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In it&rsquo;s latest report , the Australian Securities & Investments Commission (ASIC) found
the big four banks sold products to some customers through their adviser network, with a fee for
ongoing advice, but the advice was never given. 

None of this came to light until the banks were asked by ASIC to look at adviser compensation,
following the introduction  of the Future of Financial Advice (FOFA) legislation in 2013. 

No wonder the banks were wary of their practices being investigated. Not only has it come to
light that many customers (176,000 at the last count) were being charged for services they were
not receiving but, in many cases, the banks didn’t have the data they needed to find out whether
customers had been dudded or not. 

And ASIC is pretty sure why such systemic issues emerge at regular intervals, stating:

Cultural factors in the banking and financial services institutions covered by this report may
have contributed to the systemic failures we observed. 

The ASIC report details the reason for the cultural failings it observed in the wealth
management businesses of the major banks:

Some advice licensees prioritised advice revenue and fee generation over ensuring that they
delivered the required services.

ASIC found that the IT systems in wealth management in the major banks were stone-aged at
best. The banks appear to have no idea what they don’t know, but are all working to identify
how many more customers need to be compensated. 
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http://asic.gov.au/regulatory-resources/find-a-document/reports/rep-499-financial-advice-fees-for-no-service/
http://futureofadvice.treasury.gov.au/Content/Content.aspx?doc=home.htm
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ASIC also found that some banks failed to keep complete or accurate records to enable
compliance to be analysed. And in some cases, authorised representatives had taken
customers’ files with them when they left the firms, making it impossible to check whether or not
advice was given.

It appears that every time a question is asked of the big banks, another example of bad
behaviour is unearthed.

In the recent questioning of bank CEOs by the House Economics Committee, questions were
raised with all CEOs about systemic issues. The answers were generally evasive and short on
specifics.  

For example, when talking about a different but related, financial planning scandal , Andrew
Thorburn, NAB CEO, 
said
:

“We did a review and we had an independent party come and do that review with us, and we
concluded and we stand by that, that it was not a systemic issue.”

What Mr Thorburn and other CEOs neglected to mention was that the banks had, as revealed in
ASIC’s report, all already been in the middle of deep discussions about so-called
“fee-for-services failures” . The regulator wrote:

Of particular concern is that many of the banking and financial services institutions covered by
this review publicly state that their core values include being customer focused, “doing what is
right” for customers, and acting with integrity. We encourage the institutions reviewed in this
report to consider how their culture may have supported these systemic failures, and why their
stated commitment to providing excellent service to customers is not translating into good
outcomes for customers in the many instances we identified in this report.
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http://www.smh.com.au/business/banking-and-finance/whistleblowers-nab-leak-reveals-persistent-bad-behaviour-in-financial-planning-fuels-royal-commission-calls-20150217-13hv1f.html
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22committees%2Fcommrep%2F16ed0d6d-13d2-47f1-bade-baa7403a4ebf%2F0000%22
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At long last, ASIC has highlighted cultural issues across the industry that the boards and
management of the largest banks have long refused to acknowledge.  

The regulator has done its job and found compelling evidence that the culture of the banks is
rotten .   

It’s over to the politicians now.

Pat McConnell does not work for, consult, own shares in or receive funding from any company
or organisation that would benefit from this article, and has disclosed no relevant affiliations
beyond the academic appointment above.
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Read more http://theconversation.com/asic-report-highlights-a-deep-culture-problem-in-austral
ias-banks-67834

 3 / 3

https://theconversation.com/war-on-bankings-rotten-culture-must-include-regulators-42767
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