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Context 
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• Australian Royal Commission into Misconduct in the Banking, 
Superannuation and Financial Services Industry 2018 

• The Bank Conduct and Culture Review 2018 found issues 
related to systems and process weaknesses

• The Life Insurer Conduct and Culture Review 2019 found 
extensive weaknesses within the life insurance sector 

• We asked fire and general insurers to review their businesses 
to make sure no material conduct issues existed.

Presenter
Presentation Notes
The Australian Royal Commission into Misconduct in the Banking, Superannuation and Financial Services Industry in 2018 prompted the FMA and RBNZ to take a closer look at the conduct of banks and insurers in New Zealand. In 2018 the FMA and RBNZ published the Bank Conduct and Culture Review. We were concerned about banks’ lack of proactivity in identifying and remediating conduct issues and risks in their business. More broadly, we identified weaknesses in the governance and management of conduct risksIn 2019 the FMA and RBNZ published the Life Insurer Conduct and Culture review, which identified extensive weaknesses within the life insurance sector.  These included weaknesses in governance and accountability for conduct and culture, oversight of advisers who sell products, product design, training and support, policies and processes, identification and remediation of issues, and incentives.The review included a directive for all insurers to actively consider conduct risk within their business. It asked insurers to assess their conduct and culture governance frameworks, and consider and act on all relevant recommendations within the report.
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What we asked insurers to do  
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Develop an action plan to 
address any issues.

Meet FMA’s expectations 
on incentives and 

commissions.

Complete gap analyses 
against the ARC report and 

FMA’s Conduct Guide.

Review products and 
policies.  

Presenter
Presentation Notes
In February 2019 we wrote to all non-life insurers setting out our expectations, we also undertook extensive market engagement with Directors, CEO’s and C-suite executives highlighting our concerns and expectations. Develop an action plan to address any issues in their business arising from the recommendations in the conduct and culture report. Explain how they will meet the FMA’s expectations regarding incentives and commissions. Complete gap analyses against the Australian Royal Commission’s  final report and the FMA’s 2017 Conduct Guide. Undertake a systematic review of products and policy-holder portfolios.
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Findings 

4

Presenter
Presentation Notes
Responses were well below our expectations.The majority of insurers did not complete their reviews to an appropriate standard. The level of conduct maturity was low, with some insurers demonstrating that they did not see conduct and culture as relevant to their organisation.
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Key observations
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• Product and policy-holder review processes 
need to be improved.

• Insurers need a clearer line of sight on 
commissions, including if they are fair and 
reasonable to the customer and understood 
by customers.

• Insurers should have greater oversight of how 
intermediaries are selling and managing their 
products. 

• Boards must support a culture that promotes 
good conduct.  

• Remediation should be prompt and address 
the root cause of issues.

Presenter
Presentation Notes
Product and policy-holder review processes need to be improved. Insurers need to have a clearer line of sight on commissions, including whether they are fair and reasonable to customers, and understood by customers. Insurers should have greater oversight of how intermediaries are selling and managing their products. Many boards are yet to support the development of an organisational culture that promotes good conduct, rebalances shareholder and customer interests, and yet to set an appropriate conduct risk appetite.Not enough has been done to ensure remediation activity is completed promptly and addresses the root cause of issues. 



“The vast majority of fire and general 
insurers need to do much more work to 
meet our expectations and prepare for the 
new regime.”

Presenter
Presentation Notes
With the introduction of a new conduct licensing regime, insurers need to give more attention to how they are identifying, managing and mitigating conduct risks within their business. 
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Next steps 

We have written to review participants and asked providers to 
complete any missing work.

We are meeting with industry bodies and stakeholders to advise 
them of our findings.

Our findings were released on Thursday, 22 July.  

Presenter
Presentation Notes
In determining the findings for each insurer we used the same methodology as for the Banking and also the Life Insurer C&C thematic studies. Each insurer will have received a letter detailing where their focus areas need to be – we looked across five broad areas, also reviewing the maturity and comprehensiveness of the responses. The FMA has offered the sector an opportunity for running expectations forums. 



Thank you.
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