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Update on Proposed  Changes to Financial Market Regulation

The Federal Government recently issued an update on its legislative proposals for merging the regulation 
of futures trading with other regimes relating to regulation of securities trading, foreign exchange, 
insurance, etc.

The original proposals - known as "CLERP 6" (the sixth issues paper in the Corporate Law Economic 
Reform Program, released in December 1997) - have undergone some further fleshing out in the form of a 
new consultation paper "Financial Products, Service Providers and Markets - An Integrated Framework".  
It is available on the Treasury web site at http://www.treasury.gov.au.

Key features of the proposals are set out in the attachment.

For a more detailed picture of the proposals, members are invited to attend a forum arranged by the 
Exchange to which Treasury has agreed to send representatives in order to outline their proposals and 
hear any industry concerns first hand.

It will be held in the SFE Auditorium at 30-32 Grosvenor Street, Sydney from 5.00pm until 6.30pm on 
Wednesday 17 March 1999.  An acceptance form is attached.



DISCUSSION FORUM ON CONSULTATION PAPER
"THE FINANCIAL SERVICES INDUSTRY - PROPOSALS FOR REFORM "

The Federal Treasury has agreed to participate in a discussion forum on its consultation paper, arranged 
by the Sydney Futures Exchange for representatives of member companies.

It will be held from 5.00pm until 6.30pm on Wednesday 17 March 1999 in the SFE Auditorium, 30-32 
Grosvenor Street, Sydney.

The program will be as follows:

5.00pm Introduction

5.05pm Treasury Representative: Outline of the Proposals with Particular 
Focus on Direct Regulation of Licensed Financial Service Providers

5.25pm SFE Representative (Malcolm Starr, Policy Director - Government and 
Legislative Affairs):  Focussing on Indirect Regulation of Financial 
Service Providers through Direct Regulation of Market Facility Providers

5.45pm Question and Answer Session

6.30pm Close

To attend this free seminar, phone or email Martine L’Eveille at SFE or simply fax this completed page 
(limit two persons per member company).

------------------------------------------------------------------------------------------------------------------------------------------------------
------------

SFE DISCUSSION FORUM ATTENDANCE
WEDNESDAY 17 MARCH, 5.00PM TO 6.30PM

Company 
Name:.............................................................................................................................................
....................................

Person(s) Attending:
(Name)...........................................................................................................
.............................................

(Position).......................................................................................................
.............................................

(Name)...........................................................................................................
............................................

(Position).......................................................................................................
.............................................



RSVP to Martine L’Eveille at SFE

By Fax (02) 9256 0666
By Phone (02) 9256 0555
By Email mleveille@sfe.com.au

before 5.00pm Tuesday 16 March 1999
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The Financial Services Industry Consultation Paper -  Key Features

Timetable

Consultation Paper by Government released on 3 March 1999.  Comments requested by 16 April 1999.  
Draft legislation to be released for public consultation mid 1999.  Government understood to be aiming 
for commencement of legislation by mid 2000.

Background

The objective is to provide more consistent regulation of functionally similar products (within the 
Australian Securities and Investment Commission's area of responsibility).

The principal mechanism is a very broad definition of financial products as the basis for introducing a 
single licensing regime.  This, in turn, provides the basis for imposing a common set of obligations on all 
those licencees, irrespective of the nature of the financial product involved in any advice or dealing.

Most of the proposed obligations have been modelled on ones to which futures brokers or securities 
dealers are already subject.

The differences tend to reflect the focus on providing retail customers with additional information from 
which they can compare alternatives (to the particular product that a licensee may be seeking to 
promote).

Basic Structure - the 6 "Singles"

Single definition of financial product -  encompasses securities, futures and other derivatives, foreign l
exchange, superannuation, general and life insurance, deposit accounts, credit arrangements that 
fall outside the scope of the Uniform Consumer Credit Code; means of payment services such as 
smart cards and e cash.

Single financial service provider’s licence - covers all financial service businesses, replacing current l
licences for securities dealers, investment advisers, futures brokers and advisers, general and life 
insurance brokers and foreign exchange dealers.  Also replaces most exempt futures market 
declarations.

Financial services will involve advising on, dealing in, or making a market in financial products; 
selling in one’s own financial product; operating a managed investment scheme; or providing a 
custodial or depository service.

Single licence for operators of a financial market facility where financial products are regularly l
traded or information is provided about the prices at which persons may expect to trade financial 
products and which involve multiple buyers and sellers.

This is apparently intended to encompass a broader range of facilities than existing exchanges.  It is 
proposed that the Minister for Financial Services and Regulation will have a power to determine that, 
in respect of some market facility operators, not all of the criteria for a licence need to be satisfied, 
or at least not in the same way as other licencees (such as exchanges) satisfy them.

Single licence for operators of a clearing and settlement facility.  High value elements of the l
payment system will continue to be covered by the Payment Systems Board under the Reserve 
Bank.  But other providers of clearing systems for any financial product will be subject to a similar 
regulatory regime to exchanges and other market facility operators.



Single  disclosure regime for retail clients involving licencees giving retail clients a Financial l
Services Guide (which essentially deals with the entity providing the service, including any 
associations it may have with product issuers, fees payable and avenues for redress) and a 
Financial Product Information Statement (which essentially deals with a particular product, including 
the risks associated with it).  The information statement will not be required in relation to 
"securities".  The prospectus provisions will, instead, continue to apply to "securities" (and possibly 
to superannuation and life insurance with an investment component, depending on reactions to this 
open question in the consultation paper).

Single set of market misconduct provisions covering matters such as insider trading, market l
manipulation, false or misleading statements, etc.

What’s New Since CLERP 6?

Transitional arrangements clarified - existing licencees will have two years (from commencement of l
the new regime in, say, mid 2000) to obtain the new financial service providers licence.

Market misconduct provisions (eg. insider trading, market manipulation, etc) which differ as between l
"securities" and "futures" to be harmonised on the basis of the "securities" version (ie. Chapter 7, 
rather than Chapter 8 of the Corporations Law).

Market misconduct provisions (which currently provide for criminal offences) to be punishable on l
either the civil or criminal standard of proof, depending on the state of mind of the offender, with 
maximum penalties increased to $10 million, in line with ACCC/Trade Practices Act.

Clarification of relationship between the Minister, ASIC and exchanges - several new powers will be l
conferred on either the Minister for Financial Services and Regulation or ASIC to influence the 
manner in which exchanges (and other market operators) exercise their front line regulator role (of 
supervising those with direct access to the exchange’s facilities) eg. powers to give directions to 
exchanges; to impose conditions as to which products can be traded; to determine how licence 
criteria are to be satisfied by an exchange, etc.  

An exchange’s duty is proposed to be expressed in terms of providing "fair, efficient and l
transparent" markets (rather than "fair and orderly", as at present).  This new formulation is also 
proposed as the benchmark against which review of exchange rules by ASIC (and, potentially, 
disallowance by the Minister) is to be conducted.

Follow-Up

The SFE will continue to make written submissions and engage in further discussions with Treasury and 
the Minister for Financial Services and Regulation as the proposals are converted into draft legislation.  

For further details, contact Malcolm Starr at the Exchange on Ph 02 9256 0400 or Fax 02 9256 0666.

Malcolm Starr
Policy Director; Government & Legislative Affairs
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