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Report, 2020). Looking ahead, the Tech Council of Australia projects that 
startups could generate 30,000 new jobs and $7 billion in economic value 
by 2030 (Tech Council of Australia, 2022), while a PwC Australia analysis 
estimates that the tech startup sector could contribute up to 540,000 jobs 
by 2033 if properly supported (PwC Startup Economy Report, 2013).  

 

Retail Investors as a Growing Force 

Retail interest in private markets is rising globally, projected to grow from 
US$1.5 trillion in 2020 to nearly US$4 trillion by 2030 (PwC, 2020). Europe’s ELTIF 
structure is aiming to triple retail access to PE by 2028. In Australia, retail 
investors manage AU$6.7 trillion in financial assets (ABS, 2023), with the 
number of investors outside super growing from 9M in 2020 to 10.2M in 2023 
(+13%) (ASX, 2023). Risk appetite is also increasing: 7.7M Australians hold on-
exchange assets, with highly volatile assets like crypto assets making up 
~15% of portfolios while around 3–5% of investors use derivatives.  

These numbers could indicate that up to 1 million Australians could be open 
to higher risks also using private equity investments as an instrument to 
build wealth and diversify their portfolios. At a AU$5,000 investment entry 
point, this represents a market size of AU$5B. Superannuation funds 
dominate, with 15–20% of private market AUM, but offer no transparency or 
control for individual members. Enabling regulated, opt-in access to 
curated private market funds could improve transparency and investor 
choice, and boost diversification, aligning with broader financial inclusion 
objectives. 
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Minor CSF regulation reform 

Crowd-Sourced Funding (CSF) is a smart regulatory framework that allows 
retail investors to access what are effectively private markets but in a public 
market way.  

It’s a thoughtfully designed carve-out in the Corporations Act that provides 
early-stage companies with a safe and regulated way to raise capital 
without discriminating investor groups.  

There is one, presumably, unintended consequence which, we believe,  has 
led to CSF not being used as effectively as it could.  

A successful CSF raise often leaves a small start-up company having to 
manage a share register of 200–1,200 individual retail investors. For a start-
up with limited time and resources, this becomes an immediate and 
ongoing distraction from their main goal, to scale the business. 

For the investor shareholders, this can lead to a lack of timely information or 
access to up to date detail on the company. 

Many start-ups do this well and there is a plethora of software tools to help 
manage large cap-tables but the anecdotal evidence is that many start-
ups struggle to manage the load and, worse, when they try to scale, 
institutional investors are hesitant to invest as their cap-table has become 
too ‘messy’. 

Accordingly, many small companies avoid using CSF, preferring to stick to a 
small cohort of wholesale investors. 

We propose a minor but powerful adjustment to the current legislative 
framework for CSF which has the ability to remove this hurdle.  

We believe that the legislation should be amended to allow CSF shares to 
be held via a bare nominee structure using incidental custody powers under 
a licensed AFSL holder.  

This simple amendment preserves retail investor protections while 
introducing the addition of a professional AFSL holder to ensure timely 
communications and streamline administration. 

This minor change would deliver four key benefits: 
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I. Retail investors will receive identical disclosure and crowd support 
during the raise, whilst also gaining professional reporting and 
administrative support through the nominee AFSL holder. 

II. The issuing company only sees one line on its registry, avoiding the 
distraction and inefficiencies of managing hundreds of shareholders. 

III. Transparency is increased across the process, with a professional 
intermediary providing oversight and reporting. 

IV. The issuing company has both more time to dedicate to business 
growth and their cap-table is cleaner for future capital raise rounds 

The custody service needs to be incidental custody (as per ASIC RG166) as 
otherwise the cost burden of providing stand-alone custody would preclude 
this from working on a cost basis (it would likely to exceed 10% of the total 
capital raise every year – which is uneconomic). The nominee trustee acts 
on behalf of the investors, but the underlying investment is still held in their 
names. This is a professional layer of administration that offloads the start-
up and brings transparency and protection for all stakeholders. 

This is not a comprehensive shift but a targeted refinement to combat a 
burden that was likely unintentional when the CSF legislation was passed. 
Companies that currently avoid CSF due to register management issues 
would have a renewed reason to consider it as a legitimate source of 
capital. For retail investors, it retains all of their protections and benefits of 
the CSF regime. 

 

Question 12.   
What additional benefits and risks arise from retail investor participation in 
private markets?  

Benefits 

The benefits of retail investor participation cannot be understated. 

From the investor perspective, access to a pool of higher performing assets 
should be considered as part of a well-diversified portfolio. It may not 
necessarily be a large portion of most investors’ portfolios but the precepts 
of modern portfolio theory have always suggested that a well-diversified 
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portfolio will outperform less-diversified options, with the added benefit of 
smoothing and reducing risk. 

Retail investors have effectively been denied access to much of the private 
marketplace. Whilst the private market ecosystem is growing rapidly, and 
replacing parts of the public marketplace, denying retail investors access 
would increasingly reduce their ability to diversify. 

From the investee perspective, allowing retail investors access will 
substantially increase the pools of available capital. This is of benefit, not 
only to the company/deal being funded, but to the broader Australian 
economy as a whole. 

As we have canvassed above, there are well known capital death zones in 
the Australian capital markets, which tend to lead to companies needing to 
relocate offshore with the accompanying brain-drain. 

Silicon Valley, in the US, is not just successful because that is ‘where tech is’. 
It is very successful because, the tech is there, the VCs are there, the brains 
are there, the resources and support networks are there, the staff are there, 
but every bit as importantly, the money is there. 

Australia could, and should, do the same. 

 

Risks 

We see that the risks of retail investors accessing private markets can be 
categorised into two key areas: 

o Misclassification – the risk is that these investors will be 
misclassified as ‘sophisticated’ to try and access investments 
that they simply cannot gain access to otherwise. There has 
been a noticeable discussion around how to access these 
markets and ASIC has had some early success in prosecuting 
companies for crossing that line. 

o Disclosure – retail investors must get full retail disclosure. The 
risk is that wholesale-grade private market disclosure (whilst 
entirely suitable for its intended market) is presented to retail 
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investors, who may not have the depth of knowledge or 
technical expertise to fully comprehend it is high otherwise. 

We believe that both of these risks can be mitigated by ensuring access to 
retail investors is made via a retail investment vehicle or structure offered 
via a responsible entity. That bring full retail protections and disclosure into 
pre-existing regulatory framework. The issue of misclassification falls away 
as the vehicle is already designed for, and complies with all of the 
obligations to and for, retail investors. 

 

Question 13.   
Do current financial services laws provide sufficient protections for retail 
investors investing in private assets (for example, general licensee 
obligations, design and distribution obligations, disclosure obligations, 
prohibitions against misleading or deceptive conduct, and superannuation 
trustee obligations)? 

Provided, as we outline above, the offering to retail investors is made via a 
retail structure, then yes. 

The current financial services laws provide a high level of protection to retail 
investors across all markets. 

In our view, there is simply no need to design different laws simply for private 
market access. 
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of those without any priced round had already shut down. This underscores 
how access to venture capital greatly improves a startup’s chances of long-
term success. 

● Scarce Investment Access: Retail investors miss out on wealth-
building opportunities in high-growth sectors, reinforcing economic 
disparity. According to The Australia Institute (2023), the top 10% of 
income earners have disproportionately benefited from economic 
growth following the global financial crisis, capturing 93% of income 
gains between 2009 and 2019. 
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