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Enabling KiwiSaver investment in private assets 
 
The Financial Services Federation (FSF) is grateful to the Ministry of Business, Innovation and 
Employment (MBIE) for the opportunity to comment on the discussion document: Enabling 
KiwiSaver investment in private assets. 
 
By way of background, the FSF is the non-profit industry association representing specialist 
lenders operating in Aotearoa New Zealand, with a collective customer base of over 1.7 
million consumers and businesses. A list of our current members is attached at Appendix A. 
 
FSF members provide crucial competition to traditional banks through innovation, agility, 
and the ability to be closer to their customers. Members include finance, leasing and credit-
related insurance providers, several credit unions and building societies, fintech firms, and 
the finance arms of global motor vehicle brands.  
 
FSF members prioritise compliance, support consumer protection enforcement, and 
advocate for balanced regulations that ensure New Zealanders can access responsibly 
provided credit. Data relating to the extent to which FSF members (excluding Affiliate 
members) contribute to New Zealand consumers, society and business is attached as 
Appendix B. 
 
The FSF has welcomed the Commerce Commission’s market study and the select committee 
enquiry into competition in New Zealand’s traditional banking market for both consumers 
and businesses. FSF’s specialist lending members provide opportunities for this much-
needed competition. This includes providing specialist finance options to small and medium 
size businesses using the asset being purchased as the means to secure the loan (as opposed 
to taking a mortgage over the family home).   
 
Specialist lenders also support consumers with innovative products in areas such as housing 
lending, motor vehicle lending, point of sale finance, and so on. The specialist lending sector 
exists largely because there are sectors of our community and society that are not able to be 
as well served by the registered banks.   
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However, they are hamstrung in their ability to do this at scale by limitations in access to 
funding lines to finance their loan books. FSF members fund themselves in one or more of 
the following ways: 
 

• By taking deposits from the public – i.e. by being a Non-Bank Deposit Taker (NBDT). 

• Parent company funding – i.e. funding emanating from a global parent which is the case 
for many of the FSF’s members operating a global brand. 

• Shareholders’ funding. 

• Securitisation vehicles – where parcels of loans are “warehoused” and sold to investors. 

• Wholesale funding lines provided by the major banks. 
 
There are limitations to all of these funding methods and also some significant 
disadvantages to the specialist lender as a result of their having to rely on such means of 
raising capital. 
 
For example, being an NBDT comes at a significant compliance cost to be able to be licensed 
to take funds from the public. An NBDT has to be licensed by the Reserve Bank who is also 
the supervisor of the NBDT’s prudential capital and liquidity requirements. They have also to 
hold a license from the Financial Markets Authority with respect to their conduct 
programme. And they will be required to start paying a levy to the Depositor Compensation 
Scheme to provide insurance to their depositors under the Deposit Takers Act 2023. 
 
As an alternative to the compliance costs associated with being an NBDT, many specialist 
lenders seek wholesale funding lines from one or other of the large banks. The major 
disadvantage to this funding method is that the banks are motivated by making a profit on 
this form of lending which means that the specialist lender is not able to compete with the 
banks when it comes to pricing. 
 
Lack of access to capital to provide for growth is a major inhibitor to specialist lenders being 
able to scale up to provide the necessary funding to consumers and businesses for them to 
be able to grow and thrive. With a strong government agenda for increased growth and 
productivity in the New Zealand economy, the time is right for specialist lenders to step up 
and provide the capital to fuel this – if only they had access to the capital required to be able 
to do so. 
 
It is on this basis that the FSF will be responding to the discussion document. The FSF does 
not represent any KiwiSaver providers amongst its membership, so it is not appropriate for 
us to comment or answer any questions from their perspective. 
 
Obviously, the FSF is very supportive of the proposal to allow KiwiSaver providers to invest 
some of their funds into private assets from the perspective of this hopefully providing an 
alternative capital stream to fund their lending activities. We believe that this will allow for 
more investment in New Zealand for New Zealand purposes. 
 
However, we are also supportive of the proposal from the perspective of allowing fund 
managers greater diversity in the way in which they invest KiwiSaver money for their 



investors. Ultimately the money in New Zealand KiwiSaver schemes belongs to New Zealand 
investors.  
 
We would caveat the above however with the proviso that greater diversity can come with 
more risk and there is a need for more investors to understand the need for sound financial 
advice to ensure they are investing according to their personal risk profile and timeframe 
until the funds are required. It will be important therefore for the financial advice 
community to upskill themselves appropriately in order to understand the risk and the 
benefits of diversifying their clients into an allocation in private assets. 
 
Overall, however, the FSF welcomes the proposal to allow KiwiSaver funds to invest in 
private assets and can only see upside for investment into New Zealand for growth and 
increased productivity and greater investment choice for KiwiSaver investors. 
 
Thank you again for the opportunity to provide this feedback. Please do not hesitate to 
contact me if you have any questions. 
 

 
 
Lyn McMorran 
EXECUTIVE DIRECTOR 
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