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Treasury:4092086v1 IN-CONFIDENCE 1 

Reference: T2019/958 SH-11-4-3-1 
 
 
Date: 4 April 2019 
 
 
To: Minister of Finance  

(Hon Grant Robertson) 
 
Deadline: None 
(if any) 
 
 
Aide Memoire: Meeting with BNZ 

Meeting overview 

You are meeting with Philip Chronican, the interim Chief Executive Officer of National 
Australia Bank Limited (NAB), and Doug McKay, the Chair of Bank of New Zealand 
(BNZ) on Monday, 8 April 2019 at 8.00am–8.30am. BNZ is a subsidiary of the NAB 
Group. 
 
The NAB Board of Directors announced in March that Mr Chronican will become the 
next Chair of NAB later in 2019. 
 
Mr Chronican and Mr McKay have indicated that they wish to discuss:  
 

• the Reserve Bank of New Zealand’s (the Reserve Bank) review of the 
capital adequacy framework for registered banks 

• the Reserve Bank and Financial Markets Authority’s (FMA) report on the 
culture and conduct of the banking and life insurance sectors.  
 

Other topics that could be raised include: 
 

• the Reserve Bank Act Review 

• the provision of regional banking services. 
 
This briefing provides background and talking points on these topics. 
 
BNZ is generally supportive of the Reserve Bank’s Capital Review 

The Reserve Bank is currently consulting on the capital adequacy framework for banks 
(the Capital Review).  It is proposing to increase the minimum level of regulatory capital 
for domestic systemically important banks (such as BNZ) from 8.5 per cent to 16 per 
cent of risk-weighted assets, over a five-year transition period. 
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In December 2018, NAB estimated this would require a potential capital increase of 
about NZ$4 billion to NZ$5 billion for BNZ. 
 
BNZ is broadly supportive of the Capital Review.  However, Mr McKay may raise the 
following concerns, based on BNZ’s engagement with the Capital Review: 
 

• Higher capital requirements have the potential to reduce economic growth, 
competition in banking, and unduly restrict the availability of credit (i.e. it 
may impact the ability to lend to every sector) 

• There are an existing range of prudential risk management tools that need 
to be considered in the context of the Capital Review. 

 
Setting capital requirements for banks is an independent function of the Reserve Bank. 
Consultation on the proposal ends on 3 May 2019 and the Reserve Bank intends to 
publish its final decisions in mid-2019. 
 
BNZ has provided a response to the Reserve Bank and FMA on their review of 
bank conduct and culture 

The Reserve Bank and FMA jointly reviewed the conduct and culture of 11 New 
Zealand banks and 16 New Zealand life insurers (including BNZ Life Insurance 
Limited) in the second half of 2018.  
 
The Reserve Bank and FMA provided feedback to BNZ on the findings of the review so 
that BNZ could develop a plan to address the issues. BNZ provided a response on 
bank conduct and culture at the end of March; a response on life insurer conduct and 
culture is due by the end of June.  
 
The Reserve Bank and FMA are reviewing the responses received from the 11 banks 
and will likely make a substantive public comment in several weeks. Following the 
conduct and culture review, banks are removing sales incentives for frontline customer 
service staff and their managers. 
 
Phase two of the Reserve Bank Act Review 

The review team is preparing the second consultation document to be released in mid-
June 2019. This consultation document will cover: 
 

• your in-principle decisions on topics from the first consultation, including the 
Reserve Bank’s objectives, governance, and regulatory perimeter 

• the remaining review topics, including prudential regulation and 
supervision, crisis management, macro-prudential policy, the role of the 
Reserve Bank in climate change, funding and resourcing, and coordination 
arrangements. 
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The review team expects to complete policy work on the review towards the end of 
2019 (including a third round of consultation), with legislative drafting taking place over 
2020. 
 
In its submission on the first consultation document, BNZ: 
 

• supported widening the RBNZ’s regulatory perimeter to include all deposit-
taking institutions (like Australia’s approach) to level the playing field 
between bank and non-bank deposit takers 

• considered that depositor protection would be unnecessary if the Reserve 
Bank’s proposed higher capital requirements are implemented (the 
Treasury notes that increasing capital requirements can reduce the risk of a 
bank failing. However, increasing capital requirements does not eliminate 
the risk of a bank failing and therefore does not negate the desirability of 
implementing depositor protection)  

• supported prudential regulation remaining with the Reserve Bank, providing 
that enhancements are made to the Reserve Bank’s governance and 
resourcing 

• supported moving to a traditional board governance model, but did not 
consider a Financial Policy Committee necessary. 

 
Provision of regional banking services 

Following our advice to you on regional banking services [Treasury Report T2019-357 
refers], we have engaged with the New Zealand Bankers’ Association (NZBA) on the 
provision of regional banking services.  
 
The NZBA is working with its member banks, including BNZ, to investigate an industry-
led solution to the provision of regional banking services. We will continue to engage 
with the NZBA, and advise you on next steps in mid-April. 
 
 
 
Amir Mehta, Analyst, Financial Markets, 
Sam Thornton, Acting Team Leader, Financial Markets, 
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Philip Chronican, Acting Group Chief Executive Officer, National Australia Bank 

Mr Chronican is Acting Group Chief Executive Officer, National 
Australia Bank as of 1 March 2019 and Chairman-elect. He is fulfilling 
the Group CEO role in an interim capacity until a permanent 
appointment is made. 

Mr Chronican was previously a non-executive director of BNZ from 
October 2016 to 28 February 2019. 

He has more than 35 years of experience in banking and finance in Australia and New 
Zealand.  
 
Doug McKay, Chair, Bank of New Zealand 

Mr McKay is Chair of the Bank of New Zealand and a non-executive 
director of National Australia Bank. 

He has held CEO and managing director positions within major trans-
Tasman companies and organisations including Auckland Council, 
Lion Nathan, Carter Holt Harvey, Goodman Fielder, Sealord, and 
Independent Liquor. 
 
 

Suggested talking points 

The Reserve Bank’s Capital Review 

• The Reserve Bank is keeping me informed on the Capital Review. I encourage 
you to submit on its proposals. 

 
• It is important that any increased cost of lending is balanced against the benefits 

of a more resilient banking system. 
 

Culture and conduct review 

• What changes has BNZ made following the culture and conduct review? 
 
Phase two of the Reserve Bank Act Review 

• I encourage BNZ to submit on the second consultation paper which will be 
released around mid-2019. 

 

Provision of regional banking services 

• I understand that BNZ is working with the NZBA to develop an industry solution 
for the provision of regional banking services. 
 

• Do you have an update on progress? 
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Reference: T2019/1019 SH-11-4-3 
 
 
Date: 5 April 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Deadline: None 
(if any) 
 
Aide Memoire: Meeting with ANZ Group Chief Economist 

You are meeting with Richard Yetsenga, the Chief Economist and Head of Research at 
Australia and New Zealand Banking Group (ANZ) on Monday, 8 April 2019, at 6.15pm.  
 
Mr Yetsenga would like to present ANZ’s research on the global economic outlook.  
He may also raise the following issues: 
 

• the Reserve Bank of New Zealand’s (the Reserve Bank) review of the 
capital adequacy framework for registered banks; 

• the Reserve Bank and Financial Markets Authority’s (FMA) report on the 
culture and conduct of the banking and life insurance sectors; and  
 

• the Reserve Bank Act Review. 

 
This briefing provides background and talking points on these topics. 
 
ANZ New Zealand is the largest bank in New Zealand 
 
ANZ Group is the third largest bank by market capitalisation in Australia. ANZ Group’s 
cash profit was AUD$6.4b in the year to December 2018, with AUD$1.745 billion from 
ANZ Bank New Zealand. ANZ Bank New Zealand is the largest bank in New Zealand 
with a market share of 33 per cent. ANZ New Zealand’s profit is equal to around 35 per 
cent of the profits made by the New Zealand banking sector.  
 
ANZ’s view on the economic outlook 
 
ANZ’s January 2019 economic outlook predicts a slow-down of New Zealand’s 
economic growth (below 3 per cent GDP growth for the next three years). The factors 
cited include falling net migration, a cooling housing market, and slowing growth of the 
Chinese economy. ANZ predicts that that the Reserve Bank will cut the OCR to 1.0 per 
cent by the end of 2020.  
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ANZ also publishes a monthly Business Outlook Survey of New Zealand. The latest 
report in March 2019 showed its measure of business confidence fell seven points, to a 
net 38 per cent of respondents expecting business conditions to deteriorate next year.   
 
In the wider context, ANZ believes the global economy is coming under pressure. 
Growth in China is expected to be supported by increased stimulus, but only to a 
moderate extent. In Australia, ANZ expects housing weakness is likely to dampen both 
construction and household spending. ANZ questions whether the global slowdown is a 
reflection of cyclical drivers (eg trade wars) or broader structural drivers, such as a 
more constrained credit growth environment (eg pulling back from persistently low 
global interest rates and high fiscal spending from the past few years). 
 
Capital review 
 
The Reserve Bank is currently consulting on the capital adequacy framework for banks 
(the Capital Review).  It is proposing to increase the minimum level of regulatory capital 
for domestic systemically important banks (such as ANZ) from 8.5 percent to 16 
percent of risk-weighted assets, over a five-year transition period. 
 
ANZ's view is that regulatory capital requirements for New Zealand incorporated banks 
should align with those in Australia. The Australian Prudential Regulation Authority is 
currently reviewing the capital framework for Australian authorised deposit-taking 
institutions. ANZ noted in December 2018 that the Reserve Bank’s proposal could 
require a capital increase for the New Zealand subsidiary of $6 billion to $8 billion. The 
Reserve Bank will provide you with a separate briefing on matters related to ANZ and 
the Capital Review. 
 
Setting capital requirements for banks is an independent function of the Reserve Bank. 
Consultation on the proposal ends on 3 May 2019 and the Reserve Bank intends to 
publish its final decisions in mid-2019. 
 
ANZ has provided a response to the Reserve Bank and FMA on the review of 
bank conduct and culture 

The Reserve Bank and FMA jointly reviewed the conduct and culture of 11               
New Zealand banks and 16 New Zealand life insurers (including OnePath Life, 
previously owned by ANZ).   
 
The Reserve Bank and FMA provided feedback to ANZ on the findings of the review so 
that ANZ could develop a plan to address the issues. ANZ provided a response on 
bank conduct and culture at the end of March 2019.  
 
The Reserve Bank and FMA are reviewing the responses received from the 11 banks 
and will likely make a substantive public comment in several weeks. Following the 
conduct and culture review, banks are removing sales incentives for frontline customer 
service staff and their managers. 
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Phase two of the Reserve Bank Act Review 

The review team is preparing the second consultation document to be released in mid-
June 2019. This consultation document will cover: 
 

• in-principle decisions on topics from the first consultation, including the 
Reserve Bank’s objectives, governance, and regulatory perimeter; and 

• the remaining review topics, including prudential regulation and 
supervision, crisis management, macro-prudential policy, the role of the 
Reserve Bank in climate change, funding and resourcing, and coordination 
arrangements. 

 
The review team expects to complete policy work on the review towards the end of 
2019, with legislative drafting taking place over 2020. 
 
In its submission on the first consultation document, ANZ: 
 

• supported a high level financial stability objective for the Reserve Bank, 
with some reference to efficiency as a lower tier objective as an important 
moderator;  

• supported widening the Reserve Bank’s regulatory perimeter to include all 
deposit-taking institutions (like Australia’s approach) and giving the 
Reserve Bank the power to designate or exempt activities in relation to 
prudential regulation;  

• is not convinced that depositor insurance is necessary and thinks some 
level of depositor protection can be provided through the adoption of ‘de 
minimus’ in the Open Bank Resolution;   

• supported prudential regulation remaining with the Reserve Bank, providing 
that enhancements are made to the Reserve Bank’s governance and 
resourcing; 

• supported moving to a traditional board governance model over a single 
decision maker model, and supported the Treasury as external monitor; 
and  

• supported Treasury becoming administrator of the Reserve Bank Act to 
manage the Reserve Bank’s conflict of interest related to administration of 
this Act.  

 
ANZ also noted that the outcome of the Capital Review should be factored into any 
decision on depositor insurance. The Treasury notes that increasing capital 
requirements can reduce the risk of a bank failing.  However, increasing capital 
requirements does not eliminate the risk of a bank failing, and therefore does not 
negate the desirability of implementing depositor protection. 
 
 
Max Lin, Analyst, Financial Markets, +
Sam Thornton, Acting Team Leader, Financial Markets, +
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Richard Yetsenga, Chief Economist and Head of Research at Australia and New 
Zealand Banking Group 

 Mr Yetsenga is Chief Economist and Head of 
Research at ANZ, based in Sydney. 

He leads the Bank's global economic and markets 
research efforts, with a focus on Australia,  
New Zealand and Asia. 

He has more than 20 years of experience in financial 
services. Mr Yetsenga joined ANZ in 2011 from HSBC 
in Hong Kong, where he was Managing Director and 
Global Head of Emerging Market FX Strategy.  

Prior to his seven years at HSBC, Mr Yetsenga held 
economics and markets strategy roles with Deutsche 
Bank and the Australian Government. 

 

Suggested talking points 

Economic outlook 

• How do you think New Zealand’s economic outlook will impact productivity and 
wellbeing? 
 

• What economic trends are you seeing overseas and how are they similar or 
different to New Zealand?  

 
• What is your view on the cooling Australian housing market and what impact 

might this have for New Zealand? 
 
The Reserve Bank’s Capital Review 

• The Reserve Bank is keeping me informed on the Capital Review. I encourage 
ANZ to submit on its proposals. 

 
• It is important that any increased cost of lending is balanced against the benefits 

of a more resilient banking system. 
 

Culture and conduct review 

• What is the likely impact of the Australian Royal Commission and New Zealand’s 
culture and conduct review on access to credit?  

 
Phase two of the Reserve Bank Act Review 

• I encourage ANZ to submit on the second consultation paper which will be 
released around mid-2019. 
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Reference: T2019/1575 SH-11-4-3-1 
 
 
Date: 6 June 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Deadline: None 
(if any) 
 
 
Aide Memoire: Meeting with SBS Bank   

Meeting overview 

You are meeting with the chief executive of the SBS Group, Shaun Drylie, on 10 June 
2019 at 5.30pm. SBS Bank is the main division of the SBS Group. 
 
This aide memoire contains background information and suggested talking points for 
your meeting with Mr Drylie. We understand that Mr Drylie would like to discuss: 

• plans for the future and an analysis of market and growth opportunities 

• “regulation requirements”, which will likely include:  

o the Capital Review for registered banks undertaken by the Reserve 
Bank of New Zealand (the Reserve Bank) 

o the Bank Conduct and Culture Review undertaken by the Reserve Bank 
and the Financial Markets Authority (FMA) 

o financial conduct reform by the Ministry of Business, Innovation and 
Employment (MBIE), including relating to the conduct of financial 
institutions, insurance contract law, and responsible lending. 

• regional banking services from SBS Bank’s perspective. 

 
Mr Drylie may also be interested in discussing Phase 2 of the Review of the Reserve 
Bank of New Zealand Act. 
 
Background on SBS Bank 

SBS Bank is a New Zealand-owned registered bank, headquartered in Invercargill. It is 
a building society, and was the first building society in the world to also become a 
registered bank. 
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It has approximately 535 employees. It is the eighth largest bank in New Zealand (by 
total assets) and has a market share of 1.7 per cent (by resident household deposits).1 
Whilst originally focused on the Southland area, SBS Bank now has 16 branches 
throughout New Zealand, generally located in regional centres. 
 
SBS Bank is part of the SBS Group, representing over 95 per cent of the SBS Group’s 
value. The other subsidiary businesses in the SBS Group are: 

• Funds Administration New Zealand Limited (FANZ) – FANZ provides fund 
management services. It manages about $1 billion for more than 18,000 New 
Zealanders. FANZ manages a KiwiSaver Scheme called the Lifestages 
KiwiSaver Scheme that has over 17,000 members.  

• Southsure Assurance – Southsure Assurance provides life, general, and travel 
insurance. 

• Finance Now – Finance Now provides financial products and services, including 
retail and personal loans. It recently acquired The Warehouse Group Financial 
Services (Warehouse Money). 

 
In the year ending 31 march 2019, SBS Group increased its operating surplus by 15.5 
per cent, from $35.3 million to $40.8 million. 
 
 
Capital Review: SBS Bank argues that the Reserve Bank’s proposals to increase 
capital requirements will undermine small banks’ ability to compete with the 
main banks 

The Reserve Bank is reviewing the regulatory capital requirements for locally 
incorporated banks (the Capital Review).  
 
The Reserve Bank’s key proposals include: 

• increasing ‘tier 1’ capital requirements from 8.5 per cent to: 

o 15 per cent of risk-weighted assets (RWA) for smaller banks, such as 
SBS Bank and Kiwibank 

o 16 per cent of RWA for the ‘systemically important’ four main banks. 

• requiring the increase in tier 1 capital requirements to be met only by ‘common 
equity tier 1’ (CET1) capital, the highest quality (and most expensive) form of 
capital. Banks would not be able to use cheaper contingent convertible debt 
(known as ‘CoCos’) to meet tier 1 (or tier 2) capital requirements.2 

 

                                                
1 Financial Markets Authority and Reserve Bank of New Zealand, “Bank Conduct and Culture: Findings 
from an FMA and RBNZ review of conduct and culture in New Zealand retail banks”, p. 35. Note that 
market share is measured by the bank’s resident household deposits as a proportion of the total resident 
household deposits in New Zealand, as at 31 August 2018. 
2 Contingent convertible debt is convertible into equity if a pre-specified trigger event occurs (e.g. when a 
bank’s financial position falls below certain prescribed limits). 

20200028 Page 10 of 33



IN-CONFIDENCE 

Treasury:4116360v1 IN-CONFIDENCE 3 

SBS Bank jointly submitted on the Capital Review with Kiwibank, TSB Bank, and the 
Co-operative Bank, from the perspective of New Zealand-owned banks. 
 
The joint submission points to particular implications for smaller banks of both: (i) 
significantly increasing regulatory capital requirements and (ii) limiting the type of 
capital that can be used to meet these new requirements (to higher cost CET1 capital). 
 
The joint submission argues that the proposed capital requirements will undermine the 
growth of small, New Zealand-owned banks, and create a “risk that small banks are 
ultimately absorbed by the large banks” which would “increase concentration on the 
existing systemically important banks and lessen competition.”  
 
Specific key issues and proposed remedies raised in the joint submission are as 
follows: 
 
Issue raised by New Zealand-owned 
banks 

Proposed remedy by New Zealand-owned 
banks 

Proposals to restrict the type of eligible non-
CET1 capital (i.e. disallowing the use of 
contingent convertible debt) will place New 
Zealand-owned banks at a competitive 
disadvantage and limit growth opportunities. It 
is already difficult to access CET1 capital due 
to: 

• scale and illiquidity (New Zealand-owned 
banks are not listed) 

• investors favouring larger banks because 
they offer higher returns. 

Allowing “reasonably practical access to 
capital” – small banks should be able to use 
cheaper AT1 and tier 2 capital (i.e. contingent 
convertible debt) to meet new capital 
requirements. 

Transition period of five years is too short if 
small banks need to rely on retained earnings 
to meet proposed requirements. 

Transition period of eight years. 

The four main banks gain a competitive 
advantage by using their own internal models 
to calculate lower RWA, compared with the 
small banks’ use of a standardised model 
prescribed by the Reserve Bank. 

Greater alignment between the calculation of 
RWA for large and small banks. 

 
Public submissions have now closed. The Reserve Bank received a large number of 
submissions – 164 in total. It will publish a summary of submissions later in June 2019 
and will continue to engage with stakeholders. The Reserve Bank has also appointed 
three experts to independently review its analysis and advice underpinning its 
proposals.  
 
The Reserve Bank intends to release the final decisions on the Capital Review by the 
end of November 2019, with implementation of any new rules starting from April 2020. 
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Bank Conduct and Culture Review: SBS Bank has submitted its plan to the 
Reserve Bank and the FMA to address recommendations from the review 

The Bank Conduct and Culture Review undertaken by the Reserve Bank and the FMA 
identified general failings in how banks manage conduct risk. SBS Bank was part of 
this review. It has submitted an action plan to the Reserve Bank and the FMA to 
address recommendations from the review. 
 
According to the New Zealand Bankers’ Association, all 11 banks in the Bank Conduct 
and Culture Review have committed to review or address sales incentives for frontline 
salespeople and their managers, or have already removed such incentives. 
 
 
Financial conduct reform: SBS Bank may be interested in regulatory changes 
related to conduct of financial institutions, insurance contract law, and 
responsible lending 

Financial conduct reform will impact multiple businesses in the SBS Group. 
 
MBIE is consulting on proposals to better regulate the conduct of financial institutions 
and address problems in insurance contract law  

• Conduct of financial institutions:  

MBIE has consulted on how to better regulate the conduct of financial 
institutions via an options paper. The consultation follows the findings from the 
Bank Conduct and Culture Review.  
 
Options proposed in the paper include overarching duties on institutions (such 
as considering the customer’s interests), restrictions on non-monetary soft 
commissions, stronger penalties and enforcement, and executive 
accountability. 
 
Consultation ended on 7 June 2019. The Minister of Commerce and Consumer 
Affairs plans to take policy proposals to Cabinet later in 2019. 

 
• Insurance contract law:  

MBIE is also consulting on an options paper to address problems in insurance 
contract law, such as the consumer’s duty of disclosure when entering into a 
contract and unfair contract terms. Consultation ends on 28 June 2019. 

 
Legislation to strengthen requirements to lend responsibly is progressing 

The Credit Contracts Legislation Amendment Bill aims to strengthen requirements to 
lend responsibly. It is currently being considered by Parliament’s Finance and 
Expenditure Committee. 
  
The Bill will: 

• ensure that, for high-cost loans, consumers will never have to pay more than 
100 per cent of the amount they originally borrowed 
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• introduce more specific affordability and suitability requirements to prevent 
lenders granting loans to people who cannot afford to repay them 

• enforce stronger penalties for irresponsible lending 
• require lenders and truck shops to undergo “fit and proper person” tests before 

they are allowed to operate. 
 
The Bill is expected to pass this year, and come into effect in March 2020. 
 
 
SBS Bank wishes to discuss regional banking services 

Your meeting with Mr Drylie is an opportunity to discuss regional banking and 
understand SBS Bank’s perspective on the opportunities for, and challenges in, 
providing banking services in the regions. SBS Bank’s 16 branches are generally 
located in regional centres (e.g. Napier, Hastings, Blenheim, Gore, Cromwell, Timaru).  
 
SBS Bank is not part of the consortium of six banks that have proposed establishing a 
regional banking hub pilot scheme.  
 
 
Phase 2 of the Review of the Reserve Bank of New Zealand Act 

SBS Bank jointly submitted with TSB Bank and the Co-operative Bank on Consultation 
One of Phase 2 of the Review of the Reserve Bank of New Zealand Act (the Review). 
In particular, SBS Bank: 

• is “supportive of work to ensure effective depositor protection, as long as this is 
balanced with a focus on regulatory efficiency in how this protection is 
achieved”. Work on depositor protection should consider other existing levers – 
for example, the Reserve Bank’s Open Bank Resolution and capital 
requirements 

• supports “prudential regulation remaining with the Reserve Bank under an 
enhanced status quo model that includes clearer objectives and increased 
resourcing to enable a greater focus on financial system responsibilities.” 

 
The second consultation document for Phase 2 will be released in mid-June 2019.  
 
The Review will not directly consider bank capital requirements. However, the Review 
will consider the design and nature of the prudential powers available to the Reserve 
Bank, which include powers to impose capital requirements and to calibrate those 
requirements. 
 
Amir Mehta, Analyst, Financial Markets, +
Robbie Taylor, Team Leader, Financial Markets, +
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Shaun Drylie, Chief Executive, SBS Group 
Mr Drylie has a 30-year background in the banking industry.  He 
started his career in Hokitika as a teller and worked his way up 
into more senior and strategic roles. He has spent the past 13 
years in diverse general management roles, including at ASB 
Bank. 

As SBS Group CEO, Mr Drylie is responsible for the performance 
of SBS Bank along with the other subsidiary businesses of the 
SBS Group: Finance Now, Funds Administration New Zealand 
(FANZ), and Southsure Assurance. 

 
Suggested talking points 

Capital Review 
• The Reserve Bank is operationally independent in setting bank capital levels.  

• The Reserve Bank is considering all submissions on the Capital Review before 
making its final decision.   

• The Reserve Bank expects to release a final decision by the end of November 
2019. 

 
Bank Conduct and Culture 
• Do you have any reflections on the findings and recommendations of the Bank 

Conduct and Culture Review? 

• What actions have you taken so far as a result of the review? 
 
Financial institution conduct and insurance contract law 
• Have you submitted on MBIE’s consultations on the conduct of financial 

institutions and on issues related to insurance contract law? 

• Will the reforms to responsible lending have an impact on the SBS Group? 
 
Regional banking services 
• How can the banking industry support access to banking services in the regions? 

• What are the opportunities for, and challenges in, providing banking services in 
the regions? 

• Does SBS Bank intend to open more bank branches? If so, where? 
 
Phase 2 of the Review of the Reserve Bank Act 
• I expect to publicly confirm the direction of travel for depositor protection, 

supervision and enforcement, and prudential regulation later in June. 

• I encourage SBS Bank to submit on the second round of consultation for Phase 
2. 
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Reference: T2019/1717 SH-11-4-3-1-2 (Capital review) 
 
 
Date: 11 June 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Deadline: 13 June 2019 
(if any) 
 
 
Aide Memoire: Meeting with Oliver Hartwich, The New Zealand 
Initiative: RBNZ reforms and bank governance 

Meeting overview 
 
You are meeting with meeting with Dr Oliver Hartwich, Executive Director of the NZ 
Initiative (NZI), on Monday 17 June from 9:15-9:45am. 
 
This aide memoire contains background information and suggested talking points for 
your meeting.  We understand that Dr Hartwich would like to discuss the RBNZ reforms 
and governance.  Dr Hartwich may also be interested in discussing bank capital and 
conduct and culture issues. 
 
The NZI  
 
The NZI is a think-tank, which describes its mission as “to help create a competitive, 
open and dynamic economy and a free, prosperous, fair, and cohesive society”.  Its 
members include individuals and corporates from a broad range of industries, and 
include ANZ, ASB, BNZ, Heartland Bank, Kiwibank and Westpac.   
 
RBNZ reforms and governance 
 
Phase 2 of the RBNZ Act Review 
 
The NZI’s submission on the first round of consultation on Phase 2 of the RBNZ Act 
Review (the Review) focussed on three topics (more detail is set out below): 
 

• The RBNZ’s overarching financial policy objective 
• Depositor protection 
• Governance and monitoring 

 
Your in-principle decisions are aligned with NZI’s recommendations only on the last of 
these issues.  These decisions will not have been announced at the time of your 
meeting. 
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The second consultation document for Phase 2 will be released in mid-June 2019.  
This consultation document will cover: 
 

• in-principle decisions on topics from the first consultation, including the 
RBNZ’s objectives, governance, and regulatory perimeter; and 
 

• the remaining review topics, including prudential regulation and 
supervision, crisis management, macro-prudential policy, the role of the 
RBNZ in climate change, funding and resourcing, and coordination 
arrangements. 

 
The Review team expects to complete policy work on the Review towards the end of 
2019 and then report to you, with legislative drafting taking place over 2020. 
 
The RBNZ’s overarching financial policy objective 
 
NZI favoured the existing Act’s ‘soundness and efficiency of the financial system’ 
objective.  The submission proposed, however, clarifying that ‘efficiency’ should refer to 
economic efficiency and that soundness be made subservient to economic efficiency.  
NZI did not favour an objective that could be interpreted as attempting to dampen the 
economic cycle. 
 
The Review’s first round consultation document noted that efficiency is not an 
overarching objective for the RBNZ’s actual financial policy functions, and that an 
efficiency objective may serve as a counterweight to a soundness objective.   
 
Depositor protection 
 
NZI’s submission was somewhat ambiguous on deposit insurance.  On one hand the 
submission stated that the Review had not made a sufficient case to support further 
work on depositor protection, citing academic work questioning the merits of deposit 
insurance and critiquing the IMF’s supportive view of deposit insurance.  On the other 
hand, the submission was not arguing that no case for deposit insurance can be made, 
and explicitly expressed ‘no opinion on that matter’.  The general flavour of the 
submission, however, was one of scepticism of the merits of deposit insurance.   
 
The Review team has reached the conclusion that the moral hazard risk of deposit 
insurance can be effectively managed and mitigated, and that a well-designed deposit 
insurance scheme would make the banking system more stable and resilient. This is 
particularly so because a well-designed insurance scheme will add to the credibility and 
viability of the bank failure management regime and address the implicit government 
guarantee (and the moral hazard that goes with it) that exists in its absence. 
 
RBNZ governance and monitoring 
 
The largest section of the NZI’s submission was focussed on RBNZ governance and 
monitoring.  NZI is critical of the existing single decision-maker model and is strongly 
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supportive of moving to a standard governance board model where an appropriately-
skilled board is conferred with the RBNZ’s functions and powers and delegates as 
appropriate to the governor, whom the board then holds accountable.  NZI did not 
support the formation of a separate financial policy committee.  NZI’s position is 
consistent with your in-principle decisions on moving to a governance board model. 
 
NZI, however, noted the shortcomings of government departments in performing an 
external monitoring role and recommended that the Productivity Commission be tasked 
with monitoring the RBNZ.  The Review team is confident that past shortcomings with a 
departmental monitor approach can be addressed through better specification of the 
monitoring role, possibly with an explicit agreement with the Minister on a department’s 
monitoring responsibilities and approach. 
 
Bank capital 
 
The RBNZ is reviewing the regulatory capital requirements for locally incorporated 
banks (the Capital Review).  Its proposals include: 
 

• Increasing the minimum level of regulatory capital for domestic systemically 
important banks from 8.5 percent to 16 percent of risk-weighted assets over a 
five-year transition period. 
 

• Requiring the increase in tier 1 capital requirements to be met only by ‘common 
equity tier 1’ (CET1) capital, the highest quality (and most expensive) form of 
capital. Banks would not be able to use cheaper contingent convertible debt 
(known as ‘CoCos’) to meet tier 1 (or tier 2) capital requirements.1 

 
Public submissions have now closed.  The RBNZ will publish a summary of 
submissions later in June 2019 and will continue to engage with stakeholders. The 
RBNZ has also appointed three experts to independently review its analysis and advice 
underpinning its proposals.  It intends to release the final decisions on the Capital 
Review by the end of November 2019, with implementation of any new rules starting 
from April 2020. 
 
NZI made the following submissions on the Capital Review: 
 

• In advancing the bank capital proposal, the RBNZ has misdirected itself in 
relation to its statutory objectives.  The “risk appetite framework” supporting the 
bank capital proposals proceeds on the mistaken assumption that the bank’s 
statutory objective is soundness first, and efficiency second.  The RBNZ would 
be acting unlawfully if it implemented its bank capital proposals on the basis of 
the decision-making framework it has adopted. 

 
• Borrowers, depositors and participants in the wider economy are likely to be 

harmed if the bank capital proposal is implemented.  Given the potential costs, 
                                                
1 Contingent convertible debt is convertible into equity if a pre-specified trigger event occurs (e.g. when a 
bank’s financial position falls below certain prescribed limits). 
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the RBNZ should not be proposing this change of regulatory policy without first 
undertaking a full cost-benefit analysis.  Its omission to do this is inconsistent 
with good regulatory practice and liable to judicial review. 
 

• The RBNZ’s proposals on bank capital requirements cut across Phase 2 of the 
Reserve Bank Act Review. The Capital Review consultation process should be 
suspended until after Phase 2 has been completed and decisions made in 
response to it.   

 
Dr Hartwich is likely to take the opportunity to repeat the Initiative’s recent public 
suggestion that you request the RBNZ Governor to defer any decision on the capital 
proposals until after Phase 2 of the Reserve Bank Act Review has concluded.   
 
Bank Conduct and Culture Review 
 
The RBNZ and FMA initiated the Bank Conduct and Culture review in May 2018 and 
reported on findings for banks in November 2018.  The overall objective was to 
understand whether there were widespread conduct and culture issues present in New 
Zealand banks, and to understand how banks identify and remediate issues.  While the 
review did not find widespread conduct and culture issues, it highlighted failings in how 
conduct risk is managed.  
 
The 11 banks that took part in the review received individual feedback letters and were 
requested to provide the RBNZ and FMA with action plans to address general 
recommendations and findings, along with individual issues identified.  Banks provided 
action plans by 31 March.  The RBNZ and FMA plan to release a media statement on 
banks general responses and sales incentives in late June/early July. 
 
Following the findings of the Bank Conduct and Culture Review, MBIE has consulted 
on how to better regulate the conduct of financial institutions via an options paper. 
Options proposed in the paper include overarching duties on institutions (such as 
considering the customer’s interests), restrictions on non-monetary soft commissions, 
stronger penalties and enforcement, and executive accountability.  Consultation ended 
on 7 June 2019. The Minister of Commerce and Consumer Affairs plans to take policy 
proposals to Cabinet later in 2019. 
 
Comments re Treasury 
 
Finally, we note that NZI has been critical of the Treasury in its recent publications.  Its 
Chief Economist, Dr Eric Crampton, has stated that Treasury’s core role as the 
government’s lead economic advisor has been put at risk and there has been a 
substantial erosion of Treasury’s competence. His view is that Treasury does not have 
sufficient staff with economics or finance backgrounds 
 
Susan Ivory, Senior Analyst, Financial Markets, +
Robbie Taylor, Team Leader, Financial Markets, +

s9(2)(k)
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Dr Oliver Hartwich, Executive Director, The New Zealand Initiative 
 

Dr Hartwich is the Executive Director of NZI.  Before joining the 
Initiative, he was a Research Fellow at the Centre for Independent 
Studies in Sydney, the Chief Economist at Policy Exchange in 
London, and an advisor in the UK House of Lords. Dr Hartwich 
holds a Master’s degree in Economics and Business 
administration and a PhD in Law from Bochum University in 
Germany. 
 

 
 
Suggested talking points 

Capital Review 
• The RBNZ is operationally independent in setting bank capital levels.  

• The RBNZ is considering all submissions on the Capital Review before making its 
final decision.   

• The RBNZ expects to release a final decision by the end of November 2019. 
 
Phase 2 of the Review of the RBNZ Act 
• I expect to publicly confirm the direction of travel for depositor protection, 

supervision and enforcement, and prudential regulation later in June. 

• I encourage you to submit on the second round of consultation for Phase 2. 

• To what extent should a government legitimately seek to influence the RBNZ’s 
prudential regulatory settings to achieve strategic policy objectives around 
matters such as bank resolution and recapitalisation strategies, or developing NZ 
capital market depth? 

• RBNZ objectives – Do you have any thoughts on how an efficiency objective 
could be made use of as a secondary objective (for example, minimising the 
regulatory burden on firms and using regulatory resources cost-effectively in the 
pursuit of financial stability)? 

• Deposit insurance – The Review team researched the topic widely, including 
many of the academic works that the NZI cited in its submission, and internally 
debated the matter vigorously.  

• Governance – Do you have thoughts on both the skills that you think would be 
required on a RBNZ governance board and possible processes for identifying 
suitable candidate? 
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Reference: T2019/2192 SH-11-4-3-1 (Banks) 
 
 
Date: 23 July 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 

Associate Minister of Finance (Hon James Shaw) 
 
 
Deadline: 25 July 2019 
(if any) 
 
 
Aide Memoire: Meetings with Citi on 25 July 2019 

The Minister of Finance (Hon Grant Robertson) and the Associate Minister of Finance (Hon 
James Shaw) are meeting with representatives from Citi in two separate meetings on 25 
July 2019. Citi is meeting with Hon Grant Robertson at 4:00pm and then Hon James Shaw 
at 4:30pm.  
 
We have been advised that these are primarily relationship meetings, but that Citi wants to 
update you on: 

• the work Citi is doing with several New Zealand government departments; 
• Citi’s perspective on key trends in global finance; and 
• Citi’s global environmental initiatives. 

 
Derek Syme (CEO of Citi New Zealand) and Julie Monaco (Global Head of Citi’s Public 
Sector Group) are attending these meetings from Citi. We have included short biographies 
of these attendees in the first appendix to this briefing.  

The Treasury has been asked to provide you with background information for these 
meetings, including on the specific topics Citi wishes to discuss, global economic trends, 
New Zealand banking issues, and an update on the work being undertaken relating to the 
Task Force on Climate-related Financial Disclosures and International Integrated Reporting 
Council.  We have included a brief list of suggested talking points in the third appendix to 
this briefing.  
 
Background on Citi 

Citi is the trading name for Citigroup, which is an American multinational investment bank 
and financial services corporation headquartered in New York City. Citigroup operates in 
over 160 countries and has over 200,000 employees, with total assets of about US$2 trillion 
and net income of about US$18 billion (2018). 
 
Citi has provided financial services in New Z ealand since 1974. Its New Zealand operations 
are based in Auckland. Citi focusses on providing the following corporate and investment 
banking services in New Zealand: (i) investment and corporate banking, including mergers 
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& acquisitions and capital markets services; (ii) treasury and trade solutions, including cash 
management and foreign currency services; and (iii) securities and fund services, including 
custodial services. Citi does not have a focus on providing consumer or retail services in 
New Zealand. 
 
Topics Citi wants to update you on 

The work Citi is doing with New Zealand government departments 

Citi provides commercial services for several New Zealand government departments and 
agencies. This is primarily in the areas of global payments, foreign exchange, credit cards, 
and bond issuance. Examples of this include: 
 

 

 

 
• New Zealand Debt Management: Citi has been a Joint Lead Manager on several 

New Zealand Government Bond (NZGB) syndications for the Treasury’s Debt 
Management function . 

 
Citi is on the All-of-Government panel of banking services providers to provide foreign 
exchange services and card services to the Government. 
 
Key trends in global finance: Next Generation of Digitisation of Government Services 

Citi wants to update Ministers on key trends in global finance, specifically the next 
generation of digitisation of government services.  
 

s9(2)(b)(ii) and s9(2)(ba)(i)  

s9(2)(b)(ii) and s9(2)(ba)(i)  

s9(2)(b)(ii) and s9(2)(ba)(i)  

s9(2)(b)(ii) and s9(2)(ba)(i)  

s9(2)(b)(ii) and s9(2)(ba)(i)  
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Citi estimates that digitisation of government services could lead to US$100bn of 
incremental tax collection and US$200bn of savings in the USA alone. Some of the key 
areas relevant to government are digital identity solutions, biometrics, regulatory tech, 
government procurement platforms, electronic payments (across a range of channels), and 
distributed ledgers. 
 
Citi advises that it has been particularly engaged in promoting tech for anti-corruption 
purposes with the “Tech for Integrity Challenge” platform launched in 2017 and 
subsequently transferred to the World Economic Forum’s Partnering Against Corruption 
Initiative. Citi also advises that its Public Sector team has remained active in promoting 
technologies for enhanced transparency and security by informing clients about innovative 
solutions, raising these themes in diverse forums (including Davos), and continuing to 
investigate potential investments in promising start-ups and firms. 
 
Citi’s global environmental initiatives 

Environmental, Social and Governance and “green” bonds 

Citi wants to update Ministers on Citi’s initiates relating to Environmental, Social and 
Governance (ESG) and in particular “green” bonds. These are fixed income securities that 
are issued with the funds raised earmarked for projects that aim to produce positive 
sustainable and ethical outcomes (eg, climate change related).   
 
The sustainable securities market is growing rapidly:  

• Globally, Citi anticipates green, social, and sustainable bond issuance to exceed 
US$200bn in 2019 (compared to just US$36bn five years ago). Citi believes that the 
next phase of market development will involve the diversification of sustainable 
instruments beyond bonds and loans.  

• In New Zealand, in 2017, Contact Energy was the first corporate to issue Green 
instruments. It established a world first ‘Green Borrowing Programme’ to fund its 
geothermal and power generation assets. In mid-2018, Auckland City issued a 
NZ$200 million Green Bond to finance electric trains and related infrastructure. In 
Australia, the first Green Bond deal was launched in 2014. There has been an 
estimated US$3.6 billion of cumulative issuance up to 30 June 2018. 

 
Citi advises that it is active in the ESG-linked loan market and is actively innovating new 
products across business lines. Citi recently issued a €1 billion 3-year green bond in 
January 2019. Citi is a founding member of the United States Alliance for Sustainable 
Finance and was among the first US banks to publish a Task Force on Climate-related 
Financial Disclosures Report. Citi also recently supported Chile’s US$1.42 billion 30-year 
debut green note, the first sovereign green bond in Latin America, 
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The Treasury has provided advice to you on the merits of green bonds in the Crown debt 
portfolio previously (refer T2018/3168) and has discussed this advice with Hon James 
Shaw. Green bonds do not currently form part of the New Zealand Debt Management 
funding strategy for the fiscal year ahead. If asked about New Zealand Government 
issuance of green bonds, we suggest that you respond by saying that although they are not 
part of immediate issuance plans, officials are watching developments in the market closely 
and that you suggest discussing developments in the market with the Treasury.2 
 
The Associate Minister of Finance (Hon James Shaw) has requested an update on the 
work being undertaken relating to the Task Force on Climate-related Financial Disclosures  
and International Integrated Reporting Council since it is relevant to ESG and the 
legitimacy/transparency of green bonds. We have included further background on these 
climate-related financial disclosures in the second appendix to this briefing. 
 
Fiscal budget risk mitigation tools – Catastrophe bonds 

Citi wants to update Ministers on Citi’s initiatives relating to catastrophe bonds. Catastrophe 
bonds (also known as cat bonds) are risk-linked securities that transfer a specified set of 
risks to investors. They were created and first used in the mid-1990s. They can provide 
liquidity in the aftermath of a disaster.  
 
Citi has advised it offers “risks solutions” related to cat bonds for issuers, including 
governments, such as shared risk structures, coupon forgiveness, and extension bonds. 
 
Citi underwrote US$33.5bn of catastrophe bonds for corporate and public sector clients 
between 2016 and year-end 2018. Its mandates have included the largest cat bond ever 
US$1.5bn for Everglades Re in the US (for hurricane risks) and US$1.4bn of cat bonds 
benefitting the Pacific Alliance3 (for earthquake risks). 
 
Catastrophe bonds and parametric products could be alternative options for reinsurance for 
the Crown (including the Earthquake Commission (EQC)), or private insurers, when 
considering how best to finance risk. The Crown could also make use of catastrophe bonds 
or parametric products to finance response activities after a substantial natural hazard 
event if this was cost effective to the Crown. The Treasury is working with EQC on its risk 
financing strategy (refer T2019/668). In developing the strategy, the Treasury and EQC are 
considering the Crown’s risk appetite (i.e. the trade-off between reinsurance and self-
insurance via the Natural Disaster Fund) and the value of alternative risk financing 
instruments such as catastrophe bonds. The Treasury, with EQC, is also considering how 
catastrophe bonds could support the affordability or availability of insurance or reinsurance. 
You could suggest that Citi discuss its services relating to cat bonds with EQC. 
 
Global economic trends 

You have asked for background information on global economic trends: 

                                                
2 Senior officials from the Treasury’s Debt Management function are meeting with Citi on Friday 26 July 2019. 
3 The Pacific Alliance trade bloc is made up of Chile, Colombia, Mexico, and Peru. The issuance of these cat bonds were 

facilitated by World Bank.  
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• Overall, data for the June quarter suggests global growth has eased further. 

However, shifting perceptions about central bank monetary policies, particularly the 
US Federal Reserve’s “dovish tilt”, or growing bias towards rate cuts, has supported 
equity market sentiment. At the same time, the prospect of lower future interest 
rates has driven long-term global bond yields to new lows. 
 

• In the euro area, the central bank sent a strong message that it was not prepared to 
accept inflation settling significantly below its 2% target. If incoming data does not 
improve, the central bank will consider policy rate cuts and other measures to 
support activity. In Germany, 10-year bond yields have become negative, meaning 
investors will lose money if they hold the bonds to maturity. 
 

• In the US, the Federal Reserve altered its guidance from being “patient” to one that 
emphasised the uncertainties about the outlook for growth and inflation. The Fed’s 
economic projections showed that eight of its decision-making committee members 
considered that one or more cuts are needed before the end of the year. 
 

• Growth in New Zealand’s major Asian trading partners, excluding Japan, has 
moderated over the past year. This has been particularly evident in trade-exposed 
sectors such as manufacturing and the more trade-oriented economies in Asia. 
Export orders data suggests that trade growth could remain subdued in the near 
term. 
 

• Recent data in China shows that growth in industrial production, retail trade, and 
fixed asset investment has stabilised. Measures to support activity in China have 
continued over the past month, most notably with changes to the treatment of local 
government special bonds. 

 
New Zealand banking issues 

You have also asked for background on New Zealand banking issues. Many of the current 
banking issues will have limited applicability to Citi given it does not have a focus on 
providing consumer or retail services in New Zealand. The Review of the Reserve Bank of 
New Zealand Act 1989 (Reserve Bank Act) is most relevant to Citi. 
 
Reserve Bank Act review 

A review team resourced by the Treasury and the Reserve Bank is conducting a review of 
the Reserve Bank Act. Phase 1 of the review is now complete.   Phase 2 is currently 
underway and is a wide-ranging review of the Reserve Bank’s financial stability role and 
broader governance arrangements 
 
The first round of consultation for Phase 2 was released in November 2018 (it has now 
closed). It sought views on a range of topics, including the overarching objectives of the 
Reserve Bank, the Reserve Bank’s governance and decision making arrangements, the 
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case for and against separation of prudential supervision from the Reserve Bank, the case 
for and against depositor protection, and the perimeter for prudential regulation. 
 
Citi did not make a submission on the first round of consultation. However, it is a member of 
the New Zealand Bankers Association (NZBA) who did make a submission. In its 
submission, NZBA reiterated its and its members’ strong support for a broad and 
comprehensive review of the Reserve Bank Act. NZBA supports a focus on financial 
stability and current governance and accountability settings to ensure these arrangements 
remain appropriate and relevant for New Zealand today.  
 
The second round of consultation for Phase 2 was released in June 2019. It is in two parts: 
 

1. Follow-up consultation on in-principle decisions and additional details of the topics 
covered in the first round of consultation; and  

2. Consultation on the Reserve Bank’s role in financial policy, including its tools, 
powers, and approach (eg, prudential tools and powers, macro-prudential policy, 
supervision and enforcement, balance sheet functions, crisis management, and 
coordination with other government agencies, and funding). 

 
A third and final consultation will take place later in 2019 before final recommendations on 
remaining issues are delivered to you. It is intended that all rounds of consultation are 
completed by the end of 2019 with decisions on any legislative changes made in 2020. 
 
Culture and conduct  

The Bank Conduct and Culture Review undertaken by the Reserve Bank and the Financial 
Markets Authority identified general failings in how banks manage conduct risk. However, 
banks with wholesale operations only, and banks with small retail operations, were 
excluded from this review. Citi was not included in the review as it does not have a focus on 
providing consumer or retail services in New Zealand. 
 
The Ministry of Business, Innovation and Employment released an options paper in April 
2019 in relation to the conduct of financial institutions, which covers issues such as 
weaknesses in the governance and management of conduct risk, poor value products, 
prioritisation of sales over customer outcomes, and conflicted remuneration. However, any 
legislative changes are expected to focus on retail and consumer customers. Therefore, 
these changes will have limited impact on Citi given it does not have a focus on providing 
consumer or retail services in New Zealand. 
 
Regional banking 

A consortium of six banks has proposed trialling two regional banking hubs to improve 
access to banking services in the regions. However, issues relating to access to regional 
banking services in the regions will have limited applicability to Citi given it does not have a 
focus on providing consumer or retail services in New Zealand. 
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Regulatory capital requirements  

The Reserve Bank is reviewing the regulatory capital requirements for locally incorporated 
banks. However, as Citi operates as a branch of an overseas-incorporated bank, and is not 
incorporated in New Zealand, the requirements under review do not apply to Citi.  
 
 
 
 
 
Daniel Jury, Senior Analyst, Financial Markets, +  
Robbie Taylor, Team Leader, Financial Markets, +
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Appendix One: Short biographies of Citi attendees 

 

  
 

Derek Syme is the CEO of Citi New 
Zealand. 

 
Mr Syme joined Citi in 1994. He is 
responsible for all Citi businesses in New 
Zealand. Mr Syme’s previous roles at Citi 
included being Head of Global 
Transaction Services for Australia and 
New Zealand, Head of the New Zealand 
Corporate Bank, Head of Agribusiness 
and Forestry for Citi Australia and New 
Zealand, and Head of Relationship 
Management and Sales for Global 
Transaction Services in Australia. 
 
Prior to joining Citi, Mr Syme worked for 
Westpac New Zealand for five years. 
 
Mr Syme was appointed to the Board of 
American Chamber of Commerce New 
Zealand in September 2011 and was 
appointed as President of American 
Chamber of Commerce New Zealand in 
May 2014. 
 

 
Julie Monaco is the Global Head of Citi’s 

Public Sector Group. 
 
Ms Monaco joined Citi in 2007. She leads 
the banking coverage team that is 
responsible for providing a full range of 
financial services (transaction banking, 
capital markets, advisory, sales, and 
trading) to public sector clients globally. 
Ms Monaco’s previous role at Citi was 
head of Citi’s Transaction Services 
business in North America. 
 
Prior to joining Citi, Ms Monaco spent six 
years at JPMorgan Chase in leadership 
roles in its cash, trade finance, cards and 
transaction services-related FX 
businesses. She worked at Deutsche 
Bank and Bankers Trust in cash 
management and trade finance.  
 
Ms Monaco was named, in 2017, to the 
American Banker’s list of “25 Most 
Powerful Women in Banking and Finance” 
for the eighth year. She also was 
recognized by Treasury & Risk magazine  

as one of the “100 Most Influential People in Finance” in 2010 and was honoured by 
the YWCA-New York City Academy of Women Leaders for her professionalism and 
community service. She has served as the Co-Chair of the World Bank’s Global 
Infrastructure Facility and was also the Co-Chair for the World Economic Forum in 
2016/2017. 
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Appendix Two: Climate-related financial disclosures 

In Low-emissions Economy, the Productivity Commission recommended (R7.4) that “the 
Government should implement mandatory (on a comply-or-explain basis), principles-based, 
climate-related financial disclosures...” 
 
R7.4 was underpinned by the idea that financial markets cannot allocate resources in an 
efficient and profitable manner when material risks about the impact that climate change 
has on the company’s financial position and financial performance are unknown. 
 
The Government’s response states that the Government has “agreed to investigate” R7.4. 
Consistent with this, Ministry of Business, Innovation and Employment (MBIE) and the 
Ministry for the Environment intend to recommend to the relevant ministers that they seek 
Cabinet approval to release a discussion document. This document is currently being 
prepared. However, no announcements have been made about this work, given that the 
Government’s response to Low-emissions Economy has not yet been publicly released. 
 
Bearing in mind that MBIE’s draft discussion document is a work-in-progress and has not 
been agreed to by other government agencies, MBIE has advised us that they consider that 
three key questions need to be addressed around a possible disclosure regime, as 
recommended by the Productivity Commission – what, who and when. These issues are 
outlined below. 
 
What 

The Task Force on Climate-related Financial Disclosures (TCFD) published a report in June 
2017 recommending 11 sets of disclosures, grouped into four categories that reflect the 
way that entities organise themselves: governance, strategy, risk management, and metrics 
and targets. The TCFD also recommended scenario analysis. 
 
There is an international consensus that the TCFD recommendations are regarded as best 
practice in the area of climate-related disclosures. Subject to agreement by other interested 
departments, the work-in-progress discussion document states that the TCFD framework 
would represent the ‘comply’ element of a possible mandatory (comply-or-explain) regime. 
 
It also states that reporting in accordance with other TCFD-compatible non-financial 
reporting frameworks would comply. This is a forward-looking proposal. The International 
Integrated Reporting Council is currently leading a “Corporate Reporting Dialogue” project, 
which is due to be completed in late-2020. The aim of the project is to align Integrated 
Reporting,4 three leading sustainability reporting frameworks and one other climate-related 
reporting framework5 with the TCFD recommendations. 

                                                
4 An integrated report provides information about how an organisation's strategy, governance, performance and prospects, 
in the context of its external environment, lead to the creation of value in the short, medium and long term. It is founded on the 
idea that an entity can best tell its value creation story in terms of six capitals – financial, manufactured, intellectual, human, 
social relationship and natural capital. 
5 These are the frameworks published by the CDP (formerly called the Climate Disclosure Project), Global Reporting Initiative, 
Sustainability Accounting Standards Board and the Climate Disclosure Standards Board. 
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As to the ‘explain’ part of comply-or-explain, MBIE’s current view is that non-disclosure 
would only be allowable on the basis of a preparer’s analysed and reported conclusion that 
they see themselves as not being materially affected by climate change, with an 
explanation as to why. 
 
Who 

The Productivity Commission did not make recommendations about which classes of entity 
that the disclosure regime should apply to. MBIE has been drafting the discussion 
document on the basis that it would apply to the classes of entity identified by the TCFD: 
listed issuers, banks, insurers, asset owners and asset managers that are large. Careful 
thought will be needed about what ‘large’ means in the context of the New Zealand 
economy. 
 
When 

The discussion document will need to discuss what an ambitious but realistic transition for 
any mandatory (comply-or-explain) disclosure system would look like.  
 
It is already clear to MBIE officials that it will take some time for reporting entities which 
have not been thinking about the impact that climate change has on their businesses to 
start producing high quality disclosures. Ernst & Young has published what it calls an 
“optimistic” three year timeline for TCFD implementation. This timeline is influencing MBIE’s 
thinking on this issue. 
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Appendix Three: Suggested talking points 

Green bonds 

• Although green bonds are not part of the Government’s immediate issuance plans, 
officials are watching developments in the market closely and I suggest discussing 
developments in the market with the Treasury. 
 

Catastrophe bonds 

• Does Citi have any thoughts on how governments can best use catastrophe bonds to 
manage risk?  
 

• Are there particular design features of catastrophe bonds that Citi considers necessary 
in order to ensure that they are attractive to investors? 
 

• Do you have any views on the likely demand for New Zealand catastrophe bonds if they 
were issued by the New Zealand Government?  
 

• I suggest that you discuss Citi’s catastrophe bond services with EQC. 
 
Climate-related financial disclosures 

• The Productivity Commission recommended the introduction of a mandatory (comply-
or-explain) climate-related financial disclosure regime. We will release the 
Government’s response to that report in due course. 
 

• What are your views about the Task Force on Climate-related Financial Disclosures’ 
recommendations? Do you consider that the disclosure of climate-related financial risks 
and opportunities should be voluntary, or mandatory? 
 

• What are your views on Integrated Reporting? 
 

Regional banking 

• Like other countries, New Zealand has been experiencing a retreat by retail banks from 
small centres and rural areas. Has Citi had experience internationally with dealing with 
issues relating to access to regional banking services?  
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Reference: T2019/2053  
 
 
Date: 11 July 2019 
 
 
To: Minister of Finance (Hon Grant Robertson) 
 
 
Deadline: 15 July 2019 
 
Aide Memoire: Talking points for the NZ Initiative lunch  

You will be attending a NZ Initiative members’ lunch on 15 July, where you will be 
presenting on the Government’s policy agenda. Following your presentation there will 
be a Q&A session chaired by the NZ Initiative Executive Director, Oliver Hartwich.  
 
The 30 NZ Initiative members attending the lunch come from a diverse range of sectors 
such as banking, law, telecoms and tobacco. 
 
Members may ask you questions on the following topics: the state of the economy; 
governance changes at the Reserve Bank; the capital review; and the Wellbeing 
Budget. Below sets out talking points and background (where the NZ Initiative has 
expressed views) on those topics. 
 
The state of the economy  
 
• The New Zealand economy is currently performing well. GDP grew 0.6% in the 

March quarter and 2.7% over the March year. Unemployment is low at 4.2%. 
Wage and price inflation remains subdued.  

• Elements supporting economic growth include: strong terms of trade, which is 
likely to underpin investment in our major export industries; borrowing costs close 
to historical lows; an expansionary fiscal policy; and greater investment in 
infrastructure to support long-term growth and the wellbeing of New Zealanders.  

• That said there are economic risks to the downside. Trade tensions and slowing 
global growth have led to a weakening in business confidence and firms have 
been delaying investment decisions. The longer these headwinds persist the 
greater the downside risks. 

• Should those risks crystallise, New Zealand’s economic resilience will be 
supported by its strong fiscal position. Indeed, the operating balance remains in 
surplus and net core Crown debt is around 20% of GDP. The Monetary Policy 
Committee (MPC) also noted in its June statement that a lower OCR may be 
needed. 

Review of the Reserve Bank Act  
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• Many of you will be familiar with our work on reviewing and modernising the role 
of the Reserve Bank. The phase one reforms on monetary policy arrangements 
are in place. The phase two consultation papers on prudential matters have been 
published. The two key in-principal decisions announced include: the introduction 
of the depositor protection scheme and a new governance board at the Reserve 
Bank.  

• In line with other developed countries, we are proposing to introduce a deposit 
protection scheme. We have indicated a limit of between $30,000 and $50,000. It 
will be easier (and potentially cheaper) to have a limited protection scheme 
operating before a crisis, rather than feeling forced to introduce a scheme during 
a crisis (as happened in the GFC). The review team is considering the design 
details, including scope, fees and perimeter. 

• We will be setting up a new governance board at the Reserve Bank. The board 
will have statutory authority over all Reserve Bank decisions except those made 
by the MPC. This model is consistent with that used in other Crown entities. In 
our view this will allow for greater expertise, diversity of membership, and clarity 
of focus on the board.  

• [The NZ Initiative Chairman, Roger Partridge, favours the board model. He has 
also recommended using the Productivity Commission as a monitor of financial 
regulation. This is not one of the in-principle decisions. The Treasury will be the 
key external monitor, but the review is considering how this role could be 
strengthened. The Productivity Commission could have a future role. For 
example, it could be asked to do a one-off review of financial regulation]. 

• The published consultation papers raise further questions about the existing 
prudential regime such as the powers available to the Reserve Bank and the 
intensity with which it supervises the financial sector. Recent events suggest the 
current approach is too light-handed; a view recently endorsed by the IMF and 
acknowledged by the Reserve Bank.  

• I encourage everyone who is interested to read the consultation papers and to 
submit responses. 

The Reserve Bank’s capital review 
 
• The Reserve Bank is responsible for the prudential supervision of banks including 

setting their capital requirements. It is consulting on increasing banks’ capital 
requirements and expects to finalise its decision at the end of November 2019. 

• The Reserve Bank is operationally independent in setting these capital 
requirements.  

• Roger Partridge wrote an opinion piece where he posed three “unanswered 
questions on the RBNZ’s capital proposals”. These are set out below with 
proposed responses. 

Do the benefits of the capital requirement proposals exceed the costs?  

• Our expectation is that the Reserve Bank will publish a robust cost-benefit 
analysis around any modified proposals before making final policy decisions 
(which take into account feedback received as part of the consultation). 
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• The Reserve Bank has commissioned three external experts to independently 
review its analysis and advice underpinning the capital review proposals. 

Has the Reserve Bank been consulting with an open mind? 
 
• The Reserve Bank is continuing its stakeholder outreach programme. This 

includes conducting focus groups to understand the public’s risk appetite, 
engaging with iwi, the social sector, industry groups, financial institutions, and 
investors. 

• I have urged all interested participants to listen to, and work with, each other 
constructively as this work is carried out. 

Does the Reserve Bank properly understand its statutory objectives (i.e. is there 
too much focus on soundness and not enough on efficiency)? 
 
• The aim of the capital review is to strike the right balance between achieving a 

safe and efficient banking system that New Zealanders need and deserve.  

• I expect that the Reserve Bank’s cost-benefit analysis will adequately justify its 
decisions taking safety and efficiency into consideration. 

Members may quiz you further on efficiency given the in-principle decision to 
change the RBNZ’s objective to financial stability. 
 
• The RBNZ is aware of the RBNZ Act Review and the in-principle changes 

announced so far. The in-principle decision is to change the wording of the 
objectives (financial stability instead of ‘soundness and efficiency’), but as the 
consultation paper says, efficiency and regulatory burden are likely to remain 
considerations for the Reserve Bank.  Decisions about the capital review are a 
matter for the RBNZ. I expect that the RBNZ is factoring the review into its 
thinking. 

The Wellbeing Budget 
 
• This Government is committed to putting the wellbeing of current and future 

generations of New Zealanders at the heart of everything we do. Budget 2019 
shows a Government with a wider vision where success is measured by progress 
towards a sustainable, productive and inclusive economy, environment and 
society. 

• The Wellbeing Budget is about tackling New Zealand’s long-term challenges. We 
know that traditional ways of working cannot meaningfully address a range of 
complex issues facing this country, such as climate change, child poverty, and 
inequality. Making the best choices for current and future generations requires 
looking beyond economic growth to consider social, environmental, and 
economic implications together. 

 
Tamiko Bayliss, Prinicpal Advisor, Macroeconomic and Fiscal Policy, 
Renee Philip, Manager, Macroeconomic and Fiscal Policy, 
 

s9(2)(k)

s9(2)(k)
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