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25 January 2019 
 
Phase 2 of the Reserve Bank Act Review  
The Treasury  
P O Box 3724  
WELLINGTON 6140  

By email: rbnzactreview@treasury.govt.nz 

Thank you for the opportunity to comment on the consultation document “Safeguarding the future 
of our financial system: The role of the Reserve Bank and how it should be governed” as part of 
Phase 2 of the Reserve Bank Act Review. 

Background: 

Mutual Credit Finance Limited (MCF) is a Christchurch based Non-Bank Deposit Taker (NBDT) finance 
company established in 1956. MCF provides loan funding to commercial entities and consumers for 
a variety of purposes and as a NBDT is regulated and licenced by the RBNZ with Trustee Executors 
Ltd as its Supervisor.  

MCF provides significant value to the local economy by providing access to consumer and 
commercial finance that is unavailable through traditional bank sources, delivering this responsibly 
and ethically for businesses to grow and thrive. MCF is also an alternative term deposit option for 
investors traditionally providing a superior return to that offered by the trading banks.  

We provide our responses to the questions contained in the short feedback form as a NBDT and the 
impact any changes would have on us. 

1. What high-level financial policy objectives should the Reserve Bank have? 

We believe the RBNZ should promote the prosperity and wellbeing of New Zealanders and 
contribute to an efficient and productive economy. This is achieved by ensuring the financial system 
remains resilient with the minimum of regulatory compliance on businesses under its supervision. 

While this can be a difficult balancing act, the RBNZ should not have too much control to influence 
financial cycles but the tools it does have (eg: LVR restrictions) should be used sparingly to take 
some heat out of the market where needed (eg: the housing market). We believe the powers the 
RBNZ currently have are sufficient and have served New Zealand well and do not need expanding. 
Compared with banks in other parts of the world, NZ banks were only moderately affected by the 
GFC. While approximately 50 NBDTs failed during the GFC, this is believed to be partially due to the 
lack of prudential supervision of NBDTs at this time. The RBNZ only took prudential supervision of 
NBDT entities following the GFC and it is believed the fallout for NBDTs from the GFC may not have 
been so severe if the current regulatory controls had been already in place.  

2. Who does the Reserve Bank regulate and how should the regulatory perimeter be set? 

The number of NBDTs has dropped significantly as a result of the GFC when many failed as they were 
unable to meet their commitments to their depositors. Those that successfully negotiated this 
period, such as MCF, did so because their lending was responsible and they were therefore able to 
meet their commitments to depositors.  



The introduction of the NBDT regime has substantially increased the level and cost of compliance for 
NBDTs. A number of NBDTs who survived the GFC have chosen to use alternative means to fund 
their activities rather than meet the requirements of the regime.  This has resulted in severely 
reduced options available to NZ depositors and a significant reduction in the income generated for 
them. To maintain choice and the ability to improve the return for depositors, it is important that 
the public have options other than just registered banks. 

If the RBNZ is to have a supervisory function other than of the banks and NBDTs, MCF believes this 
should include all entities who take deposits from the public – banks, NBDTs, peer-to-peer lenders 
and other fintech innovations. From our perspective, we support the necessity for supervision and 
should the RBNZ take over the supervisory function from our current supervisor then this should, at 
worst, be cost neutral. 

If a uniform approach of applying regulatory requirements across the board to all entities is adopted, 
we cannot see a ‘one size fits all model’ being appropriate given the varying size of the entities the 
regulations will cover. MCF believes that any regulations should be aimed more specifically at the 
larger entities (i.e. banks) rather than making it difficult for small entities to operate and potentially 
remove entities such as ourselves from providing options in niche markets. We would therefore like 
to ensure that any changes do not jeopardise the function of NBDTs like ourselves that provide a 
valuable service in the financial market for borrowers and investors. 

Should there be depositor protection in NZ? 

As NZ banks were largely unaffected by the GFC and the failure of the NBDTs was due to 
irresponsible lending and poor cash flow management, MCF does not believe there is a need for 
depositor protection in NZ.   

MCF considers the increased scrutiny arising from the NBDT Act 2013 provides the protection 
depositors need. Depositors need to understand that any type of investment has a certain amount 
of risk and they need to trade off this risk with any returns. Any form of deposit guarantee scheme 
can distort this comparison and will have the effect of increasing costs for participants and / or 
reducing returns to depositors.  

MCF therefore prefers the status quo. 

Should prudential control remain with the Reserve Bank? 

MCF considers the RBNZ is doing a good job in its current role and believe it should be given more 
resource to do their role as opposed to establishing additional regulatory agencies which we see can 
only lead to increased costs due to duplicated overhead structures and additional compliance work 
with differing reporting/oversight requirements. 

How should the Reserve Bank be governed? 

The consultation document outlines the pros and cons of each model (board v single decision maker) 
and each has its own merits to the extent we have no preference either way as to which model were 
to be adopted. 

 

 



Summary 

The GFC resulted in the failure of a number of NBDTs and highlighted shortfalls in the regulatory 
supervision of NBDTs. The regulatory controls introduced via the NBDT Act following this 
substantially increased the compliance requirements and cost for NBDTs. MCF considers the current 
model for financial regulation in New Zealand via the Supervisors and overseen by the RBNZ, the 
FMA and the Commerce Commission as an appropriate and effective model under which NBDTs can 
successfully operate. MCF does not believe there is any need to change the model in place in New 
Zealand. 
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