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Putting the emphasis on ethics
A key part of financial services
industry takes itself in hand
DAVID JACKSON

T
HE Financial Intermediaries
Association of Southern Africa
(FIA) has launched a cam-
paign against unethical be-

haviour and inadequate financial ad-
vice — and says it is prepared to play
the role of “wh i st l e - b l owe r ” in enforc-
ing these business principles.

Th e stance by the FIA comes against
the backdrop of new consumer-related
legislation — the Consumer Protection
Act and the Financial Services Board’s
(FSB) “Treating Consumers Fairly” ini-
tiative — that will change how sup-
pliers of products and services are
required to interact with consumers.

“We have refreshed our code of con-
duct. It is now even more consumer-
orientated than before and we are de-
termined to enforce it,” says FIA pres-
ident Seamus Casserly.

“We aim to be proactive in the re-
porting of poor conduct and we are
declaring war on inadequate financial
advice and unethical behaviour.”

This campaign is not restricted to
action against transgressors within the
FIA membership, Casserly says, “but
we will whistle-blow on registered par-
ties who are unethical, whether they
are members of the FIA or not.

“It is an ethical interpretation, rather
than a legalistic interpretation of what
we should or should not be doing.

“Few people read the fine print in
disclosure notices . . . there needs to be
an absolute moral position spelt out
and our membership is actively en-
couraging this, taking the view that the
letter of the law is insufficient.

“Where there is an obvious reason
for nonpayment of a monthly debit
order — the death of the bread-winner
— it is totally unethical to cancel the
policy on those grounds, if you are in
knowledge of that particular position.

“There are the right things to do and
the legally correct things to do — we
are doing the right things and we are
encouraging our members to do the
same.”

Casserly says that the Financial Ser-

vices Board’s Treating Customers Fair-
ly initiative emulates the undertaking
of the Financial Services Authority in
the UK, and is an extension of the moral
and ethical position that the FIA has
firmly endorsed.

Casserly says that changes are ex-
pected on issues such as disclosure and
conflict of interest.

“Conflict of interest is the overar-
ching component. If you have a conflict
situation, you cannot represent the sup-
plier of the product and the customer in
the same transaction.

“So brokers will be forced to choose
whether they represent the insurer as a
broker and product supplier, or
whether they act as an independent
intermediary, placing the business
with the supplier that best suits their
c u st o m e r ’s particular circumstances,”
he says.

Another important development
linked to industry knowledge will be
the introduction of examinations that
will have to be completed by all 300 000
registered financial services providers.

These exams will test their knowl-
edge of the regulations, as well as a
basic technical competency in their
particular insurance industry seg-
ment.

Casserly says “Depending on what
you are licensed to sell, you will be
obliged to write certain examinations,
or lose your licence.”

He said “We welcome these devel-
opments from an FIA perspective. We
see too many examples of a lack of
professionalism. The more profession-
al that we aspire to be, the more the
requirements of professionalism be-
come necessary.

“It is very good for us to be an
industry that is professionalising itself
in the manner that the board is
requiring us to do.

“You cannot protest about legislation
that is ultimately in the consumers’
interests, and that there will be a better
product put out to the customer . . . to
complain about such legislation would
be contrary to the common good. In
that context we embrace it.” TO BE SURE: Seamus Casserly, president of the Financial Intermediaries Association of Southern Africa Picture: JEREMY GLYN
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THE Consumer Protection Act
(CPA) explicitly protects
consumers from undesirable
marketing practices such as
aggressive product promotion
on the back of a service or
product acquired by the
consumer from a service
p r ov i d e r.

Such marketing approaches
now have to be expressly agreed
to by customers, or rejected as
the case may be. This applies to
all products and services.

“This is a significant change
that removes the unwanted
spam element from peoples’
l ive s , ” says Chris Busschau, an
FIA director and chairman of
financial planning on the
o r g a n i s at i o n ’s executive
c o m m i tt e e .

“Over the next few months we
are likely to see a huge drop in
the quantity of product spam
received by consumers.”

The act specifically provides
for a “cooling off” period to
allow consumers the option of
discontinuing a transaction,
within the first week of having
signed an agreement or
contract.

“This becomes very relevant
in instances where a consumer
may have signed a debit order
covering instalments or placed a
capital sum in a financial
product such as a unit trust
purchased through the financial
planning sector, for instance,”
Busschau s ays .

He adds that certain products
and services within the
financial sector — p a r t i c u l a r ly
the life assurance areas — are
effectively regulated by the
Financial Advisory and
Intermediaries Services (FAIS)
Ac t . These products and
services are exempted in terms
of the CPA .

Others, not regulated by FAIS,
will be regulated by the new act,
so the two pieces of legislation
complement each other.

Non-financial products, such
as motor vehicles or household
goods, are not subject to the
FAIS regulations. Hence a much
wider structure has been
instituted in the form of the
Consumer Protection Act “but
with a mind-set that is on the
same path as FAIS,” B u s s c h au
s ays .

He says the concept of
“consumer centrism” has been
dominant in the financial
planning industry for a number
of years, Busschau says.

Busschau adds that the act
and the spirit of FAIS will make
it essential for financial
planners to gain the trust of
consumers when planning their
financial affairs.

“In many ways this is the
fundamental aspect of the
consumer-centric approach,
which is to develop a

relationship between the
financial planner and consumer,
whereby the consumer can see
the benefit of such an ongoing
business relationship.”

He says that the financial
planning industry is already
regulated to a considerable
degree.

Financial service providers
have to be registered with the
Financial Services Board and
are subject to a range of
financial industry regulations
and requirements.

“In future these will
undoubtedly include the
provisions of the Consumer
Protection Act, and any
transgressions by financial
service providers could put
their registration at risk.

“There will be a need for
service providers to have
systems and documentation in
place that comply with all the
various new regulatory aspects
and, perhaps more importantly,
satisfy consumer needs,”
Busschau says.

He says the FIA has
traditionally been involved in

the providing of information on
regulatory issues and consumer
centrism to its members, who
range from independent
financial advisers, often
operating as small businesses
or practices, through to
structured broking houses, such
as banks and other financial
i n st i tu t i o n s .

Financial product houses,
such as life assurance and
investment product companies,
among others, also provide
ongoing information to
intermediaries.

“In turn, the FIA has the
resources to gather information
from the large broking and
product houses — and also from
its own research — and to put
this out to all relevant
st a ke h o l d e r s .

“There has been a great deal
of preparation taking place in
advance of these legislative and
regulatory changes, Busschau
adds, “and I don’t believe that it
will be a huge leap for financial
planners to make when these
changes are rolled out over the
next few months.”

Law strikes big blow

in battle against spam
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SURVEY: FIA AWARD

Voted the top Personal, Commercial & Corporate 

Insurer by South Africa’s brokers.

BEST INSURER 
IN SOUTH AFRICA,
ONCE AGAIN.

For the second year in succession, Santam has been voted the top Personal, Commercial 
and Corporate Insurer at the FIA Awards. These awards celebrate excellence in the 

industry and are based on independent research amongst brokers. 

Speak to your broker or call 0860SANTAM to become part of our world of certainty.
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