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Cindy Hook, CEO Deloitte
Rebuilding trust
At Deloitte we are proud to be associated with the Financial Review Banking and Wealth Summit. This
is our 4th year in partnership with the AFR and this Summit has always proved to be one of the most
thought provoking session of the year.

Key takeaways

• The timing of this session comes in the context of a problem right
now in Australian society. A problem of trust. As leaders we have a
challenge to rebuild it.
• Whether it’s the evidence being uncovered by the Financial Services
Royal Commission, or the data sharing issues surfacing in the
world’s social media giants, or cheating in sport, all are turning up
the spotlight on trust.
• The general public have a real sense of a ‘trust deficit’.
• The challenge for us is to recognise this and be transparent about
the things that have and can still go wrong. If we don’t tackle them
head on they will continue to overshadow all the good the sector has
achieved and the contribution it makes to our economy and our
society.

“Businesses and customers can be aligned.
Promises made can be kept. And trust can
be rebuilt.”

“Deloitte has devoted
significant time and effort
to understanding business
conduct and its relationship
with corporate culture, trust
and behaviour.”
“By asking the right
questions and being
proactive, we can help
organisations better identify
potential problems and
create customer centric
solutions.”
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Wayne Byres, CEO APRA
The incentive to fly safely
APRA released its 18 month-long review into executive remuneration which found that executive pay
structures are set-up in such a way as to avoid punishment for poor outcomes. This therefore
undermines financial stability, trust in the system and good risk culture in the organisation.
To fix this there needs to be a more holistic view of performance that doesn’t undermine the risk
culture of an institution and attributes accountability for outcomes. These could take years to
materialise.

Key takeaways

• Byres set the scene for the whole summit when he quoted findings of
the HIH Royal Commissioner Justice Owen who said "Don't just ask is it
legal but ask is it right?”
• He said at the senior level, that it is all carrot and no stick with regards
to remuneration incentives and so the links to accountability. This
needs to be fixed.
• Byres used his opening address to say it would be a “pity” if banks
didn’t used Banking Executive Accounting Regime (BEAR) as a chance
to redesign compensation structures to better align long term
performance and risk management.

“It’s not that hard to do better and we
should do better.”

“The carrots are large and
the sticks are brittle for
senior executives.”
“Don’t ask if its legal, ask is
it right.”
“Not only are rewards
generous, but there are
seemingly few
repercussions for poor
outcomes.”

To access the full speech visit http://www.apra.gov.au/Speeches/Pages/The-Incentive-To-Fly-Safely-4Apr18.aspx
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Nicole Rose, CEO AUSTRAC
Partnership in prevention
For her first public speech in Australia as AUSTRAC CEO, Nicole focused on the importance of
collaboration between industry and government in combating money laundering and terrorist finance,
against a backdrop of an increasingly digital and connected world.

Key takeaways
• AUSTRAC is unusual amongst financial services regulators in that it sits
within the home affairs portfolio with law enforcement agencies. It also
has a dual role: as regulator and as financial intelligence gatherer.
• Global financial sector is actively targeted by criminals for money
laundering and terrorist financing.
• No one entity or agency can deal with money laundering and terrorist
financing. Threats are only set to grow as more of what we do moves
online with innovation in financial services.
• Collaboration between industry and government is key to overcoming
challenges. Examples: started the FinTel alliance 12 months ago: is a
public private partnership to develop shared financial intelligence to
protect financial system.

“If we can meditate and come to an agreement
beforehand, I think in all situations whether
they are domestic, civil or criminal, it’s always
the preference to do that.”
To access the full speech visit http://www.austrac.gov.au/media/speeches/

“My nirvana is to be in such
close contact with industry…
that there are no surprises”
“Cyber crime remains a
pervasive threat to
Australia's prosperity”
“…the end state is a
position where it is easy for
the industry to comply with
obligations and hard not to”
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Kelly O’Dwyer, Minister for Revenue & Financial Services
Building Wealth and Self-Reliance
Kelly O’Dwyer outlined the government’s policies with regards to superannuation and said: “The need
to protect retirement savings is greater than at any time since we all bought into the superannuation
vision.”

Key takeaways

• Population is ageing and older Australians are living longer. There will
be fewer workers to support the older population. More people will need
to be self-reliant in their later years.
• More people are changing jobs more frequently and they are forced to
create new super accounts, with more fees and difficulty.
• Government proposes to allow greater range of super products e.g.
invest in a product that provides an income at later age when not able
to manage investment.

“The industry has grown
…to now be $2.6 trillion and
forecast to rise to around
$9 trillion by 2040. ”

• 5 key principles for superannuation that should guide policy making:
• Fairness
• Choice
• Highest standards of governance
• Protection of money
• Delivery of certainty and stability

To access the full speech visit http://kmo.ministers.treasury.gov.au/speech/008-2018/
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Anna Bligh AC, CEO ABA
Implosion of trust: explosion of scrutiny
Anna Bligh reflected on her first year as CEO of ABA as one that felt like 500 years sometimes. She outlined
how Australian banks are working to restore trust and respond to intense scrutiny of their practices. She said:
“Transformations are always painful, as the old gives way to the new.”

Key takeaways
• Reflecting on the last year, banks have:
• Adopted Sedgewick recommendations on remuneration
• New whistle-blowing powers to foster speak out on culture
• Customer advocates appointed
• Banking Code of Practice refreshed, now with ASIC to protect
customers and SMEs.
• Established a combined industry forum for a new model of broker
payments to eliminate incentivising poor customer outcomes.
• Last year Australian banks funded 925,000 new mortgages, 375,000
new small businesses and supported 17million credit cards, as well as
paying $14bn in tax (almost as much as the ASX200 combined).
• We hope that the more measured and sober environment of the Royal
Commission will produce a more reasoned and balanced outcome for
customers.
• The future is exciting: National Payments Platform, Open Data,
Comprehensive Credit Reporting

“Tightening access to credit
could push more vulnerable
customers out of the regulated
banking sector into the riskier
world of payday lenders.”
“This is an opportunity for a
major reset in how we do
banking, how we think about it,
its role in our economy, and
most of all its trustworthiness.”

To access the full speech visit https://www.ausbanking.org.au/images/uploads/Anna_Bligh_Speech_to_2018_AFR_Wealth_Summit.pdf
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Opening roundtable
Rebuilding trust
• Anna Bligh AC, ABA
• Kate Carnell AO, Small business and family enterprise Ombudsman
• Karen Den-Toll, Partner, Governance, Regulation & Conduct, Deloitte
• Michael Sadaat, ASIC
• Richard Harris, Gilbert + Tobin
Key takeaways
• There are many tools for managing conduct risk with the most
important being to understand where and how trust breaks down in
organisations and so identify how best to manage and fix it.
• Industry developed codes of conduct are seen by regulators and
industry as an important tool in helping to maintain trust.
• Remuneration structures play a critical role in conduct and
behaviours.
• BEAR will help flush out grey areas of accountability in organisations,
but may drive issues underground and lead to a preference for
automated solutions over human wisdom.

“Consumers get genuine service and value
through the broker chain, but the Royal
Commission has suggested that current
remuneration agreements could be called into
question.” Karen Den-Toll, Deloitte

“Remuneration structures
get in the way of trust”
Kate Carnell, ASBFEO

“The commissioner has laid
bare the conflicts with
intermediaries such as
brokers and car dealers.”
Richard Harris, Gilbert & Tobin
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Peter Harris AO, The Productivity Commissioner
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Is the Australian
financial system
competitive?
•

Peter Harris AO, Chair
Productivity
Commission

•

David Carter, CEO
Banking & Wealth
Suncorp

•

Ian Silk, CEO
AustralianSuper

“We don’t lose a
lot of sleep over
what impact
Apple will have
on the big four
banks.”
Ian Silk, CEO,
AustralianSuper

13

James Shipton, Chair ASIC
Rebuilding trust – a conduct regulator’s perspective
James says we’ve been talking about the trust deficit for far too long and it is time to move to real
solutions. The window of opportunity is right now he says and encourages the industry to take a
leadership role when it comes to rebuilding trust and make a difference for all Australians.

Key takeaways
• Financial system trust can be categorised into trust in the infrastructure
and trust in people.
• In order to rebuild trust, we need to re-establish trustworthiness
through competence, care and ethics.
• We need greater levels of professionalism to do more to support the
proper functioning of the financial system.
• ASIC identified six keys for a good financial system:

1. Financial products that do what they say they will do
2. Prioritise consumer interests
3. Do the right thing and act with integrity and fairness
4. Quickly identify, report and rectify mistakes and misconduct
5. Engage openly with regulators and cooperate with us when
problems arise
6. Innovate and use technology to improve products and services to
deliver better outcomes for real people

“Australians don’t perceive
they are getting sufficient
value and benefit from
finance.”
“Addressing that is crucial
to rebuilding trust.”
“If you put yourself in my
shoes you would ask: ‘Why
are there so many examples
of poor conduct?”

To access the full speech visit http://asic.gov.au/about-asic/mediacentre/speeches/rebuilding-trust-a-conduct-regulator-s-perspective/
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Brain Hartzer, CEO Westpac Group
The changing landscape of banking in Australia
Brian Hartzer argued the need for regulatory consideration to ensure access to credit and the ability to
take advantage of new technology for better customer service isn’t compromised. We’ve set a new higher
bar for our conduct and actions. My instructions to my team are simple: we need to “Get it right’ and
when we find issues we will fix them.
Key takeaways
Focus areas for Westpac include:
• Deposits not loans are the first priority and play an important role in
our funding.
• Bigger focus on the strength of balance sheet than its rate of growth.
• Amount of capital held has increased by almost 300% - more than
$27bn in Common Equity Tier 1 capital since the GFC.
• Focus on three lines of defence, new systems for compliance, data
disclosure and governance.
What the future looks like
• >80% of Danes use MobilePay to the extent that many churches now
collect their offerings this way. In Australia digital payments overtook
cash and ATM withdrawals dropped to their lowest level in 15 years.
• Customers expect more and their standards are continually rising.
• Data flows will introduce new competition but also new cyber risks.
• Our job at Westpac is to help customers with their money not to sell
them another product, we’re a service business not a product business.

“In Australia the erosion of
trust was compounded by too
many ‘own goals’ that should
never have happened.”
“Australian banks have made a
lot of progress towards earning
back customers’ trust, despite
what you may read.”

“We need the courage to adapt
our business to changing
reality”

To access the full speech visit
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https://www.westpac.com.au/content/dam/public/wbc/documents/pdf/aw/the_changing_landscape_of_banking_in_australia_20
18_AFR_banking_wealth_summit.pdf
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Rod Sims, Chair Australian Competition & Consumer Commission
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Rebuilding trust
Professor Justin O'Brien, Monash University and Willem Punt, Deloitte
Key takeaways
• Justin O’Brien leads the Trust Project which seeks to rebuild public trust and confidence
in organisations by embedding integrity and responsibility. It will do this through
improved organisational and regulatory design.
• There are five interlocking programs – legal, regulatory, managerial, ethical and social.
• Willem Punt says organisations should see BEAR as an opportunity to improve
governance and simplify corporate structures. “Give this thing time. It's early days. The
idea of heightened accountability is absolutely sound. If you see it as a pure compliance
or legal process... it will be less beneficial.”

“Social
expectation is
moving a lot
faster than
regulation”

Willem Punt, Deloitte

• Punt shared his experience as an Ethics and Bank Risk Officer in South Africa and the
UK which showed him that just getting ethics and capability right was not enough. It
was important to make sure the organisation and its customers were aligned. To that
end, Punt and the Deloitte conduct team have developed an approach to measuring,
designing and managing for trustworthiness.
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Will super funds start lending?
•

Mike Baird, NAB

•

Hon Paul Keating

•

Anthony Pratt, Visy
Industries

•

Mark Delaney,
AustralianSuper

“I want every
leader of our
organisation to
listen to the Royal
Commission
evidence and to
see it and feel it
very personally.
That is how you’ll
get the cultural
change.”
Mike Baird, Chief
Customer Officer Corporate and Institutional
Banking, NAB

20

The purpose of banking
•

Melinda Cilento, CEO, CEDA

•

David Murray, Chairman, Financial System Inquiry

•

Roger Wilkins AO, Chair Fintel Alliance

“Individual bankers were aware
of the need to do the right thing
but often this was lost due to
bureaucratic ‘tick the box’
mentality.”
Melinda Cilento, CEO, CEDA
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The impact of Open Data on the Australian banking sector
•
•
•
•
•

Scott Farrell, Chair Open Banking Review
Nigel Dobson, ANZ
Paul McCarney, Data Republic
Damir Cuca, Basiq
Paula Gilardoni, Gilbert & Tobin
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I hope you enjoyed these highlights from the 2018 AFR Banking & Wealth Summit and its theme of
rebuilding trust, along with the impressions from our illustrator and our own approach to measuring,
designing and managing trust.
The Deloitte team and I look forward to talking with you about any of the topics that were covered and
are so relevant to our industry. Please don’t hesitate to reach out to me or a member of our team.

Arthur Calipo
National Financial Services Leader
acalipo@deloitte.com.au
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