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13 July 2023 

Mr D McCracken-Hewson 

General Manager 

Merger Authorisations — ACCC 

By email: ANZ-Suncorp-Merger@accc.gov.au  

 

 

Dear Mr McCracken-Hewson, 

ANZ’s proposed acquisition of Suncorp Bank 

The Australian Prudential Regulation Authority (APRA) provides this letter to assist the 
Australian Competition and Consumer Commission (ACCC) in its consideration of the merger 
authorisation application regarding the proposed acquisition of SBGH Limited (which owns 
Suncorp Bank) by Australia and New Zealand Banking Group Limited (ANZ).  

In doing so, this letter addresses the questions put to APRA by the ACCC in its letter as 
extracted below.  

APRA notes that, separately from the ACCC’s assessment process, the proposed acquisition 
would require approval under the Financial Sector (Shareholdings) Act 1998. 

About APRA 

APRA is an independent statutory authority that authorises, regulates and supervises 
institutions across the banking, insurance and superannuation sectors.  

Under APRA’s enabling legislation, APRA is to balance the objectives of financial safety and 
efficiency, competition, contestability and competitive neutrality and, in balancing these 
objectives, is to promote financial system stability in Australia. 

Background: APRA’s capital requirements 

To protect depositors, APRA requires authorised deposit-taking institutions (ADIs) to hold a 
minimum amount of capital. This is done to ensure ADIs have a financial cushion to absorb 
unexpected losses.  

APRA’s APS 110 Capital Adequacy (APS 110) sets out the minimum prudential capital 
requirement (PCR) that ADIs must maintain at all times. APS 110 also specifies that APRA 
can determine a higher PCR for an ADI. Minimum capital requirements are set relative to risk-
weighted assets (RWA)1.  

 
1  Put simply, risk-weighted assets are for credit risk the loans and other assets of a bank, weighted (that is, 

multiplied by a percentage factor) to reflect their respective level of risk of loss to the bank. Risk-weighted assets 
are calculated under the applicable prudential standards, to account for: credit risk, market risk, operational risk, 
interest rate risk in the banking book and securitisation, as applicable. 
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Other factors relevant to the capital of ANZ and Suncorp Bank in the future  

Separately, there are several factors which could impact the capital of ANZ and Suncorp Bank 
in the future. For example:  

• APRA can adjust capital settings for an individual ADI by exercising supervisory discretion 
to set a higher PCR. For example, this may be done to address risks outside those 
addressed by the quantitative capital requirements set out in the prudential standards;  

• should the proposed merger of ANZ and Suncorp Bank proceed following relevant 
approvals, the combined bank would be a D-SIB; and 

• should the proposed merger of ANZ and Suncorp Bank proceed, the Suncorp Bank loan 
book would remain on the Standardised approach subject to ANZ applying for and 
obtaining approval to apply the IRB approach to the Suncorp Bank loan book. 

Reported capital ratios  

The capital reforms also had an impact on actual CET1 ratios due to changes in methodology 
used to calculate RWA. The public reporting of each bank provides some further insight into 
the effects of the capital reforms: 

• ANZ’s CET1 ratio increased by c.1.00 percentage points,6 and 

• Suncorp Bank’s CET1 ratio increased by c.1.20 percentage points.7 

ACCC Question 2 - Why are D-SIBs required to hold additional regulatory capital, including 
loss absorbing capacity, compared to banks that are not D-SIBs? 

The global financial crisis over the period from mid 2007 through early 2009 was a period of 
extreme stress in global financial markets and banking systems.  

In response, the Basel Committee on Banking Supervision (BCBS) introduced new capital and 
supervisory requirements applicable to global systemically important banks (G-SIBs). G-SIBs 
are required to hold further CET1 capital between 1.0% and 3.5% of RWA.  

The purpose of the G-SIB framework is to address negative externalities associated with 
institutions that are perceived as not being allowed to fail due to their size, interconnectedness, 
complexity, lack of substitutability or global scope. This includes moral hazard costs 
associated with perceived implicit government guarantees as well as the risk of entity-failure 
costs being borne by taxpayers.8  

While there are no G-SIBs in Australia, the BCBS and APRA have previously noted that there 
are many banks internationally that are not significant at the global level but could, if they were 
to come under stress, have an important impact on their domestic financial system and 
economy.9  Accordingly APRA in 2013 commenced consultation to implement the D-SIB 
framework to address the potential adverse effects posed by systemically important banks in 

 
6  ANZ, Consolidated Financial Report — Half Year 31 March 2023, 4 May 2023. 

 ANZ, 2023 Half year results — results presentation and investor discussion pack, 5 May 2023. 

7  Suncorp Group Limited, Suncorp Bank APS 330: Quarter ended 31 December 2022, 8 February 2023.  

 Suncorp Group Limited, Suncorp Bank APS 330: Quarter ended 31 March 2023, 10 May 2023.  

8  See, BCBS, Global systemically important banks: updated assessment methodology and the higher loss 
absorbency requirement, July 2013.  

9 APRA, Information Paper: Domestic systemically important banks in Australia, December 2013; APRA, Finalising 
loss-absorbing capacity requirements for domestic systemically important banks, December 2021.  
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Australia. In 2014 the Financial System Inquiry final report also recommended that APRA 
should develop a framework for loss absorbing and recapitalisation capacity to facilitate 
orderly resolution and minimise any need for taxpayer support.  

In the Australian context, D-SIBs are those ADIs whose distress or failure would cause 
significant dislocation in the Australian financial system and adverse economic consequences. 
The four factors APRA uses to identify D-SIBs are size, interconnectedness, substitutability 
and complexity. Currently there are four D-SIBs in Australia.  

ACCC Question 3 - To what extent, if at all, does the requirement for D-SIBs to hold additional 
regulatory capital, including loss absorbing capacity, represent a calculation or estimate by 
APRA of the risk to financial system stability caused by the possibility that a D-SIB might fail? 

LAC is additional capital to support resolvability. The purposes of LAC are that:  

• in the remote situation of D-SIB failure, the D-SIB could be resolved with minimal impact 
to the critical functions it provides to the economy and the community (such as deposit-
taking and payments); and 

• to reduce the risk of taxpayer funds being used for resolution purposes (as has occurred 
internationally). 

The calibration of APRA’s LAC requirement for D-SIBs was based on international 
benchmarking, including taking into account the historical losses experienced in past systemic 
banking crisis.  APRA also took into account the impact of increased issuance of T2 capital 
instruments on market capacity, before determining final requirements.  

ACCC Question 4 - Does the additional regulatory capital, including loss absorbing capacity, 
D-SIBs are required to hold exceed or outweigh, as opposed to match or equal, the additional 
risk D-SIBs pose to financial system instability? 

Financial stability is a broad concept. A stable financial system is one in which there is trust 
and confidence that ADIs and other financial institutions can continue to perform their core 
economic functions for the benefit of the Australian community, including in the face of 
unexpected shocks howsoever arising.    

Key components that contribute to a strong financial system include: 

• financial resilience, extending to matters such as capital, liquidity and funding, as well as 
recoverability and resolvability;  

• governance and risk management, extending to matters such as risk management 
frameworks and practices (e.g. sound credit portfolios and lending practices), governance, 
culture, remuneration and accountability practices, and resilience to operational and other 
risks (e.g. cyber); and 

• broader factors, such as firm strategy and business model, as well as the economic and 
broader environment.  

The nature and relative significance of these factors is dynamic and evolves over time. In 
addition, these factors apply at an individual ADI level and at a system level. Linkages across 
ADIs and other financial institutions are also relevant, as are linkages to the international 
financial system.  






