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As good as it gets
Q1 current account deficit narrows to 3.0% of GDP

• The current account deficit narrowed to 3.0% of 
GDP in the year to March, in line with forecasts.

• Cheaper oil imports and strong tourism earnings 
improved the balance over the March quarter.

• Some of the improvement in the deficit is 
likely to be short-lived. Favourable commodity 
price movements in the March quarter have 
subsequently been reversed.

• We expect the deficit to widen again over the rest of 
this year, albeit remaining in a fairly benign range.

New Zealand’s current account deficit narrowed to 3.0% of 
GDP in the year to March, from a revised 3.2% in December. 
This was in right line with our forecast and with market 
expectations, and had no impact on financial markets.

In seasonally adjusted terms, the goods trade deficit narrowed 
in the March quarter. The value of exports was softer overall, 
with a rise in dairy prices but a fall in volumes for dairy and 
other major items. But this was more than outweighed by 
a sharp fall in the price of oil, one of New Zealand’s largest 
import items. The improvement in the goods balance is likely 
to be reversed next time: dairy export prices were lower over 
the June quarter, and world oil prices have risen strongly from 
their lows.

Trade in services continued its strong run, with the March 
quarter surplus rising above $1bn for the first time. Overseas 
tourist numbers have continued to climb, accompanied by a 
lift in the average spend per person over the last year or so.

The investment income deficit narrowed in the March quarter, 
due to a fall in the earnings of overseas-owned firms in New 
Zealand. This is something that should be taken as a mixed 
blessing – while it helps to reduce the current account deficit, 
it doesn’t reflect well on the profitability of firms within 
New Zealand.

New Zealand’s net international liabilities increased from 
61.8% to 63.1% of GDP. This balance had been steadily 
improving since the end of the financial crisis in 2009, but 
now appears to be turning higher again. This is an echo of 
what’s going on in the domestic economy – New Zealand 
has moved into a new phase where growth in borrowing has 
overtaken income growth. We expect this phase to persist for 
a couple more years, accompanied by rising current account 
deficits – though the current borrow-and-spend dynamic is 
nowhere near as dramatic as it was during the 2000s boom.

Michael Gordon 
Senior Economist
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you. We may at times use technology to capture data about you to help us to better 
understand you and your needs, including potentially for the purposes of assessing 
your individual reading habits and interests to allow us to provide suggestions 
regarding other reading material which may be suitable for you.

If you are located in Australia, this material and access to this website is provided to 
you solely for your own use and in your own capacity as a wholesale client of Westpac 
Institutional Bank being a division of Westpac Banking Corporation ABN 33 007 457 
141 AFSL 233714 (‘Westpac’). If you are located outside of Australia, this material and 
access to this website is provided to you as outlined below.

This material and this website contain general commentary only and 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 and this website 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 liability 
for the information. The information is subject to change without notice and none of 
Westpac or its related entities is under any obligation to update the information or 
correct any inaccuracy which may become apparent at a later date. The information 
contained in this material and this website does not constitute an offer, a solicitation of 
an offer, or an inducement to subscribe for, purchase or sell any financial instrument or 
to enter a legally binding contract. Past performance is not a reliable indicator of future 
performance. The forecasts given in this material and this website 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.

Transactions involving carbon give rise to substantial risk (including regulatory 
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. Statements setting out a concise description of the 
characteristics of carbon units, Australian carbon credit units and eligible international 
emissions units (respectively) are available at www.cleanenergyregulator.gov.au as 
mentioned in section 202 of the Clean Energy Act 2011, section 162 of the Carbon 
Credits (Carbon Farming Initiative) Act 2011 and section 61 of the Australian National 
Registry of Emissions Units Act 2011. You should consider each such statement in 
deciding whether to acquire, or to continue to hold, any carbon unit, Australian carbon 
credit unit or eligible international emissions unit.

Additional information if you are located outside of Australia

New Zealand: The current disclosure statement for the New Zealand division of 
Westpac Banking Corporation ABN 33 007 457 141 or Westpac New Zealand Limited 
can be obtained at the internet address www.westpac.co.nz. Westpac Institutional 
Bank products and services are provided by either Westpac Banking Corporation 
ABN 33 007 457 141 incorporated in Australia (New Zealand division) or Westpac 
New Zealand Limited. For further information please refer to the Product Disclosure 
Statement (available from your Relationship Manager) for any product for which 
a Product Disclosure Statement is required, or applicable customer agreement. 
Download the Westpac NZ QFE Group Financial Advisers Act 2008 Disclosure 
Statement at www.westpac.co.nz.

China, Hong Kong, Singapore and India: 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. Westpac Hong Kong branch also 
holds a license issued by the Hong Kong Securities and Futures Commission (SFC) 
for Type 1 and Type 4 regulated activity.
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Investing in any non-U.S. securities or related financial instruments mentioned in this 
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