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Agenda

• Twin Peaks and market conduct regulation –

where does TCF fit in?

• Unpacking the “fair treatment” objective

• What is conduct risk?

• TCF and advice

• TCF and investment management (also CIS’s 

and LISP’s)

• TCF, market infrastructures and authorised users
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Where does TCF fit into the 
framework?

Objectives of the Market Conduct authority:

• Financial customer protection through –
• ensuring financial institutions treat customers fairly
• enhancing the efficiency and integrity of the financial 

system
• Financial education and promoting financial literacy
• Supporting financial stability, financial inclusion and 

prevention of financial crime

These objectives are particularly closely 
interlinked in the financial markets space.
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Unpacking the scope of the 
“fair treatment” objective

….ensuring financial institutions treat 
customers fairly ….

• Financial institution: Any provider of a financial product 
or  financial service, including services under the FMA and 
operation of a market infrastructure

• Financial customer: any person to or for whom a financial 
product or service is provided, in any capacity – whether 
individual, small business, corporate, wholesale or 
institutional. This includes the “end” customer.

• Fair treatment:  To be tested mainly against demonstrable 
delivery of the six TCF Outcomes – no “definition” of 
fairness
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What is conduct risk?

A possible working description …..
• Conduct risk is the risk that a financial institution conducts its 

business in a way that does not deliver fair customer outcomes 
or undermines the integrity of the financial markets

• TCF risk, in particular, would then be the risk that a financial 
institution conducts its business in a way that fails to deliver one 
or more of the 6 TCF Outcomes

• TCF risk is not unique to retail activities – conduct in the 
wholesale market, besides posing risk to market integrity, can 
also be passed through the system to compromise fair 
outcomes for end / retail customers

• The TCF framework therefore requires all players in the value 
chain to examine their contribution to conduct risk, including 
TCF risk 
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TCF and advice
• Financial advisers who are committed to meaningful FAIS 

compliance should already be largely TCF aligned – particularly for 
Outcome 4 (suitable advice)

• Advisers should however not lose sight of the other five outcomes 
• Larger advisory firms may need focus on demonstrating Outcome 

1 (culture and governance requirements)
• Primary responsibility for Outcomes relating to product design, 

product performance, after sales service and flexibility will lie with 
product providers – but advisers can and should bring greater 
pressure to bear on providers, and perform appropriate due 
diligence”

• TCF also seeks to rebalance responsibility for customer outcomes 
between advisers and product providers – providers will not be 
able to abdicate responsibility for the distribution channels they use

• “Non-advice” distribution models are also under review

The Retail Distribution Review and review of the FAIS level two 
competency framework will propose structural interventions to support 

fair advice and distribution outcomes.
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TCF and investment management

• TCF application for retail offerings should by now be well 
understood

• Although wholesale operators have less direct influence over 
end customer outcomes, this does not free them of TCF 
accountability – they should by now have reviewed business 
models, processes and offerings to assess their contribution to 
end customer experience, identify TCF risks in the overall value 
chain and how to mitigate these – in partnership with other 
entities if required

• In group structures with both wholesale and retail components, 
accountability for TCF delivery should be appropriately allocated 
across group entities

• Particular focus should be on conflicts of interest across the 
value chain and risks these pose to end customers 

• Information needs of the end customer (for e.g. where products / 
portfolios are “wrapped”) should be considered when designing 
disclosure models – both up front and ongoing   
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TCF, MI’s and authorised users

• The conduct of market infrastructures and their participants 
and users is required to deliver the same policy outcomes as 
that of other financial institutions – both in relation to market 
integrity and fair customer outcomes

• In the future Twin Peaks framework, and as we transition to it, 
opportunities will be sought to align and harmonise conduct 
standards across sectors, wherever this makes sense

• For example, TCF principles are being embedded into the 
revised codes of conduct for authorised users and 
participants and are being aligned where relevant with 
corresponding FAIS, CIS and Insurance standards

• The broader review of the SRO model under Twin Peaks will 
also consider how best to regulate and supervise market 
infrastructures to manage all elements of conduct risk   
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• TCF is an evolving framework that the FSB is implementing on an 
incremental and risk-based basis

• The future Twin Peaks legislation will create an explicit overarching 
framework for TCF obligations – but TCF obligations are also being 
phased in through the current regulatory framework

• The FSB is increasingly embedding TCF into its approach to 
supervision – testing TCF commitment both through routine 
monitoring and when investigating concerns

• A range of specific regulatory projects are aimed at driving TCF 
objectives – for e.g. Key Information Documents, improved 
investment cost disclosures, advertising & marketing standards, 
complaints management, RDR, credit insurance review, etc.

Conclusion

The principles of TCF have been consistently communicated for 
more than four years. The FSB expects application of these 

principles in business models and practices to be well advanced.
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