Pritchard & Partners Pty Limited – Response to ASIC Consultation Paper 302
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TO:
Leena So-Xu
Senior Analyst
Market Supervision
Australian Securities and Investments Commission
Level 5, 100 Market Street
SYDNEY NSW 2000
email: Capital.Review@asic.gov.au
FROM:
Director
Pritchard and Partners Pty Ltd
10 Murray Street
Hamilton, NSW, 2303

RE: Response to Consultation Paper 302.
Pritchard and Partners Pty Ltd (“Pritchards”) wishes to provide a response to the ASIC Consultation
Paper 302: Proposed changes to ASIC’s capital requirements for market participants.
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About Pritchards
Pritchard & Partners Pty Limited was established in 1996 and is a licensed firm of stockbrokers and
financial advisers.
Pritchard & Partners Pty Limited has been licenced by the Australian Securities and Investments
Commission since 1996, and in the same year became the first corporate member, and the first new
broking member firm in 26 years of the then Stock Exchange of Newcastle Limited (now the National
Stock Exchange of Australia Limited).
The directors of Pritchard & Partners Pty Limited have been principally responsible for the
renaissance of the Exchange and sponsored the first new listings on the Exchange in 2000. Starting a
process in 1995, Pritchard & Partners Pty Limited was instrumental in obtaining the Australian
Market licence (“AML”) from the Australian Government and creating the initial infrastructure so
that the NSX could open for business in February 2000.
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Today, the firm remains the longest standing member of the NSX.
Pritchard & Partners Pty Limited provides its clients with a range of financial services including the
following:







Public Listing Services
Corporate Finance Services
Nominated Adviser Services
Sponsoring Broker Services
Stockbroking Services
Private Wealth Management

Executive Summary to the response
1. Pritchards have provided detailed comments on areas that relate to its AFSL. The executive
summary provides a precise of those comments;
2. General comments have been provided on the section related to Futures;
3. Pritchards submits that the Chart and data provided by ASIC on international core capital
levels does not support the conclusion made by ASIC to raise the core capital requirement for
NSX participants to $500,000. The chart and the data provided by ASIC in fact demonstrates
that the current core capital requirements are in line with Australia’s major trading partners.
Therefore, the conclusion does not support the increase to the core capital value;
4. Comparing the risk of Australia with that of New Zealand, Hong Kong and Singapore is
wrong given the highly speculative nature of the companies listed on those markets compared
to Australia and its other major trading partners listed in the study. Therefore, the conclusion
does not warrant that the core capital value should be increased;
5. ASIC appears to have only considered the capital frameworks of New Zealand and Singapore,
and does not explain why these are better than that of Australia, Canada or the United
Kingdom.
6. Authorised deposit taking institutions that act as participants should not be exempt from the
Capital Rules and should be placed under the same requirements as other participants;
7. A transitionary time for any impacts on the balance sheet should be a minimum of 24 months
and recognise the concept of the cost of capital;
8. It is submitted that the present underwriting regime works well and there should not be an
increase in capital requirements;
9. Pritchards submits that the current level of core capital is sufficient and is in line with
international standards and comparative risk levels.

General Comments about CP 302
1. ASIC has not presented a compelling argument for change (see point 9 above). Just because a
measure has been in place for a long time does not mean that the measure is inadequate. Of
course, the measure should be reviewed from time to time but in this case there is no
compelling case presented for change.
2. The statistical data presented does not have academic rigour. That is, the data is open to
another interpretation which better fits the hypothesis of no change than for change.
3. The sample of 35 participants seems to exclude 30 additional participants on ASX and 11
non-ASX participants. Including these additional participants would provide a fuller
statistical picture of the conditions and risks facing all participants.
4. ASIC appears to have made no attempt to calculate the actual level of risk applicable to each
type of participant or of the market as a whole.
5. CP 302 provides a narrow focus in its analysis. For instance, it ignores analysis of investor
protection regimes such as Participant Professional Indemnity Insurance, the ASX National
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