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1. This decision is taken by the Executive Directors in concluding the 1968 
consultation with New Zealand pursuant to Article XIV, Section 4 of the Articles of 
Agreement. 

2. Since about the middle of last year, economic activity has been rising after a 
period in which domestic spending was reduced in a successful effort to eliminate a 
large external deficit. Trading bank advances and discounts rose rapidly in the 
second half of 1968 and in December the Government raised some sales taxes and 
reinforced restraints on bank credit. In March 1969 trading bank advances and 
discounts were 12 per cent higher than in March 1968. Net bank credit to the 
Government remained below the previous year's level during the year ended March 1969i 
the budget deficit was roughly the same as in the previous year but larger amounts of 
debt were sold to financial institutions other than the Reserve Bank and trading 
banks. The Fund shares the view of the New Zealand authorities that the present 
expansionary forces should be prevented by appropriate domestic financial policies 
from recreating conditions of excess demand. 

3. Although New Zealand still faces difficulties of access to markets for some of 
its main export products, and prices of a number of those are still weak, export 
receipts in the year ended May 1969 totaled $NZ 979 million, over 7 per cent higher 
in U.S. dollar terms than in the 12 months before the New Zealand dollar was 
devalued in 1967. The recovery in internal activity led initially to a sharp rise in 
imports in 1968 but there has been a leveling off since the third quarter of that 
year. For the year ended May 1969, total import payments were $NZ 763 million and 
the current account showed a surplus of $NZ 44 million (US$49 million). New Zealand 
has made substantial repurchases from the Fund and repayments of other balance of 
payments assistance used in the years 1965-67. At the end of May 1969 net overseas 
assets of the banking system and Treasury-held foreign securities together amounted 
to $NZ 304 million, equivalent to US& 340 million, which is US$24 million more than 
in May 1968. 

4. Some further progress has been made with the relaxation of restrictions on current 
payments and with the removal of quantitative restrictions on imports and over half of 
private imports are now free from licensing. The remaining import restrictions and 
restrictions on current payments are maintained for balance of payments reasons. The 
Fund believes that continued progress in the liberalization of restrictions, supported 
by adequate demand management policies, would be beneficial to New Zealand's efforts 
to promote balanced economic growth. 


