
Finance company collapses have left many mum and dad 
investors thinking a sock under the mattress is the best place 
to keep their hard earned savings safe.  
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Our Reserve Bank Governor recently revealed that 
in 2008 the Bank had to increase production of 
$100 notes because so many frightened savers were 
withdrawing their savings from financial institutions 
and hiding them at home.

ANZ Bank clients who lost money through ING (NZ) 
had access to the Banking Ombudsman’s dispute 
resolution scheme to help them get some of their 
savings back and South Canterbury Finance investors 
had the government guarantee scheme, but many 
thousands of other savers who put their money in 
finance companies had no such help.

In an attempt to restore confidence in the financial 
sector, financial advisers, insurance brokers, finance 
companies, consumer credit providers and other 
financial service providers will soon be regulated 
to a much greater extent than previously.  The 
Financial Service Providers (Registration and Dispute 
Resolution) Act and the Financial Advisers Act will 
shortly come fully into force.  

Financial service providers

Financial service providers will need to be members 
of a dispute resolution scheme approved by the 
Minister of Consumer Affairs (much like the 
Banking Ombudsman).  This means there will be an 
independent and fair process available to resolve 
disputes for consumers and small businesses who 
are dissatisfied with a financial service provider’s 
response to their complaints.  

Financial service providers have several dispute 
resolution schemes to choose from, including the 
Banking Ombudsman’s scheme.

Financial advisers

Amateurs will no longer just claim they are a financial 
adviser and start investing other people’s money in 
risky schemes.  Authorised financial advisers must 
now be qualified professionals and comply with 
a code of conduct including minimum standards 
of ethical behaviour, client care, competence and 
ongoing training.  The Securities Commission 
can require advisers to disclose to clients the 
commissions they will receive from any financial 
product provider, when they sign the clients up to 
invest with that provider.

Financial advisers who advise on or manage complex 

investment products like shares and debt securities 
for mum and dad investors and anyone providing 
an investment planning service must be registered 
with the Companies Office and be authorised by the 
Securities Commission if they wish to continue in 
business after 30 June 2011.

From 1 December 2010 financial advisers must 
provide their services with care, diligence and skill 
and not engage in misleading or deceptive conduct.

Is everyone included?

No, the focus of both Acts is protecting ordinary 
kiwis from unscrupulous and incompetent providers 
so advice from some sources is not covered.  These 
include:

  •  anyone providing incidental advice, such as retail 
assistants giving advice about consumer credit to 
customers buying home appliances  

  •  some (already regulated) professionals such as 
lawyers and chartered accountants

  •  not-for-profit organisations such as budget 
advisory services and the Citizens Advice Bureau 
who give free financial advice, and

  •   employers advising their staff about products like 
Kiwisaver.

Benefits for Mum and Dad investors

You will be able to go on-line (www.fspr.govt.nz)  
and find out whether an entity you want to invest  
your money with, or borrow from, is registered  
and what services it is licensed to provide.  From  
1 December 2010, if it is not registered, do not use it!

If you have a dispute with any financial service 
provider, you will have access to a dispute resolution 
scheme (free of charge) to help sort out the problem.  

If you use an authorised financial adviser to help you 
plan and manage your investments, you will be given 
more information about them, what they do, the 
quality of the products they are recommending and 
you can check their credentials on-line.

Investment risk is always there but hopefully these 
new controls will make investing with New Zealand’s 
financial institutions safer.  A sock under the mattress 
is not risk free, nor will it give you any return.••
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