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September sees sustained stability  
 The annual current account deficit as a % of GDP remained stable over the September quarter. 

 Although, revisions to earlier quarters mean that the deficit was smaller than expected. 

 We expect the annual deficit to narrow a touch over coming quarters. 

Summary 
The annual current account deficit remained stable at 3.3% of GDP over the September quarter.  While the annual 

deficit was smaller than market expectations, the stable quarter-to-quarter deficit was as expected. In other words, 

the lower-than-expected annual deficit owed to data revisions to earlier quarters.  This further confirms that calendar 

2018 was the peak in the deficit for now, encompassing a period when imports rose at a rapid pace. 

Looking over the last quarter of 2019 and heading into 2020, we expect the current account deficit to narrow a 

touch.  Very strong export prices, particularly for meat, fruit, seafood and to a lesser degree dairy, will support the 

goods balance and thus a narrowing in the overall deficit. Meanwhile, with NZ being a net borrower, low interest rates 

will also work in the same way to support a narrowing in the overall deficit. 

Comments 
The Q3 current account deficit was stable in line with our 

expectations.  Indeed, the Q3 result was the third quarter in a 

row that saw the current account post a 3.3% of GDP deficit. That 

said, we do note that the result for the quarter was a narrower 

deficit than expected, with this result owing to data revisions for 

previous quarters. 

Over the quarter, the income deficit narrowed, with the Q3 

deficit $162m smaller compared to Q2.  The transfers deficit also 

narrowed by $102m from Q2. 

Meanwhile, the goods deficit actually widened in seasonally-

adjusted terms.  The wider quarterly deficit owed to earlier weak 

agricultural production and thus weak export volumes.  However, 

we anticipate that this weakness will prove temporary.  Indeed, 

we expect the goods deficit to narrow over the next year as record export prices for several export sectors flow 

through to the current account data. 
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On the services side, there was a small fall ($68m) in the 

seasonally-adjusted services balance.  However, the balance 

remains comfortably in surplus at $1,004m. 

We should give the external accounts a continued tick for 

moving in a direction that is making NZ more financially 

resilient.  We are still running current account deficits (spending 

more than what we earn as a nation).  But those deficits are now 

smaller at 2.9% of GDP on average since 2010, down from 4.1% 

on average in the 20 years before that.  In addition, that average 

2.9% of GDP annual shortfall is now being more noticeably 

outpaced by average nominal GDP growth of 4.8% a year over 

the same period.   

As a result, our net foreign liabilities have fallen from a peak of 

84% of GDP in early 2009 to 52% to 58% in recent years.  Stronger tourism and foreign investment earnings, along 

with lower interest rates on external debt have helped shift the needle relative to before the Global Financial Crisis. 

More recently, a lift in NZ’s agricultural export earnings have begun to flow through as well. 
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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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