
 

 

10 July 2026 
 
Commissioners Dr Alison Roberts & Dr Stephen King 
Productivity Commission 
4 National Circuit 
Barton ACT 2600, Australia 
 
 
via online submission portal: BusinessDynamismInquiry@pc.gov.au  
 

RE: Inquiry into Barriers to Business Dynamism in Australia 
 
The Financial Services Council (FSC) welcomes the opportunity to provide a submission to the Productivity 
Commission's Inquiry into Reducing Barriers to Business Dynamism in Australia. The FSC strongly supports the 
Commission's focus on identifying reforms that reduce barriers to business expansion and investment, and 
improve Australia's long-term productivity performance.  
 
The inquiry presents an important opportunity to examine how Australia's policy settings can better facilitate 
entrepreneurship and innovation by ensuring that businesses have access to the finance required to grow. 
 
The financial services sector performs a critical economic function by mobilising domestic and international 
savings into productive businesses across the Australian economy. The efficiency with which Australia's 
financial system performs this role has direct implications for business dynamism.  
 
Business dynamism depends fundamentally upon access to capital. Businesses cannot innovate, commercialise 
new technologies, expand operations or compete internationally without access to efficient sources of finance. 
While Australia possesses one of the largest pools of managed savings in the world, there remain significant 
opportunities to improve the allocation of capital, deepen participation in Australia's capital markets and 
strengthen Australia's attractiveness as a destination for international investment.  
 
The Commission's consultation paper identifies access to capital markets, Australia's innovation ecosystem and 
unnecessary regulatory and administrative burdens as priority areas for examination. These are all areas in 
which financial services policy has a significant stake.  
 
The FSC's submission therefore focuses primarily on these aspects of the inquiry and does not seek to comment 
on matters beyond the scope of our advocacy, such as business restructuring or labour market issues.  
 
This submission builds upon recommendations previously advanced by the FSC through our submission to the 
Senate Select Committee on Productivity in Australia, our response to the Productivity Commission's Five Pillars 
of Productivity interim reports, and our submission to the Board of Taxation's Red Tape Reduction Review. 
Those submissions collectively identified a range of practical reforms capable of strengthening Australia's 
productivity through improved capital allocation, regulatory efficiency and international competitiveness.  
 
Since preparing those submissions, the strategic importance of improving Australia's investment 
competitiveness has only increased. Heightened geopolitical uncertainty, intensifying international competition 
for capital, flat productivity growth and increasing fiscal pressures all reinforce the need for Australia to maximise 
the efficiency of its capital markets and regulatory settings to invigorate our businesses. 
 
The FSC is currently commissioning research which will further inform these issues. The work will examine 
Australia's competitiveness as an international financial services centre and identify opportunities to increase 
Australia's share of globally mobile investment management activity. There will also be dedicated research 
reviewing Australia's capital formation framework, including household investment behaviour, retail participation 
in capital markets and policy settings that support productive investment. The FSC intends to provide both 
research reports to the Productivity Commission and would welcome the opportunity to discuss their findings 
upon completion. 
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Despite Australia's deep institutional capital pool, household participation in capital markets outside 
superannuation remains limited: 57 per cent of Australians hold no financial investments outside of mandatory 
superannuation. 2 
 
While home ownership remains an important aspiration and a critical component of financial security for many 
Australians, the concentration of household savings in housing has also contributed to limited participation in 
investment markets, particularly among investments that sit beyond the conservative investment parameters of 
superannuation funds (e.g. small or ‘startup’ businesses).  
 
Housing investment also ties up household savings over long periods, with income directed towards servicing a 
mortgage for 20-30 years rather than remaining available to be deployed across a broader range of productive 
investments. 
 
The Productivity Commission has identified access to capital as one of the principal drivers of business 
dynamism. 3 Encouraging greater participation in Australia's capital markets outside of housing should therefore 
form part of a broader strategy to improve the efficient allocation of household savings to strengthen long-term 
productivity.  
 
The policy objective should be to seek settings that support a balanced pattern of wealth accumulation, where 
Australians are encouraged to build savings across a diversified portfolio of assets, including regulated financial 
products that support business investment. 
 
The tide is slowly changing for Gen Z and Millennials. 2026 Vanguard Research found that almost one in two 
Generation Z and Millennial Australians already invest in shares, exchange traded funds or similar investment 
products. More than half of Generation Z Australians who do not currently invest indicated they intend to begin 
investing. 4 The research also identified a significant concentration of Australian portfolios in domestic assets, 
with the median self-directed investor holding between 90 and 99 per cent of their investments within Australia. 
These findings suggest there is considerable scope to deepen participation in investment markets through policy 
settings that reduce barriers to entry for financial investing. 
 
Tax Policy Shapes Investment Behaviour 
One such policy setting is found in taxation. Tax policy has a significant influence on household investment 
decisions by affecting the after-tax return from different asset classes. 
 
Many comparable economies have deliberately used tax-supported investment vehicles to increase retail 
participation in capital markets. The United Kingdom's Individual Savings Accounts (ISAs), Canada's Tax-Free 
Savings Accounts, Japan's Nippon Individual Savings Account (NISA) program and similar arrangements in 
Sweden and the United States have all sought to encourage long-term household investment while broadening 
the sources of capital available to businesses. 
 
These vehicles have achieved substantial take-up. In Canada, the proportion of families participating in TFSAs 
nearly doubled from 21 per cent in 2009 to 39.4 per cent in 2020. In Japan, around one in four adults now holds 
a NISA account, with approximately ¥63 trillion invested through the scheme by June 2025. In Sweden, 40 per 
cent of the population holds an ISK, with total savings in these accounts equivalent to around 30 per cent of 
GDP. 5 
 
Australia has no equivalent investment vehicle. 
 
 

 
2 https://www.vanguard.com.au/corporate/media-centre/2026/young-australians-show-growing-interest-in-investing  
3 https://www.pc.gov.au/inquiries-and-research/business-dynamism Call for submissions, Page 3. 
4 https://www.vanguard.com.au/corporate/media-centre/2026/young-australians-show-growing-interest-in-investing  
5 https://www150.statcan.gc.ca/n1/pub/75f0002m/75f0002m2023008-eng.htm 
https://www.fsa.go.jp/en/conference/minister/2025/20251021.html 
https://www.government.se/contentassets/b59e353e6e8e4f5aa200b28fe8d9baa8/the-swedish-capital-market-in-brief.pdf  
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Australia enjoys significant competitive advantages, including political stability, strong institutions, an 
independent judiciary and a sophisticated financial services industry. However, these strengths are increasingly 
offset by a range of technical policy settings that make Australia less attractive than competing investment 
centres. Individually they may appear modest, but collectively they influence whether investment management 
businesses establish operations in Australia or elsewhere, and ultimately affect the amount of capital available 
to Australian businesses. 
 
Managed Investment Trusts 
Managed Investment Trusts (MITs) are a central part of Australia’s funds management framework, pooling 
domestic and international capital for investment across a broad range of assets. MITs undertake investment 
activities rather than directly carry on an operating or trading business. MITs support business dynamism by 
directing capital into listed companies and productive assets such as infrastructure and commercial property. 
Deep and liquid markets for these assets make it easier to raise capital, finance new investment and recycle 
existing capital into new businesses and projects (for example, by supporting asset valuations and new equity 
issuance, allowing businesses and asset owners to borrow against their holdings, and by recycling existing 
assets into new investments). However, aspects of the current regime unnecessarily impede the establishment 
and growth of new funds and managers. 
 
MIT status provides eligible funds with a specialised tax regime designed to attract investment into Australia, 
including concessional withholding tax treatment for certain distributions to foreign investors.  
 
However, to qualify as a Managed Investment Trust, a newly established fund is generally required to satisfy 
the “widely held” ownership requirements within two years of commencement. In practical terms, this requires a 
new fund to attract a sufficiently broad investor base within its first two years. While appropriate in principle, this 
timeframe frequently bears little resemblance to commercial reality. 
 
New investment managers require time to establish an investment performance record, secure institutional 
mandates, negotiate platform distribution and attract the investors needed to satisfy the widely held test. For 
many funds, particularly those investing in specialist or alternative asset classes, two years is simply too short 
to achieve the necessary scale. The consequence is unnecessary uncertainty during the most commercially 
sensitive period of a fund's development. Emerging managers may delay launching Australian investment 
vehicles or instead establish structures in competing jurisdictions where comparable restrictions do not exist. 
 
The FSC considers that extending the qualification period from two years to five years would more accurately 
reflect commercial practice while preserving the integrity of the MIT regime. The existing integrity rules requiring 
genuine efforts to market the fund broadly should continue to apply. This reform would reduce barriers to new 
fund formation, encourage competition between investment managers and strengthen Australia’s capacity to 
attract and deploy investment capital.  
 
Corporate Collective Investment Vehicles 
The Corporate Collective Investment Vehicle (CCIV) regime was introduced to provide Australia with an 
internationally recognised corporate fund structure comparable to those available in jurisdictions such as 
Luxembourg, Ireland and Singapore. 
 
The policy rationale remains sound. Many overseas institutional investors are familiar with corporate fund 
structures and prefer investing through vehicles that resemble those operating in their home jurisdictions. A 
successful CCIV regime therefore has the potential to increase Australia's attractiveness as a domicile for 
internationally distributed investment funds. 
 
However, commercial adoption has been considerably slower than anticipated. One of the principal reasons is 
that existing managed investment schemes cannot transition into the CCIV regime without triggering capital 
gains tax consequences.  
 
Australia’s financial services sector continues to administer large numbers of legacy managed funds, 
superannuation products and life insurance policies that were established under older regulatory, tax and 
technology frameworks.  
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In many cases, newer products offer lower costs or more efficient administration, but transferring consumers 
can trigger capital gains tax or other tax consequences even where there is no meaningful change in the 
underlying economic investment. 
 
For CCIVs, this means that fund managers wishing to adopt the new internationally recognised structure may 
incur significant tax costs simply to transition, notwithstanding that the underlying investments remain 
unchanged.  
 
This creates a barrier to business dynamism within financial services. Providers must continue operating ageing 
technology systems and duplicative administration processes rather than consolidating products onto modern 
platforms. It also makes it harder for new technologies and product innovations to achieve scale, because capital 
and customers remain locked in legacy structures for tax rather than commercial reasons. 
 
The absence of rollover relief has substantially reduced commercial incentives to adopt the regime.  
 
Government should therefore introduce capital gains tax rollover relief for the transition of existing managed 
investment trusts into CCIVs. It should also undertake a targeted post-implementation review to identify 
additional legislative or administrative barriers limiting take-up. Improving the operation of the CCIV regime 
would strengthen Australia's international competitiveness while providing fund managers with investment 
structures better suited to attracting international investors.  
 
Asia Region Funds Passport 
The Asia Region Funds Passport was established to facilitate the cross-border distribution of investment funds 
throughout participating Asia-Pacific economies. The initiative sought to position Australia as a regional funds 
management hub while providing Australian investment managers with improved access to overseas markets. 
 
Commercial participation has been significantly below expectations. A major contributing factor has been 
Australia's withholding tax framework, which remains more complex and less competitive than those operating 
in other regional financial centres. The resulting administrative burden reduces incentives for international fund 
managers to utilise the Passport and limits Australia's ability to attract regional investment management activity. 
The FSC continues to support reform of the withholding tax arrangements applying to Passport investments, 
including consideration of a single competitive withholding tax rate that better aligns Australia with competing 
jurisdictions. 
 
Increasing commercial utilisation of the Passport would strengthen Australia's financial services exports, 
increase funds under management and improve access to international capital for Australian businesses.  
 
Attracting International Expertise 
Jurisdictions around the world are increasingly competing not only for investment, but also for the highly skilled 
people responsible for originating, managing and allocating that capital. Australia has historically benefited from 
migration settings that attracted internationally experienced investors and business leaders. These individuals 
bring more than financial capital: they contribute commercial expertise, global networks, governance experience 
and connections to international markets that support business formation and innovation. 
 
The FSC considers there is an opportunity to strengthen Australia's competitiveness by ensuring the migration 
system better recognises the economic contribution of internationally experienced investors, investment 
professionals and entrepreneurs. This is particularly relevant as Australia seeks to expand its funds 
management business community and position itself as a regional financial services centre. 
 
Consideration should be given to establishing an investor and entrepreneur stream within the skilled migration 
program targeted at individuals who can demonstrate substantial experience managing capital, establishing 
investment businesses or building a business themselves. Applicants should also be required to personally 
invest a substantial amount of capital towards their business activities or eligible productive investments in 
Australia, the details of which should be determined through consultation. 
 
 










