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To: Financial Services Competition
Subject: Retail deposits inquiry 2023
Attachments: Apr 2013 Day to Day Interest.png; 2011 Change Name copy.jpg; Jun 2011 copy.jpg; 

Flexisaver copy.jpg

CAUTION: This email originated from outside of the organisation. Do not click links or open attachments unless you 
recognise the sender and know the content is safe. 
 
Dear ACCC, 
 
Submission 
I provide this submission in relation to the Retail deposits inquiry 2023 (Inquiry). 
 
I note that the Ministerial direction pursuant to the Competition and Consumer (Price Inquiry— Retail Deposit 
Products) Direction 2023 (Direction) which states under the relevant sections 

- 6(a)(iv): 
...the Commission is directed to take into consideration ...the rates of interest paid on amounts 
deposited or held in retail deposit products, including with reference to any differences in rates of 
interest... between those publicly advertised and those actually paid to customers... and 

- 6(d): 
supplier decisions relating to terms and conditions (including interest rates) on which retail deposit 
products are supplied in light of changes in the Reserve Bank of Australia’s target for the cash rate 
(which is the overnight money market interest rate)... and 

- 6(e)(iii):  
factors that affect customers switching to alternative retail deposit products, including the extent and 
existence of supplier practices and strategies, consumer behaviour, and the availability of information 
on products... 

 
Where sections are provided below, it refers to the relevant sections of the Direction. A case description is 
provided below to illustrate the issues. It is unlikely to be unique, and may provide insight relevant for 
legislative reform contemplated by the Minister initiating this Inquiry. 
 
Case Description 
 
The authorised deposit-taking institution case example is HSBC Bank (HSBC).  
 

 Original Product 

The retail deposit product was originally called "Online Savings Account" (OSA).  
The OSA was publicly advertised in 2003 as a high interest, online only, savings account. The interest 
rate was originally around 5-6% and was higher than other savings accounts on offer. 

 First Amendment 

In and around Apr/May 2011, HSBC renamed the OSA to "Day-to-Day" account (D2D) (see 
attached: 2011 Change Name copy.jpg). HSBC did not change any other terms for the retail deposit 
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product beyond the name change. HSBC issued a product disclosure statement (PDS) at that time 
confirming this. The PDS stated: 

"From 2 May 2011, in accordance to this Notice of Change the HSBC Online Savings Account will be 
referred to as the HSBC Day to Day Account Please be advised there have been no other changes made 
to the account."  

The account continued to pay a high interest rate as originally advertised. 

 Second Amendment 

In June 2011 the D2D account suddenly became classified as a transaction account (see attached: 
Jun 2011 copy.jpg). HSBC had not informed nor sought consent from the customer of this material 
change in the retail deposit product from a savings to a transaction account.  
 
When HSBC was contacted, two different responses were provided to the same question posed on 
two different occasions.  

The first response was: 
"We do not convert accounts/upgrade accounts without the consent of a customer. We 
leave it up to the customer to change products if they wish".  

The second response was: 
"Due to the fact that the Day to Day Account allows customers to transact on the 
account anytime without penalty, it is commonly recognised as a transactional account".  

 Third Amendment 

Around early 2013, a new product called "Flexi saver" was created which replicated the same 
banking features and comparable interest rates as the original OSA (see attached:Flexisaver 
copy.jpg).  

 
The retail deposit product, now a transaction account, began to reflect its interest as such 
[initially <1% (see attached:Apr 2013 Day to Day Interest.png), then shortly thereafter, no interest 
payable]. 

 
The new PDS included the following clause which HSBC relied on (Unfair Term): 
 

7 Changes to these Terms and Conditions and the PDS 
7.1 We have the right to change any part of these Terms and Conditions or the PDS, including the booklet Personal 
financial services charges – your guide. For example, we may: 
(a) change any applicable interest rate or rates (except the rate applying to a Term Deposit Account during its term) and 
the tier to which an interest rate applies; 
(b) change the minimum opening deposit and minimum Account balance; 
(c) change the fees and charges; and 
(d) introduce new fees and charges. 
All these changes can be made without your consent. 

 
 
Issues from the Case relevant for the Inquiry 
 
 

1. HSBC had publicly advertised a retail deposit product as a high interest, savings account. By making 
amendments in three separate steps over time, it justified eventually paying zero interest on the 
ostensibly same retail deposit product. This means what was publicly advertised (high interest, savings) 
and those actually paid (zero interest, transaction) to customers were different [s 6(a)(iv)]. 

2. An Unfair Term relating to terms and conditions (including interest rates) exists within the retail deposit 
product that does not merely allow the authorised deposit-taking institution to vary the interest paid in 
light of changes to the RBA's decisions [s 6(d)], but, it seems, to also fundamentally alter the character of 
the retail deposit product itself: from a high interest savings account to a zero interest transaction account. 
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3. Deposit customers of an authorised deposit-taking institution are "sticky": the existence of various direct 
debit/General Interbank Recurring Order (GIRO), or credit payment into the account (e.g. salary), make 
switching to alternative retail deposit products a hassle [s 6(e)(iii)]. The existence of a personalised financial 
ID option that automatically ports all automated, periodic transactions (both credit and debit) that exist for 
a customer for a particular bank account may assist in this regard. Instead of providing a creditor or 
debtor their bank account details, the bank customer provides their personalised financial ID and this 
personalised financial ID follows the customer to whichever bank they move to. 

4. The consumer behaviour of an authorised deposit-taking institution deposit customer is such that they do 
not always keep track of the changes to the terms of their retail deposit product. It is unrealistic to believe 
that a prudent but busy savings deposit customer would periodically and actively check with their bank for 
any new changes to their products. Such savings products tend to be "set and forget". There should be strict 
liability penalties for a bank's failure to notify a customer of a fundamental change to their product. Better 
communication in a lay-friendly delivery medium or format is also needed: in brightly coloured enlarged 
fonts, if necessary, especially for unusual changes. 

5. As noted, even when a customer keeps track of the terms amendments, and where a change of retail 
deposit product might have been contemplated or actioned, customers will only do so if they are informed 
of key changes to their retail deposit product. Where there is a lack of availability of information on 
products, for example no notification of a change from a high interest savings to a no interest transaction 
account, no contemplation nor action would be taken. This is because the customer would be unaware of 
the authorised deposit-taking institution's practices and strategies, for example, them relying on an Unfair 
Term to covertly alter the very character of the retail deposit product the customer signed up for 
[s 6(e)(iii)]. 

 
 
 
I hope this submission is useful for the Commission's Inquiry. I am available for clarification of any detail as 
necessary. 
 
Yours, 
Dr Ben Koh 
 
 
 
 
 
 
 












