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Banking System Reform  
(Separation of Banks) Bill 2019

Need for this bill
It is obvious that Australia’s Big 

Four banks and Macquarie are 
devoted solely to their own usu-
rious profits at the expense of the 
population as a whole. We must 
therefore break up these “verti-
cally integrated”, self-centred and 
crime-ridden behemoths and re-
turn to the sort of tightly regulat-
ed banking system which exist-
ed under our original Common-
wealth Bank, which was dedicat-
ed to the Common Good. Towards 
that end, the Citizens Electoral 
Council drafted the Banking Sys-
tem Reform (Separation of Banks) 
Bill 2018 which was first tabled in 
the House of Representatives by Bob Katter on 25 June 
2018 and more recently tabled in the Senate by Pauline 
Hanson on 12 February 2019.

General outline 
Given the onrushing global financial crisis, this pres-

ent legislation is proposed for immediate implementa-
tion within the current Australian banking structures and 
institutions. It mandates the separation of normal retail 
commercial banking activities involving the holding of 
deposits, from wholesale and investment banking, which 
are rife with risky activities; and, whilst guaranteeing de-
posits in commercial banks, removes explicit and implicit 
government guarantees for any such activities outside of 
the core business of normal commercial banking. It also 
proposes to provide strict accountability and Parliamen-
tary oversight of the activities of the Australian Pruden-
tial Regulation Authority (APRA) as the banking regulator, 
which since its establishment in 1998 has not only over-
seen, but actually fostered the growth of Australia’s pres-
ent, speculation-centred, crime-ridden financial system.

Australia’s present financial system, particularly those 
aspects introduced during the waves of deregulation that 
followed from the 1981 Campbell Report, which allowed 
its present concentration in the “Big Four” too-big-to-fail 
(TBTF) banks plus Macquarie and the mixing of normal 
commercial banking with speculation-ridden investment 
banking and other financial services within the same in-
stitutions, is recognised to be a disaster which fosters fi-
nancial speculation at the expense of the real, physical 
economy and the majority of the population. Moreover, 
the City of London/Wall Street-centred global financial 
system, of which Australia’s banks are an integral part, 
itself now faces a new collapse. 

Background
The Australian and international media have fea-

tured repeated warnings from present and former offi-
cials of the Bank for International Settlements, the Inter-
national Monetary Fund, the Organisation for Econom-
ic Co-operation and Development, and the U.S. Fed-
eral Reserve System, as well as former leading bank-
ers and other prominent commentators, that the world 
is headed towards a far greater financial crash than that 
of 2007-2008.

This inevitable prospect has been caused by the waves 
of “free market reforms” enacted since the breakup of 
the fixed-exchange-rate Bretton Woods system in 1971. 
These reforms include privatisation, deregulation, ma-
nipulations of fluctuations in currency exchange rates, 
and the creation of over US$1 quadrillion in speculative 
instruments known as derivatives, such as the mortgage-
backed securities that provoked the 2007-2008 crash 
and are once again soaring in number. 

This new global bubble in the trans-Atlantic system, 
including Australia, is not simply a bubble in one part of 
“the market”, such as mortgages. Rather, the relentless 
“quantitative easing” by central banks, totalling an esti-
mated minimum of US$12 trillion since 2008, has creat-
ed an “everything bubble”, including car loans, student 
loans, corporate loans, the U.S. stock market which has 
exceeded US$30 trillion, the bitcoin bubble, and others.

This post-2008 system is centred upon a handful of 
TBTF banks, typified by those in the City of London, on 
Wall Street, and in the European Union, and Australia’s 
Big Four plus Macquarie, all of which have looted the 
population in favour of speculative profits.

The creation of this TBTF system was enabled by the 
1986 “Big Bang” deregulation of the City of London and 



the repeal of the U.S. Glass-Steagall Act in 1999.
From the time Glass-Steagall legislation was passed 

in 1933 until it was repealed in 1999, there had been no 
such systemic crisis in the U.S. banking system.

Australia has never had Glass-Steagall-style banking 
separation, but the domestic banking system was not al-
ways exposed to the level of risk it is today, because un-
til the 1980s a system of regulatory controls effectively 
implemented separation.

Australia’s Government-owned Commonwealth Bank 
was intended by its promoter King O’Malley to be a na-
tional bank, but, instead, a watered-down version was 
legislated in 1911. Nevertheless, it exercised a degree 
of control over the banking system, and in 1911-1959 
the Commonwealth Bank strengthened the banking 
system, stopping runs on private banks: no Australian 
banks failed during the Great Depression, compared 
with the more than 4,000 American banks that perma-
nently closed their doors between 1929 and the 1933 
passage of the Glass-Steagall Act. Prior to the Common-
wealth Bank, banking in Australia had been very vola-
tile, 20 of 22 Australian banks having failed in the 1892 
economic crisis.

Labor leaders John Curtin and Ben Chifley gave the 
Commonwealth Bank even greater powers over the pri-
vate banks during and after WWII. The Commonwealth 
Bank regulated what the private banks could charge for 
loans and pay for deposits, and the extent, and nature, 
of bank lending, but this regulation did not prevent pri-
vate banks from remaining profitable. Bank regulation 
was based on the principle of the common good: the fi-
nancial system must serve the needs of the people. To 
do that, the banking system had to be structured to en-
sure that credit was available for the government to build 
infrastructure and invest in national economic develop-
ment, and for essential primary and secondary indus-
tries, the productivity of which generated the tangible 
wealth that underpinned the living standard of the pop-
ulation. Banking controls minimised the ability of the 
private banks to speculate, and encouraged investments 
in the production of physical infrastructure, goods and 
essential services.

Chifley’s successor, Liberal Party Prime Minister Rob-
ert Menzies, stripped the Commonwealth Bank of its 
regulatory powers over the private banks in 1959, and 
vested those powers in a new central bank, the Reserve 
Bank of Australia—the bankers’ bank.

The global financial system changed dramatically 
on 15 August 1971, when U.S. President Richard Nix-

on ended the Bretton Woods system of fixing the U.S. 
dollar to gold. This unleashed a global push for finan-
cial deregulation, masterminded by the powerful bank-
ing houses of the City of London. The post-1971 system 
constituted a new form of British imperialism—not ter-
ritorial as of old, but as an “informal financial empire”, 
in the words of its own proponents. 

In 1979 the Liberal Party established the Financial 
System Inquiry headed by Sir Keith Campbell. The re-
sulting 1981 Campbell Report demanded the wholesale 
elimination of Australia’s regulated financial system, in-
cluding the abolition of government controls over bank 
lending, by which the government had instructed the 
banks to give preference to farmers, small businesses, 
and home-buyers; the sale of all government-owned fi-
nancial institutions that existed to provide cheaper fi-
nance to farms and small businesses, such as the Austra-
lian Industry Development Corporation, the Primary In-
dustry Bank of Australia, the Commonwealth Develop-
ment Bank, and the Housing Loans Insurance Corpora-
tion; the abolition of the “30/20 Rule” and other ratios 
that had obliged the savings banks, trading banks, life 
offices and superannuation funds to invest a fixed per-
centage of their assets in government bonds, thus provid-
ing security for the financial institution and ensuring the 
government could borrow readily; the removal of gov-
ernment controls over all interest rates charged by banks; 
the abolition of government controls over the amount of 
lending by banks; the lifting of all controls over capital 
flows in and out of Australia and the floating of the dol-
lar; and the admission of foreign banks into Australia. 
Liberal Prime Minister Malcolm Fraser opposed many 
of these demands, so his government implemented only 
the recommended entry of foreign banks into Australia.

But the subsequent Hawke-Keating Labor Govern-
ment initiated the 1983-1984 Vic Martin inquiry, which 
simply rubber-stamped the demands of the Campbell 
Report. Treasurer Paul Keating had already condemned 
the senior executives of Australia’s banks as smug fat 
cats, protected by regulation from real competition, and 
stripped away Australia’s banking regulations beginning 
with the December 1983 float of the Australian dollar.

Liberal Party Treasurer Peter Costello took the process 
still further by initiating the 1996 Wallis Inquiry, which 
demanded the removal of restrictions on mergers be-
tween the banks and big life insurance offices; stripped 
the Reserve Bank of its remaining powers to regulate the 
banks; and established a new, “independent” banking 
regulator—APRA. Costello publicly confirmed for the 
first time that there was no formal guarantee for bank 
deposits in Australia.

US President Franklin D. Roosevelt signs the Glass-Steagall Act into law, 
16 June 1933. Flanking Roosevelt are Senator Carter Glass (white suit) 
and Representative Henry B. Steagall. 

The Commonwealth Bank, Martin 
Place, Sydney.

King O’Malley



From these two periods of banking reform has 
emerged Australia’s highly concentrated, TBTF 
banking system, with its almost $38 trillion expo-
sure to toxic derivatives and hundreds of billions of 
dollars of short-term debt. But even the architects 
of deregulation are well aware that they have ex-
posed the Australian public to enormous risk. In-
terviewed in the 2008 book Unfinished Business: 
Paul Keating’s Interrupted Revolution, Keating ad-
mitted to author David Love a “minor” detail kept 
from the public in the 1980s—that at least two of 
Australia’s Big Four banks would have collapsed at 
that time, had the government not propped them 
up because they were already “too big to fail”. Re-
flecting the results effected by the Campbell Re-
port, Keating recalled, “The old domestic banks 
went like charging bulls into credit expansion from 
1985 on …. Eventually, they had us in a position 
where we dared not check them lest they failed. 
Westpac and the ANZ virtually did fail: the gov-
ernment and the Reserve Bank had to hold them 
together until they got back on their feet.” 

The speculation became even worse follow-
ing the 1998 establishment of APRA, which su-
pervised the creation of today’s mortgage bub-
ble—generally acknowledged as the first or sec-
ond worst in the world—by rigging prudential 
regulation to favour speculation in mortgages, 
much of which was financed by overseas borrowing. 
Thus, in 2008 the Rudd government had to guarantee 
the banks’ huge foreign borrowings as well as their de-
posits; without these guarantees, they would have col-
lapsed. All the while, the government was assuring the 
public that the banks were “sound”. Under the benevo-
lent eye of APRA—which is funded by the banks them-
selves and, while formally responsible to Parliament, 
takes its direction from the Bank for International Set-
tlements in Switzerland, which insists the government 
must not “interfere” with APRA’s operations—the Big 
Four’s holdings of mortgage-centred, ultra-risky deriva-
tives have soared from $14 trillion in 2008 to over $37 
trillion today. Australia’s TBTF banks now hold 60 per 
cent of their assets in mortgages, compared with 30 
per cent in the USA and just over 20 per cent in Lon-
don. This property bubble has been financed by mas-
sive foreign borrowing. And, contrary to the endlessly 
repeated mantra that Australia has the “safest financial 
system in the world”, its mortgage bubble is a mortal 
threat not only to Australia, but to the entire City of Lon-
don/Wall Street-centred Western f﻿inancial system, a re-
ality reported in the 5 February 2018 Australian Finan-
cial Review article, “Australian banks may pose global 
systemic threat”. 

Thanks to this relentless deregulatory process, ini-
tiated with the 1981 Campbell Report and supervised 
since 1998 by APRA, Australia’s “financial sector” now 
constitutes an astounding 9 per cent of Australia’s econ-
omy, as opposed to the City of London’s “mere” 7 per 
cent of the UK economy and Wall Street’s 6 per cent of 
the U.S. economy. It has been created at the expense 
of our real physical economy, such as agriculture and 
manufacturing, which have been devastated, with fam-
ily farms almost obliterated and our manufacturing sec-
tor at only 6 per cent of GDP—the lowest level in the 
Western world. Indeed, this is precisely what Paul Keat-
ing intended when he proclaimed in 1985 that Australia 
should be the “Wall Street of the South” and, in terms 

of industry, concentrate on its “long suit” of exporting 
primary products; in other words, that the proud Austra-
lia of the post-war years, with its vibrant new factories 
and family farm-centred agricultural sector, should de-
volve into a typical “Third World” economy under for-
eign imperialist rule.

This deregulation and privatisation process has en-
riched speculators and the TBTF banks at the expense 
of the general population, which suffers soaring prices 
for food, housing, energy and other basic necessities. 
Moreover, Australia’s TBTF banks have been repeatedly 
caught in criminal activity such as drug money launder-
ing, terror financing, interest rate rigging, stealing from 
their depositors, and other crimes, committed during 
the period of APRA’s oversight of them since 1998. In 
short, Australian governments no longer control and di-
rect the financial system, but now operate at the behest 
of the financial system.

Past periods of profound crisis, including the bank 
collapses of the 1890s, the Great Depression of the 
1930s, and the need to build our economy to fight 
World War II, forced the government to act to rein in 
private finance on behalf of the public good. Thus, the 
Conservative-led Banking Royal Commission of 1936 
found that, contrary to the private bankers’ control of 
the financial system in the 1920s and 1930s, “The Fed-
eral Parliament is ultimately responsible for monetary 
policy and the Government of the day is the executive 
of the Parliament.” Or, in the words of PM John Curtin, 
who with Treasurer Ben Chifley constructed the highly 
regulated financial system that enabled Australia to in-
dustrialise overnight during WWII and make an invalu-
able contribution to winning World War II in the Pacif-
ic, “If the Government of the Commonwealth deliber-
ately excludes itself from all participation in the mak-
ing or changing of monetary policy”—as happened in 
the 1920s and 1930s, and again today under an “inde-
pendent” central bank and APRA—“it cannot govern 
except in a secondary degree.”



Summary of draft legislation
The legislation:
1. Prohibits banks from any af-

filiation with an entity that is not 
a bank. (Sections 7, 8, 9)

2. Prohibits any entity that is 
not a bank to engage in the busi-
ness of receiving deposits. (Sec-
tion 10(1))

3. Prohibits banks from in-
vesting in structured or synthet-
ic products and products such as 
derivatives and speculative ven-
tures. (Section 10(4))

4. Limits the business of bank-
ing to retail banking and associ-
ated loans and activities. (Sec-
tion 11)

5. Brings the Australian Pru-
dential Regulation Authority 
(“APRA”), as the licensing and 
regulatory Authority, and its pru-
dential standards and actions and 
decisions generally, under the oversight of Parliament. 
(Section 14)

6. Limits the Financial Claims Scheme to deposits with 
banks whose activities do not include any prohibited ac-
tivities. (Section 13)

Effect of draft legislation
The effect of the legislation will be:
1. To re-establish public confidence in the banking 

system;
2. To reduce risks to the Australian financial system by 

limiting the ability of banks to engage in activities other 
than socially valuable core banking activities;

3. To limit conflicts of interest that arise from banks en-
gaging in activities from which their profits are earned at 
the expense of their customers and the national interest;

4. To remove explicit and implicit government guar-
antees for high-risk activities outside of the core busi-
ness of banking;

5. To regulate Australian banks and any foreign bank 
operating within Australia;

6. To provide Parliamentary oversight of the activities 
of APRA as the banking regulator;

7. To separate retail commercial banking activities in-
volving the holding of deposits, from wholesale and in-
vestment banking involving risky activities.

Further financial system reforms
Such urgently required separation is merely the first 

step. The full reform of Australia’s banking system re-
quires a more comprehensive package of legislation that 
overturns the current monetarist philosophies and pol-
icies and returns Australia to a public credit-based sys-
tem implemented through a system of national banking. 
Such a system must be anchored upon the re-establish-
ment of a new, government-owned and directed nation-
al bank to regulate Australia’s national credit, to provide 
such credit for urgently needed infrastructure projects, 
and to drive a renaissance of Australia’s agro-industri-
al, physical economy. Legislation for this new nation-
al bank is to be modelled principally upon our original 
Commonwealth Bank as it functioned under its found-
ing director Sir Denison Miller from 1912 to 1920 (be-
fore private banking interests seized control of it), and the  

Australian banking system as it was regulated under 
Prime Minister John Curtin and Treasurer Ben Chifley 
and functioned so magnificently during World War II and 
even up until 1959 when the Reserve Bank was estab-
lished. The new Commonwealth National Credit Bank 
would replace the Reserve Bank, and the new bank’s Re-
serve Division would be mandated to licence and regu-
late Australia's private banks and foreign banks operat-
ing in Australia, as did the original Commonwealth Bank, 
thereby replacing APRA, which would be abolished. In 
the meantime, APRA must be placed under the strict su-
pervision of Parliament, which is, in turn, responsible to 
the population as a whole.

The creation of a true national bank would restore 
to the Australian Parliament the Constitutional pow-
er to regulate Australia’s economy. It will act in Austra-
lia’s national interest, through ensuring an orderly flow 
of credit and currency to public infrastructure and utili-
ties, and to private enterprise engaged in the production 
and transportation of tangible economic wealth, includ-
ing manufacturing, agriculture, construction, and min-
ing. Successive governments have been deficient in this 
regard by abrogating this power, relinquishing it to pri-
vate banking interests operating in a regulatory frame-
work run by APRA and ultimately directed by APRA’s 
masters in the Bank of England and the BoE-established, 
supranational Bank for International Settlements in Ba-
sel, Switzerland. Thus, foreign and Australian private 
banking interests have exercised arbitrary judgments 
on monetary policies, in violation of Australia's nation-
al economic interest. 

The new national bank would finance nationwide in-
frastructure projects in water, high-speed rail, and ener-
gy among other vital aspects of the economy, to act as 
science-drivers of real economic development, and to 
increase Australia’s physical-economic productivity and 
therefore the standard of living of all Australians.

Further legislation required
Separate legislation will be required for the regulation 

of credit unions, building societies, insurance compa-
nies and superannuation fund managers, to either sup-
plement, qualify or replace the legislation at the state 
level that currently governs such institutions and persons.


