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I would like to thank the Queensland Resources Council for the opportunity to share 
my thoughts with you this morning. 
 
There are many issues we can talk about. I would like to start with Asia. 
 
This has been an important week for Australia with the release of the Federal 
Government’s white paper, Australia in the Asian Century. 
 
The white paper sets lofty ambitions and outlines a long-term strategic direction for 
Australia and its interaction with the region. 
 
The overall objective is to significantly lift our productivity and wealth, and put us into 
the top 10 countries in the world based on GDP per person by 2025. 
 
Personally, I think it is good that the Government has released a document that sets 
out targets against which we can measure specific policy initiatives as well as our 
success.  
 
The test will be what happens next.  And ‘next’ starts now, today, this week.  And it 
continues for the next decade.  Every time we make a policy decision we must 
reference the region and ask if the outcome will help us achieve our ambitions in the 
Asian Century.  If it does, it gets a tick.  If it doesn’t, we should ensure that the price 
we pay for departing from our strategy is worth it.   
 
The strategy does not depend on who is in government.  It requires consistency 
across the next four or five electoral cycles. 
 
The white paper’s impact on ASX 
 
I would like to spend a few minutes looking at three of the paper’s specific objectives 
and how they relate to ASX. 
 
The first objective is number six.  This objective deals with regulatory reform, and 
aims to make Australia one of the most efficiently regulated countries in the world.  
This is easy to agree with given the regulatory burden we carry today.  Reducing this 
burden makes sense as a first and necessary step.  There is much to do in all 
industries, including financial services. 
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The second objective is number eight.  This objective deals with macroeconomic and 
financial frameworks.  One of the steps under this objective is the development of a 
strong and liquid corporate bond market. ASX has been a strong supporter of this 
objective since it was launched by the Treasurer in December 2010.    
 
One of the necessary steps to develop a corporate bond market is the trading of 
Commonwealth Government Securities on the exchange. Legislation for Exchange-
traded Australian Government Bonds passed the parliament yesterday. ASX is 
working with government agencies to get the other regulatory approvals we need to 
get this up and running. We hope that we get a green light for this sometime in the 
next few months. 
 
The third objective is number 14. This objective aims to improve the level of Asian 
skills and experience among senior leaders in business and government.  
 
The white paper specifically states that ‘one-third of board members of Australia’s top 
200 publicly listed companies and Commonwealth bodies will have deep experience 
in and knowledge of Asia’. It asks the ASX Corporate Governance Council to 
incorporate into its principles and recommendations reporting on Asian relevant 
business expertise and knowledge. 
 
Many of our top companies are already focused on Asia and in some cases have 
strong business and personal ties to the region.  We support the further development 
of training programs and opportunities to gain experience more quickly.  The ASX will 
work with the Corporate Governance Council, the AICD, the BCA and other 
stakeholders to progress this part of our national strategy.   
 
When it comes to the corporate governance principles I should point out that they are 
set by the ASX Corporate Governance Council.  This is an independent body that 
includes some 21 member organisation across the business community, investors 
and other stakeholder groups. 
 
Testing financial market changes under the white paper 
 
Earlier I mentioned that all regulatory decisions that we make from today should ask: 
will the outcome of this decision advance our position in the Asian Century?  ASX 
believes the Asian century test is critical if we are to strengthen our global 
competitive position in financial markets.  It forces us to conduct a full cost-benefit 
analysis before implementing complex regulatory changes. 
 
Our experience in implementing regulatory change in our financial markets suggests 
that we would benefit from reference to Asian markets, rather than simply importing 
regulations and market structures from the USA and Europe.  Our financial markets 
are of high quality and compare well to markets in our region.   
 
Your stock exchange is fully integrated, which means that it facilitates the trading in 
equities and derivatives, and that it does all of the post-trade processing and 
administration. When you get a CHESS statement because you bought shares, you 
get this from ASX.  These post-trade processes are backed by substantial amounts 
of capital and collateral, and are regulated by the RBA and ASIC. 
 
This fully integrated exchange model is the most attractive, most robust and most 
successful exchange model.  It is not the model that the USA and Europe have 
adopted, but it is the model that prevails in Asia.  If Asia is our future, what our 
immediate neighbours do must be relevant. 
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Australian regulators are currently discussing if we should make changes to our 
financial market infrastructure and specifically the post-trade operations of our 
equities market.  The technical term for this post-trade process is clearing – it is 
invisible to you and yet it is a critical risk management activity for our financial 
markets. 
 
ASX has done a considerable amount of work on the cost-benefit analysis that 
should support the decision-making process.  In short, ASX’s analysis shows that the 
financial case for a change to Australia’s market infrastructure is not compelling and 
that investors may be exposed to significant new risks.  Moreover, the current market 
structure, together with the significant investments we will make over the next few 
years, positions us well globally and in Asia. 
 
We have shared our analysis with a broad range of stakeholders in our financial 
markets, and we believe we are being heard.  That is all we can ask for.  We hope 
that our clients and the Government share our ambitions for a world-class financial 
market located in our time zone. 
 
Enhancing the competitiveness of Australia’s financial market  
 
Productivity, global competitiveness and skills development are crucial if we are to 
achieve a top 10 nation status. In fact, 14 of the 25 objectives in the white paper 
relate to these three functions.  It means we need to have our house in order and 
invest in our infrastructure and people. 
 
Earlier, Michael released the 2012 Queensland Exploration Scorecard. It is full of 
good facts.  One set of figures concerned me, however, which is the perception in 
Queensland and the rest of Australia that ‘access to investment capital’ had 
deteriorated significantly from the previous year. Sentiment in Queensland fell from -
7 in 2010/11 to negative 36 in 2011/12 and for the rest of Australia it fell from 
negative 1 to negative 33. 
 
During the initial stages of the Global Financial Crisis, our financial markets showed 
their strength.  Over a period of 18 months, Australian companies raised some $140 
billion in new equity, which made our market the most effective capital market in the 
world.  When the market needed to be there, it was. 
 
In the current economic climate raising money for investment is tough. It is one of the 
reasons we are spending a lot of time on initiatives that improve the conditions of our 
equity market. ASX believes that we can do more to support public companies and 
particularly small and mid-cap companies.  
 
I would like to highlight a few of the changes we have made that we hope will assist 
Australian businesses: 
 

 First, we have improved the flexibility for companies to raise capital. Until 
recently the maximum that could be raised without shareholder approval was 
15% of the capital base. It meant that early stage companies had to go back 
frequently to secure investment for expansion. We have changed that 
inefficient process. Companies can now raise a further 10% subject to 
approval at their annual shareholder meeting. 
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The new rules were implemented on 1 August, in time for this year’s AGM 
season. Indications are that the new rules are helping small and mid-cap 
companies. 
 
So far, a total of 752 companies were eligible to apply for greater capital 
raising flexibility in their AGM notices.  296 companies did so, which 
represents 39% of the eligible population. 
 
The numbers get better when we look at resource companies as a subset of 
this.  So far, 372 resources companies were eligible to ask for greater 
flexibility.  No less than 243 did ask for it in their AGM notices.  In other 
words, 65% of resources companies that could apply for greater capital 
raising flexibility did so in their AGM notices. 
 
This shows how a relatively simple change can make a real difference to 
companies, while maintaining strong shareholder protections.  We are 
grateful to ASIC and the Government for approving the changes and finding a 
sensible solution quickly. 
 

 Second, we are looking for ways to significantly reduce the timetable for rights 
issues.  Today, this process takes approximately 26 days; we would like to 
reduce it to 16 days. 
 

 And third, we recently launched consultation on a new service called ASX 
BookBuild. The current capital raising process is highly effective for larger 
companies, and our market is well served by world-class investment banks.  
However, the current process can be improved for small and mid-cap 
companies that need to access a larger potential pool of investors to fund 
their expansion.  ASX BookBuild is an electronic service that provides listed 
companies and their advisors with a new on-market capital raising tool that 
can help them reach out to a larger number of investors. 

 
Next to improving the capital raising process, ASX is aiming to improve the 
information that is available to investors: 
 

 Earlier this year we launched a pilot Equity Research Scheme.  This scheme 
aims to significantly increase the level of research that is available on the 
1,800 small and mid-cap companies that are listed on the exchange.  Many of 
these companies are not covered by broker research.  

 
For the smallest companies the scheme will commission fact sheets that 
provide more regular and basic information about the nature of the business 
and its performance.  For the larger mid-cap companies the scheme will fund 
broker research in the more traditional way.  We will review the pilot later this 
financial year and see if it is worth implementing a full program, including 
what impact this will have on listing fees. 

 
 In addition to the Equity Research Scheme, ASX has recently released the 

draft rules to enhance disclosure of reserves and resources by ASX-listed 
mining and oil and gas exploration and production companies. 

 
I would like to thank the Queensland Resources Council and other 
Queensland based stakeholders for their input into the review process. It has 
been a two-year process and we are nearing the end. Our objective is to 
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improve disclosure in a practical way that supports investor confidence and, 
ultimately, the capital formation process. We hope to finalise the rules in the 
coming weeks. 

 
Investment conditions 
 
When I look at the initiatives I just ran through, we can test them against the white 
paper and ask do they improve our chance of success in the Asian Century? I would 
say they do.  
 
It is not a bad first year scorecard. Nevertheless, there is even more we can do as a 
country to support investment in the resources sector. 
 
Of the more than 2,000 listed companies and entities on ASX, 996 are resource 
companies. More specifically, 912 of them are small to mid-size resource companies 
with a market capitalisation of less than $300 million. 
 
It is true that many of these are based in Western Australia, but Queensland also has 
a solid representation. Of the 181 Queensland companies and entities listed on ASX, 
74 are resource companies and 69 are small to mid-size resource companies. 
 
There has been a lot of talk recently about the mining boom, its length, the 
sustainability and what pace is it running at. These are good conversations to have. 
 
We must also focus our conversations on the next mining boom and the one after 
that. It takes at least seven years to get a mine up and running from when the 
discovery takes place, so what we do now shows up in the economy in the later part 
of this decade and the next. 
 
We expect that the next few years will be challenging for exploration companies and 
start-up resource projects.  Therefore, we should ensure that the conditions for 
investment are as attractive as they can be under the circumstances. 
 
One of the options that we should consider to support investment is the adoption of 
an Exploration Tax Credit Scheme.  A similar scheme in Canada has been very 
successful.  Of the $220 billion in mining equity capital raised between 2007 and 
2011, 35% was raised in Toronto, 24% in London and only 14% in Australia.  ASX 
sees merit in the development of an Exploration Tax Credit Scheme for Australia.  It 
may be an effective way to support long-term investment in the current environment. 
 
Conclusion 
 
Before I close, I would like to promote a conference in 10 days’ time. On 12, 13 and 
14 November, the inaugural Australian Resources Conference, or ARC, will be held 
in Perth. This conference will bring together government leaders and leaders in the 
mining and the oil and gas industries to discuss how we can engineer a bigger future 
for our country.  You can find more details on the web at www.ARC2012.com.au.  
 
Thank you for your support of our economy and our exchange.  We cannot grow our 
business unless you are growing yours.   
 
I look forward to continuing our conversation. 
 
Thank you. 
 


