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Narrowest deficit in decades 
• The current account deficit narrowed further to -0.8% of GDP in the September 2020 year, the lowest since 2001. 

• On a quarterly basis, the goods balance softened a little after a recovery in imports, whilst the services balance 

tipped back into surplus as exports improved a little from their depths last quarter. 

• There is scope for the annual current account deficit to narrow further and then to widen again thereafter. 

 

 

The current account deficit narrowed over the year to September 2020, to around $-2.6 billion (-0.8% of GDP), the 

lowest since late 2001.  The outcome was exactly inline with what markets had been expecting, with limited market 

reaction. In seasonally adjusted terms, the quarterly goods balance fell a little from the wide surplus Q2 as imports 

picked up, while the services balance moved back into surplus as service exports recovered a little from their nadir last 

quarter. The seasonally adjusted income and transfers balance also deteriorated a little from Q2 as some of the 

pandemic-induced narrowing last quarter unwound itself but remains far below where it was this time last year. 

The annual current account deficit has narrowed markedly over the course of 2020 thanks to the pandemic. Looking 

ahead, we expect the deficit to begin widening again over time, but the timing is uncertain and contingent on the 

broader global pandemic response and economy recovery 

 

Resilient goods, softer services 

In seasonally-adjusted terms, NZ’s goods balance softened a little 

over Q3 compared to Q2. The deterioration was led by a recovery 

in imports after the depths of Q2, where NZ was at the height of 

alert level restrictions and all its associated disruption. A lift in car 

imports as the country got moving again was one contributor to 

the result. Export values broadly held their ground, easing slightly 

from Q2.  

Despite the recovery this quarter, NZ’s imports have generally 

been more hurt by the pandemic than its exports. In non-

seasonally adjusted terms, export receipts were 2.3% down on 

Result ASB Market

Quarterly Current Account Balance ($m) -3,521 - -

Annual  Current Account Balance (% of GDP) -0.8 -1.2 -0.8

Quarterly Goods and Services Balance s.a. ($m) 1,375 - -

Quarterly Income and Transfers Balance s.a. ($m) -1,813 - -

-20

-15

-10

-5

0

5

10

95 97 99 01 03 05 07 09 11 13 15 17 19

CURRENT ACCOUNT BALANCE
(annual total)

Source: Stats NZ

$b

Goods

Services

Income

Current Account



  

 

Economic Note  |  16 December 2020 

September 2019 levels, whilst imports were down a much more marked 15%. As a consequence, the annual goods 

balance improved this quarter, tipping into surplus and contributing to the narrowing in the overall current account 

balance. 

The services balance moved back into surplus this quarter in seasonally adjusted terms, after recording a deficit last 

quarter. Service exports had nowhere to go but up after hitting a low in Q2. Service imports fell as any tourists and 

international students that were still in the country in Q2 continued to trickle out. All-up, the annual services surplus 

widened a little after it’s fall in Q2, contributing to the narrowing in the overall annual current account balance. 

The seasonally adjusted incomes deficit widened a little this quarter after narrowing in Q2. Still, the incomes balance 

continues to be heavily impacted by the pandemic, and the annual income deficit narrowed further. The result isn’t 

surprising given the incomes balance improves during a downturn. A softer domestic economy leads to weaker 

spending and domestic corporate profitability as well as lower interest rates offshore. 

Outlook: Widening again, eventually 
 
As we highlighted when the pandemic began, the NZ current account deficit has reduced markedly over the course of 

the year. NZ current account deficits often reduce during downturn – but not for the right reasons.  The resilience of 

NZ’s goods export values through the pandemic has also supported the current account balance, due to the sector’s 

high exposure to China (which has recovered from the pandemic faster than most), and the fact that commodity 

prices have held up well. Supply chain disruption, the global shipping container shortage and lengthy port delays have 

also weighed down import activity.  

We expect the annual current account deficit to narrow a bit further over Q4 but to begin to widen again over time. 

As the global economy emerges from the pandemic, domestic spending and corporate profitability are likely to pick up 

and COVID-induced disruption in international trade should fade from view. Still, the timing of the movement is highly 

uncertain and contingent on the rollout of the vaccine, and the broader economic recovery. 
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Disclaimer 

This document is published solely for informational purposes. It has been prepared without taking account of your objectives, financial situation, or 
needs. Before acting on the information in this document, you should consider the appropriateness and suitability of the information, having regard 
to your objectives, financial situation and needs, and, if necessary seek appropriate professional or financial advice.  We believe that the 
information in this document is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the information 
available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, 
reliability or completeness of any statement made in this document. Any opinions, conclusions or recommendations set forth in this document are 
subject to change without notice and may differ or be contrary to the opinions, conclusions or recommendations expressed elsewhere by ASB Bank 
Limited. We are under no obligation to, and do not, update or keep current the information contained in this document. Neither ASB nor any 
person involved in the preparation of this document accepts any liability for any loss or damage arising out of the use of all or any part of this 
document.  Any valuations, projections and forecasts contained in this document are based on a number of assumptions and estimates and are 
subject to contingencies and uncertainties. Different assumptions and estimates could result in materially different results. ASB does not represent 
or warrant that any of these valuations, projections or forecasts, or any of the underlying assumptions or estimates, will be met.   
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