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The Board and executive also 
reviewed progress against our 
three-year strategic plan while 

in Canberra. We have managed to 
achieve a considerable amount in a 
complex environment, but meeting 
our purpose to support and promote 
the value of the stockbroking and 
investment advice industry to serve 
the interests of Australian investors 
remains a work in progress.

In our meetings with the Opposition 
and crossbench senators we sought 
their support for the legislation to 
disband FASEA and move the stan-
dard setting functions to Treasury 
and implement the single disciplin-
ary body through ASIC’s Financial 
Services and Credit Panel.  We 
made it clear to the Opposition and 
crossbench senators that FASEA 
had sought to implement a ‘one-
size-fits-all’ approach to the exam 
and education requirements, with 
the exam in particular not being fit 
for purpose for stockbrokers and 
investment advisers.

The government is of the view 
that any changes to the exam and 
education requirements should be 
undertaken by FASEA before it is 
disbanded. As I reported to you last 
month, in our most recent meeting, 
FASEA advised it sees no reason 
to change the content of the exam, 
despite it being geared to financial 
planning, and nor does it see any 
reason to approve the degrees most 
suited to the investment industry 
(being commerce, finance, econom-
ics and business degrees). FASEA 
maintains its belief that financial 
planning is core education for all 

forms of financial advice, rather than 
recognising that financial planning is 
itself a specialisation.

We are not deterred. We will work 
to ensure that longstanding, experi-
enced stockbrokers and investment 
advisers can sit (or resit) an exam that 
is fit for purpose. Fairness dictates-
that they should not lose their liveli-
hood because they fail an exam on 
financial advice services with which 
they are unfamiliar.

Compensation scheme of 
last resort
We discussed the compensation 
scheme of last resort with the gov-
ernment and Treasury, given that we 
raised in our submission  that Market 
Participants already contribute to the 
National Guarantee Fund (NGF) and 
should not be contributing twice. We 
were pleased to hear that Treasury 
has heard our arguments about the 
NGF. We hope that the compensa-
tion scheme of last resort is designed 
so that it only comes into play after 
the NGF has been taken into ac-
count, and the risks are reflective of 
claims not met by it. 

ASIC view to date on ASX 
outage 
Members would have seen the media 
release issued by ASIC just before 
Christmas castigating stockbrokers 
for failing to move trades to Chi-X 
during the ASX trade outage on 16 
November 2020. The media release 
advised that ASIC has concerns that 

stockbrokers did not meet their best 
execution duty. 

SAFAA has met with ASIC on 
more than one occasion and also 
with Treasury expressing our concern 
that the release did not fully take into 
account the multiple challenges on 
the day of the outage, which affected 
the capacity of stockbrokers to move 
existing or enter new trades to Chi-X.

ASIC’s stance overlooks that:
• the market was placed in ‘enquire’ 

phase and Market Participants 
were unable to cancel their orders 
without risking duplication if ASX 
resumed shortly and 

• ASX’s communication on the day 
created uncertainty as to when the 
market would resume.

Retail brokers can have many 
thousands of ‘sitting trades’ on the 
market. Purging ASX trades and try-
ing to reload those trades on Chi-X 
when there is uncertainty as to when 
the ASX market will resume creates 
the risk of potential pricing penalty 
given the lower liquidity; and loss of 
priority in the market for orders. Retail 
clients advised that their preference 
was to hold off until there was greater 
certainty, and this applied to new 
orders as well as existing ones.

Large institutional brokers will 
typically offer a more diverse set of 
execution services commensurate 
with the needs of their client base. 
To meet these client requirements 
large brokers will typically have mul-
tiple, specialised desks, (for example, 
blocks desk, portfolio trading desk, 
small caps desk, HFT, DMA) with 
elements of bespoke technology at-
tached to each (e.g. algorithms, order 

MESSAGE FROM THE CEO

Your Board and executive spent 
time in Canberra in February 
meeting with the Government, 
Opposition, crossbench senators 
and Treasury on a range of 
proposed legislative and 
regulatory reforms, to ensure 
that the views of our members 
are taken into account.

Board visits Parliament to discuss a range of proposed legislative and regulatory reforms
L-R front row: Brian Sheahan,  Judith Fox, Nick Burmester, Michael Tritton

L-R back row: Scott Webster, Astrid Ullmann, Andrew Fleming
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management systems and risk and 
control systems). It is not a simple 
matter of amending algorithms on the 
fly and again, clients frequently ex-
pressed a preference for holding off 
until the situation was more certain.

It was therefore not in the best 
interests of many clients for stock-
brokers to either duplicate trades or 
in many instances enter new trades 
on Chi-X.

Capital raisings
In February SAFAA appeared jointly 
with the SMSF Association before 
the Senate Select Committee on 
Financial Technology and Regulatory 
Technology to discuss how institu-
tional investors were favoured at the 
expense of retail and self-managed 
superannuation fund (SMSF) in-
vestors in capital raisings during 
COVID-19. In almost all cases of 
capital raisings during the COVID-19 
pandemic, the investment banking 
industry did not offer retail and SMSF 
investors a proportionate opportunity 
to participate in discounted capi-
tal raisings. Most emergency fund 
raisings that were undertaken were 
via heavily discounted placements 
(utilising the new 25% placement 

capacity without shareholder ap-
proval) and, only in some cases, with 
attached meaningful Share Purchase 
Plans or entitlement offers that 
lessened the dilutionary impact on 
retail and SMSF shareholders. This 
was particularly evident in the larger 
companies with widely distributed 
shareholder registers.

Retail, HNW and SMSF investors 
were disadvantaged twice. Not only 
were their shareholdings in Australian 
listed companies diluted, but they 
missed the opportunity to buy shares 
at prices that were often a hefty dis-
count to the market price, despite 
typically occupying about 40 per cent 
of the share register of a company on 
the All Ordinaries index.

SAFAA made the point that boards 
of ASX200 companies should in-
clude a ‘retail voice’ in all deals at a 
meaningful level, and structure offers 
to maximise access to all sharehold-
ers by ‘ringfencing’ a certain dollar 
amount (proportionate to the amount 
being sought) for retail brokers who 
have quick access, due to technol-
ogy systems in place that were not 
in place during the GFC, to reach 
out to their cashed-up s708 quali-
fied investors and SMSF clients to 
access the offer.

SAFAA 2021 hybrid 
conference
Our face-to-face conference 
is back!

However, in light of continuing 
uncertainty about government 
restrictions, we are running the 
2021 conference as a hybrid 
event. 

Join your peers at the Hilton 
Sydney or online to navigate 
the technological, demographic  
and regulatory changes facing our 
industry. Our aim is to help you 
discover new approaches and 
ideas to deal with the challenges 
and develop strategies to realise 
the opportunities inherent in them. 

You can find more information 
about the conference on our 
website. n

20–21 May 2021 

Hilton Sydney & 
online

SAFAA 2021

FASE Code of Ethics and the FASEA exam
The table below provides a handy cross-check of which standards of the FASEA Code of Ethics should be 
considered when analysing any given scenario in the FASE exam. Our thanks go to MyIntegrity for this table. 
Members can watch the webinar presented by Joel Ronchi of MyIntegrity in late February on strategies for 
preparing for the FASEA exam at www.stockbrokers.org.au/education/cpd-webinars/cpd-webinar-recordings.

ADVICE CONCEPT FASEA CODE OF ETHICS STANDARD 

Best interest of client 1, 2, 5, & 6

Conflict of interest (advice) 1, 3 & 7

Referral fees 3, 7

Informed consent of client 4 & 7

Client understanding (reasonably satisfied) 4, 5 & 7

Value for money/fair & reasonable fees 7

Privacy/client records (keeping) 1, 8

Adviser expertise 3, 6, 9, & 10

Professionalism 10, 11 & 12

https://www.stockbrokers.org.au/event/safaa-2021-hybrid-conference
https://www.stockbrokers.org.au/event/safaa-2021-hybrid-conference
https://www.stockbrokers.org.au/education/cpd-webinars/cpd-webinar-recordings
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Practitioner & Organisation Members: FREE 
Non-Members: $55.00

Not-for-profit and charity investment
Wednesday 10 March, 1.00pm to 2.00pm AEDT

Jodi Kennedy and Grant Mundell from the Equity Trustees Charitable Trusts and Philanthropy Team will be joined 
by Thomas Klein, Head of Business, to present the latest innovations in investment strategies to hedge against 
evolving market conditions. Investors must adjust their approach toward risk, asset allocation, impact investment, and 
alternatives. Protecting capital to maintain mission is more critical than ever.

FASEA CPD: 1.00 hour Technical competence | RG146: 1.00 Generic Knowledge

Property credit and income 
Wednesday 24 March, 1.00pm to 2.00pm AEDT

Income investing continues to dominate investor discussions as yields everywhere fall flat. Michael Watson, Head of 
Distribution – Asia Pacific, will discuss key issues, plus the strength and resilience of the La Trobe Australian Credit 
Fund for income investors, having operated through many economic cycles over nearly seven decades.

FASEA CPD: 1.00 hour Technical competence | RG146: 1.00 Generic Knowledge

Reasons to invest in global emerging markets 
Wednesday 28 April, 3.00pm to 4.00pm AEST

London based Alex Duffy has been the portfolio manager of the Fidelity Global Emerging Markets Funds 
since 2013. Whilst he believes that the global economic recovery from the COVID-19 fallout has been led by 
developed markets and emerging Asia, spearheaded by China, looking ahead he believes that catchup trade will ripple 
out across emerging markets. Alex will talk about reasons to invest in emerging markets, the stocks that make up the 
portfolio and its performance. 

FASEA CPD: 1.00 hour Technical competence | RG146: 1.00 Generic Knowledge

FOR MORE INFORMATION OR TO REGISTER: 02 8080 3200 | education@stockbrokers.org.au 

www.stockbrokers.org.au/education/cpd-webinars

Thanks for supporting 

SAFAA’s webinar 

program during 2021

SAFAA ACCREDITED
CPD webinars

Stay on top of your CPD with these SAFAA-accredited CPD webinars – FREE for 

Practitioner, Affiliate and employees of Principal Members.

https://www.stockbrokers.org.au/education/cpd-webinars
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T he Tax Practitioner Board 
(TPB) has released two expo-
sure drafts for consultation on 

its continuing professional education 
(CPE) policy requirements. One of 
these relates to registered tax (fi-
nancial) advisers, which is relevant 
for many stockbrokers.

Financial advisers registered with 
the TPB will have to complete 120 
hours of CPE over three years  
under changes being proposed by 
the board.

In doing so, the TPB is effectively 
aligning its CPE regime with the 
continuing professional development 
(CPD) regime required by FASEA 
which requires financial advisers 
to complete 40 CPD hours a year. 
SAFAA advocated for this alignment 
when the TPB issued a discussion 
paper in March last year and is 
pleased to see that this is now being 
proposed in the consultation paper.

The TPB does not propose to ac-
credit or approve CPE activities. It 
will be the responsibility of financial 
advisers to exercise their professional 

judgment in selecting relevant CPE 
activities to be completed, having re-
gard to their particular circumstances 
and the tax (financial) advice services 
provided by them.

The TPB has acknowledged that 
there are many financial advisers 
who are members of professional 
associations that have their own CPE 

requirements. One hour of relevant 
CPE completed with their profes-
sional association (including SAFAA) 
will be considered one hour of CPE, 

irrespective of how many points the 
same CPE activity attracts for any 
other purpose.

Consultation is open until 11 
March 2021 and the changes will be 
applicable from 1 July 2021. SAFAA 
will develop a submission. n

TPB proposes changes to continuing 
professional education requirements 

POLICY & REGULATORY ISSUES

T he government has announced 
a review of the Australian 
Financial Complaints Authority 

(AFCA).
The legislation underpinning the 

establishment of AFCA requires the 
Minister to cause an independent 
review of AFCA as soon as practi-
cable after 18 months of operation. 
The review was not conducted  
earlier due to the impact of the coro-
navirus pandemic.

The review is independent of AFCA 
and being conducted by Treasury, 
with a report to be finalised and 
presented to the Minister by 30 June 
2021. The report will be tabled in 

each House of the Parliament within 
15 sitting days after being provided 
to the Minister.

The review provides an opportunity 
for feedback on AFCA’s operation 
since its establishment. Terms of 
reference included on the Treasury 
website focus on whether AFCA is 
‘meeting its statutory objective of 
resolving complaints in a way that is 

fair, efficient, timely and independent’. 
The review will consider whether 
further enhancements should be 
made to ensure the external dispute 
resolution scheme is appropriately 
calibrated and operating effectively.

SAFAA will develop a submission, 
reiterating our concerns about the 
extent to which AFCA accepts com-
plaints from sophisticated and high 
net worth investors. SAFAA Members 
are continuing to raise this issue with 
us on the grounds of fairness.

Submissions are due by Friday, 26 
March 2021. n

Government undertakes review of AFCA
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M embers will have received 
their invoices for their 
ASIC funding levies that 

are due for payment in March. The 
final levy amount for retail advisers 
giving personal advice on relevant 
products has significantly increased 
from the indicative levy. 

The levy amount each year has 
proved to be unpredictable, which 
makes budgeting the business cost 
impossible. For the 2018-19 finan-
cial year ASIC predicted in March of 
2019 that the per financial adviser 
amount for the levy would be $907. 
However, the actual amount invoiced 
was $1,142 per adviser — a 26% 
increase. Similarly, ASIC predicted 
that the indicative level in the 2019-
202 financial year would be $1,571 
per adviser, but the final levy for retail 
advisers giving personal advice on 
relevant products is $2,426 per 
adviser, which is a 54% increase. 

The reduction in the number of 
advisers on the Financial Adviser 
Register (FAR) will continue to result 
in further increases in the amount of 
the fees charged per adviser under 
the current model. Adviser numbers 
on the FAR have fallen from 25,484 
in 2017 to 20,791 in 2020. More 
advisers are expected to come off 
the FAR at the end of 2021 as those 
who fail the FASEA exam or chose 
not to sit leave the industry.

SAFAA raised the issue of the 
significant increase in industry 

funding levies with both Treasury 
and the Minister for Superannuation, 
Financial Services and the Digital 
Economy, Senator the Hon Jane 
Hume, at its meetings in Canberra 
on 15 and 16 February. SAFAA 
considers that the continuing in-
creases in ASIC funding levies are 
unsustainable. We argued that the 
ASIC model needs to be adjusted 
to ensure our members do not pay 
for the enforcement and supervision 
activities against the large financial 
institutions that were the subject  
of the Royal Commission. We called 
on the government to review the 
model for future years so a reason-
able and sustainable levy can be 
maintained. ASIC costs imposed 
on stockbrokers and investment 
advisers are contributing to the chal-
lenges of providing affordable advice 
to retail clients. n

ASIC industry funding levy fees 
POLICY & REGULATORY ISSUES

S AFAA lodged a submission on 
9 February 2021 in response 
to the Addendum to ASIC 

Consultation Paper 311 on Internal 
Dispute Resolution.

As SAFAA has pointed out previ-
ously, SAFAA members are support-
ive of Internal Dispute Resolution as 
an aid to the quick and cost-effective 
resolution of client complaints. The 
stockbroking and listed securities 
advice sector continues to have an 
exemplary record as regards the 
handling of customer complaints. 
As reported in the most recent 
AFCA Complaint statistics, out of a 
total of 80,833 complaints received 
during the period 1 October 2019 
to 30 September 2020, only 4,595 
complaints related to investments 
and advice. Of this number, only 488 
complaints (or 0.6%) were made 
against stockbrokers. To place this 

complaints figure into context, dur-
ing the 2020 calendar year, there 
were 439, 360, 450 equity trades 
on the ASX. 

Of the 4,595 complaints related 
to investments and advice, 4, 432 
have been closed, with the majority 
of the complaints either falling out-
side of the rules or resolved by the 
financial firm.

We argued that these figures 
strongly indicate that the rate of 
investor complaints in the listed 
securities sector is extremely low 
and, to the extent that complaints 
do arise, they are being effectively 
dealt with through the licensees’ 
IDR process. We consider that the 
new IDR requirements will add ad-
ditional layers of administration and 
cost which will ultimately force up 
the cost of providing advice and 
services to clients. 

SAFAA has recommended that 
ASIC approach the IDR reforms in 
a way that takes into account both 
the escalating regulatory burden 
and costs impacting our members 
— which in turn adds to the cost of 
accessing financial advice — and the 
very low number of customer com-
plaints made against our members 
each year.

The IDR reforms will require 
licensees to create their own com-
plaint reporting processes (in various 
formats) that will create work for both 
ASIC and licensees. We have en-
couraged ASIC to consider develop-
ing a portal through which licensees 
can register their complaints in a 
consistent manner and format.

You can read our submission on 
the proposed changes to Internal 
Dispute Resolution here. n

Internal dispute resolution 

https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/Final_Submission_ASIC_cp311_IDR_data_dictionary_090221.pdf
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/Final_Submission_ASIC_cp311_IDR_data_dictionary_090221.pdf
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POLICY & REGULATORY ISSUES

T he bill  including the for-
ward fee disclosure and inde-
pendence requirements was 

passed on 25 February 2021. 
SAFAA members are speaking 

with their various platform providers 
to ensure that they receive the fee 
information required to comply with 
the new provisions. Some platforms 
are more advanced than others in 
their planning.

The forward fee disclosure and 
independence requirements will 
come into effect on 1 July 2021. In 
conjunction with members, SAFAA 

has developed an independence 
disclosure statement that can be 
applied across the stockbroking and 
investment industry. You can contact 
Michelle Huckel, Policy Manager at 
michelle.huckel@stockbrokers.org.
au if you wish to receive a copy of 
the disclosure statement. n

Forward fee disclosure and independence 

SUBMISSIONS: Members can view submissions here

SAFAA committee news
Upcoming meetings of the Stockbrokers and Financial Advisers Association – Committees, Working Groups 
and Advisory Panels:

Derivatives Sub-committee Meeting, Tuesday 9 March
Chair: Peter Tardent

Compliance Sub-committee Meeting, Thursday 11 March 2021
Chair: Melissa Nolan MSAFAA, E.L & C Baillieu

Profession Committee Meeting, Tuesday 16 March 2021
Chair: Andrew Fleming MSAFAA, Morgans Tynan Partners

Master Practitioner Member MSAFAA applications approved:
– Te Okeroa – Darren Thompson

Retired Master Practitioner Member MSAFAA application approved:
– Derek Growns

ACCREDITATION ASSESSMENT STUDY HOURS FASEA CPD

Core 1: Securities & 
Managed Investments

Exam plus assignment Up to 150 hours Technical competence 5 hours
Client care and practice 5 hours
Regulatory compliance and consumer protection 5 hours
Professionalism and ethics 9 hours
General 1 hour

Accredited Derivatives 
Adviser Level 1 (ADA 1)

Exam plus assignment Up to 150 hours Technical competence 10 hours
Regulatory compliance 5 hours
General 5 hours

Accredited Derivatives 
Adviser Level 2 (ADA 2)

Exam Up to 150 hours Technical competence 10 hours
Regulatory compliance 5 hours
General 5 hours

Foreign Exchange Exam Up to 90 hours Technical competence 5 hours
Regulatory compliance and consumer protection 4 hours
General 1 hour

Margin Lending Exam Up to 90 hours Technical competence 5 hours
Regulatory compliance and consumer protection 4 hours
General 1 hour

Margin Lending Skills Assignment Up to 40 hours Technical competence 5 hours
Regulatory compliance and consumer protection 1 hour
General 4 hours

Superannuation Exam plus assignment Up to 150 hours Technical competence 10 hours
Regulatory compliance and consumer protection 5 hours
General 5 hours

DTR Accreditation:
Cash Equities

Exam plus oral assessment Technical competence 5 hours
Regulatory compliance and consumer protection 5 hours

DTR Accreditation:
Derivatives

Exam plus oral assessment Technical competence 5 hours
Regulatory compliance and consumer protection 5 hours

Responsible Executive: Markets, 
Clearing & Settlement

Exam Technical competence 1 hour
Regulatory compliance and consumer protection 1 hour
ASIC RG146 compliance 2 hours

Responsible Executive: 
Clearing & Settlement

Exam Regulatory compliance and consumer protection 1 hour
ASIC RG146 compliance 1 hour

Responsible Executive: Markets Exam Regulatory compliance and consumer protection 1 hour
ASIC RG146 compliance 1 hour

 

mailto:michelle.huckel%40stockbrokers.org.au?subject=
mailto:michelle.huckel%40stockbrokers.org.au?subject=
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SAFAA’s 
Professional 
Program
For new entrants who need to develop detailed knowledge of the securities and derivatives industry, gain a broad 
understanding of the finance and investment sector or more experienced professionals who need a refresher course, SAFAA’s 
Professional Program is:

 9 designed for stockbrokers and financial advisers
 9 provides the foundation for competent and ethical entry-level performance in the workplace
 9 Australia’s only professional program in stockbroking
 9 accrues SAFAA-accredited CPD.

Further, together with the ASX we offer ADA 1 and ADA 2 scholarships. Scholarships are designed to help advisers expand their 
knowledge and understanding of derivative products. Each scholarship is valued up to $400 and covers the full cost of the ADA 1 or 
ADA 2 enrolment. More details are available on our website.

FOR MORE INFORMATION: (call) 02 8080 3200 | (email) accreditation@stockbrokers.org.au 

www.stockbrokers.org.au/education/professional-program

https://www.stockbrokers.org.au/education/core-1-accreditation-asic-rg146
https://www.stockbrokers.org.au/education/core-1-accreditation-asic-rg146
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https://www.stockbrokers.org.au/education/dtr-accreditation
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POLICY & REGULATORY ISSUES

A SIC continues to monitor and 
assess the recent volatility 
in certain US securities and 

whether a similar situation could arise 
in the Australian market. 

Retail investors used social media 
(e.g. Reddit group WallStreetBets) 
to ‘short squeeze’ NYSE-listed 
GameStop to counteract short po-
sitions held by hedge funds. This 
large amount of retail buying saw 
GameStop’s share price rise by 
around 2,000% in January 2021, 
before losing most of these gains in 
early February. 

ASIC thinks this type of short 
squeeze is unlikely to occur to the 
same extent in Australia due to our 
regulatory framework, controls that 
the Australian exchanges have in 
place and market practice. 

We’re unlikely to see this occur 
to the same extent in the Australian 
market due to:
• lower levels of shorting of ASX 

stocks (generally under 15%, 
compared to the reported 140% 
in GameStop)

• naked short sales are prohibited 
in Australia – most short sales 
need to be covered (e.g. by stock 
lending) prior to the short sale. 
This compares to a more flexible 
‘locate’ requirement in the United 
States 

• payment for order flow isn’t al-
lowed, and brokerage isn’t free

• options activity in Australia is sig-
nificantly lower than the United 
States – limited to several (primar-
ily large cap) stocks. Only 25% of 
the top 200 most shorted stocks 
have exchange traded options

• continuous disclosure laws 
mean more intraday company 
announcements

• listing market operators, like ASX, 
have the ability to impose trading 

halts and seek explanations for 
significant unexplained price 
movements – this helps to mod-
erate extreme price movements

• extreme price movements may 
trigger the extreme trade ranges 
in the market integrity rules, which 
act like a circuit breaker in the 
Australian market.
Market participants should remain 

alert to this type of activity and con-
sider implications for their controls 
and obligations. 

ASIC reminds retail investors who 
use social media in an attempt to 
‘pump and dump’ shares and engage 
in market manipulation that they may 
breach Australian financial services 
laws. 

ASIC’s market surveillance team 
continually monitors market move-
ments (in real time) and will take en-
forcement action where they identify 
misconduct. n

Recent volatility in US securities

SAFAA Practitioner membership
Do you need CPD tailored to our industry?

Do you meet the criteria to register with the TPB?

Do you need a voice to make sure your interests are heard?

SAFAA can assist.
If you have answered yes to any of the above and have  
not yet applied or renewed please call Diem Tran on  
02 8080 3200 and help us help you.



Stockbrokers and Financial Advisers Association   p. 11

TIME TO PREPARE: 
Design and Distribution Obligations

What products are covered? 
The DDO regime will apply to new 
products and existing financial prod-
ucts that continue to be issued to 
consumers after 5 October 2021. 
Generally the regime covers finan-
cial products that require a PDS, 
securities which require a prospec-
tus, credit products under Div 2 of 
Part 2 of the Australian Securities 
and Investments Commission Act 
2001 (Cth) (the ASIC Act), and 
certain other products specified by 

the Corporations Regulations 2001 
(Cth) (the Regulations). Key points 
to note relevant for readers of this 
newsletter are:
• The regime focusses mainly on 

primary issuance, not second-
ary sales. However, this leaves 
a large range of scenarios which 
can be relevant to stockbrokers 
and others involved in the equity 
markets, e.g.:
• Exchange traded options 

(where the stockbroker is 
technically the “issuer”)

• IPOs
• Capital raisings involving a 

PDS/prospectus
• There are some relevant excep-

tions, e.g.:
• “Ordinary shares” are exclud-

ed from the regime altogether
• Listed funds are subject to 

ASIC relief which removes 
some, but not all, of the DDO 
obligations

• “margin lending” as defined 
in the Act is excluded (but as 
“margin lending” is defined 

BY COREY MCHATTAN
Partner, Financial Regulatory, Ashurst 

From 5 October 2021, issuers and distributors of most financial products to retail clients must comply with the 
design and distribution obligations (DDO) introduced in Pt 7.8A of the Corporations Act 2001 (Cth) (the Act). At its 
core, the DDO regime aims to protect consumers by ensuring that consumers only obtain financial products that 
are appropriate for their individual circumstance, and by requiring issuers and distributors to shift from the current 
disclosure-based to a consumer-centric approach to designing and distributing products. This article will briefly 
explore some of the considerations that issuers and distributors must have regard to under the new regime.
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to only extend to lending to 
individuals, there is a potential 
gap for lending to corporates)

Obligations for issuers and 
distributors of financial 
products

Issuers 

Issuers of financial products must 
now make an appropriate target 
market determination (TMD) for  
their products and take reasonable 
steps that will, or are reasonably 
likely to, result in distribution of their 
financial products being consistent 
with the most recent TMD for the 
relevant product. 

The TMD must be reviewed peri-
odically or within 10 business days 
if the Issuer knows, or ought reason-
ably to know, that a review trigger has 
occurred, and the Issuer must keep 
records of decisions and reasoning 
made in relation to its TMD and as-
sociated reviews. 

Issuers must also notify ASIC 
within 10 business days of any sig-
nificant dealings that are inconsistent 
with their TMD. 

Distributors

Distributors (and Issuers who distrib-
ute their own financial products) must 
not generally distribute a financial 
product without taking reasonable 
steps that will, or are reasonably likely 
to, ensure a distribution is consistent 
with most recent TMD.

Distributors must notify the Issuer 
within 10 business days if they be-
come aware of a significant dealing 
in the product that is inconsistent 
with the TMD. 

Distributors must also keep re-
cords of distribution information, 
including the number of complaints 
received about a product, and any 
additional information specified by 
the Issuer in the TMD.

Key considerations in 
implementing DDO 

Designing the TMD 

There are several requirements for 
designing a TMD. Most importantly, 
the TMD must describe the class of 
consumers that comprise the target 
market for the financial product, and 

their likely objectives, financial situa-
tion and needs. It must also include 
review triggers, specific events 
that would reasonably suggest the 
TMD is no longer appropriate, and 
a timeframe for conducting periodic 
reviews of the TMD. 

The TMD should also specify what 
information, including complaints 
data, distributors must report to the 
issuer and how frequently they report 
that information. 

Reasonable steps in relation to 
distribution

ASIC’s guidance is to the effect that, 
while a distributor should have regard 
to the TMD, merely complying with 
the distribution conditions of a TMD 
will generally not be sufficient for a 
distributor to satisfy its “reasonable 
steps” obligations. Having said that, 
a Distributor will not be taken to have 
failed to take reasonable steps mere-
ly because it sold financial products 
to a consumer outside of the TMD. 

Distributors will need to be able to 
demonstrate that they have effective 
product governance arrangements 
in place that are reasonably likely to 
avoid a distribution that is inconsis-
tent with the TMD. At a minimum, 
distributors will need to show they 
have considered the risk and po-
tential harm of distribution that is 
inconsistent with the TMD, and have 
mitigation steps in place to avoid this 
outcome.

ASIC has outlined that factors  
it will consider relevant to a reason-
able steps analysis includes a dis-
tributor’s distribution methodology, 
marketing and promotional materials, 
assessment of a consumer, training, 
and any incentives given to staff, 
among others. 

Operationalising TMDs 
Firms will need to be prepared for 
the deep systemic change that TMDs 
will bring to their operations. They 
will need to understand the impact 
of the TMD requirement on their 
operating models, sales processes 
and product life cycles, including with 
respect to capturing and analysing 
customer information. Firms will also 
need to develop processes for ac-
commodating product variations and 
multiple TMD requirements, training 

of frontline staff, 
and tools for 
monitoring the 
appropriate-
ness of TMDs 
for specific fi-
nancial prod-
ucts. Ideal ly, 
firms will build 
TMD activities 
into existing op-
erating models, 
map out corresponding processes 
and update accountability systems 
to reflect their DDOs.

Lessons from overseas DDO 
regimes 
Firms that have implemented simi-
lar regimes offshore have reported 
a range of challenges that we in 
Australia can learn from. These 
include:
• increases in compliance costs 

due to the fundamental changes 
to business processes which 
DDO regimes bring about;

• the fast pace of implementation; 
• delays in automation and in is-

suers obtaining key data points;
• issuers collecting data from mul-

tiple distributors and distributors 
dealing with TMDs from multiple 
issuers; and

• privacy obligations that attach to 
holding customer data.

Next steps firms should take 
It is important that firms act quickly 
to implement the DDO regime as 
compliance will require a thought-
ful implementation. Firms should 
start by preparing TMDs for each  
in scope financial product they sell 
and look into leveraging existing 
systems to assist this process. A 
place to start is by conducting a 
gap analysis between the DDO  
regime and your existing target mar-
ket analysis, complaints and informa-
tion sharing processes, and record 
keeping systems. You should also 
assess your current product gov-
ernance framework against ASIC’s 
product governance framework 
expectations more broadly, and ulti-
mately, be prepared for the significant 
change that the DDO regime will 
bring to your operations. n
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Most ETFs are passive 
funds, aiming to track 
an index, or taking a 
rules-based approach, 
enabling them to charge 
significantly lower fees 
than most unlisted 
funds, and LICs, which 
typically employ an active 
approach.

Recent years have seen 
particularly strong growth in 
ETFs. In the three years from 
September 2017 to September 
2020, assets under management 
in ETFs increased from $32 billion 
to $71.1 billion, growth of 122%.

With market observers predicting 
that by 2022 FUM will reach $100 
billion, and ETFs now traded on 
virtually every major asset class, 
commodity and currency in the 
world, they provide investment 
advisers with convenient and 
cost-effective access to all asset 
classes and sectors.

FREE for members and 
accredited for CPD, these three 
upcoming virtual workshops 
will provide practical strategies 
you can apply to your client’s 
portfolio.

CPD available for each workshop
FASEA CPD 1 hour Technical 
competence

RG146 1 hour Specialist knowledge – 
Securities

Cost
Practitioner Member  ...... FREE

Organisation Member  .... FREE

Non-Member  ............... $55.00

Supported by our Education Partner

ETF workshop series

FOR MORE INFORMATION OR TO REGISTER: 02 8080 3200 | education@stockbrokers.org.au 

www.stockbrokers.org.au/education/cpd-workshop/etf-workshop-series

THE WORKSHOPS

Using ETFs to build a scalable advice business
Tuesday 16 March, 1.00 to 2.00pm AEDT
In this session you will learn about the advantages of using ETFs as the cornerstone for 
your clients’ investment portfolios. Topics covered include:

 9 Using ETFs as a scalable platform to access all asset classes 
 9 How to minimise portfolio management and administration leaving you time to focus 

on clients
 9 How to get your strategic asset allocation right and build portfolios for the long term
 9 Scale your investment service offering to suit each client segment. 

Presenter: 
Adam O’Connor, Director, Capital Markets and Adviser Business, BetaShares
Adam O’Connor is a member of the BetaShares Distribution team responsible for 
supporting Institutional and Intermediary Broker and Adviser channels. Prior to joining 
BetaShares Adam worked in stockbroking and advisory with Bell Potter Securities.

Blending ETFs with other investments to increase diversification 
and lower portfolio costs 
Tuesday 20 April, 1.00 to 2.00pm AEDT
Approaches to portfolio construction that blend ETF and other investment exposures to 
enhance overall investment outcomes will be discussed. Topics covered include:

 9 Building out a core and satellite approach using ETFs, stocks and other investments 
 9 Ways of blending active investments with low-cost passive exposures 
 9 Using factor, smart beta and risk management strategies that can enhance portfolio 

robustness
 9 How to use tactical low-cost allocations to achieve outperformance.

Global market investment options 
Tuesday 15 June, 1.00 to 2.00pm AEDT
Approaches to portfolio construction that blend ETF and other investment exposures to 
enhance overall investment outcomes will be discussed. Topics covered include:

 9 Building out a core and satellite approach using ETFs, stocks and other investments 
 9 Ways of blending active investments with low-cost passive exposures 
 9 Using factor, smart beta and risk management strategies that can enhance portfolio 

robustness
 9 How to use tactical low-cost allocations to achieve outperformance.

https://www.stockbrokers.org.au/education/cpd-workshop/etf-workshop-series
mailto:education%40stockbrokers.org.au?subject=
https://www.stockbrokers.org.au/education/cpd-workshop/etf-workshop-series
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Retirees confronted with finan-
cial decisions at retirement are 
faced with uncertainty. How 

long does the money have to last? 
Will there be enough for discretion-
ary spending, lump sums for emer-
gencies, health care or aged care? 
Can they afford to leave a bequest 
for their children? Dare they invest 
in ‘risky’ growth assets like shares?

Fidelity and the Financial Planning 
Association (FPA) identified five broad 
strategies for retirees to manage their 
investments in retirement.

STATUS QUO. Stick to the same 
strategy used in the accumulation 
stage usually a balanced portfolio. The 
problem with this is that the retirees 
would be drawing down on capital and 
at times the value of growth assets 
like shares will fall.

CAPITAL MAINTENANCE. Switch 
to a conservative portfolio of defensive 
assets and live off the income. The 

problem with this is that the amount 
of income will vary and may (like now) 
be inadequate to meet living needs. 

SIMPLE BUCKETING. Holding 
enough money in a cash ’bucket’ to 
ensure retirement income can always 
be paid. Invest the balance of the 
retirement capital in a diversified port-
folio with the investment income top-
ping up the cash bucket. The problem 
with this is accepting the volatility in 
the value of the diversified portfolio. 

COMPLEX BUCKETING. This is 
an extension of the simple bucket-
ing strategy. For example, an amount 
equal to the annual pension income 
would be held in a cash bucket and 
two years of income would be held 
in stable bucket (using fixed income 
securities). The balance would be 
held in a growth portfolio to ensure 
investment returns exceed inflation 
over the long-term. In the short term, 
the portfolio will be volatile.

INCOME LAYERING. This strategy 
uses both an annuity and an Account 
Based Pension (ABP). The annuity 
would provide a guaranteed income 
to meet the retiree’s essential living 
expenses. The ABP would provide 
discretionary spending and capital 
needs. The problem with this is that 
annuities are expensive at present 
because interest rates are so low.

A fall-back strategy for homeown-
ers is to use the capital tied up in their 
house. The Government’s Pension 
Loan Scheme is like a reverse mort-
gage allowing retirees to be paid up 
to 1.5 times the age pension as addi-
tional income.

Retirees need help from finan-
cial advisers to select an appropri-
ate strategy and manage it through  
retirement. n

SUPER SNIPPETS | by Peter Grace

The aim of the superannuation system is to provide an income in retirement to replace or supplement the age 

pension. At its simplest, you accumulate money during your working years and then pay it out as an income 

once you stop working. Currently, the two products available to pay a retirement income are an Account Based 

Pension and an annuity.

Income in retirement 
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Interact with small cap experts and hear 15-minute
presentations plus Q&A from compelling ASX-listed small caps.

Hidden Gems Webinar - CPD accredited

Register Now

SAFAA ACCREDITED CPD webinars

CPD webinars are available here for members to view:

2021
24 February  Strategies to pass the FASEA exam, Joel Ronchi, myIntegrity

10 February  Are you ready for DDO?, Corey McHattan, Ashurst

2020
02 December  Panel: the future of client engagement, Gemma Dale, nabtrade; George Deva, Ord Minnett, David 

Leon, Stellan Capital; Ronan Leonard, Refinitiv

16 November Introduction to thematic investing using ETFs, Justin Arzadon, BetaShares

12 November Navigating AFCA complaints, Shail Singh, AFCA

11 November Understand behavioural biases that affect decisions and prepare for the FASEA exam, Dr Tracey 
West, Griffith University

29 October  What’s in the client’s best interest, Steve Mark AM, Creative Consequences

19 October   Building better client portfolios using ETFs, Cameron Gleeson, BetaShares

14 October   Panel: Cyber security and surveillance monitoring, Alberto Piccenna, Gallagher; Paul Byrne, 
Amplify Intelligence

28 September  How ETFs are expanding the value proposition of the traditional broker, Alistair Mills, BetaShares

16 September  Ethics in action – are you match fit?, Steve Mark AM, Creative Consequences 

19 August The role of gold in a diversified portfolio, Jordan Eliseo, The Perth Mint 

12 August  Incidental tax advice – are you match fit?, Jamie Towers, Mazars Brisbane

05 August  Rethinking defensive strategies, Elizabeth Moran, Fixed Income News 

08 August  Corporations Act – sections relevant to financial advisers, Michelle Levy, Allens 

24 August  Panel: FASEA professional standards – are you match fit?, Aldo Boccalatte, Morgans Financial; Grant 
Holley, Holley Nethercote

https://us02web.zoom.us/webinar/register/WN_lsqCoOvGQIeX1ngyCCNVzw
https://www.stockbrokers.org.au/education/cpd-webinars
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/20210224-FASEA-exam-1.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/Are-you-ready-for-DDO-Corey-McHattan-10-Feb-2021.mp4
https://player.vimeo.com/video/486597338
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/ETF-workshop-3-17-Nov-2020-Jason-Arzadon.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/2020/11/Navigating-AFCA-12-Nov-2020.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/2020/11/Behavioural-biases-11-Nov-20.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/2020/10/Clients-best-interest-29-Oct-20.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/2020/10/ETF-workshop-2-19-October-2020.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/Panel-cyber-security-14-Oct-20.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/2020/10/ETF-workshop-series-Part-1-Alistair-Mills.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/2020/09/Ethics-in-action-are-you-match-fit-16-Sep-20-1.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/2020/09/The-role-of-gold-in-a-portfolio.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/2020/08/Recording-_Incidental-Tax-Advice_3000x2000.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/2020/08/GMT20200805-030042_Rethinking_1920x1080.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/2020/07/GMT20200708-030013_Corporatio_1600x720.mp4
https://mk0safaabplrha3fkjo.kinstacdn.com/wp-content/uploads/2020/07/FASEA-are-you-match-fit-recording.mp4
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At a macro level, Australia saw 
universally aligned responses 
from governments and regula-

tors, with effective responses to the 
economic and personal challenges 
arising from COVID-19. Headline 
responses, including the introduction 
of ‘Job Keeper’ and drastic amend-
ments to the existing ‘Job Seeker’, saw 
unemployment contained and steeled 
consumer confidence, while other 
material factors, such as an expan-
sionary monetary policy and sky-high 
household savings rates, contributed 
to almost all key economic indicators 
surprising analysts on the upside.

As the initial effects of COVID-19 
began in Australia, the house view 

of La Trobe Financial suggested a 
three-stage response, and assumed 
volatility noting the recovery would not 
be smooth nor in a straight line. The 
first stage, ‘hibernation’, occurred as 
government-imposed lockdowns on 
communities and economies caused 
businesses to close and unemploy-
ment to rise. The second stage, 
‘rebound’, commenced as lockdowns 
ended, businesses reopened, govern-
ment stimuli kicked in and people 
returned to work. The third and likely 
longest phase is ‘restructure’, as the 
economy adapts and responds to 
post-COVID-19 settings.

The year ended with the economy 
rebounding from its prescribed 

hibernation. After a dramatic June 
quarter GDP reading of -7%, the 
September quarter settled with a GDP 
reading of +3.3%. The September 
quarter growth is widely forecast to 
continue into the December quarter 
and beyond. Similarly, predictions of 
a 10% unemployment rate went un-
realised, with unemployment at 6.6% 
as at the end of December 2020 (now 
6.4%) after reaching a peak of 7.5%.

A key component of the Australian 
economy, residential property, dem-
onstrated its resilience with almost all 
capital cities posting positive growth 
in the 2020 calendar year. Melbourne 
was the sole exception, following a 
prolonged lockdown in response to a 

Low volatility income in 
volatile markets
Stockbrokers, financial advisers and indeed all investors rode a rollercoaster in 2020, with the largest and swiftest 
market falls in history followed by a significant rebound across most sectors. In short, we bore witness to some 
of the highest volatility on record. Stock markets globally have reaped the benefits of unprecedented external 
stimulus, with central banks and regulators going ‘all-in’ to provide economic protection until the development 
and rollout of a vaccine.

BY AMICHAEL WATSON 
La Trobe Financial
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second wave of COVID-19. Despite 
this, the city experienced a fall of only 
2.1%. Forecasters universally predict 
that capital cities and regional house 
prices will see strong positive growth 
through 2021 and into 2022. 

The driver of this turnaround has 
been a housing market buoyed by 
household savings, reopening credit 
markets and the realisation of latent 
demand and supply. Buyers and  
sellers have returned to the market 
with renewed confidence and in 
higher numbers.

One of the lasting lessons of 
COVID-19 has been the importance 
of preparing to manage volatility.  
While various indicators are posi-
tive, there are known headwinds to 
counter as the year progresses, as 
well as the ever-present risk of ‘Black 
Swan’ events.

One example of a known headwind 
is sporadic outbreaks of COVID-19 
and the ever-present threat of rolling 
local or national lockdowns. Others 
include the cessation of government 
income support, the effects of the 
ongoing pause on inbound migration, 
or the trade relationship with China 
taking further still adverse turns. Each 
of these factors could have an impact 
on markets.

All of the above brings us to income 
for investors. Part of the lauded 
monetary policy responses glob-

ally has been the cutting of interest 
rates to historic lows. At 0.10%, 
Australia’s official cash rate is at its 
lowest ever level and is forecast to 
remain low for some time to come. 
Investors seeking income cannot 
remain dependent upon overweight 
equities positions, they need genuine 
income solutions to provide for their 
lifestyle requirements. Advisers and 
investors need to consider avenues to  

achieve low-volatility income, while 
considering the risk profile for each 
investor and appropriate portfolio 
construction principles. 

With over seven decades of experi-
ence in managing investor portfolios, 
we have a proud and unbroken history 
of zero investor losses in any portfolio 
account. Our flagship product, the 
12 Month Term Account, is pres-
ently returning 4.35%* per annum 
(current variable rate after fees, 
reviewed monthly), with monthly 

income distributions and a flawless 
track record across its 18-year his-
tory since its inception in 2002. As 
the highest rated Credit Fund in its 
sector, investors receive low volatility 
income across the market cycle. The 
12 Month Term Account is available as 
a direct investment or via investment 
and wrap platforms.

Whilst the resilience of our economy 
has surpassed almost everyone’s 

expectations, and low daily case 
numbers give cause for optimism, 
the question from investors now turns 
– as it inevitably always does – to 
generating low-volatility income for 
their portfolios. n

* The rates of return on your investment 
are current at 1 February 2021. The rates 
of return are reviewed and determined 
monthly and may increase or decrease 
each month. The rate of return applicable 
for any given month is paid at the start of 
the following month. The rates of return 
are not guaranteed and are determined 
by the future revenue of the Credit Fund 
and may be lower than expected.

An investment in the Credit Fund is 
not a bank deposit, and investors risk 
losing some or all of their principal 
investment. Past performance is not a 
reliable indicator of future performance. 
Withdrawal rights are subject to liquidity 
and may be delayed or suspended.

La Trobe Financial Asset Management 
Limited ACN 007 332 363 Australian 
Financial Services Licence 222213 
Australian Credit Licence 222213 is the 
issuer and manager of the La Trobe 
Australian Credit Fund ARSN 088 178 
321. It is important for you to consider 
the Product Disclosure Statement for the 
Credit Fund in deciding whether to invest, 
or to continue to invest, in the Credit 
Fund. You can read the PDS on our website 
or ask for a copy by telephoning us.

One of the lasting lessons of COVID-19 has been the importance of 
preparing to manage volatility. While various indicators are positive, there 
are known headwinds to counter as the year progresses, as well as the ever-
present risk of ‘Black Swan’ events.



NAVIGATING CHANGE
SAFAA 2021

SAFAA 2021 Hybrid Conference
Hilton Sydney & online | 20-21 May 2021

FACE-TO-FACE VIRTUAL

 Early bird to 1 May* Standard from 1 May* Early bird to 1 May* Standard from 1 May*

Individual/Practitioner Member $1,450 $1,650 $275 $320

Organisational Member $1,600 $1,850 $330 $375

Group member discount $1,450 $1,650 $275 $320

Group disc w 18 mths membership# $1,845 $2,045 $670 $715

Non-member rate $1,750 $1,950 $660 $705

# Employees of SAFAA Principal members can register for the conference and join SAFAA for 18 months for just the $395 12-month rate.
* All amounts are GST inclusive

www.stockbrokers.org.au/safaa-2021

BOOK prior to 1 May and SAVE 

$200 on the F2F event!

For more information on the program, our presenters, the venue and to register:

https://www.stockbrokers.org.au/safaa-2021
https://www.stockbrokers.org.au/event/safaa-2021
https://www.stockbrokers.org.au
https://www.stockbrokers.org.au/safaa-2021

