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Disclaimer

This is Simplicity Research Hub's independent expert commentary and thought leadership on economic trends and policies of

interest to all New Zealanders.

This content is our opinions and is provided for general information only. It does not relate to your particular financial situation

or goals and is not financial advice or recommendations.

Any external resources provided are accessed at your own risk and the Simplicity Research Hub takes no responsibility for third

party content and does not approve, recommend, or endorse any external websites or the content they contain.

Simplicity NZ Limited is the issuer of the Simplicity KiwiSaver and Investment Funds schemes, for Product Disclosure
Statements please visit our website simplicity.kiwi. For more information on our Responsible Investment approach please visit

simplicity.kiwi/about-us/ethical-investments.



Key points

What we did isn’t working

A failure of imagination & understanding
Unicorns & short-termism

Better is possible; requires paying it forward
Actions: meaning, coordination, collective action.

Cohesion is a necessary precondition for durable prosperity.
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Global disorder

A long trend
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The world is getting better & worse

Share in Extreme Poverty
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Institutions really matter
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Fundamental
Culture

Institutions
Geography

Luck
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We aren’'t immune

Fraying social cohesion
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A Visual History of New Zealand Parliaments
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Wider malaise

NZ social cohesion scores Trust in institutions
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It is part of a broader trend
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Diverse friends & multiculturalism
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With important consequences
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e Democracy good
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Fragmentation themes

e

Inequality Politics Age
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Three New Zealands

Social cohesion clusters

Alienated,
28%

Connected,
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Ambivalent,
41%

Source: The Helen Clark Foundation

Share of respondents
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Social cohesion aspiration vs experience by age
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Hopeful, risk & opportunity

Sense of belonging Volunteering rate: Census measure
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We have issues & strengths

Safe harbour, if we invest



Globalisation is not dead

Global Export Share of GDP
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Exports and imports

Exports = Imports

1860
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Source: Statistics NZ, Simplicity Research Hub

Source: Fouquin and Hugot; CEPII 2016; IMF, World Bank, Simplicity Research Hub
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Although changed

Commodity mix of exports Export destinations
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Our place in the world...
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New Zealand over Europe, to scale
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...and gloriously isolated

Within 2,000 km of Wellington Within 2,000 km of Berlin

19



We are changing

Fertility rate
—Actual ——Replacement rate
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Components of population growth

Natural = Net migration =e=Population growth

Baby boom Immigration boom
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Source: Statistics NZ, Simplicity Research Hub
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Diversity is

place base

& changing

Ethnic diversity by region, 2023

Ethnicity HHI, 2023
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Source: Statistics NZ, Simplicity Research Hub
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Change in ethnic diversity, 1996 to 2023

Fall in ethnicity HHI
(every region became
more diverse)
Hexagon cartogram
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Demographics matter...

Working Age People per 65+ 0 Net Fiscal Contribution by Age Group
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...even there a mixed blessing

NZ Population: Actual & Projections Working age population: 15-64 years
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We don’'t encourage investment

NZ marginal effective tax rate, by asset class

Il Other savings vehicles
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I Housing
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Source: Simplicity Research Hub

60%

Bank equity required per $100 loan, NZ
RBNZ BS2A risk weight x 13% total capital ratio

Big-bank IRB models push housing
risk weights below 30% (gap widens)

Home loan, LVR <80% $4.55

Investor loan, LVR <70% $6.50

Home loan, LVR 80-90% $9.10

SME / small business

Corporate / commercial $13.00

$0 $5 $10 §15
Source: Simplicity Research Hub
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So what could work?

Invisible hand of the market vs the invisible fabric of society

25
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Theory of (enduring positive) change

/\Ham to do ﬂ

Ladders Unity

Gates Enduring

» Avert what is
bad

. We'come/ « Co-ordination posrtlve

boost what is « Cohesion

go0d change
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How: Low stakes, responsibility, action.

Stages of deepening commitment

Transmission
Knowledge passed between
generations

o—

— . Responsibility
Routes into real roles Belonging
Entry A stake that lasts
Easy to enter — no status C ti
neeted . orrection .
. Power to challenge and repair
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From unicorns...

28



...to what actually works

Long term Consistent
Strategy goals
Tools to
Instruments - Coherent
How we
Processes make Credible

decisions
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Using all levers

Design Develop Resource Deliver -
Connecting Championing Charging Nudging -
Engaging Agreeing Incentivising Educating -
Analysis Partnering Contracting Building -
Forecasting Planning Co-funding Providing -
Modelling Commissioning Targeting Reforming -
Testing Interpreting Investing Safeguarding -
Piloting Drafting Funding Preventing -
Evaluating Legislating Recovering Protecting -
30
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Theory of change: what?

o

Y @‘

Tinkering with existing Introduce new ways Change the goals of
ways what we want to achieve
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The big ideas are the same

Investing in our people Lifting our gaze...

Investing in social

i frastructure ..bearing costs and...

Investing in physical

infrastructure ..sharing benefits

32
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Meet across difference

The average week of a worker IndiVid ual aCtion

Sleep

Paid work

Mass media / TV / free time
Other personal care
Household work

Social entertainment
Purchasing goods/services
Sports & hobbies

Child care

Other unpaid work
Religious, cultural & civic

Education & training

Source: Statistics NZ, Simplicity Researc

» Show up: sport, culture, faith,
civic life

 Volunteer: time is a great
equaliser

* Donate and bequeath

* [nvest in impact

« Small actions ripple: none

0 1|0 2|o 3|o 4|0 5|o 6I0 7|0 need be tectonic

Hours per week
h Hub

33



Solidarity, stewardship & lifting our gaze
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