
   

The Treasury 
Reserve Bank Act Review Phase 2 Submission Information Release 

March 2019 

This document has been proactively released by the Treasury on the Treasury website at  

https://treasury.govt.nz/publications/information-release/reserve-bank-act-review-phase-2-proactive-
release 
 
Information Withheld 

Some parts of this information release would not be appropriate to release and, if requested, would be 
withheld under the Official Information Act 1982 (the Act). 

Where this is the case, the relevant sections of the Act that would apply have been identified.   

Where information has been withheld, no public interest has been identified that would outweigh the reasons 
for withholding it. 

Key to sections of the Act under which information has been withheld: 

[1] 9(2)(a) - to protect the privacy of natural persons, including deceased people 

[2] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free and frank expression of 
opinions 

Where information has been withheld, a numbered reference to the applicable section of the Act has been 
made, as listed above. For example, a [1] appearing where information has been withheld in a release 
document refers to section 9(2)(a). 

 
Copyright and Licensing 

Cabinet material and advice to Ministers from the Treasury and other public service departments are  
© Crown copyright but are licensed for re-use under Creative Commons Attribution 4.0 International  
(CC BY 4.0) [https://creativecommons.org/licenses/by/4.0/]. 

For material created by other parties, copyright is held by them and they must be consulted on the licensing 
terms that they apply to their material. 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

What objectives should the Reserve Bank have? 

Co-op Money NZ is the industry association that exists to represent, promote and support its Member 
credit unions and building societies in New Zealand.  Credit unions and mutual building societies are co-
operatively owned Non-Bank Deposit Takers, providing their members with a similar range of services 
to a retail bank. Credit unions and mutual building societies are all independently owned and operated 
by their members for their members.   

We believe the Reserve Bank should have a high level policy objective around competition.  The 
banking and payment sector is highly concentrated.  Choice and reducing access barriers to competition 
is good for NZ and consumers, with a visible example being the introduction of mobile telephone 
number portability in the telecommunication sector.  A corresponding example therefore would be to 
allow full portability of bank account numbers. 

The current Reserve Bank objectives of soundness and efficiency in and of itself does not adequately 
empower the Reserve Bank to address competition issues, and the market distortions caused by both 
the significant difference in size and also pivotal positioning of some organisations within the banking 
and payment system.   

   

 

SAFEGUARDING THE FUTURE OF OUR FINANCIAL SYSTEM 
The role of the Reserve Bank and how it should be governed 

 

 

To have your say on these important issues, please answer the questions below and send this form by 

email to rbnzactreview@treasury.govt.nz 
 

To get more information on these topics and the wider Reserve Bank Act Review, see the full 

consultation document at treasury.govt.nz/rbnz-act-review.  

 

 

Have your say 
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 Which financial firms should the Reserve Bank regulate? 

We believe it is appropriate for organisations that conduct banking-like activities (such as 

transactional banking) all to be supervised by one statutory regime and one regulator in the 

Reserve Bank. The Reserve Bank currently already supervises the NBDT sector directly for AML 

and bringing other deposit taking activities together will provide for greater regulatory 

efficiency and understanding of the transactional banking and payments activities of these 

organisations. This would ultimately reduce complexity and compliance costs for NBDT such as 

credit unions, and greatly improve regulator oversight currently split across Financial Markets 

Supervisors, the Financial Markets Authority and the Reserve Bank.  

We agree with the Reserve Bank consultation paper that such a supervisory arrangements 

needs sufficient flexibility to be able to "right size" supervision appropriate for the size and 

complexity of individual organisations.  

We also agree that a single regime allows a more efficient pathway for growth from an NBDT 

into a "registered bank".  We would expect that a single regime would also allow a more 

modern approach to the restricted word "banking" for such ubiquitous terms as "Internet 

Banking" and "Mobile Banking" etc for which there are no practical alternative words to 

describe these services.  

The cost of any regime change should be broadly cost neutral to participants. 

We support the a mechanism that allows for the regulatory perimeter to flex over time.  This is 

a useful safety mechanism to assist the Reserve Bank to meet its objectives whilst encouraging 

competition and innovation in the market. 

 Should there be depositor protection in New Zealand? 

We believe there need to be greater resolution powers for the Reserve Bank.  There are limited 

effective mechanisms to manage distressed NBDTs which provide transactional banking 

services. When an NBDT that provides transactional services to its deposit takers runs into 

trouble, it is important to both protect deposit-takers and to allow its customers (especially 

those with no or limited access to alternative sources of funds) to be able to continue to 

transact and live day-to-day while the NBDT issues are resolved.  Simply freezing deposits 

would mean that transactional deposit takers would need to immediately open new accounts 

with another organisation (if able) and to transfer their direct debits and credits to that new 

account, and to fund any shortfall due to funds frozen that were to be used to pay rent and 

food etc.  It also enhances the chance of a "deposit run" on the organisation at the first sign of 

trouble which then becomes self-fulfilling.   

 

A deposit protection regime could be an option for this.  It is important though that any such 

regime is appropriately designed and priced to ensure the protection of vulnerable consumers 

without imposing complexity and substantial cost upon smaller regulated entities or incurring 

the moral hazard of depositors failing to make their own return/risk decisions.   

 

 

 



   

    

 Should prudential regulation remain with the Reserve Bank? 

 

 

 How should the Reserve Bank be governed? 
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