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Media Release – Henry Tax Review 
FOR IMMEDIATE RELEASE 

Henry recommendations on savings and 
offshore funding a boost for banks: Deloitte  
 
Monday 3 May 2010: The Henry Review has recommended the introduction of a personal savings 
income discount of 40% on interest income from bank deposits. This will also cover residential rental 
income, capital gains and interest expense on listed share investments. In addition, the Henry review 
has recommended a broadening of the exemption for interest withholding tax on funds raised by banks 
operating in Australia from offshore sources which is consistent with one of the recommendations of 
the Australian Financial Centre Forum chaired by Mark Johnson 
 
“If the Government adopts these recommendations they are likely to have a positive effect on the 
funding strategies of Australian banks over the longer term,” said Deloitte Banking Tax Services 
partner Emanuel Hiou. 
 
The Government indicated that the recommendations on incentives to improve savings will be 
considered further in the coming months and form part of a second term agenda. 
 
“These proposals will enable Australian banks to diversify their funding sources, address a significant 
funding gap between customer loans and deposits and provide them with access to potentially lower 
cost funding.  
 
“Ultimately, this should enable banks in Australia to offer more competitively priced products and 
make it easier for customers to access funding. Foreign banks operating in Australia may also be able 
to offer more competitively priced funding products to customers in Australia as they will potentially 
be able to source funds from offshore related entities free of withholding tax,” said Hiou. 
 
Hiou pointed out that the Global Financial Crisis reinforced that Australian banks have an 
uncomfortable reliance on wholesale funding, particularly from foreign markets.  Through the global 
crisis Australian banks continued to access the wholesale funding markets (with the Government’s 
guarantee in many cases) to refinance maturing debt and increase liquidity.  Where possible the higher 
costs on this funding were passed on to customers.   
 
“As the global banking system and economies emerge from the GFC, Australian banks have been 
reviewing their funding strategies with the objectives of diversifying their funding sources, exploring 
opportunities to access lower cost funding  and enhancing their liquidity management,” said Hiou.  
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“This has included strategies to increase the size of the banks’ deposit base from both Australian and 
offshore customers.  
 
“If the Government adopts these recommendations, they will go a long way to enabling Australian 
banks to meet these objectives.  
 
Hiou explained that Australian banks have historically had a strong reliance on wholesale funding and 
a large proportion of this funding is sourced from foreign markets.  
 
“This reliance has arisen, in part, from the low level of funding Australian banks are able to access 
from customer deposits,” he said. “Over the years as Australian banks have experienced strong growth 
in business and household lending, due to a strong and resilient domestic economy, the funding gap 
between customer lending and deposit growth has widened substantially. This has lead to an increased 
reliance on wholesale funding to meet this gap,” Hiou explained.  
 
Australian banks have one of the lowest customer deposit ratios globally - measured as customer loans 
to deposits.   
 
“While Australian banks have been able to increase the size of their deposit base mainly through 
competitive pricing over the past 18 months the funding gap is still quite significant,” Hiou said. 
 
“While Australian banks are able to structure their offshore wholesale funding programs to qualify for 
the existing interest withholding tax exemption, there are currently some potential sources of funding 
which do not qualify for the withholding tax exemption or double tax treaty relief,” he said. “This 
mainly relates to funding from offshore private retail investors in Asian and European countries and 
the United States.  
 
“Under the existing withholding tax regime, Australian banks seeking to access funding from such 
investors have often been forced to wear the withholding tax or wear relatively expensive funding.  
 
“On this basis this funding source has been very limited for Australian banks and these mooted 
recommendations on incentives to improve savings will be very welcome,” said Hiou.   

To view all of Deloitte’s media releases on the Henry Review, go to the Deloitte Henry Review 
website here.   

NB: See our media releases and research at www.deloitte.com.au 
 
For further information: 
 
Emanuel Hiou 
Partner, Financial Services Tax Services 
Deloitte 
Tel: +61 (0) 3 9671 7184 

 
ehiou@deloitte.com.au 

 
Louise Denver 
Corporate Affairs & Communications 
Mobile: +61 (0) 414 889 857 
Tel: +61 (0) 2 9322 7615 
ldenver@deloitte.com.au 
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About Deloitte Australia 

In Australia, Deloitte has 12 offices and over 4,500 people and provides audit, tax, consulting, and financial 
advisory services to public and private clients across the country. Known as an employer of choice for 
innovative human resources programs, we are committed to helping our clients and our people excel. Deloitte's 
professionals are dedicated to strengthening corporate responsibility, building public trust, and making a positive 
impact in their communities. For more information, please visit Deloitte's web site at www.deloitte.com.au 

About Deloitte 

Deloitte provides audit, tax, consulting, and financial advisory services to public and private clients spanning 
multiple industries. With a globally connected network of member firms in more than 140 countries, Deloitte 
brings world-class capabilities and deep local expertise to help clients succeed wherever they operate. Deloitte's 
more than 168,000 professionals are committed to becoming the standard of excellence. 

Deloitte's professionals are unified by a collaborative culture that fosters integrity, outstanding value to markets 
and clients, commitment to each other, and strength from cultural diversity. They enjoy an environment of 
continuous learning, challenging experiences, and enriching career opportunities. Deloitte's professionals are 
dedicated to strengthening corporate responsibility, building public trust, and making a positive impact in their 
communities. 

Deloitte refers to one or more of Deloitte Touche Tohmatsu, a Swiss Verein, and its network of member firms, 
each of which is a legally separate and independent entity.  Please see www.deloitte.com/au/about for a detailed 
description of the legal structure of Deloitte Touche Tohmatsu and its member firms.  
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