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Chair’s foreword 
 
 
Trust is vital to a healthy financial services industry. However, trust in Australia’s 
financial sector has been eroded by the development of a corporate culture in 
some institutions that places profit before customers and sales before service. 
The reputation of Australia’s banking and financial system has been damaged by 
shocking examples of misconduct, in particular by the four major banks and AMP. 
Evidence provided to the Royal Commission has exposed parts of the financial 
sector as having a corporate culture motivated by greed and lacking in moral 
leadership.  
However, evidence of systemic failings also places the Australian Securities and 
Investments Commission (ASIC) in the spotlight because it is the regulator 
responsible for promoting investor and financial consumer trust and confidence, 
and ensuring fair, orderly and transparent markets.  
ASIC needs to be tougher. Australians expect the big banks and others to fear their 
regulator. There have been too many examples where ASIC has not adequately 
penalised those it regulates. The heavy reliance on enforceable undertakings, for 
example, rather than seeking court-imposed penalties, has not met community 
expectations. Too many Australians believe that the banks have been let off ‘scot- 
free’ at the expense of banking customers, resulting in terrible financial losses and 
gross injustices.  
The committee recognises that there is a new Chair and Deputy Chair of 
Enforcement of ASIC who are committed to taking a stronger stance on 
enforcement, supported by a range of tougher penalties recently introduced by the 
government. 
On 22 June 2018 ASIC appeared before the committee, as part of the review of the 
regulator’s 2017 Annual Report. The committee scrutinised ASIC on actions it is 
taking to restore trust, eliminate conflicts of interest and raise standards of 
professionalism in Australia’s financial services industry, ASIC’s surveillance and 
enforcement strategy, and new measures to strengthen ASIC. 



 

 
The committee heard the government is undertaking significant reform of the 
banking and financial sector, including improving ASIC’s ability to gather 
information, boosting its licensing and banning powers, and increasing criminal 
and civil penalties for corporate and financial misconduct. These reforms will 
ensure Australia’s penalties are a credible deterrent to unacceptable behaviour. 
The committee notes ASIC’s call to restore trust, eliminate conflicts of interest and 
raise standards of professionalism in Australia’s financial services industry and 
will continue to scrutinise ASIC’s performance in promoting cultural change. 
Ultimately, it is up to the leaders and individuals in finance to treat their 
customers fairly, which is central to rebuilding trust in the services they offer. 
Since the hearing, the government has announced a $70.1 million package of new 
measures to further strengthen ASIC including $26.2 million to help ASIC pursue 
the banks and other well-funded litigants in court for serious misconduct. ASIC 
will also receive $8 million to embed dedicated staff within the big four banks and 
AMP to monitor governance and compliance activities. 
The package also includes $9.4 million to increase supervision of the 
superannuation sector, $6.8 million to examine issues and pursue failings of 
corporate governance in large ASX companies, $6.6 million to implement reforms 
to whistle-blower protection, and $6 million to promote Australia as a world 
leader in regulatory technology solutions for the financial services industry. 
Ultimately, this will help rebuild trust in the financial system. 
Funding has also been earmarked to improve consumer access to the Financial 
Advisers Register, to boost ASIC’s enforcement work on the unfair contract term 
protections for small businesses, and for ensuring compliance by licensees and 
financial advisers with the Future of Financial Advice laws. 
This commitment of new funding will enable ASIC to more closely supervise the 
big banks and better pursue and prosecute those who engage in misconduct in 
corporations and within the financial services industry.  
The committee also took evidence on the poor response of one insurer, AAMI 
Insurance, to the 2015 Wye River bushfires in Victoria and heard that ASIC does 
not currently have regulatory oversight of the way consumers’ claims are handled 
by their insurers because of an exemption in the Corporations Act. The committee 
does not accept that this excuses ASIC’s lacklustre response and the inadequate 
penalty imposed on AAMI for making false or misleading statements in its 
advertising, after AAMI attempted to dramatically undercut insurance payouts to 
some policy holders who lost their homes in the bushfires.    
On behalf of the committee, I thank the Chairman of ASIC, Mr James Shipton, and 
other representatives of ASIC for appearing at the hearing on 22 June 2018. 
 
Sarah Henderson MP 
Chair 
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Terms of reference 
 
 
 
The House of Representatives Standing Committee on Economics is empowered 
to inquire into, and report on, the annual reports of government departments and 
authorities tabled in the House that stand referred to the committee for any 
inquiry the committee may wish to make. The reports stand referred in accordance 
with the schedule tabled by the Speaker to record the areas of responsibility of the 
committee. 
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