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CEO Report

NAVIGATING 
COMPLEXITY
ASX companies are managing issues 
including heightened focus on disclosure, 
goveranance and accountability.

Dominic Stevens
Managing Director and CEO, ASX

The world is growing in complexity and listed companies are not 
immune to this evolution. Navigating an environment rich with 
change requires focus, adaptability and a firm sense of purpose. 

CSL’s Paul Perrault explains how the organisation’s purpose to 
take care of patients around the globe guides its strategic focus. In 
pursuit of this purpose, CSL’s global expansion, investment in 
research and development, and expansion of the Chinese market 
for blood products, has helped it become the largest private 
investor in biotech R&D in Australia and one of the largest listed 
companies on ASX.

In this edition’s industry roundtables, we explore the continued 
evolution of algorithmic trading and what it means for listed 
companies, and the additional requirements and increased 
expectations on companies approaching index eligibility. 

As revealed in the discussion about successfully preparing to 
enter an index, much of today’s changing expectations relate to 
governance and sustainability. These themes are reinforced by the 
long-term nature of superannuation investors, whose time horizons 
outlast GFCs and tech-wrecks, and underscore the need for 
sustainable business models. 

Emerging themes, such as impact investing and the evolving 
nature of shareholder activism, add to the breadth of concerns that 
listed companies must meet. Fidelity International’s Kate Howitt 
looks at the issue of ‘the new CEO write down’ and considerations 
for listed businesses to help protect shareholder value when a new 
chief is appointed.

In financial markets, disclosure is key. New research shows 
that while there is wide variation in approaches to disclosure, 
larger listed companies and a small subset of their small- and 
mid-cap peers are leading the way. In this context, the Australian 
Accounting Standards Board (AASB) outlines how accounting 
standards interact with the Task Force on Climate-related 
Financial Disclosure’s recommendations and sets out findings 
from its recent review.

With so much to consider, I hope you enjoy this edition of 
Listed@ASX.

Best regards,
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Ticker Tape

What is CHESS?
CHESS is ASX’s equities post-trade system 
– the system that does the work between 
execution of a trade and the final 
irrevocable settlement of that trade. CHESS 
also supports other key functions such as 
the operation of the CHESS subregister for 
issuers, the multi-asset holding account of 
an investor’s securities in its legal name on 
the HIN (holder identification number) and 
the administration of activities including 
corporate actions.

What is CHESS’s replacement?
ASX is replacing CHESS and its related 
technology infrastructure with a new, 
secure, open-sourced technology based on 
distributed ledger technology (DLT – often 
referred to as blockchain). The new system 
uses global standards and offers a new and 
better way to deliver the market 
efficiencies and innovation opportunities. 

While the replacement of CHESS 
will continue to offer a majority of the 
same services as CHESS does today, 

ASX is developing new services that 
were requested by users through ASX’s 
market-wide consultation process held 
from 2016 to 2018. Some of these new 
features include improved automated 
corporate actions, the option to receive 
investor CHESS statements electronically, 
standardised investor registration details, 
additional bilateral settlement options  
and more. 

Finally, the replacement of CHESS can 
be accessed through the sending and 
receiving of messages (in a global 
international standards organisation or ISO 
format) and optionally through a 
distributed ledger connection. This new 
distributed ledger connection option will 
be offered by ASX making ‘nodes’ available 
to market users including stockbrokers 
(called ASX participants) and, for the first 
time, directly to issuers, institutional 
investors and service providers such as 
share registries, back-office solution 
vendors and software engineering firms 
such as fintechs.

CHESS 
REPLACEMENT 
PROJECT 
UPDATE
It’s full steam ahead on 
ASX’s replacement of 
CHESS, with the project 
continuing to hit all 
scheduled milestones  
in the lead up to the  
March/April 2021 go-live  
of the new system. 

Current CHESS

Optional DLT 
node access

Access via messaging
Upgraded to global 
ISO 20022 standard

New customer 
requested functions

Existing functionality carried forward and enhanced with:
1 Modern hardware 2 Contemporary software 3 Upgraded security
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John Price 
Commissioner, Australian Securities and 
Investments Commission

ASIC Report

Most business efficiency experts 
would probably wonder whether a 
large organisation with as many as 

seven key strategic priorities is sufficiently 
focused to deliver on its mission. 

ASIC has a very wide mandate. It 
regulates securities markets, the banking 
and insurance industries, consumer credit, 
financial education, superannuation 
and managed investment schemes. It 
also oversees 2.6 million companies. But 
there are only so many goals on which an 
organisation can focus. 

Our principal role is to prevent harm 
to consumers, punish wrongdoing where 
we can and encourage a better culture 
and behaviour – including an emphasis on 
fairness and professionalism – throughout 
the industry.

I will revisit the principle of fairness 
later, but our overall task should be quite 
clear to all those in the financial services 
industry and to those affected by it. Fairness 
was a clear theme running through the 
many submissions to the Royal Commission 
on Financial Services and quite apparent 
in the expectations of the community and 
those who represent it. 

ASIC has identified seven strategic 
priorities for the year ahead. They are  
not to be read in any order, for they are  
all of great significance in themselves and 
in their contribution to the overall plan. 
They are: 
1. Achieving high deterrence enforcement 

actions. 
2. Prioritising the recommendations and 

referrals from the royal commission. 
3. Delivering as a conduct regulator for 

superannuation. 
4. Addressing harms in insurance. 
5. Improving governance and 

accountability. 

6. Protecting vulnerable consumers.
7. Addressing poor financial advice 

outcomes. 
It is worth bearing in mind how our 

system is designed to work in practice. 
One thing is certain: it cannot and will 
never be achieved by ASIC’s vigilance 
and actions alone. There are four lines of 
defence for markets to deliver fair outcomes 
for Australian consumers – public policy, 
the judgement of and accountability to 
the consumer, the conduct of firms, their 
directors and senior management and, 
lastly, the regulator.

As my colleague Karen Chester recently 
pointed out, all four lines of defence  
were breached in each and every case-
study considered and presented by the 
royal commission. That said, it is obvious 
ASIC occupies a pivotal place in the 
system, and we recognise that. We have 
restructured the organisation and its 
approach to fulfill the expectations that 
come with it. 

Unsurprisingly, our reshaped approach 
to enforcement has attracted the most 
attention, although it is less of a change 
than many might realise. ASIC has not 
adopted a litigate-first policy. Not only 
would that be extremely costly to  
the taxpayer, it would represent the 
regulatory equivalent of: ready, shoot,  
aim. More to the point, it would not 
achieve what we seek with our litigation 
priorities: to prevent harms and reach  
a higher level of corporate culture  
and behaviour. 

ASIC will not take on every case, nor 
will we even take on every case where we 
believe a breach has occurred. But if we are 
satisfied a breach of the law is more likely 
than not to have occurred, and if it would 
be in the public interest to pursue the 

matter, we will ask ourselves: why not 
litigate? I expect the answer will vary 
considerably. It would be odd if it did not. 
There will certainly be more litigation than 
before, for various reasons, but it is just 
one of a number of tools at our disposal. 
And not necessarily the toughest, either, 
for those fond of that phrase: tough cop on 
the beat. Our newly-approved product 
intervention power, to use just one 
example, enables ASIC to ban an entire 
business model if we consider it necessary 
to stop significant wrongs from occurring. 
That is why checks and balances such as 
the mandatory consultation period that 
accompanies it are so important. 

In seeking to achieve the right 
outcome, legal cases launched by 
ASIC abound with concepts such as 
unconscionability and dishonesty. They 
can sometimes mean different things to 
different people, or companies, but in 
general it is right to think the community 
expects our companies and banks and 
financial advisers and fund managers  
to do the right thing. 

The president of the Victorian Court 
of Appeal Court, Justice Chris Maxwell, 
recently put the imperative thus: “The bank 
officer might adopt a rule of thumb along 
the following lines: ‘If I have a concern that 
this might be unethical, or unfair, or that I 
might be taking advantage of a vulnerable 
person, I shouldn’t do it’. 

“Adoption of fairness as a test might 
not be conducive to greater certainty. 
But it would certainly promote better 
understanding by all concerned and, 
it might be hoped, higher standards 
of conduct, if we had a prohibition 
on conduct which was ‘in all the 
circumstances unfair’.”

Interesting food for thought, and I will 
leave it to the courts and parliament to 
ponder the suggestion, but it does highlight 
the challenge we all face. 

There are high community expectations 
on ASIC and the entire financial sector 
right now. All of us, the regulators and the 
regulated, need to do better to get it right. 
Australians deserve a strong and efficient 
financial system, and a fair one. The rest is 
up to us.

SAFEGUARDING 
THE COMMUNITY
ASIC has identified seven priorities on which it is focused.
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This pie chart shows listings 
on ASX in the 12 months to 
September 2019. The biggest 
sectors were influenced by the 
following listings.  

Consumer Staples
Coles Group (COL) 
Materials
Coronado Global Resources 
(CRN)
Investment Entity
Hearts and Minds Investments 
(HM1), Perpetual Credit 
Income Trust (PC1), Ophir 
High Conviction Fund (OPH) 
and NIB Global Corporate 
Income Trust (NBI)
Information Technology
Life360 (360) and Fineos 
Corporation (FCL)

Consumer Discretionary

Consumer Staples

Financials

Information Technology

Investment Entity

Materials

Other

Real Estate

NEW LISTINGS LISTING RULES
A raft of listing rule changes are scheduled  
from 1 December 2019. The changes cover 
updating timetables for corporate actions, 
improving market disclosures (including 
quarterly reporting), efficiency measures in 
both the listing process and ongoing 
compliance, enhanced market operation and 
enforcement powers, improved drafting, 
removing redundant rules, correcting gaps or 
errors and increasing guidance.  
To find out about these, the consultation  
paper explaining the changes can be found 
here: https://www.asx.com.au/resources/
newsletters/listed_at_asx/listed-at-
asx-20190920_0819.html and a roadshow to 
explain these and other ASX updates will be 
held in October – details can be found in  
Listed@ASX Compliance Update 8/19: 
https://www.asx.com.au/regulation/compliance/
listed-at-asx-compliance-updates.htm

Ticker Tape

What is the impact on issuers? 
The impact of the cutover from CHESS to 
its replacement in 2021 will be minimal 
and largely seamless. ASX is working 
closely with share registries and the rest of 
the market to develop connections to the 
new system, map old to new standards and 
integrate the new features in a way that 
hides the technical changes from issuers. In 
short, an issuer’s share registry should 
handle and ‘hide’ all the technical 
connectivity and cutover readiness work. 

What’s in it for issuers?
Benfits will include new features and a 
foundation for innovation that can reduce 
friction, latency (time), risk and cost. The 
current CHESS system was innovative 
because it was the world’s first large scale 
dematerialisation (removing paper share 
certificates) of a stock market. Like ASX did 
when it developed CHESS in the 1990s, it 
has taken a long term view and identified 
the root cause problems that lead to so 
many of the inefficiencies in markets. The 
replacement of CHESS is based on an 

innovative way to share data and processes 
across an industry through the use of a 
distributed ledger. 

The most exciting part of CHESS 
replacement from an issuer’s perspective is 
likely to be the innovations that third 
parties, including share registries, can 
develop to operate across ASX’s new 
DLT-based infrastructure. Brokers, issuers, 
investors and others will be able to create 
and share data and workflow in a trusted, 
secure, and standardised way and a whole 
new world of innovative service efficiency 
will be possible. 

What’s the status of the project?
At present we are delivering technical 
documentation and software in tranches to 
the market, which our customers and their 
service providers are then testing in our 
customer development environment (CDE). 
The final drop of code is scheduled for release 
in May 2020, before we move into a period 
of industry-wide testing in July 2020. 

Our customers have asked for  
system access pricing information  

to assist their investment decision  
making and project planning. We have 
responded by releasing indicative  
access pricing for 2021 for both  
messaging and distributed ledger 
connection methods. 

Stakeholder engagement continues to 
lie at the heart of the project, with a 
Business Committee, ISO 20022 Technical 
Committee, Focus Groups, Connectivity 
and Integration Working Group, 
Implementation and Transition Working 
Group and numerous bilateral meetings 
and demonstrations occurring regularly. 

We are updating the issuer community 
on progress in October/November 2019 
with a segment on CHESS replacement  
in our national listing rules roadshow. 
Details can be found below. If you have 
questions, or want to be added to our 
monthly project newsletter, please email 
CHESSReplacement@asx.com.au.

Cliff Richards
executive general manager,  
Equity Post Trade
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