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Service and efficiency get lost in maze of bank rules
For the first time in years I recently had to open an account in a local bank. Although I was expecting more bureaucracy than in the old days, I was shocked at how much time and hassle it took.
For reasons to do with my business activities, the procedures I went through are probably not exactly the same that many other bank users would experience. But many bank transactions these days require lengthy processes, and lots of people would have to go through something like this.
As well as opening an account, including a securities trading account, I needed to apply to be treated by the bank as a “professional investor”. This classification applies to institutional investors, custodians and people whose job involves investment. But many retail investors – people from other walks of life who are simply managing their own savings – also qualify for this treatment. It essentially means the bank does not have to nanny the investor if he trades in riskier types of investment.
This procedure involved a 45-minute interview, which needs to be recorded. The bank had to assign a back-office person to deal with me, in case the usual marketing staff had an interest in misleading me into signing up for something that is bad for me.
The interview included a lot of questions requiring me to state on the record my investment risk tolerance and how much experience I had with various investments. Some of this is only for people wanting “professional investor” status, but a lot of it applies to anyone wanting to use a bank’s brokerage services.
I also had to sign a form to indemnify the bank and promise to adhere to the guidelines, and this required a separate witness.
Second, I had to transfer some funds into the new bank from another one. It was not a small transfer, but no more than many people would handle in, for example, a typical property transaction. I obviously expected the bank to verify my identity. But I did not expect them to take 25 minutes conducting the checking, with several managers of varying seniority taking turns to come out and sign off on the paperwork. Perhaps the strangest part was when someone had to call me on my mobile phone – from a desk not far away in the same building – to ensure that it was really me.
I am not blaming this bank or the staff for putting customers though all these procedures; all banks have to do it and the staff were great. I am not really sure who is to blame.
These extra levels of precaution were imposed on all the retail banks in Hong Kong following a public outcry over the Lehman Brothers minibonds saga. We could blame public opinion, the media or elected politicians for making a fuss over it. Or we could blame the government and regulators for overreacting and imposing unnecessarily complex new requirements for fear of public criticism.
Or, of course, we could point the finger at the banks themselves. It was their policy of pushing sales staff to sell investment products on commission that resulted in elderly and other customers making complex and risky investments. The banks could in turn blame the government for dismantling the old interest rate cartel, which forced them to compete more for fee-based income, though not many nonbankers would sympathise with that argument.
Perhaps customers themselves should look in the mirror and ask whether their own eagerness for high returns encourages them to believe sales talk.
Wherever the fault lies, these procedures are over the top. It may not be the biggest competitiveness issue for Hong Kong, but it could certainly damage our reputation for efficiency. Banks are so desperate to avoid being accused of unprofessional sales practices that they are almost paranoid. Is this customer protection or bank protection? It certainly isn’t customer service.
To look on the bright side, at least I don’t have to open a bank account every day.
