
 

CONSUMER PROTECTION IN THE BANKING, 
INSURANCE AND FINANCIAL SECTOR  
 

MARCH 2017 

Consumer protection in the banking, insurance and financial sector
Submission 19



 

 

 

 

 

 

 

 

 

 

 

 

Set up by consumers for consumers, CHOICE is the consumer 

advocate that provides Australians with information and 

advice, free from commercial bias. By mobilising Australia's 

largest and loudest consumer movement, CHOICE fights to 

hold industry and government accountable and achieve real 

change on the issues that matter most. 

To find out more about CHOICE's campaign work visit 

www .choice.com .au/campaigns 

choice 57 CARRINGTON ROAD MARRICKVILLE NSW 2204 

P 02 9577 3333 F 02 9577 3377 

Consumer protection in the banking, insurance and financial sector
Submission 19



 

 

INTRODUCTION .................................................................................................................. 4 
Summary of recommendations ............................................................................................... 6 

1. COMPETITION ACROSS THE BANKING SECTOR ...................................................... 8 
Detriment from lack of competition: a highly-concentrated market ......................................... 8 

Detriment from lack of competition: rising bank fees .............................................................. 9 

Detriment from lack of competition: poor consumer understanding of product features ...... 10 

Market-wide solutions to increase competition ..................................................................... 11 

Credit cards: a competition case study ................................................................................. 12 

2. LIFTING PROFESSIONAL STANDARDS AND REMOVING CONFLICTS ................... 22 
Financial advice .................................................................................................................... 23 

Property investment advice ................................................................................................... 27 

Mortgage broking .................................................................................................................. 28 

Remuneration for front-line staff ........................................................................................... 32 

3. SUPPORT SERVICES FOR CONSUMERS ................................................................. 35 
Funding for not-for-profit support services ........................................................................... 35 

Last resort compensation scheme ........................................................................................ 35 

Consumer protection in the banking, insurance and financial sector
Submission 19



 

CHOICE | Consumer protection in banking, insurance and the financial sector 4 

 

INTRODUCTION 

Consumer protection in the banking, insurance and financial sector
Submission 19



 

CHOICE | Consumer protection in banking, insurance and the financial sector 5 

 

1

1 Transcript of House of Representatives Standing Committee on Economics Review of Australia's Four Major Banks (Public) Friday, 3 March 2017 Canberra. 

Witness: National Australia Bank. 
2 From Treasury (2016), Credit cards:  improving consumer outcomes and enhancing competition, 

http://www.treasury.gov.au/ConsultationsandReviews/Consultations/2016/Credit-card-reforms Over 15 per cent of credit card users in the lowest income quartile 

were likely to persistently revolve credit card balances (and, therefore, pay interest), compared to less than 5 per cent of users in the highest income quartile 

(Reserve Bank of Australia, 2015). 
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1. COMPETITION ACROSS THE 

BANKING SECTOR 

Detriment from lack of competition: a highly-

concentrated market  

 

4

 

 

5

3 CMA (2016), Making banks work harder for you, p.3.  
4 CHOICE Consumer banking survey 2014. Referenced in CHOICE, Submission to the Financial System Inquiry. http://fsi.gov.au/files/2014/04/CHOICE.pdf The 

survey was conducted between 20-23 March 2014 with 1048 Australians aged 18+ from a permission-based panel (Pureprofile). Of these, 1005 indicated they 

had at least one of the following: everyday transaction account (and/or any offset account used for everyday transactions), home loan, credit card and savings 

account or term deposit. A nationally representative sample was drawn based on population data sourced from ABS Census 2011, and the final sample was 

weighed by age group, gender and location. 
5 Ibid. 18% answered “Don’t know”.  
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 

 

 

 

Detriment from lack of competition: rising bank fees 

 

  

6 See RBA, Banking Fees in Australia, 2016 http://www.rba.gov.au/publications/bulletin/2016/jun/pdf/bu-0616-6.pdf 
7 Australian Bureau of Statistics, March 2016 Consumer Price Index http://www.abs.gov.au/ausstats/abs@.nsf/mf/6401.0  
8 The Australian Bankers’ Association, Fees for Banking Services – 2016 Report, shows that an average household paid $9 in fees each week, or $468 in the 

year.  
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Detriment from lack of competition: poor consumer 

understanding of product features  

10 11

12

9 The reduction in household bank fees since 2009 consisted mostly of a reduction in so-called ‘exception fees’, for example penalties relating to insufficient 

funds, over-limit or late-payments. This reduction followed the launch of a joint ‘Fair Fees’ campaign from the Consumer Action Law Centre and CHOICE from 

June 2007. As the campaign gained momentum, the RBA published bank exception fee data for the first time, in its May 2009 bulletin. In July 2009, NAB 

announced it would scrap penalty fees on transaction accounts, with other banks announcing reductions in August. In May 2010, Maurice Blackburn announced 

class actions targeting a series of bank exception fees. 
10 ASIC (2016), REP 481: Australian financial attitudes and behaviour tracker, Wave 4: September 2015-February 2016 

http://www.financialliteracy.gov.au/media/559536/australian-financial-attitudes-and-behaviour-tracker_wave-4.pdf  
11 Ibid.  
12 ASIC (2016), REP 492 A market that is failing consumers: The sale of add-on insurance through car dealers http://asic.gov.au/regulatory-resources/find-a-
document/reports/rep-492-a-market-that-is-failing-consumers-the-sale-of-add-on-insurance-through-car-dealers/   
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Market-wide solutions to increase competition 

13

14

 

15

 

13 Federal Government (2015), Improving Australia’s Financial System, Government response to the Financial System Inquiry 

http://treasury.gov.au/~/media/Treasury/Publications%20and%20Media/Publications/2015/Government%20response%20to%20the%20Financial%20System%20

Inquiry/Downloads/PDF/Government_response_to_FSI_2015.ashx  
14 Competition and Market Authority (2016) ‘Making banks work harder for you’ 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/544942/overview-of-the-banking-retail-market.pdf 
15 Financial Conduct Authority, (January 2015), Occasional Paper No. 7, Stimulating interest: reminding savers when to act when rates decrease.  
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16

 

17

Recommendations 

 

 

 

Credit cards: a competition case study 

16 Financial Conduct Authority (December 2015), Occasional Paper No.12, Encouraging consumers to act at renewal: evidence from field trials in the home and 

motor insurance markets.  
17 Financial Conduct Authority (March 2015), Occasional Paper No. 10, Message received? The impact of annual summaries, text alerts and mobile apps on 

consumer banking behaviour.  
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18

  

Credit card interest rates 

18The original assessment is available in CHOICE’s submission to the Senate Economic Committee’s Inquiry into Matters Related to Credit Card Interest Rates 

(submission 10) http://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Credit_Card_Interest/Submissions  

13.00

14.00

15.00

16.00

17.00

18.00

Average credit card interest rates: 2011-2016 
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19

Margins on low rate credit cards  

  

19 RBA Credit and Charge Card Statistics C01 12/01/2017.  
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Consumers perspectives on credit card interest rates 

 

 

 

 

 

 

20 From Treasury (2016), Credit cards:  improving consumer outcomes and enhancing competition, Over 15 per cent of credit card users in the lowest income 

quartile were likely to persistently revolve credit card balances (and, therefore, pay interest), compared to less than 5 per cent of users in the highest income 

quartile (Reserve Bank of Australia, 2015). 
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Poor demand-side competition as a primary driver of consumer 

harm 

 21

 

 

 

 

22 23

21 CHOICE, survey into consumer use and understanding of credit cards, July 2015. This survey was conducted among 1,679 Australians aged 18-75 years. Of 

these, 1,244 have at least one credit card. Quotas were set up to ensure the final sample is representative of the Australian population by age groups, gender 

and state, data was weighed to the latest ABS population data (Census 2011). Fieldwork was administered and managed by GMI-Lightspeed who is a member 

of AMSRS and abides strictly to codes of conduct for market research and panel management in Australia. Fieldwork commenced on 23rd July, 2015 and 

completed on 29th June, 2015. Data has been significance tested at 95% confidence level. 
22 Paragraph 4.18 “…helping consumers accurately and easily value and compare credit cards is an important factor in improving the ability and incidence of 

consumers pursuing better value credit card options. Empowering consumers in this manner is also likely to help create a stronger competitive focus on the 

pricing of credit cards.”  , Senate Economics Committee (2015), Interest rates and informed choice in the Australian credit card market  

http://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Credit_Card_Interest/Report  
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Improving consumer understanding of credit cards 

24

Recommendation:  

 

23 Treasury (2016), Credit cards:  improving consumer outcomes and enhancing competition, p.8-10.  
24 Treasury (2016), Credit cards:  improving consumer outcomes and enhancing competition. 
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Designing products to allow switching and card cancellation 

 

 

25

 

26

 

 

 

27

 

 

 

28

25 Clause 31, ANZ Credit Cards Conditions of Use updated 20.6.2016, https://www.anz.com.au/content/dam/anzcomau/documents/pdf/anz-creditcards-

conditions-of-use.pdf  
26 Commbank Credit Card Conditions of Use, updated 1.12.2016  https://www.commbank.com.au/content/dam/commbank/personal/apply-online/download-

printed-forms/CC2-01062010.pdf  
27 Clause 17, NAB Credit Card Terms and Conditions, updated 07.11.2016 https://www.nab.com.au/content/dam/nabrwd/personal/banking/documents/nab-

credit-cards-tcs.pdf  
28 Clause 13.1, Westpac Combined Conditions of Use Credit Guide, updated 28.10.2016 

https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/pb/Consumer_Conditions_of_use.pdf  
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29

Recommendation: 

 

o 

 

29 Data provided by Mozo.  
30 Treasury (2016), Credit cards:  improving consumer outcomes and enhancing competition. 
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 

 

o 

o 

Access to data to stimulate competition  

31

32

31 CHOICE, survey into consumer use and understanding of credit cards, July 2015. This 
32 http://asic.gov.au/regulatory-resources/financial-services/epayments-code/  
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Recommendations: 

 

 

 
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2. LIFTING PROFESSIONAL 

STANDARDS AND REMOVING 

CONFLICTS 
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Financial advice 

 

 

 

 

 

Life insurance advice 

33 In addition to legislative requirements advisers also have obligations to clients under the general law tort of negligence and fiduciary 
obligations.
34 This is primarily located in s961B of the Corporations Act 2001 but further defined in s961E and regulatory guidance. See ASIC (2014), 
Regulatory Guide 175, Licensing: Financial product advisers Conduct and disclosure (RG175).  
35 Part 7.7A, Division 4 of the Act.  
36 See s1041E-H of the Act.  
37 Largely contained in s962 and s1317 of the Act.  
38 Part 7.7 of the Act.   
39 ASIC (2014), Report 413: Review of retail life insurance advice, pp. 5-7.  
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Clarity about adviser connections to financial institutions 

42

40 Roy Morgan Research, August 2014, Confusion with Financial Planner Independence Continues:  http://www.roymorgan.com/findings/5716-
confusion-with-financial-planner-independence-201408040221  
41 Ibid.  
42 FSI Final Report, Rec 40 p 27.  
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Ongoing (or grandfathered) commission arrangements 

 

Ongoing conflicted remuneration: asset-based fees 

43 ASIC (2014), Report 407: Review of the financial advice industry’s implementation of the FOFA reforms, p. 31. Note, this figure is based on a 
limited sample of 48 licensees but it is the only publicly available data on grandfathered income. 
44 See Commonwealth Bank (2014), Annual Report 2014 p. 15. NB: Colonial First State income incorporates all income from financial planning 
businesses at CBA.  
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Recommendations 

 

 

45 As defined in s963B(a-b), s963C(a), s963D of the Act.  
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 

 

Property investment advice 

46

47

Recommendations:  

 

46 Senate Economics Committee (2017), Scrutiny of Financial Advice, Report 1: 

http://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Scrutiny_of_Financial_Advice/Report/c08  
47 http://consumerlaw.gov.au/spruikers/  
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 

 

 

Mortgage broking  

CHOICE research shows brokers may be putting clients at risk  

 

 
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 

 

48

48 This question was asked as part of CHOICE’s Consumer Pulse study. Consumer Pulse is a study conducted by CHOICE among a sample of 1025 

respondents aged 18-75 years. The sample is a nationally representative of the Australian population, based on the 2011 ABS Census data. The study was 

conducted via an online self-complete survey in partnership with The ORU. The ORU is an ISO 20252 / ISO 26362 accredited panel provider and full AMSRO 

member. Fieldwork was undertaken from 21 to 29 July 2016. 
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Standards for mortgage broker behaviour must be lifted 

49 Section 8 of the Act defines the process of credit assistance as where a person suggests a consumer apply for, increase or remain in a particular credit 

contract or assists the consumer with an application or increase. Section 9 defines instances where a person ‘acts as an intermediary’ between credit providers 

and consumers. Both terms include the primary roles of a mortgage broker. For clarity, this paper uses the term ‘mortgage broker’ where the legislation refers to 

‘credit assistance providers’ or ‘intermediary’.  
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54

55

50 S 26 of the NCCP Act and Regulation 22,  http://www.comlaw.gov.au/Details/C2014C00411/Html/Text#_Toc393444815   
51 s 117 of the NCCP Act.  
52 s 115, 123, 138 and 146 of the NCCP Act.   
53 s 113, 114, 121, 136, 137 and 144 of the NCCP Act.  
54 https://www.fbaa.com.au/wp-content/uploads/2016/10/Code-of-Conduct-2016-08-11.pdf  
55 https://www.mfaa.com.au/AboutUs/Governance/Documents/MFAA%20Code%20of%20Practice%20160904.pdf  

51
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Recommendations:  

 

 

Remuneration for front-line staff 
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56

 

 

 

 

56 Sedgwick, Ian (2017), Retail Remuneration Review: Issues Paper, p.41. http://retailbankingremreview.com.au/wp-content/uploads/2017/01/Issues-

Paper_Retail-banking-remuneration-review.pdf  
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Recommendation:  

 
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3. SUPPORT SERVICES FOR 

CONSUMERS 

Funding for not-for-profit support services 

57

Recommendation:  

 

Last resort compensation scheme 

57 The Money Advice Service Annual Report and Accounts for the year ended 31 March 2016 p. 45. Available at: 

https://www.moneyadviceservice.org.uk/en/corporate/publications#corporate-publications  
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Recommendation 

 
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