
Four charts that show why 
Nicola Willis’s austerity 

programme failed to deliver 
her desired fiscal surplus



Macro balances
• Aggregate demand and supply must always balance
• Start from the textbook macro identity

𝐶 + 𝐼 + 𝐺 + 𝑋 − 𝑀 ≡ 𝑌

• Which can be dissected and rearranged to give
𝑇 − 𝐺 + 𝑆 − 𝐼 + (𝑀 − 𝑋) = 0

Aggregate demand for output     = Supply of domestic output
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FISCAL SURPLUS     +      PRIVATE SECTOR SURPLUS + BALANCE  OF PAYMENTS 
CURRENT ACCOUNT DEFICIT

---------------TOTAL NATIONAL SAVINGS-----------------

=  0



𝑇 − 𝐺  +  𝑆 − 𝐼  + (𝑀 − 𝑋)  =  0

• For government to run a surplus (T – G) > 0,  there must be a 
matching imbalance somewhere else:
• Either a private-sector deficit (S – I) < 0
• Or a bop current account surplus (M - X) < 0
• Or both

• Pushing for a “budget responsibility” fiscal surplus means private 
sector borrowing unless the bop current account is in surplus

• New Zealand runs persistent current account deficits (M-X)>0, so 
either Government or the local private sector must be in deficit
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File ‘Sector balances updated September 2026’ sheet ‘Sector 
balances annual’

NZ state of economy 2026 version 5
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Three and a half fiscal consolidations, and Nicola Willis’s fail

NZ state of economy 2026 version 6



NZ state of economy 2026 version 7

ANZ Quarterly Economic Outlook August 2026 
file:///C:/Users/Owner/Downloads/ANZ-QEO-20260813.pdf 

Election

Investment growth halted Q3 
2023 as National-ACT headed 
for power. Ditto Government 
consumption

Net exports growing fast 
2024-25 but investment 

collapsed
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  C + I + G + X   − M ≡ Y


   ( T − G )         +            ( S − I )   + ( M   − X )         =               0


   ( T − G )         +            ( S − I )     + ( M   − X )     =   0

