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Introduction – The State of the Industry  
 Risk environment is increasingly complex – legal, regulatory, operational, reputational as well as economic, 

societal, environmental, technological, and geopolitical.  
 COVID-19 and the economic fallout will continue to pose a critical threat. 
 World Economic Forum’s Global Risk Report 2022 identifies ‘social cohesion erosion’ as the top short-term 

risk and ‘climate action failure’ as the top long-term risk. What do these short and long terms risks mean for 
policymakers, decision-makers, regulators, and voters in Australia?  

 COVID-19 has accelerated the digital economy, information is a source of empowerment and asymmetry, 
cybersecurity risks are growing, expectations about the role of financial institutions to mitigate this risk are 
expanding. 

 The pace of regulatory change is unrelenting. How do we galvanise action to improve our legal and 
regulatory settings, in an environment where less is not seen as more and where there are many other 
priorities and distractions?  

 What can we learn from the past? Four days and 20 years ago on 11 March 2002 was the commencement 
date for the Financial Services Reform Act (FSRA) – it was also the day that Avril Lavigne released her hit 
song ‘Complicated’. In four days and 19 years ago on 19 March 2003, US air raids on Baghdad started, 
making the commencement of the Iraq War – the way we see the world will be influenced by our 
experiences, but also our mindset, willingness to think creatively, and perspective.  

 Uncertainty, volatility, and instability will influence the challenges faced by AFIA members and what is 
needed to support customers, employees, stakeholders, and the wider community.  
 

The Regulatory Landscape 
 Regulators globally are looking at similar issues, with jurisdictions aligned on priorities in a way not seen 

for some time – we need to ensure we are keeping a watching brief on international developments and we 
are managing the ongoing reform agenda (incl. Royal Commission recommendations). 

 FSRA – principles-based regulation that recognised the ‘nature, scale and complexity’ of financial firms has 
ended up too complex and complicated – we need to get across the new consumer duty in the UK. 

 Technology – modernising the finance industry, such as definition of BNPL and visibility of indebtedness, 
payments system reform – new ‘functions-based’ licensing, regulation of digital assets and crypto – we 
need to participate in these debates.  

 Breach reporting – ASIC will start reporting on breach reporting data later this year – we need to glean 
insights from aggregated results.  

 Complaints handling – ASIC will expect greater attention to systemic and emerging trends – we need to 
embed data into customer experience results to get ahead of the curve.  

 Unfair contract terms – shifting the balance of power to the borrower, with a change in the definition of a 
small business consumer. Fair Trading Act (NSW) will be impacted with the change of definition and some 
financial firms will need to conduct a full review of standard form contracts and ensure their disclosures 
comply (including through intermediaries) – we need to get further legal advice on the intersection 
between the legal obligations.  
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 Privacy – protecting customer data and addressing information asymmetry – we need to ensure proposed 
changes do not inadvertently impact financial services, especially the lifecycle of credit and finance 
products. 

 Cumulative impact of regulation – overwhelming level of change may create financial and non-financial 
risks and the likelihood that the Council of Financial Regulators will need to increasingly consult with other 
regulators (i.e. ACCC and OAIC) or expand its membership.  
 

Trends In Financial Crime – AUSTRAC  
 Financial intelligence – regulation is aimed at customer (not entity). Regulated entities should adopt a 

‘spirit of the law’ approach, which is to disrupt and prevent financial and organised crime. 
 Criminals are adaptable and opportunistic – nature of organised crime moving into new areas (e.g. disaster 

relief scams, crypto scams) and crime being committed in real time – we need to think about mechanisms 
to interrupt real time (active prevention versus reactive prosecution).  

 Misuse of payments – payment instructions and messages being used to perpetrate crime is growing, 
including organised crime and financial abuse – we need to revisit to ensure we are protecting vulnerable 
customers as well as facilitating ease of transactions.  

 Collaboration – formal and informal exchange of information is needed. Reporting is incredibly useful for 
AUSTRAC intelligence. Engagement to build capabilities in risk management. Audit power used with 
Afterpay noted as successful to build knowledge and capability (and ensure compliance) – we need to work 
together better to help prevent financial crime (i.e. use of data, new technologies, shared learnings). 

 Guidance – AFIA members should monitor upcoming guidance – we need to constantly educate as new 
criminal activities emerge, in order to develop effective legislation and response strategies to rising trends. 

 
The Importance of Data 
 Crisis management – a quick answer is the best answer in a crisis, but how do we prepare and understand 

to provide informed answers quickly?  
 Managing reputational risk – matrix of damage potential v reach of issue v level of control. 
 Social network analysis – profile granularity and helicopter view combined to identify public and 

reputational risks. Interpretation of data involves AI and analytics matched with other insights  
(i.e. judgement?) 

 Customer expectations – multiple levels of understanding are required to identify the reasons behind 
consumer attitudes, which can drive changes in community (and political) expectations quickly. 

 Thought leadership – finance industry has an opportunity to fill the space (currently little noise about 
financial services, especially compared to the Royal Commission) – we need to see industry data and 
reputation management as strategic insight, not a compliance cost. We need to recognise if we don’t fill 
the space, others will! 

 
First day wrap up 
 Managing risk is no longer just about internal systems and policies, it also involves managing the external 

environment. How can we best understand that environment and get ahead of changes in customer and 
community expectations? How do we embed data from across multiple inputs and sources into our risk 
models, but also identify and understand the ‘unknown unknowns’?   

 Domestic and international factors are evolving. The hot topic for Australia is housing affordability –  
how do we promote homeownership in a responsible manner, economically and socially? The hot topic 
internationally is the impact of war in the Ukraine – how do we prepare for the result of escalating tensions, 
on trade, supply chains, immigration, national security, etc?  

 The finance industry has an opportunity to be thought leaders, and to help customers, employees, 
stakeholders, and the wider community through this ever increasingly complicated world. 
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16 March 2022 
 
Introduction – second day  
 Looking beyond our immediate period of recovery, there is a world-class future for our industry and  

for Australia – one that is more inclusive, resilient, and sustainable – one with a world-class financial 
services industry. 

 AFIA has a unique position as the only industry association with representation from across the entire 
finance industry. With over 135 members, we are the collective voice for our industry, customers – 
consumers and businesses – and stakeholders across Australia.  

 Our voice enables us to play an important role in advocating for better outcomes, whether that’s 
supporting customers through the difficult times, explaining what’s happening in the economy and what’s 
needed to drive productivity and growth, or accelerating innovation and competition to deliver financial 
wellbeing and prosperity. 

 The AFIA Board have asked us to restate our strategic goal as a vision statement and to build on our 
strong platform with new strategic priorities. Our priorities for 2022 are focused on: 
1. A regulatory framework fit for the future 
2. Digital innovation and data 
3. Transparency and safety 
4. Sustainability and green finance (climate finance) 
5. Diversity, equity and inclusion. 

 
Developments in Small Business Lending – ASBFEO  
 Right-size regulation – regulation needs to be effective, but “no amount of black letter law will do more to 

regulate behaviour than what’s in people’s hearts”. 
 Industry codes – must do more than what’s contained in the law and financial firms shouldn’t “aspire to be 

code compliant”. Industry codes are a “slack way of regulating” and are “growing quicker than blackwattle 
in a bushfire area” – we need to do more to go above and beyond the law and drive best practices through 
industry standards.  

 Access to finance – continues to be an issue for small businesses, with a lack of information and awareness 
impacting perceptions and reality. Better assessment of consumer risk and consumer harm by lenders as 
well as improved inclusion for all small business owners seeking finance is needed. Two-thirds of business 
innovators being women with little access to finance. Small businesses cannot afford or don’t have time to 
digitise their business.  

 Resilience – dysfunctional evaluation metrics for insurance providers and small business lenders can 
severely impact the resilience of businesses in the face of disasters. Often difficult conversations are 
necessary when it comes to establishing clear needs and strategies for rebuilding and growing. ASBFEO 
report to be handed to the Federal government on Friday – we should keep our eyes out for publication.  

 Business continuity planning – must become ‘sexy’ – we need to find ways to provide better guidance and 
advice (do we partner with accountants or others?) 

 Regulatory issues: 
o PPSR – is clunky in execution (example of securities not being released from register in a timely way or 

lenders having to re-register and borrowers paying the cost in refinances). 
o UCT – this will pass the Parliament. The next area of attention is ‘unfair practices’. 
o RLO – should not conflate responsible lending requirements with small business lending requirements 

– purpose of lending is different for business. 
 Collaboration – AFIA can play a vital role here through information and data, financial literacy, and 

events. AFIA can be a pathfinder to help small business navigate information and choices – we need to be 
a “translator”. 
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Creating Better Customer Outcomes – AFCA 
 Data – there has been an “extraordinary decline in financial hardship” disputes, with 40% fewer matters 

than two years ago. However, overall, disputes have increased since the recent floods.  
 Disputes management – there needs to be greater consideration of the macro-context, including housing 

affordability when “1 in 4 mortgages is more than 6 times income”. Full comprehension of relevant 
jurisdictions for the development of better industry tools and practices was emphasised, with use of new 
technologies to drive more successful outcomes for customers highlighted. 

 Vulnerable customers – an area of focus for AFCA is mis-selling of funeral insurance to Indigenous 
customers, with AFCA asking financial firms to assist and cancel direct debits for customers. Another area 
of focus is debt management firms and vexatious disputes, with AFCA taking action to restrict such claims 
and misuse of the EDR scheme.  

 E-payments Code – ASIC response “is not wholesale change and doesn’t address scams”. Consumer groups 
consider AFCA is failing consumers and they consider a different regulatory framework should apply. AFCA 
applies law to date. 

 Compensation Scheme of Last Resort (CSLR) – proposed legislation is in the Parliament. AFCA recognises 
concerns about moral hazard and that details will need to be further considered, such as inclusion of 
managed investment schemes (MISs). Consumer groups want the scheme to include funeral insurance and 
past unpaid determinations.  

 Reviews into AFCA’s terms of reference and fee methodology – introduce greater efficiency and timeliness 
and remove cross subsidisation through ‘user pays’ model. The proposed simplified and reduced fee 
structure means greater users pay more and incentives for early resolution and better complaint handling 
are built into the model – AFIA comments have been adopted, but we need to continue to engage and 
make a submission on the consultation paper.  

 Fairness – publish a new ‘Fairness Playbook’ setting out standards based on assessment of legal principles, 
“applicable codes”, industry practice and precedent. The guideline means better process and consistent 
decisions and outcomes – key message for AFIA members is the importance of communication with 
customers (template letters need to be translated into tailored responses).  

 
Compliance in the Workplace 
 There is a new version of the ‘flexible work’ regime – compliance challenges and risks associated with 

remote and hybrid work, including wages risks, security risks, return to work (vaccination) risks, talent risks, 
mental health risks – how long will adapting to remote work be deemed a valid excuse for failures in 
regulatory compliance?  

 Trends in workplace practices highlights changing expectations of employees, with workplace and 
employment laws not keeping pace – we need to make sure new systems and processes align with  
the organisation’s Risk Appetite Statement (RAS) and communication and record keeping practices  
support decisions (including use of employee surveys and other information gathering to substantiate 
decisions).  

 Technology and data-driven decisions will be critical to risk management and compliance in the  
new workplace (supplementing employee surveys, for example, including workplace access data to 
substantiate changing work patterns and employee expectations) – we need to be careful and make sure 
the right privacy, security and other disclosures are in place, especially with regards to potential use of 
access data – physical and technology).  

 Modern workforce expectations need to be built into workplace systems – regular employee surveys, 
appropriate training and professional development, implementation of teamwork and collaboration 
strategies are proactive ways to establish good working cultures and support overall business success. 
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 Employees are seeking greater flexibility, with recent studies showing this is more valued than 
remuneration – we need to rethink workplace programs and plans, adapt to reflect changing employment 
conditions and expectations, and move beyond the “pandemic grace period”. We also need to think about 
the opportunities for equity and inclusion with new working models.  

 
Regulation Now and in the Future – ASIC 
 Looking ahead – ASIC is shifting from a COVID-19 focus to longer-term priorities. Strategic priorities for 

2022 are continued focus on poor product governance and protecting consumers from poorly designed 
products, sales, mis-selling practices (across distribution channels), and protecting consumers from 
increasing and evolving financial scams. 

 Regulatory reforms and issues: 
o Design and Distribution Obligation (DDO):   

 significant shift in focus away from services to products and away from disclosure (‘customer 
responsibility’) to design and distribution practices (‘product manufacturer and intermediary 
responsibility’) 

 ASIC moving to a targeted surveillance and enforcement approach with DDO 
 TMDs are vital – ASIC has seen financial firms moving existing products into the regime, rather 

than developing new products – we should take notice of the signals: 1) ASIC is not impressed with 
the quality of TMDs with closer consideration of what customers are not appropriate to identify 
how to describe what customers are suitable for the product, and 2) ASIC is expecting DDO to 
result in new and better financial products not old product rebadged! 

 BNPL – ASIC have commenced reviewing BNPL providers TMDs. Early observation is that TMDs are 
too broadly drafted, for example, TMD needs to be more specific not simply state that BNPL is for 
“consumers who want to split payments in four”.  

 ASIC wants to engage with industry on what would organisations need to see in order to review 
their TMD (i.e. review triggers). 

o BNPL – ASIC believes it is “very hard to get a common definition of BNPL”, with over 20 active providers 
in the market and lots of people trying to call themselves BNPL. ASIC acknowledged AFIA’s BNPL Code 
of Practice and the recent change to the definition. ASIC is continuing to monitor consumer experience. 

o Breach reporting – ASIC indicated there has been a significant uptick in breach reports. ASIC is 
undertaking further work to understand how to improve the system and ensure better “consistency of 
reporting”.   

o Complaint handling – ASIC indicated that compliance with RG 271 will drive better customer outcomes 
– we should take notice of the signals: 1) ASIC is expecting better customer experience (easier 
processes, faster decisions, fairer outcomes), and 2) ASIC believe better complaint data embedded with 
better breach data is a tool for continuous improvement by industry.  

o Financial difficulty – ASIC have commenced a review of financial hardship practices to better understand 
how lenders have been supporting customers and what improvements can be made based on recent 
experiences with COVID-19 and disaster impacted customers. Examples of areas to improve include 
ease of access to information about how to make a hardship request, simplifying and clarifying 
communications, and early identification of vulnerable customers. (AFIA asked ASIC to provide a report 
on their findings so industry could learn – this idea will be considered by ASIC.)  

o Regulatory Efficiency Unit – a new team in ASIC is looking at ways the regulator administers the laws 
and how practices can be improved through more structured and coordinated programs to address 
“frictions in the system” and deeper, but appropriate, engagement with industry. (AFIA has provided 
written and verbal feedback and will continue to provide insights to the team.) 
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 ASIC vision – ‘A fair, strong and efficient financial system for all Australians’ – ASIC indicated that 
operationalising this vision means being focused on “good customer outcomes” (i.e. DDO compliance, 
vulnerable customer initiatives), addressing emerging issues (e.g. cybersecurity risks, crypto and digital 
assets regulation, ESG opportunities), and implementing better reg-tech (both the regulator and regulated 
entities).  

 
Looking through a different lens 
 What happens when we experience a crisis? – human mind and body reacts to threat with a ‘fight, flight, or 

freeze’ response, which is an involuntary physiological reaction that enables us to protect ourselves from 
the perceived threat.  

 The moment of the threat, our instinct means we focus on what is essential – the importance of listening 
and trusting our instincts.  

 The perception of the threat (crisis or stress) is what matters most! – the importance of having perspective 
and putting in place structures to support us being able to maintain perspective (i.e. mentor and guidance 
from others, distance and time-out, structured work plans, etc).  

 After the threat is gone, the distance between the threat and response/recovery can impact us physically 
and mentally (i.e. exhaustion) – it is up to us to put in place plans to support response/recovery.  

 What is our potential? – setting goals for success that stretch our response/recovery and result in us 
achieving more than we first envisaged (using crisis to reset and reimagine what is possible).  

 
Second day wrap up 
 The level of risk (and anxiety) has changed – we need to develop a better understand of the macro and 

micro influences on not just our environment, but how we feel about our environment, and therefore, how 
that influences what we think should be done about our environment – we need more sophisticated risk 
modelling and organisational systems and policies that embed a holistic view of customer and stakeholder 
engagement. 

 The number and complexity of issues is growing, but similar debates are happening in Australia and 
overseas and we need to pay attention to these debates and understand what they mean for our individual 
businesses, customers, employees and stakeholders, and industry as a whole.  

 Opportunity = we can learn from others’ experience.  
 Risk = solutions and policies designed overseas might not be right for Australia; economically, socially, or 

technologically. More importantly, our experience has been different which means our mindset and 
expectations are different, especially through the COVID-19 global pandemic – what does this mean for us? 
What do we need and therefore, how do we influence policymakers and decision-makers that what works 
overseas mightn’t work or be appropriate here?  

 Change is not linear – there will be further disruptions – how do we best prepare for the impacts of legal, 
regulatory, operational, and reputational changes?  

 The finance industry has great opportunities: 
o Stakeholder engagement – collaboration was a key message from key stakeholders, but there was 

also a clearly identified need for education. Industry expertise is our strength!  
o Leadership – we need to harness our strength through education (financial literacy), economic 

contribution (industry data), setting standards (industry codes). 
o Get ahead of the curve – learning and preparing using data science and analytics, applying our 

judgement (instinct and perspective), and being clear about purpose – what is our potential?  
 If we are going to reach our potential, we will need to challenge the status quo and get out of our comfort 

zone – leadership that unifies, is adaptable, and builds on our resilience will be needed for success.  


