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All eyes on Wellington for Budget 2022 

• The Government’s Budget 2022 is delivered today. Budget 2022 should highlight the pressures on the 

public finances, with capacity constraints, challenges posed by elevated inflation and the weaker 

global economic outlook all weighing on NZ economic activity. We expect all these issues to delay the 

return to budget surplus, as well as marginally increase the debt profile.  An OBEGAL surplus is 

unlikely until 2024/25 and net public debt is expected to peak at well under 30% of GDP under the 

new net public debt ceiling measure before easing thereafter (discussed in more detail in Mark 

Smith’s Budget 2022 preview note). A delayed return to surplus, combined with Government 

purchases of RBNZ asset holdings, should produce a gross bond tender up to $25-30bn higher through 

to 2025/26.   

• The NZ Treasury has recommended NZ adopt a headline public debt measure closer to international 

norms and that is more reflective of the real state of our fiscal position. New Zealand’s net public debt 

is amongst the lowest in the OECD by this measure.  Budget 2022 will also introduce two fiscal rules 

that attempt to strike the balance between prudence, flexibility and taking a longer-term view. New 

Zealand is in an enviable position compared to many other countries.  To us the focus of our thoughts 

on Budget 2022 is on how it manages to deliver on these Government policy objectives over time. 

• Share markets: After a positive session in Asia, it has been a tough night for US and European shares. 

Yesterday Japan’s Nikkei 225 index was up 0.9%, Australia’s All Ords was up 1.0% and the NZX 50 was 

up 1.1%. However, the UK’s FTSE fell 1% and US shares are down over 4% at the time of writing. 

• UK April CPI printed broadly in line with consensus and BoE forecast. Headline CPI surged 2.5%/mth in 

April (the largest monthly increase in 31 years) and quickened 9% year over year, the fastest annual 

pace of inflation since around 1982. Higher inflation in April is largely attributed to the 54% increase in 

the Office of Gas and Electricity Markets (Ofgem) cap on energy prices, which took effect on 1 April 

2022. Annual inflation in the euro area printed at 7.4%. 

• Australia’s Wage Price Index rose a bit less than expected by 0.7% over Q1 (consensus: 0.8%) and 

2.4% over the year. The Q1 wages data is consistent with money market pricing and CBA’s base case 

of a 25bps RBA cash rate hike at the 7 June Board meeting, rather than a larger move. 

• FX Comment: The NZD traded between 0.6300-0.6370 overnight and is towards the low end of this 

range this morning. Local swap rates sold off in the morning, only to rally in the afternoon, leaving 

rates little changed by the end of yesterday. 

• Day ahead: Budget 2022 is the local highlight – with the announcements and news flow starting at 

2pm.  Australian labour market data are also due today.  We expect employment rose by 30k in the 

month, the unemployment rate declined from 4.0% to 3.9%. 

   Due to a technical issue we are unable to publish the overnight market breakdown tables this morning. 
  We apologies for any inconvenience. 
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