
with the Market Abuse Regulation (Regulation(EU) 596/2014).

Investment Recommendations Disclosure

The material may contain investment recommendations, including 
information recommending an investment strategy. Reasonable 
steps have been taken to ensure that the material is presented in a 
clear, accurate and objective manner. Investment Recommendations 
for Financial Instruments covered by MAR are made in compliance 
with Article 20 MAR. Westpac does not apply MAR Investment 
Recommendation requirements to Spot Foreign Exchange which is out 
of scope for MAR.

Unless otherwise indicated, there are no planned updates to this 
Investment Recommendation at the time of publication. Westpac 
has no obligation to update, modify or amend this Investment 
Recommendation or to notify the recipients of this Investment 
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financial instruments of companies covered in this Investment 
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provider in such financial instruments.
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Westpac may have provided investment banking services to the issuer 
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Westpac does not permit any issuer to see or comment on any 
investment recommendation prior to its completion and distribution.

Individuals who produce investment recommendations are not 
permitted to undertake any transactions in any financial instruments 
or derivatives in relation to the issuers covered by the investment 
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Westpac has implemented policies and procedures, which are 
designed to ensure conflicts of interests are managed consistently 
and appropriately, and to treat clients fairly. 

The following arrangements have been adopted for the avoidance and 
prevention of conflicts in interests associated with the provision of 
investment recommendations.
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Investing in any non-U.S. securities or related financial instruments 
mentioned in this communication may present certain risks. The 
securities of non-U.S. issuers may not be registered with, or be subject 
to the regulations of, the SEC in the United States. Information on 
such non-U.S. securities or related financial instruments may be 
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standards and regulatory requirements comparable to those in effect 
in the United States. The value of any investment or income from any 
securities or related derivative instruments denominated in a currency 
other than U.S. dollars is subject to exchange rate fluctuations that 
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such securities or related derivative instruments.

The author of this communication is employed by Westpac and is 
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associated person under the rules of FINRA, any other U.S. self-
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