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 Are there other impacts that are not identified – such as 
unintended consequences or impacts on particular business 
models? 
There are circumstances where the duty on the product manufacturer 
may not be appropriate e.g. where the products are made available on a 
wrap platform through an adviser but the individual identity and 
characteristics of the end-client are not visible to the product 
manufacturer.   

 Are there other options that should be considered? 
No.  

 Do you have any estimates of the size of the costs and benefits of 
the options? 
Any estimate of the size of the costs and benefits will be influenced by 
the approach taken e.g. whether both advised and non-advised sales 
are included and how far the duty extends where there is no direct 
nexus between the product manufacturer and the end-client. 
 

Option 1 – A duty to design remuneration and incentives in a manner that is 
likely to promote good customer outcomes. 

 Do you agree with the pros and cons of the options? 
We agree with the pros and cons of this option and recognise that poor 
client outcomes can increase when remuneration and incentives are 
highly focussed on sales performance and lack appropriate controls. 

 Are there other impacts that are not identified – such as 
unintended consequences or impacts on particular business 
models? 
Whilst MBIE has identified that this option may create uncertainty for 
financial institutions that they are compliant with the duty, we recognise 
that the onus is on the institution to demonstrate how the design of their 
incentives delivers good client outcomes. 

This option also provides scope for financial institutions to design and 
implement remuneration and incentive arrangements, with robust and 
proportionate controls, that are best suited to their business model and 
the objective of good client outcomes. 

Are there other options that should be considered? 
No.  

 Do you have any estimates of the size of the costs and benefits of 
the options? 
The cost of reviewing and re-designing remuneration structures with a 
stronger client-outcome perspective could be significant where, for 
example, variations to individual employment contracts are required. 
 

Option 2 – Ban target-based remuneration and incentives, including soft 
commission (applies to both in-house and to intermediaries). 

 Do you agree with the pros and cons of the options? 
We agree with the pros and cons of this Option. 

However, we believe that there are circumstances where target-based 
remuneration or incentives, with strong controls, may be an appropriate 
means to communicate to staff that a sale can be a good outcome. 
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By contrast and as stated earlier in our submission, we believe that the risk of 
poor client outcomes is very low in the regulated sector comprised of licensed 
managed investment scheme (MIS) managers (excluding banks and insurers). 

The substantive parts of the business and the products of such MIS managers 
are: 

 subject to licensing and oversight by Financial Markets Authority; 
 closely monitored at an entity and product level by licensed 

supervisors; 
 subject to initial regulatory review and on-going oversight and reporting 

in respect of their products; and 
 their limited range of more vanilla products are typically sold on an 

advised basis. 

Accordingly, we are of the view that conduct regulation within the licensed MIS 
sector (excluding banks and insurers) can best be achieved through the 
existing MIS regulatory and supervisory framework, currently overseen by FMA  

An additional licence would be duplicative  costly and would not materially 
reduce the already low residual conduct risk in the licensed MIS sector 
(excluding banks and insurers). 

 Do you agree with the pros and cons of the options? 
We believe that there is no compelling evidence that there is 
misconduct in the licensed MIS sector (excluding banks and insurers) to 
any level of materiality sufficient to warrant the imposition of a further 
licence. 

 Are there other impacts that are not identified e.g. do the proposed 
overarching duties conflict with existing regulation that applies to 
other financial institutions? 
We agree with the observation that obtaining an additional licence 
would impose disproportionate regulatory costs on certain financial 
institutions, such a licensed managers of managed investment schemes 
(excluding banks and insurers). 

 Are there other options that should be considered? 
As discussed above, we support conduct regulation of all financial 
institutions but believe that the existing regulatory and supervisory 
framework for licensed managed investment scheme (MIS) managers 
(excluding banks and insurers) provides a robust, cost-effective and 
proportionate approach to achieving universal conduct regulation. 

 Do you have any estimates of the size of the costs and benefits of 
these options? 
We believe that the cost of utilising the existing regulatory and 
supervisory framework for licensed managed investment scheme (MIS) 
managers (excluding banks and insurers) and a separate licence for 
banks and insurers is a cost-effective way of achieving universal 
conduct coverage within financial institutions and is proportionate to the 
level of risk. 

 Which options do you prefer and why? 
We prefer Option 2 (Apply to all financial services providers that offer 
similar services to banks and insurers), subject to the existing MIS 
regulatory and supervisory framework being the most appropriate 
conduct regulation mechanism for licensed managed investment 
scheme (MIS) managers (excluding banks and insurers). 

 

 






